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HARVARD UNIVERSITY

ECONOMICS A

I

(One hour and one-half)

Write on BOTH of the following in this section :

1. President Roosevelt's message to Congress on April 27 asked for,
among other things :

4:15

(a) Highest taxes in history

(b) A universal price ceiling

(c) Vastly increased purchases of war bonds

(d) Rationing of scarcity items.

Discuss the part played by each of these proposals and their in

3:00 terrelationships in meeting the economic burden of a war.
2. Analyze the monetary controls existing in the powers possessed by

the Federal Reserve System and the United States Treasury.In
dicate the importance of such controls in a banking system re
quired to hold only partial reserves against deposits.

3:45
II

(One hour and one-half)

Write on any THREE of the following.

V. U. S. trade with Latin America in 1941 showed a commodity
import balance of $ 106 million , which tended to deplete the peso
balances held by U. S. banks through Latin American correspond
ents . Discuss the feasibility of the following in rebuilding these
balances, both in terms of the internal and external consequences
of such policies:

(a) Further devaluation of the dollar ad
(b) Relaxation of priority and allocation regulations.

4. Interpret the prosperity of the late twenties , the failure of this
good

4:45prosperity to continue, and the depression of the early thirties
in the light of your understanding of business fluctuations.

MV = PT

1

5. Discuss briefly any Two of the following :

(a) Quasi-rent.
(b) Profit theory and the modern corporation .

c) Labor unions and their effect on wages.

d) Selective excise taxes and their incidence.

5,115

6. "The level of Mexican wages should be a matter of supreme
indifference to us when we are trying to decide whether free trade
with Mexico would be beneficial to this country ." Do you agree?
Explain fully.

Final. 1942.

(?)

U.S.

A imports to B, B loses credit.

inflate, import

NO 106
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1.a. 1st quadrant of
On theartesianCartesian co -ordinates we+ may

+plot à curve whichcurve which we lies on allthose

+points whose co -ordinates satisfy a certain..

-equation in 2 variables, which dependsontthe
Due to the fact thatappe

person.
other.

consumes of athe more ora

be

good, (in any given periodoftime) thelover is

Its utility to him (theoryof decreasing
marginal veility), the the he can

to buy increasing quantities ofitiatt
decreasing prices, e.g., at sof
he world buy 30, & at 45

expected
only

A
-35. Suoh

a are would look like this:

+
priceÏ

amont taken per muito tuve(e.g. wook)time

other price is very highs. Elasticity.is
the measure of the intensiintensity

of the consumer's

desive._If it is very intense, changes in prive...
will affect consumption little(example- necessit



elasticity is low
& ve say

ties), andif it is not intense, changes in
price will greatly affect consumption (example,

-luxuries), & we say the demand is elastic.
4

Elasticity. do change in consumption
of change inampter price

we callit elasticity unity.
When price is very high, elasticity will be lous !

because people will persist in buyingsmall amante.
price is very low, elasticity will also be

low, because there will be nearly atracted.
When

Hom

If Elity=1,

+
Sie
If there is competition, elasticity will

greater at & above the pointof competition,
becauseof the possibility ofsubstitution.+
In drawing.This individual demand

ceteris paribus; targe
_curve we assime
all

+
things remaining equal, thatis save-prise & therefore atlay. My pachange in.the intensity of desire will steepen thedu

tevere; de change in the man's income pagnotheffect on will shift the cone
bodily to the right...
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(in principule. at least)

16. Every individual haska demand curve that isb.
islightly different. If we add together-4- a
the cires. tho.every consenor,&

we have theof
graph them. against price,
market demand cure ( using, in practice)_

farger mit omit of the good,
+the curve's shape);

so he can understand
The same conditions

and assumptions offecting the individual
de nand curve also affect Thisone. The

significance of this curreis greater, however,a whole.because the demand of consumers as aw
greatly influences short-rom price changes.

If, in the production ofagood, there
isa perfect monopoly,_The individual producer
willbe faced with as his demandhis demand cure.The

eurve of themarketas a whole. Heis they
faced with th problems ofproducing netext

pelakettiliony,but at the point whine,b
For him to maximize histetereneve is not to...

produce as much as he can, for that would lover

+price, but to produce where the product of the



munus his totalcosts

+price times the amount taken is maximized.
He faces Thisproblem because healones by reg
elating his am autput, can materially affect the..

+market supply& + terefor price. Graphingtotal
+reveme

against output, we get somethinglike this: 1f
+

+ In duopoly itis slightly different. The market
demand curve is divided between 2 producers,

either of whom, by changing his price, couldaffect marketprice.
194 ++ ▲
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In drawing
These curves, he assume that

the price of the other remains equal; i.fb.
for example lovered his price, a would have to do

+likewise probably for otherwise & would take his
customers; but these cures show what would[nappenit a did not change hischange his price. Therefore,-
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to
-points atwhich ser is_addup

to the market come; butthe for cores do not
apoint on

addup to the market come..

The two

I

two points

In pu Pect

faced with the possibility.
·creasing total revence

a
this is verygood.

poret

+

competition, eachproducer is
ofánsL Adefinitelya

increasing

production. He is_facedwith horizontal

"bemand come, at the marketprice, which is...1
-parica

+

total revence byinherby increas!
indefinitely

amantsold
not determined by him alome.

• ffected measurably+
+Price X potyamantsold, TP will be
alto amantsold.

Since TA

proportiona
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+
price

+++

Interrelationships:

arlay
come-ta). Monopolist...has whole

1) Duopolist has part ofit.
- c) Free competitor has infinitesimal partofit,
+ strt. line.

E+

d) Individual consomer contributes to its shape,
slightly. thon show originality beyourtore

presenttihtly.
presentation - in addition to knowledge.onthewhole very good 23

ATU.C = Average total unit costs, or
25

Market demand cure

+
+
+

total,+ _MC = Marginal Costs, or addition totheconsists
1

deproducing one more unit..
TC = Totul Costs.

coskmisettied·per·
by.

1

+

jianan1

1
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+ Graph of costs.
total,

-costs

1

certs

non-
prop.

cat

prepectional

costs

Divedcasts

mits of product.antyy

total costsFirstofall, a producer wants lovest costs. The

_slope of the radius vector = "100. ofurnits. )
cost per unit. We want this to be as low as

Ipossible. The slopangent to the cost curve at
costs addition

1
1 any point = tanscofrefor theweddingsalimbert

calling this point I infirlitesimal unit)
thatwhich is MC Geometrically

the radius vector is lowest whenit is
we can see

Leg
coincides with the tangent to the curve.

