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TO MY FATHER 



'PREFACE 

This volume is a bit of research into the princlples of dynamic 1 

economics.· It is an experiment in a type of economic theory 
whiCh is largely inductive, which-comes to grips with the dynamic 
movements and the resistances to mqvement, and the organic 
interrelations of parts, which make our economic world a dynamic' 
.social organism, rather than a static mechanism with an endless 
uniformity of perpetual motion. It studies the discrepancies) 
_between supply and d~and; indeed the whole subject of the 
book might be defined as a study of discrepancies between an 1 

ever fluctuating demand and a relatively inelastic fund of prO-: 
ductive capacity, resulting fu wastes of partial idleness, and many [ 
other ·economic disturbances. Unused capacity is its central 
theme. 

This subject, of costs which are not traced to units of outpu1 
or do not vary with output, has challenged the author's scientifia 
interest for years. From being a mere exception to the general 
laws of value and efficiency it has grown to be a large and impor~ 
tant section of economic principles. And4 now .the questio:d 
seems tO be whether it can best function as an autonomous 
department of economics, or whether the whole body of economic 
thought must become an "economics of overhead costs" in the 
sense of being integrally built upon this a.s a. pa.rt of its founda
tion. In the latter case, the new groundwork would need to 
include many other equally important and equally fundamental 
facts of human nature and industry, all of which together 
would furnish an adequate and convincing background for a. 
picture of the dynamic, organic,· and social qualities of our 
industrialljfe. 

The author has sometimes sa.id that a graduate class in 
economic theory would be a success if the students gained from 
it a real :understanding of the meaning of cost _in all its many • 
aspects. He believes that the econoinu£ may well stUdy· the 
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accountant's conceptions of cost, since they constitute economic 
forces which affect the conduct of business and the laws of value 
and production. But he believes just as strongly tlult the 
accountant should know the meaning of cost from the standpoint 
of disinterested economic science, because it embodies, in a sense, 
that impossible goal to which his practical devices serve as 

\ 

approximations. Thus one task of this work has been to try 
to throw the light of these two conceptions upon each other

. with what success the reader must determine. · 
' A word of e.xplanatio;n may be in order as to why this bit of 
experimental research in economic theory should· appear in a 
series of "Materials for the Study of Business." The funda
mental reason is twofold. The author of the book believes in ../ 
carrying theoretical study into the realm of those facts and 
forces with which business is consciously in contact (as it is often 
not consciously in contact with the traditional abstract levels of 
long-run equilibrium) and gen~ralizing upon that great wealth 
of inductive material which is accumulating at an ever increas
ing rate and for which our schools of business are so' largely 

• responsible. And the editors of this series believe that a study 
of the laws of industry :from the broadest social standpoint, and 
from the standpoint of the search for useful truth of whatever 

.color, is a vitally necessary part of business education. And 
such a testimonial to the practical worth of theoretical study 
is, to· say the least, worth accepting on behalf of theoretical 
economics. 

While the book was not originally planned as a commercial 
text, the material has been used as the basis of a course in which 
students of the School of Commerce have participated, along 
with students in the Department of Political Economy. The 
course has been given three times, the students have contributed 
valuable data and an invaluable service of criticism and dis
cussion, and the professor's resignation has not yet been, 
requested. In fact, he has been strengthened in the conviction 
that a course covering this subject-matter fills a very important 
niche in any university curriculum and he looks to see such 
courses become fairly numerous in the near future. 



PREFACE xi, 
J 

The author has tried to put the argument in such form that 
business men would find it readable, if they were willing to deal 
with some few unfamiliar terms and to accept the standpoint 
of a search for the laws of economic efficiency in the large, 
rather than of that narrow commercial efficiency which breeds 
the convulsions that sap the strength of business as a whole; 
Such readers might do well to omit .chapter xxiii, dealing with the 
theory of marginal productivity, but it is the author's earnest 
hope that they will find the bulk of the argument worthy of their 
attention. The subject it deals with, especially the discrep
ancies between commercial and community measures of efficiency, 
is as important as any which is before us today, and the impor-

- tance of the theme may make up for shortcomings in the author~ 
presentation. 

Grateful acknowledgments are due to more individuals than 
can be named. First of all to my wife, whose suggestions have 
had more value than she would ~dmit, whose probable comments 
have been constantly in my mind, affecting the form of the entire · 
work, and who has devoted to it an amount of toil which can 

. never be adequately recognized by that too conventionalized 
reward of the author's wife, a mention in the Preface. I have 
also profited by discussions of particular phases of this work with 
my colleague, Professor Jacob Vmer, and my former colleague, 
Professor F. H. Knight, now of the University of Iowa. Pro-, 
fessor J. 0. McKinsey of the School of Commerce and Administra
tion of the University of Chicago kindly read and commented 
on one part of the manuscript. Acknowledgment is also due 
to the members of the classes who have worked with me over 
this material, and to the entire group of teachers and students 
at the University of Chicago, whose spirit of realism and intimate 
contact with economic facts have furnished a mine of suggestion 
and a salutary corrective for the overabstract tendencies of the 
theorist. 

