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1912} MCILRAITH : PRICES IN NEW ZEALAND 595

as could be, and everything possible has been done to make the
book suitable for the non-railwayman without sacrificing its value
for the railway student.

One rather common error Mr. Robertson has fallen into. The
Railway Clearing House he dates from 1847, whereas it began
work on January 2nd, 1842. In view of Mr. Gladstone’s Com-
mittee of 1844, the House of Commons Committee of 1846, and
1846 being the year in which several of the large railway com-
panies first took form, the date is of considerable importance. The
influence of the Clearing House on the events of 1844-47 was no
.doubt considerable.

W. TETLEY STEPHENSON

The Course of Prices in New Zealand. By James W. McILRAITH.
(Wellington : Government Printing Office. 1911. Pp. 112.)

Report of Commission on the Cost of Living in New Zealand,
together with Minutes of Proceedings and Ewvidence.
(Wellington : Government Printing Office. 1912. Pp.
cxxxvi+ 510.)

Dr. McILRAITH’S essay, to which Professor Hight contributes
an introduction, embodies the results of post-graduate research at
Canterbury College. It shows a quite unusual combination of
sound theoretical thinking with practical skill in handling statisti-
cal material. Since the time of Jevons there have been few pieces
of private investigation into price levels carried out without
official assistance more admirably than this one.

The chief object of the essay is to form an index number of
New Zealand prices since 1860. But it also contains a good deal
of general material relating to the economic history of the
country, and some discussion of the causes underlying local price
changes. After a full discussion of the principles of construction
of index numbers, Dr. Mecllraith has adopted a method which he
summarises as follows : “I have used forty-five articles, including
raw products as well as manufactured goods ; and of these articles
I have taken the unweighted arithmetical prices. My standard
period is the decade 1890-99. T have also, for the sake of com-
parison, made use of the average obtained by the median ; and in
a few cases I have weighted the principal articles. The prices
used are wholesale prices.” In the choice of commodities he has,
of course, been much limited by the difficulties of obtaining,
especially for the earlier years, reasonably accurate statistics. As
an illustration of these the case of mutton may be quoted. The

RR 2

This content downloaded from 137.99.31.134 on Sun, 26 Jun 2016 20:22:09 UTC
All use subject to http://about.jstor.org/terms



596 THE ECONOMIC JOURNAL [pEC.

farmer and the meat-exporter were unable to say what mutton
was actually worth in any particular year. “The farmer puts his
sheep, when fat, into the saleyards, and there they are sold at so
much per head. This price is determined partly by the current
price ruling for mutton in the Liondon market, and partly by the
current price of tallow, hides, leather, and wool. The matter is
further complicated by the fact that the amount of wool on the
sheep depends upon the season at which they are sold. Sheep
will, other things being equal, advance in price from January,
shortly after shearing, till November, shortly before shearing.”
Since better statistics are progressively available as time goes on,
Dr. Mellraith’s task would have been rendered much easier by
the systematic adoption of Dr. Marshall’s step-by-step method.
He does not discuss this device, and it may have escaped his
attention.

If decade averages be taken, New Zealand prices are found
to have fallen heavily and continuously from 1861-70, for which
years the index number stands at 184, until 1892-1901, for which
it stands at 98. Since that time prices have been almost
stationary, with a slight tendency to rise, and for the decade
1901-1910 the index number stands at 101. If farm products are
distinguished from non-farm products, some interesting results
are noticeable. Up to the decade 1890-99 there are no important
differences between the price movements of the two groups.
Since that time the index number for farm products has risen
from 100 to 123 in the decade 1902-11, while the index number
for non-farm products has fallen during the same period from
100 to 94.

The Commission on the Cost of Living in New Zealand
assembled on the 81st May, 1912, and reported on the 30th August.
Within this brief space of time, however, they contrived to
examine a great number of witnesses from all classes and to
collect enough material to fill 650 folio pages. The volume
contains a good deal that is interesting to the student of the
economic development of new countries, as well as to the student
of price changes. The Commission made free use of Dr.
McIlraith’s inquiries, and on the pure question of prices have
not very much to add to them. Their general conclusion is that
there has been an increased “cost of living” of at least 16 per
cent. between the middle and late ’nineties and the present day,
but that the general level of prices since 1890 has risen less in
New Zealand than in any other country for which they were able
to make comparisons. General money wages, on the other hand,
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have risen 24 per cent. since 1896, so that there has been a steady
tendency of real wages to rise.

