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Introduct~en 

IS IHERE A CORRELA~ICN IEI~EEN ~HE PkESENT ECONO~IC CONDITION 
OF THT~ COUNIRY AI~D ~L~ IREI~D O~ I~ODhRI~ ECOI,~O~I6 IHOUG[TI~ 

Economxc conditions ~n the Un~ied States at the presenl t~me 
can be classed as "hard t~mes." ~he productive fac~l~t~es of the 
country are operatxng at a fraction of their capaclty. N~llxons are 

unemployed. 

Economic thought today lends somewhat to~rar4 putting ~nto 
practice certain production controls which w~ll, ~n a measure, help %o 
restore the ~ndustr~al eou~llbr~um. 

Our national wealth may be measured ~n terms of productive 
fac~l~t~es, the value possessed bv mater~al goods, the existence of 
~pecxal~zed servxces, and the operation of efficient processes ~herehy 
the costs of production can be reduced. 

The economlc well-belng of a country, however, ~mpl~es more 
than mater~al wealth. It carrxes w~th ~i harmonious human relationships. 

In hls new book, whlch has not vet gone To press, Professor 
EIv ~tates "Economlc law has reference to human relatlon~hlps~ and 

human relatlonshxps are the outcome of human nature ~n its enwronment 
in partlcular tlme and place Envlronmenl ~s phv~Ical unlverse and 
soclal condltlons at The t~me ~n which we are dealmng." 

All economxc concluslons are ~ubject %o change. The only 
sure thlng is that changes wll ! come In ~hort, Economlcs is 8vnamlc 
and not static. 

,man has always found it necess~r y to overcome obstacles in 
order to gratlfy hls deslres Such efforts are economlc actlvltles 
These actlv~txes lead men to form as~oc!atlons of varlou~ klnds, and to 
act 3oxntlv, wlth the result that an economlc order or socletv l~ 
established 

%he chsracterlstxcs of the economlc order evolved depend 

ist, On The klnd of wants man has, 
2nd, On The character of the obstacles to %e overcome before 

the wants can be satlsfled, 
3rd, On the equlpment ava!lable for u~e ~n overcomlng the 

obstacles. 

~L C. ~mrshhll AdalS{ed from "Read~/gs In in~hstrlal So6ieiy.~'1924~ 
pp. 3,4. 
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Economic activities are carried on w~th~n ooclety, and 
accordingly a studv of eoonomlc organization ~nvolves a study of %he 
entire social s~tem from an economic standpoint, 

~hxs talk purports ~o show, bv outl~n~ng the evolution of 
economic society and the development of economic thought, that a 
reciprocal dependence does e~st between economic thought and 
contemporaneous conditions. 

Economic H~story 

Prxmxt~ve man depended upon fxndxng thxngs, not upon makzng 
them. The wants were few and had to do w~th =ubs~stence of the 
rudest sort. The means of satxsfv~ng these wants varied wzth such 
local peculzarzt~e~ as temperature, moisture, and geological formation. 
There was l~ttle dxvzs~on of labor~ ham hunted and f~shed wh~le 
woman dug roots, prepared the food, and cared for the young. 

As man progressed into the pastoral stage he still had no 
flxed abode, as food had to be found for the herds and flocks ~here 
was llttle or no prlv~te ownership of land. Certaln area~ were 
clalme~, and inter-tr!bal warfare prevailed. Indlvldual wealth 
exlsted in the form of anlmals whlch man had domestlcated to hls use. 
~Ith thl~ ownershlp of property contrast between r~ch and poor 
appeared, and certaln rules re~ard~ng Inher~tance were reco~n~ze~. 

Probably the pressure of population on ~ubsl~tence wa~ the 
dlrect force behind the development of the agrlcultural stage. ~he 
productlon of ~ealth was Increased hy the use of anlmal power in 
cultlvatlng the sol1. In thlo step forward man helped %o insure 
hlmself agalnst the Irregularltles of an unplanne4 llfe. New e conomlc 
relat~on~hlps between men ensued. 