Pleason , moreover, tells us that if MCLATUS

ofwater ATUC would down it we expanded,go
& if MCZATUC, ATUC would godem.if wwwe contracted. When M.C = ATUC, he are

+
* Change in total costs due to the addition ofove
maenit...



at peak officiency...Graphing
against output, we get:

+++

cest
per
mit

cost permit

atput

and _M.C_will intersect ATUC atits minimum.
So forit looks as though we should produce where
MC = ATUC.
There are other considerations, however.

total revenue

as

TR
MR =_ Marginal_ revence, increment to TR for

+ adding
AR = Average revere, orprice.

a) If the produceris a monopolist, he is fand,
poriasly shown, with this total revenue are.A+
$ Z

one more unit to output.

output

+ To maximize im TP he should produce where

1

↓

1

1
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E
yereyou consiment get

by
comites

it is a maximum, or where MR = 0 (if
MAYO, it is profitable to expand. If MALO,it

(isprofitable to contract.)
It is clearbor ,now, that he must produce

when the difference between TB & TCLis
greatest. Graphing these 2 together.

ATUC)
lits

fixtul MeisCutte

and costper
mits

+

11

no

:

taugeert

the

total

the
tis

\TA

'Wwe see that the difference is greatest when thethe
tangents
curve =

+
slopeof

_are paraparallel? The tongent to the ATUC24 addition tocosts by adding ! kan ons
T 7

·MC, and the slope of the tangent to the
incremental revenueAR FR Core = MP₂orMP;-_-_-_}

profits will be maximized when MP = MC.

not

curve

.MC

atou the put

Ládin ea ,

Pleason without graphs shows this, too. If
MAY MC, it would be profitable to expand. If
MAKMC, itwould be profitable to contract. When..
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MR = M.C, profits are maximized.

AllAhisJauningJassumes thatRipmswil
in internalLequilinn So, they willfo
If the producer is a

abrorma
profits

normalprofits

+9

niin {
Me

output
for him, to produce.

Pue competitor, we willget:he
ATUC

AR -MR.

one moreunit will mean to+
+ gain its whole price as MM, or MR =AR .

The principle that maximizing profits, iw herein
•MC='MR holds good for allproducing soso this pro
ducer will produce there. Included in ATÚC,
however, are normalprofits &as Ihave drawn the
graphs, this firmis getting more than normal,Iprofits. Since there are no restrictionson other
preoducers_entoring the field, some will, vatil
thegreaterproductions drives price down to= = When

competitoris in equilibrium, AC = MC = AR=

2
Pue

maga

1

i
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1

MP .

+
In Where there is productdiferentiation, each

producer will be faced with thisfome!

#PUC

extraprofits.
--AR

-MR.

---- 8
He will not, however, be free from competition,from

other differentiated products, & competition will force his...
price down, & there fore his M.I will move. to.The leleft
willmeet MC farther to the left, & he will

produceless, until finully AR = ATUC,will be no excess

new competitors. Thiswill not pofiletoattract

-= A.C, orpeak Priency.
be,

MC

+your expose is nevired by a serious
muistake and bythe conyinto omission of
the considerations determining choice of
furto combination , also asked for.

1

15
25
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T
3. In perfect competition, each firm would

&
equilibrium

be faced with this:
1

Short rum effects:*b

mayon

++

didelines
will

lockice

MR

=

Me

,

"

.

suffer
to

b

ferice

(
=

AR

=

MR

)

he

with

A

-MC
2A decrease in demand would immediately

lower price. Existing goods would if poss
ible, be stored, or, if not possible, be thrownon

the market. herwhich relative to cornicablesthe

for what they would bring.•If
overhead costs one

F
entrepreneur will continue production at atput.
"04 prefirring small to great losses. It
variable costs are high este relative to fixatcosts,
probably all will cease producingas much &
price will soon- If production is this curtailed, average.soon go up again .

costs will rise, as isplain from thegraph.+ Marginal costs will be lover, unless the A.C.

7

AB= MR

!

pomp



impossinte
curn is concan downward, whichis unlikely.1 Outputof theindustryallits component

+ as a whole will

lessen, aswill thatput+
firms.

|

+I Firms will be facedwith theproblemof
Few will leave the field.minimizing losses.

+ immediately,
for thisbad.butwillexpect agoodyear to makeup

year'seffects : Coffer forea ofproduction
have had time to reorganize)P Mony firms will leave the field, and.

those that are left will be producing again
where M.C = A.C, for price will have rison.
the to the decreasedsupply

Outputof the industrywill be smaller, of
+anyone firm,just thesame,& profits willbe
just the same. You did waluse the analytical

tools you were expected to apply, fuce general
asyou4. "Capital is saved " exactlyrobiat youshouldleave

learned
to avoid

# q9 duced
Capital is thatportion of whatispro

dused by labor on land which is notimmediate

16²/3 ly consumed but is used topor help.Tabor

Longng have had

me
+
+
+

+



-produce more things fromland. Itis,moter

therefore, saved. Tithis. The producer refrains from

consuming it now, so that it
more to consumeconsume in the future.Puteremay bringhin

Thisis deaverifwe consider that, to pro

to i
recessary

duce capital, there must be some Leisure time,
thatis, time in which itis not recessa

modure heation consumption goods,& this__
requires the pre - existence ofa simples, which
must have been saved. Since theSince thecapita!Litself
notso may be put immediately intouse, itis
notso clear thatit is soved, but when we think
of the periously sand surplus as representingthe capital in thissense, itis clear.

+" Capital is produced"
+ By our definitions, land & labor neste

are not capital. Everything in thematerial

iniurse, economically speaking, that was isnot
e

land nolaber, issomething produced byman,Ak
produ

+ Rap while the ownership of men, orof
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1

i

land, may give_afrantages equivalenttothe
ownership of capital, (in aneconomy inhere
allything considered propertymaybaybeproduced.theyan not capital. be exchanged)
•Capitalconsists of the instruments of

+-production
Alam Those things.

notcapital; onlyand .consumes are n
man produces

those used...
However, fromas instruments ofproduction are .

an ei capsentrepreneur's pointof view, labor& land

are also instemonts of production, so this statement

is misleading. It would be correct to saythat
producers goods consistof the instrumenits of
production.

Capital consists entirely ofinAnished

'inripe ' consumption goods ":If we consider the labor expended in

producing capital tobe stored up in it, and

then gradually released as the capital
helps produce wealth we cam than think of

capital as unripe fruits & consumer's goods

tripePauit. The utility given by labor to

goods.Gs.

T
or



1

rs goodsitproduces,

rom materials is gradually transfered_from+thethe capital, whose value is a " derived " one,
derived from the consumers.
to the consumer's goods.

The operations of the ...etc...~ "
While thel'existence of capital is

requisite to many
and_capitalists do

they, the capitaliste, pay laborers

forms of large-scale production,
money before

been able tosell the
Things laberhas produced,_still there is no
advance from Tabor del capitalto . The labor
er has produced something, givenit to the captitalist,& been paid forit. The difficulties.ofthe capitalist are home of the laborer's

affair- no advance has been made to him. II think this statement, vuless interpreted
diferent sense than I have, is wrong

in a.

