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PREFACE.

THE economic changes that have occurred during the '“'
last quarter of a century—or during the present generation |
of living men—have unquestionably been more important !
and varied than during any former corresponding period of *
the world’s history. It would seem, indeed, as if the world,
during all the years since the inception of civilization, has
been working up on the line of equipment for industrial
effort—inventing and perfecting tools and machinery, build-
ing workshops and factories, and devising instrumentalities
for the easy intercommunication of persons and thoughts,
and the cheap exchange of products and services; that this
equipment having at last been made ready, the work of
using it has, for the first time in our day and generation,
fairly begun; and also that every community under prior
or existing conditions of use and consumption, is becoming
saturated, as it were, with its results. As an immediate
consequence &e world has never seen anything comparable {
to the results'of the recent system of transportation by land
and water; never experienced in so short a time such an|
expansion of all that pertains to what is called “ business” ;
and has never before been able to accomplish so much inj
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the way of production with a given amount of labor in a
given time.

Concurrently, or as the necessary sequence of these
changes, has come a series of wide-spread and complex dis-
turbances; manifesting themselves in great reductions of the
cost of production and distribution and a consequent remark-
able decline in the prices of nearly all staple commodities,
in a radical change in the relative values of the precious
metals, in the absolute destruction of large amounts of
capital through new inventions and discoveries and in the
impairment of even greater amounts through extensive
reductions in the rates of interest and profits, in the dis-
content of labor and in an increasing antagonism of nations,
incident to a greatly intensified industrial and commercial

} competition. { Out of these changes will probably come fur-

ther disturbances, which to many thoughtful and conserva-
tive minds seem full of menace of a mustering of the bar-
barians from within rather than as of old from without,
for an attack on the whole present organization of society,

 and even the permanency of civilization itself.

The problems which our advancing civilization is forc-
ing upon the attention of society are, accordingly, of the
utmost urgency and importance, and are already occupying
the thoughts, in a greater or less d(egree, of every intelligent

. person in all civilized countries. { But, in order that there

: may be intelligent and comprehensive discussion of the

gituation, and more especially that there may be wise re-

medial leglslatlon for any economic or social evils that may
[~ -

exist, it i8 requisite that there should be a clear and full

:recogmtlon of what has happene_d/ And to simply and

comprehensively tell this—to trace out and exhibit in some-
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thing like regular order the causes and extent of the indus-
trial and social changes and accompanying disturbances
which have especially characterized the last fifteen or
twenty years of the world’s history—has been the main pur-
poee of the author. At the same time the presentation of
whatever in the way of deduction from the record of experi-
ence has seemed legitimate and likely to aid in correct con-
clusions, has not been disregarded.

In the main the following pages are a reproduction of a
series of papers originally contributed to and published in
“The (New York) Popular Science Monthly,” and in part
in “ The (London) Contemporary Review ”” (1887 and 1888).
These have, however, in great measure been rewritten, care-
fully revised, and brought up to a later date.

NorwicH, CoxxecticuT, August, 1889.
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Economic disturbances since 1878—Character and universality of such dis-
turbances —Conditions antecedent—Experience of Germany —Of the United
States—Effect of crop failures in Europe, 1879-'81—Disturbances in Great
Britain, France, Belgium, Russia, and S8pain—Chronological presentation
of industrial experiences—Speculations as to causes—Tendency to magnify
local influences—The recognition of a cause universal in its influence
necessary to explain s universal phenomenon.

THE existence of a most curious and, in many respects,
unprecedented disturbance and depression of trade, com-
merce, and industry, which, first manifesting itself in a
marked degree in 1873, has prevailed with fluctuations of
intensity up to the present time (1889), is an economic and
social phenomenon that has been everywhere recognized.
Its most noteworthy peculiarity has been its universality;
affecting nations that have been involved in war as well as
those which have maintained peace; those which have a
stable currency, based on gold, and those which have an
unstable currency, based on promises which have not been
kept ; those which live under a system of free exchange of
commodities, and those whose exchanges are more or less
restricted. It has been grievous in old communities like
England and Germany, and equally so in Australia, South
Africa, and California, which represent the new; it has
been & calamity exceeding heavy to be borne, alike by the
inhabitants of sterile Newfoundland and Labrador, and of
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the sunny, fruitful sugar-islands of the East and West In-
dies; and it has not enriched those at the centers of the
world’s exchanges, whose gains are ordinarily the greatest
when business is most fluctuating and uncertain.*

One of the leading economists and financiers of France,
M. Leroy Beaulieu, claims that the suffering has been great-
est in his country, humiliated in war, shorn of her territory,
add paying the maximum of taxation; but not a few stand
ready to contest that claim in behalf of the United States,
rejoicing in the maintenance of her national strength and
dominion, and richer than ever in national resources.

Commenting upon the phenomena of the industrial de-
pression subsequent to the early months of 1882, the Director

* The poverty in Australia, in 1885, was reported to be more extremeo than
at any former period in the history of the colonies ; multitudes at Adelaide,
South Australia, surrounding the Government House and clamoring for food
—the causes of distress assigned being failure of the harvest, drought, and
general commercial dcpression. This depression, especially of the agricultu-
ral interests, continued in a marked degree through the year 1885, the ex-
ports of the oolonies declining thirteen per cent and the importa six per cent
as compared with those of the preceding year. With an increase of three per
cent in population for the year, the colonial revenues of 1886 also showed a
marked decline as compared with 1885. Since 1887, howevor, business in
Australia has greatly improved.

‘“ The close of the year 1884 brought with it little, if any, improvement,
in the material condition of South Africa. Commercial disasters may not
have been 8o frequent as during the previous year, but this may be explained
by the fact that trade has reached 8o low a lcvel that very little room existed
for further failures. No new enterprises have been set on foot, and the sus-
pension of many of the public works has tended to further reduce the com-
mercial prosperity of the country. Consumption has been upon the lowest
possible scale, retrenchment universal, and want of employment, and even of
food, among the laboring-classes, a grave public difficulty.” — United States
Consul S1LER, Rsport to State Department, 1885,

January, 1885. The price of mackerel in 1884 (Boston) was lower than at
any time since 1849 ; and, in the case of codfish, the lowest since 1838. On
the other hand, the price of mackerel in December, 1888, in the rame market,
was 80 high as to almost render the consumption of this article of food a mat-
ter of luxury. In all countries dependent in a great degree on the production
of cane-sugar, the depreasion of industry in recent ycars has also been very
great, and still (1889) continues,
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of the United States National Bureau of Labor, in his re-
port for 1886, considers the nations involved, in respect to
their relations to each other and to severity of experience,
to stand in the following order : Great Britain, the United
States, Germany, France, Belgium. The investigations of
the director also indicated a conclusion (of the greatest im-
portance in the consideration of causes); namely, that the
maximum of economic disturbance has been experienced in
those countries in which the employment of machinery, the
efficiency of labor, the cost and the standard of living, and
the extent of popular education are the greatest; and the
minimum in countries, like Austria, Italy, China, Mexico,
South America, etc., where the opposite conditions prevail.
These conclusions, which are concurred in by nearly all
other investigators, apply, however, more especially to the
vears prior to 1883, as since then *depression ” has mani-
fested itself with marked intensity in such countries as
Russia, Japan, Zanzibar, Uruguay, and Roumania.

The business of retail distribution generally—owing,
probably, to the extreme cheapness of commodities—does
not, moreover, appear to have been less profitable than usual
during the so-called period of depression; in contradistinc-
tion to the business of production, which has been generally
unprofitable.

It is also universally admitted that the years immediately
precedent to 1873—i. e., from 1869 to 1872—constituted a
period of most extraordinary and almost universal inflation
of prices, credits, and business; which, in turn, has been
attributed to a variety or sequence of influences, such as
excessive speculation ; excessive and injudicious construction
of railroads in the United States, Central Europe, and Rus-
gia (1867-"73) ; the opening of the Suez Canal (1869); the
Franco-German War (1870-'71); and the payment of the
enormous war indemnity of fifty-five hundred million francs
(eleven hundred million dollars) which Germany exacted
from France (1871-'73). The contemporary comments of
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two English journals, of recognized authority, on the course
of events in 1872, constitute also an important contribution
to our information on this subject. Under date of March,
1873, the London * Economist,” in its review of the com-
mercial history of the preceding year, says:

Of all events of the year (1872) the profound economic changes
generated by the rise of prices and wages in this country, in Central
and Western Europe, and in the United States, have been the most
full of moment.