As for the many writers who have written on one phase or 
another of this subject, partial aCknowledgment is made in the 
course of the t¢, though no one can eyer know all the influences 
which hav~. helped form his ideas on any large subject. 'The 
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greatest debt of all is to my father, who started me in this field of 
inquiry as a graduate student, who has followed my work with a 
combination of gen~rous interest and wise refraining from iitter- · 

, ference, and to whom this work is dedicated as a very small 
contribution toward realizing his conception of a dynamic 
economics. 

CADmL, CALD'OJtMIA 
August 119, 1923 
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manufacturing vs. selling, 59-63; 
of holding materials vs. working 
them up, 197; see also Materials; 
of idleness, 2I7, 242, 2So-s4;· re
ceiver's standpoint, see Costs of 
abandonment; unpaid services in
cluded, 187; see also Costs 

Costs: of abandonment, ss, I8o, 199, 
2oo-2o1; absolute vs. alternative, 
37-38; see also Cost and alternatives; 
allocation: methods of, 3S..39, 57-58, 

61, 216-3Ij to a period, 204-6, 
225--26; to products, 2o6-1o; by 
accounting method, 207-8; by 
statistical method, 20S..1o; of all 
costs vs. differential costs only,-
20S..1o1 2221 287-88; by hypo
thetical experiment, 228; to weath
er and to traffic, 230; to depart· 
ments, 241-42; of overtime, 246-
47, 249; difficulties of causal 
tracing, 247; on railroads, 287-88; 
of costs of quality, 329; a mattei 
of judgment, 330; by the maiket, 
372; of labor's overhead, 381; see 
also Community vs. business view 
of costs; Responsibility, Social 
cost-keeping; 

as basis for prophecy, 237-38; con
stant and variable, 51-54, 175, 182, 
224, 279, 312, 39So-g9; see also Con
stant costs, variable costs, differen
tial and residual, 49-50, 56, u8, 
167; see also Cost, differential, 
differential costs, residual costs; 
direct, 246-49; an index of differential 
costs, uo, 245, 253; and indirect, 
3S..4o, 56, 203, 242, 249-55; eco
nomic force of wrong conceptions, 45; 
in handicraft or domestic system, 2; 
as legal obligations, 178; long vs. 
short variations, 43-44, 85, 105, 107-
Io, II3, 259, 282, 323j maiginal VS. 
bulk-line, 13; minimum, 48-54; and 
prices, 390 64-65, 97, 167, 234-~6, 
237-39, :1142, 256; costs of production 
VS. financial charges, 4o-41, I 76; 
shut-down costs, 54. 182, 199; sunk 
COSts, 54-55, I8o, 197, 239, 339, 34I-
43o 345; nltimate sacrifices, 178, I8t; 
urgent vs. postponable, ss, 92-93; 
various views of, 35-36, t8t, tSg; see 

also Constant costs, Cost, Differential 
costs, Direct and indirect costs, 
Residual costs, Variable costs 

"Cracking" of petroleum, 98-99 
Crop rotations, 98-99 
Cross-freights, saving of, 81-·82, 97, 

142 
Cumulative forces in business, 388-¢, 

4o6; work in both directions, 413 
Cut-throat competition, n, 28, 84, 103, 

167-68, 179, 434-50, 447-48, 469, 
474; in agriculture, 345; effect of 
bonded debt, 448; of labor, 378; on 
a rising ma~ket, 436; unnecessary as 
stimulus to utilization, 449 

Damage to highways, 303, 305-6; 
see also Depreciation 

Decisions and precedents as overhead 
assets, 124, 128 

Delegated detail, 123-24 
Demand: causes of fluctuation, 407; 

dependent on supply, 467; maximum, 
126; see also Peak load 

Demand: fluctuations of, due to fluctua
tions of incomes, 407; obligation to 
maintain, 466-67 

Demand and supply: CUDiulative ac
tion, 389, 413; derived demand, its 
intensified fluctuations, 39Q-96, 400; 
discrepancies, 374. 465-67, 478; as 
guide to economic efficiency, 463-64; 
two sides of one thing, 467 

Dennison Manufacturing Co., joint fund 
for unemployment, 38o-8r 

Departmental specialization, 12,3-24; 
goals distinct from those of the in
dustry as a whole, 126 

Departments: allocation of costs to, 
241-42,254-55 

Depreciation, 55: involves p!O_phecy, 
222; of good-will, 62; of highways, 
300, 303, 305-6, 310, 3I7j of 
motor vehicles, 300; of railroads and 
waterways, 315 

Depression, 179, 198; see Business cycle 
Deterioration of highways, see Deprecia

tion 
Differential cost, 49-"50, 56, 128, I67, 

16g1 176, 182, 204, 20S..10, 238, 24J-
45125I,28o,~92-93,42~,434-35,44It 

, depends on SIZe of umt, 2IJ-I5j ot 
labor to laborer, 356-66, 384; to 
employer, 378-79; of labor vs. un
employment, 36o; and price of ad.d~ 
business, 324, 330, 416, 448; statisti
caJ.1tracing of, 223--27 
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Differentiated rates, 3I8; limits on, 323; 
su also Discrimination, Prices 

Dimensions of business, 22 
"Diminishing return": intangible fac

tors exempt, uo; law of, 7o-7I; for 
society as a whole, 83; one stage of 
the law of proportion of factors, 87-88 

