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THE NEW QUESTIONS
ABOUT THE U.S. ECONOMY III

THE FAR-REACHING
CONSEQUENCES OF
HIGH -PRICED OIL
by Sanford Rose

INDUSTRY MAY HAVE TO USE MORE LABOR AND LESS CAPITAL - AND CHANGE ITS PRODUCT MIX.

Long before the Arabs announced

their oil embargo , thoughtful Americans

were concerned about the rising price of
oil. In the wake of the embargo , the ques

tions about oil are far more grim and

have a far longer reach . Indeed , the

questions now get to the most fundamen

tal matters about the shape and direction

of the U.S. economy during the rest of
this decade .

What first appeared to be the grim

mest question of all- would we have

enough oil? now seems to be mostly

disposed of ; the answer would appear to

be yes , provided we use all our available

options . Meanwhile , however, the ques

tions about the price of oil grow steadily

more complex and difficult to answer .

Which industries will be hurt by the ris

ing prices (and which of them will bene

fit ) ? Will there be sharp reductions in

productivity ? Will capital spending be

sharply curtailed ? Will those rising

prices lead , in fact , to a major rethinking

by business of the relative worth of labor

and capital?

A

Irou Give Berndt

These new questions have surfaced

with such indecent speed that economists

and policy makers have been unable to
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react with any degree of consensus or
much coherence . When the embargo was
announced last October , there were vi

sions of a far -flung economic calamity.
The embargo was expected to deprive

the U.S. , directly and indirectly , of be
tween two and three million of the ap
proximately 18 million barrels of oil

used in this country every day . It did not
seem possible that the economy could

suffer such shortages without plunging
into a recession or a depression .

How to get one million barrels

It now seems clear , however, that the

oil shortage will be much smaller than

was first thought- perhaps as little
500,000 to a million barrels a day . Con

servation measures have eliminated a

fair amount of wasteful energy use ,

while rising prices have both reduced de

mand and increased supplies , at times
from the most unlikely sources . There

are even some analysts who believe that,

with crude prices approaching $10 a bar
rel, the U.S. will soon be able to buy as
much oil as it requires- from domestic

as well as foreign sources.
Research associate : Alicia Moore

Our ability to avoid the kind of energy
shortages that would cripple the econ

omy this year does not depend upon
abundant Middle Eastern oil . It would

be nice to have-but even without any of
it, we could probably still make do by
mobilizing domestic energy reserves .

The potential for rapid expansion of
domestic oil output is apparently vast.

Last year the American Petroleum In
stitute, the oil industry's trade associa

tion , reported that the companies could

"boost domestic production of crude on

a crash basis by about a million barrels
a day within three months- that is, we

could raise output from 9.3 million bar
rels a day at the end of 1973 to 10.3 mil.

lion barrels by March 31 , 1974. This

expansion could be achieved , said the

A.P.I., "with existing wells , well equip.

ment , and surface facilities- plus work

and changes that can be reasonably ac

complished within the time period."
Even more important , the A.P.I

stated that a crash program would no

threaten the future productive life o

existing oil fields . It noted that pro
duction could be "controlled according

to prudent and accepted engineering



Industries that will be helped

Assessing the impact of oil - price increases
on the sales of various industries has become

a favorite pastime of economists lately. The

charts at the right , which are based on data

prepared especially for FORTUNE by Chase
Econometrics , Inc. , a subsidiary of the Chase
Manhattan Bank , show a few of the "winners"
-industries expected to benefit from the higher
prices. The size of the charts is proportional

to the extent of the gain expected . (For a look

at some losers , see the next page .)
Most of the winners win because they con

sume relatively small quantities of energy in

the manufacturing process . In alcoholic bever

ages , for example , energy costs represent less
than 1 cent per dollar of sales . Costs in the

liquor business will rise less rapidly than
costs in the more energy - intensive industries.
With demand for alcoholic beverages acutely
sensitive to price changes , consumers will .
presumably take advantage of the fall in the
relative price of liquor and increase their pur
chases . Result: a gain in real spending that
is 3 percent higher than what would be project
ed without the oil -price increase.

practices to prevent the significant re

duction of [future] crude oil recovery."

Unfortunately , a multitude of state
regulations continue to limit the output
of individual oil fields to a so -called max

imum-efficiency rate . The ostensible pur

pose of these regulations is to conserve

future oil supplies . In fact , the original

purpose of the regulations , which were

strongly supported by the industry, was

to limit production and thereby support

prices . But now that the industry is will

ing and eager to boost production , it is

stuck with the regulations . Meanwhile,

oil output languishes . Domestic crude

output increased by only about 100,000

barrels a day in January.
Even if domestic oil supplies cannot

be increased on the scale envisioned by

the A.P.I. study, shortages of energy

can still be averted by substituting coal

for oil . Our dependence on imported oil

has not been increasing at the steady , in

exorable pace that most people have been

led to believe . Imports of crude petroleum

and natural gas- valued in constant
1971 dollars- increased by only $264

million between 1965 and 1970. Then ,

in 1971 alone , they rose by $489 million .
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The bars here and on the next
page represent percentage
gains or losses in consumer
spending for the products of
various industries during 1971

75. All the expected spending
changes have been calculatec
in constant 1971 dollars .

The bars at the left assume na
increase at all in the price of
oil during the five years , those
at the right are based on a
price increase of 85 percent.
Both projections assume
adequate supplies of oil.
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Less fortunate than the industries on the pre

ceding page are the ten shown at the left . Pe
would have had

troleum refining , which
whopping sales gains without the price hikes,

now ends up with only a small gain . Note that

the sales projections are in constant dollars.

In current, or inflated , dollars, petroleum

refining will do quite well : it will be able to

raise prices enough to more than offset the

expected losses in physical volume.

Makers of photographic equipment will lose
sales , not because the industry is so energy
intensive , but because demand for photograph

ic products is quite sensitive to change in per
sonal income, Rising oil prices will clearly slow

the pace of income gains . Most of the other

losers are in energy- intensive industries : de

tergents , for example , are derived from petro
chemicals, as are some types of drugs and the
packaging used to wrap them .

Similarly , coal production meandered

trendlessly from 1965 to 1970 , and then

dropped by $840 million in 1971. The link 1
between these two developments was the

pressure exerted by the Environmental

Protection Agency , beginning in late

1970 , to make utilities and industrial

plants convert from coal to residual oil

and middle distillates .

The coal is available

Undoubtedly , there are some environ

mental costs involved in allowing utili
ties and industrial plants to resume
burning coal, particularly high-sulfur
coal. But how great are these costs ? And

are they so great that it is worth run
ning the risk of serious energy short

ages ? If they are not , and the EPA

agrees they are not , industry and the
utilities can shift back to coal, at least

temporarily , in order to prevent large
scale economic dislocations . Most of

those who burned coal just a few years
ago are equipped to resume burning it,
although in some cases it will take a

little while to reassemble dismantled

coal-handling equipment . And those who

provided the coal just a few years ago

can certainly provide it once again.

Since 1970, it is true , the "mix" of

coal being mined has changed from high
sulfur to low -sulfur coal . Much of our

high -sulfur coal has a higher heat con

tent , i.e. , measured in British thermal

units , than does low-sulfur coal . If the

coal-mining industry merely returned to

A



the same mix of production , and the
same level of BTU output , reached in

1970, the U.S. would be well insulated

from the effects of a complete cutoff of
the two million barrels of Middle Eastern

oil that entered the country on an aver

age 1973 day.
A return to that 1970 level would en

able the electric utilities to switch to

coal and reduce their oil consumption by

nearly 40 percent . A similar switch

would enable manufacturing industries
to reduce their consumption by 13 per

cent . Together , they would save about

1.3 million barrels a day . Even if we did

not revert to the 1970 mix of output,

but simply expanded coal production

as fast as physically possible , we could

save about 1.1 million barrels of oil per

day within a matter of months. .

The cost of the imports

It is clear , then , that some combina

tion of increased oil and coal output can

save the economy from a serious reces

sion . But nothing can save us from the

effects of an unacceptably high level of

energy prices . As nearly as can be de

termined , oil prices have just about

doubled within less than a year . The

price per barrel of imported oil may soon

fall. Even so , the average price of im

ported oil will still be higher than the

average price of domestic oil.

Hence if imports increase, and Per
sian Gulf oil is freely available , the

weighted average price of oil available

in the U.S. will continue to go up . One

large question , then , concerns the extent

to which consumers will reduce pur

chases and the extent to which they will

absorb the increased costs .

We do not know , with any degree of

precision , how much buying will be cut

back for any given increase in prices .

Evidence of consumers ' responses to

previous changes in petroleum prices

is almost completely useless . Consumer

sensitivity to the minuscule price

1 changes of the past tells us little about

the reaction to today's outsize increases .

1₁

Nonetheless , economists have spent a

great deal of time trying to estimate

the price elasticity of demand at today's

higher prices . The best guess is that the
elasticity for gasoline is minus .2- which

means that , if gasoline prices double,

demand for it can be expected to drop

about 20 percent . The elasticity for home

heating oil is probably a bit lower , since

consumers have little choice except to

buy at the higher prices : they cannot
switch to other fuels without making

large outlays for new equipment. By the
same token , the elasticity for industrial

fuel is probably higher- because of all

those opportunities for using coal in
stead of oil.

Income not spent on oil products can ,

of course, be used to buy other goods ,

provided they are available . And many

consumers are indeed planning to use

the money they would have spent on

gasoline for energy-saving home im

provements . But consumers may also

elect to save rather than spend this

money ; and if they turn bearish on the

economy, as they now seem to be doing ,

savings may increase at the expense of

current consumption . Then output and
employment will suffer.

Some income will emigrate

An economy featuring high oil prices

will be different in other ways too . Those

consumers who must buy oil products

regardless of price will naturally have

less income for other purchases . By the
same token , those who produce oil and

oil products will have more income . Un

fortunately , the transfer of income from

energy consumers to energy producers

is not especially healthy for the economy .

Some of these producers are foreign , so

that a certain amount of income will

simply be withdrawn from the U.S. It is

true that much of this income may re
turn as effective demand for our exports ,

but this process would presumably take

a while . As a result , total demand for

goods and services in the U.S. will be

crimped , at least in the short run .

Indeed , higher oil prices would be
translated into reduced demand even if
all our oil came from domestic sources .

The reason is that domestic producers of

oil would not spend their increased in

comes in quite the same way as those

whose purchasing power is being effec

tively reduced by price rises . Higher oil

prices will raise wages and profits in the
oil industry, while hurting the great

mass of consumers- i.e . , the wage earn
ers and profit recipients in all the other
industries .

This transfer of income could be pain
ful. The oil industry uses much less

labor and more capital than do most
other industries . And so the transferred
income will benefit mainly profit recip
ients rather than wage earners . And the
people who receive profits , being high
income types , tend to save more and
spend less of their incremental income .

Thus higher oil prices imply more
savings and less consumption . It is true
that most of these savings will eventual
ly be used to increase the nation's stock

of capital goods- that is , productive
equipment , buildings , and inventories .

But once again , this spending won't hap

pen immediately . It takes time to plan

and execute capital projects . In the short
run, savings will increase at the expense

of consumption .

The speed with which the economy re
covers from its present difficulties de

pends on what happens to the price of
energy- of oil , gas , and coal—from now

on . If prices can be quickly stabilized at
the higher new levels , we will have suf
fered nothing more than a one-time

decline in the growth of real income.

Real G.N.P. this year will rise by about
$8 billion to $12 billion less than it other

wise would have . But if the price of

energy continues to rise , American in

dustry will have to reshape its own con

sumption patterns in fundamental ways .

Too cheap to worry about

Industry has traditionally been a
prodigal consumer of energy , because

the stuff was simply too cheap to worry
about. The price of oil , which accounts
for about half of all the energy con

sumed in the U.S. , increased by only 30

percent from 1948 to 1972. Since the
general level of prices was rising by 74

percent during this period , the price of
oil, measured in constant dollars , actually
fell substantially.

Largely because oil was such a bar
gain , but also because federal regulation
held down the price of gas , the total cost

of energy purchased by U.S. manufac

turers rose by only 5 percent ( in current
dollars ) from 1958 to 1970. Meanwhile ,
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the cost of nearly everything else- par
ticularly labor- was rising rapidly.

Thus manufacturers had every incen
tive to substitute energy for labor wher
ever possible . The manufacturing sector
of the economy used 66 percent more
energy in 1970 than in 1958. By contrast
the use of labor- i.e . , measured in man
hours- increased by only 35 percent.

Because energy was so cheap U.S.
business never worried much about us
ing it efficiently . Nonetheless , there has
been a steady improvement in efficiency

during the postwar period . In 1947 it re
quired about 78,000 BTU's to produce
$1 of value added ( the calculation was
made using constant 1967 dollars ) . By
1971 it required only 57,000 BTU's to
produce this output . There is no doubt
that this decline will continue . But thus
far , at least , it has been achieved largely
as a byproduct of growing economies of
scale rather than by any conscious,
broad-scale campaign to reduce national
energy consumption , such as we are now
witnessing.

