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Of the profits, therefore, which a manufacturer or other person in
business obtains from his capital, no more than about three per cent.
can be set down to the capital itself... Of what he obtains beyond three
per cent., a great part is insurance against the manifold losses he is
exposed to, and cannot safely be applied to his own use, but requires
to be kept in reserve to cover those losses when they occur (Mill, J. S.,
Principles of Political Economy, ed. W. J. Ashley (1909 [1871]), Book I,
Chapter XV, §2. Econlib)
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Social Philosophy, 7th ed., William J. Ashley (ed.), London: Longmans, Green & Co.,
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In the preceding book?® we defined the relation in which interest
stands to profit. We found that the gross profit of capital might be
distinguished into three parts, which are respectively the
remuneration for risk, for trouble, and for the capital itself, and may
be termed insurance, wages of superintendence, and interest. After
making compensation for risk, that is, after covering the average
losses to which capital is exposed either by the general circumstances
of society or by the hazards of the particular employment, there
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remains a surplus, which partly goes to repay the owner of the capital
for his abstinence, and partly the employer of it for his time and
trouble. Chapter XIX. Of The Rate Of Interest, p 441, § 1. The Project
Gutenberg EBook of Principles Of Political Economy by John Stuart
Mill
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The remuneration of capital in different employments, much more
than the remuneration of labor, varies according to the circumstances
which render one employment more attractive or more repulsive
than another. The profits, for example, of retail trade, in proportion
to the capital employed, exceed those of wholesale dealers or
manufacturers, for this reason among others, that there is less
consideration attached to the employment. The greatest, however,
of these differences, is that caused by difference of risk. The profits
of a gunpowder-manufacturer must be considerably greater than the
average, to make up for the peculiar risks to which he and his
property are constantly exposed. When, however, as in the case of
marine adventure, the peculiar risks are capable of being, and
commonly are, commuted for a fixed payment, the premium of
insurance takes its regular place among the charges of production,
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and the compensation which the owner of the ship or cargo receives
for that payment does not appear in the estimate of his profits, but is
included in the replacement of his capital.

(Project Gutenberg), Book Il, Chapter XV, p. 408

§ 2. The Minimum of Profits; what produces Variations in the Amount
of Profits, Chapter V. Of Profits

Mill, J. S., Principles of Political Economy, ed. W. J. Ashley (London:
Longmans, Green, 1909 [1871]), Book I, Chapter XV, §3, p. 349.
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There are other cases, again, in which though the business might be
perfectly well transacted with small or moderate capitals, the
guarantee of a great subscribed stock is necessary or desirable as a
security to the public for the fulfilment of pecuniary engagements.
This is especially the case when the nature of the business requires
that numbers of persons should be willing to trust the concern with
their money: as in the business of banking, and that of insurance: to
both of which the joint stock principle is eminently adapted
(Econlib), Book I, Chapter IX, p. 133-134.
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*43Another advantage of joint stock or associated
management, is its incident of publicity. This is not an invariable,
but it is a natural consequence of the joint stock principle, and
might be, as in some important cases it already is, compulsory.
In banking, insurance, and other businesses which depend
wholly on confidence, publicity is a still more important element

of success than a large subscribed capital. Book I, Chapter
IX, p. 134-135
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Harold Raynes, A History of British Insurance (London: Sir Isaac Pitman & Sons, 1948,
second edition 1964), p 326.
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Some of the taxes on contracts are very pernicious, imposing a
virtual penalty upon transactions which it ought to be the policy of
the legislator to encourage. Of this sort is the stamp-duty on leases,
which in a country of large properties are an essential condition of
good agriculture; and the taxes on insurances, a direct
discouragement to prudence and forethought. Book V, ChapterV,
§2, p. 832 Ly
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[At this point the following passage remained, with an
unimportant verbal alteration, through the first six editions and
disappeared in 1871: “In the case of fire insurances, the tax is
exactly double the amount of the premium of insurance on
common risks; so that the person insuring is obliged by the
government to pay for the insurance just three times the value of
the risk. If this tax existed in France, we should not see, as we do
in some of her provinces, the plate of an insurance company on
almost every cottage or hovel. This, indeed, must be ascribed to
the provident and calculating habits produced by the
dissemination of property through the labouring class: but a tax
of so extravagant an amount would be a heavy drag upon any
habits of providence.”] Book V, Chapter V, §2 (a3l ibadk), p
833 Luis
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