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The Scope of this Paper.

It is generally agreed that the results which are arrived at in
ceonomic theory are quahitative rather than quantitative, and the
ceonomist must often cnvy the cxponenis of the more exaet sciences
for the greater precision of the methods which they are able to employ.
But even if it is not possible to express results in an exaet form or
to cvaluate the precise sigmificance of particular factors, it is none
the less important that we should endeavour to create a mental picture
of our economic problems which shall give a correct impression of the
problems which we are trying to solve and which shall present the
various items in the pieture in their correct perspective. It is not,
therefore, sufficient to decide whether a particular argument is valid
or whether a particular method of approach is formally correct, we
must go further and endeavour to arrive at a decision as to the
relative importance of different factors in the situation, and alterna-
tive methods of approach must be judged by their power to dis-
criminate between what is signifieant and what is trivial or
unimportant.

The present paper sets out to diseuss some aspects of the question
of the prices at which different commodities and services are bought
and sold, and the resulting rewards which fall 1o the lot of individuals
and groups of individuals, and its purpose is to suggest that existing
theory lays too much stress on what may be called the ‘¢ doctrine of
satisfaction ”” and not enough stress on what may be called bargaining
power.

The Doctrine of Satisfaction.

It is a basie fact in human affairg that the human body has certain
appetites and that the individual experiences certain eravings which
can be satisfied in certain ways. When a man is hungry his craving
1s satisfied by eating food, and when he is thirsty it is satisfied by
drinking, and so on It is reasonable to suppose that, when an
individual is offered a choice of commodities or privileges, he will
make a selection which is caleulated to give him the greatest amount
of satisfaetion, and in this way the doctrine of satisfaction is brought
to our notice. In its primitive form it is simply a convenient phrase
which deseribes what occurs when an individual is allowed freedom
of choiee, and in this form it is not open to serious critieism.

It is natural, however, that the economist should wish to give his
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1deas more precise form, and many well-known writers have discussed
satisfaction as if it were something which can be so defined that it
can be regarded as if it possessed precise values. In other words,
if we represent the satisfaction which an individual derives from a
quantity g of some ecommodity by the symbol s, we may suppose
that s is a funection of g, or in symbols :—

s=1(q). .

But a little consideration will show that this simple method of
approach is seldom valid, for the satisfaction which is derived by
anyone from one form of food is certainly not independent of the
quantities of other foods which are acquired at the same time. It
would appear, therefore, that the factors which determine satisfaction
are so complex, cven in the case of a single individual, that it would
never be possible to measure them, and in fact they never have been
measured. It is equally impossible to say that the mathematical
expressions which would arise, if satisfaction could be measured,
would be of any particular type. I would further suggest that we
arc not entitled to make use of the expression ‘‘ marginal satisfae-
tion ”” unless we are in a position to show that the expression can
have a definite meaning.

Another application of the doetrine oceurs when the individual is
called upon to decide between some immediate advantage and the
advantage which is expected to acerue at some future date; in
ordinary language when the individual has to make a decision as to
whether he will save his money or spend it. In this case it is the
practice to regard the cxpectation of future satisfaction as something
which is directly equivalent to some precise amount of present satis-
faction. This sounds plausible, but I venture to suggest that the
underlying assumption that present and future satisfaction are
quantities of the same kind is not valid. The desire 1o satisfy a
present craving such as hunger is an entirely different thing to the
instinet which urges us to provide against future contingencies, and
to treat the iwo motives as identical only tends to confuse the issues
instead of elucidating them.

Attempts to extend the doctrine of satisfaction from the case of
a single individual to the case of two or more give rise to still
{further difficulties. A classical example is the ease of two people
engaged on the business of exchanging apples for nuts (Marshall:
Note on barter, Principles of Eeonomies, third edition, p 413). The
argument is that the process of exchange will continue so long as
each party to the transaction experiences an increase in satisfaction,
but no longer, and, under the assumed conditions, the reasoning is
no doubt perfectly eorrect. In the modern industral world, however,
the seller derives no satisfaction whatever from the retention of wares
which he is trying to sell, and the example is simply irrelevant.