Direct and indirect costs, 38-4o, s6, 
203, 242, 249"""55 

Discrimination, 21 4, 103, 281-82, 416-
33, 434. 469; between commodities, 
428-30, and services, 43o-3 r; between 
localities, 423-25; classes of buyers, 
425-28; collateral services, 43I-33i 
discounts for cash, 427; efficiency 
and, 4I6; general principles, 293-951 
justice vs. expediency, 163; ana 
mores of busmess, 167; off-peak 
business developed by, 23; in prices 

- vs. selling efforts, I 70; professional 
fees, 428; on ra.ilroads, g-n; retali
atory, 424; seasonal, 285-86; trade 
perquisites, 428; in wage-rates, 378; 
weapon of trade discipline, 424; su 
also Charging what the traffic will 
bear, Differentiated rates, One-price 
system 

Dismissal, penalty for, 381 
Distance: as limiting economies, n8, 

uo, 129; and railroad haulage costs, 
289"'"90 

Diversity factor, u6 
Dividends: during lean seasons, ISS: 

su also Income determination 
Division of labor, 105-6, 123; in. work 

of management, 123-25 
Dovetailing different kinds of work, 98, 

157, 16o, 349, 364-65; su also Off
peak business 

Dumping, 178, 194. 420-23; evidence 
of concerted action, 422-23 

Dynamic character of problems of 
overhead cost, 479 

Economist's view of costs, 37 
Efficiency: apparent vs. real, 272-73: 

economic vs. technical, 7o-71; of 
industry in the large, 463, 466; loss 
of, 109; su also Community vs. 
business view of cost and efficiency, 
Social cost-keeping 

Electric current: capacity cost, 21g-2o; 
consumer costs, 195; developing off
peak business, 162-63; periodicity, 
149"""5o; uses of, ""IOI 

Electrical plants: economies of size, 
318-20; rate systems, 316 

Emergencies and routineers, 124-25 
Employment offices: co-ordination of, 

412; cf. also 382; su also Clearing
house for labor 

Engineer: estimate of economy of size 
in railroad repair facilities, 265-66; 
view of costs, 36, 181, 24I; of worth 
tlf productive factors, 471 

Equipment: adjusted to output, Io7-
Io; overequipment, uo-u; requires 
long look ahead, I9Q-9Ij scrapping 
of, 192 

Expenses, su Costs 
Experimentation, an advantage of size, 

II9 
Express rates and distance, 291--92 
Extensive cultivation, 89; su also 

Proportion of factors 
External economies of large-scale pro-

duction, 82-84 . 

Factary production: basic economies 
of, 105 

Farming: dovetailing with other oc
cupations, I6o; overhead costs in, 
343-47; seasonal character, ISI-52: 
unemployment, 373 

Fatigue of labor, cumulative fatigue, 
359; physiological fatigue a constant 
cost, 361; reserves of power, 358-59; 
second wind, 356; sensation vs. 
physiological fact, 356-59 

Fear of discharge as incentive, 8, 368-69 
Federal Reserve System, 4IIj and con

trol of financial inflation, 4o8; a. 
model for other industrial fields, 457 

Federal Trade Commission, 417 
Financial accounting, 36, 66-67, 181~ 

218, 233; not causal allocation, 2I8; 
and cost of materials, 197 

F'mancial charges vs. costs of produc
. tion, 4Q-4I, 176 
Financing: advantages of size, I3Ii of 

burden of unemployment, 376, 378, 
38o-81; of costs of government, 
454-SSi..of modern highways, 303-s: 
of stabilization of employment, 410 

Fixed charges, 46; vs. constant costs, 
4o-41,46-47,220-2I 

Fixed expense, 1o8; su also Constant 
costs 

Flexibility in equipment, n7, uS; su 
also Fluctuations 

Fluctuations of business: benefits of, 
156-57, 273j compensation for, I7I
f2j eifect on average msts, I8,.....SS; 
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intensified, 39CH)6, 4o6; su also 
Business cycle, Business rhythms, 
Seasonaltluctuations 

F1uctuations of utilization, 9I""9So 98, 
184-85, 46r; affects meaning of "sup
ply," 464; burden of, 377; mercantile 
costs and, 34o-4r; su also Peak load 

Fool-proof machines vs. complex eco
nomic system, 48o-8r; laborer a 
l;Og0 482 

Ford Motor Co., 93 
Foundry patterns, uS 
Functional specialization, 123-24 

Gas: storage affects peak demand, I49"" 
so; consumer costs, 195 

Gas plants: economies of size, 32o-21 
Germany finances work for the un

employed, 410 
Government departments: costless in

vestment, 354; overhead in, 352-54; 
should interest be counted? 353-54; 
works of unemployment relief, 354 

Government as an overhead cost of 
business, 337, 451-sS, 463; bases of 
allocation, 454-55; costs outgrowing 
methods. of finance, 454, -458; as 
economic agency, 453-54, 458, 463; 
measurement of benefits, 455-56; 
services analogous to business, 452-
53i taxing special benefits, 456-57; 
uncompensated costs of industry, 457 

Great Lakes, 302 

Handicapped workers and overhead 
costs, 367--68, 478 

Haulage: cost by road and rail, 109 
Highways, 298-3oo; benefits measured, 

309-Io; budget of, cf. Railways, 300; 
competition with railways, 307--9; 
construction as unemployment relief, 
31o-u; co-ordination between way 
and traffic, 302--6; depreciation vs. 
amortization of bonds, 310; economic 
surveys, 302; economy of full use vs. 
undue damage, 304-5; emergency 
use in case of rail strikes, 309i fi
nancing, 303-5, 307; overhead 
costs, 2 r-2 2; responsibility for de
terioration, 305--6; revolutionized 
by motors, 303 

