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Cumulation :
Prosperity so laber gets

deaver. This incites inv-mnt

in later - saving capital.
But the inv-mnt requires labor.
Cumulates. Then busts.
And unemployed find
work anywhere..

no....

same with lond. Cap subs
-for it takes land to doit.

Then labor & land become

very cheap; & liquid capitel
dear.



When in shows,& turnow
cup. becomes

more like land, less reproduccable.
Hence restrictivemore



-Cumulation:

Mec
-A Mec....

:

falls → -AM →furcher



In internat. carrel....
bargaining, the priced overy
his advning, for more onhe alrdy

fignis, while.Isd to -
fr end. call hs toentry
use bagn to the fagnisfemfrom
hm mhi.

Then carrelizationgives
strong imperns to protection

cumulares, too,& becaus
V.V.



1.4.demandfor M.

~AV₁ -A.? supply.
But this huves antic,__

-1.9demand __--cumulores.

1



Cumulative
processes:
indeterminary.....Spiratim

Nogood. Must have determinamus

9n.
In.K, is imv., outside circle.

wageAs,. in redistrib.....

Above Genuinespurious...
cumulation ...give many
e.g.

From there,
cycles...

can understand



Low im. opp. mean
cap.goes into existing assets,

often aforementioned.as

But this is precisely
processof minpolizing.
!-- to buy up existing
assers.

to low im. opp....
Monop, cumulares.

→>>>



Cumulation:__

A lig.prof. -AV, An
Ain. would not stop gross.

A,inv. if amric fields
for -AV_makes them

X.fall cumulares.



HapsaryDepression is13 simply a time when new land& surplus

aren'tbeing committed. Sites &investment are holding
Bernards, low anticip.out, because of low ho poner

now. But high anticip. make land ho, low antic make

surplus ho. Hence fand starts it, surplus keeps.

going makes it extreme. Land then persists, esp.
after deflation.

it

1.e., thereare factors whichonly enterproduction

by committing long term: site, invi, atural resources

(an theycommit forever). Imeanticipations affect
them most.



Hicks

4a
Land values rose phenomenally in 80s he capital that

migrated , on security of rising 1.v. , caused the 1.v. to rise
cumulative . , & vulnerable , "burstable " . )

v m

2:01



Inelastic d&s as cause of
prepared for As.

cap. bring

cyclic boom &bust. Temporary

Cumulative changes interms ofcradle

of s.
inclast, e., while

This inelasticity si tuation re money flows between nations may
have its counterpart in intra- national situations , and may ha ve
some significance for business cycle . Suppose a giv en area
enjoys an increased demand for its exports . No , don't have
to start off that way : just suppose an increased demand is
anticipated , and so investors flow in to pro dice capital to
meet the future demand . Immediate effect of this is to draw
resources away from producing the article , and into capit al
production . Suppose in elastic demand . Its price rises , more
m flows in . This m is used by its recipients to bid up resourcesfor their own use , thus further restricting supply of the it emif their demand is entirely for local products , indeed , the
increased price of the expor ted product will not encourage it s
production , as other prices will rise proportionately well ,
that's only true if the export is the so le source of money . Anyway ,
m will continue to flow into the area , both for the export &

for securities . For a time this may be an explosive or cumulative
over a considerable range at least until price

of the export rises out of the inelastic range , and the declining
supply of it brings in less , rather than more , money . About that
time the capital built with the securities may come into production ,
and the price of the export fall as spectacula rly as it rose , to
the great loss of the investors . Here would be a situa ti on ideal
for mi scalculation .

situation

I suspect this may be involved in many booms , such as our
urban booms of the 20s .



Narural resource indestvies are tax
exempt, because main '̀income' is from
deplerion, which kind legislators have
exemped. So such industries, or
securities should be be especially
was proof. Ask Woodruff.



Whenyougetenough producersofa
certain kind to make some external

industry economical,
over that hump, it makes manyThis isa limited

economy
youget overI
more planes ec.

kind ofcumulation .



What made land holdoot sobad
in 30s was breakdown of capital
markers.- increasing disparity of
individual m.n.³.

