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of a given commodity is to be sold at a certain price, then
will all the portions of that commodity, sold at the same time,
be sold at that price, whatever the degree of utility which may
accompany each such portion. If I buy a quantity of food
for my own consumption, I do not pay for that part which
would suffice to keep me alive, a price such as I would pay,

were it necessary, to be saved from starving ; foranother part

of the food, a Price corr sponding t

satisfaction I should feel

and, for a third part

ample and generous

the same for every eq
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And it 18 to be noted that the existence or non-existence of
an economic difference, will depend on the quality of the
individual exchanger, on the purpose he has in view, on the
scale of his transactions, and on other causes, Thus, a large
dealer in poultry may buy five hundred pairs of chickens, in
gross, only satisfying himself by a rapid examination that
none fall below a certain standard as to size and condition.
His customers, however, will in-]w:‘1 the individual fowls,
with the greatest carefulness, and will perhaps be determined
in their choice h)‘ considerations the most iILil\!LTi‘, and, !m.\.\if
bly, whimsical. In the same way a wholesale lumber merchant
may buy, in gross, a large amount of stock at a uniform
price, and a half dozen of his customers may the next day go
through his yards, each taking out, by preference, a certain
portion as peculiarly adapted to some job of work he has on
hand.

The fact that several commodities have a generic name in
common does not constitute them the same articles for the
purposes of exchange, '|‘|:11‘-, corn 18 not sold in the Chicago
market as corn, but as corn No. 1, or corn No. 2. Spring and
Winter wheat never bring the same price ; they are not one
kind of commodity, but two, and a reason for a preference
between them always exists.

The proposition we are considering further requires to be
modified with regard to the obstacles to exchange, the igno-
rance or indifference of exchangers, ete. The consideration
of these causes, as qualifying the principle that there can be
but one price for any commodity, in the same market, at the
same time, will be more conveniently postponed to the title
(par. 149) The Friction of Retail Trade.

134. What is a Market P—Many definitions have been
given to the word, market, As I apprehend it, the term, in
political economy, should have reference, first, to a .“]'l“'il_'.\' of
commodity ; secondly, to a group of exchangers.

In this view, there is no market which is a market indistin-
guishably for all or for several commodities, as for tea, iron,
cotton and wheat ; but there is a market for each commodity,
by turns, as a market for tea, in which tea is bought and sold ;
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ark and other places within a radius of twenty or of fifty
miles. A market is thus constituted of the five importers and
these thirty-five wholesale dealers. Every ome of the latter
belongs as distinetly to that market as that one who lives
nearest the City Hall, for he contributes as truly to the
demand for tea in that market. Again, this body of whole-
sale dealers, thus re-enforced, may sell not to a hundred but to
a thousand retailers scattered throughout all that region.
This group of exchangers makes up the market, and not the
fifteen wholesale dealers and the one hundred retailers of the
city of New York only. These one thousand retailers, again,
gell, not to half a million, but to a million and a half of con-
sumers of tea.

All persons whose demand for, or whose supply of, a com-
modity goes to make up the aggregate demand for or supply
of that commodity, in any given place, and hence to affect the
price of that commodity in that place, belong to the same
market.,

138. But it may be said : this wonuld make the whole
world belong to the same market, and would, hence, take all
significance out of the word. By no means. In the market
which is made up of the five importers of tea, all perhaps
having warehouses on one wharf in New York, and the thirty-
five wholesale dealers of the surrounding region whom they
supply, the price of tea will not, pl'nln:lh]}'. be appreciably
different from that which is paid in the market made up of
the four Boston importers of tea and the twenty-five whole-
sale dealers who buy of them. If, for instance, the New York
price were to be lower than the Boston price, the New
York importers would begin to offer their stock in Boston, to
get the advantage of the higher price there prevailing, and
wonld hence contribute to the supply of tea there, and hence
would come, so far forth, and for the time, to belong to that
market.

But. in the market constituted of the wholesale dealers and
the retailers of tea in and around New York, the price of tea
may be one or two cents lower than in the corresponding
market around Boston, without any of the New York whole-
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abstinences of those producers who brought forth this coms-
modity under the least favorable conditions, of all who
contributed to the supply. Inasmuch as this price is to be paid
alike by all purchasers of this commodity, it follows that
those who have produced it under more favorable conditions*
will obtain a remuneration which will represent more than the
sum of their individual efforts and abstinences.