Horizontal combination, Sr, 135, I4I-
42j economies of, 146-47 

Human capacity best developed by 
varied work, 358 

Human economy and overhead costs, 
356--66, 462--63; alternative costs, 

36o, 364--65; cost of unemployment, 
36o; human depreciation, 361:-62; 
human maintenance an overhead 
cost, 361--62; idleness as Ubabsorbed 
burden, 403; physiological cost of 
labor, 359; training as a human 
investment, 362--63 

Idle overhead, 14, 15, 386, 415; benefits 
of, unused capacity, roo; of labor, 
367--68, 402-3; see Cost of idleness 

Idleness: defined, 402 
Incentives: as basis of assessing over

head costs, 32-34; fear of discharge, 
8, 368-69; rate regulation and 
efficiency, 332-34; to regularization, 
371, 384. 405, 411, 467; necessary if 
labor owned industry, 402 

Income: determination of, 178, rBr, 
I92"""'94i and valuation of inventory, 
239-40; see also Financial accounting 

"Increasing return"; law of, 70"-?Ii a 
stage of the law of proportion of 
factors, 86, 89; su Size of plant, 
economies of; Combination, econ
omies of 

Indirect costs, 38-40, s6, 203, 242, 24Q-
55 • 

Inducements, 405; su Incentives 
Industrial pioneering as social overhead, 

84 
Industrial research, an advantage of 

size, 119; need of community organi
zation of, 123; one-sided, 122; see 
Intellectual overhead 

Industrial reserve army, 366; private 
vs. unified reserves, 382; su also 
Unemployment 

Inelastic demand an obstacle to de
veloping off -peak business, 170 

Inertia to be overcome in regularizing 
industry, 163 

Inland waterways, 302, 311-16; eco
nomical depth of channel, 313-14j 
effect on rail rates, 316; errors in 
calculating overhead, 312; New 
York Barge Canal, 315-16; terminal 
costs, 314 

Insurance: as a conversion of variable 
into constant costs, so; large con
cerns carry their own, u6-27 

Insurance against unemployment, 381 
Intangible overhead, see Intellectual 

overhead 
Integration, 24-25, 8r, 136-4r; de

pendent on size, 139; economizing 
knowledge, 137; of all industry: 
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effect oa overhead costs, 402-3; 
and monopoly, 135; regularized re
newals, 13 7-38; reliability of mate
rials, 137; "two profits," 136; cf. also 
408-'iJ 

Intellectual overhead, ncr22; ded$ions 
and precedents as forms of, 124; 
financing of, 476; integration, I4Ii 
knowledge of the market, 36cr7o; 
need of making it a flee good, 477; 
obsolescence of, I 22; · see also In
dustrial pioneering, Industrial re
search 

Intensffied fluctuations: law of, 39<HJ6, 
406; limits on, 393414 

Intensive cultivation, 89; of a market, 
13o; see also Proportion of factors 

Interdependence makes business an 
organism, 403 

- tntetest as a cost, 42, 65-67, 175, 221, 
23CJ-40, 244-45, 2SS-s6; abandon
ment and, 2oo; hypothetical case, 
I84-8s; rate of, 43, 187; variations 
of, 42 

Internal economies, 82-84; see also 
Size of plant 

Interstate Commerce Commission, 316, 
426 

· Inventory: control of, 237, 239; valua
tion of, 237, 23CJ-40 

Investment as a constant cost, 259, 399; 
growth of, 113, 190, 262-63, 319 

Iron Slave, ~. 77-78, 1o6-7, 17i, 
172, 39Ii see also Machines vs. 
laborers, New Leviathan 

Joint products and joint costs, 23, 58-59. 
So, 84, 98-Io3, 398; and economies of 
size, I02-Jj and horizontal com
bination, I42; and integration, 137 

Justice vs. expediency in discrlmina
tions, 163, 173, 286, 325 

"Key men" as an element of constant 
cost in wages, I84-8s 

Knowledge as an overhead cost, 119; 
exempt from diminishing returns, 120; 
financing of, 476; in integr&tion, I4Ii 
of the market, 369-7o; need of mak
ing it a free good, 477; see also In
dustrial pioneering 

Labor as an overhead cost, 15, 2o-21, 
77-78, I59. 320, 357-85, 402-3, 
463; cost of accidents, 33-34; cost 
to employer, 370-72; five aspects of 
labor cost, 36I; guaranteed earnings 
during layoff, 370; nucleus of force 

kept during layoffs, 51; protection of 
labor's overhead, 37J-78; salaried 
force, 3 70i seasonal cycle on rail
roads, 279; seasonal fluctuations, 
I6o; training as a spec:ialized invest
ment, 362-63; turnover of labor, 51 

Labor clearing-house, IsS, 16o; labor 
exchanges, 369; see Employment 
offices 

Labor: partnership in industry, 379, 
412, 482; requisite to perfect social 
accounting, 403 