This isan example ofageneral
cumulation: breakdown ofone institution

pures another, which hures notjust the
others. Thiskind.laf

bemore important than thefirst one, formany
cumulationmay



Whenever have cumulativeprocesses, have instability, allcumulativeprocesses shouldbeprevented --by
means compatiblewith fullproduction, .... by meano.non

Depression, I have decided, is a sum ofcumulative downward

processes. a sum of anti- cumulativeprocesses

which build up after a long upswing. Long ago I listed what I
"triggered "by

then saw as important cumulative processes, but since then Ihave learned
much, I never compiled aa new list. So here is the new list.

out1. Extreme complementarity, some resources withdraw or hold
for too much, lower rewards of others, who holdove, cumulates. This
is basic idea, applies to most all the others.

As one2. Investmentprospects. collapas, this makes ochers less

feasible, all decline. closely related to (1) I(3). Debrorpoliticalponer
removesguaranteesof repaymentfor ime, so richAs,in.declines furcher.--'cf.6)

as a3. Banking collapse - long term loans on r.e. esp..go unpaid.
liquiding crap, others must

As each bank stares contracting, acting

too. Money supply reduced. ExtremevariativityofMoupply, due to

fractional reservesystent? "pricesofallnatural resources, which

I .:-Arr.furcher, great deflection also
A...4. Fallofi..., increases holdove,

further recluces inn. opp.
makes them anticipate higher moneypicces later,holdournow, (tomany,reali.n.actually

rises. Thesefailtoholdout,whileformer lenders have lower i.n.,holdovemore. Hence the changeinternal

5. Cursoyprimaryproducers..whohave len cupital not justbecaur offewer loung,but dueto lower cash income.

of I lossofmoney by
countries or regions, w/o money's being used in areasto whichitflow,
this lowering in supply. crash.

6. Growch of rescrictive practices,in defensivepoliticalclimare causedby

7. growthofinterdependentscreatit, isucures inboom, whichare tooeasily

destroyed by
Reserve Standardsof203.

--

too,& this cumulates in thinsome terms.)

8. Easing credit simultaneously As im.opp. thru infl. & lowers

costofgetting credit. Then,by sing landvalvon, encourages new

banks, more easycredit. We get the benefitsof low in., by getting

which wouldcome from having itsupplyside, w/o its injuries,whichwould come

side ion &geting high Landratues,
9. Cumulative AV. aspeople my

dermand

to Ac.b. &all related complication

see thoughoon Multiplierons.

cispect'expenditureas FLrs'cropes of 9.

itan

W

10. Mahing breaking) circle ofcredit confidence. Related to '9", or least to the
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In construction boom, 'fillers'
overproduced, parronizing
facions who

'builders'
are

are
construction

building them an



8 .... .̂plopp
1.A.im.High

compl. production in manyways

pushes Land into

Lower cap. values causemore im.& more
productive(vs. residential) Landure.(togainins.)

Lower Land values allow more im.,raise in.opp.
Lers misallocation from differential

all this complements & cumulares in
besicles.manywayys

mus



) (There are in the economy numerous interdepent situations , capable
of giving rise to fairly slow cumulative expansion , or rapid cumulative
collapse . None of them is very well expressed in the weak & common
concept of the " spiral " of inflation & deflation , where , e.g. , lower
wages mean lower purchasing power mean lower prices mean lower wagesetc. But this cumulation can be understood as the sum of a number of
specific cumulative relationships , such as banking collapse .

Among these ( complementarity & 2dary benefits analysis are vitally
involved ) a very important & little recognized one is that when i.r. gets
low , I mean inv . opp . low , this bids up land prices , which further
suppresses i.r. by keeping inv . opp . down . ) Town Lowers im. upp.bymakingland



Long term: cumulation:
M economy,
▲civilservamus, breakdownof

towns, centralscore

hining

fendal landsystem, ere.



Im. takesgoods away from
consumption, this thus raises

pièces, encourages more inv.com.



