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PREFACE

The contents of this little volume consist
in the main of studies which have already
appeared in print. All of them have, how-
ever, been revised, and the greater part of
the first two chapters is new. Though the
studies have been written for special occa-
sions during the past four years, they all
represent one point of view, and the last
nine chapters may be considered an appli-
cation in the several fields of labor legisla-
tion, business organization, and charity, of
the scientific methods advocated in Chap-
ters I, IT, and III. In order to bring out
better this continuity of thought most of
the essays have been subdivided, and new
titles assigned to them.

Chapters I, IT, and IIT contain the presi-
dential address delivered in Washington in
1911 at the annual meeting of the Ameri-
can Economic Association. Chapters IV,
V, VI, VII, and VIII contain presidential
addresses delivered before the American
Association for Labor Legislation in 1909,
1908, and 1910. Chapters IX and X con-
tain an article originally published in the
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CHAPTER 1
Tare Ecovomic UrmizatioNn or HisTory

It is a common, if not a wuniversal,
assumption that economics is at a disad-
vantage as compared with many of the
natural sciences, in that it does not admit
of laboratory experiments. There are two
considerations which support this assump-
tion.

In the first place economics deals with
human beings in their social relations. It
does not even deal with them as indi-
viduals. It must therefore consider large
groups, often whole states or groups of
states. The economist has neither the
power to force, nor the wealth to pay for,
experiments upon nations, and if he had,
he would in many cases be deterred by
moral scruples from attempting them.
Such a power might conceivably be exer-
cised by some oriental despot, and such
persons have existed. Herod, the son of
Antipater, e.g., if he had been as much
interested in sociology as he was in poli-

1



THE ECONOMIC UTILIZATION OF HISTORY

tics, would have made a good experimenter,
since he was not only able but quite willing
to put to death all of the children born
within a certain time in Bethlehem. Mu-
hammad, the son of Tughlak, who ruled
Northern India from 1325 to 1351, is in the
same class. He has been described as
‘‘learned, merciless, religious and mad.”
He was thus equipped morally and men-
tally as well as politically for trying social
experiments on a large scale. And he did
so. For we are told that he ‘‘tried to
replenish his treasury by the simple expe-
dient of coining brass in vast quantities
and ordaining that it should be accepted
as silver.””” He thus decreed that the
King’s brass should be equal to the
people’s silver, and doubtless introduced
among his people the familiar phenomena
which follow an inflated currency.

But Herod and Muhammad represent
past types. The modern economist, even
if he were at the same time a great states-
man, could not deliberately experiment on
a nation without running the risk of being
committed either to an insane asylum or a

1 The Imperial Gazetteer of India, The Indian Empire,
Vol. II, 1908, p. 145.
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jail. And yet the really important thing
for the economist is that experiments be
tried, not that he try them himself, and in
view of the great cost of social laboratory
work the economist is really fortunate in
having experiments tried for him without
expense to himself and without involving
him in any legal or moral liability. He
cannot, it is true, like Herod, kill off the
babies for the sake of watching the effect
upon population or wealth, but society
is constantly creating by law conditions
which lead to the slaughter both of inno-
cents and of adults, by preventable disease
and accident.”* In many cases this needless
increase of the death rate is brought about,
as it was in the time of Herod, because our
officeholders are more intent upon keeping
their jobs than upon earning their salaries,
and care more for politics than for soci-
ology. We have in a republic no despot to
force his brass into circulation, but what
no despot would dare do to the people, the
sovereign people cheerfully do to them-
selves. When our country was divided by
a civil war, the hostile sections, though
bitterly opposed to each other in most
2 For illustrations, see Chap. XI, pp. 168-177.
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questions, were yet alike in that each
decreed to make the government’s paper
equal to the people’s gold, and tried over
again the experiment of an inflated cur-
rency which had been tried by Muhammad,
the son of Tughlak, and by many others
after him.

Thus we not only have experiments tried
on a large scale in modern states, but it is
fair to say that, the more democratic the
country, the more ready on the whole it
is to try experiments on itself. Indeed,
economic experimentation is not only pos-
sible, but it is so common that it is hardly
recognized as experimentation, and the
superabundant legislative activity of so
many of our advanced and radical com-
monwealths testifies to the mass of work
of this kind which is being performed
gratuitously for the economist.

There is a second argument against the
possibility of economic experimentation,
which is perhaps more serious than the one
which has been considered, and it deserves
more detailed treatment, since it has had
the support of eminent economists and
logicians. We are told that, even if experi-
ments are tried by modern governments,

4
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they are tried under such conditions as to
have no scientific value and to permit of
no convincing conclusions. This was the
view of John Stuart Mill, at once a great
logician and a great economist, and it has
been accepted by many, if not most, of his
successors. Mill, after enumerating the
four different methods of experimentation
which are possible, concludes that no one
of them is adapted to the social sciences.
Take, e.g., the methods of differences and
of concomitant variations. In order to
apply the former we must have two
instances which tally in every particular
except the one which is the subject of
inquiry. In order to apply the latter we
must have a series of phenomena varying
together.®

To prove the inapplicability of the
method of differences, Mill takes the exam-
ple of a protective tariff and shows that it
would be quite impossible to find two
nations which are exactly alike in every
respect excepting only in the presence or
absence of such a tariff.*

3 John Stuart Mill: A System of Logic, 9th edition,

1875, Vol. T, pp. 448-471.
41, c., Vol. TI, p. 472.
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The method of concomitant variations he
thinks equally impossible, because every
attribute of the social body is influenced by
innumerable causes. Hence the changes
are the effects, not of a single cause, but
of the combination of many causes.®

‘We may concede the difficulty of apply-
ing the method of differences to test the
effect of a protective tariff upon the gen-
eral wealth of nations, and yet recognize
the possibility of experiments if applied in
a different way. It will be noticed that the
question which Mill asks is extremely
vague. He inquires whether or not a pro-
tective tariff is ‘‘favorable to national
riches.”” That very question itself requires
a further explanation. What do we mean
by ‘‘national riches’’? Do we take into
account the mass of wealth, or also its dis-
tribution, and if we take account of its
mass only, do we mean the total mass or
the wealth per capita? We might con-
ceivably have two states each of 30,000,000
inhabitants, with an average wealth of
$1,000 per inhabitant or a total of $30,000,-
000,000. Let us suppose that at the end of
the experimental period one of our states

51 e., Vol. IT, p. 475.
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has a population of 45,000,000 with the
same per capita wealth as at the beginning,
or a total of $45,000,000,000, while the
other has the same population as at first,
but an average wealth of $1,500 per capita,
which would give the same total as that of
the first state. Shall we conclude that the
two states are equally well off, or shall we
award the prize to the one which has the
larger population and a smaller per capita
wealth, or to the other one? Apart from
the vagueness of the question, it is clear
that the tariff is only one of the many
factors determining the wealth of nations,
and that, moreover, the effect of the tariff
in one country must depend, not simply
upon factors affecting that country, but
also upon the tariff policy of other coun-
tries with which it trades. In other words,
the example taken by Mill is of such a com-
plicated character, that it could hardly be
solved by the experimental method in one
of the simpler sciences permitting of a full
laboratory equipment. In chemistry, e.g.,
we should have an analogous case, if we
were to ask, whether oxygen or hydrogen
is the more useful element in the economy
of nature. In order to apply the experi-

7
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mental method to economic questions, we
must apply it as it has been applied suc-
cessfully to the natural sciences. Now the
greatest achievements in science have been
attained, not by putting such general ques-
tions as that instanced by Mill, but by mak-
ing the questions more and more specific,
taking into account only a limited number-
of phenomena at a time.

The science of medicine illustrates in its:
history this tendency of scientific method.
The skilled physician no longer asks for
the general effect on the total well-being-
of the human body of certain drugs or a.
certain diet, but he tries to isolate his
phenomena and study them in detail. For-
example, people often ask the questions,
Is it better to drink alcoholic liquors or to
abstain? Is it better to eat both meat and
vegetables or to chew vegetables and
eschew meat? Now it is clear that general
observations are not absolutely convineing-
on these topics. The friend of aleohol can
produce plenty of instances of drinkers.
who have lived to a hale and hearty old
age, and plenty of abstainers who have.
died young. The same can be done with
regard to a meat diet. But the physiol-

8
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ogist can study the question of aleohol in
detail and, by experimentation, can ascer-
tain what its effects are upon digestion,
upon the tissues, ete., and he can thus iso-
late its effects from the many other effects
which go to produce the total well-being of
the body.® Even in the practice of medi-
cine physicians are tending more and mmore
to give but a single drug at a time, in order
the better to observe its effects, instead of
a combination of drugs compounded with a
view to producing general results.

If the question which the economist
desires to have answered is properly
framed, and if he has at his command
proper observations as to results, then it
is not necessary to postulate a number of
different nations exactly alike in all par-
ticulars but one, any more than in studying
the effect of drugs upon human beings it
is always necessary to have a number of
patients exactly alike. By applying or
not applying a certain agency to the same
person, we may often observe the effects
of the policy with all of the certainty which

6 As an example of this method, see Physiological

Aspects of the Liquor Problem, 2 vols., Houghton, Mifflin
and Company, 1903.
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goes with a laboratory experiment. The
same is true of nations, where most of the
circumstances may be assumed to continue
essentially the same throughout a consid-
erable period, and where allowances can
be made for such changes in circumstances
as are inevitable. Thus, while it may well
be impossible to trace the effect of a pro-
tective tariff upon the general wealth of
the country, it is not so difficult to trace
its effect on the separate factors entering
into that wealth, such as the distribution
of wealth between different classes, the
prices of protected commodities, the con-
servation of the natural resources of the
country, the growth of monopoly, ete.
Mill’s prepossession in favor of the
deductive method may not unreasonably be
attributed to the state of the natural
sciences in his day. It certainly seemed at
that time as if astronomy, the most ancient
and dignified of the sciences, had reached
the enviable position of commanding gen-
eral principles, which enabled it to predict
by means of deduction what would happen
in particular cases. It was not unnatural
to assume that the sister sciences would
in succession enjoy a similar authority

10
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and be able to promulgate, ex cathedra, a
few general laws, from which details
could be deduced. But the progress of
science has taken a course which could
bardly have been anticipated. Astronomy
itself has been applying observation on
a scale which could not have been imagined
fifty or sixty years ago. The use of
photography and of the spectrum analysis,
in such studies of the composition of the
sun as those which have been made by
Dr. Hale and his colleagues in the Mount
‘Wilson Observatory of the Carnegie Insti-
tution of Washington, have opened up
entirely new fields of investigation and
have given us facts of which deduction
would be clearly incapable. Geology and
zoology, which were formerly, in the main,
sciences of observation, have become ex-
perimental. The geologist no longer con-
tents himself with observing the stratifi-
cations of the earth’s crust, and drawing
conclusions from them. In the geophysical
laboratory he actually fuses rocks and
reproduces in his microcosm the process by
which the earth’s crust was formed. The
zoologist is able, as in the Laboratory of
Experimental Evolution of the Carnegie

11
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Institution, to study the laws of heredity
under controlled conditions.