+
+

All of these statements tell cer
tain characteristics of capital_(save the last)
but none of themisan adequate definition..
That which I have underlined at the begin
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tning of this
definition.

16/3/33

question

The first& second do notcontradictif
interpreted as I have done.
283 do, as shown in discussing 3, whose

isgood fault itis.bory
The others (some 5)

5.

I consider a

+++

good...

This is not true. The advantages of
large scale production, which occur when

-transportation improvements have widened themar

ther enough to allow for real specialization &
Harge- scaleproduction, are :

1. Minute division of labor, which allows for the

development of greater deatority by workmen..
wasting stops

& continual work, without time
& starts,

++

are harmoniars....

-@repetition_
+ 2. Simplification of movements, which makes

machines possible.
3. Reduction of our head costs(in

_up to a increasingcertain point), by

et

cases,&



I :

++++size.
4. Reduction in clerical expenditures (again

up to a certain point)
My5. Extra money to spendto

6.__Advertising costs lovered..
spendon research .

+ All these advantages amount toof
this: in

output is very high.
many things, ATUC = MC

high. (steel, forexample).

+
When you transportation is so inefficient

that large scale production is impossible, these

firms will find portional expensing MCL

+ATUC, continually, but when transportation
is good, they will find thaim pt. of max utiliz

+ation of eglipment. -Many industries, such

dainying find that they were producing•Provency before the opportunity
to expand was prosented them, so

not changed
years, as others have!

_.as-at max. e

theyhave
sizegreatly in thelast$150.

A Corporation, however, is justa legal.

1

+The production
when

I

4
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1

1

form in which men unite in a
& have limited liability, as opposed

project
the

unlimited liability in partnerships. This
legal form is very useful in large-scale
production, because
amounts in Agilinti

can investsmall
many

+
+

+

But, this legal form which isis essential in pooling the imestments of
many people, and the advantages. oflarge

e production, are far from+scale synonymas.

without fearof
being ruinedif the corporation fails.Usually
they are only liable for the amountof
their investment, parthers must pay everything
they have.

Corporations simply aid the es

+ of large scale production. Theywith its advantages.synonymas

+

13

163/3

die not
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-Meyers, Chap. 11 - Distribution ofIncome,

Derived demand for factors.
+same price.Equilibrium- 1) All homo. mits getsame

2) MP ofA MP B MP

bryan
-

la

Prices ofFactors

3) Prices Mp.
4) Lowest priced units must be employed.

Processes to obtain equilibtion.
Chap. 20- Foreign exchange

Plate of exchange - theprice paid for bills of exchanges determined

by supply& elemand.

1) A paying I increases bills of exchange on A, Iomering A's rate

of exchange. (Beitizen tries to sell bill of exchange

in B)

on A citizen

2') page A paying & increases demand for billsof exchange

B, raising is is rate of exchange. (A citizen tries to buy

bill of exchange
om

on some other Beitizen)

Gold settlements. Triangelar billof exchange settlements.
of exchange can fall no lower thom costod froms.

Gold points- rate

portinggolds afold standard, freely fluctuating exchange rates. Butoff
if commation

atwe com

for bills of exchange up here, supply up there, rafe is stabilized.

Gold - countries must follow rutesof game.Ihose gold, contract

comency, export. 2)Gain gold, import. 3) No tariffs.expand currency
hamehe bills ofexchange

Foriegn exchange Banks- they
in quvantity.
ihtiz-Mayer banking&=1t. Interest

1. caused by many'spoverover all factor ) Loomable funds areall factors.↑ Time preference,&
liquidity preference. Opportunity costs.

mostlyfrom banks creative credit, rather tham sovers. Risk.
Short term looms, Ichest inin



Phent (C14)
at 2 %Semples of return to facterair minimum essential to

makeit produceis vent. Those willing to bend

who get 3gain market make rent. many

vot

commess

capital

&

goods

1:



DISTRIBUTION

Marginal products of all factors must equal prices .11 each other .
Mobility of factors therefore increases production .
Young countries have greater mobility , an advantage .
Law of diminishing returns , concerning bad factor combinations .
When MP of labor equals AP of labor , peck efficiency in manchad
MP of land must be equal in all industries .
When MP of land equals 0 , MP of labor is at maximum .
MP of labor must be equal in all industries .

Raising wage rates is bad , it causes unemployment , increased
use of capital .

Unions benefit labor of a particular kind only .
Marginal productivity theory : all MPs are equal , and equalprices
Urgency of demand determines union success .
Trade unions may affect MP 1 ) Changing efficiency of labor

2 )Reducing supply , ( raising price ? )
3 )Making other factors more efficient )

Principle of accelerated demand : capital goods production varies
more than consumers goods production

Bellshaped curves and inequality of income .
Profits : present policy of pushing down interest and raising

wages causes technological progress .
Excess profits cause shift in industies .
Interest : long & short term loans .
MP of labor equals wages . Gov. minimum wage laws may 1 ) squeeze
profits , 2 ) increase efficiency , 3 ) take excess profits ,4 )

MONEY AND BANKING
full- bodied , representative fullbodied , and credit money .
Call loan market for margin buying , sensitive .
Bill of exchange , or dragt : an order to pay .
Banknotes : circulating promissory notes . Fed . Res . notes the

only ones now existing
26% , 20% , 14% rese : ve requirements .
Fed . Res . Bank : a ) Clearing checks , b ) Fiscal agent for gov . ,
forbidden to loan to gov . c ) Supervise banking operations
d ) Loans and investments .

Regular loans , and loans to member , banks , with short
term promissory notes as collateral . When Res . bank buys ,
members ' reserves are increased , countrie's money is increased .
Quanititative control of bank credit .

(Gov. buys gold with Fed . Res . notes , increases money . )
1 )Affect quantity of members ' reserves
2 )change reserved requirements .
1 ) Raise rediscount rate , discourage loans , shrink money .

Sell US securities on the open market , contract currency .
Treasury : shifts amounts of cash at member banks or Fed . Res .
banks . Stabilization fund and social Security reserves .
MV equals PT V. increases in inflation .
(DISTRIBUTION ) Rate of interest , dual role . Lowering it stim
ulates business by lowering certam fixed costs , but lower
ing the price of the factor capital makes unemployment .
(MONEY ) Credit expansion .
INTERNATIONAL TRADE
Theory of comparative advantage .
Balances of payments , which balance .
Correcting adverse balances : 1 ) Let exchange rate depreciate .
2 )Move gold .
KEYNES If savingIf savings are greater than net investment , downward
movement sets in . Incomes go down , therefore savings go down ,



U. and when savings equal investment , movement stops . (When
new investment goes down , incomes go down . Falsity is that
excess of saving over investment does not mean lowering of
incomes )
INTERNATIONAL Under gold standard , excess of imports over
exports will make exhhange rate fluctuate until gold point
is reached . Since gold sterilization we have not been follow
ing the rules of a free gold standard , but are under a man
aged currecy . We buy gold & sterilize it to discourage export ,
keep up employment .

teis

BUSINESS CYCLES . Keynesian interpretation . Replacement in
vestment delayed , investment decreased . Then low prices of
raw materials start investment again .