And the London “ Engineer,” under date of February,
1873, thus further comments on the situation :

The progress of events during 1872 will not soon be forgotten by
engineers. The position assumed by the working-classes, and the un-
precedented demand for iron and machinery, combined to raise the
cost of all the principal materials of construction to a point absolutely
without parallel, if we bear in mind that the advance of prices was
not localized, but universal, and that the duration of the rise was not
limited to a few months or weeks, but, baving extended already over
a period of some months, shows little sign at this moment of any sen-
sible abatement. In 1872 scarcely a single step 1n advance was made
tn thesctence or practice of mechanical engineering. No one had time
to snvent, or improve, or try new things. The workingman is setting
spurs to his employers with no gentle touch, and already we find that
every master with capital at stake is considering how best he can dis-
pense with the men who give him so much trouble. Of course, the
general answer always assumes the same shape—use a tool whenever
it is possible instead of a man.

The period of economic disturbance which commenced
in 1873 appears to have first manifested itself almost simul-
taneously in Germany and the United States in the latter
half of that year. In the former country the great and
successful results of the war with France had stimulated
every department of thought and action among its people
into intense activity. The war indemnity, which had been
exacted of France, had been used in part to pay off the
debt obligations of the Government, and ready capital be-
came 80 abundant that banking institutions of note almost

’
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begged for the opportunity to place loans, at rates as low as
one per cent, with manufacturers, for the purpose of en-
larging their establishments. ‘As a legitimate result, the
whole country projected and engaged in all manner of new
industrial and financial undertakings. Thousands of new
concerns were called into existence, the management of
which did not give the slightest attention to sound com-
mercial principles. In Prussia alone six hundred and
eighty-seven new joint-stock companies were founded dur-
ing the year 1872 and the first six months of 1873, with an
aggregate capital of $481,045,000. The sudden growth of
industries, and the temptations of cities and towns (the sud-
den augmentation of which is so striking a feature in the
history of Germany after the year 1870), had also induced
bundreds of thousands of men and women to desert agri-
cultural pursuits and to seek employment in trades. Such
a state of things, as is now obvious, was most unnatural, and
could not continue; and the reaction and disaster came
with great suddenness, as has been already stated, in the
fall of 1873, but without anticipation on the part of. the
multitude. Great fortunes rapidly melted away, industry
became paralyzed, and the whole of Germany passed at once
from a condition of apparently great prosperity to a depth
of financial, industrial, and commercial depression that had
never been equaled.

In the United States the phenomena antecedent to the
crisis were enumerated at the time to be, “a rise of prices,
great prosperity, large profits, high wages, and strikes for
higher ; large importations, a railway mania, expanded credit,
over-trading, over-building, and high living.” The crisis
began on the 17th of September, 1873, by the failure of a
comparatively unimportant railway company —the New
York and Oswego Midland. On the 18th, the banking-
house of Jay Cooke & Co. failed. On the 19th, nineteen
other banking-houses failed. Then followed a successicn of
bankruptcies, until in four years the mercantile failures
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had aggregated $775,865,000; and on January 1, 1876, the
amount of American railway bonds in default amounted to
$789,367,655.

The period of economic disturbance which thus began
in Germany and the United States soon extended to France
and Belgium; and thereafter, but with varying degrees of
severity, to Great Britain (i. e., in the latter months of the
succeeding year), to the other states of Europe, and ulti-
mately to the commercial portions of almost every country.
The testimony before the British Parliamentary Commis-
gion (1885-'86), however, shows that the depression in Great
Britain was not at once universal ; but that;on the contrary,
production, employment, and profits, at such great manu-
facturing centers as Birmingham and Huddersfield, were
above the average until 1875.

By many writers on this subject, the depression and dis-
turbance of industry, which commenced in 1873, are re-
garded as having terminated in 1878-"79; but all are agreed
that they recommenced, with somewhat modified conditions,
and even with increased severity, in 1882-'83. A full con-
gideration of the larger evidence which is now (1889) avail-
able would, however, seem to lead to the conclusion that
there really was no termination of the abnormal course of
events, and the marked definite commencement of which
is assigned to 1873, but that what has been regarded as
a ‘“termination” was only an “interruption,” occasioned
by extraordinary causes, varying locally, and by no means
universal. Thus, a failure during the years 1879, 1880, and
1881, of the cereal crops of Europe and most other coun-
tries of the world, with the exception of the United States—
a failure for which, in respect to duration and extent, there
had been no parallel in four centuries—occasioned a remark-
able demand on the latter country for all the food-products
it could supply at extraordinary prices—the exportations of
wheat rising from 40,000,000 bushels in 1877 to 122,000,000
in 1879, 153,000,000 in 1880, and 150,000,000 in 1881 ; while
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the corresponding values of the amount exported rose from
$47,000,000 in 1877 to $130,000,000 in 1879, $190,000,000
in 1880, and $167,000,000 in 1881. There was also a corre-
sponding increase in the quantity and value of the Ameri-
can exports of other cereals, and also of most meat products
and provisions.*

Such a demand at extraordinary prices for crops, beyond
the average in quantity and quality, brought temporary .
prosperity to American producers, and induced great in-
dustrial and commercial activity throughout the United
States; and although the crops of other countries were
notably far below the average, yet the great advance in
prices undoubtedly went far to alleviate the distress of the
foreign agriculturist, even if it did not in some cases actu-
ally better his condition and increase his purchasing power
of other than food-products. The extent to which the
American producer availed himself of his increased purchas-
ing power during the years under consideration is indicated
by the increase which occurred in the importation of foreign
merchandise on the part of the United States, namely, from
$437,051,000 in 1878 to $667,954,000 in 1880, and &722,-
639,000 in 1882. Such an increase represented payment in
part for American exports ($110,575,000 in gold and silver
being imported in addition in 1881), and a corresponding
demand for the products of foreign industries—the special
effect on British industry being characterized by a statement
from one of the witnesses before the Royal Commission (a
representative of one of the districts of Liverpool) that « the
depression continued until 1880, when there occurred an
American boom, which temporarily lifted prices and induced

# No. 1 spring wheat, which commanded §1.05 per bushel in the New York
market on the 1st January, 1878, was quoted at §1.60 at a corresponding date
in 1879 ; and at $1.39in 1881. The corresponding advance in corn was from
45 cents per bushel in 1878 to 68 cents in 1879, and 70 cents in 1831 ; while
the advance in mess-pork was from $7.05 per barrel in 1878 to $12.624 in 1879,
and $17 in 1881.
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activity.” The testimony of other witnesses was, however,
to the effect that in many branches of British industry there
was no improvement of condition either in 1878, 1880, or
in any subsequent year ; the Commission itself reporting (in
December, 1886) that there was a general agreement among
those whom it consulted that the depression under consid-
eration, “ 8o far as Great Britain was concerned, dates from
. about the year 1875, and, with the exception of a short
period enjoyed by certain branches of trade in the years
1880 to 1883, it has proceeded with tolerable uniformity,
and has affected the trade and industry of the country gen-
erally, especially those branches connected with agriculture.”
The Commission further reported that the information re-
ceived by them leads to the conclusion that “in Belgium,
France, Russia, Scandinavia, Spain, and the United States,”
the depression has been ¢ almost identical in its leading feat-
ures with that existing in the United Kingdom.”

In Germany and Belgium the reaction experienced in
1879, it is admitted, did not extend beyond 1882.

In France the condition of agricultural and other labor-
ers continued so deplorable that the French Chamber of
Deputies appointed a special commission of inquiry in 1884
with a view to devising measures for relief ; while in Great
Britain the condition of trade and industry has uninter-
ruptedly been regarded since 1882-'83 with great anxiety.
There is a very general agreement of opinion in England
and on the Continent of Europe that the years 1879, 1885,
and 1886 were the worst that have been experienced in the
period commencing with 1873. In England, France, and
Germany, the increase or decrease in exports is popularly
regarded as an indication of the condition of business, and,
assuming 100 to represent the exports for 1883, the decline
in the value of the exports of these several countries since
that year may be represented as follows: England, 1883,
100; 1884, 92:2; 1885, 885, a falling off in two years of
11'5 per cent. The record of France is better—1883, 100;
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1884, 93-1; 1885, 923, a falling off of 7-7 per cent; while
Germany falls behind both countries: 1882, 100; 1883, 98
1884, 89; 1885, 875, a falling off of 125 per cent. The
transport of merchandise on all the French railways, calcu-
lated in tons carried one kilometre, fell progressively from
11,064,000,000 in 1883 to 8,804,000,000 in 1886 ; the water-
carriage of France for the same period, calculated in the
same manner, remaining stationary.