Yet another well-known difficulty appears if an attempt is made
to compare the satisfactions experienced by two or more different
individuals, for there is no adequate basis for making any such
comparison. It is reasonable to suggest that an ineome of £1,000
per annum gives a greater amount of satisfaetion than an income
of £100 per annum, but it does not seem reasonable to suggest that
the satisfaction is ten times as great or, indeed, that it can be placed
at any particular figure.

T make bold to suggest, therefore, that the whole doctrine of satis-
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faction is without either theoretical or practical imporiance, and
that our ability to understand the facts would be in no way impaired
if all refercnce to it werc omitted. In faet I go further and suggest
that in certain applications the doctrine of satisfaction 1s definitely
misleading,

Bargaining Power.

I do not propose to attempt a precise definition of what is covered
by the cxpression bargaining power, but it may be said that the
phrase is applicable to anything which inereases the payment which
an individual or group of individuals is able to obtain by the sale
of commodities or services. Conversely it is also applicable to the
purchascr and covers anything whieh reduces the payment which
the purchaser must make for any goods, privileges or services which
he desires to obtain.

Now everybody is anxious to secure the greatest possible reward
for his services, and there 1s a constant struggle between individuals
and groups of individuals to obtain the maximum of advantage for
themselves; in other words everybody does what he can to increase
his own bargaining power. We are thus led to a consideration of
the factors which tend to increase or diminsh bargaining power,
and we may begin by making reference to two general prineiples.

The first principle is, that any individual or group of individuals
can gain an increasc of bargaining power by securing the control of
any commodity or service which other people regard as indispensable.
This type of bargaining power is commonly described as a monopoly.

The second principle 1is, that any group of individuals
engaged in some particular trade or industry can gain increascd
bargaining power by acting together. This type of procedure is
commonly deseribed as collective bargaining.

The way in which bargaining power operates in practiec may now
be conveniently brought out by applying these prineiples to some
actual cxamples.

Capital and Labour.

The early ceonomists made the tacit assumption that the bargaining
power of labour was negligible, and they reached the conclusion that
the purchasing power of wages could never rise above the bare cost
of existence, a conclusion which was somctimes relerred to as the
iron law. Omne can see the law at work in eountries like India and
China, and it seems reasonable to draw the eonclusion that, in these
countries, the argument is corrcet and the underlying assumption
valid.

In modern industrial ecommunities, however, it is clear that the
iron law is not true; on the contrary we find rather that wealth
seems to be distrmibuted in a certain proportion between rich and
poor,- and that thig proportion changes very little, and this develop-
ment of the situation shows that the bargaining power of the wage-
carner has increased, and that the conditions which are assumed as
the basis of the iron law are not of universal application. We
know in fact that the bargaining power of labour has been increased
by the formation of trades unions, and that the wage-earners’
political power is also a significant factor.
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The present writer believes in faect that there is only one thing
which prevents the wage-earner from assuming complete control of
the situation, and that is lack of knowledge. As a result of this lack
of knowledge the elected representatives of labour often adopt
policies which, in the long run, tend to diminish the reward of the
wage- earncr instead of increasmg it. However that is another story.

For our present purpose the essential fact is that conditions in
the modern world are such that the bargaining power of labour is
high, and the iron law does not operate.

Sheltered Trades.

The bargaining power of a trade or industry depends very largely
upon the nature of the serviece which it renders to the community
The gas mdustry, electricity supply, the railways and the distribu-
tion trades, for example, render services which cannot conveniently
be dispensed with, and their bargaining power is high when ecompared
with the export trades which are always exposed to the effeets of
foreign competition.

In Great Britain, in recent years, these differences in bargaining
power have had considerable influence on the rates of wages payable
in various trades and industries. As might be expected, the
industries which have been dependent on the export trade have fared
badly, and men with a high degree of technical skill have been
compelled to accept lower rates of wages than unskilled labourers
in the more sheltered trades. How to devise means for maintaining
an equality of bargaining power between different groups of
individuals is one of the problems which cvery community is eon-
stantly being called upen to solve.

Agriculture and Industry.

Food and shelter are essential to human existence, and 1t 15 casy
to conceive conditions in which a shortage of food would place the
farmer in a position to dictate terms to the rest of the community.
In actual fact, however, matters have not developed in this direetion.

The amount of food consumed does not inecrease as rapidly as the
general standard of living, and recent improvements in the efficiency
of agricultural methods have led to over-production, and over-
stocked markets are a erucial test of hargaining power.