In most industries , as output has
grown , the energy required per unit of
output has fallen . Thus the ratio of en
ergy to output in the man-made-fiber
sector of the chemical industry- one of
the most enerov-intensive in the econ

omy fell by about 2.4 percent a year in
1958 to 1967 , mostly because the scale
of operations increased .

An eye on the boilers
In th future, business will worry

quite a bit about using energy efficient
ly . It can be expected to move consciously
to reduce the energy-output ratio . Du
Pont, which sells fuel-saving advice to
large companies , estimates that an aver
age heavy industrial user can save 3 to 5

percent of its energy bill almost imme
diately through improved industrial
housekeeping- e.g . , by cutting down on
the use of standby boilers and pumps
that are allowed to idle some consider
able time before being put into use . An
additional 4 to 10 percent can be saved
by making capital investments . The in
vestments would , for example, involve
adding insulation to wires and pipes , or
installing heat exchangers that will re
cycle waste steam and water .

Sometimes very small investments
can result in quite substantial econ
omies . Edgar Brightbill , a Du Pont
scientist, cites the example of another
chemical company that was persuaded
by Du Pont to install an inexpensive
flow meter on a steam-stripping column .

Previously, the company had maintained
the flow of steam to the column at a con

stant (and therefore excessive) level.

The flow meter simply regulated the
number of pounds of steam per hour ac
cording to what was actually needed . It
cut the company's steam bill from $100 ,

000 to $70,000 .

Some rough calculations based on Du

Pont's experience suggest that, if it is
representative of U.S. industry , then
savings of between 2.8 percent and 6

percent of national consumption of en
ergy can be realized within the next five

years . Those figures are equivalent to be
tween one million and 2.1 million barrels
of oil a day. Even larger savings might
be made by major alterations of produc- .
tion processes . The chart on the facing
page shows what is technically possible.
in five of the more energy-intensive in
dustries by the end of the decade .

Changing the shape of demand

To the extent that energy-output ra
tios can be lowered , costs can be held
down and consumption patterns need

not change. But savings in industrial
energy may not be enough . In fact , even

when they are added to the savings that
are possible in the household and trans
portation sectors of the economy, they
may not be enough to stop prices from
rising . And if energy prices continue to
rise , so will the prices of intermediate
and final products all across the eco
nomic landscape.

The impact of these price rises will
vary considerably from one industry to
another . Obviously , the heaviest con

sumers of energy will be under the
greatest pressure to raise their own

prices. Besides the energy-producing
industries themselves- petroleum refin
ing , coal mining , and the electric and
gas utilities some of the largest energy
users in the economy are the aluminum ,

chemical, food-product , cement , and
paper-product industries .

How to Save

Five industries account for close to 40 percent
of the energy consumed by U.S. manufacturers
as a whole- and for about 16 percent of all the
energy consumed by Americans . Steel , alumi
num , cement, petroleum , and paper are the
giant fuel guzzlers . In 1968 they used 8.5 quad
rillion British thermal units . (A BTU is the
amount of heat needed to raise a pound of
water by 1 degree Fahrenheit .) If their energy
consumption continues to grow at past rates,
they could be using 13 quadrillion BTU's by
1980. But with some careful planning , these
industries could continue to expand output at
reasonable rates and still consume less energy
in 1980 than they did in 1968- in fact , about
700 trillion BTU's less . There is no mystery in- .
volved in this economy ; the technology needed
to save the energy is already known .

The cement industry , for example , now uses
about 8.8 million BTU's per ton of product . If
the industry recycled more waste heat, cut
down on convection and radiation losses, and
repositioned some kiln burners , it would need
only about 3.6 million BTU's per ton- a saving
of 59 percent . And even with these savings,
cement makers would still be far above the
limits on fuel economy imposed by the laws of
physics. Under ideal conditions , it would re
quire less than a million BTU's to produce a
ton of cement , less than 500,000 BTU's for a
ton of petroleum , and less than 250,000 BTU's
for a ton of paper.

Petroleum refining is the most energy
intensive industry around , for it must
use energy both as a raw material and
as a fuel . Refiners spend a total of about
65 cents of every sales dollar on energy.
Aluminum producers spend about 18
cents, plastics manufacturers about 15
cents , iron and steel producers about 12
cents , glassmakers 10 cents . Shoe manu
facturers spend only 4 cents , makers of
tobacco products and office equipment
only 3 cents each .

Some industries are modest direct
users of energy but large indirect users .
For example, the fabric industry pays
out only about 1.2 cents per sales dollar
for the energy it uses in its own plants.
But it buys large amounts of nylon , Da
cron , and Orlon fibers from the chemical

industry, and these fibers are petroleum
based If we count all the energy that
must be consumed throughout the econ
omy in order to produce $1 of fabric,
the total comes to about 7 cents rather
than 1.2 cents.

Fortunately, the impact of a rise in
the cost of indirect energy becomes

on underpriced every
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progressively diluted as we move to
higher stages of fabrication . If , for ex

ample, the chemical industry spends 20

percent of each sales dollar on energy ,

and if the cost of crude oil represents
one-half the total cost of providing that
energy , then a doubling of oil prices
would raise the cost of chemicals by 10

percent . In turn , if chemicals in the form

of fibers account for 20 percent of the
cost of producing fabrics , then fabric
costs will rise by only 2 percent ( 20
times .10 ) . And if fabrics account for 30

percent of the cost of apparel, then ap

parel costs would rise by only 0.6 percent
(.30 times .02) .

Some industries will be able to pass
energy-cost increases along to their cus

tomers without hurting their sales.

Demand for the products of these in

dustries is , in other words , price-inelas

tic. Consumers will resign themselves to
temporary price rises because they con

sider the product essential and because

substitutes are not readily available.

The long run is elastic
But there is a critical difference be

tween short-run and long-run elastici

ties . Clearly , energy-intensive industries

like petroleum refining , coal, and fertili
zers have markets that are price-inelas

tic in the short run . For a while , at least,

companies in these industries can pre

serve profit margins by raising prices .

In the longer run , however, the price
elasticities change . Consumers alter

their perception of what is necessary,

and producers find less costly raw ma

terials and intermediate products . Pro
ducers may substitute paperboard
products for plastic film, and rayon ace

tate (which is derived from wood ) for
Orlon (derived from oil ) . Consumers

will obviously buy fewer petroleum

products, cars , and household appliances.
It is less obvious , but quite possible,

that they may also substitute dairy

products for meat products . The trans
portation and refrigeration of bulky

animal carcasses require a great deal of

energy per pound of usable protein . By

contrast , cheese is a relatively compact

and concentrated protein substance . As

a result, it takes nearly 75 percent more

energy to deliver a pound of meat
continuedpage 191
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venturesome and decide to link energy
savings with the solid-waste problem ,

by imposing heavy taxes on throwaway
cans and bottles . Throwaways , partic
ularly those made of aluminum , require
much more energy to manufacture than
do glass returnables . If all beer and soft
drink manufacturers were to abandon
throwaways entirely in favor of return

¡ ables , the nation would save about 30
billion kilowatt-hours of electricity a

year, which is equal to about one-half of
¡ 1 percent of total energy consumption .

At the same time , the demand for labor
would rise, since it would require many
more man -hours at the retail level to

handle the returnables . On balance some

30,000 new jobs would be created .

In a much oversimplified fashion ,

these examples illustrate one long -term
consequence of rising energy prices : the
number of job opportunities will in

crease more rapidly than would other
wise have been the case . And as the de

mand for labor rises , so will wages . Other
things being equal , labor's share of na

tional income will rise . The share going

to property holders , dividend recipients ,
and bondholders will fall.

Zapispalv

Note that this process will reverse the
short-term trend . The first effect of a

rise in energy prices will be to shift in
come away from labor and toward the
owners of capital and natural resources .

But after companies and consumers have
had a chance to adjust to higher energy
prices , by altering their patterns of de

mand, the money will flow in a different
direction .

Bad news for capital goods
The impact of rising energy prices on

the demand for capital goods could well
be the exact opposite of the impact on
labor . The greatest demand for capital
goods obviously comes from industries
that have the highest capital-output
ratios- industries in which investments

in plant and equipment have the highest
payoffs in sales . But these industries,
which include aluminum , chemical , and

paper, are also among the biggest users

IHO #
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of energy. The more machinery one
needs , the more BTU's one consumes .

The relationship between energy use
and the demand for capital goods has
been studied in some detail by Ernst
Berndt . a professor of economics at the
University of British Columbia , and by
David Wood of the Federal Energy Of
fice. Analyzing unpublished data for the
postwar years , the two found that capital
and energy are indeed highly comple

mentary that is , greater demand for
one is invariably accompanied by a
greater demand for the other . If the
price of energy rises , energy consump
tion decreases and demand for capital
goods falls . Berndt and Wood calculated
that , from 1947 to 1971 , every 1 percent
increase in the price of energy reduced
the demand for capital goods by .14.
percent to .16 percent .

If the same relationship prevails in
the future , a doubling of energy prices
would cut off about 15 percent of all
capital-goods demand . The key question.
is whether the same relationship would

continued page 196
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High-priced Oil
continued from page 111

protein to the consumer than it does to
deliver a pound of cheese protein .

Higher energy costs , therefore , will
have an across -the-board impact on the
structure of demand . In turn , changes
in the structure of demand , even mar

ginal ones , will greatly influence the
total demand for labor and capital goods
for the rest of the decade .

A replacement for labor

Logically , energy and labor are sub
stitutes for one another . As every begin
ning-science student is taught, energy
is simply the capacity to do work . The

more complex an industrial society be

comes , the more it learns how to or

ganize electrical , mechanical, thermal,

or nuclear means of doing the work that
men once did with their hands . Those

industries that have been most success

ful in harnessing energy to the produc

tive process require the least labor . The

five most energy- intensive industries ac

count for about two -thirds of all the en

ergy consumed by manufacturers— but

provide only about a quarter of all manu

facturing jobs.
The inverse relationship between en

ergy and labor can be confirmed by an

analysis of an input-output table , which

measures the volume of intermediate

goods and services needed for a given

amount of production . The latest table.

made available by the Department of
Commerce contains sales data expressed

in 1963 prices . Bruce Hannon , a profes

sor of engineering at the University of
Illinois , has refined these data in order

to isolate the total energy and labor cost

of specific products .

According to his findings , an extra

$100,000 worth of aluminum could be

produced with about 38 billion more

BTU's and five more people. By contrast,

an extra $100,000 worth of tobacco re

quires only five billion more BTU's but

creates thirty-two new jobs . In other

words , a shift of $100,000 of final de

mand from aluminum to tobacco should

reduce our energy consumption by 33

billion BTU's , while creating twenty

seven new jobs.

Thus higher energy prices would , in

principle, favor tobacco consumption

over aluminum consumption . It is ad

mittedly not easy to think of situations
in which the two are competitors . Yet

consumers will ultimately find the trade
offs between them . For example , if the
price of aluminum products increases
because of a rise in the cost of energy
needed to make them , consumers might
spend less money to relax with soft
drinks out of aluminum cans and more

to relax with tobacco .

To forestall this process , soft-drink
manufacturers might abandon aluminum

in favor of steel cans . Steel is energy
intensive , but less so than aluminum . A

shift from $100,000 of aluminum to

$100,000 of steel reduces overall energy
consumption by about 11 billion BTU's
and creates two new jobs .

Costlier energy will not merely change

the composition of the demand for goods ,

it will also accelerate the shift from

goods to services . Nearly all services

consume more modest amounts of energy

than do goods . As a result , the price of

most services will be falling in relation

to the price of most goods . Demand for,

say , entertainment services can be ex

pected to benefit in any broad consumer

shift from high-priced goods to lower

priced services.
Changes in public policy will presum

ably accommodate a shift toward indus

tries and activities that require less en

ergy and more labor . As the demand for

motor-vehicle travel weakens because of

rising gasoline prices , there will be in

creasing pressures to divert Highway

A Farewell to Cheap Energy

Michael Elliott-Jones (left) and Michael Evans

have become a major source of data on effects

of higher energy prices (see charts on pages
107 and 108) . Evans is president , Elliott-Jones
director of industrial economics , of Chase Econ
ometrics , Inc. Their data are based on a model

of the economy prepared by Clopper Almon Jr. ,

of the University of Maryland . Evans describes
himself as a " lukewarm optimist." He says:
"While I do not believe that long -term growth
will be stunted by lack of energy, we have seen
the last of cheap energy."

Trust Fund revenues to mass-transit
facilities . Hannon has studied the impact
of rechanneling an estimated $5 billion.
in trust-fund revenues in 1975. He cal

culates that shifting all $5 billion in the
fund from highways to railroad con
struction would be immensely energy
saving and moderately job-creating .

Highway construction is one of our
largest consumers of energy : asphalt is

itself a petroleum product and cement
manufacturing is highly energy-inten
sive . Thus, a $5-billion highway -building

program uses 220 trillion BTU's , where

as a $5-billion railroad -building program
would demand only 80 trillion BTU's .