The extreme depression of business in the United States
in 1884’85 showed itself very curiously in the diminution
of the receipts of the postal service of the country. In
October, 1883, the rates of letter-postage were reduced from
three to two cents per half-ounce. The aggregate receipts
fell off—as was to be expected—but the deficiency for the
second year under the reduced rate was largely in excess of
what was experienced the first year, although population
had increased by at least a million during the second period.

For the year 1887 there was a general concurrence of
opinion that the world’s business experienced a marked
improvement.

Reviewing the condition of British trade and industry,
the London “ Economist,” in its “ Commercial History and
Review of 1887,” says:

That we did a distinctly bigger business than in 1886 there can be
no doubt. Whether it was a more profitable business is another ques-
tion, and one which it is more difficult to answer. In certain branches
of trade manufacturers did undoubtedly improve their position. It was
80 in the finished iron trade, in ship-building, in the spinning branches
of the cotton trade, in the jute trade, and probably in the woolen trade
as a whole. And in other branches, if there is no improvement to
record, there was certainly little, if any, retrogression. It appears
somewhat anomalous that a year which has witnessed these changes
for the better in the general condition of (British) trade should also
have been characterized by louder complaints of lack of employment
for and of distress among our working population.

For 1887 the foreign trade of France, calculated on the
returns for 1886, showed a small improvement.
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On the other hand, the condition of trade and industry
in Russia, which is almost exclusively an agricultural and
pastoral country, continues, as it has been for recent years,
to be one of extreme depression. In the production of
wheat she has had to compete with two great competitors,
the United States and India, both of which have had de-
cided advantages in the contest. Both the United States
and India, too, have gained more by the great reduction in
the cost of ocean carriage than has Russia, which, moreover,
has suffered from many special difficulties; her political
and economical position having necessitated a considerable
increase in taxation, which has added to the cost of produc-
tion, while some of her best and most accessible customers
have shut out her cereal produce as far as possible by the
imposition of high customs duties.*

In Spain and Portugal the economic condition of affairs
during 1887 and 1888 was reported as most deplorable.
In the former country emigration was assuming alarming
proportions; and with a depression alike of agriculture and
manufactures, the disposition to gain relief by the exclusion
of all foreign competing products, or by further restrictions
on foreign trade, was becoming almost universal.

During the year 1888, owing to an undoubted expansion
of trade and a marked rise in the prices of a few commodi-
tics, “ which bulk largely in the eyes of the public, there
was a general disposition in England to belicve that there
had been a distinct rise in the general level of prices.” Ac-
cording, however, to the London *“ Economist,” an examina-
tion of all available data failed to confirm any such conclu-
sion ; but, on the contrary, showed that, eliminating from
the discussion a marked advance in the prices of the two

* A striking illustration of the condition of Russian cultivators is sup-
plied by the fact that some 80,000 of them have surrendered their land, find-
ing the costs incidental to ownership surpass the profits thereof, while the
army of beggars includes in its ranks landowners numbered by tens of thou-
sands.— Correspondence London ** Economist,”’ November, 1887,
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metals lead and copper—which was wholly due to specula-
tive influences—the general level of prices for 1888 was not
materially different from what it was in 1887. For the
United States, according to the New York ¢ Commercial
Bulletin,” there was no recovery of prices, the year 1888
cloging with prices fully six per cent lower than at its com-
mencement.

One point of interest which is here specially worthy of
note from ita bearing on the discussion of causes, is that the
recurrence of the period of depression in 1882, after the
favorable reaction which occurred to a greater or less extent
in 1879, was quiet and gradual, as if matters were naturally
again assuming a normal condition, and was not preceded
or accompanied by any marked financial or commercial dis-
turbances. On the contrary, the money markets of the
world remained “easy,” and were characterized, a8 they
have ever since been, by a plethora of capital seeking invest-
ment and a low rate of interest; so that the economic dis-
turbance since 1882 has been mainly in the nature of a
depression of industry, with a renewed and remarkable de-
cline of prices; with absolutely no decline, but rather an
increase in the volume of trade, and certainly no falling off
in production, as compared with the figures of 1880 and
1881, which years in the United States, and to some extent
in other countries, were regarded as prosperous.

The following presentation, chronologically arranged, of
brief extracts from various publications since 1872-'73, will
further assist to a recollection and comprehension of the
course of events since that period, and also exhibit the
opinions which have been expressed at different times, re-
specting the “influence,” “ caunses,” and duration of the so-
called “ depression of trade and industry,” by those who, by
position or investigation, have assumed to speak with more
or less of authority on the subject. And, with this intent,
attention is first asked to the following retrospect of the
curious experience of the iron and steel industry of the
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United States, as exhibited by quotations from the reports
of the American Iron and Steel Association from 1873 to
1887 :

1878. The year 1872 opened with an increased demand for iron in
nearly all civilized countries, Prices advanced rapidly in all markets.
The supply was unequal to the demand, although production was
everywhere stimulated.—Report of the American Iron and Steel Asso-
ctalton, November, 1873.

1874. The reaction (in the world’s demand for iron) in 1874 has
been as general and decided as the advance in 1872 was unexpected
and bewildering. It has been felt most severely in the United States;
but in the United Kingdom, and in France and Germany, the iron
industry has been so much depressed, all through the year, that many
iron-works have been closed, and many others have been employed
but a part of the time. The testimony of statistics, and of all calm
observers, shows that prostration is greater at the close of 1874 than
it was at the close of 1873, and that the general distress is greater.
At least a million of skilled and unskilled workingmen and working-
women in this country are out of employment to-day, because there is
no work for them to do.—Report, December 31, 1874

1877. Since 1873 each year has shown a decrease in the production
of pig-iron in the United States, as compared with the preceding year,
the percentage of decrease being as follows: 1874, six per cent; 1875,
fifteen per cent; 1876, eight per cent. This is a very great shrinkage,
and indicates, with concurrent low prices, a very great depression in
the pig-iron industry of the country. If the rate of decrease which
marked the period from 1873 to 1876 were to be continued, the pro-
duction of pig-iron in the United States would entirely cease in 1884,
less than eight years from the present time, and our furnace-stacks
would only be useful as observatories for the study of astronomy.—
Report, June, 1887.

1878. More than one half of the furnaces, and many of the rolling-
mills, were idle the whole year. Prices were so low as to warrant the
impression that they could be no lower.— Report, July, 1878.

1879. In nearly all the branches of the domestic iron and steel in-
dustries there has been an increased production in 1878 over 1877; but
this increase in production has been accompanied by a decrease in
prices. At no time in the history of the country have prices for iron
and steel been as low as they were in 1878, excepting in colonial days,
when the price of pig-iron was lower.—Report, May 6, 1879.

1880. Near the close of 1878 it became evident that the business
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depression which had succeeded the panic of 1873 was slowly disap-
pearing, and that a general revival of prosperity was at hand. In the
closing months of 1879 excitement and speculation took the place of
the gloom and discouragement with which the American iron-trade
had been so familiar scarce one year before, and the business of buying
and selling iron became close neighbor to that of gambling in stocks.

— Report, May, 1880.

No. 1 pig-iron, which sold for 853 per ton at Philadel-
phia in September, 1872, sold for $24 in 1874, $21.25 in
1876, $16.50 in 1878, $41 in February, 1880, and $25 in
May, 1880.

1882. The year 1881 was the most prosperous year American iron
and steel manufacturers have ever known.—Report, June, 1882.

1883. The extraordinary activity in our iron and steel industries,
which commenced in 1879, culminated early in 1882. The reaction
was not sudden, but was so gradual and tranquil that for some time it
excited no apprehension. In November and December the market was
greatly depressed. At the beginning of December, 1881, the average
price of steel rails at the (American) mills was $60 per ton, but in
December, 1882, the average price was only $39.* In all the fluctu-
ations of iron and steel that have taken place in this country, we know
of none so sweeping as this decline in the price of steel rails, if we ex-
cept in 1879 and 1880, and many of these were entirely speculative.—

Report, May, 1883.