Now the organisation of industry which arises from the use of
mass production methods naturally lends itself to the development
of collective bargaining, whereas in the nature of tlungs the farmer
is an individualist and his bargaining power is therefore lower than
that of the industral worker. In the recent ersis the bargaining
power of the farmer has given way and the prices obtainable for
agricultural products have collapsed.

In food-importing countries the problem of restoring the bargain-
ing power of the farmer has been solved by means of protective tariffs,
but the same problem in food-exporting countries still awaits a satis-
factory solution.

Great Britain in the Nineteenth Cenlury.

Turning now to the international sphere it is interesting 1o consider
the position of Great Britain during the nineteenth century. In
addition to possessing adequate supplies of coal and iron, Great
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Britain was a pioneer m the engimeering and textile industries, and
for many ycars had an effective monopoly in the production of a
large range of manufactured produets The demand for such
products was incereasing rapidly and her bargaining power was there-
fore high, and she was able to secure for her population a higher
standard of living than that which existed among her neighbours.

Protection.

The cconomist, dealing as he does with world wide forces, is apt
to regard the world as one large community, and 1s, therefore, tempted
to 1gnore the diversity of mational temperaments and the resulting
differences in national outlook and national aspirations There is a
tendeney to emphasise the importance of industrial cfficiency, and to
ignore the social and political consequences which would be involved
in a system of world wide free trade Viewed from the standpoint
of industrial cfficicney protective tariffs ave mercly vestrictions to
trade and therefore undesirable.

If, on the other hand, we take the view that each country is
entitled to retain a reasonable measure of control over its own affairs,
and if we regard protection as a means for increasing the national
bargaining power in the markets of the world, the situation assumes
a somewhat diffcrent aspeet.

Mention has already been made of the faet that Great Britain
occupied a specially favourable position during the nineteenth cen-
tury. It was the desire to neutralise this privileged position which
induced other countries to adopt protective tariffs, and it was with
the help of these tariffs that they were able to build up national
industries and thereby sccure for themselves a stronger bargaining
position in the markets of the world The evidence would, in faet,
suggest that, had they not fostered their own industries by means of
protective tlariffs, theiwr bargaining power would have remained per-
manently less than that of Great Britain, and that their standards of
living at the present time would bhe appreciably lower than they
actually arc.

The question what degrec of protection is desirable is a problem
which must be argued on its merits in each particular case. I am
merely concerned to make the point that eircumstances may and do
exist in which protection may be advantageous for the country which
adopts it; perhaps the most convenient way to make this clear is by
means of an example

Let us assume then that Australia has a monopoly in the produetion
of wool, and that the world market for wool is inelastie, and that there
is a particular volume of production which will yield the maximum
return If under such conditions Australia is to secure the maximum
advantage from the special facilities which she possesses for the pro-
duetion of wool, two things arc nceessary Firstly, the output of
wool must be controlled so that it approximates to the figure for which
the total value is a maximum and, sceondly, the volume of Australian
imports must be limited so that their value docs not exceed the maxi-
mum value of the wool erop.

If these conditions are eomplied with the bargaining power of the
Australian community will be as high as possible.  On the other hand,
1f the volume of impoits is excessive, there is no possible method of
condueting the export trade which will sceurc equilibrium, and a
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financial ecrisis is inevitable. Under such condifions the ecreation of
local industries behind a tariff wall would appear to be the only
reasonable solution.

The Irish Free State.

Let us now make an attempt to apply the method of approach dis-
cussed in the previous section to the case of the foreign trade of the
Irish Free State at the present time.

Bargaining powers, as we have scen, depends firstly on our ability
to produce something which other people need, and secondly on our
ability to Ilimit our demands (imports) to what can be purchased in
the world’s markets in return for cur exporis.

The second of these questions is being dealt with by mecans of pro-
tective tariffs designed to reduce imports by the creation of local
industries and, if exports cannot be expanded sufficiently to balance
existing imports, these efforts are obviously sound in principle, however
much we may be disposed to criticise them in matters of detail. On
the other hand, it is permissible to argue that, if exports were
sufficiently expanded, the limitation of imports would be unnecessary.
It would take us too far afield to attempt to discuss the relative merits
of these alternative policies.