Reduced desire to invest
takes Land into consumption,

use, Lowers im app.comple

cumulares.

non



When oligopolist figuresures on restrict

ing output, he must take account that
workthe resources he dis-employs may

for his rivals.
In clepression, his rivals have all

the help they want so he
anyway

disregards this restrices ourpor more
than otherwise. Making unemploymeworse,



cumulating.



Cumulative process.
While an economy is expanding,

competition in ok, for situations are too flundfor
significant monops or otioligops ofparticular
monhers tobe created. for when it stops, e.g.

makes econ

un

from external worsoning, e.g. Venice 16th,

then there 2-3 composion join. This

less dynamic, cumuleringeconomy

-perfect



rive,
When forure prospects improve, assers

liquid ; also, tend to connime

forme anyway.
are more

you
more, as will have more in

→ AV.

prospeons,
This may further improve

cumulare .

LUT would asideprevent.



IfI establish that inclassicisions
cumalore, in filateralmonop._
situation, then itfollow that
ifone becomes less classic, the...
others do moreso, & here is_
another cumulorive effect.



Adelto listofcumulative processes:

1. avranky - recingochen goingthatway
protect.chelf.such nation tries to

2. Fear, lossofconficlence



Cumulation due to lotsholding

in early subclivision, keeps up forprices,
causes more subdivision . Works in

with cumulation of over investment.



Fisher, ErnestM., A&R supple, Marchiss,
speculation insuburban Fands.

v. 2J **/

p.160 Observer residential is overdone especially,
overent. relative to other uses. Reveals cumulative

effect.

But Pribram, Economerrica, 1940, p.67

mention a late foom trend into commercial

(Maybe that is the 'filler' that
Moher the builders).

construction

.



Read:
who attributed crises to

inverted tobuyprop, racher
Johansson,

saving being
tham produce.

(Ref in Mitchell)



When collateral on whichyou lend

•its valuefrom factyouare creating M.
More

gamite
cumulation. same for whole system.
you lend, more

moreyou can lend
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p.163-71₁_Herber +I Simpson, RealEstate Spec & the
Banks tied with re.

Depression. p. 164, banks lending on mild s

p.165

interests. These ed onwere commercial, not mortgage, banks. De

continual rise of re. values. Banks loadedwith frozen assers! - theyho._

Attubutes banking collapse to re. rimanly..
166. - cities forrowed on credit of spree landvalues.
R.e. fall not circulorr. Land falls fust, manyfollows. Then circulare

too. He too high.
in 166- onenship indespread fallcaused reduction in cons.

expenditures by owners. Even morethan ongmnal purchase ? Maybre-Than
credit.

SA

(
169 - Subdinsion ... has destroyed 1000s ofaires of valuable

Land & has surroundedour longercities witha no mom's land of-devastation & desolation?

agric



Often said thai 18the ToryLandowner worked their landhender becauseI
ofjewelouryofcommercial fortunes beingmade 1.doubt. Higher im upp, lowe

·Landvalues, bettermarkers for crops, more likely28Lossoflation tocities.Is also said because Torys...
to

Lost influenceat coure, theywent book soficide. Possiblya small.influence..



up
Hoyt , p . 294 : Chi . has not grown in a compact body because xportmade it possible to pass over old areas that were partly builtand marred with obsolete buildings to virgin tracts , and thecupidity of the owners frequently caused them to raise prices ofland to adjoining new improvements to prohibitive figures .

p . 293 : examples of holdouts in Chi causing business to move out .



*her is a true relationship , womewhat correspondin
to underconsumptionism .

When investment is heavy , tais creates the illusion
that laboris more productive than it really is . In a local
ity , at least , this is clear , where the labor hired to
build the houses is also hired to build stores to serve the
people in the houses , and also to serve the laborers who
build the stores . Now when the stores and all are finished ,
suppose the laborers remain ther , and are either unemployed
or find much less productive occupations . Now they have
much less to exchange , in real terms , for the services of
the stores . And suddenly , cumulatively , it is realized in
all segments of the economy , that they have been investing
on the assumption that other segments of the economy are
much more productive than they actually are . that their
potential customers , the rest of the economy , do not have so
much to give in return for their products as they anticipated .
his would be especially striking & cumulative where , as in

the urban example , the customers anticipated were being
financed by the very investment of those who expected them
as customers . But it is much the same when , for the economy
as a whole , they are being financed by investment as a
whole , and it stops in a cumulative panic .