It would take 256,000 people , directly
and indirectly , to build the highways ,

compared to 264,000 people for the rail
roads―a net gain of 8,000 jobs .

An investment in health

Suppose that , as part of a massive

reordering of priorities , Congress de

cided to invest highway funds in nation

al health programs rather than in mass

transit . The energy savings would de
crease in that case-but there would be

even more new jobs . Medical services

consume a fair amount of energy , e.g. , in

the form of electricity for lighting and

for running small machines and air con

ditioners . But health care is also one

of the most labor -intensive industries
around . A $5-billion health program
would provide 423,000 jobs : 167,000

more than the highways and 159,000

more than the railroads.

Congress might become even more
continued page 192
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High-priced Oil continued

indeed prevail. Can the events of a period

of stable or falling energy prices tell us

very much about a period in which prices

are rising rapidly ?
There is no doubt that all the past re

lationships favored efforts to substitute

energy for labor . From 1947 to 1971 the

proportion of total manufacturing costs

spent on energy was relatively stable,

averaging around 5 percent . Thus it did

not pay companies to allocate very much

capital for the purpose of saving energy .

Instead , it made sense to use capital, in

conjunction with cheap energy, to econo

mize on labor, whose share of total manu

facturing costs was rising , from about

25 percent in 1947 to about 29 percent
in 1971. I wonder.

Now that relative prices are changing ,

managerial attitudes may also change.

Capital and energy will become less com

plementary and more interchangeable .

Here again there will be a critical

difference between the long run and

the short run . In the short run , the de

mand for capital goods will probably in

crease despite- indeed , because of
higher energy prices . Energy producers

will be buying more drilling and mining
equipment . And industry in general will

be buying a great deal of energy -saving

capital equipment . Heat exchangers , tem

perature-control equipment , and more ef
ficient kilns and furnaces will be very
much in demand .

I

But, if energy prices continue rising ,

demand for the products of the energy
intensive industries will eventually

weaken . This means that output will
tend to increase at a slower rate in those

areas of the economy that have tradition

ally bought the most capital goods . The
increased demand for energy-saving

equipment will only soften the blow .

The threat to efficiency

In the final analysis , rising energy
prices will tend to lower the rate of
productivity gain in the entire economy.

This process will come about in two

ways . First , changes in the structure of
final demand will reduce the growth rate
of the energy-intensive industries,

which are the most capital-intensive and ,

typically , the most efficient . In addition ,

these industries will increasingly be
forced to curb their demand for produc

tive capital goods ( those that boost out

put) and increase their demand for es

sentially nonproductive capital goods

(those that save energy ) .

By the same token , final demand will

shift to those goods-producing indus

tries that use a higher proportion of
labor per unit of output. These indus

tries are generally among the less effi

cient in the economy . Demand will also

shift from goods to services , where pro
ductivity has been lower than in most

goods-producing industries .

Waiting for a breakthrough

It is always possible , of course , that
some major technological breakthroughs

will neutralize the adverse impact of
those rising energy prices on produc

tivity . But unless they do , the economy
will become somewhat less productive
than it otherwise would have become ,

which means that U.S. living standards
will rise less rapidly.

Since this scenario is not very appeal

ing , a major effort will unquestionably be

made over the course of the next five

years to stabilize , or even reduce, the

price of energy . Energy prices can be
stabilized either by reducing demand or
increasing supplies . There is a sizable

potential for cutting down on energy use

without greatly affecting output . The

potential for increasing supplies is

equally promising.
The U.S. has vast reserves of coal,

abundant oil- both under land and off

shore and perhaps a sixty-year supply

of natural gas at the present rate of con

sumption . The problem is not the dearth

of energy resources , but the speed with

which they can be produced and mar
keted . The conventional wisdom says

that it will take many years to market

enough energy to stabilize prices . But
the wisdom became conventional when

oil cost $2 a barrel . In today's environ

ment, that sort of wisdom may not count

for very much . END

The next article in this series , in April,

will deal at length with the prospects for
expanding energy supplies.
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bes. only a small part of supply is replaced each o...
-bes. later is employed in bulges debt

bes, instalment like to retirete is not much greater hum
principal. Live nos.

Smith said "cic. capt, buts luber in motion ".
Investment employ laber. & Empl,dequids.
But most. ir

volume depinde
Sales Repend

m

3A

the often gets subsidized fur
early puyback is small- have to wait many year for benefin, slow resultswith

it

un vol of im.
by for, merly ill in. is hein. Its
sabes.

MM

consum

hewing something sulable. This requiri
the last round of inus. produced things that reper for sale
quickly, theat retum capt. quickly. ( Active vs. shuyer'sh capt.)

Ontlurios FMP presuppones that sales depend

dermund. If they lay, you pung ins wory, by recycling
creating.

"But thatouter driver up prices , as we're finding.finding. ( It may chan
ins. into active cupl. this help out, but that is clubions . I madequite.)

1

that
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"Strick & lives" are heavy on capt. they have all the
tilltale to indicators (sign! listed in 34

- require fucg (I get subsidies,

-last a long

slow results

que oblign. bouds underwritten by rest ofcity
lory time.Thebouch puldoff by deductible reven

bonds

have to wait wunny uns. for benefits. Morew them for housing

tax local bouds exempt from Fell vise. ras__

most cost is intnext
only small

purt of supply is replaced yndy
laber employed in bulges

results ...
to by exempting this ine, we

Ay

it

me diverting capl. to slow

:

1
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beog.Sem., 7eb. 11, 1914

FESP

Intro.
a New Disural Science

6. Fear growth - local, national world.
-acruelly, pop growth is small next to A

~ 1. electricity, 1950-70 500 % A, but only 35 % Apop

yes.2. indly subtr. cap.I everyfor laber. Kendrick,
1899-1953, ysly 1.39⁰ I in cap./labor. Twice as much in 54

Say Comm. 1948-71. nuuh faster rate of subitn.. 2.5 x an made in
23 you.

~ Reemn thin
requires..more land.

4. Homining undoubling. Nousime about formingall
into apti. Trend has been other way.

~ 5. Lower urban density.

1

per cap.per cap. clemands.

3. ATVs etc.
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B

B

are

Imtl. bias

IProblem is instl. bias forcing substa. ofcaple& res for laber.
- some egs

or induced

A. Forced, use of capt.

1. I offer Utility- @a-J effect.

land &

Freeman of Tennews rays, you've for
you'll depresate yeself_ right out of bunnen.
"lipeline cont a let: $56. for Mackennie They also face exple..

= B This dovetails w.__tax_pref__ _Early opg.
expensible. (and so is gas explu).

=

rec... & Faxn.

$ (c) also dovetails w. sule of capture.
~pipeline grats territory. Imperiation . Theybuild

enque. to bolster facteurs lawns, (80gr. life: 25 gr. contracts for you.)(Alth.& Southerm 36"rige)
& d) also clovetcuts w, the subsidion to expler.

que

depress you.
lower than on labor

capl.

lower effective

2. In emme fac treatment of property inc_

@_Fast deprem.
Munever you

to

Note this forced use of capt also uses toomuch
too soonenerzy,

owned or borrowed

heep expending

captuve. Expanching

you lauge, excess

2

write off something faster than it really
Fux sute

This is common so tax rate on propty. inor is
bus, to add value mingThis encourages.

borrowed - in pref to laber -self or hired..
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1

2 -in. write-off proposed last summer.
Mineral exple gets 133%

6. Pref. to slower capl.
this I cost are

If cap. is produced & consumed in one you

reported simmel, no gain
Inded there is a
He might gainis so carelen about some things, racer him for & inventory.take

_ii, If cap_is sold
write off shd. wait until income.

Burt in

L&
enryway pays
to depree. it in 2
is big gain.

soover
-practise write off

And the write-off is not-heyed to actual
life_ The slower thecapt. is to be recovered, to amortize,
the greater gain.

Eig, thus if something lasin
out) their is no

yes

lon, bis inverter arimning
at un ench, but IRS, which

year after produced then fac.

reation. I then given pref

income

But it it lacos 10

2 yesonly
preference in being allowed

thereyes,

3

iii. Even food write off-perfectly_synele-d.W.



iv. If you wait very boy I pamively, get cap.
gains, lower note?

to improve it.
This often entwch holding land._Igetting&gove.P.W.

Exempt from propty.

ell

3. the heap credit on subridy_

Favors use of capt.
who ever heard of subsiding by

_gove pay part of wayes? _sude programes

P.W. are cap. wiring; & subsidized by low it.
tux

470
1, ar

E.g. of U.Vic. stadium Fuce over

day, if £5m , 8 %0.

inof havingD

& are ruse..
40

almost all jut.

But they yell about $20
We are so aware of laber cost; so clense about int.

4. Internal fucg...

oh stu. Bricks & morton bias.I

t

yu

•for migue

4

ingut.E.
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1

5. No imputed int. on nown lands.

forests.

1

Lower i. makes longer treen look better

Zero,growth.
Zus i makes the look best. Theyget around

this by maxig retum to site; as the capt free. Max. m...:

extra capt required 57.stand

1mai'fuil rota,

5
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T

B. Induced use of land somegn.
1. Few races on

to subst. land for later.

2. Zowing

holding bansk, Most on wing hundhand

3. Mhty. bds, cartels.

a capl. bias too)
to

Forced cous.

Quotes given I landyou

you buy extra land, to squote.
__4. subsidies to inbam sprawl.

6. Explu
c .

6.

hold I. I have improved

Decentralist bias, munic, service. I utilition.
5. Energy use. Block rate structures. Kitimat,etc.

Tax_write off

-ree entry; w.
c. seplu, allowance

d. Uis.farve
the credit_

e.__No tax on unrealized appreen. Defereed is denied.f. Few tuxerpropty.
ç. Low xpth. rates, vs. high rates on recycledwith Is

Primary products subsidived. Remoteplaces subsidized
h. Leverage ofput. over public in.

6

rule of capture

.
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Geog. sem.

Co Taxes on

1. Payroll2. Ime

II. solutions

laber
tuxm

Kuxn
11 borne by worker redure incentive to worke

11 hire.
Either w Drive Wedge

Fate of England. Lory famous for hight
on cap. game

laber is cheap.

way.; reduce
player.

on laber, low on propty, zip

Aquaculum feed_

empl

Remove büns. Then whatopens.up.

A. Hi fanm yields.
couv. ratio of 12 :1. Pays when

Berrier,vegs. Lyour paper . 11.

7

tux rates.

Tomatões 100x grazi

'
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B.Smaller firms.
1. Udell on Wis,

2. Fortune date , p. 12 of Lynn pean

3. U.S. Farms

C. Resources.

more local ownertip

Idayprocessingat home.

a lot farter.

A. 15

Ure less? Maybe in long run.

D. Maen.
A

but in sit, wd, cut

In withs, use laber to save on enevezy

ross invr. by speeding returm & recycling of ceupl.

8

.
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cent of total imports by developed nations from less developed areas ) , it has
grown rapidly in recent years . In fact , if trade continues to expand at the
present rate, imports from the developing nations are expected to reach $10
billion by 1975.

The research suggests that trade policies permitting greater accessibility
to the markets of developed nations are a prerequisite for growth in trade
from the less developed nations.

Employee Compensation under the Income Tax
by C. HARRY KAHN

240 pages (approx.) , Publication date : March, 1968

Wages and salaries , this study shows , have become the dominant form of
income subject to the Federal income tax . In 1939 , salaries and wages
accounted for 66 per cent of total taxable income ; by 1963 , the figure had
risen to 81 per cent.

MYBERTE S

Kahn points out that this increase stems from two factors : the rise in the
share of wages in total income (from 71 to 75 per cent over the period) and,
more importantly, the rise in the proportion of total wage and salary earnings
that is reported on income tax returns (from 36 per cent in 1939 to 97 per
cent in 1963 ) . Moreover , contrary to the popular view that compulsory
withholding of income tax is responsible for the marked rise in reporting
of wages and salaries , Kahn's work suggests that most of the change occurred
in the early years of World War II-before the introduction of withholding
in 1943 .

The book also examines special problems in the taxation of wages and
salaries , such as taxes on the income of working wives , earned versus un
earned income, excludable sick pay , and deferred compensation.

Executive Compensation in Large Industrial Corporations
by WILBUR G. Lewellen
480 pages (approx.) , Publication date : Spring, 1968

This investigation covering the period 1940-63 provides a historical view

of the shift in executive pay structure that has occurred in response to changes
in our tax laws . It confirms the impression that salaries and bonuses subject
to heavy taxation no longer comprise the major share of the corporate execu
tive's total compensation.

However, despite this trend away from highly taxed forms of remunera
tion, Lewellen finds that overall compensation for corporate executives has
barely kept up with changes in the price level since 1940. In fact , the eco
nomic position of the top echelon executives was found to be nearly the same
in 1963 as in 1940 .