Brakes have been applied to banking system recently to
prevent another boom : 10 ) sale of gov . honds , 2 ) raising redis
count rate , 3 ) increase reserved requirements , 4 )Steriliza
gold imports . Depression , desire for liquidity ●

PUBLIC FINANCE 3 principles of taxation . Proportional ,
progressive , and regressive in incidence taxes . Shifting ,
forward and backward . Income tax , personal and corporate .
Recent inflation helps gov . , a debtor . High elasticity of
demand makes it hard to shift tax forward . High elasticyt of
supply makes it hard to shift tax backward .
WAR New money incomes produced , without consumer's goods
being produced : price increase results . Price system cannot
produce rightly for war . How to handle : 1 ) Maintain outflow of
consumption goods.2 ) Curtail income s3 ) Rationång and price
control . Different reaction of monopolized and competitiveindustries to price- fixing . Taxing away high incomes will notstop inflation , it is only a political move . 1 ) increased
production , 2 ) Decreased consumption , 3 ) Using up capital stodk ,4 ) Liquidating foriegn assets , these are cost of war .

1
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BCredit by cantry A against country appears
as a balance of credit to A in the ! central

bank of B. This is balanced agerinst The
excess of imparts from A to 15!It is simply

A to B. But this

ofit.
a

Mason
Gotthey

debt balanced against the recognition

may

But if A'sinsupports to 13 continue to exceed

its imports from it, some adjustment must be mache,
There are of doingways doing this. I) If the carries
are noton the gold standard, the exchange rate in

be allowed to depreciate the demand for B's
currency slackening. 2) The currency
The gold standard, may be allowed to deflate.The the

exportot gold. This will stimulate export. Rrom 15.

of BiRitis on

3) The authorities may
-). ing the same thingas (2)

devaluate the cen
Directcurrency, accomplish

4) Combol of trade may
be used. 5) .Tarifs, (import duties &quotas) maybeused,

(2)

Er
do bery good, 20

butdoesnot allowerAl
question

PT
price

level

discarage imports..
M V

velocityamantof
money

The formula shows that pricaturel varies directly

volume

of

trade



with the amant of
money. This principle

underlies the inflation any and deflation any
effects of changes in the volume ofmoney.

partof gold standand theoryshich ale
mo

When gold is exported, volume of
prices are less. This en

money a's less, so

The exportThis encarages.
of goods, and therefore the imported gold, and
Keeps the rate of exchange nearly always

very good -23constant.

II. +
The Trade is the exchange ofgoods for

a tool to facilitate it.goods, money being only
A. cantry, therefore, cannot in the longit
export more (by value) than in imports on i't
wald be Similarly, itlosing in forregn trade.
cannot import more than it exports in the
long other cantries would be losing.

In the shortion, however, a cantrymay

sm , or

not have equality in its exports and imports
making of the difference by importing
gold, or having credits given itin Periegn
eantries. CL.Ky nuwby was the"impo oreports. 18

expecting
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I

7

TV Import duties
ofprice

indirect tax. They
fer consumers in

to encarage
Honenver, exports mustalways

wieses greater
altho
quinneas

raise the

cantry.
home industry;
mearly equal imports, so

given in some industries,
other industries will have
employment is

20
13.
18
20

are an

gt

contract, since
auaway.their Periegen markets will be cut

Wages not raised (unless a biggerame

toprofit is there for a mien
land values are, by import duties.
log-rolling is
rates. Foriega trade is

goods
Their purpose is

:'+

excess

cut into), but
Political...

ofcommon in determining tari
trade is greatly redu

reduced .tot 20.
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I).a)

proportional costs,
short run
cost of

fixed costs

Myson essuie (asyoudo) overheult uuchamed

Tre labor-savingdevice Mogy will mostwill most probablyprobably affectthe

marginal productivity of labor & lover, therefore, non

casts,
effects willfach. Assuming free competition, the

be to lover the
oduction all around inparticulesofftheprotoand in

Mason G

!

proportional

abnormal profits for all entreprenecter.
pro

ATUX

MC will = MP at a pt.
production will increase.

proportional costs

MP = AR

of max. iciency

of Sogreater production,
(beyold thept.oflowest
costs ? )

willb) In the long ron; the abnormal profits
call new entrepreneurs into the industry, and their



production, coupled with the greater production of
each firm already in, will increase supply andlover

price until it again equals Mens ATUC.
more firms, producinglesThere will in the end be

each

about .The same amountion butaltogether
as before

prosesproducing more.
The efect om labor will be her in the short

for in the short ron, before there isbefore there is enoughtake The excess, to causeexpansion to up

unemployment: In the long ron, if the
market demand arve is elastic enough, emplagement

may be increased. If demand is inelastic, so that
the lower price does not cause people tobuy more,
nemployment will result. I valiant atteriget touse jo,you

tools.for mention etasti its
demand (good),Jintyoufor to courider factor

E Pecks of Croff& Industrial unions
The #FLHFL craff.unions, since each

so small, tend to

IL 35

tu , to

group.is
forget their responsibility to the

increase inindustry, but since the effectof a

each small groupstheonlitle, & ask forso wages
so...So

gouphigh that theindlyrear costs
high that uni-mized industrys cannotcompetewith non -union_ones. įindustrial copious tend to



|

I

I

I

+

Mason Gaphy

more reasonable in their demands. However, industrial

unions do not ask fora big differential betucen skäitted

& unskilled labor, so industriesso industries this unionized hire

-lasi

be

AO U

too str

theonly the most skillful laborers, leaving the others
employed. This however, happens in all unions.—

their method is to artificially raise the wages of
memburs & This make it necessary for entreprenents to
bring in machinery in order to make the moungin
productof labor equal its cost, and leave some

unemployed. Craft unions, after the period of
membership campaignings become exclusive, keep out
young laborers, discourage training, etc, so

reduce competition. When they do not.= =
Askeep tren men from being froined; bu+do

Adidaystay exclusives new n tend to
grow up using the

non- ion labor, and take the business from them.
The CIO Industrial unions, being still youngand
trying to makea place for themselves, campaign for
members earrestly; but members of industrial, as well

as croft unions, when they have closed shop & searrings
a

allbeit...They employment
to others, tend to

organized by skills,
be exclusive.

cause

Craft mions are

as toas



jumping lines between firms. Frera Wage raises

for them, therefore, affect a whole industry equally
and do not put any one outparticular entrepreneur wit
of business. By raising costs, Thy do putthereast efficient out.

Industrial mions, all workers incre firm
joined, put that one firm ata disadvantage.to

They....are mostsuccessful when the firm enjoys
monopoly profits, which the unions

cut into. If there
some
can are nome, industrialunions

put their entrepreneurs outof business.ifthey are
pureasineatite .

