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Introduction

I8 THERE A CORRRIATICN FEIWEEN 1HE PKESENT ECONOWIC CONDI1ION
OF THE COUNLRY AND THE 1KBUD O¢ LODEKN BCOMGNIC THOUGHL?

Economic conditions in the United States at the present time
can be clacssed as "hard times." The productive facilities of the
country are operating at a fraction of their capacity, Millions are
unemployede

Economic thought today tends somewhat toward putting into
practice certain production controls which will, in a meac<ure, help to
restore the industrial eocurlitrium.

Qur national wealth mav te meacured in terms of productive
facilities, the value pocsessed by material goods, the exi<tence of
=pecialized services, and the operation of efficient procesces wherety
the costs of production can te reduced.

The economic well-being of a country, however, implies more
than material wealth. It carries with 1t harmonious human relationships.

In his new took, which has not vet gone to press, Professor
Ely <tates "Economic law has reference to human relation<hips, and
human relationships are the outcome of human nature i1n 1ts environment
1n particular time and place  Environment is phyeical universe and
social conditions at the time in which we are dealing."

All economic conclusioneg are =ubject to change. The only
sure thing 1s that changes will come In chort, Economics is dynamc
and not stataic.

*¥an has always found 1t necesscry to overcome otstacles 1n
order to gratify his desires SBuch efforts are economic activities
These activities lead men to form asociations of various kinds, and to
act jointly, with the re=ult that an economic order or societv 1s
gstabliched

lhe characteristice of the economic order evolved depend

lst, On the kind of wants man has,

2nd, On the character of the obstacles to Ye overcome before
the wants can te satisfied,

3rd, On the equipment available for u<e i1n overcoming the
obstacles.

*L Cs harchall  hdapted from "Readings in Industrial Soclely."l10c4.,
ppe 3,4,
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BEconomic activities are carried on w.thin <ociety, and
accordingly a study of economic organization involves a stiudy of the
entire social sy<tem from an economic standpoint.

This talk purports to show, by outlining the evolution of
economic society and the development of economic thought, that a
reciprocal dependence does erist between economic thought and
contemporaneous conditions,

Economic History

Primitive man depended upon finding things, not upon making
them., The wants were few and had to do with =utsistence of the
rudest sort. The means of satisfying these wants varied with such
local peculiarities as temperature, moisture, and geological formation.
There was little division of labor. blan hunted and fished while
woman dug roots, prepared the food, and cared for the voung.

As man progressed into the pastoral stage he st1ll had no
fixed abode, as food had to be found for the herds and flocke There
was little or no private ownership of land. Certain areas were
claimed, and inter-tribal warfare prevairled. Individual wealth
existed in the form of animals which man had domesticated to his use.
With thi= ownership of property contrasi between rich and poor
appeared, and certain rules regarding inheritance were recognized.

Protably the pressure of population on =ubsietience wa= the
direct force behind the development of the agricultural stage. The
production of wealth was increased ty the use of animal power in
cultivating the soil. In thie step forvard man helped to insure
himself against the irregularities of an unplanned life. Wew economic
relationships between men ensued.

Village communities developed that were economically self-
sufficient. Production and consumplion were proportionate. Exchange
was effected 1in kind and accordingly money had little significance.

With the development of center< of trade the hancicraft
stage wae ushered in. ‘Trade was more or less localized and efforts
were made through the guilde to regulate 1t. The use of money
became important,



Gradually there developed, frem the domeetic, a larger
economy. Indu=trv was carried en in a <mall way. The functicne of
the merchants and workmen were separated, and the middleman ceme 1into
the economic scheme. This stege directly preceded the Industirial
Revolution.

As the factory displaced the home as a manufacturing center,
workers began to specialize i1n order to speed up production for market
purposeg. ‘Thie led to a productive <ystem in which human effort
assuned the aspects of mechanical operation. From this phese 1t was
but a step to the adaptation of machines to the already epecialized
processes and the diversion of man power to the further establishment
of a mechanized order.

The machines and workshopes, like the raw material and the
products, were at no stage in the production process owned bv the
worker. lhe masses became wage earners and the two industrial classes,
laborers and capitaliests, came into teing, HKestricted local markets
became national and international. Greater economic interdependence
resulted and, consequently, greater liatility to economic dicturtances.

