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By John Stuart Mill
The form of association, however, which if mankind continue to improve, must be expected in the
end to predominate, is not that which can exist between a capitalist as chief, and work-people
without a voice in the management, but the association of the labourers themselves on terms of
equality, collectively owning the capital with which they carry on their operations, and working
under managers elected and removable by themselves. So long as this idea remained in a state of
theory, in the writings of Owen or of Louis Blanc, it may have appeared, to the common modes of
judgment, incapable of being realised, and not likely to be tried unless by seizing on the existing
capital, and confiscating it for the benefit of the labourers; which is even now imagined by many
persons, and pretended by more, both in England and on the Continent, to be the meaning and
purpose of Socialism. But there is a capacity of exertion and self-denial in the masses of mankind,
which is never known but on the rare occasions on which it is appealed to in the name of some
great idea or elevated sentiment. Such an appeal was made by the French Revolution of 1848. For
the first time it then seemed to the intelligent and generous of the working classes of a great nation,
that they had obtained a government who sincerely desired the freedom and dignity of the many,
and who did not look upon it as their natural and legitimate state to be instruments of production,
worked for the benefit of the possessors of capital. Under this encouragement, the ideas sown by
Socialist writers, of an emancipation of labour to be effected by means of association, throve and
fructified; and many working people came to the resolution, not only that they would work for one
another, instead of working for a master tradesman or manufacturer, but that they would also free
themselves, at whatever cost of labour or privation, from the necessity of paying, out of the produce
of their industry, a heavy tribute for the use of capital; that they would extinguish this tax, not by
robbing the capitalists of what they or their predecessors had acquired by labour and preserved by
economy, but by honestly acquiring capital for themselves. If only a few operatives had attempted
this arduous task, or if, while many attempted it, a few only had succeeded, their success might have
been deemed to furnish no argument for their system as a permanent mode of industrial
organization. But, excluding all the instances of failure, there exist, or existed a short time ago,
upwards of a hundred successful, and many eminently prosperous, associations of operatives in
Paris alone, besides a considerable number in the departments. An instructive sketch of their
history and principles has been published, under the title of L'Association Ouvrière Industrielle et
Agricole, by H. Feugueray: and as it is frequently affirmed in English newspapers that the
associations at Paris have failed, by writers who appear to mistake the predictions of their enemies
at their first formation for the testimonies of subsequent experience, I think it important to show by
quotations from M. Feugueray's volume, strengthened by still later testimonies, that these
representations are not only wide of the truth, but the extreme contrary of it….
……………………
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The same admirable qualities by which the associations were carried through their early
struggles, maintained them in their increasing prosperity. Their rules of discipline, instead
of being more lax, are stricter than those of ordinary workshops; but being rules selfimposed, for the manifest good of the community, and not for the convenience of an
employer regarded as having an opposite interest, they are far more scrupulously obeyed,
and the voluntary obedience carries with it a sense of personal worth and dignity. With
wonderful rapidity the associated workpeople have learnt to correct those of the ideas they
set out with which are in opposition to the teaching of reason and experience. Almost all
the associations, at first, excluded piece-work, and gave equal wages whether the work
done was more or less. Almost all have abandoned this system, and after allowing to every
one a fixed minimum, sufficient for subsistence, they apportion all further remuneration
according to the work done: most of them even dividing the profits at the end of the year, in
the same proportion as the earnings.
It is the declared principle of most of these associations that they do not exist for the mere
private benefit of the individual members, but for the promotion of the co-operative cause.
With every extension, therefore, of their business, they take in additional members, not
(when they remain faithful to their original plan) to receive wages from them as hired
labourers, but to enter at once into the full benefits of the association, without being
required to bring anything in, except their labour: the only condition imposed is that of
receiving during a few years a smaller share in the annual division of profits, as some
equivalent for the sacrifices of the founders. When members quit the association, which
they are always at liberty to do, they carry none of the capital with them: it remains an
indivisible property, of which the members for the time being have the use, but not the
arbitrary disposal: by the stipulations of most of the contracts, even if the association
breaks up, the capital cannot be divided, but must be devoted entire to some work of
beneficence or of public utility. A fixed, and generally a considerable, proportion of the
annual profits, is not shared among the members, but added to the capital of the
association, or devoted to the repayment of advances previously made to it: another
portion is set aside to provide for the sick and disabled, and another to form a fund for
extending the practice of association, or aiding other associations in their need. The
managers are paid, like other members, for the time which is occupied in management,
usually at the rate of the highest paid labour: but the rule is adhered to, that the exercise of
power shall never be an occasion of profit.