Such changes as these are doubtless due
to the fact that the apparatus of experi-
mentation has attained a range and perfec-
tion formerly unknown. The methods by
which the great medical discoveries of
recent years have been made are familiar
illustrations of this progress in our
instruments of observation.

If economics is to profit by the example
of the natural sciences, it must take
account of what they have done since the
days of John Stuart Mill. Instead of
treating deduction as its goal, it must
consider it as its starting point. Dedue-
tion can undoubtedly give us certain gen-
eral laws based upon our inner conscious-
ness of motives and impulses, but these,
by their nature, must be general and true
in proportion to their vagueness. The
next step beyond deduction must be
description and observation, and this
phase has been amply illustrated by the
great contributions to our monographic
literature made by the historical school
in Germany, and by scholars in other
countries who have been more or less

12
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inspired by it. Purely descriptive work,
however, whether historical or statistical,
is not the goal of science. Our next step
is to apply experimental methods, that is,
not merely to describe, but first to analyze,
and then to apply such methods as that of
concomitant variations, and to measure
the results as far as they are capable of
numerical expression.

In claiming for economic phenomena the
value which we attach to experimentation,
it should be understood that we are not
dealing with mere observation as applied
by the geologist, or the astronomer, or the
zoologist. Most economic experiments,
though they may not be made with an
avowed scientific purpose, are yet made on
the basis of a definite theory, and the fact
that this theory often enjoys the complete
confidence of the legislator does not alter
the fact that it is in its essence experimen-
tal, inasmuch as its results are prob-
lematical. The zodlogist, who observes
animals in a state of nature, studies varia-
tions which occur without any reference
to any theory that he may have in his mind.
But in social phenomena, especially in
modern countries, the variations are

13
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always due to a deliberate purpose, and
that purpose is generally based, either con-
sciously or unconsciously, upon a certain
social or economic theory.

Francis Place, e.g., thought that the
excesses of trade unions were due to the
restrictions of the law and that, if these
were removed, industrial peace would pre-
vail. His agitation brought about the
repeal of the English combination laws in
1824, but the great increase in strikes
and other disturbances which promptly
followed, completely disproved his theory.

Some thirty-five years ago many econo-
mists thought that the alternating demand
for gold and for silver which would result
from international bimetallism would keep
the ratio of exchange between the two
metals constant. As the agreement neces-
sary to such a policy could not be carried
into effect, our country endeavored to
raise the price of silver by increasing the
governmental demand for it, and first the
Allison Act of 1878 and then the Sherman
Act of 1890 were passed with this theory
in view. The steady fall in the price of
silver, in spite of that demand, went far
towards proving the limitations of the

14
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bimetallic theory. The so-called ‘‘Anti-
Trust Law’’ of the United States, which is
being so much discussed at the present
time, is based upon the theory, commonly
accepted from Adam Smith down to the
last quarter of the nineteenth century, that
free competition is the best cure for the
abuses of trade. Many are now reaching
the conclusion that our experience with
that law is showing up many important
limitations upon that theory.

Not only do economic experiments rest,
as a rule, upon some hypothesis, but they
often rest upon the theories of the econo-
mists themselves, which, though they may
be derided or ignored in the beginning,
slowly filter from the text-books through
the magazines and newspapers into the
popular mind and influence public opinion,
at times, in the next generation. The
economist has at least one attribute of
divinity in that his mills, like those of the
gods, grind slowly. In 1882 Jevons wrote:
““If it can be shown by unquestionable
statistics and unimpeachable evidence of
scientific men that such working with
phosphorus leads to a dreadful disease,
easily preventable by a small change of

15
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procedure, then I hold that the Legislature
1s prima facie justified in obliging the man
to make this small change. The liberty of
the subject is only the means towards an
end; it is not itself the end.””” But thirty
years elapsed before the Congress of the
United States passed the phosphorus bill,
and even then prominent members of both
parties opposed it, not on practical
grounds, but for the purely abstract,
pseudo-philosophical reasons referred to
by Jevons.

John Stuart Mill advocated taxing the
unearned increment in the value of land
as far back as 1848.* Though some Ger-
man cities began to tax this increment in
1905,° and indeed, the same principle had
been applied in the German ecolony of
Kiao Chau in 1898, many of Mill’s country-
men appeared to be quite unconscious of
it, sixty years after he had enunciated it.
Thus, when the parliamentary agitation

7 W. Stanley Jevons: The State in Relation to Labour,
1882, pp. 12-13.

8 First edition of Principles of Political Economy, Vol.
II, 1848, p. 361.

9 See article by Robert C. Brooks on The German

Imperial Tax on the Unearned Increment, Quart. Jour.
of Economics, August, 1911, pp. 682-709.
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CHAPTER II
SoME QUESTIONS 0F METHODOLOGY

These illustrations of some of the topics
to which the experimental method may be
applied, suggest the desirability of answer-
ing two more general and fundamental
questions which lie at the very basis of all
economic study. Omne is, What is the
nature of the material with which the econ-
omist has to deal? The other is, What
kind of results should he try to obtain?

As regards the first question, we should
recognize that the material is not homo-
geneous. Much confusion results from a
failure to realize this fact. As hinted by
Professor von Schmoller,® our material is
drawn from three distinet kingdoms. First
of all, we have the human mind with its
impulses and wants. This is the element
emphasized by the deductive school. Then
we have the physical world, or what we call
in general nature, that world which we

1See his article: Volkswirtschaft, Volkswirtschafts-

lehre und -methode. Handworterbuch der Staatswissen-
schaften, 3d edition, 1911, Vol. VIII, p. 457.
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know by our sense impressions.? Finally,
we have the social organism, including
laws, institutions, and customs, which we
may be said to know partly through our
inner consciousness, inasmuch as we our-
selves participate in the social life about
us and share the feelings of our fellow
men, and partly by indirect sense impres-
sions derived often through the medium of
writers of books, or through oral tradition.
In this case, the minds of other persons
serve as the medium through which the
facts of the outside social world reach us.
This combination of factors may be illus-
trated by almost any familiar economic
phenomenon, such as a strike. In the great
anthracite coal strike of 1902, the course
of events was influenced not only by the
simpler economic impulses, such as the
desire of the miners to get as much as pos-
sible, and of the employers to pay as little
as possible. It was also conditioned by
purely geological data, such as the thick-
ness and dip of the seams of coal, which
determined different methods of payment
in different parts of the coal fields.

2See Karl Pearson: The Grammar of Science, 3d
edition, 1911, Chap. II.
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Finally, it was influenced by social institu-
tions such as the trade union with its dis-
cipline and its traditions, by the joint stock
company with its legal rights and inner
organization, by the law of the land, which
forbade violence, by the press, and by
the moral pressure of the commission
appointed by the President, ete.

Now it is clear that, while economists
have to study the resultant of a combina-
tion of three elements, each of them is sub-
ject to influences of its own. The psychical
element is influenced by education, by reli-
gion, by race, etc. The material world is
influenced by geological processes, by the
seasons, by the operation of evolutionary
forces, ete. The social world is influenced
by laws, by diplomatic and military events,
in short, by what we call history. The
economist must, therefore, look for uni-
formity, not so much in the general
result as in the individual elements which
enter in to make that result. He is, in a
sense, like the meteorologist, who has to
study that familiar but very complex
phenomenon which we call the weather.
This obviously depends upon a number of
entirely distinet things. It depends pri-

20
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marily upon the position of the earth with
reference to the sun, but, beyond this
fundamental astronomical fact, we also
have the complicated physical and chemi-
cal conditions on which depend the density
of the atmosphere, the movements of the
air, the temperature, the currents of the
ocean, and other things. Now it is futile to
expect to predict the weather of any day
from the weather of the past, excepting as
we may indulge in such obvious prognosti-
cations as that it will be hot in summer and
cold in winter. But the meteorologist
knows the tendency of each of the elements
taken separately, and by studying their
combination at a given time he may pre-
dict with a fair degree of approximation
what the weather is likely to be in the
immediate future.

‘What kind of results are we as scientific
economists to aim at in our study of this
material? It may be best to approach this
subject by first asking what we do not aim
at. If economics is a science, we are not
content with mere description of economic
processes, however great the utility of
description as a preliminary phase of our
work may be. Nor can we stop at the nar-

21
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ration of economic events, or at a classifi-
cation of economic elements, or even at
their statistical enumeration. Our aim is
to obtain those generalizations commonly
called scientific laws. According to a
recent English writer on this subject, law
in the scientific sense is a ‘“‘description in
mental shorthand of as wide a range as
possible of the sequences of our sense-
impressions.””® Practically the same idea
is expressed by a recent German author
with special reference to economics, when
he says, that the task of the economist is
‘‘Beschreiben unseres Systemes und seiner
Bewegungstendenzen. . . . . Die Sitze,
aus denen die Beschreibung besteht, nen-
nen wir dann ‘6konomische Gesetze.” ™
Both of these authors imply that we are
concerned with changing, not stationary,
phenomena. ‘It deserves special note,”’
says Pearson, ‘‘that the sequences with
which we are dealing are all reducible to
descriptions of motion, or of change.’”
We must, therefore, distinguish scientific

3 Karl Pearson, 1. e., Chap. IV, p. 112.

4J. Schumpeter: Das Wesen und der Hauptinhalt der
theoretischen Nationalokonomie, 1908, p. 29.

51 e., p. 133.
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laws from so-called statistical laws, such
as ‘“‘Engel’s law’’ regarding the items of
expense in family budgets. These differ
from scientific laws in that they record,
as far as they really do record the truth,
a state of things and not a sequence.®

We must also distinguish between eco-
nomic laws and so-called historical laws.
These, to be sure, record changes, but they
deal with such a complex mass of events
that any exact duplication of them is in
a high degree improbable and, indeed, has
never been experienced. At best, we may
postulate certain general and indefinite
tendencies such as that expressed by
Aristotle in his famous cycle of govern-
mental changes. In order to obtain scien-
tific laws, that is to say, sequences which
shall have any high degree of uniformity,
we must isolate our factors and consider by
themselves the sequences which apply to
each one. We must thus eliminate, either
by actual experiment or by the application
of the scientific imagination, the many
other factors which, when combined, con-
stitute the phenomena as they present
themselves to us in real life.

