


Addition to "Economic Anslysis and Air Conservation," by Mason Gaffney
insert, p. 25, as paragraph, before last paragraph.

d. Avallable dump sites for sanitary land fi)l disposal of
trash recede so far into the back country that truck removal of such
wastes becomes an increasingly costly alternative to incineration.
Ml Jwaukee, for example, is on the verge of a major shift to greater

incineration, forced by a shortage of dump sites within 30 miles,
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EXECUTIVE OFFICE OF THE PRESIDENT

COUNCIL OF ECONOMIC ADVISERS
WASHINGTON, D.C. 20506

May 27, 1964

Dear Mason:

Thank you for sending me a copy of your '""Economic Analysis
and Air Conservation' paper. I have enjoyed reading it very much,
and feel that you did a fine job. However, there are some points
on which I would disagree with you, and so I am sending, gratuitously,
the following comments.

Regarding the diagram on page 10, and most of the accompanying
exposition, I suggest that stage II begins at the point of maximum

marginal, rather than average, emission. W 7

In the paragraph immediately above the diagram, some of your
terminology is a bit misleading. Your statement, '"avoid stage II,"
means that, assuming a '""usual'' marginal cost function, it will not be
socially '"profitable'' to emit quantities in the stage II (as I redefined it
above) range. (One could draw a marginal cost function for which the
injunction to avoid stage II would be improper.)

Another relatively small point regarding the diagram: I don't
think you mean the '"incremental damage' curve to cross the horizonal
ax¢s. For that suggests that beyond some point, marginal damages are
negative =-- which is to say that there are actual marginal benefits, which
reduce total damage. z
One more point on this general issue. If a fixed budget for anti-
pollution is availabhl‘e, and if some geographic areas are operating in
stage II with others[stage I, it is interesting to note that the most
efficient allocation of that budget as between the stage I and II areas
can not be determined a priori. All depends on the size of the budget
and the absolute magnitudes, not the algebraic signs, of the slopes of
the '""incremental damage' curves in the relevant ranges.

In the second full paragraph on page 11, I think that the expression,
''"quite stringently, ' is not self-evidently true from the previous argu-
ments., Even if the general shape of the curves is as indicated in your
figure 1, the validity of your ''quite stringently' statement depends
critically on whether the true situation is more like diagram a than

like b, below.




(2) (b)

Page 13, top paragraph. Good point. I wonder, though, whether
you have not overstated the present value of the tax by assuming that
the annual tax was always based on the original, undepreciated, value
of the property.

Page 13, second full paragraph. As I understood it, your con-
clusion here is correct provided that there is an effective tax on
pollution, which can be avoided by installing the equipment. I don't
believe this is entirely clear from your exposition, though.

I am confused regarding your discussion in the last paragraph of
page 13. I should think that the effects of a fast write-off would be
similar to those of the tax exemption, your proposal one. After all,
the exemption approach is equivalent to an immediate, 100%, write-off
of the cost of the equipment.

Pages 17-18. These discussions of vertical and horizonal segrega-
tion are very interesting.

I found your entire paper extremely rewarding and well done, and
I hope you will interpret my comments above as indicators of my
enthusiastic response to the paper as a whole.

Very best wishes.

Sincerely yours,

urton A, Weisbrod

Professor Mason Gaffney
Chairman

Department of Economics
University of Wisconsin
Madison, Wisconsin
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June 3, 1964

Dre. John Goldsmith
California State Department of
Public Healih ,
2151 Berkeley Way . .
Berkeley 4, California

Dear John:

As I have just written Mollie, I was terribly sorry to
have to miss the Washington meeting. I am sure that you
all were able to keep the conversation flowing without
Me.

1 am writing to ask about plans for publication. I find
that a few changes would be desirable in my manuscript,
and before submitting them it might be helpful if I

knew just what form it was going to take in the report.

Sincerely,

Chairman
MMG bg
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- TIME & LIFE BUILDING
I I M ROCKEFELLER CENTER
d NEW YORK 10020

INCORPORATED

JUDSON &-1212

EXECUTIVE OFFICES

May 27, 196k

Dear Mase:

I never cease to be amazed at the thoroughness
with which you cover all the angles -- as in your
most interesting economic analysis of air conserva-
tion, wich I read with both interest and profit in
the air between New York and San Francisce.

Many thanks for sending it to me.

I can't answer your letter about the $100 an
acre exemption until I get a better reading from
my friends in the lumber industry as to whether
such an exemption would serve the political purpose
I had in mind when I suggested it.

See you at Claremont.

Sincerely,

\ Ly
P. I. PRENTICE,
Vice President

7

Dr. M. Mason Gaffney
Milwaukee, Wisc.
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STATE OF CALIFORNIA—HEALTH AND WELFARE AGENCY EDMUND G. BROWN, Governor

DEPARTMENT OF PUBLIC HEALTH

BERKELEY

April 24, 1964

Professor M. Mason Gaffney
Department of Economics

University of Wisconsin - Milwaukee
Milwaukee, Wisconsin

Dear Mason:

I have just read your memo on 'Economic Analysis and
Air Conservation". It is easily the most stimulating thing I can
recall reading in the whole field of air pollution. I am very
pleased that you were able to find the time to complete it. We
will be able to have it typed and I have had no trouble deciphering
your manuscript.

Your memo produced some marvelous soliloquies.

Am I an air conservationist?

Do I have mandarin tendencies?

How can we subvert cabalism?

How can we graduate from the "ambient air school"?

The initial portion on "Contributions of Economic
Analysis to Problem Evaluation and Policy Formulation" is brilliant.

Thank you. Thank you.

JRG:dm
ce: J. Dixon