Vll!age communltles developed that were economlcally self- 
sufflc~ent. Productlon and con~umptlon were proportlonate. Exchange 
was affected xn klnd and accordlngly money had l~ttle s~n~flcance. 

Dlth the development of center~ of tzade the hanczcraft 
stage was ushered in. ~rade was more or less locallzed and efforts 
were made through the guilds to regulate mr. ~he use of money 
became important. 
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Gradually there developed, frem the demeet~c, a larger 
economy. Industry was carried on an a ~mall way. ~he functions of 
the merchants and workmen were separated, and the m~d~eman came ~nto 
the economac scheme. ~hao sts&e darectly preceded the Industrxal 
Revolution. 

As the factory dasplaced the home as a manufacturing center, 
workers began to specaalaze an order to speed up productlon for market 

purposes. ~h~s led to a productive ~ystem ~n whach human effort 
assumed the aspects of mechanacal operation. From thas phsse ~t was 
but a step to the adaptataen of machines to the already ~pec~al~zed 
processes and the davers~on of man power to the further establishment 
of a mechanized order. 

~he machlnes and workshop~, lake the raw materlal and the 
products, were at no stage in the productaon process owned by the 
worker. ~he masses became wage earners and the two industr~al classes, 
laborers ano capatalasts, came into ~eang, Restrlcted local markets 
became nataonal and internataonal. 0rearer economic interdependence 
resulted and, consequently, greater lla%al~ty to economic @~sturtances. 

Economlc Thought 

The oragln of economao thought as lo~t In ant lqul%v. 
Defanlte econonlc idea~ were ~rst expressed an rules of conduct or 
an moral codes fornulated YV prlesto and law glvers. 

Wath the anclent I{e~rews, and al~o wlih the Handus, rellglon, 
ethlcs, law, economlcs, and phllo~ophy ~ere not separated an the 
thought of the tames, but rellgaon was the domanatlng influence. 

%he rules of both the iiosalc and Brahmlnlc codes whlch bore 
upon economlc matters had a rellglous slgnaflcance. Everyday llfe 
Was manutely regulated. %hear phllosophles were !deallst~c and 
lacked the hard-headed materaalaom whach has le~ the ~estern peoples 
to glorlfv wealth at the esoent~al basle of Clvlllzatlon. 

In an effort to abollsh all,content the 0r~entals tended %o 
llmlt thelr standards, and that led to economlc indlfference. ~he 
1~osalc law almed at a natlonal solldarlty thst almost ignored the 
ind~vldual. 
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~he Greeks regarded the State as demlnant, Plato iraoed 
the orlgln of the State to the lack of indlvldual seif-sufflclency 
and to the advantages of speolal~zatlon and ezchange. %he 
Athenians d~d not forbmd ~nterest but they argued about ~t and 
concluded that ~t was un~u~t. They d~d not dlfferent~ate ~eiween 
the ~oc~al ~c~ences, but they were keen analvtlcal thlnkers and 
left a philosophy which profoundly affected the ethics and econom~c~ 

of hater thinkerS, 

~he great service of the Romans to economic thought wa~ 
the development off Durlsprudence as a science. ~hls supported a 
great degree of indlvlduaLsm through its doctrines concerning 
property, contract, ~nteresi, and other matters ~ubject to the 

prlnclples of equltv. 

%he ~iddle Ages (476-1300 A.D.) constltute a perlod of 
coalescence. There was no reel contrlbut~on to economlc thought. 
~he philosophy of the time tended to the vlslonary rather than to 
the practlcal. The d~trlne of Dust price, based on an absolute 
value for each commodltv, ~as promulgated. 

%he ~eglnnlng of modern economlc thought cane in the 
period followlng the ~iddle Ages, and the first commerclal policy - 
nercant~li~m - was evolved. 

l erca~til1~m aimed at strengthening the hand of the 
government in its external relations. Lverv po~slble expe@lent 
was resorted to in order that exports should exceed imports an~ 
precious metals flow Into the country. ~ Importance of gold and 
silver was exaggerated. 

In the government the mercantlllst~ stood for a~solutlsm 
and thelr d~trlne was an ald to the pollilcal unltv thai was in 
process of ~evelopment at that tlme. 