6 On statistical law compare von Schmoller, 1. ¢., p. 485.
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The analysis of phenomena is particu-
larly important in economics, on account
of the difference in the three principal
elements which, as explained above, enter
into our field of study, and the unequal
part which they play in its different divi-
sions. Though all three oceur in combina-
tion in practically all of the different topies
commonly treated in a text-book of eco-
nomics, it seems as if the material world
and its laws were particularly prominent
in the subject of production. The law of
diminishing returns, e.g., is a factor of
nature rather than of the mind of man.’
The social element, on the other hand,
determines to a large extent the distribu-
tion of wealth. For instance, the legal
status of labor, the legal privileges of, or
restrictions on, capital, the system of land
tenure, the incidence of taxation, ete., all
play a prominent part in distribution. In
consumption, finally, the will of man seems
to be the important factor. Whether, e.g.,
a nation will spend its surplus income on
liquors and tobacco, or on jewelry and
fine clothes, or on houses, or on babies, will

7 See von Schmoller, 1. c., p. 485,
24
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depend upon its psychology, though this
may be affected secondarily by environ-
ment and social institutions.

There is ample opportunity for the appli-
cation of the experimental method in
studying all of these standard subjects in
economics. But there is one topic to which
no other method can be successfully
applied. I refer to what we may call
economic pathology. This may be defined
as a condition in which organs are dis-
eased, that is to say, in which they fail to
perform their normal functions. Now in
economics this may mean: (1) Some form
of human degeneracy, which in turn may
be either physical or mental. Examples of
the former are disease, sterility, physical
weakness. Examples of the latter are
indolence, dishonesty, immorality, drug
habits. (2) A pathological state of our
economic system may result from the defi-
ciencies of nature, such as the exhaustion
of the soil or other natural resources, the
denudation of woodlands, the lack of rain-
fall. These are sometimes the results of
bad legal institutions, and therefore in-
directly caused by man, but they are
primarily physical, and in many cases, as
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in changes in humidity, they seem to be
attributable mainly to physical causes.
(3) The disease may be in the social
system. China, e.g., has vast unused
resources, and an intelligent, industrious
population, but bad government has re-
tarded the utilization of its powers.

Now mere generalization with regard to
the economiec man gives us no help in study-
ing economic pathology. We must get
our facts at first hand. We cannot draw
from our inner consciousness the causes
of economic disease, any more than we can
discover by metaphysics the microbes that
infest the human body.

The idea of economic experimentation
is not in itself new. Newmarch referred
to it in his address as president of Section
F of the British Association for the
Advancement of Science as long ago as
1861,° and actually claimed that economics
had then reached the experimental stage.
Jevons, in 1880, wrote an essay on ‘‘Ex-
perimental Legislation and the Drink

8 Journal of the Royal Statistical Society, December,
1861, pp. 451-467. See quotation from Newmarch’s
address, given by Henry Ludwell Moore: Laws of Wages,
1911, p. 170.
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Traffic,”” in which he advocated the enact-
ment of laws applicable to limited areas
only for the express purpose of testing
them.® Similar views were expressed by
him in his book on ‘‘The State in Relation
to Labour.”” Professor Ely, after quoting
the plan of Jevons just referred to, stated
that the German historical school ‘‘claimed
that the whole life of the world had neces-
sarily been a series of grand economic
experiments, which, having been described
with more or less accuracy and complete-
ness, it was possible to examine.’’*

A decade later Keynes conceded the pos-
sibility in certain cases of economic experi-
mentation;'" and still more recently Pro-
fessor von Schmoller, an economist who
combines in a rare degree philosophical
training, historical knowledge, practical
experience in legislation, and familiarity

9 This essay was originally printed in the Contem-
porary Review, for February, 1880. It was reprinted in
Methods of Social Reform, 1883, pp. 253-276.

10 Richard T. Ely: The Past and Present of Political
Economy, Johns Hopkins University Studies, Series 2,
No. 3, 1884, p. 45.

11 John - Neville Keynes: The Scope and Method of
Political Economy, 2d edition, 1897, pp. 188-190, and
275-279.
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with economic literature, in summarizing
the latest conclusions of a long life,
has expressed his general concurrence in
these views of Keymes.”* Nor is it un-
common in more popular writings to find
legislation referred to as experimental.
The Hon. Samuel W. MecCall, e.g., in a
recent article says that the people of
Oregon ‘‘are heroically subjecting them-
selves to political vivisection in the testing
of governmental experiments.’’*®

We seem to be confronted here with a
case in which the same word is used by
different authors with quite different con-
notations. Newmarch, Jevons, and Con-
gressman McCall were apparently think-
ing of experiments in social policy, more
particularly in certain forms of social
legislation, rather than experiments de-
signed to test or discover general economic
laws, and it is significant that Jevons’ most
original contribution to economic science
lay in the field of economic abstraction.
The point of view of the early writers of
the German historie school seems to differ

12 See article Volkswirtschaft, Handworterbuch der

Staatswissenschaften, 3d edition, Vol. VIII, p. 480.
13 Atlantic Monthly, October, 1911, p. 459.
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even more widely from that which is pre-
sented here. Many of them not only did
not expeect to discover general economic
laws by the historical method, but denied
that such laws existed. The aim of Knies,
who is commonly considered the founder of
this school, seems to have been rather to
trace laws of historical development, while
Roscher, one of its most prolific and widely
read representatives, used history more
for the purpose of illustration than of
proof. It may be said in general that the
vast and valuable monographie literature
brought into existence during the past half
century under the stimulus of this school
of thought emphasizes the historical rather
than the theoretical element. As Professor
Amonn says:

Die methodisch-kritischen Ansichten der his-
torischen Schule in bezug auf den logischen
Charakter einer Wissenschaft von der Volks-
wirtschaft fithren in ihren extremen Formulier-
ungen und deren letzten Konsequenzen zu einer
volligen Negation der theoretischen National-
okonomie und zur Proklamierung der Allein-
berechtigung einer rein historischen Betrach-
tungsweise, d. h. es wird geleugnet, dass es ein
theoretisches Erkenntnisobjekt in bezug auf die
Volkswirtschaft iiberhaupt geben konne, und
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lediglich ein solches mit historischem Charakter
anerkannt.!*

Similarly a recent French author, in
referring to the publications of the histori-
cal school, says:

Les institutions du moyen age et de 1’anti-
quité, les doctrines anciennes, 1’histoire sociale,
la statistique, la description de 1’organization
économique des nations modernes forment 1’ob-
Jjet essentiel de ces travaux. IL’économie politi-
que est comme fondue ou noyée dans 1’étude des
institutions et dans 1’histoire économique.'®

Keynes and von Schmoller seem to refer
to the experimental method as a means of
obtaining scientific laws more in the sense
of this essay, but to treat it as on the whole
exceptional and limited in its scope.

Within recent years, however, not a few
authors have begun to apply, each in his
own field, the method here advocated.
Mathematical processes and notation are
used by many of them, such as Professor
Irving Fisher, Professor H. L. Moore, and

14 Alfred Amonn: Objekt und Grundbegriffe der
Theoretischen Nationalokonomie, Wiener Staatswissen-
schaftliche Studien, 10 Band, Erstes Heft, 1911, p. 44.

15 Charles Rist in Gide et Rist: Histoire des doctrines

économiques depuis les Physiocrates jusqu’d nos jours,
1909, p. 446. ,
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the group of Italian economists referred to
by him in his Laws of Wages.” That
a similar method may be used without
mathematical apparatus and in a more
strictly historieal subject, is shown by Dr.
‘Woods, who has even invented the term
“‘historiometry’’ to designate it.”* The
purpose of the present study is to empha-
size three considerations.

1. The need of a systematic and con-
certed extension of this method. It in-
volves collecting a large number of data in
order to distill from them a few generali-
zations. The individual investigator is
usually able to command but a limited field,
and even then is often obliged to draw his
material from different places and periods
with loss of accuracy in his conclusions.
We need more team work. We need a
closer co-operation between the universi-
ties, the governments, and the various soci-
eties and institutions devoted to economic
research. In short, we need the principles

18], c., pp. 173, 174.

17 See Frederick Adams Woods: Mental and Moral
Heredity in Royalty, 1906. A New Name for a New
Science, Science, November 19, 1909; Historiometry as
an Exact Science, Science, April 19, 1911,
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of ‘‘scientific management’’ applied to
economic science.

2. The scientific value of historical
facts, even when they are not expressed
statistically. Mathematicians have hither-
to been the most effective exponents of the
experimental method, and our ideal must
be to express in numerical form the gen-
eralizations of economics, since no ‘‘short
hand,”’ to use Professor Pearson’s expres-
sion, is so concise and so precise as that of
mathematics. At the same time it is only
within a very recent historical period that
we have had any extensive body of sta-
tistics to draw upon, and even now it must
be conceded that this handmaiden of
science has been known to do her work in
a slovenly fashion and to make a show of
perfection hardly warranted by the reality.
In undue reliance upon inaccurate figures
even mathematicians are tempted to push
the refinement of their formule beyond the
accuracy of their data. We need to bridge
over the gap between the history of the
past with its broad but fairly well-authen-
ticated facts, and the statistics of the
present with their elaborate but often
confusing and misleading detail.
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Another factor entering into European
history, though it has existed in our coun-
try, has also played a much less important
part. I refer to racial prejudice. It is
true that we have not been free from this
curse, but fortunately we have been thus
far spared wars of races and great racial
antagonisms, such as are constantly aris-
ing to pit the Teuton against the Latin or
the Slav or the Magyar in Europe.

Economic forces have had a wonderfully
' free play in our country on account of its
newness and the consequent absence of
institutions and traditions which resist a
change in older communities. Hence if we
look at many of our early laws, such as the
Massachusetts Body of Liberties, we shall
see that they deliberately adopt certain
economic ideals which they endeavor to
make the rule of conduct in the common-
wealth.

