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PUBLISHER’S NOTE ON PRESENT PRINTING

This printing meets the longfelt need for a brief and authoritative
primer of economics written in lahguage easily understandable by the
average intelligent person with no specialized knowledge of the
subject.  Without the distottions and ovetsimplifications that
customarily mar popularized treatments of this science, the authoer has
succeeded in presenting the essential teachings of economics ih an
eminently clear and teadable form ideally suited to the needs of the
citizen who seeks to acquaint himself with the knowledge necessary for
a well-founded and rationally defensible opinion concerning the
consequences of proposed policies that are currently the subject of
controversy. Illustrated with apt historical references and buttressed
with solid learning, this work is a rare combination of sound
scholarship and pedagogic skill.

Within the compass of a few short chapters, the reader will find a
synoptic survey of the fundamental principles of economics and will
see them applied in the critique of popular fallacies, misunderstandings,
and confusicns. In spite of its conciseness, the text deals, always in a
ptecise way, with a wide range of economic issues of interest and
importance to every citizen of & democracy: monopolies, business
cycles, unemployment, inflation and deflation, the gold standard,
international trade, labor and wages, capital and profits, land and rents,
nationalism, socialism, the planned economy, etc.

In the light of the teachings of economics, the author subjects to
ctitical examination various proposals for governmental interfetence
with the free market-—e.g., price ceilings, minimum-wage laws, rent
controls, import quotas, tariffs, subsidies, foreign-exchange controls,
confiscatory taxation, expropriation measures, and land reform. The
doctrines of the vatious “schools” of economic theory are succinetly
presented and critically evaluated; and the scope of economic science is
cleatly delimited, first in the opening chapter, on what economics is
about, and finally in the closing chapter, on what economics is hot
about.

The Foundation for Economic Education






The Translator’s Preface

Elementary introductions to economic science comparable in
clarity, authoritativeness, and simplicity to Sr. Ballvé's work are
exceedingly rare, not only in Spanish but also in other languages.
And, indeed, within a year of this book’s publication, a French
translation by M. Raoul Audoin tmade its appearance to fill the
need of readers of that language in Continental Europe, whetre
the book soon received the acclaim it deserved.

Certainly the same need exists in English and has existed for
some time. There are, to be sute, a number of excellent treatises
on economics, some of them rather voluminous, which expound
the subject with an exhaustiveness that should satisfy the most
demanding student. But when one looks for simpler and briefer
presentations, designed, not for specialists, but for the average
educated person who seeks enlightenment in regard to the
economic questions underlying the great issues of our day, there
is little to be found that is altogether satisfactory. No doubt
those who have taken the pains fo acquire a thorough knowledge
of economics may say that there really is no substitute for the
consummate understandings that only the study of the works of
the masters in this field can provide; anything else is necessarily
supetficial at best and is likely to be open to sophisticated
criticism. This much may be granted. But the gap between the
erudition of the scholars—a relatively small group, whose
primary influence is in the classroom and the lecture hall—and
the ignorance, not to say prejudices, of even otherwise well-
educated men and women who have not specialized in economic
science, has not been left a vacuum. There is no dearth of
pamphlets and popular books in which inveterate errors and
fallacies long since refuted continue to be given currency. As for
the textbooks used in the secondary schools and the colleges,
besides being often dull and pedantic, they fail, in many
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viii The Translator’s Preface

instances, to reflect the present state of economic science, deal
with much that is strictly irrelevant to it, and are, in any case,
unsuited to the requirements of the citizen who wishes to inform
himself accurately concerning the essentials of that subject so
that he may have a well-founded, rationally defensible opinion
concerning the consequences to be expected from the various
proposed policies open to his choice in his capacity as a voter in
a democracy.

It was chiefly for this type of reader that the “ten lessons in
economics™ here presented were intended. The peculiar merit of
this book is its combination of brevity, readability, and accuracy.
Here the reader will find, within the compass of a few short
chapters, a synoptic survey of the essential principles of
economics and an application of them in the critique of popular
doctrines and policies, the whole illustrated with apt historical
references and supported by solid leaming. This unusual blend
of pedagogic skill and sound scholarship gives the work its
unique character and makes it ideally suited to fill a need that
has, up to now, been left, for the most part, unsatisfied. Its
translation into English will have been justified if it helps to
clear up some of the grave misunderstandings and confusion that
infect much of the popular discussion of economic questions and
to correct the faulty opinions that currently constitute the main
obstacle to the diffusion of prosperity and well-being.

The English version is based, for the most part, on the
original Spanish-language edition, but it takes account also of
some of the substantive changes that, as we learn from M. Pietre
Lhoste Lachaume’s preface to the French translation, were
introduced into the text of the latter at his suggestion. To be
sure, not all the additions, deletions, emendations, and
rearrangements made in the French version have been
incorporated into the English text, for in some cases they appear
to have been made—as the editor frankly admitted—chiefly in
the interest of adapting the book to the concerns of the French
public or of bringing cestain points into sharper relief in the light
of contemporary European conditions. However, in view of Sr.