A ]Il'it'(- which I'HI‘I‘IWE!"H'!'- l']lwl'l‘\' to the cost of Ell‘()illl('[]lll]
may be called Normal Price.

138. Market Price.—Inasmuch as the conditions recited in
the foregoing paragraph are never fully realized, there is for
every comm dity, in every markef, a Market Price which differs
more or less widely from the normal price.

This market price always measures the Final Utility of the
commodity, that is, the utility of it to the last purchaser to whom
it is just worth while to buy of it, at that price. Otherwise, that
person would either not buy, which, by leaving a portion of
the supply untaken, would determine a new and lower price,
at which he or some one else would buy ; or, he or some one
¢lse would buy more of it, which, by adding to the demand,
would determine a new and higher price.

But while market price must always measure the utility of
the commodity to the last purchaser, that is, the person to
whom it is just worth while to buy at that price, market price
does not always measure the efforts and abstinences of the last
producer, that is, the person producing under the greatest dis-
advantage : to whom, therefore, it is only just worth while to
produce at that price, It is in this latter respect that market
price differs from normal price.

139. Relation of Market Price to Normal Price.—

The causes which make market price differ from normal
price are various. The illustration of them might be extended
indefinitely. They may be grouped as follows :

I. The existence of a stock. For the purpose of exhibiting

in its simplest form the operation of supply and demand,

# When we reach the department of Distribution, Part IV, we shall
give the generic name of Rent to this excess of price over cost of pro-
duction.
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I took an article of whic h, it was assumed, no considerable Sometimes it happens that those who are offering such com-

stock existed at any time, The seaweed was supposed to lie modities are entrapped™® by a combination of purchasers into

in vast deposits on the shore, and to be got out (produced) as contracts to deliver, on a certain day, more than the entire

1S 18 & i t o Y 1 . . san 8 * ]
Phis is a condition which tends to keep market price quantity within reach, or even in existence. In such a case,
close to normal price, In the case of most commodities, how-

required.

the 511[l]ﬁ1}' is still the amount offered at the Ill'in-v_ This it is,
ever, a considerable stock always exists : a fact which pro- and not the stock, which, taken in connection with the demand
foundly influences market price. for the commodity, determines the price.

I'he existence of a stock is determined by various causes, 141. The necessity in some cases, the usage in others, of
I.’\ order that there m 1y by grain to form the foo f the ["Ilj" ]l]t‘l'Ti!]_'_: {I“- ‘]p[“;“;.[ from a ,].,pl\. and not out of Il:t]l\' ]‘i"i'

winter and early s and the duction, causes market price to diverge from normal price,

growing crop cuiti r that there through excess or deficiency of Elr'rultl\-ﬂun'

shall be a supply of wool in the market, she p must have been [n order that there may be wheat, three millions of persons,

bred years bef requires more or fewer, in the United States, plant the grain many
ment. In order that there may be grain, the processes of months previous to the anticipated consumption of the wheat
I | | but, given by the miller and the baker. These persons break up the land

1, that the and sow the seed without mutual understanding as to the

y heat extent of their operations. Each is governed by a notion,

more or less vague, as to the probable demand for wheat. It

is not at all a matter of certainty that the mistakes in calcula-

minute fraction wi l. at any tion of one farmer will offset those of another. On the contrary,

in the m of bread ! there is a strong tendency in the errors of producers to

140. Distinction between Stock and

the Bupply.— ' accumulate all on one or on the other side of the line of equable

15t not be Ill"Nllil'I-[uli,

If the price of wheat, owing to a deficient supply, has been

high, almost all producers will be found, the next year, largely

Ap—

1y commodity planting wheat. This is likely to produce a surplus which

N .]\ may be will lll']'l]:lll\ ]l|'i||g down the ]I]'il'l‘ below the average, where-
cessively higher upon farmers, with almost as much unanimity as in the former

ck would be offered case, will, the next year, diminish their operations In this
ntil 8 certhis direction. Those who are sagacious enough to look about
them and say : Others are planting wheat freely, therefore, I
than the will plant something besides wheat, are rxu-}n?inn;\]. In pro-