In New England generally feudal land
tenures were avowedly discarded in favor
of the simpler freehold. The rule of pri-
mogeniture was abandoned, and instead a
system was adopted under which, in case
of intestacy, the land was divided among
the children, the oldest in some cases
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merely having a double portion. As
clearly stated by Governor Taleott, this
was done in order to encourage the
younger sons to stay upon the land and
cultivate it.*

If economic questions were prominent in
the settlement of our country, they have
gained in prominence throughout our de-
velopment. Most of our political questions
have turned upon economic interests or
economic ideals. I need but refer to the
slavery question with its many ramifica-
tions and complications, resulting in the
Missouri Compromise, the Fugitive Slave
Law, the Compromise of 1850, and the Civil
War, or consider the debates about the
United States Bank, the endless contro-
versies about the tariff, the currency, the
public lands, and, more recently, regarding
immigration, the organization of labor, and
the regulation of corporations, to show
what an important part economic questions
have played in our internal development.

Other countries have, it is true, their
own economic problems which they are
trying to solve by legislation. But the

1C, M. Andrews: The Connecticut Intestacy Law, Yale
Review, November, 1894, p. 268,
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United States has the transcendent advan-
tage as an experiment station of being
composed of a group of States, each of
which legislates upon a very large range
of topies. To a certain extent it shares
this peculiarity with other modern federal
states, whose constitutions are more or less
modelled upon ours, such as the Swiss
Republic, the German Empire, Canada, the
Australian and South African common-
wealths. But we have the advantage over
the British colonies of a longer history,
and over the European nations of fewer
historical institutions and racial antago-
nisms, which interfere with the strictly
economic effects, while, as compared with
any one of these states, we have the advan-
tage of a larger number of units and there-
fore of a broader application of the method
of differences. Thus we have in the frame-
work of our government the very condi-
tions which Jevons would have introduced
into England, in order to test experimen-
tally the operation of different kinds of
liquor laws.? Keconomically our country
may be likened to a hospital with fifty
general wards, each under separate medi-
2 Jevons: Methods of Social Reform, p. 265.
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cal direction, and a large central ward for
certain selected cases, while a number of
outlying pavilions and annexes under still
different systems are loosely connected
with the central institution. What an
opportunity this offers the economist who
will carefully study the results of the dif-
ferent kinds of treatment!

It is not only in official experimentation
through legislation and administration
that our country is rich. It has also been
the happy hunting-ground of social Uto-
pias. In many cases it has been their
burying-ground as well. Many of these
communities, such as the Mormons, the
Shakers, the Perfectionists, ete., have had
a religious or moral ideal. Others, like
Brook Farm, New Harmony, the short-
lived Ruskin Colony, the Fairview Colony
of Single Taxers, have been based upon
social or economic ideals. Each of these
communities represents on a small scale a
voluntary experiment in some department
of economics. The ease with which such
Utopias spring up in our country is illus-
trated by the fact that within two years of
the publication of Looking Backwards
more than 50 Bellamy Clubs with a mem-
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bership of about 3,000 are said to have been
established in California alone.®

The organization of ideal communities,
which was so popular in the first part of
the nineteenth century, seems to be sue-
ceeded in the first part of the twentieth
century by an equally enthusiastic activity
in the formation of societies designed to
promote some reform in our public policy.
Some of them relate to taxation, some to
the regulation of the liquor traffic, some to
labor legislation, some to conservation,
some to land tenure. Each one is a stimu-
lus, urging the legislatures to test by actual
experiment the ideas for which they stand.

Apart from the idealists, we have a
great mass of experiments tried in the
self-interest of those who themselves are
engaged in production. Our business men
and lawyers have been peculiarly ingenious
in evolving new forms of industrial organi-
zation. Our public service corporations
are testing new methods of adjusting their
charges, until the study of rates has become
almost a science by itself.*

sIra B. Cross: Co-operation in California, American
Economic Review, September, 1911, p. 536.

4 J. Maurice Clark: Rates for Public Utilities, Admeri-
can Economic Review, September, 1911, pp. 473-487.
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Likewise the wage receivers are trying
all kinds of methods of improving their
own condition. Every strike may be said to
represent an experiment relating directly
to the important question of economie
theory: what determines the rate of wages.

In all of this experimentation we have
the great advantage in our country of
carrying it on under conditions described
by that favorite phrase of the economist,
“‘other things being equal.”’ By this I do
not mean that we have been able to try
different things under absolutely identical
conditions, such as might be created in a
laboratory, but, as compared with the con-
ditions under which economic history has
developed in other parts of the world, we
may claim for our own country that these
experiments have been conducted under
three exceptionally favorable conditions:

1. They fall within a limited period, so
that no great or fundamental changes have
taken place in the cultural standards of
civilization or the mores of the people
such as characterized the change from the
medizval to the modern period in Europe.

2. The experiments have been carried
on within an area of political uniformity,
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so that, although there are great differ-
ences in latitude and longitude, climate and
soil, between the different parts of our
country, yet the general legal and social
environment is very nearly the same.

3. These experiments have been carried
on among a people, which, if not homo-
geneous in its ethnic makeup, is at least
remarkably uniform in its heterogeneity.
Our country is like a good mince pie; any
one slice contains many ingredients, yet
specimens from different parts of the
whole are made up of nearly the same ele-
ments, varying mainly in their relative
prominence. Thus everywhere we have
the common basis of the English language
and, with the exception of Louisiana, of
English law. Everywhere too, we have a
greater or less admixture of different
European races, of Africans, and occa-
sionally of Mongolians. While, of course,
the percentage of the different races varies
widely in different parts of the country, it
cannot be said that any one race except
the Anglo-Saxon exerts in any section a
purely racial predominance upon our
institutions.®* Even in the South, in com-

5 The word Anglo-Saxon is to be taken in its broadest
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munities in which the blacks outnumber
the whites twenty-seven to one, the insti-
tutions are essentially Anglo-Saxon and
not African. While, therefore, we have not
the absolute control over our conditions
that is enjoyed by the chemist, and while
the elements are vastly more complicated
than those entering into the ordinary labo-
ratory experiment, we have conditions
relatively favorable for obtaining good
results.

The temptation is strong to enumerate,
at least in part, some of the many fields of
economic experimentation which are to be
found in the history of the United States,
but to do so at length would expand a
chapter into a monograph and is, there-
fore, out of the question. Some of these
departments of study, such as those relat-
ing to currency, to prices, to the rate of
interest, have already yielded valuable
results to the investigator. Some of the
more practical questions, such as those
relating to land tenure and the methods of
agriculture, as well as the purely govern-
sense to cover the whole Low German stock, without any

reference to the relative strength of the English and
Dutch element in New England institutions.
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mental questions involved in taxation and
the management of public debt, still remain
to be studied intensively, in spite of a con-
siderable amount of work already put upon
them. Less, on the whole, has been done
with the problems relating to labor,
methods of remuneration, the rates, of
wages, the efficiency of labor, etc. 'We have
tried many experiments in this department
of economics. We have had free labor,
indentured labor, and complete slavery.
We have made a sudden transition from
slavery to freedom, so sudden as to bring
with it many undesirable results, but per-
haps for that reason the more interesting
as an economic experiment. In the appli-
cation of free labor we have likewise had
experiences of great value. We have had
labor both organized and unorganized,
native-born and foreign, and we have had
trade unions of many types and represent-
ing many stages of development. We have
tried many systems of wages. We have
developed, particularly in the South, vari-
ous methods of applying labor to land,
which represent gradations ranging from
free tenancy to a system verging on
peonage.
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Though considerable attention has been
given to this topie, many of its compli-
cated problems have been barely touched
upon. The economist often inquires about
the effect of labor on production, but he
seldom asks, ‘“What is the reaction of
wealth upon the efficiency of labor?”’

According to the observations made by
Mr. Frederick W. Taylor, it does not pay
to increase wages too rapidly. Indeed, he
has endeavored to give a mathematical
expression to the possible rate of economi-
cal increase and says that, if wages are
increased up to 60 per cent beyond the
wages usually paid, this increase tends to
make the men more thrifty and better in
every way, but that, when the rate goes
beyond 60 per cent, many of them tend to
work irregularly and to become more or
less shiftless, extravagant, and dissipated.®

Economists have done little in the study
of this phase of the labor problem, since
Ricardo laid down the pessimistic view
that the population tends to increase with
an increase in wages. Yet it is a common-
place that, while an efficient population

6 See F. W, Taylor: The Principles of Scientific Man-
agement, 1911, p. 74.
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may be seriously handicapped by the
“niggardliness of nature,’’ a country with
large natural resources may be likewise
held back, because the inhabitants either
will not or can not utilize them, or because
they do not apply sufficient intelligence and
energy in international competition.

It is a matter of common observation
that wealthy families in our country often
contain a number of parasitic members,
that is, members who derive a large income
from society without rendering any appre-
ciable economic or public service in return.

Mr. Andrew Carnegie gives expression
to a common view when he says: ‘“‘There is
nothing so enervating, nothing so deadly
in its effects upon the qualities which lead
to the highest achievement, moral or intel-
lectual, as hereditary wealth.””” But we
have no figures to tell us with any accuracy
how numerous these drones are, or what
proportion they bear to the more useful
members of the same families. It seems
very probable that the public have an
exaggerated notion of their vices, because,
as Dr. Woods points out, ‘‘the vices of the

7 Andrew Carnegie: The Empire of Business, 1902,
p. 126.
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aristocracy are always made the most of
by the polychrome daily press,’”® and in
the absence of an aristocracy, multimil-
lionaires furnish good copy. But even
granting that we know a little of their
moral shortcomings, we know practically
nothing of their economic efficiency. Little
account is made on the one hand of the
many men and women of means who live
conscientious, industrious lives, devoting
themselves to some form of production or
of public service; or, on the other hand, of
those whose energies are dulled by the pos-
session of a competency, and who, without
being actually vicious, are mere ciphers as
far as any economic usefulness is con-
cerned. Yet we ought to have reliable
facts, if we are to judge correctly of the
reaction of prosperity on the human mind,
and of the conditions which determine it.
Intensive studies of heredity in families,
such as those made by Sir Francis Galton
in England and Dr. Frederick A. Woods
and Dr. C. B. Davenport in our country,
are of great value, but need to be supple-
mented by a study of the economic re-

81 c., p. 261.
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actions. In the case of animal life, the
inherited characteristics are all-important,
and the breeder can reasonably expect to
utilize the good qualities of the parent in
the offspring. But if cows had the power
to deliberately choose a life of celibacy, we
should find many a pedigreed Guernsey,
with ancestors in the advanced register,
chewing her cud in idleness on the hillside
and yielding no milk whatsoever, just as we
often find sons of distinguished parents
displaying real ability, when put to some
academic test, and yet, for lack of proper
incentive, doing nothing to make their
lives either useful or distinguished.