In the formatlon of natlon~ and ~tales there alwav~ have 
been two d] stlnct problem~ - the internal and the external. 
Internally there was strlfe between the local units and the central 
government, and externally there was the struggle wlth other 
grovlng states. 

~he flrst ~ystem of economlc thought was evolved by 
certaln French thlnhers who establlshed the school of Phvslocracy. 
~hese men preached that nature was the ~ource of all good, and 
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their ~nfluence was ~n the d~rect~on of agricultural pursuits and ~ ~/ 
away from trade. ~hev recognized raw materials as wealth. 

~oo much government was bad according to the Phvs~ocrsis 
who had w~tnes~ed the havoc of the reigns of ~oui~ XIV and Lou~s XV. 
~he functxons of the government were l~mxied ~ their ieach~ng~ to 
the protection of l~fe, l~bertv, and property. Slate regulation 
gave way ±o laissez f~re. 

In 1776 Adam 8mlth publ!shed "1he ~ealth of Natlons" 
which became the cornerstone of economic thought. H~ ~ ~ucce~ors, 
who elaborated and amended h~s wews, became the founders of v~h~% 

~s known as the ~nglzsh Classical School of Pol~t~cal EconomVo %he 
methods of th~s schocl of thou~h± were purely deductive, and the 
revolt o# the Germans was a log~cal movement away from arbitrary 
i h~ nk~ ng. 

Adam Smlih, Influenced bv envlronmen±, turned from 
agrlculiure to labor as the source of wealth. He vlsuahzed 
England as the workshop of the world, importlug her agricultural 
necessltles and her r~w nater~als and e~porilng the flnlshed 
products. 

In the hgh± of certaln economic condltlons brought about 
bv the Industrlal Revolutlon Dqlthus propounded h1~ pesslmlstlc 
prophecy that the means of sub~istence would not support indeflnltely 
the growth of population. 

~he German group, kn~n as the Hlslorlcal School of 
Economlsts, held that only by a collectlon and study of facts 
could an equliable vlewpoln± be achleved and ~ound laws concernlng 
productlon and consumptlon and the dlstrlhut~on of wealth ~e ~i~±ed. 

~he adoptlon bv the Germans of a natlonallsilc pohcv 
whlch included the protectlve ±arlff can be traced to the teachlngs 
of the German dlstorlcal School as opposed ±o those of the Clas~!csl 
School. 

The school of iustrlan economlsts developed the theory of 
sub3ectlve valuatlon. Emphasls was placed upon psvchologlcal import 
and no± upon materlal wealth. ~here was no o~gnlflcant natlonal 
economy. The grailfloat~on of human wants was regarded as ±he real 
elm of labor and enierprlse, and the economlcs of production and 
d~str~butxon unoeriook a conslderailon of the pleasure of the 
indlvldual. 
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The world today ~s w~tne~xng a recrudescence ef / ~ "~ 
mercant~l~s% principles, There ~s a general broadening of the ~ 
econommc outlook, and a growing ~nterdependence ~s d~placxng 
restricted national economy. 

Dlsoussxon 

%he emergence of the State or the Nai~on, which w a s  one 
of the prerequisites of the pre~ent economic order, came a~ a result 

Of war. 

%he Span~sh-Amer~can war u~hered ~n the period of Imper~al~m 
and catapulted the bnxted States ~nto a po~xt~on of world po~er ~he 
%~orld ~ar hastened our f~nanc~al and ~ndustr~al ~uprem~cy 

On the other hand, the %orld ~@ar precxp~tated Engl~nd ~nto 
a relatively subordinate posxt~on ~n ~yorld ecouomv In the case of 
Russia -~ho knows~ %~me alone w~ll tell. 

Is war therefore an economic curse or an economlc ~leE~ing 9 

,Data ind~cate that the load placed by the War Department 
on industry ~n ~s country during the borld %~ar was about one-half 
the expansmon caused by the bus~ness cycle 1921-1923. 