The cause of this serious reaction was attributed, in the
game report, in great measure to the circumstance that « we
had increased our capacity for the production of most forms
of iron and steel much faster than the consumptive wants
of the country had increased.”

1884. Since the publication of the last annual report, in May, 1883,
the unsatisfactory condition of the American iron-trade, as it then
existed, has not improved. It has steadily grown worse.—Report,
May, 1884.

1887. The year 1886 was one of the most active years the American

# The average price of Bessemer steel rails, which commanded &39 per ton
st American mills in December, 1882, declined to $28.50 in 1885. For 1886 it
was $84.50 ; for January, 1887, $31.50.

2
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iron-trade has ever experienced. The improvement in demand which
had commenced in the latter part of 1885 was well maintained through-
out the whole of 1886. The production of the year in all the leading
branches of the trade was much the largest in our history. The remote
causes of the revival in the prosperity of the American iron-trade
which began in the last half of 1885, and still continues, may be diffi-
cult to discover ; but one influential immediate cause is directly trace-
able to the meeting of the Bessemer steel-rail manufacturers in August,
1885, at which meeting a restriction of production for one year to
avoid the evils of over-production and ruinous prices was agreed upon.
This action was almost immediately followed by beneficial results to
the iron-trade of the whole country, and to many other branches of
domestic industry. An incident of our industrial history for 1886 was
the large number of strikes among workingmen. More American
workingmen were voluntarily out of employment in that year than in
any previous year.—Report for April, 1887,

The year 1887 was the most active year in the history of the Ameri-
can iron-trade, far exceeding all previous years, including the remark-
able year 1886, in the production and consumption of iron and steel in
all their leading forms. In two years, from 1885 to 1887, we increased
our production of pig-iron fifty-eight per cent; our production of Bes-
semer steel ingots, ninety-three per cent; our production of Bessemer
steel rails, one hundred and nineteen per cent; and our production of
open-hearth steel ingots, one hundred and forty-one per cent. These
figures tell a story of truly wonderful progress, such as has been wit-
nessed in no other great industry in this country, and in no other iron-
making country.—Report for May, 1888.

The report for January, 1889, may be regarded as in the
nature of a natural sequence from the antecedent conditions
above reported.

There was a decline in the aggregate production of iron and stecl
in 1888 as compared with 1887, and there was a shrinkage in prices;
so that the year was not a prosperous one for our iron and steel manu-
factures, although production was still very large. We did not con-
sume as much pig-iron as in 1887. The shrinkage in consumption of
Bessemer steel rails in 1888, as compared with 1887, was 790,180 gross
tons; the greatest that has occurred since the collection of the sta-
tistics of these industries was undertaken. No. 1 anthracite pig-iron
at Philadelphia declined within the year from $21 to $18 per ton;
steel rails from $31.50 to §27.50.

N
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The following extracts from published statements and
opinions are more general in their nature, but not less in-
structive :

1876. Our country is now passing through a period of unusnal
depression, both in its industries and its business. The present de-
pressed condition of business and of financial affairs exists over all
countries having a high civilization. — Facts and Observations ad-
dressed to the Committee on Finance of the Mutual Life-Insurance
Company of New York, July, 1876, Printed for the Private Conven-
sence of the Trustees.

1876. The inquiry has been sufficiently broad to enable them (the
committee) to point out with a considerable degree of accuracy the
causes which have immediately operated to produce the present de-
pression in the commerce of the country, and in some branches of its
manufacturing and mining industries. These causes are quite beyond
legislative control in this country.—Report of Select Committee of the
House of Commons, Dominson of Canada, 1876.

1877. Hard times! For four years this sober pass-word has gained
in gravity of import. For a time it was panic; but suppositions of
speedy recovery have given place to a conviction of underlying facts
that these hard times are more than a panic; that the existing de-
pressions of trade and dearth of employment are not, in popular appre-
hension, exaggerated, but are the serious results of causes more perma-
nent in their nature than is generally considered.—Hard Times, by
Franklin W. Smith, Boston, 1877, James R. Osgood & Co.

CoXGRESS OF THE UNITED STATES,
Hotsk oF REPRESENTATIVES, June 17, 1878,

1878. Mr. Thompson submitted the following resolution, which
was agreed to:

Whereas, labor and the productive interests of the country are
greatly depressed, and suffering severely from causes not yet fully
understood, etc.: Therefore,

Resolved, That a committee of seven members of this House be
appointed, whose duty it shall be to inquire into and ascertain the
causes of general business depression, etc., and report at the next ses-
sion.

1878. Commercial depression is the universal cry—a commercial
depression probably unprecedented in duration in the annals of trade,
except under the disturbing action of prolonged war. . . . Ample evi-
dence abounds on all sides to show its extent and severity in England.
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Have other countries bowed their heads in suffering under the com-
mercial depression? Let America be the first to speak. In 1873 she
experienced a shock of the most formidable kind. She has not recov-
ered from the shock at this very hour. Let us visit Germany—Ger-
many the conqueror in a great war, and the exactor of an unheard-of
indemnity. What do we find in that country? Worse commercial
weather at this hour than in any other. Nowhere are louder com-
plaints uttered of the stagnation of trade. Austria and Hungary re-
peat the cry, but in a somewhat lower voice. And so we come round
to France, the people whose well-being has been so visited with the
most violent assaults. Her losses and sufferings have surpassed those
endured by any other nation. Yet the deep, heavy pressure of her
commercial paralysis has weighed upon her the least oppressive of all.
Such a depression, spread over so many countries, inflicting such con-
tinuous distress, and lasting for so long a period of time, the history
of trade has probably never before exhibited. —BoxaMy PRrice, Con-
temporary Review, 1878.

1879. The prevailing depression in business from which this coun-
try has suffered for six years, and from which nearly every country in
Europe is suffering still, has probably furnished support to a greater
number of conflicting economical theories than any other occurrence
of ancient or modern times. . . . The result, we need hardly say, has
not been to raise the reputation of political economy as a science. In
fact, it has never seemed so little of a science as during the past five
years, owing to the extraordinary array of proof and illustration which
the holders of the most widely divergent views have been able to pro-
duce.—The Nation (New York), May, 1879.

1879. We have just passed through a period of depression, of which,
though it came in perfect agreement with all past experiences, was
complicated by such an exceptional conglomeration of untoward cir-
cumstances, and protracted to such a weary length, that men seemed
to lose faith in the revival which was almost certain to come sooner
or later, and began to ask whether the commercial supremacy of this
country was not permanently undermined. And now, with the new
decade, the revival is really here.—The Recent Depression of Trade,
being the Ozford Cobden Prize Essay for 1879, by Waller E. Smith,
London, Tribner & Co., 1880.

1881. The industrial depression is generally thought to have com-
menced in the closing months of 1874, and it increased in intensity
throughout 1876 and 1877.— Prof. HENRY FAWCETT, “ Free Trade and
Protection,” London, 1881,

1885. The present depression of trade is remarkable, not so much
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for its intensity or for its extent—in both of which respects it has been
equaled or surpassed on previous occasions—but for its persistence
during the long period of eleven years. The industrial depression is
generally thought to have commenced in the closing months of 1874
and, during every succeeding year, it has continued to be felt with
more or less severity, and its remarkable persistence has been com-
mented on by politicians and public writers. Usually a period of de-
pression is quickly followed by one of comparative prosperity. Such
a reaction has been again and again predicted in this case, but, up to
the present time, there are no satisfactory indications that the evil
days are passing away. It is evident, therefore, that we are suffering
in an altogether exceptional manner; that the disease of the social
organism is due to causes which have not been in action on former
occasions, and that the remedial agencies which have been effective
on former occasions have now failed us.—Bad Times, an Essay on the
Present Depression of Trade, by Alfred Russel Wallace, London, Oc-
tober, 1885.

The following are notable extracts from the testimony
presented to the Royal (British) Commission, appointed
August, 1885, to inquire into the depression of trade and
industry, and embodied in their reports submitted to Parlia-
ment in 1885-'86:

1885. At the present time a general depression of trade and indus-
try is stated to exist throughout Italy. While, however, depression is
general, it does not act uniformly on all industries.—Testimony of
Ellis Colnaghi, Her Majesty’s Consul-General at Florence, Oclober 8,
1885.