In any case it 1s clear that a country of the size of the Irish Free
State cannot produce within its own borders everything that it
requires, and that a certain volume of imports is necessary in order to
maintain a reasonable standard of living. These imports must be
paid for by exports and the nature of these exports and the price at
which they can be sold become of vital importance.

The chief exports at the present time are cattle and other agricul-
tural produce, and the chief customer is Great Britain. Attempts to
widen this market have not given results of any great significance.

In recent ycars the (acilities for transporting fresh fruit and meat
{from distant eountries have been greatly improved, and the farmers
of the Irish Free State are, therefore, in direet competition with the
farmers of countries which are less densely populated and where the
efficiency of production (in terms of man power) is therefore higher.
There has also been a serious fall in the world price of agricultural
products and there does not appear to be any immediate hope of an
early improvement.

If reckoned on a purely business basis therefore, the bargaining
power of the Irish Free State is low, and there is, of course, no purely
business reason why Great Britain should pay more than world prices
for Trish agricultural produets.

The realities of the situation appear to be widely misundersiood in
this country Fifteen years ago the country was an integral part of the
United Kingdom and the Irish farmer had the right to sell his produce
in the British market under the same conditions as the British {armer,
but sinec that time two cvents have taken place which have funda-
mentally altered the whole position. The first of these events was the
creation of the Trish Free State as a separate economie unit, and the
cffect of this cvent was to deprive the lvish tarmer of his legal right
to equality of treatment in the British market. The second eveni,
which actually brought the question of differential treatment into the
sphere of practical polities, was the abandonment by Great Britain of
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her traditional poliey of frée trade and the adoption of a poliey of
protection.

As a result of this general change of policy Greal Britain has intro-
duced a system of tariffs and quotas designed to protect the British
farmer against the effects of the world-wide fall in the wholesale prices
of agricultural produets, and the British farmer now occupies a
privileged position in the British market. This situation has affected
other countries besides the Irsh Free State, and it is also perhaps
worth noting that tariffs have been widely employed as an instrument
of national policy throughout the world for centuries There is
nothing in the imposition of tariffs on Irish agrieultural products
cntering Great Britain which lies outside the normal and accepted
arrangements for the control of international trade, and the use of the
expression ‘‘ economic war ” in this conncction would appear to be
quite unjustified. Still less is there any justification for the view
which scems to be widely held in this ecountry that the Irish Free State
is in a position to bring pressure to bear on Great Britain and compel
her to lower the tariffs. IFar from this being the case, there is clear
evidﬁnce that Great Britain could, if she wished, raise the tamft still
Tarther.

Under such conditions it is cvidently desirable to consider whether
there are any means by which the bargaining power of the Irish Free
State could be improved, and the following points suggest them-
selves :—

It may be noted that, in time of war, it would be of great value to
Great Britain to have a source of food supply near at home, and it
might be worth while for this rcason to pay a faney price in peace
time for Irish agricultural products. But it would not be worth while
to pay these fancy prices unless there were a reasonable certainty
that the supplies would bc available when the emergency actually
arose.

Again we may notc that the concentration of a large proportion of
British industry in the South of England is nowadays a serious mili-
tary weakness. It might be worth while for Great Britain to subsidise
aeroplanc factories in Ireland for the sake of additional military
security, but again subjeect to the condition that there was no reason-
able doubt that the output from these factories would be available if
required.

There is still one further point whieh is, perhaps, worth mentioning.
If the section which believes that it would be to the advantage of the
Irish Free State to sever all connection with Great Britain, hoth
political and ecommereial, were a little less vocal, and if therc appeared
to be a genuine desire on the part of the Irish people to be friendly
with the people of Great Britain and to show a little more considera-
tion for the British point of view, it is not unreasonable to suppose
that the desire for friendship would be reciprocated on the other side
of the channel. Inability to appreciate the other party’s point of view
is a fruitful cause of friction in every walk of life, and a more
friendly atmosphere would put a different complexion on many
questions which now appear to be insoluble. In other words a tactful
development of what might be called the sentimental factor might also
add considerably to the bargaining power of this country.