Labor-saving machinery, xo8; see Fac
. tozy, Size of plant, Investment, 

growth of 
Labor turnover as motive to regulariza

tion,I69 
Laborers vs. machines; how their costs 

behave, '1-91 100, 152-53, I7I-'T2t 
384; cf. Iron Slave 

Large-scale production, see Size of plant, 
Combination 

"Leaders," 62, 429 
Life of highways, 303, 3o6-7; see also 

Depreciation 
Load-factor, IS, I72i in capital-pro

ducing industries, 389; on farms, 346; 
in public utilities, 15o, 319, 329; see 
also Business rhythms, Fluctuations, 
Peak-load, Unused capacity 

Long-lived equipment: requires long 
look ahead, I9<H)I 

Long-run vs. short-run equilibrium of 
supply and demand, 173 

Long-run vs. short-run variation of 
costs, 43-44. 85, tos, xo7-xo, 113, 250, 
259, 282, 323; ,distinguished by sta
tistical method, 223, 26o-8o; effect 
on competition, 3~ 

Longshoremen's work stabiliud, 382 
"Lump of labor" in times of depression, 

364 

Machine rate as basis for allocating 
burden, 249 '· "' .- . 

Machines vs. laborers, how ·thclr costs 
behave,7-91 Io6,IS2-531 I7I-?2,384i 
cf. also Iron Slave 

Machines vs. tools, 1o6 
Maintenance and replacements: con

centration vs. regularization of, ss-
56; vs. deterioration, 205-6; of 
labor as an overhead cost, 358-89, 
361, 375-7b; of motor vehicles, 300 

Management, advantages of size, 123-
24; disadvantqes, 114-26 
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Manufacturing; materials, 339; over
head costs in, 337-4Ij shifting and 
conversion of overhead, 338; see also 
Factory, Size of plant; cf. also chap. 
ix, esp. 184-85 

1\Iarginal worth of factors of production, 
467-77; absorbs entire product, 469, 
472-74i of constant factors vs. 
deduction from labor's contribution, 
46c)-?1, 474-'17i and Cllt-throat com
petition, 474; in partly idle plant, 
46g; of variable factors: absorbs 
entire product, 46<}, 472-74; wages 
less than labor's marginal worth, 
474-'16 

Market: its aHocation of community 
overhead, 372; distorts cost of 
materials, 399-401; nation-wide, 41g-
2o; nature of, 45g-6o; one price in, 

operative activities in business, Mores 
ofbusiness -

.Mores of business, 179 . 
Motives to combination, 135, 148 
Motor transport, 2gg-3oo; revolu-

tionizes highways, 303 
Mutton and wool as joint products, 

98-99 

Nation as a business firm, 375, 451-52, 
cf. 402-J, 4o8-g 

Navigation: seasonal character, 15o-51 
New Leviathan, 487; cf. Iron Slave 
N"ight rates, 23, •so, 158, 164 
Nucleus of force kept during depres

sions, 16g, 179, 198-99 

417-xB Off-peak business, 14, 23, 34. 79, Bs, tot, 
Marketing, integration in, 138; mo- 16fr7o, 214, 229, 286; developing vs. 

nopoly in, 13g-4o; see Selling cutting down the peak, 4og-1o; 
Materials, 248-49; when charged as exempt from capacity costs, 328; 

cost, 204; distorted by ~narket night messages, 329 
fluctuations, 39g-400; loss on holding One-price system, 4, s, 433i cf. also 
vs. on working up, 249; as a sunk Discrimination 
cost, 55, 197, 339, 341-42; supply of One price in one IDarket, 417-18 
undeJ: integration, 137 Operating expenses, 14, 46, 105, III, 

Maximum deiDand, 220; and special 193, 240, 253, 259, zOO, 261; increase 
meters, 327; see also Peak load of, 319; statistically analyud, 265-69, 

Meat-packing industry, so, 98, 379, 417 273-So; see also Investment, growth 
• Mechanical units, size of, n4-18 of 

Metthandising: economies of size, 343; Organism, business as an, 478-'79; see 
fluctuations in, 15o; inelasticity of New Leviathan, Community vs. 
costs, 34o-42; overhead costs in, business view of cost and efficiency 
33g-43 Output, dimensions of, ZOf, no-13 

Meters measuring peak-responsibility, Qverhead Costs-defined, 1; assessing 
327 ...../ and collecting ol, 31-34, 302-3; 

Minimum price dependent on discrimi- cause of intensified fluctuations, 397i 
nation, 195; in nillroad rates, 281-82, community standpoint, 16, 1g-22, 
293; see als11 Differential cost 167"""70, 182-83, 352, 384-85, 399-403, 

Mobilization of labor, 157-58; vs. 413, 415, 4;62; ~ly referenc-;s ~· 5, 
filling in idle time, 36s; implies un- 6; econormes '?f Size and comb~tion, 
employment, 367; organizing the 336; and effiae~, 17; .fixed mvest-
market, 36<}; see also Employment ~~t, 335:-36; melastiaty, 336-37; 
offices, Labor clearing-house m mtegration, ~37, 403; mtellectual 

M -J.ald Ri overhead, 337i ]omt cost, 336; labor 
onon5......- ver, 3°2 overhead, 337, 357-85; IDaterials, 

Monopoly, 12, 82, 84, 105, 13g-4o, 55, 197, 249, 339, 341-42, 39g-4oo; 
142-46; burdens of, 144-45; cost of paradox of 23· proportion of, in the 
e;;tablishiDg, cf. ~tes of competi- consumer'; d~llar, 33g-40; public 
t:Jon, 143-44; m research, 144; overhead, 337; shifting and con-
patents, 145 . versioo of, 25-27, 30, 338, 340, 362 

