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Many of those economies in the use of specialized skill
and machinery which are commonly regarded as within
the reach of very large establishments, do not depend
on the size of individual factories. Some depend on the
aggregate volume of production of the kind in the
neighbourhood; while others again, especially those con—
nected with the growth of knowledge and the progress
of the arts, depend chiefly on the aggregate volume of
production in the whole civilized world. And here we
may introduce two technical terms.

We may divide the economies arising from an increase
in the scale of production of any kind of goods, into two
classes — firstly, those dependent on the general devel-
opment of the industry; and, secondly, those dependent
on the resources of the individual houses of business
engaged in it, on their organization and the efficiency of
their management. We may call the former external
economies, and the latter internal economies. In the
present chapters we have been chiefly discussing inter—
nal economies ; but we now proceed to examine those
very important external economies which can often be
secured by the concentration of many small businesses
of a similar character in particular localities : or, as is
commonly said, by the localization of industry. (p.266),
LBAS) v 7 EIGEY N, TV —54 i
FIHEIZL %,
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6) The mysteries of the trade become no mysteries ; but
are as it were in-the air, and children learn many of them
unconsciously. Good work is rightly appreciated, inven—
tions and improvements in machinery, in processes and
the general organization of the business have their mer-
its promptly discussed ; if one man starts a new idea, it
is taken up by others and combined with suggestions of
their own ; and thus it becomes the source of further
new ideas. (p.271)
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7) And presently subsidiary trades grow up in the
neighbourhood, supplying it with implements and mate—
rials, organizing its traffic, and in many ways conducing
to the economy of its material.

Again, the economic use of expensive machinery can
sometimes be attained in a very high degree in a district
in which there is a large aggregate production of the
same kind, even though no individual capital employed
in the trade be very large. For subsidiary industries de—
voting themselves each to one small branch of the pro—
cess of production, and working it for a great many of
their neighbours, are able to keep in constant use ma-
chinery of the most highly specialized character, and to
make it pay its expenses, though its original cost may
have been high, and its rate of depreciation very rapid.
(p.271)
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8) Again, in all but the earliest stages of economic de-
velopment a localized industry gains a great advantage
from the fact that it offers a constant market for skill.
Employers are apt to resort to any place where they are
likely to find a good choice of workers with the special
skill which they require; while men seeking employment
naturally go to places where there are many employers
who need such skill as their and where therefore it is
likely to find a good market. (p.271)
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9) Social forces here co-operate with economic : there
are often strong friendships between employers and
employed : but neither side likes to feel that in case of
any disagreeable incident happening between them, they
must go on rubbing against one another : both sides like
to be able easily to break off old associations should
they become irksome. (p.272)
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11) Passing away from this illustration of the action of mod—
ern forces on the geographical distributions of indus—
tries, we will resume our inquiry as to how far the full
economies of division of labour can be obtained by the
concentration of large numbers of small businesses of a
similar kind in the same locality ; and how far they are
attainable only by the aggregation of a large part of the
business of the country into the hands of a compara—
tively small number of rich and powerful firms, or, as is
commonly said, by production on a large scale ; or, in
other words, how far the economies of production on a
large scale must needs be internal, and how far they

canbe external. 0.277) A %) v Z7iIZREXEBY,
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