The depression began full ten years ago, and still continues.— 7Tes-
timony of the Linen Merchants’ Association of Belfast, Ireland, No-
vember, 1885.

The origin of the depression from which we suffer, and which
is at the lowest point yet reached, seems to be a reaction from the
coal-famine period of 1872-'74, and which was perhaps due to the
inflation consequent on the Franco-German War in 1870. The prog-
ress of depression has been irregular, but with a persistent downward
tendency since 1874. The present tendency is still downward.— Teste-
mony of the North of England Iron Manufucturers Associalion, Sep-
tember, 1885.

The depression has been increasing in intensity during the last
four years. It was probably never greater than at present at this
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season of the year.— Testsmony of the Brstish Paper- Makers’ Associa-
tion, September, 1885.

Trade began to be depressed in 1876, and has continued so until
the year 1883, with intermittent spurts of improvement. But from
the end of 1883 the depression has become increasingly acute.— Tests-
mony of North Staffordshire Chamber of Commerce, October 21, 1885.

As a proof of the deplorable state this trade [woolen-yarn spinning,
Huddersfield, England] has been in for the last ten or fifteen years,
we most respectfully beg to inform you, we hold the list of fifty firins
of spinners who have been ruined and brought into bankruptcy court
during that period. Another proof of the very serious state of trade
here is to be found in the depreciated value of carding and spinning
machinery. Good machines, and for all practical purposes equal to
new, if brought into the market will only realize some thirty or forty
per cent of their cost price. Mill property is also in a similar posi-
tion.—Report of the Huddersfield (England) Chamber of Commerce,
October, 1885.

1886. Out of the total number of establishments, such as factories,
mines, etc., existing in the country [the United States], about eight
per cent were absolutely idle during the year ending July 1, 1885, and
perhaps five per cent more were idle a part of such time ; or, for a just
estimate, seven and a half per cent of the whole number of such estab-
lishments were idle, or equivalent to idle, during the year named. . . .
Making allowance for the persons engaged in other occupations, 998,-
839 constituted ¢ the best estimate” of the possibly unemployed in the
United States during the year ending July 1, 1885 (many of the unem-
ployed, those who under prosperou: times would be fully employed,
and who during the time mentioned were seeking employment), that it
has been possible for the Bureau to make. . . . A million people out
of employment, crippling all dependent upon them, means a loss to
the consumptive power of the country of at least $1,000,000 per day,
or a crippling of the trade of the country of over $300,000,000 per
annum.—Report on Industrial Depression, United States Bureau of
Labor, 1886.

1886. The present crisis has a much more general character than
any of the crises which have preceded it; because it is a part of an
abrupt transformation in the production and circulation of the whole
world. For the same reason., it is destined to last longer.—M. LERroY
BEAULIEU, Revue des Deuxr Mondes, 1886.

Summarizing very briefly the answers which we reccived to our
questions and the oral evidence given before us, there would appear to
be a general agroement among thosge we consulted :
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a. That the trade and industry of the country are in a condition
which may be fairly described as depressed.

b. That by this depression is meant a diminution, and, in some
cases, an absence of profit, with a corresponding diminution of employ-
ment for the laboring-classes,

¢. That neither the volume of trade nor the amount of capital
invested therein has materially fallen off, though the latter has in
many cases depreciated in value.

d. That the depression above referred to dates from about the year
1875, with the exception of a short period of prosperity enjoyed by
certain branches of trade in the years 1880 to 1883.—Report of British
Commaission, December, 1886.

There is one condition revealed—i. e., by the statistics of 1885-'86—
that is very noticeable ; which is, that prices in general touched the
lowest point in a quarter of a century. There were those who sup-
posed that the shrinking processes had been arrested in the preceding
year, and yet the figures for 1885-'86, in nearly all departments of
business, show lower prices than the previous year.—Keport of the
Chamber of Commerce, Cincinnats, 1886.

It is of interest to note how few, relatively, of the staples, raw ma-
terials or finished products, have left the year 1886 with any special
gain in price as compared with one year or with two years ago, and it
is even more striking to enumerate the list of those which show actu-
ally no gain at all, or a loss in price.—Bradstreet’s Journal, January,
1887.

Wheat, oats, sugar, butter, tobacco, and petroleum were lower in
price at the close of 1886 than at the close of 1885. Corn, oats, pork,
lard, and cotton were lower at the close of 1876 than at the beginning
of 1885.—Ibid.

For conditions of trade for the year 1887 and 1888, see
Chapter IV.

It is almost unnecessary to say that a subject of such
transcendent importance, and affecting so intimately the
material interests alike of nations and individuals, has nat-
urally attracted a great and continually increasing attention
throughout the whole civilized world, entailing at least one
notable result, namely, that of a large and varied contribu-
tion to existing economic literature. Thus, state commis-

gions for inquiring into the phenomena under consideration
have been instituted by Great Britain, the United States,
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France, Italy, and the Dominion of Canada, all of which
have taken evidence and reported more or less voluminously ;
the report of the Royal British Commission (1885-'86),
comprising five folio volumes of an aggregate of about 1,800
pages; while the books, pamphlets, magazine articles, and
reviews on the same subject, including investigations and
discussions on collateral matters regarded as elements or
results of the economic problem (such as the wide-spread
ferment and discontent of labor, and the changes in the
monetary functions of gold and silver), which have ema-
nated from individuals or commissions, have been suffi-
ciently numerous to constitute, if collected, 8 not inconsid-
erable library.

In all these investigations and discussions, the chief ob-
jective has been the recognition or determination of causes;
and most naturally and legitimately, inasmuch as it is clear
that only through such recognitions and determinations can
the atmosphere of mystery which to a certain extent envel-
ops the phenomena under consideration be dispelled, and
the way prepared for an intelligent discussion of remedies.
And on this point the opinions or conclusions expressed
have been widely and most curiously different. Nearly all
investigators are agreed that the wide-spread and long-con-
tinued “ depression of business” is referable not to one but
a variety of causes, which have been more or less influential ;
and among such causes the following are generally regarded
as having been especially potential : ¢ Over-production ”;
“the scarcity and appreciation of gold,” or ¢“the deprecia-
tion of silver, through its demonetization ”; restrictions of
the free course of commerce ”” through protective tariffs on
the one hand, and excessive and unnatural competition
occasioned by excessive foreign imports contingent on the
absence of ¢ fair” trade or protection on the other; heavy
national losses, occasioned by destructive wars, especially
the Franco-Prussian War; the continuation of excessive
war expenditures; the failure of crops; the unproductive-



CURIOUS DIVERSITY OF OPINIONS. 21

ness of foreign loans or investments; excessive speculation
and reaction from great inflations; strikes and interruption
of production consequent on trades-unions and other organi-
zations of labor; the concentration of capital in few hands,
and a consequent antagonizing influence to the equitable
diffusion of wealth; * excessive expenditures for alcoholic
beverages, and a general improvidence of the working-class-
es” A Dutch committee, in 1886, found an important
cause in “ the low price of German vinegar.” In Germany,
in 1886-'88, the continuance of trade depression has been
assigned in a great measure to the “inflammable condition
of international affairs,” and to “looming war ”; although
the great decline in the price of beet-root sugar, and the
“ immigration of Polish Jews,” are also cited as having been
influential.