Monopoly price vs. competitive price, 387, 39'f-40ij cj. 402-3; unive~ 
4I'f-I8, 421, 441; ambiguous con- character, x6, 355-56; see also Busi-
dition, 423, 435 ness cycle, Capacity costs, Constant 

Moral limitations on competition, 440, costs, Fixed charges, Indirect costs, 
442; see also Competition, Co- Joint costs, Residual c:o.sts 
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Overtime, 40, s6-57, 270; allocation 
of, 246-47 

Packing-houses: joint cost In, 50, g8; 
regularization of receipts at, 380 

Partnership of government in industry, 
457-58 

Partnership of labor in industry, 3Z9f 
412, 482; requisite to perfect social 
accounting, 403 

Patents, 145 
Peak, reduction saves investment, 203 
Peak-load, 14, 79, 1010 167, 214, 220, 

273-?6, 279. 283-86, 322, 326-28, 
343, 348; and casual labor, g68; 
costlier than accounts show, 203, 
279, 283-85; daily vs. seasonal peaks, 
322-24; handled by occasional work
ers, 159; and investment, 437; see 

- Capacity costs, Fluctuations, Load 
factor 

Periodicity in business, 149; see also 
Business rhythms 

Perishable products, 399 
Personnel work as affected by size, 123, 

133 
Petroleum and its joint products, 98-99 
Physiological view of fatigue, 356-59; 

physiological working day, 359'"60 
Piecemeal expansion, waste of, 104, n9, 

134 

Professionalized amusement a cause of 
business rhythms, 153, 171 

Profits of promotion as motives of com
bination, 135-36 

Promotion, profits of, 13 5-36 
Propaganda as means of regularizing 

demand, 163 
Proportion of factors, law of, 73-79; an 

example, 472; five stages, 86-9o; 
and growth of capital, 413-14j and 
plants working at part capacity, 87-
88 

Proportion of products, see Joint prod
ucts 

Public industry as remedy for unused 
capacity, 448-49 

Public utilities, 14, 34, IOI, 126, 318-34; 
breakdown service, 326; changing the 
distribution of demand, 328-29; con
sumer, output and capacity costs, 
322-24; efficiency, economic Vs. 
technical, 334; fair return and 
efficiency, 332-34; Hopkinson and 
Wright systems, 324-26; limits on 
difierentiation, 323; meters, · 327; 
rates, 318, 322, 329; standards of 
efficient performance, 333; see also 
Electricai current, Telephone and 
telegraph, Street railways, Gas 

Public works as preventive of un
employment, 410 

Pittsburgh plus price for steel, 424 Railroad equipment, as disturbing 
Planning department, 121 agency, 394-g6; as stabilizing agency, 
"Plumb Plan" and economies of in- 4n; haulage costs and distance, 

creased traffic, 295--96 28g-go, 29I""92i rates, 281--97; 
P bl k bili2 charging less for the longer haul, ostpona e wor : . as a sta er, 92- when J"ustified, ..,..4_..5., chargm" g 

93, 272, 409-IIi disturbs statistical "" · " 
study of costs, :178; see also Capital wdishat the ~~will bear, 281, 293; 
expenditures tance, 2...., ..,..., 291--92; a ~r 

P ed · d d • • head analogy, 370; and water competi-rec ents an OCJSlOns as over tion 316 
assets, 57, 124; do not stand alone, Railr.· • .ads• d h d ts 
214_15 •. /· o : an over ea ~s , 9, 45, 

P · · • d pend hility 51-52, 84-85, 94, 104-s. adapta-
nce, ~um, e ent '!n a . tion of plant to traffic, xog-13; and 
to discriminate, 195; cf. Differential canals, comparative costs, 315; .cen-
~st . • tral cause of economy, ~65; c:Ia.ssifica-

Pnce changes: complicate tracmg of tion, 29o-g1; commodity rates, 29r; 
cos.ts1 26o-61; distort cost of rna- costs: behavior, 258-So; cost system 
teria!s, 399""400 of rates, 290; growth of equipment, 

Prices, z-6, I I, 353; and human values, 26z-63; and highways: total budgets 
46o; rnainteaauce of, 13Ii means of compared, 300; rates and profits, 
regularizing demand, I63-65j min- 295--96; se&sonaJ. rhythm, I$20 I6Ij 
unum paying price, 349; not utterly terminal costs, 288-Sg; terminal vs. 
uncontrollable, 485; one price in one haulage service, units of measure-
market, 4I7""I8; ·steadying prices vs. ment, 2n-u; of trainloads, 264; 
steadying prod~~etion, 403-7 su also Rates: railroad 
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Rates: control of, and efficiency, 333-
34: limits on differentiation, 323; 
public utility, 3181 3221 326; rail
road, z8I-1)7i "readiness-to-serve" 
system, 324-27; scientific systems, 
324 

"Readiness-to-serve," 324--27,465; Hop
kinson system, 324; in case of idle 
labor, 467; Wright system, 325-26 