By examining the pay package components of the five highest paid execu
tives in 50 large manufacturing firms, Lewellen finds that items subject to

3



FORTHCOMING

CONFERENCES

lower tax rates than salary and bonus payments have become increasingly
important as a means of remuneration . Stock options , for example, have
come to comprise one third of the total compensation . The use of deferred
payments, profit sharing benefits , and pension values has also increased in
proportion to the decreased reliance on direct cash payments .

Another disclosure is that the tax advantages of supplementary payments
have been used to maintain the relative pay structure among the five highest
paid executives studied in each firm . Through an increasing reliance on less
heavily taxed supplements to salary and bonus at successively higher posi
tions, gains in direct cash payments to lower-paid executives have been offset.
On the whole the total compensation relationship has thereby been kept
constant.

The Lewellen report is part of a larger National Bureau project concerned
with the influence of federal tax policies on economic growth . In a preface
to the work, Daniel M. Holland of MIT describes it as providing one of "the
links in a chain that runs from taxation on one end to economic growth at
the other via an effect on personal effort."

Plans for four conferences to be held under Bureau auspices in 1968 and
early 1969 are well advanced . One will deal with education and income,

another with public products, the third with technology and international
trade, and the fourth with econometric models of cyclical behavior.

The Universities -National Bureau Conference on Technology and Com
petition in International Trade will be held at the Carnegie International
Center in New York on October 11-12 , 1968. The conference program is
under the direction of Raymond Vernon of Harvard University . Five ses
sions are planned , beginning with a study of the technological factors in
international trade . Several case studies in technological transfer will be
presented. In addition, the conference will deal with the technological fac
tor in trade and development, in the United Kingdom's international position ,
and in the theory of international trade .

The proposed program for the Conference on Education and Income ,

scheduled for November 15-16 , 1968 , consists of such topics as education
and production functions, education and the distribution of income, deter
minants of growth in demand for education , and human capital in interna
tional economics . The program committee is headed by W. Lee Hansen of
the University of Wisconsin .

A Conference on Production and Distribution of Public Products is

scheduled for April 26-27 , 1968 in Princeton , New Jersey . Chairman Julius
Margolis of Stanford University and members of the planning committee
have devised a program covering measurement and valuation of outputs ,

distribution of public outputs , the role of various government levels, and
cost estimation .

i
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Agund
10. Morals re, policy.
1. Show that it is a bias in income tax

tax__C & nut, ifyou paidprop.
incurred.

Inc.

_not_taxed

wanted ..

TREA ' 13

3.

Excise:

alike

2. Payroll, rent, & interest all, add value to free,from date oI
ifyoupaid senton ground) but capitalize payroll___

expense interest_&

b. S nevernever becomer partof receipt, is not embodied in product, is
So there is no reason to deduct landpurchase, or Stubby

2.__New firmeule for effect of prop. Fax. on LV, from new long notes

TISTOC when land is an input, showing effect one I.
-R

-R (( -t)
R (1-6)

7μw land

Luan-R (I -E)

Dear land

R (L-E) FE



Clemson Talke (& Mantrate) -1

Reunciting Fall Empl.& Em. Quality
Intro

Iate is my theme_
Cowman & the Farmer should be Friends

Conservationist & Economist "L

same as

?

Cain & Abel should be brothuly?
Conservationists

Fors now joined effluent change.
Fisheri es

SST ?

eest. sent those boat out.
are increasingly ourare.._easti

See overfishing

AWater boondoggles

Cal._with plan.
offer to trude Un

lumping wh

2 Hyds -imperialism ?

for

I Competer

AL

But so

to

create jobs. But easts.
was better than nothing.

remove 90 % boar

timur

then side

cars. thinks 'Some dainu

impose

max. sent by wm_less.

Easts all agemmt.

W.

cue

Scholarly books, studies.

an

more wath.)
W. TS.

8.g._-_petition.

Uwn for state funds. Reagen.
VS._.

anything.
Comervationists thought earts all for it bes wanted to

all vs.it Day is part when anyt



2
spillovers? Eists, an all for acknowledging them .
Ees. a disminal science? Carlisle vs. Senior vs. Ireland, ZPG & Neg. PG.
Ees. I consern. shd.jike. Each opposes waste.
1

was once an

Alt i

There is.

t

is a

employ men....

awowed

unemplant

Hu

conflict, is Have, there

"warte" school,of the anything to

and still are implicie warte schools.
Warn neey toTron Mt. school War

uman

W.

Capital school.

maio
one

natural firm Requiem 30 youyof traing fint...
of

Roque R. study by Fickowsky, At Colo, S.C., still doing same

This conflice, unless resolved, will get wove Bis

is persistently highe, shows no signs of resolution.
idle housewives; long apprenticeship; early

Crime rate:

New are short an capt.____

balance of payment crisia

ecots.

I (returment; shorter hours, armed ferves, weapons producer; etc.
IT

full emmplayment...

on resourver

Man not usuble in his

Only a matter of time untila new_Alvin Hamers

arises, of whom it was said he silenced every critic wo
two word " Full Employment"!

Newent twist, brought clown i, but suddenly

back
they'll go up..
ourver Pressure an environment

thing,

a_



A

And long
laber.

Thisis predictable result of set of policies that have

defined efficiency.. per output; & emonaged

max. eap & resources per output.ourqut. Require

cap per man, and require full exciple, caturally

Obvices solution is revere.

monon

- 3

as min. labor

Alter factes propues te
-produce w. higher laber share, lower resource_shave,& lower

cape shave

To +1.5-18.5-2, then 1.8.
It How to change factor propues

luber cast

new.

Require hi complement of land&
of

lot.use a resources.

Ag luber shave is accomplished by reducing lifeof capital.
Why vorjuar by replacing machines by mens? Bes machines

produced by

1

& this excess is

The entribution of eaph is excen over

fir- of education of life.

returns

Why notjust add more men to existing opus? Sharply dim.
I callsfor lower wages to implement.to implement, some of

this is in order, but it is smaller pactes.



The elementary capital theory of staggering (AeeApp.II, A)

To show:
1. share

of Life.
2. Shares in normalized staggered going

in single cycle.
1. By inspection

-4

Kise[( 1 +i)`- 1]

Wase Bill = C

App.

laber fulls

eliti)
c[( 1 ++) ²- 1]

c

2. If stagger"K = {[C(₁+i)n] =C=( (-+² =(-__~ ( (+.)" = ( (( +²) -1
n = 0 1-1 - i

concem one same as

Now cite App. I, staggering where land is included.

I shows staggered shares one again somme an singlecycle.



Staggered model, same.
2/7
·L·--S.i

7

Laber

Land

Results of App, I.

single cycle, laber to loved ratio fulls a

good fer

5

en .,

[leti)²+ s[( til²=1] = 7
cliti)

G

I

payroll per aere drops w..

1

Cite App. I
ē

List

L

i

payroll as share of product drops

sed on

a
hyperbolic drop

life

cap, gets foured.
but_1_doubt_generality of it.)

life.__

1

A

I

luber/laund

one sitt. (This might ream

E
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1

App. III B

e
Homring Model Capp. III, B)
Widdly beliund can't gesundive from trees. Special case, excentric Austrian

But same principler hold. PIPO is math. bldg block.
single house.
Lasts I years.T

-

1
Adding site rent, a

+

1

--6

Fields service flow of

int.
I = sum of yearly revvive

[(1 +a)
Ľ

$(

i7- (T+²)²²

per year

L

shows same is true for staggered group of hown.

L

flows

a PVI i wanuntia

cost be eq. cast of
house of life t

Here, share of land rent rises, No pete -up of capl.__
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A 3
III. Justus. that bias for long life.I

Bicken window fullsry.

# -- 1

I'm not

Planned absdescrema.

for them. I'm proposing consimitive_
alternatives.

Not a was between micro I marro.
th mans I micro reasons

Treatment

A. Iax of timber_

__/.

d. the tax

Faxen...

resource use.

2. Some other brases_

Timber, exempt Trom propty tax Shorth caple,nota
as. Tinker ausint raised only after will put in place.
b. Timber At sites "ased on use, not o.c. if higher.

Field I sev.

i Labor Capd.; int.I
ince

ordy

Braser us..luber are

-er²= e²²(1-6) + Et
a case of Hay Simms.

prop Ifrom

11._Cap gains durvied to shorter ageles, Cricket & Stallion

ill. Vert. int. firms transfer profit to firectryby lettingage.

taxes ex.expened



e.ē. Vertical insta encouraged to use forest as shelter forprofiteofem

mitts; etc.

Mr.

P.S.-1.

B..

Unporting reserves

-8

magnifice ezgrez recome requirements__aggres

Ins. Ireatment of Land.

Feorge Aull.

Reducer holding cost.
-Shock ware

laber_I__capt." Every
effect..
me overexpands outo next lower

wilderness

I. Prop_ assunt___

Land

Rising land and on

underand. [Must assis, une cost basis, let landgo.)
use wather than value.

acquiring rising land.
wildernes avan take

Encourager_ subien of land for _
havean eur,&

Consider motive of

now...

more

now rather than buy in
are.

acquising.

E.5.g. 15mutilla yesterday re
Than

resource imperialism in

for appreom.

el whe

future.
justifier, capture.
That Mean

Appeurs is income
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1

simple model expresser.
V = a 1 +ga t

_Vi= a + Vg

·}-·

lign.

-9 .

(Iti)"

Thus V is same as

Regardless of assunt,
subion of land for capt.

mineral fireat

2. The tax.

3. Excise taxes

1

the

tax on

-supply

a(147)0=Lite

accrual were

su Jec paper pp. 3-4

beldags motivater ( incent

causes___sprawt :___urban, rural,

26a
THE

They his capt for cycling,
Land never cycles

current inc.

in comme of inut. I

1

2

((

{

J

1



Out lim 5 points1

Talk to N.Am.Society of Corp. Plannen, Jan.31, 1974, Vancouver
I. Pvt. planner meetspaquell by scheduling paybutos.

but wout to fit cloth
max.Cap/payroll rutio is payback pd. Muster't ihanet each. Must

recover some call before next payroll comes due. Mostpeoplecomer due. Most people are tight in this constraint.I
Planning, ofit.Whole same limit... en auI. -problem

III. Market cloes theplanning.

Ø .

el.. sume1

I.
Iwith bias clogs wht.

where there is one.

How to undo bius k_meet nat. payroll

G

1
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ļ

Life is what happens whilewe are

a

I. Pvt. planner must schedule payback,must

meating other places.

With given capl., planner muut schedule paybaules to meet payroll.
fold,

Cap /payroll natio is outer limit of payback pd. In weeks

if. Cap/pegrall K/P = 100/20 , cango
Then better get back 1/5 of capl. to meet 6th payroll.

or 5 weeks...

5/52-ofy₁₁ = == == 10 +)

schulule payback, bes. cap. is searcs,

(Turnover = d.
To meet payroll,

limits volume, often undeniable.

eapl., there is no choice: must maintain Tumover.
slow moving_murts.

Tum_100 weekly, vol. = $5200.
100

gely

every

whole.us.e.

100 yes,

one option is reducepayroll. But that
To_maintain volume, w/o more....

Stay out of

vol, = $1.

[ti.100 ]

you

cap. is a revolvingfund. Thefacter it revolves, the less you
u have to

a year,

need. The less you need, the less pysink, & the lessinteral carry's charge.
hamburger stand, daily. $36,500 on 100
book business. I happen to be in. Produce

sell ca. 20 %⁰ yrly, so cap required for invy. is 5yes. production...

but has yet
- at slow extreme, B.R. revolving fund, from 1902.

Shd. have cougojust from built 7th project

complete the 1st revolution.__ to each new project has required

1

one

new capl. ( taken from other uses. One pampered agency can do this - the
carit.)

cap.At 10 % int. when 10 yrs. produ, int. cost = allother coun(actually sooner, bes, of compounding.) to slow fayout means cap. is a laye sheme of
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all inputs, displayed by its getting luge share of theproduct.
Don't do it mules have capl..you or com get it cleap -otherwise it swallows all.

Most planners caught tight in constraint of limited capl
or we'd run out tomorrow. an they move upwardGood thing too

b

.

s.
they dream ofgetting curvary from this limit. Plan grow graudine,
integrated, comprehemine, masterly. ___Make no little planus

They forget obrolucence; need for staging; need for comply capl..I high cart. Sometimes get away w. it, but often fall
can... The bigger they are, theflut, have to bail out, -if they

hunder - I if all bail at once fail.

But

are

do w...it.
many -get away.- Eigns of big corpus

- migns of govt agencies

Fine for them--but not so fine for whole ec...not so fine for

2

1
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II..Planning the whole ec.
Capt, of whole is
In one.way

capl ...can't sell out, can't get more capt.__

flex.has more

laye revolving fund.
has less flex than individ. =

In other ways

expl, by govt. borrowing.

doing 2.things

if

Can that which is prudent in affaim of incin be

folly in conductof..an. cation?

to

run outof

can trump up factitions
Can ditute payroll by raising prices..