In the investigations undertaken by committees of Con-
gress in the United States, the causes assigned by the various
witnesses who testified before them were comprised under
no less than one hundred and eighty heads; and an almost
equal diversity of opinion was manifested by the witnesses
who appeared before the Royal (British) Commission.*
The special causes to which a majority of the Commission
itself attached any great degree of importance, stated in the
order presented by them, are as follows: 1. Changes in the
distribution of wealth—i. e., in Great Britain; 2. Natural
tendency to diminution in the rate of profit consequent on
the progressive accumulation of capital; 3. Over-produc-
tion; 4. Impairment of agricultural industry consequent on
bad seasons, and the competition of the products of other

* The Birmingham Chamber of Commerce attributed it in great part to
German and Belgian competition, to foreign import duties on home-manu-
factured goods exported abroad, and exorbitant railway rates ; the Hartlepool
Chamber to foreign competition ; Manchester, the same ; Leeds, ‘‘ to foreign
tariffs >’ ; Liverpool, to a loss in a once large re-export trade in cotton; Wol-
verhampton, to chanyes in the hours of labor resulting from the operation of
the Factory, Workshop, and Education Acts, and the action of the various
tradcs-unions.
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soils which can be cultivated under more favorable condi-
tions; 5. Foreign tariffs and bounties and the restrictive
commercial policies of foreign countries; 6. The working of
the British Limited Liability Act. In addition to these
special causes, others of a general character were mentioned ;
such as “the more limited possibilities of new sources of
demand throughout the world, and the larger amount of
capital seeking employment ” ; ¢ the serious fall in prices ”;
“the appreciation of the standard of value” so far as con-
nected with the fall of prices and foreign competition. A
respectable minority of the commission also included, in the
list of principal causes, the effect of British legislation, regu-
lating the hours and conditions of labor on the cost of pro-
duction as compared with other countries; and the discrimi-
nations given by British railways to foreign producers in the
conveyance of goods.

It would seem as if one could not acquaint himself to
any considerable extent with the great body of literature on
this subject of the recent depression of trade, without be-
coming impressed with the tendency of many writers and
investigators of repute, and of most of the persons who
have given testimony before the commissions of different
countries, to greatly magnify the influence of purely local
causes. “The real and deep-seated cause of all our dis-
tress,” says the ¢ Oxford Prize Essay” for 1879, “is this:
the whole world i1s consuming more than it has produced,
and is consequently in a state of impoverishment, and can
not buy our wares.”

Nearly all British writers dwell upon the immense losses
to British farming capital, contingent upon deficient crops
since 1875, and the decline in the value and use of arable
land in the United Kingdom, and concurrent decline in the
price of agricultural produce, due to foreign competitive
supplies, as prime factors in accounting for trade depression ;
while, throughout much of the testimony given before the
British Commission by British manufacturers and mer-
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chants, the injurious influence of hostile foreign tariffs on
the exports of British manufactures, and the competition of
foreign manufactures in the British home market, are con-
tinually referred to as having been especially productive of
industrial disturbance. In France, the principal assigned
causes are, excessive speculation prior to 1873, followed by
bad crops; the great falling off in the production of wine
through the destruction of vineyards by the phylloxera;*
a serious depression of the silk-trade industry; the disap-
pearance of sardines and other fish from the coast of Brit-
tany; excessive taxation ; excessive increase in manufactured
products ; and restricted markets due to the competition of
foreign nations paying less wages. In Italy a succession of
bad crops, a disease among the silk-worms, and a stagnation
of the silk industry, are prominently cited ; in Denmark,
bad harvests, a disturbed state of internal politics, an altera-
tion in the metallism of the country in 1873, and general
over-production of manufactured products, are popularly
assigned as sufficient causes; and in Germany, in recent
years, to fears of international disturbances and decline in
the prices of beet-root sugar.

Excessive taxation upon trade and industry, as a leading
cause of trade depression, has also found strong advocacy,
and the evidence brought forward is certainly impressive.
The annual burden of taxation in Europe for military and

% A writer in the * Economiste Francais’’ (1888) estimates the total loss to
France from the ravages of the phylloxera since 1875, when this scourge of
the French vineyards first made its appearance, at the enormous sum of
10,000,000,000 francs, or about $2,000,000,000 ; a sum nearly double the amount
of the war indemnity of 1871. This estimate is based upon French official
statistics giving the aggregate area of vineyards destroyed in the ocountry
about 2,500,000 acres, and, on the assumption that, in addition to the acreage
of vines thus utterly destroyed, the extent of vineyards more or less infested
with the phylloxera amounts to about 500,000 acres, making thus together
3,000,000 acres. This calamity has followed very closely upon the losses of
tbe war, which, in addition to the indemnity, were very great; and has also
been concurrent with a great increase in public expenditures and in national
taxation every year since that pcriod.



94 RECENT ECONOMIC CHANGES.

naval purposes at the present time is estimated as at least
£200,000,000 ($1,000,000,000). In France, the complaints
as to the pressure of taxation on industry are universal.
The imperial taxation in 1884 was reported at £120,000,000
($600,000,000) on a population of 37,000,000. Local tax-
ation in France is also very heavy, the ocfro: duties for Paris
alone for the year 1884 having amounted to 139,000,000
francs ($27,800,000), in addition to which were other heavy
municipal taxes, as, for example, on carriages, horses, cabs,
dogs, market-stalls, funerals, clubs, canals, the keeping of
shops, and other commodities and occupations.— Testimony
of J. A. Crowe, British Commussion.

In Italy, according to the British consul-general at Flor-
ence (British Commission), the income-tax in 1884 was
above thirteen per cent, and the land-tax in some instances
as high as twenty-five per cent upon the gross rental. These
are independent of local taxation, included in which is the
octrot, which is also described as ¢ very onerous, and, not
being confined to articles of food only, have raised a quan-
tity of small internal barriers, which, in a minor degree, re-
place the customs barriers of the several small states into
which the country was formerly divided.”

In respect to Great Britain, the British Commission, as
the result of their investigations into this matter, says: ¢ Of
the fact of the increase, especially of local taxation, there is
no doubt. At the same time it will probably be found that,
rclatively to the population and wealth of the country, the
burden of taxation is now far lighter than in any previous
periods.”

The published opinions of certain persons of note on the
subject are also worthy of attention. Mr. Alfred Russel
Wallace, in his book entitled ¢ Bad Times,” London, 1885,
expresses the opinion that among the most efficient causes
for the current depression of trade are * wars and excessive
armaments, loans to despots or for war purposcs, and the
accumulation of vast wealth by individuals.”
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Dr. Wirth, of Vienna, finds a like explanation in the ex-
cessive conversion, or rather perversion, of private wealth
for public purposes. Dr. Engel, of Berlin, regards the mill-
ions wasted in war by France and Germany, from 1870 to
1871, and continued and prospective expenditures for like
purposes, as culminating causes of almost universal business
calamities; while, in the opinion of Prof. Thorold Rogers,
the scarcity and consequent dearness of gold have been the
factors of chief importance.

But side by side with all the theories that the “ depres- '/
sion ” has been occasioned by the destruction or non-pro-
duction of vast amounts of property by wars, bad harvests,
strikes, loss of capital by employment in worthless enter-
prises, the conversion of an undue amount of circulating cap-
ital into fixed capital, and extravagant consumption, should
be placed the facts that statistics not only fail to reveal the
existence of any great degree of scarcity anywhere, but, on
the contrary, prove that those countries in which depression
has been and is most severely felt are the very ones in which
desirable commodities of every description—railroads, ships,
houses, live-stock, food, clothing, fuel, and luxuries—have:
year by year been accumulating with the greatest rapidity,
and offered for use or consumption at rates unprecedented for
cheapness. If lack of capital, furthermore, by destruction
or perversion, had been the cause, the rate of profit on the
use of capital would have been higher; but the fact is, that
the rate of profit on even the most promising kinds of capital
during recent years has been everywhere exceptionally low.