If these various potentialities were exploited to the full therc is
every reason to believe that the bargaining power of the Irish Free
State would be materially improved and that the value of the export
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trade would be correspondingly increased. At the same time it is
evident that these considerations raise political issues of considerable
importanee, and it is not for the eeonomist, qua economist, to pursue
this topic into the political arena. Nevertheless, it seems permissible
for the economist to direct attention to the well-known husiness
maxim: ‘‘ The customer is always right,”” and to suggest that the
business and economic aspects of our forcign policy descrve perhaps
more consideration than they have hitherto received

K E. EpGewoRTH.
31/8/°35
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DISCUSSION.

Professor Duncan said that the task of proposing a vole of
thanks to Colonel Edgeworth for his paper was a pleasant one
On the other hand, he found himself obliged to say that he dis-
agreed with practically every onc of Colonel Edgeworth’s state-
ments  Many of the thmgs that had heen put before them
this paper were familiar commonplaces He would not attempt
to deal with all the pomts on which he had made notes, hut he
felt bound to make certamn eriticisms

Ifor stance, with vegard to the doctrine of satisfaction It was
truc that in the later 1880s and the 90s there was considerable talk
of the doetrine of satisfaction 1n cconomic literature, and 1 faet
that doctrme did fulfil a certain very defimte function.  The
essential thing m any cconomie activity was choice The mdivi-
dual, and the orgamised community, had to choose between the
different things they could get  The choiwee was mevitably between
things different i quality, and such things could not be mecasured
m terms of the satisfaction they could give Still, the individual
and the community must judge, m however crude and irrational
a manner, between the things from which they were choosing, and
the purpose of the doctrme of satisfaction m orthodox economics
was to attempt to describe the nature of the problem that had
to be faced in making any choice To attack orthodox economists
on the ground that they paid too much attention to the doctrine
of satwsfaction was flogging a dead horse No great mmportance
had ever heen attibuted to 1t hy any economist of standing It
had been used as nothing more than the defimtion of the nature of
a certamn problem  He could not mmagine any other satisfactory
defimtion  Certainly the substitution of the term ‘¢ bargaining
power ’’ did not approach within a hundred miles of defining the
problem

The powt he was trying to make was illustrated by a statement
at the cnd of the paper conecrning political and economie
problems—as to how the hargaining power of the Irish Free State
could be mercased. Tt could be agreced at onee that if the Govern-
ment of the Irish Free State were to make certain advances to the
British Government they could secure entry for their goods on
more advantageous terms. DBut that led up to the question of
choice. On the one side was the advantage that could possibly
be obtamed by the Irish Free State, and on the other the faet—
call it msanity or higher idealism—that the present Government
and probably any future Government, held the view that such
an approach would be bending the knee to force. The people
making the choice were well aware of the price that had to be
paid, and they chose deliberately to move onc way rather than
the other The two things could not he weighed against one
another It must be assumed that the mdividual and the com-
munity would arrange choice to yield the maximum satisfaction,
and the only thing the economist could do was to ohserve and
measure the choice made for future reference

He had a definite criticism of fact to make about the statement
that it was the practice to regard the expectation of futurc satis-
faction as something which 1s directly cquivalent to some precise
amount of ‘present satisfaction He asserted categorically that no
economist ever made such an assumption He also took exeeption
to the statement that the seller derived no satisfaction from the
retention of his wares. That was true, but it should be added
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that he might derive a still more negative satisfaction from selling
his wares at current prices

Mention of the iron law as of something in which ceonomists
still took any stock secemed unfortunate It had been a common-
place sinece 1870 that the iron law was merely a very incomplete
attempt to synchromise cause and effect It had been thrown
overboard by generations of economists sinee then, and a reference
to 1t m the year 1935, as though 1t still had any influence, gave
quite a wrong impression

He also thought that the assumption that the bargamning power
of the agriculturist was less than that of the mdustrialist was a
false one No comparison of the reductions i the net 1mcomes
of agricultural and industrial workers had ever been wade, though
1t was a matter which statisticians moght 1nvestigate The
measuring of bargaining power with reference to prices was wholly
fallacious

On page six of his paper Colonel Edgeworth had placed himsell
in a serious dilemma If the argument on that page were followed,
one or other of two pomts of view must be taken. Either the
mmports of a country were mportant—bhecause without those
imports foreign countries would be unable to buy exports—or they
were unimportant. If they were important from the pomt of
view of the country’s exports, then obviously the rational plan
would require the maximum imports, since without them exports
could not be sold Tf imports were not necessary for the sale of a
country’s exports, then 1mmports should be discouraged, without any
reference to the standard of life. The individual whose wants
were simple would be i a stronger position than anybody else
from the point of view of bargaining power They could not
have it both ways

He disputed the statement that there was no reason why Great
Britamn should pay more than world prices for Irish Ifrce State
agricultural produets He thought therc was a perfectly sound
business reason to be seen in the definite superiority i quality of
Irish butter, bacon and beef This superority was a factor mn
bargaining power that in an open market would always have an
influence.