Nation week payroll by chibis wving sifegoods to insumos.at once : in comes in cash.

There go together. Replacing ripe goods is what generates incomer.
Most mvt, is replacement, or in antic.or in antic of replust,

Thus incomefugmentsynchronized w . flow ofgoods, I ec. works..
A smirkin queFor

your
MEWA Av

paying

-delivering ripe goods to consume, so inc, is real,

There is now a
fuel inst enough to employ all.

But now we're in trouble. Why? Mano planners

Idhaveforgotten 2d halfof how_nation meets payroll- deliver tipe_goods_
They've gotter hands on

of goods wd. take care
hands on tools for Ag flow of cash, I assumul flow.

of itself. (First, just recycled mowy

by govt. benowg; now, IM too.) Butspending is theeasy half...

3

chronic shortfall of real repline, & sewing
Ber. nation's capt, tum for slow



and volume K.T.
1

Rather than accel real rumover, we're leaving that
slower and songmeeting problem by

& AM
the same or

recycling M faster

Result: unempl I influ

1

1

4

1



III. How nikt, solver problem.
Ex. has themmortats. Self- regulating.

Yes, Va, there isan in hand.ww.

Cycles of very different length.
dayFrom one

are

To 100 you.
New ww. is drawn_powerfully into shorter cycles bysmall

chawin in relative costI
If I gr. cycle, 95 %⁰ labor, 5% drop in w.r.5% drop in w ....doubler return to capt

if 100 you cycle, 99 % vnt., 5 % drop in wit has nohas no effect_
net to caple

I ways ofperceiving

on

no

I can show with, but sted, he intuitive. Esp. theother

way. if w.r. rises. Iyn.cycle yields no int, but 100 gr.cycle, where Igrows to 1025, usdiff.
unempl, pull capt, into shorter cycles. In

you require less cap /payroll ratre, I souter up unempl.
goodsV

where you

Micro; subs. laber fer_cap.
Macro increases replacement demand..

51



TV What's wrong? lustl bias clogs_thenicht.
some eigs.
A Tax structure

Blue collar job

lossof welfare, union dues, insmense,
or employer

never called a tax shelter. Payroll

levien prop, topuurall,

Re capl. bionto longevity. Taxes deferred to reals24.
Converting ordy, inc. to cap_gains. Bldg. up agric_capl.._
& expensining it, - but defening TURM

B. Kiing chap credin onthe intrinyinority Biain to usecapl
zoming bldg cader, subdin corted

b. Regulatory bias, a-j effects.__

a Forced cons;_zon

subsidizing prematur extensions
area wide_pricing
rule of captime

tux,
on worker

E.
_d. the cheap credit on

Influ

expense loves of early capture

Coy plouberts, to convert ordy. i'ne to juisI for nymt aggraundicent..
subsidy

|:
6

c. Capt in hands ofpublic agencies, sheltered from interestcentr



|

Hydro
Firest

J.I. What to do?
1Give up idea of -7M1 an.

Remove bianer
peranca

1

1

7

!

1 1



Planning

Notes prelim. to talkofJan 31, 1974

payroll.
Cap is revolving fund. Recover, recycle.

Put. basiness, rule is:_

Cap.
Payroll

= No. of payrollpels. You can wait to recover capt.

Remember to get more too for interest, rent, mitels.
For lory invto., int.& rent > payroll.

So, if cap. = payroll, you can gofor onlyCall it a "week ".
Then with $100...

1f cap.
Payroll

to meet weet.

100
50

In 2 weeks

gofor onlyonepd.

you
& do $ 5200 volume !___

-Cecterally better, bes.
suppliers. But assume that away.)

can pay $100, must recover in oneweek

week's credit from employees &

need 50 for 3d payrollyou
On Sat, of 1st week, advance expl.
On Mon. of

payroli11 1ST

}

I week better beyin recovering. To meet 20 poprall.__

eitsup ulicupl., better jet it all beuke in time for Zei

Indir.com liquidat insipe capt, sale on boark.
Economy can't. Zew sum game - sell to ourselves Brady(Macro suffers from micrs in there 0.sum jaunes)

Ei. camcan only lig by delivering nipe goods
Not by selling green land, tres, cattle, minerals



of caple camies you for a week, then pd.
1/52_yo__ and tumoon is recip. as2xnover

so as

them & period.

If pl. is long, intunetbecomes griesti- laye, I greater
than payroll.

facter

Hh Kth
P

period lengtheus cap. required per unit payroll rises

2

If tumover is 52, then volume =
1

1/50

+L

For yuyu

~

*L

must be a weeke

Vol. = KXT.52x a you

52 K.JFKi, negligible,
K [ Ki, small]

Can that which is prudent in poot conduct ofput.
uffens be folly in the affair of the nation ?_

amaiver hen been yes. Nation meets_peyrull

2

that meet

by grou
int,

recovery, manly. If falls short,
cam make up by recycling M facter .. by A.G.

But this faith to sengule joach, słukdeas long
pipelines..
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Ratio of cas/ luben, highly variable

B.C. has some hi

Grouch", Can

__w/o mring more capl.
10

ones

grow

Timber & hydro

w/o ming, chewing up more ress.&

Temit. exp. is cap uning Rouch , cams ; forced decentraln
of frests; slow cutting cycles.

Fruit peddler does 5200 vol. on 100 capl.
Veg. grawer

days 100 vol. an 100 cupl.
7orecter doos on 100 y₁. cycle, does $1 rol on 100 cap ? 1.90 ?

No, less, bes, to make his capl. tum in 100

heeps cudding capt to it. By end of 100 yus, his $100

heyes

to at 1.2 % [2, 4, 8, 16, 32, 64/128, 256,has grown
512, 1024]2045, 1076 to
His volume per year is $1,000 ,

$ 102,400 ! Aay $100.000
which sounds lange, but is

only 19⁰ of his capl. at und of cycle. That overnimplifions,
and overstates his capt requirement CK =_ "̂-1(K etc.)

To meet net.
Money

but thepoint is the forester gets low volume per muit capl..
fertioni very low empl.per mit capl._and aAud

3

−

ripe goods Recycling M. is only half the
Must be mutshed by cycling of capt.

payroll nat. capl. must revolve.
comes back to be reinvented; I reis. is matched by

--
came helf.
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(socialism is just a suarlword to
& exercise radio new's jockup.).

suarlword to frighten Milden

7MP, in troika highwayjuggernautI mily. - indl. complex. Recycle M° Cor print it) I
avoid ripe goods. Leryther pipelines. Overerving the
problem.

W.

religion. It has gotten is into the
come

"In modem indly, research
In B.C. it's been explu , northward the courseofecque, claws,

highway, forests.
That has been our

mess today. Following the ec. crisis will
intellect.I religion crisis.

We admin. ferests to soake up capl. not release it.
Make it twice as ear -ming as neech to be

We have influ. bes. We engineered it so -beut our
efforts to A demand, & deferring supply. Raised_2
on Samuelson...

4

Fear of "overheating ". Demand w/o supply...
No problem when create immpl. mear end of pipeline,
qui in recovery

fur
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1

To use les capt:
a. Fill in blanks in infracte grids

Use land intenser.

w. internal fuck; explu, etc.
c. small business.

b. Change interest on capl. hangs. - forests, puu , luge_curam.

But replace old plant & eq. by
plenty of obsolere. w/o plemingit.all

all

-already have.We

Fauter replant. Not same as
new more

e.

-planned obsolese.
often. There's

plannt geased to cheap every & polluting
yen-quzzling
d. Remove payroll risc. Iallfactition paywallcits.

Themrortats. Les Va., here is an invisible hund.
Higher wages slow down replant. Riccndo effect.

1

Reforme inc. Fax - Fax accrues.
Key depen. to real life.
Remove favors to lory life , cap-uring indiens.

f. Fight A-I effects in utilation....

í

www.
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Premature

Full empl.

1

pumptive imus.

no

an small planet

Environment - stop palle,by

&Energy - cap.me is energy use. Industry _Bundo. Hiways I cans.
Primary metals

Zoring ito.- remove cap. requirements for admission.
by paying social dividend..

Sequence:

means other than eaph. reg.

d. Renerate inc. w/o ripe products by bledy pyramids
_b._Cap._not_ recovered in. falls & funts._I

to solve.c. Fech. recycle M
dr_Prices rise.

6

But no AT to use the M

Water capture.
subridy & farm land dar., inc. rax. Gross

7 reezing capt, generates inc. but no ripe goods;(AV,but
AT)

payout..
I.W. program of immed gratif, defined supply impact, defered

Unbalanced program, to where por improvement Iuse lays pou ."Double

"deferredpayout" Helped maybe by limiting entry to makes as agr. does..mbis,
Defening retribution to competitive supplies , is defered payout to economy.

4



Various biases require he complement of cap/man.
Then another bian is to fullemple, at Fed level. – by AMV etc.
to.

100

95

a. We get SMV, & influ
b . Hi demands for capl.

ran(c. We also demand med lund &utolsper man.

tee Pittsburgh talk, that weat beat

This rally.expos

when luber is 95 % ell cast, wage into count
e v.v.

Can

Logrolling, Too many starts too for completions. Needfullfunding....
current

Too much cons. A unripe values is inc. to indir, but
Indiv. benutss it,not to societu not current inc.

anyway.
living his off the old comestead

Locked into lory asser;(Wire bailed out)
S &as in churchof 66

depositous edit withdraw, as i. rose...
Who are

Owners of loy capt, can't withchaw it.
This can't reine. at higher int. Redund flex

7

depositon of whole system ? Owner of capt.

Iustus. fonce cupl. into longer ferms. Where canir
meet nut peynall, doesn't ee, goes backrupt

meaus demand for luber bulls. Compl. falls Etc.
meanmean er,
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1

Cap, is a storehouse, w. deposits Iwithdrawal.
"Payout_pdl. " is lay betw. deposit I withdrawal.

Cupl

Payroll ratio is no of weeks that

new

you

Deports of capt are

Manner of deposit determines rate of withdrawal.

so

Payout pd.. must not exceed Cap/pepall reeta.
(and payrall he is short for allex cach outflows)in of

cash flow crisis " of new blogs.

on...
On lory inuts, payout of orig. capl. is much later than

simple- minded"break even pt.' that ignores int. ___E.g.
blitg., "break even" in 9 yrs.,_but its mostlyoutly it.

comes back at end of life, just as on mortgage.
(That's why they call it "i`s come propty.")

Principal
eun-n.

consuming...Inc. is for..
most people don't.

You

cuit count on it.
may choose to have some

so·}

I low of cash is not what
flow of recoveries

flow of incomce - creating mut.
maiuterin.

w/o

sou.
cach above income.

-payout.

discretionary; withdrawals are not.

but

backs inte paypall, but
This become the

This is what we must

Cons. drewn't create ime. That is master fallary.
Cons, removes goods from shelves. Replining the goods creates inc.

8
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Capt. advencer subsistence.

Replant. demand is most demand

Bogey used tound to be supply wan't create oun elemand.
Now bogey is demund won't create num supply."Overheating"

W. replacement demand, it's the ripening of supply that
creates demand, so Hey are balancal

When payout. is Amana fast, demount creates its ann
healing.

Payout pd. is cap. recycling.pd.

Value of capt laber depends

Each time it turns it combines w. laber
Mill said.

supply.

Tumover is recycling frez.__

on how cutive it is.
labor "set luber in morion "

Kendrick showed Az_Capl per wit luber ; also U.S.D.C...Ag

Problem. surplus luber, searce capt, land, I ress.
Goal: sub, laber for capt. I landI ress.

asum of fixed propus.Obstacle :
solu: mix is sensitive to prices, I instul bias

9

no our
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1

Davis, pilo

some Bians to use capl..
-1. Forced cons: zoning, codes

2. P.W. autg.; reg. bias, a-J effects

Portage stams pricing; imperialism ; expenning land-grabbring losses.
3. Plawbacks by corpus.

liquit. aggrant.
Inc. tax bias.

4. tubidy by low i
5. Lower inc. tax rates our cap. than laber, esply related to

lory life.
6. Jufleur.

If houses lust 50 you, replace 2.9⁰ a year
100 190

10

Use brand inste Blty of given vihue, & sherier life.vinice,

1



Intro

50 minutes

Trowth,jobs,( simicity) in a smallplaner

tedious

more

Vauc. lust, Feb. 16, 1974

I speak only as put. individ.
Thank each of you forgiving

Toal of table is to survey
people, to soak up unempl
Milton prayed

you forgiving me your time. It's quite a respouerbility .

What in me is dark,'Illumine. what is low raise & support____
That to the height of this
and justifyL

Ā. Neweas. has become new dismal science,

how to combine limited ress.of theearth w.

assow. problems.

countermeas

We face black pit ofproblems, summarized in distemuna of
infla w. unumpl.