Our country should give exceptional
facilities for studying parasitism in the
“‘leisure class,’’ because here wealth is not
subject to the social pressure of the feudal
system, inherited in the older countries of
Europe from the time when wealth meant
land ownership, and land ownership of
necessity involved public duties. Many of
this class walk our streets, eloquent
but unconscious arguments for socialism,
terrible examples for the moralist, living
texts for sermons, rich material for the
problem novelist, but still comparatively
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neglected by the economist, the sociologist,
and the statistician. We gather the
budgets of working men but not of club
men; we collect the statistics of involun-
tary unemployment but not of voluntary
idleness; our study of social conditions on
the East Side has not been extended to the
West Side. Yet it is obviously of the great-
est importance to a nation, as it is to a
cattle breeder, to reproduce and utilize the
strong and dominant types, and we must
know why so many of these members be-
come atrophied, if we would understand
the causes of national decadence, the great
and perennial question of history as well
as of practical politics.

Parasitism is, however, but a part of the
general subject of economic pathology,
which has been altogether too much neg-
lected by economists in the past. Or, if
we pass beyond the strictly economic ques-
tions to those broader questions of social
policy, what vast materials have we in our
country bearing upon the mixture of races.
What a splendid opportunity to test the
theories of the philosophical anarchist,
who holds that the ills of society are due to
the law, and who may study in the history
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of Alaska the effect of allowing a common-
wealth to grow up almost without law.

It is not necessary, in this brief survey
of the opportunities which our country
offers for economic induction, to make an
elaborate enumeration of topics or to show
in detail how the material may be secured.
Attention should, however, be called in
fairness to some of the defects in condi-
tions which make laboratory methods
difficult, and which must be taken into
consideration before any piece of work is
undertaken.

In the United States experimentation is
constantly interrupted by the power of our
courts to nullify laws. Thus experiments
may be overthrown on grounds which are
quite extraneous to their essence. It is as
if a biologist were to suddenly find his
laboratory invaded and wrecked by an
over-zealous anti-vivisectionist.

The economist has the further disadvan-
tage that the subjects of his study and
experiment are men like unto himself, with
opinions, emotions, and voices. Hence
every experiment is accompanied by a
babel of sound, which seems to-confuse the
whole subject. The physiologist, working
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in his quiet laboratory, is apt to think
the very subject-matter of economies ill
adapted to scientific study. If the human
body were the seat of a republic in which
all of the microbes that infest it and the
ferments that endanger it were vocal, the
investigator would have to put wax in his
ears to keep his mind free from disturb-
ance. Imagine the bacilli of consumption
and of typhoid holding periodical elections
to see which should for the next four years
control the state of health of the patient,
with a lot of insurgents in the shape of
pyzmia and dyspepsia striving, if not to
govern, at least to hold the balance of
power!

Another equally serious defect lies in the
inadequacy of our records. The amount
of economic material buried in the archives
of our States is enormous. The material
buried in the records of corporations, of
labor unions, of voluntary societies, may
be even greater. The mere index of State
economic documents which is being com-
piled for the Carnegie Institution of Wash-
ington fills a portly quarto for each one of
the older States. The cream of contempo-
rary evidence available for the Docu-
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mentary History of American Industrial
Society, recently published by Professor
Commons and his collaborators, fills eleven
volumes. But in spite of this vast material,
we still have to contend with the imperfec-
tion of many of our records and with the
difficulty of accurate mensuration. Profes-
sor Dewey, in his able presidential address
delivered before the American Economic
Association in 1909, enlarged upon the
inaccuracies of economic observation, and
all serious economists must recognize the
truth of what he then said. But it is the
task of the economist to overcome diffi-
culties, not to shrink from them, and he can
best do this by helping his successors to
obtain a trustworthiness in their material
which is not always available for him. It
is encouraging that the Federal authorities,
and the State governments as well, are
relying more and more upon trained econo-
mists to record economic facts in the form
of statistical or monographic studies. But
we should remember that such studies are
not the only output of a governmental kind
to which we must turn. Every law affect-
ing economic relations must be treated as
an experiment, the recording of whose
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results should be provided for in the law
itself. How much futile discussion and
how many errors would be avoided, if we
were able from year to year to put our
hands on the results of the operation of
laws bearing upon economic relations!
Just as modern hospitals not only provide
physicians and nurses but also laboratories
and records, so every legislature should
have its economic annex, in which not
merely the text of laws but also their
results may be made available both for the
legislature and for the student.

The conception of history as an economic
laboratory is quite different from the
common conception of economic history.
History is in the main descriptive. It seeks
to give us a picture of the past. If it goes
beyond that, it seldom attempts more than
to trace general causes, or to lay down a
philosophy of history or a theory of his-
torical evolution. The economic utilization
of history is almost the antithesis of the
economic interpretation of history, since
the latter is seeking a law of history and
the former, laws of economics. The econo-
mist undoubtedly owes a debt of gratitude
to historians, and particularly to economie
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historians, for the material which they
have put at his disposal, and the brilliant
address on ‘“‘Social Forces in American
History,’’ delivered in 1910 by the presi-
dent of the American Historical Associa-
tion, is an indication of the increasing
interest which historians are taking.in
social and economic elements. The con-
trast, however, between their point of view
and the economic point of view cannot be
better illustrated than by quoting from
this address. Professor Turner says that
he has undertaken his survey for two pur-
poses: ‘‘First, because it has seemed fitting
to emphasize the significance of American
development since the passing of the fron-
tier, and, second, because in the observa-
tion of present conditions we may find
assistance in our study of the past.’”® The
economist, while fully appreciating the
value and the necessity of studying history
from this point of view, must yet go a step
further and must use the records of the
past as a means of disclosing the operation
of economic forces.

9 Frederick J. Turner: Social Forces in American
History, American Historical Review, Vol. XVI, No. 6,
p. 225.
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The difference between description and
science may be illustrated by an example
taken from the history of physies. The
lamp hanging in the cathedral of Pisa
might be described in every artistic detail
by a traveler. The history of the designer
and the story of its construction might be
told in full, without adding in the least to
our knowledge of physics. It took the
mind of a (alileo, at once analytical and
constructive, to recognize in the apparently
meaningless oscillations of the lamp a con-
stantly acting force, and thus to discover
the law of the pendulum. So the economist
must recognize beneath the events of
history the constantly acting economie
impulses in the mind of man.

This view of economic history as a
series of experiments is not in conflict with
the evolutionary conception of history.
Indeed, it is really necessary to explain it
rationally, for, unless we are willing to
accept a blind fatalism, according to which
history moves on without being controlled
by human volition, we must recognize that
what seems to us the orderly development
of institutions is rational and orderly, pre-
cisely because men have been constantly
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trying new expedients and have deliber-
ately retained those institutions and prac-
tices which stand the test of experience.
The very expression, ‘‘survival of the
fittest,”” implies in human history a con-
stant testing of new variants, as it does in
the animal world, with this difference,
however, that in the animal world the
changes are brought about by the so-called
forces of nature, which is another way
of saying that, like Topsy, ‘‘they just
growed,’”’ while in history most of the
changes have been produced by a conscious
effort of the human mind to bring about
results. This is none the less true, because
few individuals at the time have a suffi-
ciently broad grasp of what is happening
and a sufficiently profound knowledge
of the world to know whither they are
tending.

Economic science, after a period of
public favor in which its generalizations
enjoyed considerable confidence, seems to
have gone through two rather distinct
phases. When it found itself unable to
grapple with many of the problems of the
day, it was derided as the ‘‘dismal science’’
by impatient reformers. More recently,
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since it has begun to interest itself more in
practical questions, it seems to be enjoying
a popularity, especially in the United
States, which is not without its dangers.
It attracts large classes in our universities;
it is being studied in our theological
schools and by our churches; large sums of
money are being spent by our governments
in the interest of economic investigations.
The economist must be on his guard
against allowing this present popularity
to encourage dilettantism. Our age is
growing more and more critical. The busi-
ness world is applying rigorous tests to
ascertain results. The educational world
is studying methods of efficiency. The
economist is liable to go through another
period of discredit, unless he realizes that
he must apply to his study the patience, the
exactitude, the devotion to truth by which
the great conquests of natural science have
been obtained. He needs all of these quali-
ties in a larger degree even than the stu-
dent of nature, because of the long period
through which his observations have to
extend, and the great complexity of the
phenomena with which he is dealing. But
if he can apply these qualities in the reali-
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CHAPTER IV
THE PAaTHOLOGY OF PROGRESS

The world of nature, if left to itself, is
generally in a state of more or less perfect
equilibrium. Those plants and those ani-
mals survive which are best adapted to
their environment; the others perish.
Each species has its enemies which prevent
any one of them from monopolizing the
earth and which, in turn, are held in check
by their own enemies. As soon as civilized
man steps upon the stage, however, this
harmony of nature is disturbed, and the
intruder may be positively destructive of
those forms of life which are not able to
adapt themselves to him or to minister
directly to his wants. A good illustration
of this is given by Theodore Roosevelt, in
his Hunting Trips of a Ranchman, with
regard to the buffalo.

The most striking characteristies of the buf-
falo [he says], and those which had been found
most useful in maintaining the species until the
white man entered upon the scene, were its
phenomenal gregariousness, . . . . its massive
bulk, and unwieldy strength. . . . . Its tough-
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ness and hardy endurance fitted it to contend
with purely natural forces: to resist cold and the
winter blasts, or the heat of a thirsty summer,
to wander away to new pastures when the feed
on the old was exhausted, to plunge over broken
ground, and to plough its way through snow
drifts or quagmires.

But the introduction of the horse, and shortly
afterwards the incoming of white hunters carry-
ing long-range rifles, changed all this. The buf-
faloes’ gregarious habits simply rendered them
certain to be seen, . . . . their speed was not
such as to enable them to flee from a horseman;
and their size and strength merely made them
too clumsy either to escape from or to contend
with their foes.

This is the first effect of civilized man,
but not the last. The book in question was
written over a quarter of a century ago,
when the buffalo seemed to be on the point
of extermination. Fortunately, as man
becomes more enlightened, he begins to
realize that, in his struggle for the suprem-
acy over nature, he may carry the contest
too far for his own good. We now find that,
somewhat tardily, civilized man is trying
to save from extinction the few scattered
specimens of the bison that have survived,
and even by skillful crossing to endow

1 Theodore Roosevelt: Hunting Trips of a Ranchman,
1885, pp. 244-245.

59



THE ECONOMIC UTILIZATION OF HISTORY

domestic cattle with some of those good
qualities of their wild cousins which have
enabled them to cope successfully with the
climate of the plains through so many gen-
erations. Thus the stage of domestication
follows the hunting stage of civilization,
and the crude and wasteful processes of
natural selection are replaced by those of
artificial selection.