: ition of trade, Thus, ductive industry it is the rule that men go in droves; act
In the grain or cottol

market for railway under common impulses, with the result of causing excess and

1
shares or governmaent

vt A Sy e o8 ) b o TR A i

ilv offer to sell and tlt'-ih-n-m-_\.’ to :t]lt'l"!.lllh‘ with great rapidity and niu-n-gl'unt
contract to deliver several commodities violence, And this holds good, not alone of persons In the

in which

hey possess little or ‘
* This is called a “* corner.™
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wer departments of production, It is almost equally true

of merchants and manufacturers and bankers, The select fow

who have the coolness and the sense to buy when others are

most eager to sell, and to sell when others are most eager to
buy, reap rich harvests of gain,

142. Substitution of one Commodity for Another in Usge.

The influence upor price f an excess or deficien \ in the

stock of a commodity may be greatly diminished through the

tendency to substitute o for another 1In u Thus,

the cereals : A grea tent, substituted for each other

in use : one kind of meat for another, nd even bread for

meat. or meat for bread, in the case of narked defie |~r‘r-\‘..f
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o’clock in the afternoon one could have it on his own terms,
In the same way, strawberries are often sold on Saturday
night at one-half or one-third the price of the morning, :

‘“ll- Ill't'i'-s'!l‘\‘ of storage, n Illl' case of a llihlllirlll'ti :-':l.il',
has often the same influence on the price of a commodity as
H.‘tl}“'ll_\‘ to deterioration, The dealer, not hay ill_*_( i':ll'ilil-ll'.:fn]'
storing his stock, may be n|i~]m-ul to let it go at a very low
price,

144, I1.—Organization of Industryand Existence of Plant.
—A second cause which makes market ]v]'lr-- differ from normal
price is found in the organization of industry and the exist-
ence of machine ry and 1-].‘11”_“’:" It was to get rid of this
cause that, in our extended illustration of the influence of sup-
ply and demand upon price, we took a simple “extractive”
industry, the gathering of seaweed along the shore, which
comid not be supposed to involve the use of numerous or ex-
pensive instruments, or the exercise of much skill, and that
we assumed the persons so engaged to be in a position readily
to turn themselves to tillage or the fisheries, in case of a fall-
ing off in the demand for seaweed.

145. III.—Customary Price.—Another cause which makes
market differ from normal I»I’ivi'. is the force of custom. We
owe the existence of a customary price, in some things, to the
power of public opinion, which determines that there shall be
a stated, well-known price for certain services and certain
commodities ; and, in other things, to habit or the mental
inertia of purchasers. Thus, in the former case, public opinion
would not tolerate varying and uncertain prices of admission
to places of public amusement, varying and uncertain tolls
over bridges or fares on public conveyances, varying and un-
certain fees for the performance of necessary services, such as
those connected with physical comfort, the ]ﬂ‘(-.-vt‘\'xltin]l of
life, or the burial of the dead. It is seen and felt that to leave
the buyer to haggle and bargain at the door of a theater over
the price of admission ; on the brink of a river as to the sum

# < Prices are liable to great fluctuations in trades in which there is a
great use of fixed capital.”—Marshall—*‘ Economics of Industry.”




to be [,;li.[ for a cast across the stream ; in the sick room,
about the fee for a preseription or the medicine that is to save
life or relieve pain, would be indecent, intolerabl

]ll'!:l'l" |-I||l||| nl!i!]éﬂ!l pre vails to establish a price on Il“

such occasions, which is alike irrespect

IVE ( actual service
rendered in the individual instance, and of the cost of render-
ing that service. The rule of final utility 1s here suspended
or altogether abolished. T r might be willing to
give a large sum, rather than s¢ the night in a storm, with-
out shelter, on the bank of ver, but he gets a cast across
for the customary price. Tl ather would give all his for-
tune, were it needed, for the preseription t ve his <hild’s
life, or the medicine which the preseription calls for ; but, in-
stead, under the rule of customary price, he pays the physician
two dollars, or a guinea, as the case may be, and, at the
:l|mt|u cary’s, pays for the med e by ¢ ounce, in silver,
”I*rll‘_’}l he wot 1 1Or 1t drop fer d p, I hi Own IiEm:t]‘
could it not b«