Then of course comes the realization that investments
have been made below the margin at which people want to
invest -- probably below zero , in fact . And investment
ceases abruptly . These investments were made by people
who thought that what they produced from them would exchange
for a great deal more in real terms than it turns out to ,
because they thought the x non- investment part of the

Thiseconomy , i.e. labor , was more productive than it is .

last answers the question , why were terms of trade less.
favorable for investors just because economy as a whole
turned out to be producing less wouldn't this apply to

But theirtheir competitors as well as complements .
competitors are other investors , their complements in
perexaxe market are mainly labor . They expected their
investments to live in an economy where they were scarce
& desired , and the thing that would make them so was that
the economy was producing lots of other kinds of goods to
exchange for them . The people they expected to sell the
services to aren't producing anytoing . this is not only
labor incomes that are cut off , but property incomes too ,
that aren't producing anything .

~~

In other words , we produced a lot of houses . While we
producing them , we thought we could sell them for a great
deal of claims on goods in general . But the people to whom

we expected to sell them only appeared to be productive
enough to give us what we expected for the houses because
they were producing houses themselves , which wer overvalued
by the investors . Our laborers were trading their claims o

the houses they built for claims on goods , and we thought
they were actually that productive of goods . When we stopped
building houses and started selling them , we discovered the



L

buyers could not give us the goods we expected .

Work this out more later . Is a basic element in
Like any situation where the value of the

thing produced depends on the fact that you are producing it .
cumulation .



John Jaw's Miss. bubble, theessence of
boom shown in one bank.

monetary
money

a
The was backed by
stocks value defended, inter alia,on
existence of the
Cemitations of trying
real supply, by

money. Which reveals
to increase M

by -AP. Aspricesfell
Law's stocks

his stock,but

& nominal M supply be also reduced.-the had it been wages that fell,not sec. valeres



so -SP still has good possibilities.
which I fafter falls_

Defends on land
as long as much in depends
value, we havegood care vs. Lowering
them

on



A

K



Soule 1920.

4

Some said was a buyer's strike . Was , indeed , widespread
resent ent to inflation ; but m spent on goods did not fall .
However physical volume fell , for m spent didn't rise , either .
When they started to throw inventories on mkt . , cumulated .
Another factor in cumulation was that bank credit , with which
the inventories were being held , was withdrawn and , as
prices fell , I suppose more & more was withdrawn , forcing
more sales . (which is very interesting regarding depressions
in general . When real inv . opp . fall , banks etc. look for
lending opp . , and their short term funds find way , inter alia ,
into making it easier to hold inventories . And when banks
have trouble , & call loans , this forces inventories onto
mkt as well as many other things . Land ? Which in itself
is a good thing , butit cumulates , & ruins banks . Bankrupts
individuals , thus destroying investment opp . which tho se
individuals represent . )



Cumulation:

Anticipationfall,so cup.
so people's psychological

they tryto
to A asseIS

-AV, cumulates.

values fall,
fall,·by spending less.

arrers



Mitchell.p.8

Classics observed when realprofirefull.
fundsgoinspectorion'...



ofprice
is(also) aCircular interdependence

characteristic of oligopolies, may

cumulative processes

concurentthe mostly just
price changes, orlackofthem.

maygetaround this ..



What giver Landvalues their boost,before

spec.funds pour in, is foolishin, is foolish conseructive

invescous, investing for neg. recurno.
then they sineof this see whoismilking

them, decideto gerinon it,somust inco

Land buying?.



Inverbank deposits.
Bembo using soo

banks ces reserves.
deposits in other

Gold exchange standard.
all much renuous, interdependent

TO cumulation.
ofcumularion.

land selvesarrangemen
Interdependence is the essenceof



Whenim, boom, chrearofeverymakesall
more competitive.

When itfolds, monop restriction As,
cumulares.