Like Orlando in the Forest of Arden,
civilized man begins the struggle for exist-
ence with a drawn sword and a threat.

He dies that touches any of this fruit
Till I and my affairs are answered.

In time experience teaches him, in the
the words of the Banished Duke, that

Your gentleness shall foree
More than your force move us to gentleness.?

The course of man’s dealings with
nature is paralleled in his dealings with his
fellow men. Almost every new invention,
almost every new process, creates a power
which is susceptible of abuse, or leads to
changes in conditions which may be injuri-
ous to certain classes or certain interests.

2 As You Like It, Act II, Scene 7.
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The pioneers of industry have much in
common with the pioneers of the frontier.
Even those improvements which seem alto-
gether good may bring in some incidental
evil, which, while not by any means
counterbalancing the good, yet makes itself
felt as something to be removed. A good
example of this is seen in the homespun
industry of some of the Scotch isles. The
island of Harris has long been famous for
the quality of its tweeds. The climate is,
however, very wet, and the sheep have been
so subject to disease that it has been the
custom to rub them with tar and grease to
protect them from the cold. More recently
an improved breed of sheep has been intro-
duced, which is able to resist the climate,
but it is now found that the grease which
protected the sheep also improved the
quality of the wool, so that the newer
fabries are not as good as the old ones.®
This is a common experience, not only in
the history of inventions, but in the his-
tory of man’s efforts to introduce higher
forms of economic life and a higher kind of
civilization.

3 United States Consular Reports, November, 1909, p.
223,
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The most important step upwards from
savagery is to substitute the law of con-
tract for the law of conquest. But as soon
as violence is put down, there is danger
that the physical strength and the courage
which were essential to existence in the
ruder age will be lost or impaired. New
dangers are also possible. If the law
decrees that wealth shall be distributed,
not as the result of brute force, but through
free bargaining among producers, there is
a possibility that the advantage will go, not
to the man who produces the most, but to
the man who is most unscrupulous in driv-
ing a hard bargain. It then becomes neces-
sary to set up a new standard and to
prohibit, not only positive fraud, but also
all contracts which may be so unequal in
their operation as to discourage industry
and promote trickiness. Without violence,
it is possible so to frame a labor contract,
that the worker shall become virtually the
bondsman of the employer. Thus slavery
and peonage have to be prohibited as con-
trary to public policy. But abolish slavery,
and you abolish, with the right of exploita-
tion, the obligation of the master to care
for the worker in sickness and in old
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age. Docility and trustfulness, which may
have been useful characteristics of the
slave, are converted in the free man into
that disregard of the future which we call
improvidence, and the superannuated or
sick worker, who has made no savings and
has no family to care for him, constitutes
a new problem. Relieve the sick and the
aged by means of private charity or public
relief, and you run the risk of developing
the institutional pauper and the tramp,
those sorry by-products of civilization, who
will not support themselves, but whom
charity will not suffer to starve, and who
may not be put to forced labor without a
violation of the constitutional prohibition
of involuntary servitude.

These evils, which are observed so
frequently in connection with efforts to
improve social institutions, lead different
minds to quite opposite conclusions. Some,
exaggerating the incidental evils of pro-
gress, decry all efforts at betterment, and
long for the good old times when there
were no reformers. Others, realizing
strongly the evils which grow up without
regulation, think that reform has not been
carried far enough and advocate some
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extreme remedy such as socialism. In
view of the difficulties which seem to attend
both action and inaction, we naturally ask
if there is no principle, based upon experi-
ence, which will enable us so to steer the
ship of state as to avoid both the Scylla
of conservatism and the Charybdis of
radicalism. .

In seeking such a principle, the first
thing to realize is that we are living in a
highly dynamic period of the world’s his-
tory. We are so accustomed to change,
that we sometimes do not realize all that
it means, or the great contrast which exists
between the rate of change of the present
day and any rate which has existed in any
previous period of the known history of
the world. These changes are seen, not
only in the endless improvements in
mechanical processes with which the great
inventions of the eighteenth and nineteenth
centuries have made us familiar. More
recently this spirit of progress has taken
hold of what throughout history has been
the most conservative of callings, and agri-
culture is now stimulated and vitalized by
the application of science. New types of
plants and animals are introduced in order
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to meet peculiar conditions; new methods
of farming are devised by which dry lands,
which have hitherto been considered infer-
tile, are impressed into the service of an
increasing population. The really signifi-
cant thing with regard to these and other
improvements is not that they are numer-
ous and far-reaching, but that they are
being deliberately planned. They are no
longer the happy inspiration of the casual
man of genius, they are often the outcome
of a course of study deliberately under-
taken with a definite end in view. Such
establishments as the Carnegie Institution
of Washington and the Sage Foundation,
the agricultural experiment stations of the
several States, and many departments of
our universities and schools of agriculture,
are not only pushing forward our knowl-
edge of nature and her processes, but deter-
mining in advance the lines on which
progress shall be made.

An interesting illustration of the ten-
dency to anticipate discoveries is seen in
the recent history of polar exploration.
For centuries the difficulties of reaching
the North Pole seemed almost insurmount-
able. One expedition after another had
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been undertaken only to add a new chapter
to the history of failures. When, during
the summer of 1909, it was announced that
two explorers had independently succeeded
in accomplishing this feat, it was also dis-
closed that each had contracted in advance
with certain newspapers for the exclusive
right to publish an account of the dis-
covery, which, at the time of making the
contract, was still problematical. Two
things are significant in this episode: the
first is the eagerness with which discovery
is pursued; the second, the readiness to use
a still unmade discovery as the basis of a
property right. And if, as has since been
proved, one of these expeditions was partly
fictitious, this only makes the illustration
more striking, as showing the impalpable
foundation upon which a property right
may be built up. When the art of aérial
navigation was still in its infancy, an insur-
ance company advertised itself as pre-
pared to underwrite aérial risks. Every
one of the fifty or sixty thousand patents
applied for in our country in a single year
represents a desire on the part of someone
to effect a change in methods of production
and to use it as the basis of some property
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1. The increase in population often
involves a crowding in industrial centers
with an increase in disease, which must be
dealt with by tenement-house laws and
sanitary measures. The increase of popu-
lation combined with modern methods of
transportation leads to the amazing migra-
tion of modern times, which, in turn,
creates new difficulties. To prevent the
spread of contagious diseases, to prevent
the abuse of the newcomers, some restric-
tions have to be placed by law, not to stop,
but to control, this flood of immigration.

2. An increase in capital tends to make
large aggregations of wealth, which by
their very size weaken the personal ele-
ment involved in the relation of employer
and employed. The simple, almost patri-
archal, expression ‘‘master and servant,’’
which served as the rubric of the law on
these subjects in the time of Blackstone
and, indeed, was not superseded in Eng-
land as a legal term until 1875, is no longer
applicable to modern industry, nor are old
methods of bargaining satisfactory. New
machinery must be devised to facilitate
collective bargaining and to mitigate the
effects of collective disagreement.
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3. Changes in the methods of produc-
tion, involving, as they do, more powerful
and more complicated machines, bring
many evils. In the early days of the fac-
tory system, the displacement of skilled
labor by unskilled was the most obvious
injury felt by the workers. At the present
time we are more concerned, because better
acquainted, with the remoter and indirect
effects of the age of machinery. We see new
causes of accident, new kinds of industrial
diseases, combined with a greater difficulty
of securing the individual worker against
the effects of accident and disease. Long
experience has shown that these particular
difficulties do not correct themselves, and
one of the greatest problems in labor leg-
islation at the present time is, on the one
hand, to diminish accidents and disease,
and on the other, to provide some form of
compensation or some form of insurance
for those who are their vietims. Still
more important, if possible, is the effect
of machinery upon the children and
therefore upon the workers of the future,
and this, being comparatively remote and
not realized for one or two generations, is
the most difficult problem for the individ-
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nal to solve. Government intervention
seems the only agency sufficiently power-
ful and sufficiently general to save a coun-
try from the deterioration of its human
capital.

4. Changes in organization tend on the
whole to give a new advantage to capital.
It is now possible for a single company
or combination of companies to be spread
out over many states or many continents.
This, while it makes for efficiency, also
creates a power which may be abused and
results in a demand for laws putting upon
capital new responsibilities in the inter-
ests of its employees. It, above all, points
to the necessity of interstate and interna-
tional labor legislation. With the aid of the
International Association for Labor Leg-
islation, a number of international treaties
of great importance have been made, one
of the more recent of which is a treaty
between France and Great Britain, giving
the workers of those countries reciprocal
advantages in obtaining ecompensation for
accidents.

5. Changes in consumers’ wants create
an artificial instability of business, which
shows itself in alternating periods of
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activity and stagnation. The one tends
to produce overexertion, the other, unem-
ployment, and each demands legislation.
It will be noticed that in each of these
five cases the main purpose of the legisla-
tion in question is to prevent some injury
to the human beings for whose sake eco-
nomic progress exists, and on whose effi-
ciency its continuance depends. We should,
therefore, add to the five elements of a
dynamic society which have been enumer-
ated, a sixth, which has been comparatively
neglected in the past, but which may prove
in the future to be the most important of
all. Irefer to an improvement in the qual-
ity of the population itself. This is not
altogether a dream. The average duration
of the human life has within a century been
decidedly lengthened in many of the lead-
ing countries of the world. In England
and Wales, e.g., the average duration of
life among males in the period 1838 to
1854 was 39 %o years, in 1891 to 1900,
44 %9. In Sweden the average duration
has increased from 39 %, in 1816 to 1840,
to 50 %10 in 1891 to 1900. Our statistics do
not enable us to make general statements
for the United States as a whole, but in
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several of the States the same tendency
shows itself.?

Many diseases and many accidents are
now recognized as clearly preventable.
There is every reason to believe that by
proper care human life can be lengthened,
disease and accidents diminished, and the
physical strength of the population im-
proved; but, in order to bring about this
most important element of progress, the
state itself, which alone has an interest
extending beyond that of the individual
lifetime, must intervene, in order to pre-
vent well-recognized causes of retrogres-
sion and also to promote those elements
which make for improvement.