New eur, taught

eat cucument Iwas assert eternal Providence

nathar, hope I maynot
finish by 9:05 cand,

Today,natha.
V

the gen. now in command that echie happen.
There they stand, steering theslip, bankrupt of ideas,

Attaiwa follows Wack, I Wash follows Pavloviaus reflexes

leared in grad school 30 you. ago.
to soak up unempl. Most macroers, is pedantie

embroidery ofof & circumlocution around that theme, - ritualistic__
New ers was positive &opt. Now regutive, scolding, admonishing

public must learn to face hand choices. Offen bread, but a stons .

-Iron Mr. Effect was to cure inwemal.
Crime, welfure, society divided nighetmare sarietyofkidnappings I;

Hot

1

buspelf

shortages - I paradox ofshortes coupled w. unempl. Theeternal
why can't those idle men to to work to meet those shortage ?

V

Field dayfor fatalists & execapists
Teghudocical

Neo-Ludditer, inevitable superabundance. Determinists, like Marx.
Malthusianus scarcity.
Nihilists now exorcists.

A

qu

1₁

-



L

No need to despuis. Old ideas had to break down, ber they
This givesoppy to replacesuperficial. This givesoppy

and have done from boy ass

better ideas, as we

Time to begin again

B. Growth

Boomen have assoed, empl
Malthaiam

"growth "

say stop "growth "..
But growth of whout ? No one says.

We don't have to divide into growth
grow in diff. ways. omCan

W,

humanity
earth.

W ,

cau

It's a fulse

meausGoal of this talk, survey
or less land & capt, per man

no-growthei

Now we have idle luber but expensive capet & land &primary
products.
mix The a

to need to combine each man w. less land I capl. Change the
ec. std. be able to do.

very thing flexible
as we cd. retool for was in 1942 quickly, given the

urgent incentive, so now we can retoolfor jobs.
Just

as eest, wd, may need to subit. laberfor capl.I landI pufer , combine land I capt. more laber,W.

w/o chewing up or fencing offgrow,

vs. no

issue.

Thus

so much of the

of ming more laber w . land.
produ...I cous.

2
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Then I demand for laber w/o newly Ag, & perlaps reducing, needfor
land witels.,& capl.

menfane,This involver some thing that
your logmore labor

and one thing that is less obvious, but equally implut. I
I return to it again & agains

laber
you given capt, by

turning K_faster.
Newspaper, hold a day's mny

week's

MaBell
more mouer

are obvious.

combine more

Weekly may,
Popular boots, yis virg

Until cash flow balances

w, a

Achourly y's ning (on ave.)

more we

out lays, you constantly weed
are a sick of cupl. Pleach an eq. where you

flow in & outhold a stock of capt, that is const relative to
The longer before payback, the larger that stack is --& the

int.___ Ifpd. is 5yrs.onmore of yo. cach flow goes to pay
so halfyr receipts go for it. you are cap! intensive .

3

Every nuw. creates jobs = itself, the first time But

for sustained impact, cap. must heap combining I recombining
Active capt, has hi valence

w. laben

byvrecovery
I remv.

fact

combiner w. much labor. Shugishe capt, the reverse.
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2
A Where are jobs found now ?

(1961)
In explu ?
Forestry?
MzMfge

"Services "

1.4 % B.C, labour force in "uuney", including explu.
3.7%; some better

20 %.
61 %

Persond Services

Trade

2190
17 %

The neaser you get to consumer_gmily.
We shd. put capt, where the jobs_

efficiency of capt. I land is a max.
We

Pulpmill
sawmill
Sawmill & sharewill

the more laber interni.
where the job - creating

Active capl.; intensive land_

one

MbMks, not
Sawmill & Woodroom operations analyse, says

homog., either,

Laber Share in careflow
112
128
.39...

Herman Kemperman of Castlem,

4

Yet we forter explu. & pulpwills bes. they create joks ! It
seems that that special pleading based on job -creating is used wit
where least true..
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r

c.

which are

B. Are cap. I land requits per job the same ?
Wanner &Swery, & N.Tur sayso. afrand

No diff as can be.

berries & tomatoes wieldCalif. ag., $1500/une, 100 timer

more than drylandgrazing. Do they me heavy im? No₂ are heavyonheavyon laben.
Water users gross low : ind,partus, $18 ; vice, $168 ; alf., $144. Repeat in Okanagan.

Mile indy, I ranked by intensity, men per
men per & value.

so did least intenceThe most intense used 10 %. of laber I
to where the diff? In value of r.e.plant.

had 6210 of valueLeart_inture.
62 x as value permuch plant

But this brought out another poña

less effic

same message.
the massage

Wd.

in

stand on head, secycle in

*

repeat

usman
most intense leed 19.

Other date,some finding

So I managed data more, got computer to pereunk them,
a dozen

creating jobs are bigger,

# the finms_

bigger, much bigger.

LI always the
not in

way.
The message was in the facts,

Zutune 500

U.S. farms .

studies in B.C.
pattern beginning totakeshape

Meautime in to encourage empl. encourage the things humble
Avoid statusį

people do small firms, laber-weing. Vegetables,
& snot appeal things. Werteful things. Landgrabbing. I sie in thesky.

6



3. _lustl. bias

inounelves

a.

-3-3

1

might have said.
We subsidize most where job- crentingeffic-ofcupl, is least,and inways

such asto make it lesseryet, to deactivate cupl. keep wealth ment, chuggish, and turned in, (over)
Look at fine things we do wrong a very few from

By perverse instinct, all the bias of intus. pucher wrong way.
The fault, dear Bruten The best place to find fault is

on Spin
Wonderful. We can do something about it.

on

long but

Needrir be passive parwas of primordial powers,

A Laud

1. Underure but land

many
a.Taxes Light takes on

use land
werthy't hingsyour tas, werden aucunt.du to

_Inc. tax exempt

defer in U.S. also probly

study needed

holding hand; heavy twen

imputed in .
accrual

Even realized gain,
Also probly in Canada, bes, laws ar

are a dozen

gurly similen

6

ways
but

Holding corts deductible ? Not as bad asin U.S. But the

1.e. if you money

to

aud her

core of equity capl. is "implicitly expensed "
bank, pay

tax each you
on int. But if growing in aving ingrowing

piece of land, at comp int, no tax until realize, same as if received, counted

as inv., but wroteoffan expenses. Is another way of perceiving me to why it is aas



incestuous, introvert

endogenous,
narcissistic, inheed, torpid,minimizing it's

luber.
combining

|



Tux

of we do tax or capt,westd. ruxitfor standing still, (as the [2
laborcyching and

de
employingnotforforpropty. taxdoes) and ust tom

4
the income and sales taxes do.

pinilege, not to pay on accrud.
tules tax? Not on rent ; not cap.gain.

b. Zoning. Forced cous.
lang

Crown,policy...
Hold crown timber for pvt. operator, in TFC.

Crown bears holding costs, saves tinker for delectation of fevered
firm at leisure.

old temp tenues; avoid enthing bus. then land
to hold that idle, tap higher o valley.clown. 4.reverti to

il
"Principle of efte_disadvantage"at work

I OTTS. also simul remit propty taxes on feesimple land....

but thatare. give flavor.many more,
to buy Ihold much landper person; use slowly Realizu of
Abe Yous mymoutIdiscourage mort

laber.ince, the thing we turnis precisely what employs luber. If we do tax

capl it shd befor standingstill &growing on itself, not for combining w.
Aha! You say, but just buying lund,just resheffling

deeds, no real social invt. there.
But there is. Take urban land Lowes

density. causes sprawl.
more

Requires
Louger lines,streen. There is thecapt, requit.

Density low, over

infrastructure, public capl.

half the cort
not the treatment plant,f...now so

sewer service is in the lines

not the laterals,or house hookups. lame for water,



Ahe ! You repeat, but that makes jobs, True, but not as
It's

frontion
expansion.

of the capt. wd, and that is theusesmany jobs as other men

point.
P.W. are

capl. in
very cap -uring.

vem lown.w.
1

are deferred;
lage surplus.
much deferred∙pay interest.

How do we know if something is cap. wiring? Laben
producer capl, so what's the diff? The diff. is, if benefits.

aor
plus over cost_to.strung mut, then the object has to yield

pay mut.int. to If benefits
at all most of Palue - added is has togo .to

The job- creating effic. ofW

100 yes,
to yield 7.2.20

10a tree, w.g. Money doubler every yss, is if he taken.
theme for every $1 of cost, need 2"⁰ = $1024_ofstumps

There is subitn.

a machine, on other hand, may only appear to displace.
labor bes it is storedup laber itself. Only yields much to
the banker if it lasts a long time.

Criteria for esp-uring things.
1. Deferred payout2 Most cost is interest

8

3. Produ, is sensitive to _____durable goods, howing

4. Small crait replaed each M.. -e.g. 1 % offormer
like dams.5. Laber employed in bulger

6. Instalment to retire debt is not much higher than inte undeber.
or

1. Ownersademand special shelter from int. I Fuly-propty



P.W. have thosequedition : They
arean a sink of capl. P.w. us

unemple is aforumeramy policy. I first roundmakes joks,butfreezer capl. so can'treageleI reboomerany - rep.w..combine w.la/This brings me to another bian

The cards are stacked for them.

!

1

(true of pr+. utilities, too)
internally foued, low i

but that's mild efd. to Fed, money.

- no prop. Fax on capt,
food.by public bouch, bonow credit rating of treasury

miguel, lives are under written by rich teritory
extended

Eg. Hydho

water on.
de a good one)

eit once.
Too.many

I owners bring

foryone conclusion ayoutguld,oftersawayofsprindehing letywill
( Ben/cost sprinkling

hopeby low or we

which

Not syncked., altho complementing.

Esp. true of put.

- often, no sucts. at all just build.
logrotting pressure, bes one adding value to put. land

bring pressure.8"St. N. Am.System of

-partial finding, to satify many MLCs an MP3
Result: N.Am. is the half-finished continent._

stark ; too few completion
lange need for anserated caple Lage inproviding it.

une

9

- trunks alread of feeder- public leads_put_

ofpension finds,

way lose votes
may

agent of imperialism, grabbing trade territory
utilities.

templation to subre, overcapacity for pricing & rationiny
Clair Engle.



Result is seen on Univ, Campuran - brick. I morton bim.
Vart grounds, he underused bldys, I underpaid
personnel.

E

U. Vic. stadium Locked most
alberd er student caretaker.

$2min cost?

internt.Anysimt. Paid vacations, as
well, suver than that on

of time. Bees.of can't

Face over 40 yrs... 9 %

andproducing energy whes expl

("work commitment bidding")
The

the sun comes up

Public is so lavish of capt to tight
-Hon.Curtis

inquiring intosuturies.
w. personnel.

them cheap.Cup_costs are invisible, impersonalin We don't give
capt, - it is clear. But we give them clear capt. cheap. I they treat itso.

sure as

rainy days ter.

so how to sink caple of to create furvest
- heavy comstu . Demus, highways.

blog alread of demand.

= $ 550 /day. = 3/4 is

jubs?_

- cartels, which provate ourqur & excen capacity
exploring for minerals way ahead of need

-underwriting subungul pipelines

10

holding back ringin timber
doubling length of logging roads bypatch cuting
taking menad timber while holding buck_good
hot house regional devent.", forced decentration.
block rates for power. Berndo study, evnergygan w. capl.
give timber a on condition of bldg pulp with..

very thing we subsidive,public &put.
[. ? omit subridy toput. capt.)..
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1

4. Result is accelerating rise of capt. & lundper jobs.

Fear of growth misdirected, us pop._

19.50-10 pon. 1 35% electr. power A 500 %. It's not
ww . of people, but assord, complement of cap. I resource requat. that
are risme.

23 yus.
Kendrick 1899-19.53, 100 % 4 in cap/luber in 54 uus.

1948-11 150 % sComm.
Rate of 13-4 timer higher.

other

and they left out infrastructure,etc.
demands a TVs etc.M.And Ar

And howing Nouvence se nation of tenants. Iread the
way. undoubling lower demity.

VS. I
_plant_

New uph.
have low energy effic

Not same as A effic. Cap.&land have cort, tow.
energy effic-_ _Opus.on eu w. highest laber_eff..

Alum refimiz_
under10 in fabricating,

to sto kwh per &value added
nuring a home, or woodworkingor

"1

of

·Acimoe & techu,respond to prices.
Not inevitablein Result of growing mstl. bias._

Erg. income Fux . Share paid by laberg
in raxable inc. in U.S. grew, 1939-63, from1939-63, from 86 % - $190.
Inc. tax has become a payrollpayroll tax.

There is also

again on setail purchaus...

I

payroll tax as such ; I wages are taxed



1

~ share.growing

And capt- of big multinat. corpus.
B.C.m

3

Cap. in p.w.

branchplant ex. means

dr...