III Monopoly of a natural resource eauses itto

be world too little used- & the labor that.
→ might have worked it becomes unemployed.

Monopoly of labor byunions causes employment
eilso..

I. On the whote quite good : 39
π isj vere incomplete therefor dinegarden

3 -√²+C +35
74
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Mason Go

18

GalthyMarch 21- Quie

[. bondsger.When the Fed. Res. banks om want to sellIand offer them to all buyers, pose through one
for when an investmentbank (security menchank) wants to

sell a bondissue in thesameway, it is an open market
private a fair such as....toperation. This is in contrast to

a loan from oneparty to another. They signify a loan
hom many small independent parties to one party. The
Fed. Pres. Jsystem uses open-market of sales of for.bonds

to control thequantityof money's selling to contractitand buying.
to expondit.

which in.II The commercial banks receive interest. For the credit.
A creating a demand deposit.

so itis to

+its interest to en casage_demand cheposits as much as possible
they receive interestrateto extent thatdeposit arises from
credit operation . Butability to preforew ruch operations
depends on how generally paymentsaremadebycheck

III Legal tender is which, by government...moneyo low, must be accepted in payment of debts public
andprivate.... This does notmean that refusal of the creditor

to accept the tender absolves the debtor ofthe debt.(accordingto
the book,but itsunds queen to me)

+ can
Convertible notes. can be exchanged for bullion

at the treasury; representative full-bodied money
+ be exchanged Per full-bodied money - thatis, coins.

The value of whose actual material is equal to their face valen(that
20 is, they haveno s

Convertibleavvesare not fellycovered.
Rep.Grellbodied moneyis fully covered".

they
+This is the commal bank's chief Rounction !

IK. a) Commercial banks must keep, by low, reserves in the
Fed. Ples. Bank of 26% of their demand deposits (includ

ing these in which no credit creation wasinvolved) if they



M. Gothey

Theyif in a
are in a city with a

are in one of the 12 Fed, Pres. Bank Cities, 20% iR
a Fed . Res, branchoffice, and 1490

city with no Fed. Res, office atall.

b) The Fed. Ples. banksmal may create demand
deposits, backed by 35% %

selves

Theiscash reserves. +7
már, issue
efficates. Fed. Pres. Notes backed by 4040 gold...Thes,

+
+

22

goed!

80

3

I
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Staeble -May

is just exageration of beynesionprocess.
New incomes produced without consumer's goodls beingproduced
New demands call for supplies forwhich existing equipmentis insuffe.
ient. - bottlenecks. Keynes idea works onlyif there is ready

umused capacity, 1.e, no
bottlenecks . Price in ere ases are

Incontagious.- wage increase will spend itselfin that.
bottlenecks couse price increase, resources

are cured. But in war,
flow to

Idea that private int
exprise can meet war has been discarded. - it would take too

much time. Too, entrepreneurs will not expand forshort timeonly.
Steel- TNEC investigating monop, poner attacked it for
howing used capacity 140 dbjected to industry,

willing to expand. Also, private business will react toprive

it was un

Idea thatpricemovements, not make right investments.

War ecoeconomy

peace,
them, they

are socially undesirable. (altho pracerents indicate e
movernents the

Opv.dum andBa

4

competition)

Addition ofgen. demand puts upprice .
Gor. demand is inclastre, dependsdependsnoton

Civilium demand

prin.
3 main ways to handle situation.

Fincreased in outflow of consumption goods1)
2) Curtail incomes

of3) Parioning & price control
1) Is capacity available ? Monopolies are accusedof notutilier



capacity. Today, not true. "Redemption ..
overhead costs prevents

free competition.

TR

vble

MC is indep of fixed cost, butnot of_AC or prive of factors

would be indep of fixed rew, if thereis such,but we couallyMR

great it.

monopoly." Factof

one which owned a

TC

marg prod, while

If uss. has idle capac, then MC = MR below full use of fixed

cap, which is probly below ATVC . Those That dependenmonops

holding leadidle will produce below.ATUC min output;
produce below it too.
above it is

nat.
monop

assime not,

nat. monop

The only menop that wouldproduce
patente.g.

unique rescrive, demand was so

itdidnot have to hold its onnings ,dhe.it_ used it_intensively, itdid not have to

In depr.,..note. monges will tend to hold things idle, formiring
cemp cannot.

mc
Ac

↑



Stowente- May 23
Whatis Eng.'s postwom going offgold all about? Rigidlwage

scate stopping exports. (?)
Figures : Fiscal 1943 (July 1 -Jane3)31) estimates.

Aim - Keep nat. income at 120 billion, theep costart living

P
at 115 of 135-139. (thiswhat date. Torxes now

Statylocy&FedTaxes. 28
92000 remains to people

( regular 6, 56)

120-62 = 58, consumers must be made to spend only this

out of 92.

Fed exp.-62 w.ar

134 ofsomething, will;. exlyzion keep

= 1.5, inflation .
Pin eople will save

864 of 92, which ^^ =
58

But
D.Suspension of all replacement investment. 12 peryear.
Pherent firms frombuying them, this reducing incomes by that

much ( this old fallacy again - uggh!) - this mony

be saved, instead of spent.

will then

2) Plestriction ofproduction ofcurable commodities, 18%0 total

16½2. Assume they willnot spend mony elsewhere.
Esemi-chr.

o

exp.
This brings things down forenough.

including band income.
cash income &outgo.chartbook- relation between treasury cash income

Compone with andersplaced with furable goods producers.



Staehle- May 19

Limits to increase in vol. of consumptiom goods. They cannot increaseas forstas incomes

in war. Cutting incomes causes greater howl thom cutting wages. Voluntary lower prices unthink
able.110 % parityprives nonow guaranteed. (parnty--somme relative position as 1909-14

the theory; price ratio control themethod Thisisfarfrom gravantering theoryof
pority. Basis for subsidies to farmers, fix it theyplant whatgov.Ilants)
Gov. program is subsidizing immobility, storing excess wheat, gev.
80,oo,do bishels, now haswar use. // Various farved savings plans. Taking

incomes above

restricting
cons.
cons.

owns

noe•ffect on
had less than 450. anno,1936, 3

mits.), had 34% nat. in come ($20,000,000,000). 2.4 %
000), somedmits above $5,000. anno, had 20 % nat. income, ($12,000,200,

about = of it, mostly the richer. 14 all nat, income is somed. Farmers&

laborers wages have gonelupmore thom "profits. By taxing away all above

5,000., 8-9 % borrowing wouldbe replaced by takes. What would thisdo to

inflation ? 1935-6,2 % mits had$15,afo &over, with 10 % not inc., soming
would doaway

62 %0, ,, accounting for 4 % expenditures. Thaxing this

little to stop inflation. So this measure is only a political move, to

ase those whose incomes have to be cut.
appease



Chart book a big job. Starehte - May 16

Gov. exp.Importance of supply conditions. also create

wille!
many new incomes, this revising demand still more (since borrowing

come from rent sowings) Entrepreness producing for non - ec.
much attention to efficiency. They

market. So they donot pay
no market risks! May be, after war, employment can be retained in

production of consuments goods. Malayan rubber willprobly never

after war resume theirimportance.