Professor Duncan concluded his remarks by saymg that he
hoped Colonel Edgeworth would not regard them as hostile
Though he had done his best to tear the paper to bits, he had
hstened to 1t with great interest, and felt sure that 1t would
provoke an interesting and stimulating discussion He moved
that the best thanks of the Society be accorded to Colonel Edge-
worth

Professor O’Brien said that it gave him great pleasure to sccond
the vote of thanks. He agreed in general with what Professor
Duncan had said, and thought that Colonel Edgeworth was 1o
some extent tilting at windmills That did not prevent his having
appreciated the paper It was especially provocative to the
professional economist, because a great many allegations were
made against them of holding things they really did not hold
He would be glad that the general public should be made to
realise that some of these bogeys were really dead

The statement that economics was not an exact secience and that
its results were qualitative rather than quantitative contained a
large amount of controversial matter. Economics differed from
other social sciences largely in the degree of the measurement of
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the data Satisfaction could not be mecasured like rice, but
cconomie forces ecould be measurcd Suppose A to be greater
than B and B greater than C, 1t could he safely argued that A
1s greater than C I people were willing to pay more for A
than for B, the attraction must be greater, and, thercfore, to usc
this much-ahused word, the people paymg for A must cxpeet to
derive greater satisfaction The term ¢ satisfaction ’’ was a con-
venient label  There were fewer objections to 1t than to the use
of ““deswre,”” “utihty,” ‘“ good,”” with which 1t was often con-
fused  Satisfactions could be measured by the efforts and sacri-
fices people were willing to make to obtain them, they could not
he measured 1n relation to one another because they were incom-
mensurable Pcople must be taken to derive satisfaction from the
things which do appear to satisfy them, in a word the economist
must be a behaviourist

There was mmplieit m the whole paper a slight sense of the
superiority of the physicist to the economist He was mterested
to hear the reference to the simplicity of the celestial mechanism,
hecause he understood that this simplicity had been somewhat
complicated recently by Einsteim and others But even in the
realin ot physical seience experiment was not always necessary.
There was no more cxact seience than astronomy, but experiments
could not be conducted with the stars any more than witlh human
material

The part of the paper dealing with bargaming power seemed
to be a discussion on how a country could improve its hargaming
powcr, and Colonel Edgeworth had fallen mto the fallacy of
unduly smmphifywing the data In considering the action of a
country wn protecting itself, an important factor was the retalia-
tion of 1ts noghbours The third part of the paper seemed to
him a sufficient "justification for bringmg these faets before the
Soeiely It brought out the fact that the most expensive time at
which a country could mdulge wm an economic war with another
wasg when that other country was making a change in its fiseal
policy The Irmsh Free State had bcen smgularly unfortunate
m that 1t had chosen a time that coincided with the attempt to
strengthen British bargaming power It seemed to him that it
was the transition of Great Britain from Frce Trade to Protection
that made the economnic war so dangerous for the Irish Free State.
These problems were so typical and so important that the fact
that they arosc in this paper was a sufficient reason for bringing
the paper hefore the Society, however mueh some of 1ts proposi-
tions might be disagreed with

Mr. Johnston said he had found the paper interesting and provo-
cative Many of the points he would have made had been antiei-
pated by other speakers He thought that Britain’s success in
charging her commercial policy to the advantage of the hargain-
mg power between her industrial exports and her agricultural
mports had been largely due to an extraordinary combination
of world eircumstanees At the time the new policy was adopted,
the agricultural countries were still in the full momentum of their
enormously mereased prices owing to war conditions Industrial
countries were then able to attempt something approximating
to agrieultural self-sufficiency Argentine and colonial produets
which used to go to Buropean countries were foreced to find their
way to the only open market—Britain. That being so, British
policy was able to aclieve substantial results without increasing
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prices In the long run it was possible for every Europcan country
to practise the policy of adjusting agrieultural produetion, and
that had had the effect i vecent years of considerably reducing
the volume of agrieultural produets The unfavourable prices
ruling, taken m conjunction with the drought of last year, had led
to a position where there was a danger that industmal Europe
might m a few years find itsclf facing a searcity m the supply
of agrecultural products