Wher ]-i;'l_; opimnio in not trusted to blish a cus-
tomary ]".':- ¢, 1n cases like the above, the law gend r.l':_\' enters
and fixes the rates at wl lities and services shall be
sold. Of course, the prices paid must be sufficient to make it
worth while to kee p the s e, ether of the l;-->f].n-n-;ir)'.
the physician, the ferryman, or the actor or opera singer;
but the price to by paid is made independent of the wealth or
poverty, the knowledge or I anee, the litt or the great

need, of the

146, Influence of Habit on Price. ir beyond the range

of custom \rY price, 1n t mited f cases abovi l'l'.‘.l‘r'[‘l'll

to, is the effect of habit and mental inertia, in restrainitiii
wholly repressing, the vements of pri In the former
class of case 8. the seller " v submits to a restraint
upon his freedom of act Mpos froi without, viz., ‘1‘\'
public opinion or law 1 ¢ far wider field now 1n contems
plation, buye l sellers ar ft free, so far as outside
influence is concerned. but nstrained, in a higher of
lower -]1-_-1... IWS f t 1 il constitution. ,\'n

human being ever escapes f the force of habit. It 18
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always easier to do what we have done before than to do what
we have never done ; to do what we have done twice than
what we have done but once ; to do what we have done often
than what we have done seldom,

The degrees in which men are thus bound by habit differ
widely. A v:l;n:l.i»ilil}' of taking the initiative in action, mental
courage and activity, freedom from fear and superstition, a
readiness to meet new conditions and perhaps even a pleasure
in encountering risks and odds, are among the fruits of enlture:
they constitute an inheritance in families ; they even become
a characteristic of nations and races. :

The effects of habit upon prices are important. Habit
always in some degree, often in a great degree, resists the
economic tendency to a new price. The effect is seen at its
maximum in wages, the price of labor, A day’s wages often
remain the same through years. So strong is this tendency
that wages sometimes remain unaffected by the presence of t
number of unemployed laborers. Instead of wages falling until
all the laborers are brought into service at the reduced rates,
employers continue to pay the old rates to a smaller number
of workmen.

Over the price of goods habit exerts an influence not less real,
though not equally powerful. It often suflices to keep price
stable ;t'ﬁf:liIl‘-[ an economic reason for movement, ;i.ll(f even
when movement takes place, it begins later and ceases earlier,
by reason of this constant resistance.

147. The Moral and Intellectual Elements of Demand
and Supply —Our definitions of demand and supply, as re-
spectively the quantity of any given article which purchasers
stand ready to take at a certain price, and the quantity which
producers or holders stand ready to deliver at the same price,
clearly recognize a moral and an intellectual element alike in
demand and in supply. “ Stand ready” to take or to deliver.
Any thing which affects that’readiness, is, then, an element of
demand or of supply. Supply is not a stock (Par. 140), a
definite quantity, which must be sold, whether or no. It may
be that out of a large stock, holders stand ready to deliver but
a small quantity at the price offered.
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side is the merchant, who by frequent resort to the wholesale
dealer is kept advised of the conditions of the market. On
the other side is the ¢ customer,” a creature of custom, as the
term implies ; often ignorant in the widest sense of the word,
unintelligent and untrained ; always and necessarily ignorant
in the special sense of being unacquainted with the conditions
which should determine price, not knowing what a commodity
ought to cost, and, in the case of many classes of commodi-
ties, unable to judge of the quality of the goods offered, per-
haps at the mercy of the dealer in the matter of the measure
or weight,

The merchant, again, is the possessor of capital, and can
walt to lli\jnw‘ of his goods at the best time. The customer,
on the other hand, is generally in urgent need of commodities
for immediate use, and frequently poor, so that he must buy
in small quantities ; perhaps even, in debt, so that he feels
under a strong constraint to trade only with his creditor, who
thus holds him at a double disadvantage, for how can he quar-
rel, as to quality, measure, or price, with the man whom he is
not able to pay for goods already had and consumed ?

149. The Friction of Retail Trade.—From the ignorance
and inertness of the “customer” arises what may be called
the Friction of Retail Trade. * Retail price,” says Mr. Mill,
“ the price paid by the actnal consumer, seems to feel slowly
and imperfectly the effect of competition, and where compe-
tition does exist, it often, instead of lowering prices, merely
divides the gain among a greater number of dealers. It is
only in the great centers of business that retail transactions
have been chiefly or even much determined by competition.
Elsewhere it rather acts, when it acts at all, as an occasional
disturbing influence, The habitual regulator is custom, modi-
fied from time to time, by notions existing in the minds of
purchasers and sellers, of some kind of equity or justice.”

