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PREFACE

TeE first edition of the Outlines of Ecomomics, written by
Professor Ely, was published in 1893. Four persons coéperated
in preparing the revised and enlarged editions which appeared
in 1908 and 1916. The present edition, though no larger than
its predecessor, is the product of another thoroughgomg I
sion, and embodies substantial changes. :

Few pages remain wholly unaltered. Many of the chang
merely have the purpose of attaining increased precision
lucidity of statement. Others reflect the revolutionary ec
nomic changes of the last seven years. Giving their due impor
tance to these changes has involved much more than mere
bringing the book “up to date.” The World War not
created new economic problems: it gave a new s:gmﬁ
and a new distribution of emphasis to old problems.

To make room for new material many small excisio
been made here and there, the lists of questions formerl
pended to the several chapters have been omitted,
chapter on Insurance has been dropped. The dlscu
businesd cycles has been considerably expanded and |
made into a separate chapter. Even more no
before, therefore, the book is made up of fairly full
of the fundamental subjects of value and distribution,
and banking, and public finance, together with more s
treatments of a group of other topics. But, as befort
tried to avoid any artificial separation of “theory?
tical problems,” and we have taken pains to retain
organization and especially the general pomt of
earlier editions. ;

The chapter on Profits has been pre
the chapter on Interest has been simp.

x



vi PREFACE

and there are substantial changes in the second of the two chap-
ters on Value and Price. Much new material will be found in
the discussions of taxation, money and prices, international
trade, transportation, agricultural problems, socialism, and
other topics.

We are again indebted to many teachers of economics for
helpful criticisms and suggestions.

THE AUTHORS.
SEPTEMBER, 1923.
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THE NATURE AND SCOPE OF ECONOMICS 3

“by whom ” the necessaries, conveniences, and luxuries of
life are created, whereas the infinitely greater truth is that man
is the one “for whom » they are all produced. Of course no
one denies this truth, but one might almost as well deny it as.
to leave it out of account. The result of such neglect is that
men dévise with great skill rules by which man may be made:
the best possible manufacturing machine. It sometimes qu
escapes the notice of these persons that in making man the best .
possible manufacturing machine they may make him a ver
, poor sort of man; that in teaching him to supply his wan
. very bountifully they may prevent his developing and c
ing those same wants. . They forget that there are two
of poverty — one a lack of goods for thelhigher wants,

other a lack of wants for the higher goods. | To become ri
goods while losing at the same time the power to proﬁt by t
is unfortunately one of the commonest retrogressions in hum
experience. We do not mean that the whole problem of hum
development is the subject of -economics; but simply that man
f' hood, rounded human development, and the equitable organiza-
tion of human relationships are the objects of all social scie
i~ and none must consider its subject so narrowly as.to
. these objects. :
' Another common mistake has been to- regard as of h
portance the economic activities of one particular class, es
the employer. Other men were treated simply as
production.” An English writer speaks of dear labor :
the chief obstacles to England’s econémic prosperity
anything be more utterly an oversight of general hum
being? (Dear labor should be the very goal of any
historianic effort, for that means abundant supply of the wan
velopmeis mass of its peoplet) and the fact that labor is de&r
; problems, ining an obstacle fo prosperity, is the very pr
. more practical sat prosperity. A glance at history indicates
3 ness Managemelithese mistakes not only in theory but
problems of PYOPGen developed to majestic proportions
poration control; feeper degradation; wealth hasat
of modern statisthat humanweal in whose servi




4 OUTLINES OF ECONOMICS

Economics treats of Man in Society. — This is one of those
truisms which only history can make real to us. As we pass from
primitiveman up through all the stages of development we find an
ever increasing interdependence among men. Man is least de-
pendent when he wants least, cares least, has least, knows least,
and is least. With every betterment of condition and character
he is more dependent than before, more dependent and yet more
. free. The beginnings of trade are a confession of mutual need;
" the coining of money is a declaration of dependence to all men.
We look with pride upon a century of progress, but that progress
* has consisted in little else than a growth of dependence, an ever
increasing departure from that rude kind of literal self-help in
‘which each one does everything for himself. Our fathers drew

~water, each for himself, in ‘‘ the moss-covered bucket,” while
~ our mothers dipped candles for the evening’s light. If one was
" negligent, the rest did not suffer. Today a network of pipes ra-
diates from a common center to enter a thousand households.
An engineer makes a blunder at the station, and thousands are in
darkness or drought. (Progress isa passage from independence to
de pendence from distrust to confidence, from hostility to amity,
m helplessness to helpfulness, while the great law of social
solidarity gains ever increasing importance Our science, then,
' iri‘terest‘ed _primarily in man in his relations to others, and not
n man by himself, Moreover, as a science which studies the
resent in order that it ma’ir predict and prepare for the future,
nd dlscovermg that interdependence is the law of progress, it
ust not hesitate to shape its principles with reference to a soli-
arity which shall grow more rather than less, stronger rather
an weaken ‘
nomics treats of Man as in Process of Development. —
uths are more easily admitted or more persistently ignored
at f change in human life and condition. History makes
\ ‘Man now wanders about by force of necessity and age-
abit, now starves rather than be moved from his home.
now free to all, now parceled out with well-nigh absolute
dividual possession. The seemingly eternal features

structure are gone in a few generations. Nothing
b e



(One must never forget in the study of economics that the phe-

THE NATURE AND SCOPE OF ECONOMICS 5

50 invalidates theories, laws, general principles, institutions, and
enterprises as this great law of change of which we seldom, take
full account. Take, for instafice, nguégts N“othmg isleoninidner
than for a man to leave a legacy under specified and detpiled
regulations, bmdmg for all time. One leaves money% endow a
religious service in a language which in a few generations no one -
understands; another founds a college to teach certain doctrines
which in a century no one believes; and so on indefinitely.
These and a thousand other laborious efforts of statesman,
warrior, or philosopher quite lose their worth for the future be-
cause their authors assumed that the future would be like their -
present. Even the wages system and the division between capi-
tal and labor which seem rooted in the constitution of society
have had real significance for scarcely more than two centuri

nomena with which it deals are pervaded by the spirit of life,
moving forward or backward, progressing or decaying, under
those influences which control the rise and fall of social institu-
tions. The science is in large part bl%mal Tather than
mechanical), doae G4 a an P vry o

The Laws with which Economics-Deals. — The evolutlonary
character and complexity of economic phenomena, which:
count for much of the charm of the subject, endow it also wii
unusual difficulties. Conclusions true for one generation 2
invalid in the next. Terms and definitions appropriate to o
stage of industry are misleading in a succeeding stage. Gt
eralizations valid for one nation and government are inap;
cable to another. Even those laws or uniformities which
science prizes as the finest product of its research are but state-
ments of probabilities — declarations of what is most likely ta
occur for the mass of men in the long run under certam spec1ﬁed,
circumstances. :

In no department of knowledge, consequently, is there greater need
temperate statement and of that humility of mind which is the surest
guard against bigotry and dogmatism. No system of economics is app
cable unchanged to all times and all places: the premises of the argw
change; the ingredients of nearly every problem present themselv