The Report of the Commission is strongly adverse to the tariff-
protection of industries. They have drawn up a very instructive
table showing that in spite of a tariff varying on numerous articles
from 20 to 25 per cent., not more than 24,277 workers altogether
are employed in State-protected industries, or allowing for their
dependants, about 5 per cent. of the population, and that in many
of the highly protected industries a mere handful of workers are
affected. A 20 per cent. duty on cutlery, for example, is accom-
panied by the employment of three persons on cutlery throughout
New Zealand; a similar duty on glass is accompanied by the
employment of fourteen persons. The comparative advantage
which New Zealand possesses in pastoral pursuits is so over-
whelming that the additional employment on industrial occupa-
tions brought about by the tariff is insignificant. It is also the
case, of course, that the population of New Zealand is insufficient
to support industries in which the economies of very large-scale
production are important. The Commission, however, regard the
vested interests which have grown up as sufficiently important to
render a total abolition of the tariff inadvisable. They recommend
a moderate revision downwards together with an abstention from
new duties in the future, and express their preference for a system
of bounties over one of tariffs. How far they have also been
influenced by the difficulty of finding alternative sources of
revenue does not appear.

Another of the Committee’s recommendations has interest.
They discern “a close connection between education and the cost
of living,” and they recommend on the one side more attention
to technical instruction, and on the other, a more widely-spread
acquaintance with economic fact and theory. “Most important
of all is the character of the general education given in the
primary schools : first, because it is given at the most impression-
able age, and secondly, because the great majority of the people
never receive any other formal education. It is therefore a matter
of regret that at this stage more attention is not devoted to a
description of the chief facts of social and economic life. In our
system of government we proceed on the assumption that every
adult man and woman is an expert in politics, and political
questions are and must ever become more and more economic ;
but we make no provision to ensure that the assumption shall be
founded on fact. In the primary and secondary schools a more
prominent position should be given to non-contentious economics.
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Children should be taught, e.g., to understand and describe the
industries of their district, the way in which the work is divided
up and performed, the reasons why such industries are followed,
why certain prices are paid, and the chief features of local govern-
ment.” The study would be carried further at the University,
and an intelligent interest in the subject thus developed throughout
the nation.

The Commission has been able to unmask the working of a
curious and interesting “ring,” known as the Merchants’ Associa-
tion of New Zealand, chiefly composed, apparently, of retail
grocers. The Association refused to give evidence before the
Commission ; but the latter claim that they have ‘definite proof
that the members of this Association have banded together for
the purpose of restraining trade in their own interests, and boy-
cotting independent traders. Where they have succeeded in
securing control of imported and locally-produced commodities,
their operations have been followed by increased prices. . . . The
Merchants’ Association are bringing constant pressure to bear
upon local, British, and foreign suppliers to refuse supplies to
independent traders who refuse to join the ‘ring.”” Although
the activities of the Association would seem to be detrimental to
the interests of the wholesale manufacturers, the following are
amongst the articles over which they have established control :
sugar, matches, cocoa, Keiller’'s marmalade, Colman’s mustard
and starch, Keen’s spice and blue, Robinson’s groats and barley,
Neave’s food, Mellin’s food, Edmond’s baking-powder, Lever’s
soaps, Reckitt’'s polishes, candles, proprietary teas, tobacco and
cigarettes. As an illustration of the methods of the Association
the Commission print a most interesting correspondence placed at
their disposal by the proprietors of Jeyes’ fluid, who, in spite of
pressure, have refused to boycott independent traders.

J. M. KEYNES

Income Tazxation: Methods and Results in various Countries.
By KossurE Kent KeNNAN.  (Milwaukee, Wisconsin :
Burdick and Allen. 1911. Pp. 347. $3.50.)

Tuis work presents the salient facts of some forty systems of
income taxation, making accessible to all legislators, students,
and business men interested in the subject upon the practical side,
a great mass of information that has hitherto been hidden in
official documents or kept from them by the barriers of language.
The fact that its scope is so wide and that it breaks so much new
ground renders it a work of considerable value. It is supplemental
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