Economic Thought

The origin of economic tnought 1s lost i1n antiquity.
Definite econormic 1dea= were first expres<ed in rules of conduct or
1n moral codes fornulated tv priests and law givers,

With the ancient Herrews, and aleo vith the Hindus, religion,
ethics, law, economics, and philocophy were not separated in the
thought of the times, but religion was the dominating influence.

lhe rules of both the liosaic and Brahminic codes which bore
upon economic matters had a religious significance. kvervday life
was minutely regulated. flheir philosophies were i1dealistic and
lacked the hard-eaded materialiem which has led the Western peoples
to glorify wealth as the escential tasis of civilization.

In an effort to abolish discontent the Orientals tended to
limit their standards, and that led to economic indifference. The

bosalc law aimed at e national solidarity thet almo<t i1gnored the
individual.
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The Greeks regarded the State as deminant: Plato traoed
the origin of the Btate to the lack of individual eelf-sufficiency
and to the advantages of specializatlon and erchange. The
Athenians did not forbid interest tut they argued about 1t and
concluded thet 1t was unjust, Thev did not differentiate tetween
the <ocial sciences, tut thev were keen analvtical thinkere and
lef+ & philo<ophv which profoundly affected the ethics and economicé
of later thinkers,

The preat service of the Romans to economic thought was
the development of jurisprudence as a science. Thie supported a
great degree of individualism through 1ts doetrines concerning
property, contract, intereet, and other matters =ubject to the
principles of equitv.

The Middle Ages (476-1300 A.D.) constitute a period of
coalescence., There was no resl contrituiion to economic thought.
The philosophy of the time tended tc the visionary rather than to
the practical. The doctrine of jJust price, tased on an atsolute
value for each commodity, was promulgated.

1he teginning of modern economic thougrht came in the
period following the liddle Ages, and the first commercial policy -
mercantiliem - was evolved.

lercaptiliem aimed at strengthening the hand of the
government in 1%s external relations. Lverv po=sitle expedient
was resorted to in order that exporis should exceed imports and
precrous metals flow into the country. The 1mportance of gold and
si1lver was exaggerated.

In the government the mercantiliste stood for atrolutiem
and their dectrine was an aid to the political unitv that waes in
process of development at that time.

In the formation of nations and =tates there alwave have
been two distinct problems - the internal and the external.
Internally there was strif'e between the local units and the central
govermment, and externally there was the s=truggle with other
groviing states.

lhe first c=ystem of economic thought was evolved by

certain Ffrench thinlkers who establiched the school of Physiocracy.
lhese men preached that nature was the source of all good, and
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therr influence was in the direction of agricultural pursuits and % gﬁf .
awayv fron trade. 1lhev recognized raw materials as wealth,

100 much government was tad according to the Phveiocrste
who had witnes<ed the havoc of the reigns of Louis AIV and Louils AV.
The functions of the government were limited ts their teachinge to
the protection of 1life, literty, and propertv. §State regulation
gave wav 1o laissez faire.

In 1776 Adam Smith published "lhe Tiealth of Nations"
which tecame the cornerstone of economic thought. His cuccessors,
who elatorated and amended his vievis, tecame the founders of whet
1s known as the English Classical School of Political Economy. The
methods of this schocl of thought were purelv deductive, and the
revolt of the Germans was a logical movement awav from artitrary
thinking.

Adam Smith, inluenced bv environment, turned from
agriculiure to labor as the source of wealth. He visualized
kngland as the worlshop of the world, importiing her agricultural
necessities and her raw naterials end exporting the finicshed
producte.

In the light of certain economic conditions brought about
bv the Industrial Hevolution Mlthus propounded hie« pessimistic
prophecy that the means of sub<istence would not support indefinitely
the growth of population,.

The German group, knovn ats the Historical School of
Economiets, held that only by a collection and studv of facts
could an equitable viewpoint be achieved and cound laws concerning
production and consumption and the distritution of weslih Ye <tsted.

Ihe adoption by the Germans of a nationalistic policw
which included the protective tariff can be traced to the teachings
of the German .Jistorical School as oppo<ed to those of the (Clascical
School.