1ļ labern is

p.w. also CA

Zector wisis infact sensitive &
95% I remove payroll

L We know what

Widell found senne in Wis.

sensitive & responsive to prive .

if cand is 95 %0 & slap
opre. becomes infeasible

I slap on propty, tax, cap--ming_

forest firms keep saying
as

Fax, double return to capl.4

Eigs of good nirts, hi eff-of cap. in makingjetzer

Vegs, benies, pouting

12

Things humblepeople do, immigrant

small bus.
small homes, remodeling forquick results_
Sawwith wood shops

Opporite of p.10 list.
thing where laber adds thevalue.

-



1

6. Goodpolicies . (a few)
A. Taxes

on
Inc. tax.

ZATAWAIZEA JAN

ined tax wave I salary inc.
Remove all shelter for propty. inc. Low

Prop, Fax.
drive outcap. the more... accept the feut it will

way out of cap. uring thing -if.
put it heavier on land
*

But

B. P.W.

Stimul, make less propressive, A incentives to work.

decrees

sules tax.
beffect on the
Chive fate of England, which has done just the

reverse of what I recommend. 'I look where they are now .

c. Resources.

we want to tax cupl, at all.).
Crax itfor tauding still,

notfor artwating labor.
Redure. To raxes capl-for recycling...

apply wkt.i ini.
Reverse the bad things listed above,

Demand quickpayouts.
-1.9

_Opunte w.smaller inventories. They swallow eapl.
Stop subsidizing. Let price rise, to level witzt__

Won't hurt empl. much.___

E.g. water. Sean water, frus. get moreface

(3

not less.

1

I

I
I



4.1. Macro benefits.I counterpunto

Raising the job - creat; eff. of capt, means, more_s reinventmeantrecoverys
Most new, is reinvt. Reni, comer.

fust. Depends notjuust on Q of capl., but tumover.
Thus. A

aggrey demandfor laber..
There is only so much stock of capl;, but my amit

of flow of capt., bes, can_A.T indefly._

from invs. that comebucke

Recycling M is too eary. Appears to simut., but

faits to convey realgoods to luber to advance subsistence.
Recycling realcapl. facter, Agross wut. is real

A spending matcher 1 sipe_goods....

8. Orker benefits
Stop pressing

on timit of earth, Lother nations

Enjoy benefits of growth w/o so many eur-with, by
using less mitils.

Encouvyge home owneownershing

Unify society, avoid nightmare of class warfare.__
Capt. becomes more complementary to laber combines w laber
more, instead of being withdrawn, as now...

9. to this.
or small planet..

employ everyone

14

full emplno need to despuin. Came
can begin wit hasthe hanno right herein B.C.

V
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Atuair

Dr. Duane Chapman
Department of Agricultural Economics
Cornell University
Ithaca , New York 14850

Dear Duane :

There was a typographical omission and displacement in
Table 3 of the paper which I presented at the AEA meetings . Please
be sure that it is corrected prior to publication . Beginning with
SIC industry 3312 and going to 3391 , the table should read as follows :

3312 Blast Furnaces and steel mills
3313
3315
3316
3317
3321
3322 Malleable iron foundries
3323 Steel foundries
3331 Primary copper
3332 Primary lead
3333
3334

Electrometallurgical products
Steel wire and related prod .
Cold finishing of steel shapes
Steel pipe and tubes
Gray iron foundries.

3339
3341

JWW:mv

Primary zink
Primary aluminum
Primary nonferrous metals n.c.c.
Secondary nonferrous metals.

3351 Copper rolling and drawing
3352 Aluminum rolling and drawing
3356 Rolling and drawing n.c.c.
3357 Nonferrous wire drawing etc.
3361 Aluminum castings
3362 Brass , bronze , copper castings
3369
3391

January 16 , 1974

Nonferrous castings
Iron and steel forgings

Sorry for the inconvenience .

3.91
40.64
2.26
2.82
1.42
1.82
2.63
2.82
3.27
2.35

12.49
51.68
17.89
1.35
2.39
4.11
2.74
1.42

John

1.45
1.11
1.30
1.23

Regards ,

30.55
105.98

14.

9.46
10.41
5.11

18.09
21.79
14.39
49.96
59.40

145.06 .
133.47.
37.81
18.83
12.58
20.89
12.73
5.36

12.76
9.24
7.59

25.56

Wilson

}

A

:

——-



some of These aresott one notch off -J.W. is sending corrected list.

Energy efficiency, from us. 67 Census ofMfrs.
re some B.C.

products.
In kwh (and kuch equivalents for allfuels andfor heat &power)
dollar ofvalue- added by wifg.per

High | Logging camps & contractors

Pulfulls
Papu miths

Low

Sawmills

Petrol refining..
Paving mixtum

Cerrent, hydraulic
Rück
Lime

Primary aluminum

(alummum nothing.Idhawing
Best regare

Fluid with

Frozen fruit & vez.
Costries & crackers

Your mill

Wool weavin, wills
Millwork plants
Wood fummitam
Book purting

1
19.4
66.9
63.2

12.0

83.1
54.9

169,3
119.7
230.4
+15.¡¯ 133,5

20.6) (la)
101.2

8.0

8.2.
1.1

8.3

14.8
2.8
3.6
2,0

Rank

10

14
13

8
15
12
19
17

20.
18
11

16

ľ
6

1
7

9
3

4
2



shares of electricity consumption
Reside : 1/3

Nonresid; 2/3

Growth of electr. use, "typical Am. home."
1950
1910

+

2,000 kwh

7, 000 kwh,

3/4 ofyouthof grouch was due to A demand per household.
only 1/4 due to Ano.1/4 due to A no. of households.

But no.of

$2,000

per cap.must have Ad two, bes.
Ad by 35 % , white resid, elect, cous, roveU.S. pop.

Only 35 % of this A is due to À prop,i

Major domestic
uses are space heating, water heating &air condit.

If a home user 1.000 kuh, of this vs.
inf...by estig. yearly rental value. Suy $ 3,000/yr.? No,mfg.

ood /y₁.
7,000 kwh

$2,000

3.5 kwh

by 500 %

er 350 = 7 %
500

emegy

we can of.

per $ of value-welded. That's

very.
every, so say

low cft. to nif....But the wifz. figures arefor all
7,0 kwh for homes..CI maybe more,

bes."space heating is the big thing, I mostly nou - electric.)

to ruvid. use is smoclucate, not sensationally low.
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Excellent source mtil. for talk.
Wid. 12-8.11

Thume.. Full employment is attainable, and
consistent with than univonment reflecting

sovereignty, other P = M.C_like_congestion chauper, sund
reduced extraction of primary product if neeewary.

I. Full employment is attainable

A.. Benkrupting of present leadership (intellectual)
Insert 3next

1. Chronic unemployment
2. Influ.
3. abandonment of free wilt; resort to controls,
4. Inability

consumer

to find substitutes for territorial

at every level, to maintaim_guuch I impl. Thus inverting

bork envirmment freign nations.eund

expansion,

5. Stupia remartor ((;k) . New dismal science.MerFordet

6. SMenture of land capital. New discual science. Man simples?
1. Chronic inemployment.

only

general malady .
someone this will.
creativity.

Worse than porinted. Politiciration of BLS is
the pickle.want on

a mureNon fulfillment of human beings,
Anxiety about keeping jobs. Soing

Grouping for security, suppressing

selling out ideats for money.



NOT fit
und life.mich

See Pilt Falls

- 2

SUAVE

Lide batterie1

that man in his natural state
to survive. Must absorb umum capital until

Long apprenticeship.

think about early retirement.time

Semoration

Atiterary empt.
Ponadogyni,
Search of Werfect

thicierempi. Cincruang

zij nesula
V

(including cromatutina

1.



Important Why minerals are really high-cost today.
Must qualify mineral picture. Rft

show declining terms of trade for
But this is mis leading..

a. We now use

felt by production.

more with -primary product

function. Transportation,falling density__Fonedwon of7M1, as resultgas,

b. Full social costs of primary products.

zi

tax subsidier

8 other biases to

rater

most...primary

environment .

mi it

ex

bias in xptu, inxpłux iu
in get

are
and absentee owner ofa

3a

not

'it
Large shave .
allocated to
minurah.

This may be highest cont
are forced tinte imperialism...

owner of micheals.
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2₁ influ.

inacio get

many
I spend

and responds -

-3

all the soph. modth L rationalization of
one basics when in cloubo, createbeute

Real activity is infinitely malleable
The touch i demande Contul

spending control all, and w/o trouble with detail.

When activity faits to respond,
activities, leaving unemployed, leaders

talk
They start rulk of walking tightroper.

Quinfrom Pict

get wrag
baffled .

But when your falling

a
are

off in both directions simmal, there's no more mileage
Need atightrope. new act.

more mileage in that

evenThis has nothing to do w. enviornament. They ferited

w/o the environment problem, Now Thin maine contribe is to

waggle finger I say don't shake the wire.
little basis for knowing effects. It
rather than the ee they.want to

Beet they have
be themselves.way

keep on the wire.
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~~ preside

political
3. Resort to controls, compulsion

1

Betrays fuiture to make wik and by now,
orpublic has forgotten that is what we were promised,

that is what weeven. wanted .

-4

the Carpenter

meuThe vewJ
over it's and

an

who
preached free vitet. nore
weeping like the Wahn 2...

They go

|

I



4... In ability

wild lands

find subs, for teritorial expansion.
At urban level, subsidies to hiways, sprawd

continental level, fed. p.w., constant invasion ofAt

extending oil I

neo
mucantilism.

the sword

-game..

inter
at nat. level most dangerous of all,A

.5

Hiways; p.u., regulating bias; water works ;
zur lives;qua

mot

Import pimary product.
employing in themen

depending

EU

Own them, Protect w.
a dangerousess.

process.

Instead of being world's safety value importing menU.S.
we now rectibct immigration and grab the world's univuds,
acting as chief provocateur

To avoid incineration. If just more Vier

Noms, need to release our aggressions at home, Canada car
show U.S. how.

Macro today retains lage heritager from
Warte school & manifest desting school & growth school.i

Need to punge

on warte , expension,
those: find policier forprosperity

controlled entively by growth.



microB. How a free market attcias full employment: wiers

1. Variable proportions.
Land & laber.

Lower w.v., apply move labor. As usually presented,
to

looks pretty dull_I limited, requiring large drops of w.v,
actieve small sempl,, more redistrib, han allocativs,
tool of kept easts. , of laber...

Fallacy of
imagination I drewn.

animal unitsi,
tor

-6

For citrus

Calo agre
G

olives, more in tomatoer.
The difference

For partire

Citrus gieldh

:ficed propus. perails. Reflect lack of

internt

same land

$5,000/y₁.,

is

:

.q

.

Very sensitive w.v.,
entre, perceive laber an deaner,
brings less Lexcise tax) .

i.g.

can

25

$ 50./yo. carry'sgros....
100x. as much in cities

4500
Foor

non.

"}

land impiet

Output.
+

= .90

a

1

1.8.

more rent, but rent is highly levnaged.
but

equally taxes etc., that make

land as Meaper ,Meaper, or output.



a
very(And it's notit's not

ofsmall acreage yield
where the water goes, either.)

ludy, datu ; Milw ; for time
How A

Refer

Rank by EMP/Laav , top

handout.

-2

3. lastl, biasl.
Entrep.. perceiver

2. Variable propus : Cap, & laber.
Guveral. If laber is 9590 , small drop of w.v. draws in investors,

Effect of i, an durability7.

Requires excursive

most

cases of

10 %

tax bias

Cal's

laber as dear land s
excessive adjustments to get employed.

Refer

output..

have 22%0 EMPL 2 % Laav
(Prelim.)

offeet of

to

cap.

handone

durabiling.

Meap.
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4. Why eap. theory approach is necy. in U.S. ec.
In Venezuela, Suatemala, etc., relation is direct, we

,001 %o own...create unempl. by pusting laber off land.
999⁰, and don't me it, it's pretty clear.

In U.S., more complex.
subet. lunds by extending ;p.w.artif. abundance,

Burwett & Morse,
is central,

We reach out for
Artifi

scarcity
Land not an absolute constant
But relation of later to capt.

C & [
C. tot bine Free Met. can attain full empl : macro,

Distinction of arbitrary.
Gion inv. is the inc. creat's exp.u

now seen as

today

As J.S. Mill said..
II. is mainly replacement.

funds to reinvest : motive to reinvect; and goods for
cons, to buy, stopping influ.

&

Mult. thinking made net I the judo expert
This, plus old frontier imperialison made "growth

Buty Implied changes in I were curtocentral.

Recovery of capt, provides



:

Instead, R is incles , and sufficient. AK is nice,
We can do nicely with whatever land
here, and whatever other constraints.

-9 -

but incidental,...We can do nicely
and capital we.

adapts to
No tightrope, but equilibrating mech. that

effl. charger, clear primary product, only

au

T

constrant

1
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.D . Inoth, bien.
1. Take

-10

refer to handout

|

1



C. Urban

T. Zonių.

land come! often reppented in

...per muit, find subs.

-10

boomerangtrong e ởl
A

Forced land cons

pucking highways, steel, comment.....
4. Bias vs.

extension.