Manap

prot

So price
ming as well as a masti

Comp.

MC

MR

've
fixing makes mopof produce

MC. AC

Price fixing will keep

will make it expand.

3,000,000

AC

out pur

Non demand emne shi'ffs

to right, much mang
probi't added; unless

fix price.(.....) - he will

increase production tillit
hits new demand curve.

more. If it prundes a

onemployed right now.

MA =AR

from increasing, prive raise



butliry

sowings. Such loans create more money, make inflation. In flation imposes" freed
income greups, mecominge theyget fenor consumption goods. Peoplesavingen Bred money

hold savings as idle balances, (this must over
may

not cause investment)
Low 1.r. not enough to encourage inmestmount. Ofher facters mustbe considered. Vol, ot

investment varies more than that of eats. Dooms - big investment &atput.

4) The Trade Cycle

Upswing increase in amont ofmoney, decrease of liquidity desires

velocity up. (125-129, prices in U.S.did not rise. ) Waste in depressions
notso ferrifie. in some new

industry, or by
wages

nism .
Plecovery begins with investment revival, maybe

gov, printing press money. Reductions in stimulate recovery. Prodicus

are myIn needed, ThisIstaks recovery. Liguidity desire ressens. Optimis.goods

spices rive, increase in amont & relocityof money. Whatends this
prosperity?- Money- deflation should stop boom. Dentand for, sary, houves shouldbe

market. Or.Itise in costs(11th & wages) may stop things.
sated, Bacters thenn
or people may save too much of higher incerus, diminishing propertion isspent,
demand increases too slow - no good because this (365) means lour 1.r. at endet

beem,which ain'tso. //Processof contraction, like expertision, iscumulative.

G & H. - 21 : Business Cycles prices

fast as015

Rhythmic fluctuations, Prosperity phase - risingprices, selling I

e rapidly thom costs. Wage rates lag, 1.x.too. Brent Rhived by long term

contract (fut tut) Ran matinal pricesup was any. Butstillproht
re.... hec praces stilltise, orchers

mongins increase. Afer

melet unlilled (this coures now er prise to bill forlend). Individual demand

schedules rise, more paid for sale quantities, but rise of devnomdi: based on bomb

credit. But credit exp. reaches end, prices top crash.

capacity proc .at on

priam
Crisis phase prices drep, wages contined to there,&cast items catch

selling prices. I wits up. Profit tous to less mongin. Rush for liquidity, stocks

Themman mortet. Banks rushed, oreclit frozen. Then credit thansat,
bankrupicy for some. All contract asmuch as possible.

Depression - bomk looms & deposits reduced, reserves high..
•Precaron; - increased investment in fixed capital etc. Then a fon timid feeters elis

again foussible to produce, Seen prosperity

Cost's reach peak afterprices do (!!)

prices

costs

1



Di & h, (conti)
1938

Wages

(wages)

12.7 % ) entrepreneurialwithdrenals

68.190 ; din dunds & interest,
- 3.70 ( how ham) ( national income agood

16.29⁰; Net wolk & royalties

to now -productivity of fondlords question) physical volume of

production new higher them in 129.approach

3. Influences offecting production.

(Erewhom ?) Natre, capital; factors, utilization ofem .

4/ Factors ofproduction.

2 L

20 ,
12, 12-16

21,22.

5)
B. &.L., Ch . 10 Capital

1)De h.- stockofgoods ofallkinds, including land, existingatagin
P.

3 tecumulatinginrequires sachittere

Maintaining capitalintact.

iven moment,

4) Capital consumption.
5) 'Improvements in one line may increase production in anothing by free""fackers,

if the community wishes .2Many stages ofcap, use maybe chaven fem,I
repairs must be made 4, stocksotejood's

rade CycleECh. 20.
1) The Ind. rev.Batter.

8 t.t

)
Pop. Eng.& Wares - 18011. 9 000 €; 1937, 40000,000. Bigger increase in vol.et

Interrelation atof
production. Shorter hours, too.

c. 1880.
Preductionin transport costs &Am,wheatfielen,et progressindiferent forelds,

2) ( auses ofec. progress. changed.
Technique is what was mainlyolmurged. Invention a gradual processof improvements.

Increased amountsof capital, 8 of investment. Fricreased division of labor,

Checks-war-inflation; overpopulation - India's depressions, connected with

3).Fluctuations in investment

Investment:: producus & duableconsumers goods, Moncy beritit canes hum



X D

If ?
will rise by ± xax.
(Whyyis price

curves have same elasticity, prim

demand ?)where supply =

•ffort - making war goods.
war." investment"Financing the war effort - making

Keynes calls wasting money on

People with war money want to spend it, this would mean inflation

Idea that high prices are socially undesirable, because they hit
pilots foreshadows

poor. This lackot farthin price movements as

planned economy.
Whatcan you

do about inflation ? Incomes are too high,

supply of consumables too small. Solution - cut incomes Decretal

price fixingfixing will not work. - people will still have more money than there

goods.ove

1



Takle ally one speech of or

contribuies to his character , -500 words.

Staehle- May 12
2 basic theories regarding shifting ofindirect taxes.

1) High elasticity of demand, tough on producer

Than 2consubory

20x highlelasticityofcasts

prial

TANONGnsupply

demand
mamananaA

market
sempply

+ ago &show how it

amant
Completely elastic demand, change expressed completely inquantity.

If demand is completely inclestin whole change will be

expressed in price,in price, home in quantity.
hafistand ?Me

MC AC

price

Tax will increase MC, he will offer smaller amant,
crone will decrease.

2) More elastic supply curve, themore will tax
price

be addedto
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in lev system. 3 principles- cost -of-service pri rible,

Say. Proportional progressive, & regressive taxes.
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Pre - Keynes idea,un concerning business cycle. If replacement

investment is delayed, in comes are decreased ( by false calculation),
Then people start hoping end is

Thus hastening downwand spiral.

mear, start hoping for improvement, take advantageof low pricesof

raw materials Rother things), recovery comes, replacement having

→ started. Replacement raides incomes( fake) (maybe time- savings

spent instead ofbeing saved) Lover wages doesnot stimulate

upswing, because theylover demand. But low raw materials prices

means simply diminution of savings (?)

Steady, but less

are

c. ZI higher intacular onemployment inEng. 1-2, 00,and

all the time. (Eng. pop. 43,ansons) Rakeof un.

U.S., at bottom.