He thought it wuncconomic and probably immoral to adjust
prices by any policy which has the cffect of destroying any exist-
g glut of food products The process of adjustment through
production should be complemented by a process of adjustment
from the side of consumption In times of excessive supply there
should be efforts to subsidise consumption This had heen done
to some extent by such schemes as the free beef scheme 1 the
Irish Free State, and by the scheme for increasing the consump-
tion of milk amongst school children in England. He doubted if
there was really an execessive surplus of food The consumption
of many products could easily be enormously inereased. Pro-
fessor O’Brien had rightly -drawn attention to the danger of
nereasing bargaining power by methods whieh were capable of
beng 1mitated all round the ecirele.

Dr. Kiernan said that this was his first visit to the Society’s
mectings, and he hoped later to be more impressed by the
quality of the thought to which utterance was given He
did not like the paper He doubted if it was the type of paper
suitable for a Society of that kind Tt did not deal with statisties
or pure economics, but largely with practical polities There was
a strange emphasis on the doctrine of satisfaction, and a rough
definition of bargaining power as ineluding anything which
mereased payment That was a definition of bargaining ability
rather than of bargaining power DBargaining power was the
objective thing that covered productive costs, high efficiency,
particularly as hetween industrics turning out goods capable of
heing substituted. They were deahing entirely with bargamning
power as a force in international trade, and any addition to pro-
ductive costs and productive cfficiency, and to other things men-
tioned by Colonel Edgeworth—monopoly and collective bargaining
—had to include geographical and climatic conditions This cut
across the theory of the economist Monopoly had been brought
to a logically extreme conclusion since the USSR had cntered
the international markets What the Soviet Government did was
to enter mternational markets as a nnit, refusing to deal with other
governments. That gave a tremendous bargaming power, but that
kind of thing would defeat itself 1f other countries did the same
thing. Other countries, however, were not in the same position
Some of them had gone a little distance m the same direction,
as was instanced by our coal and cattle pact with (reat Britain,
and by the agreement with the German Government.

When the paper went on to deal with the Irish Free State,
Colonel Edgeworth got away [rom thcoretical principles and sug-
gested that what he meant by hargaining power was international
statesmanship. He talked on the omne hand of a country that
boueht one-fifth of the world’s exports, 100 per cent. of the
world’s cxports of meat and cattle, and 30 per cent. of the world’s
export of wheat, and on the other hand of a country trying to
recover from a position which had kept it economically vulnerahle.
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This was not an economic matter, 1t cut across economic prin-
ciples, and was something the economist could not explamm. That
was the kind of thing he had in mind when he said that the paper
“}rlas not of the type which should be discussed by a Society like
that.

Mr. Colbert said he was interested in what Dr Kiernan had
said, and agreed with him for a differcnt reason. When he read
part one of the paper he found what appeared to be an attack
on the classical doctrine of value But the attack petered out
m a sentence which said that the wiiter of the paper was not
rejecting the doctrine but merely saying that too much emphasis
had been laid on it, and that he begged to draw attention to bar-
gaimng power Was he seriously putting forward bargainmg
power as a factor in the determination of value? Then the second
part of the paper might have gone on to an analysis of bargaining
power  Instead 1t merely gave some 1deas on how bargaining
power might he better used Colonel Edgeworth had suggested
that the bargaming power of the Irish Free State could be
mereased by making a bargam with the British Government that
1if they were attacked 1n time of war the Irish Free State would
supply them with food and bases for naval defence That was a
political question and he resented the whole tone of that section
of the paper It was not economic or ratioeinative; it was purely
and simply political, and he agreed with Dr Kiernan that 1t was
not the kind of paper that should be presented to a learned
Society.