Red Queen, 391 

'Regularization of industry, 56, 16o-71, 
372; in coal mining, 349-52; of fann 
work, 98; limitations of, 279, 28o; 
motives to, ISC)-71i of street car 
travel, 153; in public utilities, 328-
29; and steadying prices, 404--<i; 
through diversity of consumers' 
peaks, 126-27; through making to 
stock, 155, 161; $tie aUD Incentives 
to regularization 

Relieving of destitution, 407; $tie aho 
Charity 

Remnants and "stickers," 427 
Renewals of d_urable goods, concentra

tion of, 154; cf. Capital expenditures, 
Derived demand 

Repair work: ~nomized in large plant, 
127; example of proportion of factors, 
75-'16 

Research: an advantage of size, 119; 
community organization of, 123; 
monopoly in, 144; one-sided, 122; 
:see al$0 Intellectual overhead 

Reserves: against depression, ISS-s6; 
to maintain idle labor, 362, 378, 38o-
81 

Residual costs, 4g--5o, 292, 478 
RespoiiSI.oility for overhead costs, 32, 

15?-58, 170, 211, 218, 220, 221, 244, 
326-28, 411, 478; for democratic 
participation in the problems of 
industry, 482; for direct costs, 247, 
249, 329; for labor's overhead, 372, 
376-77, 381-82, 384. 409i responsi
bilities and incentives, 485 

Retailer, shrinks sales by shrinking 
purchases, 40<>-401 

Revolution by bee contract, 482-83 
Risk partly a function of investment, 

191 
Roads, costs of haulage, cf. railroads, 

109; $tie aho Highways 
Rogers, H. H., no 
Rotation of crops, 98-99, 103 
Routine administration, evils of, 124--25 

Rhythms in business, 14C)-74j benefits 
of, 156-57; climate and c:uStom u 
joint causes, 154; compensation for, 
171-'j2j predictability, 155; reme
dies, 159--<il 

Salaried force u overhead, 370 
Salvage value of plant, 18o, 200; of 

seasonal goods, 342 
Sault Ste. Marie Canal, 302 
Savings from enlarged equipment, 109; 

see Siu of plant 
Scientific management, In 

Scrapping equipment; cost of, 191-1)2, 
200, 333-34; see Abandonment, 
Salvage value 

Seasonal il.uctuations, gS, 1o1, '"27, 
15g-61; on railroads, statistiCally 
studied, 27J-3o 

Seasonal freight rates, 28o, 285-86 
Seattle longshoremen, an example of 

stabilization, 382 
Selling: advantage of a full line, 8o, 

81-82, 97; bargaining advanta.,aes vs. 
productive economies, 122; integra
tion in, 138; intensive cultivation of 
the market, 13o; and mores of busi
ness, 167; of off-peak products, 162-
66; as overhead, scr6J; siu and 
utilization of market knowledge, 121-
2Ji specialliation vs. integration, 
24--25; wastes of, 143 

Services: facilitate discrimination, 167; 
supply and demand identical, 464--<i5 

Shifting and conversion of overhead 
costs, 25--27, 30, 338, 34o, 362, 387, 
397-401; cf. 402-3; a cause of 
business cycles, 387, J9?-40ij and 
community action, 340; illustrated 
by imaginary integration, 402-3; 
insurance as, 30, 381 

Short-run vs. long-run variation of 
costs, 4J-44. Ss, 1os, IO?-IO, 113, 
259, 282, 323; dist:ingui;;hed by sta
tistical method, 223, zoo-So; effects 
on competition, 3o8-g 

Shutdown costs, 54. 182; problem not 
ended by bankruptcy, 199 

Side line, 179, I9C)-200 

Siu: advantages of, balanced by 
special services, 140-41; "checks and 

' balances" necessitated, us, 131; and 
da.sshostility, 132; economies depend 
on human choice, 117; of electrical 
equipment, 31g--2o; of farms, 88-SQ; 
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and financing, 131; and flexibility, 
320· hypothetical case, 177, 18x, 
xsMx; limited by organizing power, 
117; of locomotives and cars, 265; 
and marketing economies, 130; of 
mechanical. units, II4-I7i in mer
chandising, 343; motives to ex
pansion vs. eoonomies "realized, I04-
5" of orders, 195-¢; of plant, 24. 
8~ 88 104-34; and proportion of 
fa1tors; 89, 338;. in ~~b~c utilities, 
318-21; of r.epall' facilities, 265-66; 
routine administration, 124-25, 131; 
and standardization, 97; telephones 
an exception, 321; and the traditions 
of the service, 133; of transport in
dustry, 298-3o2; and unemploy
ment, 130 

Slow workers and overhead costs, 367-
6~,478 

Small-scale production: gives steady 
employment, ·x3o; needs aid of large
scale research, 121, 140""4'• 337, 347 

Social assets damaged by industrial 
advances, 122 

"Stickers," 63, 235, 427, 430 
Stock, working to, 155, 161, 164. 4oo-

401,400 
Stocks eoonomized, 127; distance neces-

sitates larger stocks, 130 " . 
Storage as remedy for irregular utiliza

tion, 161, 164; see also Working to 
• stock 
Street' railways, load-curve, 15o;· reg

ularization, 153 
Sunk costs, 54-55, 18o; materials as, 

197, 339, 341-43; in planting crops, 
345 

Surplus, accumulated against depres
sion, IS5-s6, x84 

Supply: meaning of, 464; of labor, 
46s-66 

Supply and demand: cumulative action, 
389, 413; ·discrepancies, 374, 465-67, 
478; as guide to economic efficiency, 
463-64; intensified tluctuations, 390>--
96, 4o6; meaning of, 464; two sides 
of the same thing, 467 