~ar Dept. load on ~ndustry .......... e5,26S,000,000 
(at 1913 prlces) 

Change In value of products from lq21-1923 . $9,590,000,000 
(at 1913 prlces) 

Accordlng to these flgures the ~ar Dep~rtment load alone 
would requlre only about one-half the expan=lon In productlon ¢hat 
took place normally in industry 8urlng 1921-1923. 

A slmllar load could Ye placed on ~ndustrv today wlthout 
absorbing the e~istlni slack. If the productlve fscllltles of the 
country were operatlng at capacltv and there wss llttle or no 
unemplovmen± ih!~ load would mnvolve procurement measures of an 
entlrely dlfferent nature. 

In other words, the nature of the obstacles to be overcome 
dlffers wlth the phase of the ~u~Iness cycle, and the solutlon of 
procurement plannlng and industr~al mob111zat~on prollems must rest 
upon sound economlc 0udgment. 

*L~'. "Co'lon'el H'. K. Rutherfor4-~' OoD. ' Comparison 'of the D"ir' L'oad on 
industry wxth the Changes Caused bV a ~la3or ~u~xnes~ Cycle.November,1927. 
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The eeonom~st knows that ~f the leadzng ~n~ustraes of 
the country ale making monev, the country a~ a whole xs prosperous. 
~ xs able to make quant~tst~ve evaluation stu4~es based on 

statast~cs which sre available to hxm. 

hanufactur~ng concerns can operate at optimum capacity 
only if there ~s a con~nuouo demand for thear products, consequently, 
• f there as a fall~n~ off an the demand for certain commodxt~es 
used ~n the basic ~ndustr~es a general decline ~s ~ndxcated. 

It ~s ~nterest~ng to speculate upon the effectiveness 
of Germany's peace-txme polxc,~ of economic control. ~here e~1~ted 
a vxrtual monopoly of the dye ~ndustry, and home ~ndustr~ was 
assured of an adequate ~upply of ra~ materials from outlying 

sources, 

Germany was sble to subsldlze her esta~l~shed economic 
pol~cy to the preparedness measures %n~ch were ~nc~oent to the 
war, but ~he v~ould have undoubtedly have ~ecome a dominant economic 
power had not the ~orld ~ar antervened. 

It is evldent, therefore, as has ~een =tared before, thai 
any program of procureuent plannlng and indu~trlal mob111zatlon 
will be Influenced bv the exl~tlng phase in the buolnees cycle. 

%he economlst, wlth hls per~pecilve on contemporaneou~ 
condltlons, i~ a~le %o advise concernlng the formula±aon of ~ta%e 
pollcles. 

It xs not the purpose of thls talk to suggest preventlves 
for the inevltable, nor I~ it contended that ~AR is the correctlve 
of a buolness depresslon. A deflnlte correlatlon may exls% between 

the two but at l~ not advocated that an econonlst slt at the rlght 
hand of the Chlef of Staff and advlse hlm to start a war slmplv 
because the country happens to be in the trough of a buolness 
depres=lon. 

Co~cluslon 

%here is very llitle tlme allowed in thls school for the 
study of Econonlc~. It l~ belxeved, ho~;ever, that students of your 
capaclt y should get, in this abbrevla~ed course, an understandlng 
of the meanlng and scope of kconomlcs~ and tecome famllaar wlth 
the most common economlc terms. 
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Loonom~cs is the ~clence of buslne~ - and buslness as 

an art Is based upon economlcs a~ a science. 81~llarly, the 
prlnclples taught in the Army Inaustrlal College, based upon 
sound econom~os, w~ll become the science of procurement plannlng 
and industr~al mobll~zatlon. 

It has Deen stated that when man knows what hl~ wants 
are, he seeks means of satlsfv1ng them, and sets up organlzatlons 
to overcome the obstacles in hl~ way. In other words, wants are 
the bases of all economlc organ~zat~on~. 

Army supply servlce~ should, therefore, flrst fzgure 
out thelr requlrements and %hen, through thelr organ~zatlons, survey 
their faollltles and devlse mean~ for appropr~atlng t~m ±o the 
speolfle needs. 
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