The Translator’s Preface ix
Ballvé’s express statement, in the foreword he wrote for the
French translation, of his approval of the revised text, the latter
has been followed here wherever it seemed to represent an
improvement, in vigor and consistency of expression, over the
Spanish original.

Arsthur Goddard
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1

What Is Economics About?

Economic activity. Economic thought. Xenophon, Aristotle,
Rome, St. Thomas, Qresmius, Biel, Evasmus, Luther, Calvin.
Mercantilism. The physiocrats. Adam Smith and the classical
school. Nationalism. The Historical School. Socialism. The con-
trolled economy. The Austrian School. The Mathematical School.
The Critical School. The domain of the economic: action chosen
by man in the market,

As far back as we go in our study of the way mankind has
lived, from the earliest reaches of recorded history and even from
the times of the prehistoric monuments studied by archeology,
we find men applying their labor to the resources of Nature in
order to satisfy their needs. That is to say, we find them producing
—even if only by bagging game or catching fish or gathering
from fields and forests the wood and the wild fruits they found
growing there, transporting these to the place where they were
to be consumed, and then treating them as marketable com-
modities—and we find them exchanging their produce with other
men, whether directly by barter or indirecily through the
medium of a neutral commodity, viz., money. We find them, too,
competing in offer and demand, according to the conditions of
scarcity or abundance in the supply of specific goods, and exercis-
ing the right of choice-~the producer producing what he expects
will yield him the greatest profit, and the consumer buying what
seems to him cheapest and most suitable to his needs. We also
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2 Esseniials of Economics

find them holding on to goods or money, sometimes with the
object of securing a greater advantage later, sometimes with that
of building up a reserve for hard times. We find those in pos-
session of goods or money lending, for some consideration, what
they could spare tc those in urgent need of it, and we find
different people banding together for production or consumaption.

All these human activities, consisting in the exercise of individ-
val initiative and of the faculty of choice for the satisfaction of
wants and the improvement of what we call today the standard
of living, are, in a more or less primitive and undeveloped form,
as old as mankind. Their modern forms are every day being
extended from the advanced to the backward countries at the
same time that their primitive forms persist into the present
day. Indeed, the latter are still current among civilized peoples,
as we see in the recrudescence of barter during and after the
war even among nations as enlightened as France, Germany, and
the United States.!

From the earliest times, too, this manifestation of human
activity has engaged the minds of scholars and thinkers. To go
no further back than the days of ancient Greece? Plato con-
cerned himself with the division of labor and of the various
occupations; Xenophon dealt with the increase in rents in Attica
and formulated a theory of money; Aristotle spoke of the
chrematistic occupations, expressed the hope that slave labor
might be replaced by machinery, and anticipated the distinciion
that Adam Smith was to make twenty-two centuries later between
value in use and value in exchange. Rome made the protection
of agriculture an economic policy—one that was supported in
the Middle Ages by the Catholic Church's condemmation of
trade, its prohibition on the charging of interest, which it charac-
terized as usury, its repudiation of value in exchange, and it
refusal to accept, as the basis for prices, anything but value in use.

St. Thomas Aquinas advocated a kind of communism that was
later, from 1610 to 1766, to be practiced by the Jesuits of Para-
guay. The French bishop Nichelas Oresmiug published a ireatise
on money, and Gabriel Biel of Wikritemberg made investigations
into the nature of money and the formation of prices.



What Is Economics Aboui? 3

Humanism, with Erasmus, esteemed commerce as honorable,
Martin Luther, the founder of Protestantismn, postulated that
“man was born to work,” studied the division of labor, and
stressed the importance and utility of trade, recommending the
free market even though he continued to condemn “usury.” On
this last peint Calvin disagreed with Luther and was, besides,
the first to advocate the intervention of the state in economlic
life—an intervention that already existed in his age and, o a
greater or lesser degree, has always existed and in the last thirty
years has been considered as an economic panacea.

The establishment of absolute monarchies in the sixteenth
and seventeenth centuries and the rise of modern nations imbued
with an ardent and youthful spirit of nationalism produced at
the same time a control over economic activity and a theoretical
justification: of that contrel that is known historically as mer-
cantilism. Its fundamental principles, of which those of the pres-
ent age, apily called neomercantilisi, vemind us, are: the divec-
tion of economic life by the public authorities, the consideration
of money as true wealth, a concern with a favovable balance
of payments with the object of obtaining more money in inter-
national exchange, the protection of industry for the purpose of
having articles of export in order to bring money into the coun-
try, a system of subsidies and privileges for exporters and for
industries producing for export or avoiding imports, an increase
in the population in order to augment the productive forces of
the domestic econowmy, cempetition with and isolation of for
eigners by means of tariff barriers, and, above all, the belief that
the prosperity of one country is possible only at the expense
of the others.

These were the principles that inspired the regulation of
economic life by the omnipotent governments of the sixteenth
to the eighteenth century and were developed, albeit with con-
siderable differences of detail, by Serra, Broggia, and Genovesi
in Italy; by Francis Bucon (Lord Verulam), Thomas Mun, Child,
and Temple in England (while Sir Walter Raleigh attributed
the economic superiority of Holland tw irs greater economic
freedom); by Melon and Forbonnais in France; by Klock, Secken-