A.C..Veal ed., Intro. to War EC.; Ch.s I-I, buy it.
Luthringer, Chis 12-18.

į

Beynes, under-employment equilibrium theory.-
when there are unemployed.

atnet exp.
1. e., savings may

Germany, huge debt in war.

Inflation the best way to do ofterwar.

4



Cap, system has worked only because it was expanding.1

His postulate- if there is soving without imestment, itis
impossible to maintain levelof national income .



staenie
inst

New assignments, done ver week.

Luthringer 12-18 Public Finance.

Dist
connection with war.

Chart books up to date in

in between fiscal policy&publice finance has varnished in

Nah income. Con snotreal commodities,
dil

Total valect all final goods &services

(Net income ofeverybody.);ć

expendit

exts.

If every

Retail valuot consumers goods = 60
New net investmon Hexponision capi) = 10

me spent every

6
·sow !

2 weeks.

ngs

ie a includes
fomdialles.

everything he madhe

comes

men
Voltoys

plasthead

(depreciation changes.

included in prices)
( Then must add+ add expomsic

capital, altho thi
too, maymay be sometimes
included!

prices ,mah
ing these figuresjustestimates

Actually

if systemnOnly system exponds to same extent that people scue; will

itworkall right, since people do same, anyway.
But if demand for avings go derin, people will increase the

consumption; & industry will expond, etc.

-xfect 1.m. (EST

J

But those savings are not determined by li.., ratherby desire
havea security.

For urmore, theydo not xfect liv. ik he
lang H

means t by



Analogy between balanceof

Get Hugh's test.
Profit or loss, residual item, makes balanceshut balance.
So does balance of payments.

Balanceof pay

payments

payments mist balance

& income statement

because income &

outers must be the same, not for definitional reasons.

Goldplays partsimilar to thatof bank roseries.

Gold also will "expand", like credi't expansion.
Look into this analogy, for final exam.

National income
not counted as incomes, of course.

partof income.Undistributed profits generally

But many added capital is counted as

This is wrong, causing derble counticonting.
Housewives not included.

Domestic service.- its partof his expenditure as a consumer,
gross to get net.i is not deducted from

1

year.
future

Higher Replacement capital is counted in value of final goods, each

expansion capital will not appear in finail vakes until RutaceaBut

years'
Depreciation allowances have already accounted for thiswake.

J



+
Capital- larger role- more than J.P. = MP of cap.

Di represents power to by other factors..
I'R on short loans, bank dedity plays larger partshan_
MP theory shows.

IR is return whichwill accrve to fixedpiesect

Mathistor

+

not_
bur

Other function of FR- beinga price,for factor. cap pover to purchase factors.
in general 2 rates may be different. - because__

+ -of greater risk in one kind of loan...
Since 1932,.. John Maynard Keynes , great.

imagination new theory each week " General..
theory of employment & interest " , Rate of
Interest, he said, is too high, from 2and_pt.of__

+ -view... Expected prefirtate, "naturalinterest"

-Sprofitrateprofit rate higher than interest, entrepreneurs go

FR
ahead

forIn long run) worn out equip munt comes up
replacement, etc, & higher the rate of interest the_
more labor will be employed.

I'll has been lowered in this country since 19.3.2.
Band prices up, ir down..

+
-·?

28
La

Grange

St
..

+

investment_

H

++
Increase in Will depressed profits.WP

Average hourly earnings include since½ for overtime,
are not identical with WR....
Also "Factory employment " includes women
Is offected by laws concerning them.

...Inderofemployment includer onlyman.
((

Keynes ignores it
rechnology - Iove employment

as

men&childion....

priceat factor. Low it,



prices will end depression . 2) Increase in purchasing power would help
Success- ³33 - ³35, 27 % increase in wholesale prices, 60%0 factorypayrollincreate

But factoryoutput- 133 -1851 1070r 35%0. 135--38, -20%, Lov. action is
detrimmital to recovery. De feit financing 33-35, littleinvestment, people staying

economy - 133-135, 50.9⁰ daimond deposit, 2440

·

liquid. Thereis muchplay ininar
ind. ourpot

increase.but 10 gel
wholesale prices, but 10

13) Tentative conclusions up

1)Turningpt uncher manydiferent circumstances (meaning prices sometimes

1st, sometimes
move 1st.

are much independent. 123-24, ('26-7,2) Sometimes consuming, sometimes durable goods,

3) Retail sales lag behind production ,
did not drop atall.

4) There isno shift from much use to little vertcapital
5) Not true that costs encroach upon prott mongins. (evidence all

the opposite.)seems to say the
G) 1268 129, commitments reduced be fere peak in plofin (which incluckland)

reached.
of& shortage capital theomies no

8) Idea that is show kalbe depressed no good
70Oversaring

9) Tight money control theory slightlysupported.
10) Wages should be lovered in depression.
11) Many fackers influence tength
12)(cribol.

&Lute, Chapt. 7

Lich, fo.
destroyed. Men worked below capacity.

2) Volumectit& nati incom

10 good.

Benham

The volume ofproduction

1) Nature& significance ofit.
Must be lange voli ofit. Taxingrich &gringto poor nogounds so tur

per month, the present (1938-41) drage in U.S. Some
geode

(10)

1) Net vain of everything & services

2. Final value of final consumers goods & nethen i'mestment teervices

3 All Wages + Interest + Plent ( !) + Profit ( ! ) = productiemanatin



8)( -21.)
Lind, moduction gainedslon'y clering '26, seemed tobe restraived . Falling

commodity, prices, Ind, production rose tillOct, 126, prices at peakin
Prices declived for 15 months before productionstarted

July
down, in ³26, oct. Raw material prices especially dropped, 225- ³26,

by mailltenance of

1250

127, mod-valle chepin inclustial apputy
curtaited

exports,2); increase inagric. income, buildingincrease (decline ofmaterialcasts in inf

4) small declive in protti's. (!!)

9) Uptern, 127.
June, 127, proces start to rise again, raw materials

P
121, prices stearted up before production didkiong

it rapidlytic Unlikemestrani

2) Downjern, 229
voduction, no micherise imprices

cap, goods,28. 29, boom, 20% increase of raduction, noof

March, 229 (bldg. constr. stavited denn ene of 128), peak ofmediteers.
dichnot cause, for profits rese los 14 of¹29.

Whyddown in - Bldg, Pole

Pletevil trade di of Grease .

My

; ne oreters decline 129cap...
Sept.,129, retail sales at reak. March, '29,

fact y pay rolls 7010 higher than
128. (12) Feb, 129, Fedi Plas. R₂² iming us. spec. credit, March,
si ch prices, break, prock chancet. She tagect investment funds in bldg, notin

ally thing& se. Noshortagectreal capital. Overproduction?- not in 120;01/21 12
epict

V.

bu
may not

129. Dept. steresales increa
Spaceall. Cat. "living are, 128-129.

depression ....3)

the $2860
insecurities probablyg

11) The Great Depression

so severe banking - 8

Tradebarers Hocked movement of ren materials, J.S. full of short- term debts,

prices fell less thom raw materials. 131,
2andmortgages. Finishedp

cuts. June, 29 - max, factoryautput, cropped 42 % to '31. Stickinessof
wage
priceof labor - why? - Unions- pres. Hormon atterryts tokeep em up.