In this process, mistakes are pretty sure
to be made. Eugenics has not yet reached
the position of an exact science. All legis-
lation that is passed with good intentions
does not produce the desired results. The
point to be emphasized is that economic
progress in itself involves inevitably in
each of its elements some form of labor
legislation. As long as change continues,
we must expect that labor legislation will

2 Irving Fisher: Report on National Vitality, 1909,
pp. 18, 19.
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be necessary. If the laws of the Medes
and Persians were immutable, it was be-
cause their economic life was stagnant.
We should not forget, however, that the
oriental politicians who are responsible
for introducing this tradition into litera-
ture invoked the immutability of the law
on behalf of a brand-new measure of their
own devising, the purpose of which was to
check reform by casting the reformer into a
den of lions. For according to the prophet
Daniel, ‘“All the presidents of the king-
dom, the governors, and the princes, the
counsellors, and the captains, have con-
sulted together to establish a royal statute,
and to make a firm decree, that whosoever
shall ask a petition of any God or man for
thirty days, save of thee, O king, he shall
be cast into the den of lions. Now, O king,
establish the decree, and sign the writing,
that it be not changed, according to the
law of the Medes and Persians, which
altereth not.”’”* At the present day, there
are no more ardent advocates of the immu-
tability of the law, none who more zeal-
ously urge that things be left alone, than
those the value of whose property rights
3 Book of Daniel, vi. 7, 8.
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rests upon some comparatively recent law,
such as a liberal charter or a high import
duty.

This conception of labor legislation, if
it could be generally entertained by our
legislators and the public, would lead to
certain important, practical results.

1. Labor legislation would be less in
quantity and better in quality. A measure
adopted for what seems an emergency is
almost always hastily drawn and soon
requires amendment. As soon as it is rec-
ognized that a certain type of legislation
results from permanent conditions, more
care will be bestowed upon it, and the
changes will be fewer.

2. Legislation would also on the whole
be more prompt. Certain general effects
of industrial progress are well known by
the experience of other states. These are
often not corrected until they have become
so flagrant that they are taken up by phi-
lanthropists or trades unions, and correc-
tive measures are then passed under
pressure without due study. Legislation is
often so afraid of crossing its bridges
before it comes to them, that it does not
keep them in decent repair.
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3. Laws would be more uniform, if
labor legislation were recognized as result-
ing from certain general economic condi-
tions which are universal, or nearly so.
More care would be taken to secure har-
monious action between different countries
and different States in the same federa-
tion.

4. Labor laws would be less frequently
the expression of class feeling. Many bills
which excite prejudice on this ground
would be recognized as being really in the
general interest. The courts, too, might
perhaps find it easier to distinguish be-
tween enactments which are really class
legislation and as such condemned by con-
stitutional principles, and those laws
which, while applying to certain definite
groups, are in reality passed for the
benefit of all.

5. The recognition of labor legislation
as a permanent feature of our statutes
would make it more consistent, because the
very thought of adapting it to changes in
economic conditions would force us to
think more of those economic ideals which
underlie subconsciously most social legisla-
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tion, but are not always recognized or
steadily followed.

Each great period of the world’s history
has had some such economic ideal, which,
whether or not formulated in words, has
become a part of the mores of the time and
country and has guided the law in its main
features. Under the feudal system, soci-
ety was divided into horizontal strata,
based mainly on their relation to land, and
involving specific duties as well as rights.
The guild system dovetailed quite prop-
erly with this system, although not
strictly a part of it, since under it the
mechanics of the cities were classified and
their places definitely determined, the
crafts themselves being more or less hered-
itary. Whatever the merits or demerits
of this system, it was one of order rather
than one of freedom, one of conservatism
rather than of progress.

The economic ideal of the United States
is very different from this. It may not be
eagy to define it in a few words, but its
most concise expression is perhaps found
in that part of the preamble of the Federal
Constitution which states, after enumerat-
ing certain political purposes, that its
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object is ‘‘to promote the general welfare
and secure the blessings of liberty to our-
selves and our posterity.”” Our ideal is
clearly not a caste system, nor even a hier-
archy of functions such as existed under
the feudal system. It is a system of free-
dom which implies equality of opportunity
for all. This does not mean anarchy, for it
is a liberty which brings blessings. It is
not the paper liberty of a phrase. It is,
moreover, a liberty of the race, not of the
individual. All this implies, therefore, a
liberty so regulated as to prevent one indi-
vidual or one group from abusing their
liberty to the harm of others.

This policy, though unfortunately not
always realized, is seen in many typical
pieces of legislation, both Federal and
State. The public land policy of the
United States is based upon the idea of
putting the land into the hands of small
farmers, and therefore preventing its
monopolization by a few. The homestead
exemption laws of our States interfere
with freedom of contract in the interest of
the family. The Federal government intro-
duced within the first few years of its
existence a system of caring for seamen

8



PROGRESS AND LABOR LEGISLATION

of the merchant marine in case of sickness
by means of what would now be called
compulsory sick insurance.* This remark-
able piece of labor legislation, enacted in
1798, anticipated by nearly ninety years
the introduction of general compulsory
sick insurance by Germany, showing that,
even in those early days of weakness and
decentralization, the United States was
ready to practice social politics, when the
practicability and the necessity of it were
apparent. If a few years earlier Alex-
ander Hamilton advocated a protective
tariff, partly on the ground that it would
introduce the factory system and thus
secure the employment of children ‘‘of a
tender age,’”® this was not because of any
desire to break down the health of the
population, but simply because the evils
of the factory system were not appreciated,
as were the dangers of the sailor’s life.

We are fortunate in this country in hav-
ing an ideal clearly expressed and pretty

4 For a full history of the Marine Hospital Service the
writer is indebted to a still unpublished monograph on
the subject, written by Dr. A. M., Edwards for the
Carnegie Institution of Washington.

5 Report on Manufactures, 1791, p. 87 of reprint of
1837.
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generally accepted, and it is this ideal
which must give consistency to labor leg-
islation. But it is a consistency of pur-
pose, not of words, that we must aim at.
A navigator might seem vacillating to a
landlubber who observed that he sailed
now on the port tack and now on the star-
board tack and constantly changed his
helm. But through all of the apparent
changes he is working steadily against the
wind toward his port. Labor legislation
must likewise adapt itself to the particular
exigencies of the times, maintaining always
as its final purpose in the United States,
“‘to secure the blessings of liberty to our-
selves and our posterity.’”’ Its very prohi-
bitions are in the interest of a greater
liberty, just as the traffic regulations of a
great city put restrictions upon the indi-
vidual driver for a time, in order to secure
a freer circulation for the traffic as a
whole.

The movement for more intelligent labor
legislation is but a part of the great move-
ment for the conservation of our natural
resources. But in the construction of the
irrigation works which are already re-
claiming so many square miles of territory
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CHAPTER VI

FuxpaMeENTAL Distincrions IN LaBor

LEecisvaTIioN

In the scholarly presidential address,
which he delivered at the first annual meet-
ing of the American Association for Labor
Legislation, Professor Ely dealt with the
relations of labor legislation to economic
theory. He showed that most of the early
economists were on principle opposed to
legislation, which seemed to them to be a
futile interference with economic laws, but
that their successors gradually changed
their views, until at the present day there
are very few who would condemn labor
legislation as such. If, however, we no
longer hold that all labor legislation is un-
scientific and futile, neither do we believe
that all that goes under that title is scien-
tific and effective. Still less do we believe
that everything that is demanded in the
name of labor is going to accomplish what
is expected of it, even when we approve of
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its general aim. And while the doectrine
of laissez faire no longer ranks as an
infallible principle of statecraft, it may
still serve the useful purpose of the slave
who stood behind the triumphant Roman
general to remind him that he was still a
man. We, too, need occasionally to: be
reminded that, though legislation has
accomplished much, it has also frequently
failed; that it is apt, even when successful,
to produce unexpected results; and that we
cannot be too careful to study, with all of
the statistical and administrative material
at our disposal, the complex operation of
past laws before advocating new ones. We
prefer to let evils work their own cure, if
they can, and we must always balance the
¢‘ills we have’’ against those ‘‘we know not
of.”” We have thus reached the point at
which the emphasis should be laid, not on
negation, nor on agitation, but rather on
diserimination.

The general term labor legislation em-
braces at the present day a heterogeneous
mass of enactments which impinge upon
the individual in very different ways, and
which really fall into three quite distinet
classes, if we group them with reference
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to their immediate bearing on economic
processes.

In the first class, which is also the oldest,
we have what is commonly termed protec-
tive labor legislation. Familiar types are
laws limiting the age of employment of
children, limiting the hours of employment,
prohibiting certain kinds of employment to
women or children, requiring the use of
safety appliances in connection with ma-
chinery, limiting migration, etc. They
determine the conditions under which labor
must be performed, but do not directly
affect the terms of exchange. They oper-
ate like dykes, which confine a river to a
certain bed but do not change the flow or
general course of the water.

In the second class we have legislation
which aims not so much at excluding cer-
tain unfavorable conditions of labor as at
the direct bestowal of pecuniary benefits.
This legislation may not inappropriately
be called distributive or positive legisla-
tion. Compulsory insurance laws which
require the employer or the state to con-
tribute a part of the funds would come
under this head, as well as employers’ lia-
bility laws, old age pension laws, laws pro-
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viding for the fixing of wages by wage
boards or compulsory arbitration, ete.
These laws require certain positive contri-
butions on the part of the public, the
employer, or the wage receiver, or of sev-
eral of them combined. They directly
affect the terms of exchange by supple-
menting or modifying the wage contract.

In the third class we have legislation
which is designed to encourage or promote
certain institutions, but which neither con-
tains a prohibition nor an injunction, and
may therefore be called permissive. Most
of these laws in their application to labor
involve the use of certain forms of self-
help. In this group we should include,
therefore, laws permitting and regulating
labor organizations, benefit societies, co-
operative associations, voluntary arbitra-
tion boards, joint boards for collective
bargaining, ete.

The attitude of the law-giver towards
the citizen in these three classes may be
tersely expressed as follows: laws of the
first class are mainly prohibitive and say
‘‘thou shalt not’’; laws of the second class
are mainly mandatory and say ‘‘thou
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shalt’’; laws of the third class are mainly
permissive and say ‘‘thou mayest.”’