The Chairman intervened to say that the Society had a procedure
for determining whether or not a paper was proper to be read, and
that that procedure did not contemplate that this should be a matter
for discussion. There were certain officers who read 1n advance and
reported whether a paper was m accordance with the rules, which
contemplated a comprehensive sphere within which a paper might be
drawn This paper had been treated in the normal fashion and
reported as proper to be read before the Society He did not himself
entertamn any doubt that the paper was quite i accordance with the
rules

Colonel O’Brien remarked that he had wished to say that politics
and eeonomies are mextriecably mixed, and that 1t was impossible to
diseuss such a question as bargaimning without entering mto the
question of politics. He thought it a pity that Colonel Edgeworth
had said nothing about the individual in relation to economic bargain-
ing, sinee bargaining was a fundamental funetion in all lives  He
thought it would have been desirable that some facts should have been
given mn relation to the statement that the farmer’s power of bargain-
ing had been restored. He doubted whether this was se  The farm-
ing class was completely at a disadvantage m the question of bargain-
ing. Even in this country they werc a minority of the population—
completely out-voted and their power of bargaining taken away The
only power of bargaining they had was a threat to limit output, and
this was negatived by the fact that transport and the docks were 1m
the hands of the industrialists He thought that farmers would
eradually be reduced to the position of being an enslaved part of the
population.

The Chairman said it secmed to lum that the carlier part of the
paper which had been subjected to a good deal of crilicism had one
merit not allowed for by some of the erities that the line taken by
Colonel Edgeworth was to some extent a reflection of the times. It
might be tirue that bargaining power did not furmish a key to the
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understanding of fundamental economie problems to the same extent
as satisfaction, but 1f the realities of the situation were to be faced 1t
must be recognised that the freedom of the citizen to satisty himself
in the economic sphere was subject to very great hmitations, which
were largely comprised in what Colonel Edgeworth meant by bargain-
ing power. The term bargaining power might have been improved
upon, and some of the criticisms might have been avoided 1f some
morc felicitous expression could have been found. It was both too
wide and too narrow te describe accurately what Colonel Edgewcrth
had dealt with. Monopoly as an instance of bargaining power sug-
gested to him that bargaining power was too euphcmistic an expres-
ston, sinee bargaming imphlied a certain amount of liberty on the
part of those concerned. He suggested that 1t was necessary to dis-
tinguish between bargaining power as exercised in the domestic sphere
within the nation and bargaiming power 1n 1ts application to 1nter-
national trade  The extent to which bargaiming power within the
country could be successfully applied was subject to considerable
limitations when 1ts reactions upon external trade were considered
That was particularly important in the casec of the bargaining power
of sheltered occupations to which Colonel Edgeworth attached import-
ance. He did not agree with the statemcnt that only lack of know-
ledge prevented the wage-earners from assuming control of the situa-
tion. He thought 1t was too easily assumed that control could be
exercased by seetions  The position was more complex and every
section contributed to the ultimate result

The bargaining power of persons mn sheltered occupations was of
great practical importance and interest. The excessive pressurc of
bargaining power by particular sections was apt, especially m the
case of a couniry with a relatively large cxternal trade, to meet a
check through the necessity of having to mamtamn exports if the
standard of living was to be upheld

He would like to join with other speakers in expressing to Colonel
Edgeworth his thanks for a paper which had provided a stimulating
and obviously not one-sided discussion.

Colonel Edgeworth 1n his reply said that one of his objects in
writing his paper had been to stimulate discussion

Professor Dunecan had objected to his remarks about satisfaction,
but his criticisms had only been direcled against some—not all—uses
of the term. It had been said that he had not defined bargamning
power, but he had not attempted to give a definition, and he had
noticed that no one else had done so either

Professor Duncan objected also to mention of the 1won law, but he
had merely selected it as a well-known example of what he had been
trying to convey by baigaiming power He was sorry that Professor
O’Brien had left, and there was an ecffective retort to his remarks
about gravitation; Professor O’Brien had evidently forgotten the
old story about the apple. Mr Johnston had made some interest-
ing remarks. One difficulty in dealing with the problem of surplus
commodities was that the surplus was often not in the place where 1l
was wanted. The question of transport had to he dealt with as well
as that of stimulating increased consumption.

With regard to the criticisms that his paper was political, he was
not a politician, but the point he wanted to make was that there were
questions in this eountry that had both political and cconomic aspeels.
Economte thought could not be stifled merely because it had also
sometimes a political aspect

Colonel Edgeworth concluded by thanking the President [or bLis
nteresting comments.
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