Reading Faol, Eall man kitis -..
"Low zon; ( & other faced

sationallyMe extractive news, we react more
Re land surfou react perversely.

But they fence cities to spread out.

namo of consu.

2. Tax's bldg

3. Subricksing cutes. Most sess.are used byxptn . cars ort

hommity not wronttir by lows:Numer.
_6).No win caseson clas of Me pricing & rubridy not practised d ! man uptem traxed

mass system , a) horonty.
5. Bias within massmass system vs. center for fringer +_

hock waves

me to conserve, the less, get more

Teritorial Imperialison agam. __turity_

This last is more than ubem.
enture xętn. networt

prenseitin, subringent. imperialistic fringe...
utility rates;
xail rutes, etc.

E.g. oily7

highway_finance ; portal service ;

clear out to

_Dumity not rewarded.
Chauasteizes our

wilderness

collection...

air lin



1

D. Minnal

1. allowable system

Restric use

slower.
Max. titillations offects,

reserves,

E.g. drilling in_gulf.
Forced capt. input. 4 wells to do the work of

really make work, bes. As capl. complement - see app. II._
2. _Prop assmit.tax

-11

4.

of better_minerals;

3. Import restuctions

better minerals: farce

Lower asunt. on langer holdings ; bes

_recourse to ingul...

Lager owners have better minerals Calw regresume)_
So explu. creates aNo asumit. on nou producing wells, capt,value, not turul.

On would basis, prevents

recourse to margins.

areare
&-timber.

Prive to autarby. Every uution must have own

& And every finn insideI. vert,with is

&autanky of firm, & autarby is
res. requests.Magnifies aggreg.

nation —

to be med

use of but, ficces_

one. Not

~~
every

vet inte of nations)

Biases to premature exploration

a supported price, artificial scarcity_

b. Expensing expln.
e. No Yux on accrund



1

que access.
d. Other
d..

app.IL

no...

like open

e. Other - see p . 341. & 391-97, for detail.
intenive.Explu is highly cap.

Finders keepers

5 .

-12

no rule of capture;
under assunt

}

Mere spending is not make- work..

_Big_

No deply allowance; _no

new.

Biasvs. recycling

Recycling is laber-meng; quick results_

field - wuch interest.

rums.

& now tramit.

access :

ju

On public lands there is

Not make wak

no.
ve cap gem Mrealimenti, no

exemption of accrued from

power by preempting minerals :

__myut I avoid personal inc. Fux ; ne

public inv._

expensing of cap outlays;_
tux ;

6. Brias to forced consumption.Auti- difusion laws...Am

creation of nutzt.

plowback of profits to aggrandize_

leverage of put, aur_

The oil- auts- highway lobby
Bias us, mass tramit elevaten,

Wass_across Pacific Enermain freeluue

|



.

E. Agric

fence

I, soul Bunk I
recourse to Worse ..

2. "Efficiency"
en memax.
indeed reflects position

-persons...

Reflects a way.

desirable

-13

successor

Tobacco

anof labor.

Remove landin good areas;

quotar allocated by cty, can't migrate.program --- quotar allocated

ThisL.e. set M.P._ land = 0₂
some of wealthiest owners. annual A + tax shelter offset. h.c.

way of thinks that pervades_instars.

names.

defined & conceived wholly, uncritically

Amory other things.we subst. for laber que

Poisons, in tum, make farm homes los_

3. Highest supports to land wing crops to land outside
the ath program is held back, waiting foropp-to jump in when is a chemes,

4 . tote No taken in luger fermen

Reguerie assust prop_tue.
ShelterNo inc. tax.

The accrund to also offrets h.c. of land

non

wealthy who can wait.

5. Subsidy to invading_urgul_land.

farms cuc, many ways

for the



E._Water

negative price.

Hydro- imperialism....
Rule

resourses.

eats up

You disadvantag

Premature devint.

I. War

weding instus...

Idea
_TV_channels; utility service areas ; franchised dealerships;_zoning; etc.

G. _Effluents

-14

of capture run wild.

No consticunt an

2

to capture.
Time

of prescriptione xt. common in mait common in

same w.

Positive incentives to pollente

I. Io estist to pollecte in future

To

won, I need was.

Positive incentive to me wh ---a

to capture .

SUCEnet Pi when derd enough to capture

And then uses resources.
fr for

_the land...

International Imperialism.

Necessarily follows from sum of land-grabbing land

Our circular philosophy. Need

many fields : Par airlinecontes;

envission.

drive down selling prices surround's lund

resources.
w. xptu. Spread out to cover land & thenm xptn



Lething.
orig, witch.

L
is great..

E

a bldg... last longer gets more servive
This reduces, dermaged for extractive news.

from the
But

The econ. Ain is not long life, but slow results. Long life cachieved free

service from

of9.
|

are

û, Get less service

b. -Require heavier intrls...mit ally

from site ; I huve nitcbs. of infra structure,

recyclable witch,(such as theyare.) fa..*

By recycling a site

at much great cost

C
Hast Remodeling recycles natres of origs beds.

d. You really aren't getting any net service from the witch.
holding site from best me..Are

gettinggetting.α..diservice, by holding site.
witils._ used in xptu

Mirks.

is wa

you

Requins

produced by laber, too. If you take steps to_
A laber where up.I down the line, faster stuit:semival meam non.
demand for labor.E.g. subst. labor for logs in mills.

d, (again). Orig. mitch, may be worn out. Lead poisoning, rats,
_allugier Obsolete.

Analogy of aut generator chasi's , &_movable parts... When

__you rewire-& overhaul generator, love some miel.___But_are recycling

_chassis,
_save cost of duplicating it for out,



RESOURCES FOR THE FUTURE, INC .

Inter-Office Memorandum

To: TRED

From: Mason Gaffney

Subject: 1974 or later Conference

At our recent O'Hare meeting I was asked to submit an outline of the topic

I have been trying to develop . Here is one , surveying the full range of what

I have in mind . A conference could only cover parts of it , but this is a

unifying framework that would tie it together and from which individual topics.

could be carved out , and from which you can decide if you are interested in

the topic .

I begin with a premise that macro policy today is at an impasse . Its

thinking is sterile , locked into trite patterns developed decades ago and

degenerating into sophomoric quarrels and trivialities in practice .

policy has overloaded monetary and fiscal tools which no longer even offer

us a choice between unemployment and inflation , but give us both , making the

new economics into the new dismal science . Free market solutions have been

blocked out of minds in a marathon spasm against the misleading rhetoric of

Herbert Hoover , and not really examined on their merits .

I. Market mechanisms for homing on full employment .

A. Micro.

Topics

Date: 1/29/73

1. Variability of factor mixes.

land .

Macro

Data: comparing industries and firms .

b. Relation to concentration of ownership : regressive use of



RESOURCES FOR THE FUTURE, INC.

Inter-Office Memorandum

To:

From: Mason Gaffney

Subject: 1974 or later Conference

TRED

Bo

2. Sensitivity of mixes to changes in factor prices .

3. Mechanics and theory of factor proportions .

a . Rapid turnover and replacement substitute labor for capital ,

à la Wicksell . They also substitute labor for land .

b . High output/land ratio , (or "intensity") , substitutes labor

for land .

C.

Macro .

What determines replacement and intensity and hence factor

proportion?

4. Territorial expansion , public works , and factor mix : how thin

settlement causes overallocation to capital-- intensive linkage sec

tor (transportation and utilities) .

Page Two

Date: 1/29/73

1. Are natural resources a limit on employment? Is "growth " necessary?

Growth of what ?

Replacement in macro -economics .

a. Replacement as part of investment demand .

b . Replacement as an autonomous factor .

C. Neglect of replacement in present thinking .

d . Is replacement demand a thermostat for equilibrating on full

employment?



RESOURCES FOR THE FUTURE, INC .

Inter-Office Memorandum

To:

From: Mason Gaffney

Subject: 1974 or later Conference.

TRED

B.

II . Institutional biases against labor -using factor mixes , and/or for land and

capital-using mixes .

A. Tax policy.

C.

1. Income , payroll , property , excise .

Page Three

Date: 1/29/73

Distribution and wealth effects .

1. Original and continuing unequal division of public lands , resulting

concentration , coupled with regressive use of land and capital .

Forced land-consumption and capital--consumption , and/or under -use of

land and capital .

1. Zoning , subdivision control , building codes , urban "removal " policies ,

public holding of excess land , regulatory bias .

2. Farm programs --soil bank , etc.

3. Mineral programs : allowables , prorates , quotas , etc.

4. Cartel organization of industry, with excess capacity .

5. Non-control of effluents . ( Thus consuming neighbor's land instead

of using labor . )

6. Water law , underuse of better waters .

7. Administration of public lands , e.g. , national forests .

8. Low- interest loans as subsidy tool .

9. Exemptions from property tax as subsidy tool --bricks and mortar bias .

10. Public works .

;

M

C.....



RESOURCES FOR THE FUTURE , INC .

Inter-Office Memorandum

To:

From:

Subject:

TRED

E.

Mason Gaffney

1974 or later Conference.

D. Regulatory bias .

1. Overpricing rich surplus yielding part of mass system , underusing

capital .

2. Subsidizing lean , deficit making , capital-using premature parts of

mass system . ( This is blocked where costly individual apparati

like wells and septic tanks are in the way, but runs wild with

phones , etc. )

Overall bias in favor of costly individual apparati compared to

cheaper mass systems .

(And see below)

3.

Page Four

Date: 1/29/73

Territorial expansion .

}

1. Inflated , capital-using intersite linkage sector .

2. Regulatory bias again : uniform area pricing , rate base maintenance ,

imperialism , tax avoidance through premature investment , management

aggrandizement , value-of-service rate making .

3. Public works : tendency to substitute overcapacity for pricing ;

logrolling ; partial funding and slow completion ; avoiding competi

tion , taking on submarginal ventures ; bureaucracy ; professional

aggrandizement of engineers , lawyers , unions , contractors ; payoff

in higher land values , and resulting biases to premature starts

and overcommitment ; linear bias to roads , to shift cost to higher

level of government .



RESOURCES FOR THE FUTURE, INC .

Inter-Office Memorandum

To:

From: Mason Gaffney

Subject: 1974 or later Conference

TRED

H.

F. Lags and imbalances .

1. Poor synchronization of public programs , and regulated utilities .

Lag of private complements behind public works , due to land specu

lation and bad capital markets .

3. Lag of feeders behind trunks .

Inflation of military budget .

Is it land-using , capital-using , or labor -using ?

The Rule of Capture .

1. Causes premature invasion of marginal land , and is extremely capital

using because of slow payout .

2. Applied to water , minerals , capturing zoning , customary rights to

pollute , air routes , radio frequencies , etc. ad inf .

Premature research and the patent system . (Coupled with other biases

towards research .)

2.

Page Five
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III . Inadequacy of territorial expansion as means to achieve full employment .

A. Limits on capital .

1. Bad tradition of public works to stimulate employment .

2. It works only so long as we can bring limitless capital into the

system.

I

1
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3. It ties up capital , slows payout and replacement demand .

causes political pressure for factitious demand , i.e. , federal

deficits financed by new money , resulting in inflation because

the demand is not matched by ripe goods ready for consumers .

Jeopardy of a trap , stumbling into a feedback loop where shortage

of disposable capital is self-reinforcing rather than self-correcting .

Historical survey , major crises following major periods of pre

mature freezing of capital into territorial expansion ( broadly

construed , including urban expansion , hydro-imperialism, etc. )

5. Military budget : part of the capital sunk in expansion , like

other public works ?

Limits of the Earth .

1. Claims of other cities and countries . Political limits precede

Malthusian ones . Territorial rivalry leads to war , wasting more

2.

resources .

The environment .

Page Six
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8 .

This

Major causes of pollution are :

1 ) Transportation .

2) Extraction and primary processing.

3) Non-control of effluents .

4) Inflated costs of collection due to sprawl .

5) Premature invasion of open land and wilderness due to sprawl .

1
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IV . Full employment of labor through full use of better land , and of capital

via free markets and limited government .

A. Taxation , removing biases from .

B. Distribution of income and wealth . Stimulating small business which

is more labor -using .

C. Eliminating forced land consumption.

D. Removing regulatory bias .

E. Containing territorial expansion .

Addendum

In 1879 George said the waste in making labor stand idle was as great as

that of destroying great cities . He said there was no limit in a truly free

economy on how much work there could , be , other than the desire of men to secure

the rewards of work . He suggested policies for breaching artificial limits on

employment . This theme brought him great popular support .

In 1936 Keynes said there was no social cost incurred when idle labor went

to work . He said there was no limit in a properly directed economy on how much

He suggested policies for over
work there could be , short of full employment .

coming the impasse he saw limiting employment . This theme brought him great

popular support .

I invite your attention to the parallel . Today leading economists tell us

It is another
to forget about full employment ; it is prevented by inflation .

iron law , another wages -fund theory , another doctrine of inevitable suffering .

Whoever finds a way out will find the theme bringing great popular support .
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