It would carry us too far to attempt any
statistical study of the way in which the
laws of these three classes have operated
in practice, but their influence upon eco-
nomic forces may be explained by an anal-
ogy drawn from another and less debat-
able department of economies. While on
many topics economists are still at vari-
ance, the experience of the world in dealing
with money has been so long, and it has
been the subject of such careful study, that,
in spite of differences of opinion regarding
certain points of monetary policy, there is
a pretty general agreement regarding the
laws of monetary circulation. One of the
most important aims of all monetary legis-
lation is to establish a definite standard of
value. For centuries the world’s stand-
ards were steadily deteriorating. For
many years after Sir Thomas Gresham had
formulated his famous law, according to
which bad money drives out good money,
no means had been discovered of coun-
teracting what seemed to be an inevitable
law of monetary degeneracy. Just as soon
as one metal depreciated in value, just as
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soon as the government issued coins of
light weight, or dishonest people sweated
or clipped the coins, the inferior coins
tended to remain in circulation, while the
better ones were melted down or hoarded.
The competition of those who had money
to sell—that is, who wished to buy goods—
took the form of offering the poorest
money that the other party to the bargain
could be induced to accept. Gresham’s
law was, however, not an inevitable law of
nature. Like all economic laws it expressed
a tendency; therefore, it expressed what
will happen under conditions favorable
to that tendency. It did not say that
the tendency could not be neutralized by
changing the conditions. And as soon as
the government decreed that coins below
a certain weight and fineness should not
be received as legal tender, and provided
for the retirement of light coins, the profit
on using cheap money disappeared. The
question was no longer, How bad a coin
can be palmed off for a certain kind of mer-
chandise? but, How much merchandise
shall be given for a standard coin?

Now there is a close analogy between
the condition of things in the world of
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money down to the end of the eighteenth
century, and in the world of labor during
a good part of the nineteenth. In the
wholesale and impersonal demand for
labor which grew up with the factory
system there was a natural tendency to
employ those who would work for the
longest hours and at the lowest wages.
The result of employing this cheap labor
was in the end to also make labor less
efficient, and therefore worth less to the
employer. It was practically impossible
for the individual to fight against this
tendency. An employer who deliberately
paid higher wages in the expectation of
getting more efficient labor was in the posi-
tion of a person who should endeavor to
raise the standard of the coinage by always
paying out the best instead of the poorest
coins that passed through his hands. He
would have his trouble for his pains, and
others would reap the benefit of his liberal-
ity. When laws were passed against child
labor, limiting the hours of employment,
limiting the age of employment, etc., and
enforcing them by inspection, a new stand-
ard was created. The buying and selling
of labor did not cease. The demand and
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supply acted as before. But the conditions
under which they acted were changed. A
child of ten years was no longer legal
tender in the labor market. A day of
thirteen hours was no longer a legal stand-
ard of time wages. The government did
for labor what it had done for money,-by
providing that certain kinds of service
should be as illegal as were certain kinds
of money. The intervention of the State
established a standard, changed the condi-
tions of competition, and made it impos-
sible for the employer to employ labor
below a certain grade.

Labor laws of the second class, which I
have designated as ‘‘distributive,’’ also
have their analogy in monetary legislation.
Just as the monetary standard has some-
times been changed in order to benefit a
certain class, especially to bring about a
redistribution of wealth between debtor
and creditor, so most of these laws en-
deavor to bring about a redistribution of
wealth either between employer and em-
ployed, or between present and future
income. If the government, e.g., issues
paper money which is worth only 90 per
cent of its face value, the debtor gains a
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hundred dollars on every transaction of a
thousand dollars.

Just so a law providing for compulsory
insurance at the expense of the employer
virtually says: Whenever you owe $1 in
wages you are obliged to pay not merely
the $1 stipulated, but $1 plus a certain per-
centage needed to pay for the cost of insur-
ance. Now while changes in the value of
money which are brought about by unfore-
seen variations in the value of the metal
may produce beneficial effects, history has
taught us the danger of changes which are
made deliberately with the intention of
helping one class at the expense of another,
and the history of labor legislation likewise
shows that such a danger is inherent in all
legislation of this kind. The danger is not
great enough in all cases to condemn it.
But there is always a risk of demoralizing
the class supposed to be benefited in any
law which produces a gratuitous distribu-
tion of property, unless carefully guarded
against abuse. This danger is seen in the
inheritance of millions by an irresponsible
heir, in the marrying of millions by a con-
scienceless fortune hunter, in the subsidiz-
ing of industry by a protective tariff, no
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less than in lavish poor relief and in the
transfer of wealth by law to the working
middle class. All such laws are exposed to
a danger not found in laws of the first
class, which involve primarily a restriction
rather than a privilege.

Labor laws of the third class also find
their analogy in monetary legislation.
Laws providing for the chartering of banks
are here the counterpart of laws providing
for the organization of trade unions,
co-operative societies, and voluntary arbi-
tration boards. A national banking law
does not necessarily create national banks.
National banks exist only if there are
enterprising ecapitalists who desire to
organize themselves under the law. For
the same reason a law permitting the exist-
ence of trade unions does not necessarily
lead to their formation. No unions will be
formed, unless there are people who can
command the intelligent leadership and
interest needed to organize them. The
form, too, which they take will depend
upon the national character, the economic
and social habits, the prejudices, and even
theories of those concerned. Hence we see
that labor unions have taken one form in
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England, but quite different forms in
Germany, in France, and in the United
States.

In distinguishing these three types, I do
not mean to assert that they are always
kept perfectly distinct in practice. Labor
legislation sometimes progresses in the
accomplishment of a certain end from one
type to the other. The small success
of voluntary schemes for workingmen’s
insurance led the German government to
introduce compulsory insurance, thus pass-
ing from laws of the third type to those of
the second. As regards savings, this
matter is still regulated by laws of the
third type in general, but some economists
are now advocating compulsory saving as
a kind of insurance against unemployment.
Likewise the limited success of voluntary
arbitration boards has led in Australasia
to compulsory arbitration. In still other
cases two methods may be combined in a
single law. Thus in the Ghent system of
insurance against unemployment, there is
a coercive or distributive feature in that
the town pays out of the proceeds of taxa-
tion a certain sum towards the allowance
of those who are out of work, but it pays
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CHAPTER VII
Purposes oF LaBor LEGISLATION

We have thus far distinguished between
different types of legislation with refer-
ence to the way in which it operates upon
the economic processes. If we now look at
the general purpose and trend of such
legislation, we shall see that there are two
main purposes which are not necessarily
antagonistic, but which are yet distinct.

The first purpose, which applies to all of
the so-called labor protective laws and
many of those which fall in the other two
classes, is the preservation of the race and
maintenance of its quality. The principal
argument for protecting children and
women against excessive or unhealthy
work is that the next generation is threat-
ened. The first child labor laws of Prussia
were inspired by General von Horn, who, in
1828, called the king’s attention to the diffi-
culty of getting able-bodied recruits from
the manufacturing districts of the Rhine
province. This same purpose applies to
many other types of legislation. One of
the strongest arguments for workingmen’s
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insurance is that the burden which falls
upon women and children in the case of
industrial accidents or disease is lightened,
and that thus the succeeding generation is
brought up under more wholesome condi-
tions.

Quite a different purpose appears
when legislation aims to influence ‘the
distribution of wealth between different
classes, when it consciously tries to raise
the level of the wage-receiving class at the
expense of the employers or of the com-
munity at large. These two tendencies,
which are really quite distinct, are often
confused. Many people, especially those
of the individualistic school, are apt to
group all labor legislation together as
socialistic; and in many cases the very
epithet, in the mind of those who use it, is
enough to condemn the movement. This,
however, is a superficial view. Socialism
is not the only antithesis to individualism.
If the extreme individualist is one who
believes in the greatest liberty of the indi-
vidual, he may be restrained either in the
interest of his contemporaries or in the
interest of his successors. The motto of
the individualist who disregards the inter-
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ests of his contemporaries is, ‘‘The public
be damned’’; the motto of the individualist
who disregards the interests of his suc-
cessors is, ‘‘After us the deluge.”” Thus
there are two policies opposed to indi-
vidualism, one of which takes into account
contemporary relations, the other of which
considers the element of time. Our social
world, like our physical, is a world of three
dimensions, not of two. From one point
of view individualism is justly contrasted
with collectivism or socialism. From the
other it is contrasted with a movement
which is in reality not new, but which is as
yet so little conscious of itself that nobody
has apparently thought of giving it a
name. If we may be permitted to borrow
a word which was, I believe, first coined by
Mr. Louis R. Ehrich, we may call it ‘‘pos-
teritism.’”” This movement is so important
for the welfare and the permanent strength
of any society, and it is capable of so many
applications, that it almost implies a revo-
lution in our social ideals. The general
care for the life, intelligence, and morals
of the next generation, as shown in labor
laws, in the steps taken for the preserva-
tion of the national health, in the fight
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against tuberculosis, and in the creation of
playgrounds for children, is but part of a
greater movement which also includes
measures for preserving our forests and
our mineral resources, for draining our
swamps, and for irrigating our deserts.
Still another phase of it is seen in the study
of eugenics by our sociologists. It is not
difficult to interest people in the preserva-
tion of our natural resources, but those
who are far-seeing recognize that the peo-
ple who inhabit a country are as much an
asset as is its material wealth. Indeed, one
without the other would be of little use.
Protective labor legislation forms, there-
fore, a part, but a very important part, of
the general movement for posteritism.

Much of this is not new. England, the
states of continental Europe, and many of
our own States furnish us with an abun-
dant experience on which to base future
action. And yet the matter is attended, in
the United States, with peculiar difficulties
which are partly legal and institutional,
partly economic.

The legal difficulties arise from the very
framework of our government. We have
within the limits of the United States,
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excluding Alaska and our distant depen-
dencies, no less than fifty-one different
legislative bodies which have the power to
pass laws for a larger or smaller territory.
Our country presents a more complex
legislative problem than all the states of
Europe taken together. There is, it is
true, no lack of labor legislation in the
United States. During the year 1907 alone,
no less than 405 measures regarding labor
were passed, and not all of the legislatures
were working that year.! But though
many of our commonwealths are far ad-
vanced and stand on a par with the best
states of Europe with regard to certain
matters, we find that even adequate laws
for the protection of the labor of children
are still lacking in many of the States, laws
for the protection of the labor of women
are often subject to attack and nullification
on constitutional grounds. When we look
at the administration of these laws, we are
obliged to confess that very frequently
they are not executed by experts, but that
the poison of the spoils system still neutral-
izes, in far too many cases, the good that
laws might otherwise accomplish.

1 Mass, Labor Bull.,, March-April, 1908, p. 69.
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