The echool of Austrian economiste developed the theory of
subjective valuation. Emphasis was placed upon psychological import
and not upon material wealth. There was no <ignificant national
econony. The gratification of human wants was regarded as the real
ainm of labor and enterprise, and the economics of production and
dietribution undertook a consideration of the pleasure of the
individual,
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The world today is witneseing o recrudescence of 4 & -

mercantilist principles, There 1s a general broadening of the
economipc outloock, and a growing interdependence is di<placing
restricted national economy.

Discussion

1he emergence of the B8tate or the Hation, which wse one
of the prerequisites of the pre=ent economic order, came ac< a result
of ware.

The 8panish-Americen war ushered in the period of Imperialiem
and catapulted the United States inio & position of world power The
World War hastened our financial and industrial =upremacy

On the other hand, the World Twar precipitated Englesnd into
a relatively subordinate position in world economy In the case of
Ru=sia - Who knowg? Time alone will tell.

Is war therefore an economic curse or an economic tlesgsing?

xData indicate that ihe load placed by the War Department
on industry in thies country during the World War was about one-half
the expansion caused bv the business cvele 1921-1923.

war Dept. load on indusiry « .+ <ceeevaes »D,268,000,000
(at 1913 prices)

Change in value of products from 1921-1923 . $9,590,000,000
(at 1913 prices)

According to these figures the War Deperiment load alone
would require onlv about one-half the expan=ion in production that
took place normally in industirv during 1921-1923,

A similar load could te placed on indusiry today without
absorbing the eristing slack. If the productive facilities of the
countrv were operailing at capaciiv and there wss little or no
unemployment thie load would involve procurement measures of an
entirely daflferent nature.

In other words, the nature of the otstacles to be overcome
differs with the phase of the Yu=iness cvecle, and the solution of
procurement planning and indusiriel mobilization protlems must rest
upon gound economic judgment.

*[1. Colonel H. XK. Rutherford, C.D. Comparison of the Viar Load on
Industrv with the Changes Caused by a Major Eu<iness Cycle.Wovembter,1927.
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The eesonomiet knows that 1f the leading infustries of
the countrvy are making money, the country ae« a whole 1s prosperous.
Je 1g able to make quantitetive evaluation studies based on
statistics which sre aveilatle to him.

hanufacturing concerns can operate at optimum capacity
only if there 1s a coniinuous demand for their products, consequently,
1f there 18 a falling off 1n the demand for ¢ertain commodities
used 1n the basic industries a general decline is indicated.

It 1e interesting to speculate upon the effectiveness
of Germanv's peace-time policv of econoric control. fThere exicted
a virtual moncopoly of the dve industry, and home industrv was
assured of an adequate supply of res materials from outlying
SOUrces.

Germany was sble to subeidize her estallished economic
policy to the preparedness measures wnich were incicent to the
war, but <he vould have undoubtedly have tecome a dominant economic
power had not the World War intervened.

It 1s evadent, therefore, as has teen =tated before, that
any program of procurement planning and industrial mobilization
will be influenced by the existing phase in the bu-sinees cvcle,

The economist, with his perepecitive on contemporaneous
conditions, 1< altle to advise concerning the formulation of State
policies,

It 1= not the purpose of this talk to suggest prevenitives
for the inevitable, nor i1« 1t contended that WAR 1s the corrective
of & bu-iness depression. A definite correlation may exist between
the two but 1t 1= not advocated that an economist sit at the right
hand of the Chief of Staff and advise him to start a war simply
because the countrv happens to be 1n the trough of a buciness
deprescsiohne.

Conclusion

lhere 18 verv little time allowed 1in this school for the
etudy of Econonice. It 1< believed, however, that students of your
capacity should get, in this abtreviated course, an understanding
of the meaning and scope of Leconomics, and tecome familiar with
the most common economic terms,
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Economics 1s the =cience of businese« ~ and business as
an art 1s based upon econonLcs a< a gclence. Sirilarly, the
principles taught in the Armv Indusirial College, based upon
gound economics, will become the science of procurement planning
and industrial mobilization.

It has teen statéd that when man knows what hi= wants
are, he seeks means of satisfving them, and sets up organizaticns
to overcome the obstacles 1n hie way. In other words, wants are
the bases of all economic organizatione<.

Army supply services should, therefore, first figure
out their requirements and then, through their organizations, survey
their facilities and devise meane for appropriating thtm to the
gpecific needs.
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