……………………

Under the most favourable supposition, it will be desirable, and perhaps for a considerable
length of time, that individual capitalists, associating their work-people in the profits,
should coexist with even those co-operative societies which are faithful to the co-operative
principle. Unity of authority makes many things possible, which could not or would not be
undertaken subject to the chance of divided councils or changes in the management. A
private capitalist, exempt from the control of a body, if he is a person of capacity, is
considerably more likely than almost any association to run judicious risks, and originate
costly improvements. Co-operative societies may be depended on for adopting
improvements after they have been tested by success, but individuals are more likely to
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commence things previously untried. Even in ordinary business, the competition of capable
persons who in the event of failure are to have all the loss, and in the case of success the
greater part of the gain, will be very useful in keeping the managers of co-operative
societies up to the due pitch of activity and vigilance.
When, however, co-operative societies shall have sufficiently multiplied, it is not probable
that any but the least valuable work-people will any longer consent to work all their lives
for wages merely; both private capitalists and associations will gradually find it necessary
to make the entire body of labourers participants in profits. Eventually, and in perhaps a
less remote future than may be supposed, we may, through the co-operative principle, see
our way to a change in society, which would combine the freedom and independence of the
individual, with the moral, intellectual, and economical advantages of aggregate
production; and which, without violence or spoliation, or even any sudden disturbance of
existing habits and expectations, would realize, at least in the industrial department, the
best aspirations of the democratic spirit, by putting an end to the division of society into
the industrious and the idle, and effacing all social distinctions but those fairly earned by
personal services and exertions. Associations like those which we have described, by the
very process of their success, are a course of education in those moral and active qualities
by which alone success can be either deserved or attained. As associations multiplied, they
would tend more and more to absorb all work-people, except those who have too little
understanding, or too little virtue, to be capable of learning to act on any other system than
that of narrow selfishness. As this change proceeded, owners of capital would gradually
find it to their advantage, instead of maintaining the struggle of the old system with workpeople of only the worst description, to lend their capital to the associations; to do this at a
diminishing rate of interest, and at last, perhaps, even to exchange their capital for
terminable annuities. In this or some such mode, the existing accumulations of capital
might honestly, and by a kind of spontaneous process, become in the end the joint property
of all who participate in their productive employment: a transformation which, thus
effected, (and assuming of course that both sexes participate equally in the rights and in the
government of the association) would be the nearest approach to social justice, and the
most beneficial ordering of industrial affairs for the universal good, which it is possible at
present to foresee.
I agree, then, with the Socialist writers in their conception of the form which industrial
operations tend to assume in the advance of improvement; and I entirely share their
opinion that the time is ripe for commencing this transformation, and that it should by all
just and effectual means be aided and encouraged. But while I agree and sympathize with
Socialists in this practical portion of their aims, I utterly dissent from the most conspicuous
and vehement part of their teaching, their declamations against competition. With moral
conceptions in many respects far ahead of the existing arrangements of society, they have
in general very confused and erroneous notions of its actual working; and one of their
greatest errors, as I conceive, is to charge upon competition all the economical evils which
at present exist. They forget that wherever competition is not, monopoly is; and that
monopoly, in all its forms, is the taxation of the industrious for the support of indolence, if
not of plunder. They forget, too, that with the exception of competition among labourers, all
other competition is for the benefit of the labourers, by cheapening the articles they
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consume; that competition even in the labour market is a source not of low but of high
wages, wherever the competition for labour exceeds the competition of labour, as in
America, in the colonies, and in the skilled trades; and never could be a cause of low wages,
save by the overstocking of the labour market through the too great numbers of the
labourers' families; while, if the supply of labourers is excessive, not even Socialism can
prevent their remuneration from being low. Besides, if association were universal, there
would be no competition between labourer and labourer; and that between association and
association would be for the benefit of the consumers, that is, of the associations; of the
industrious classes generally.
I do not pretend that there are no inconveniences in competition, or that the moral
objections urged against it by Socialist writers, as a source of jealousy and hostility among
those engaged in the same occupation, are altogether groundless. But if competition has its
evils, it prevents greater evils. As M. Feugueray well says, "The deepest root of the evils and
iniquities which fill the industrial world, is not competition, but the subjection of labour to
capital, and the enormous share which the possessors of the instruments of industry are
able to take from the produce.... If competition has great power for evil, it is no less fertile of
good, especially in what regards the development of the individual faculties, and the
success of innovations." It is the common error of Socialists to overlook the natural
indolence of mankind; their tendency to be passive, to be the slaves of habit, to persist
indefinitely in a course once chosen. Let them once attain any state of existence which they
consider tolerable, and the danger to be apprehended is that they will thenceforth stagnate;
will not exert themselves to improve, and by letting their faculties rust, will lose even the
energy required to preserve them from deterioration. Competition may not be the best
conceivable stimulus, but it is at present a necessary one, and no one can foresee the time
when it will not be indispensable to progress. Even confining ourselves to the industrial
department, in which, more than in any other, the majority may be supposed to be
competent judges of improvements; it would be difficult to induce the general assembly of
an association to submit to the trouble and inconvenience of altering their habits by
adopting some new and promising invention, unless their knowledge of the existence of
rival associations made them apprehend that what they would not consent to do, others
would, and that they would be left behind in the race.
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