Causeof
boom &

bust. Arlear is variously described in different theories , but is A
onekey
cinculch

process.

often there underneath . When the investors sla cken off
they eventually must , pre sent markets are reduced , this

e sla ckéning , & a panic , a bust )causes

Money
supply"

Hacker , ch . 17 , cont

The p.w. were far in advance of pop . & mkt s , hence
" the bubble burst " -- (a pro cess I now think I understand :
investors employ factors , are fooled into thinking the
things in which they invest will find consumers ultimately
because of the pop . W & p.p. which the investments themselves
engender . This process is cumulative , upwards & .downwards ;

soule
ww !

(Wa ly Crafford mentions practise of bank of lending to importer
on basis of fact that importer has sold to a customer , the custo meraying by a letter of credit on another bank ; and perhaps selilingto someon again who is borrowing to buy . Thus the interdependenceof banking structure , so that if- one -fails or constricts credit ,
many more constrained to also . The more numerous transactions
a good undergoes on way to final consumer , the more pronounce.his interdependence , this great elasticity in m supply )

s p
(for , if you.

as

-n ory osses after 1920. Whic

new investment ( & reinvestment ) for a while .

are holding back inventories , you have nothing to reinvest ,
after all a big point It is not just that you have no
place to put the stuff if you did buy it , but also you have
nothing with which t buy it .



Notos on Chap 5 .

14
1. Inflation lowers real holdout prices partly by overcoming institutional
difficulties . For example during world war 2 delinquencies on Fortland
real estate were mostly paid up , clearing the titles so property might
be more easily put into use . Survey of Portland Finance , p.24

This would's in,opp, cumulare



'Acceleration principle',for what it is
worth, is a cumulative process.

Ithas real counterparts,
howe listed .

otherprocesses!



Whenpeople savemore, lowers P, raives recel&

causes moresau.

Exp..Truewhen nodeflection: whens'offters
dishoarding AM, have inventories cre growing.



(

Johansson,N. 'A Neglected Coins in
connection with Criter, NY, 1908

8 a
Business Depression : their came.It

discoveryin Economics ! Stapleron NY, 1925

ref. Mitchell, 128
shift ofim. to non production, -probly

mes p.p. effect.
re

wrongly strenes p.p.



Besure to distinguishbetween real
a = b + a

cumalition & mere algebraine

Sometimes, the cumularion

something like this, theegn. limitinghowfor
maywork

itgoes.
9.v. ..

as in simul. mulriplier reasoning

eg.n.flying wedge. Whichis 'b' in above



A prime cause of depression deflation was
that contingency reserves had to be higher
because lines of credit were smaller . But
these lines were smaller not just because
business prospects were worse , but because
banks were going ge- bust , and this was due
to land speculation inter alia .



In the cumulative movement centeredaround

shifting capital
demand to existingusers

remember this involves greattin TTA

speculative ones.
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Warren and Pearson , Prices , NY , John Wiley and sons , 1933

millah .
Ayres , Leonard , Turning Points in Business Cycles , NY , 1940 , Mac

p . 19. " ..until they become willing to sell atprices low
enough so that the properties will pass into the possession of
people who do want them . " - says depression in r.e. values continues
until then .

●

p . v . : changes are in durable production mostly .
A

p . 9 : 1836 land boom , "an exceptional advance " in short term ir "
and downward movements of bond and stock ( italics mine ) prices "

(What more natural , in time of good prices and easy capital issues ,
that competition should take the form of bidding up factors , and that
the proceeeds of issues should be used to buy and for industrial
expansion or speculation . I have no figures or anything on spec . in
industrial sites , but I predict that when I find some I will discover
they kept going up until 1931 or so , since industrial construction
kept going . Still , industrial construction was more revived in
30s , no ? Yes , by FRB , April'47 , p . 439. It didn't recede as much
and it revived more . Perhaps because the speculation was done by
the potential users to greater extent . )

Since most factor rewards are investment when investment's residuum
is squeezed out no factor rewards arepaid , despite existence of demand
for consumption . Since margin of profit is fairly small , a small
change in the margin can change investment greatly , change current
factor rewards greatly . This involves showing that income doesn't
equal c plus i , but mostly just i .