Another notable tendency among investigators is to as-
gign to clearly secondary causes or results, positions of primary
importance. Thus (general) over-production,® or an amount

® No term has been used more loosely in the discussion of this subject of
trade depression than that of ‘¢ over-production.’” The idea that there can be
such a thing as a general production of useful or desirable commodities in
exceas of what is wanted is an absurdity ; but there may be, as above stated,
an amount of production in excess of demand at remuncrative prices, or, what
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of production of commodities in excess of demand at remu-
nerative prices, finds greater favor as an agency of current
economic disturbance than any other. But surely all nations
and people could not, with one accord and almost concur-
rently, have entered upon a course of unprofitable produc-
tion without being impelled by an agency so universal and
go irresistible as to almost become invested with the charac-
ter of a natural law; and hence over-production obviously,
in any broad inquiry, must be accepted as a result rather
than a cause. And so, also, in respect to ¢ metallism ” and
the enactment of laws restrictive of commerce; for no one
can seriously suppose that silver has been demonetized or
tariffs enacted inadvertently, or at the whim and caprice of
individuals, with a view of occasioning either domestic or
international economic disturbances; but, on the contrary,
the only reasonable supposition is, that antecedent condi-
tions or agencies have prompted to action in both cases, by
inducing a belief that measures of the kind specified were
in the nature of safeguards against threatened economic
evils, or as helps to, at least, local prosperity. And as crop
failures, the ravages of insects, the diseases of animals, the
disappearance of fish, and maladministration of govern-
ment, are local and not necessarily permanent, they must all
clearly, in any investigation, be regarded as secondary and
not primary agencies. In short, the general recognition, by
all investigators, that the striking characteristic of the eco-
nomic disturbance that has prevailed since 1873 is its univer-
sality, of necessity compels a recognition of the fact that the
agency which was mainly instrumental in producing it could
not have been local, and must have been universal in its in-
fluence and action. And the question of interest which next
presents itself is, Can any such agency, thus operative and
thus potential, be recognized ? Let us inquire.

is substantially the rame thing, an excess of capacity for production ; or the
term may be properly used to indicate a check on the distribution of products
consequent on the existence of such conditions.
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The place in history of the years from 1860 to 1885 inclusive—New conditions
of production and distribution—The prime factors of economic disturb-
ance—Illustrative examples—The Suez Canal—Influences of the telegraph
on trade—Economy in the construction and management of vessels—Dis-
appearance of the sailing-vessel — Revolution in the carrying-trade on
land—The annual work service of the railroad—The Bessemer steel rail—
Future supply of food commodities—Cheapening of iron—Displacement
of labor by machinery—Natural gas—Application of machinery to the
production and transportation of grain—Adam Smith and the manufacture
of pins—The epoch of efficient machinery production—Influence of labor
disturbances on inventions—Prospective disturbing agencies—Displace-
ment of the steam-engine.

WHEN the historian of the future writes the history of
the nineteenth century he will doubtless assign to the period
embraced by the life of the generation terminating in 1885,
a place of importance, considered in its relations to the in-
terests of humanity, second to but very few, and perhaps to
none, of the many similar epochs of time in any of the cent-
uries that have preceded it; inasmuch as all economists
who have specially studied this matter are substantially
agreed that, within the period named, man in general has
attained to such a greater control over the forces of Nature,
and has 8o compassed their use, that he has been able to do
far more work in a given time, produce far more product,
measured by quantity in ratio to a given amount of labor,
and reduce the effort necessary to insure a comfortable sub-
sistence in a far greater measure than it was possible for
him to accomplish twenty or thirty years anterior to the
time of the present writing (1889). In the absence of
sufficient!y complete data, it is not easy, and perhaps not
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possible, to estimate accurately, and specifically state the
average saving in time and labor in the world’s work of pro-
duction and distribution that has been thus achieved. In a
few departments of industrial effort the saving in both of
these factors has certainly amounted to seventy or eighty
per cent; in not a few to more than fifty per cent.* Mr.
Edward Atkinson, who has made this matter a special study,
considers one third as the minimum average that can be
accepted for the period above specified. Other authorities
are inclined to assign a considerably higher average. The
deductions of Mr. William Fowler, Fellow of University
College, London, are to the effect that the saving of labor
since 1850 in the production of any given article amounts
to forty per cent;} and the British Royal Commission

% Acoording to the United States Bureau of Labor (report for 1888), the
gain in the power of production in some of the leading industries of the United
States ‘‘ during the past fifteen or twenty years,’”’ as measured by the displace-
ment of the muscular labor formerly employed to effect a given result (i. e.,
amount of product) has been as follows: In the manufacture of agricultural
implements, from fifty to seventy per cent; in the manufacture of shocs,
eighty per cent; in the manufacture of carriages, sixty-five per ccnt; in the
manufacture of machines and machinery, forty per cent; in the silk-manu-
facture, fifty per cent, and so on.

t In a print-cloth factory ir New England, in which the conditions of pro-
duction were analyzed by Mr. Atkinson,the product per hand was found by
him to have advanced from 26,531 yards, representing 8,382 hours’ work in
1871, to 32,391 yards, representing 2,695 hours’ work, in 1884—an increasec of
twenty-two per cent in product, and a decrease of twenty per cent in hours of
labor. Converted into cloth of their own product, the wages of the operatives
in this same mill would have yiclded them 6,205 yards in 1871, a8 compared
with 9,737 yards in 1884—an increase of 56&%% per cent. During the same
period of years the prices of beef, pork, flour, oats, butter, lard, cheese, and
wool in the United States declined more than twenty-five per cent.

A like investigation by the rame authority of an iron-furnace in Pennsyl-
vania showed that, comparing the results of the five years from 1860 to 1864
with the five yvears from 1875 to 1879, the product per hand advanced from 776
tons to 1,219 tons ; that the gross value of the product remained about the
same; that the number of hands was reduced from seventy-six to seventy-
one; and that consumcrs gained a benefit of reduction in price from §27.96
per ton to $19.08,

} ** Wagea have greatly increased, but the cost of doing a given amount of
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(minority report, 1886) characterizes the amount of labor
required to accomplish a given amount of production and /
transport at the present time as incomparably less than was
requisite forty years ago, and as “ being constantly reduced.”

But be this as it may, out of such results as are defi-
nitely known and accepted have come tremendous industrial
and social disturbances, the extent and effect of which—
and more especially of the disturbances which have culmi-
nated, as it were, in later years—it is not easy to appreciate
without the presentation and consideration of certain typical
and specific examples. To a selection of such examples, out
of a large number that are available, attention is accordingly
next invited.

Let us go back, in the first instance, to the year 1869,
when an event occurred which was probably productive of
more tmmediate and serious economic changes—industrial,
commercial, and financial — than any other event of this
century, a period of extensive war excepted. That was the
opening of the Suez Canal. Before that time, and since the
discovery by Vasco da Gama, in 1498, of the route to India
by the Cape of Good Hope, all the trade of the Western
hemispheres with the Indies and the East toiled slowly and
uncertainly around the Cape, at an expenditure in time of
from six to eight months for the round voyage. The con-
tingencies attendant upon such lengthened voyages and
service, as the possible interruption of commerce by war, or
failure of crops in remote countries, which could not easily
be anticipated, required that vast stores of Indian and Chi-
nese products should be always kept on hand at the one
spot in Europe where the consumers of such commodities
could speedily supply themselves with any article they re-
quired ; and that spot, by reason of geographical position

work has greatly decreased, so that five men can now do the work which
would have demanded the labor of eight men in 1850. If this be corrcct, the
saving of labor is forty per cent in producing any given article.”’— Apprectation
of Gold, WiLLiAM FowLER, Fellow of Unsversity College, London, 15886,
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and commercial advantage, was England. Onut of this con-
dition of affairs came naturally a vast system of warehousing
+n and distribution from England, and of British banking
and exchange. Then came the opening of the canal. What
were the results? The old fransportation had been per-
formed by ships, mainly sailing-vessels, fitted to go round
the Cape, and, as such ships were not adapted to the Suez
Canal, an amount of tonnage, estimated by some authorities
as high as two million tons, and representing an immense
amount of wealth, was virtually destroyed.* The voyage, in
place of occupying from six to eight months, has been so
greatly reduced that steamers adapted to the canal now
make the voyage from London to Calcutta, or vice versa, in
less than thirty days. The notable destruction or great im-
pairment in the value of ships consequent upon the con-
struction of the canal did not, furthermore, terminate with
its immediate opening and use; for improvements in marine
engines, diminishing the consumption of coal, and 8o ena-
. bling vessels to be not only sailed at less cost, but to carry
also more cargo, were, in consequence of demand for quick
and cheap service so rapidly effected, that the numerous and
expensive steamer constructions of 1870-’73, being unable
to compete with the constructions of the next two years, were
nearly all displaced in 1875-'76, and sold for half, or less
than half, of their original cost. And within another decade
these same improved steamers of 1875-’76 have, in turn,
been discarded and sold at small prices, as unfit for the
service of lines having an established trade, and replaced
with vessels fitted with the triple-expansion engines, and
saving nearly fifty per cent in the consumption of fuel.
And now “ quadruple-expansion ” engines are beginning to

#* ¢ The canal may therefore be said to have given a death-blow to sailing-
vessels, exoept for a few spocial purposes.’”’—From a paper by Charles May-
niao, indorsed by the ‘‘ London Economist” as a merchant of eminence and
experience, entitled to speak with authority, read before the Indian Section of

the London Society of Arts, February, 1876.
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be introduced, and their tendency to supplant the ¢ triple
expansion ” is “ unmistakable.”