Surplus against depression, 15s-s6, x84 
Swift and Company: guarantees min

imum weekly employment, 379 
Social cost-keeping, 27-29, 403, 462, 

485; apportioning of overhead costs, 
31-32; burden of unemployme_!lt, 
370, 383, 384; and co-operative Taxes as substitutes for prices in raising 
organization, 4IIj integration bas overhead costs, 448-49 
favorable effect within limits, 403; Telephone and telegraph, night mes-
requisite to socialist state, 3I sages, 23, 15o, 158, x64; automatic, 

Specialization, 24-:,2S1 1~; o_f _plants, 322; conversion of costs, 25--26; differ-
97• 142; specialized training as entia! rates, 329-30; eoonomy of 
unmobile capital, 362-63; see also consolidated management, 321; plant 
Standardization cost and size, 321 

Spoiling the maxket, 167-68, 420, 439- Terminal costs, 288-89 
44i for labor, 363, 377 Time studies, 121 

Stabilized dollar, 412 
- Training as a human investment, 362:-

Standard burden rate, 243, 2SI-S4i 63; specialized training vs. the ex-
as solvent for labor unrest, 254 ploring faculty, 363 

Standard rate of output, 64. 65; see .._.'J.'r.i.nsport system as a whole, 298-317; 
Standard burden rate essentials of a unified policy, 316-I7; 

Standardization, So, 8x, 96-98; facili- investment and cost, 299-JOij para-
tates making to stock, rss; stand- sitic transportation, 303; see also 
ardized systems of operation, uo-21 Highways, Motor transport, Water-

Standards of cost and performance, 242 ways and canals 
Static state, 465; cf. 479 Trust laws affect competition, 440 
Statistical indexes of business condi-

tions, 4o8, 412 
Statistical view of cos~ 37, 69, 216-xS, 

223--27, 26o; disturbmg factors, 26o-
6x, 269, 275 

Steadying prices: vs. steadying pro
duction, 403-7; limiting tluctuations 
vs. preventing them, 406--7 

Unabsorbed burden, 243, 
human overhead, 403 

Unearned burden, see 
burden 

Unabsorbed 

Unemployment: burden of; estimated, 
372; "a cause and not a result of 
depressions," 371--72, 393-94; com-
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pensation, 411; concentration of, 368, 
J73i and cost of labor, 36o-6s, 371-
72; how much necessaryl' 366-7o; 
insUianCe against, 381, 412, 4S7i 
lab<. dearing-house, t6o; &:ld output 
per laborer, 93-1}4. 368-6g; penalty 
for dismissal, 381; private vs. unified 

. reserves of labor, 382· remedies, 
376-Ss; result of seaso;;;J cycles, ISS 
:~s8, 373 . . • 

United Shoe Machinery Co., assumes 
customers• overhead, 26 

U.S. Steel Corporation steadies prices, 
403-4.406 

U.S. Sugar Refining Co., 9S 
Units of business, 211-13, -smallest 

piUtical unit, 2IJ-IS, 281-82 

Unused capacity, 84-8s, 87-88, tog; 
on fanns, Sg; of parts of a plant, 
n8-19; see also Capacity factor, 
Idle overhead, Load factor, Utiliza
tion, Waste 

Utilization: and economy, 8.t. CJ0"9S, 
104. IS8-S9i and capacity, 416; vs. 
econoinies of size. 84-8s; Io.t--s; 
relative importance of capital and 
labor, IS9i see also Capacity factor, 
Load factor 

Variable and constant costs, 51-s4. 
112-13, 1820 279. 3120 398-ggj inter
mnversion of, 25-26, 338, 340. 387, 
397-401; 462; q. 402-li see also 
Constant costs 

Variables governing efliciency, 79-83 

Vertical combination, 8r, IJS. IJ~4Ii 
see also Integration 

VICious circle of uneml_>loyment, 372; 
see also Business cycJ«; Cumulative 
forces in business, Intensified fiuctua
tions, Interdependence 

Vu:ginian Railroad, IIO 

Wage contract, a faulty division of 
overhead costs, 384. 467; governs 
short-run elasticity of costs, 272; see 
Contracts: fonos of 

Wages: adjustment of, to stimulate 
regularization, 377-Ss; in hypo
thetical case, tll4-8s; Ininimum 
guaranteed, 379-8oi necessary liviDg 
cost a Ininimum, 379; as an overhead 
cost, 370, 371-72; unscientific adjust
ment,' 173; variations in a hypo
thetical case, 184-8s; see also Mar
ginal worth of factors 

Walworth Manufacturing Co., wolk of 
regularization, 383 

Wastes: of competition, 143; from 
fiuctuatioos: apparent vs. real, 27-r 
73i from idleness, 217, 242; where 
limited by agreements, 446: see also 
Business rhythms, Flexibility, Fluc
tuations, Idle overhead, Load factor 

Waterways: their everhead costs, 21, 

311-16 I 
Wool and mutton as joint products, 

g8-1}g 
Working capital, 184-8s 
Working to stock, ISS• 161, 164, 400-

401,4o6 

[:~] 