And referring to this manifest inability of the customer in
retail trade to look out for himself, in a struggle with the
expert dealer, Prof. Cairnes says : “ Between persons so quali-
fied the game of exchange, if the rules be rigorously enforced,
is not a fair one; and it has consequently been recognized
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universally in England, and very extensively among the bet.
ter class of retail dealers in Continental countries, as a prinei-
ple of commere ial morality, that the dealer should not demand
from his customer a higher price for his commodity than the
lowest he is prepared to take. Retail buying and selling is
thus made to rest upon a moral rather than an economical
basis. and. there can be no doubt, for the advantage of all
concerned.”

150. Economic Forces Never Cease to Operate.—I am
d1Sposi d to think that these eminent economists overrate the
-:F:Hli!if_\ under which the customer suffers in retail trade;
ind, -u'ulnil_\. that the inference they d from the um-
doubted fact of the general prevalence of § '4"-l!.‘.-i1} IFf'il‘l“

z., that this shows that competitio not the regulator of
such trade, is not ':‘ tified. To take an analogous case,
et one look around him, in any highly anized community,

d he 1l very littl ay of foree in compelling
proper things t lone, or in repressing acts injurious to
-‘.i.‘1‘\_ H' will see on every le men dom \ and ']!‘l‘!'[]l
ind even courteous and kindly things, re ting the rights of
others and making use inoffensively of their own powers and
privileges, just as if all thi natural and pleasant to
them, as, indeed it has, to a great degree, become, These
ctions appear to be 1eous i instinetive ; and one
thus looking around on the orderly and civil procedure of

ilv life, whether in social intercour v in business, might

think that force was not, 1n @ Y proper sense, the T'r'_{'lll:i.tnl”

of that community ; he might conclude that good will towards
others, self-respect and public spirit were universal. Yet if
that power which in every civilize te is always at hand,
however veilled or disguised, 1t tect person and ]Iru[n'l’i_\'.
to repress lawlessness and t« punish crime, were once with-
(1['.‘\\['.. 80C1 '.‘C would ~]-H-i' 3 b ransformed, .ll:ni I'i||- occur-
rence of eve ry form of rapine and violence would instruet the

f order, right lll‘:liilﬁg

:.]:1i 1'1-1]]"\r~.‘._ ".H:‘L‘ T}.< armed foree « i thi ..-m]ulll:iﬂ'.

observer ?1’4.\3_ b hind the fairest

o0, while within certain limits, o« mpetition seems to |]i~i.'lp-

pear wholly from retail trade, and custom and respect for the
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rights of the purchaser enter to banish “higgling” from the
market and to impose the one-price N_\'.\Et'tll,-:lllll thus retail
buying and selling, as Prof. Cairnes says, comes to rest upon
a moral basis, yet the economic forces always lie beneath, as
the bed-rock below which the effects of moral forces can not
go. Let the cost of an article rise above the customary price,
and merchants will make an advance upon that price, in spite k
of custom. Let merchants demand an utterly exorbitant
price, and competition will spring up, even among the least

intelligent and least enterprising buyers.

CHAPTER IL
THE THEORY OF INTERNATIONAL EXCHANGES.

151. We stated, in ]IJl‘J‘JI.L’I'ii]r]L 119, that, on the whole and
in the long run, the respective values of a number of articles
will be nearly according to the amounts of labor that have
been expended upon them, severally. That this will be true
throughout any small community is seen in the consideration
that. if certain articles failed to have as much, or nearly as
much, value for the unit of labor as other articles produced in
that community, some of the laborers who had been engaged
in the production of the articles thus disparaged in exchange,
would set themselves to making some other article or articles
more highly appreciated. Either this would, at some stage,
raise the value of the disparaged articles, through reducing
the supply of them ; or, if the community cared so little for
those articles as not to be willing to pay a higher price for
them, production in those lines would ultimately cease.

Subject to important vxrv}ntinm—~.~nrl1 as will be indicated
in paragraphs 339-342—the respective values of articles will
be regulated in the way that has been indicated, within any
small community. Is any modification of this conclusion
required, as exchange is conceived to be carried on between
distant communities, constituting, perhaps, distinct nations ?

152. We shall reach the essence of the matter if we assume