In all commercial history, probably no more striking
illnstration can be found of the economic principle, that
nothing marks more clearly the rate of material progress
than the rapidity with which that which is old and has been
considered wealth is destroyed by the results of new inven-
tions and discoveries.*

Again, with telegraphic communication between India
and China, and the markets of the Western world, permit-
ting the dealers and consumers of the latter to adjust to a
nicety their supplies of commodities to varying demands,
and with the reduction of the time of the voyage to thirty
days or less, there was no longer any necessity of laying up
great stores of Eastern commodities in Europe; and with
the termination of this necessity, the India warehouse and
distribution system of England, with all the labor and all
the capital and banking incident to it, substantially passed
away. Europe, and to some extent the United States, ceased
to go to England for its supplies. If Austria wants any-
thing of Indian product, it stops en route, by the Suez
Canal, at Trieste; if Italy, at Venice or Genoa; if France,
at Marseilles; if Spain, at Cadiz. How great has been the
disturbance thus occasioned in British trade is shown by the
following figures: In 1871 the total exports of India were
£57,556,000, of which £30,737,000 went to the United
Kingdom; but in 1885, on a total Indian export of £85,-
087,000, the United Kingdom received only £31,882,000.
During the same time the relative loss on British exports to
India was less than a million and a half sterling.

As a rule, also, stocks of Indian produce are now kept,

% ¢ In the last analysis it will appear that there is no such thing as fixed
capital ; there is nothing useful that is very old except the precious metals,
and all life consists in the conversion of forces. The only capital which is of
permanent value is immaterial—the experience of generations and the devel-
ment of science.””—EDWARD ATKINSON.
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not only in the countries, but at the very localities of their
production, and are there drawn upon as they are wanted
for immediate consumption, with a greatly reduced employ-
ment of the former numerous and expensive intermediate
agencies.* Thus, a Calcutta merchant or commission agent
at any of the world’s great centers of commerce contracts
through a clerk and the telegraph with a manufacturer in
any country—it may be half round the globe removed—to
gell him jute, cotton, hides, spices, cutch, linseed, or other
like Indian produce.t An inevitable steamer is sure to be
in an Eastern port, ready to sail upon short notice; the
merchandise wanted is bought by telegraph, hurried on

% In illustration of this curious point, attention is asked to the following
extract from a review of the trade of British India, for the year 1886, from the
¢ Times,” of India, published at Bombay: ‘ What the mercantile commu-
nity "’—i. e., of Bombay—*¢ has suffered and is suffering from, is the very nar-
row margin which now exists between the producer and consumer. Twenty
years ago the large importing houses held stocks, but nowadays nearly every-
thing is sold to arrive, or bought in execution of native orders, and the bazaar
dcalers, instead of European importers, have bcecome the holders of stocka,
The cable and canal have to answer for the transformation ; while the ease
with which funds can be secured at home by individuals absolutely destitute
of all knowledge of the trade, and minus the capital to work it, has resulted in
the diminution of profits both to importers and to bazaar dealers.”

+ Familiar as are the public generally with the operations of the telegraph
and the changes in trade and commerce consequent upon its submarine exten-
gion, the following incident of personal experience may present certain feat-
ures with which they are not acquainted: In the winter of 1884 the writer
journeyed from New York to Washington with an emincnt Boston merchant
engaged in tho Calcutta trade. Calling upon the merchant the same evening,
after arrival in Washington, he said : ¢ Here is something, Mr. ——, that may
interest you. Just before leaving State Street, in Boston, yesterday forenoon,
I telegraphed to my agent in Calcutta, ¢ If you can buy hides and gunny-bags
at — price, and find a vessel ready to charter, buy and ship.” When I arrived
here (Washington), this afternoon (4 p. . ), I found awaiting me this telegram
from my partner in Boston, covering another from Calcutta, reccived in answer
to my dispatch of the previous day, which read as follows : * Hides and gunny-
bags purchased, vessel chartered, and loading begqun.’”’

Here, then, as an every-day occurrence, was the record of a transaction on
the other side of the globe, the correspondence in relation to which traveled a
distance equivalent to the entire circumference of the globe, all completed in a
space of little more than twenty-four hours !

el
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board the ship, and the agent draws for the price agreed
upon, through some bank with the shipping documents.
In four weeks, in the case of England, and a lesser time for
countries intermediate, the shipment arrives; the manu-
facturer pays the bill, either with his own money or his
banker’s; and, before another week is out, the cotton and
the jute are going through the factory; the linseed has been
converted into oil, and the hides in the tannery are being
transformed into leather.

Importations of East Indian produce are also no longer
confined in England and other countries to a special class
of merchants; and so generally has this former large and
special department of trade been broken up and dispersed,
that extensive retail grocers in the larger cities of Europe
and the United States are now reported as drawing their
supplies direct from native dealers in both China and India.

Another curious and recent result of the Suez Canal
construction, operating in a quarter and upon an industry
that could not well have been anticipated, has been its effect
on an important department of Italian agriculture—namely,
the culture of rice. This cereal has for many years been a
staple crop of Italy, and a leading article of Italian export—
the total export for the year 1881 having amounted to 83,598
tons, or 167,196,000 pounds. Since the year 1878, however,
rice grown in Burmah, and other parts of the far East, has
been imported into Italy and other countries of Southern
Europe in such enormous and continually increasing quan-
tities, and at such rates, as to excite great apprehensions
among the growers of Italian rice, and largely diminish its
exportation—the imports of Eastern rice into Italy alone
having increased from 11,957 tons in 1878 to 58,095 tons in
1887. For France, Italy, and other Mediterranean ports
east, the importation of rice from Southern Asia (mainly
from Burmah) was 152,147 tons in 1887, as compared with
about 20,000 tons in 187%8.

That the same causes are also exerting a like influence
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possible, to estimate accurately, and specifically state the
average saving in time and labor in the world’s work of pro-
duction and distribution that has been thus achieved. In a
few departments of industrial effort the saving in both of
these factors has certainly amounted to seventy or eighty
" per cent; in not a few to more than fifty per cent.* Mr.
Edward Atkinson, who has made this matter a special study,
considers one third as the minimum average that can be
accepted for the period above specified.t Other authorities
are inclined to assign a considerably higher average. The
deductions of Mr. William Fowler, Fellow of University
College, London, are to the effect that the saving of labor
since 1850 in the production of any given article amounts
to forty per cent;} and the British Royal Commission

* According to the United States Bureau of Labor (report for 1886), the
gain in the power of production in some of the leading industries of the United
States ‘¢ during the past fifteen or twenty years,” as measured by the displaco-
ment of the muscular labor formerly employed to effect a given result (i. e.,
amount of product) has been as follows: In the manufacture of agricultural
implecments, from fifty to seventy per cent; in the manufacture of shocs,
eighty per cent; in the manufacture of carriages, sixty-five per ccnt; in the
manufacture of machines and machinery, forty per cent; in the silk-manu-
facture, fifty per cent, and so on.

+ In a print-cloth factory ic New England, in which the conditions of pro-
duction were analyzed by Mr. Atkinson,the product per hand was found by
him to have advanced from 26,531 yards, rcpresenting 8,382 hours’ work in
1871, to 82,391 yards, representing 2,695 hours’ work, in 1884—an increase of
twenty-two per cent in product, and a decrease of twenty per cent in hours of
labor. Converted into cloth of their own product, the wages of the operatives
in this same mill would have yiclded them 6,205 yards in 1871, as compared
with 9,787 yards in 1884—an increase of 56#&% per cent. During the same
period of years the prices of beef, pork, flour, oats, butter, lard, cheese, and
wool in the United States declined more than twenty-five per cent.

A like investigation by the same authority of an iron-furnace in Pennsayl-
vania showed that, comparing the results of the five years from 1860 to 1864
with the flve years from 1875 to 1879, the product per band advanced from 776
tons to 1,219 tons ; that the gross value of the product remained about the
same; that the number of hands was reduced from seventy-six to seventy-
one; and that consumcrs gained a benefit of reduction in price from £27.95
per ton to £19.08,

1 ¢ Wages have greatly increased, but the cost of doing a given amount of

















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