Cumulation:

Stiefe improvements, lowers

im. gjelds, get same cumulation as whenan
amin.

yields fall.

takes to



Keynes, p. 208, memtions

lower

- w/o meaning to

CIT

-how

..̂ ., divergence ofmas is greater, because
coresof cap.mhusare a higher go. Itgoes with his
idea of infinite lig.prof.



Add to cumulative processes ne 1.1.:
Lower aver values,moreWhen +4in.opp,

cap. acc. tingproductivity.
Paradox is thatin plantarionplantation ere economies,

have low im.opp, coupled with very hi costof
capital, yetvery low capitalization rateson land.
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8
Another Re #1 : in times of severe unemployment , oligopolist less
cumulative likely to calculate that his restricting output will release
effect. A cause of worse monop . infactors for his rivals to use :

times of unempl . , and cumulation another cumulative effect .



Aing sizeof
factors rezurningto work,

returns as ec.nises due

caures cumulation,
To

I

I



Aggravating fullofwages

in depression.on is that
marriages_decline,
more women looking
forwork.

Also others,who

were idle because
thought werenich.



Cumulation:
When A4, expect

less. Jusroppof K's an.
dependingon psychology.
about it.

moreAr, so spend more, have

It occurs sometimes,
can't bemechanissic



Getnono cumulation fromAd spread
on inventories cœusedby AI. Only reasonfor
Aspread would bedisim. frominvenzoices. If they
aremaintained, no 4 spread... recommemprices riveas

faixargoods, orneitherines.
Wouldgeripif AI makes people anticipare forurebetter,

want to inventories,



With infl., AP lowers burdenof

fixed charges --clebes,pensions
makes

potential forrowen better creditrisks,

I'm. opp., cumulares.



Cumulation:

Banks, anticipating inflection.
have security, Aloom &inflation.more sec



Anyperverse classicity

is cumulative...

Any decreasingcost.
situation.



Cumulative

processes.

vs. EQUILIBRATING
equilibrating



Cumulation:

When a few lots

improved, breaksice in new

subdiv.- (or rehabilig slum)
Then other land has a present
value, notjust remote future

before, I can move
users.

ar



Cumulation

toIn foom, mergersup

somept. 4 eff, orat
least enc. new inv.

In bust, cartels
org

reduce effic .. Ce.g. fum
cartels in 20₁)



Cumulation:
4(x-c) cap, which →A(Y-C)



Idea of
sometimes seems crude, for not.

to stock resources.

A₁.1. making sitesmore cuciclable

analogy
cheaper
roch resounce .

Comider

Si.n. makes them

An uncommnthed site like



Cumulazion

See Thesis,p. 218-222

393, says
greaterAnstrent

p221 : Hoyop

gross reves4.
•greater 9⁰A construction,

" subdiv.

T



The bubble Type 1/1320

•Johncumulation, as
1836, 81929, reses on:
M basedon landvalues; &

Law &

V.landv. basedon.M. Each
time the same --not _
likely to recur forsome
time in just thatway.



Gormatt
Cumulative process:

U.S. cap.ourflow ceases, 20,
countries

lower raw
--Ag... demandfor agr.

exports & securities

_morerials .P. for Am inch, higher
-profitprospeces stock inkt boom

sucking cup from abroad,further
-Ag naw mat. P, etc. Hilgends.

lecture.

Moregenerally, when cap.flom
into any area, improves its terms,

to buycauses further flowland there... P.V.T. prevents.

White amocher notesfor LVTfile.



Cumulation

Import.controls
cap. flighn & diseg.

to more imp controls.lead to

controls leadto
movemenes,..

I



Cumulation:

face boom, wages fallas
labor

opp.fall. ThisA.
-rents & antic, rents. Int.n..

fulls, same effect.... &of
course beyond this, effectof

values.cap.1.1. on

so Spec. rents A.&

cap.values.

ļ



Curafactor:
onsetofdep. breedsfear,

breed restructive policies,
werden depression