12)
Abortive summer $32. Plocsoul- 1) Money polity 2) deficit Anomcing 3/AHA

8substitutes (4) N.R.A. 5). F.C.A., HOLC, AFC. Theories () General wise in



sumers, cared recession was rec. causedby shortage ofcapital?
No, decline in consumers goods coime first. Plise in prices & accumutationof
inventories, which made business men expect a fall in prices, & cortail commitment.
Oversaring? - accumulationof inventaries a formetit, at it was not size,but form

ofthis sowing thatdidit. Was credit loose?- 19-20, gov. reduced debt,
memberbanks gotridet bends, increased loans. No ansner.

5)Depression of ¹20-121, & recoveryof '21:

Seneve, brief, Why? Drep, nprices was well-balanced. Retailpurchaves

dropped little, production much- salechinventeries. But whence come

purchasing power? From salectyov, bonds,by people. Businesses neededto

make replacements (contrastwith229 - people in debt for realestate, slocks, &install

montplom). Reduction in Fed , debt shortened depression, gold in flux from

abroad, reduction of casts businesses, (24% increase outputperman) 21

revival not helped by feriegn conditions- exports down. Increasein

production came when incentery surplus had been conserned.

6) Downturn in ³23.
Plapid recovery, 122, increciseof production. Everything rosy

save that prices rose too fast. Some bottlenecks discovered.

waryof commitments at high prices, got cautious. Fed,Ass. tightired credito

Costs lor in relation to prices - 1.e., a lomdralu ipswing, Demand

waited for prices to fall, stopped buying. (on ' scomdet/s]

Pres.

to divert.

7). Pevival of 124
11% reduction in pricesof bldg, materials -land. Foriign inflience. DanesHan

ones in Europe.Large crops live, smi

8) ³26 - ³27 downturn

LV

iscore but

Very mild . Ford mayhave done it, by stepping production. No retail efects
V

Bult (521
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The Penod 1919-1936 ;

ss cieleis,

4)

ogrenm

120)
2.-1, 4,

s & c

I.d. productione( 1022 51

-U/ I

57to
hace

Il y
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Enesearch.

173, 126, 129
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resch.ch
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f

slichter
be U.S. 1

AWS

ces,payrol
vess vare logs.ther.

·se
JM

Me:
riese
+ M The 10 takte such

(secular??) 1920- secular rise in prices changes to decline,

following changeof U.S. from defter to crediter.. Hand- to mouth buying(ind)
after fazo(no banks ?) But this study is 1919-36.

20

3) Importance of business spending."
129, enterprises begin to reduce commitments Marohor April, while consumin

Well, again, why in
demand continued to rise, &profits rose. Why?

midstof depression, why do businesses startexporading be fere demandrevives?

What gives themfaith in the future? Roosevelt recovery policy a

failure till 135, when, demand deposits &profits havingbeen increased

business started spending.
(How about arkaiy)d

The pest-wow boom,8.1920.down
rectifing

as
buyers wanting to

Boom produced by buyers
Temand keptip by loans. P

money foriegn

in production, prices expected to fall ."Pretail sa

pickup . No capital available until May - V

dificult to increase production, asdid strikes.

"Downturn in 1920 .... due to highprices of
materials(land,is)

W

Jam - Feb₁, 1920,peak.A

Prices conti

1

-nithama for

retail saks holdup Hill 121.
industrial production had started, surprising,noormissies a écision

De, bu

d
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Zenham - 7, pp. 113-125;

10,
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Gi & H6₁& H - 21
Best-Pleview of EC . Statishes, Slichter, Feb, 237,

G & H 22
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for Washington j
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-airly regular up& davin su

2 centuries
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A

business &employment.
Juglar, in 1860, Rist noticed it, Characteristic of upurare

trend of last
Growth curves cara

1

g in activity of

so years, not
levi is period- hmmm,as

8-9 year swing.
in these thi

No theory tells why theyhave. This particular Hille.
Gold standard makes for paralellism ngs....
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Trend, uneyculair
ofclears

1800

inexplained.--+
1900

1875 , top
1847, .bottom

1920; top

AUTOR

Since 1900, rate ofincrease has started gone down.

1850-70, grond days of capitalist system, exponsion.

3 types of cycles.

50 year cycle- notmanyto be observed. (Kondrati ( 1 )

1817 top
1895-6; böttem perities, short

depressions

You can
manyPacks.

M50 460

short

prosperity
long

depressions

.

[ Doubt.

Not well esta
growth line.

Don't knowyetif they's de connected with growth,
apeles

de

A

bfa. F

1817 top ass, with spinning , enny coffer giv, ete,

1849, gold discent

7227crediteasing

speculate &support almost any prepositions, thereare
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Princ. ofaccelerated dermand.
Increased demand translates i trelfinto producers goods industries.

underlay the Newfeal. Spend more than take in sothat

This theory
is wasted, pumpwill be primed. Has not worked (132-133 4

of country used.) Gor. confused wage rates &
money
productive capacity

incomes NGA increased them, 133, production, which had been

gov.spending

goingup output fell promptly. Butgen. spending created

enough term and to overcome this partially. Also!

Present was spending is samesto

not big enough.
Private investment verylow,

wff.

connection of these theories,with rise of Hitterism.

In Gy. from ³32 cm, till 234, development corresponched to normall

cyclical pattern( revival from depression) At endof 134, allof

more.a sudden, consumers goods stopped increasing, producers goods increased

To start with, Nazi's tried pump priming toget rid

of momployment. They did it with fantastic expenditures, nat. debly

the dit reduce unemployment. Then Hither discovered thepower this

gose, & Hitler conceived ve-armament. He kept wagerates down.
High taxation Krept consumer den and down.



G& H (cont.) ch.21
Theres to explain !
1. Plain fall, devons &Monone

2. Self -gin rating cycles) Mitchell. Accumulation of goods in prosperity,

:cause ofspeculation.Then they stop accumulating start ve

ofwork, depression. Stocksured up, recovery.them'ver

treleasing. Then tonnat

depression. Expond,3. Money & Credit - Hawtrey. Contract currency, carre

cause prosperity. Th.. normally happens in cycles.

4. Price fluctuations & cycle. - Irving Fisher
goods.

Risine.Tevel stimmlater trade, costslag behind. Speculation in

Lowering price level depresses trade. Extraneas frees affectprice level."

5. Overproduction &underconsumption: )
te!
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-was. year. it is

He claims that not income is then 70, Iusay
1 cretie.

1 imestment goesup to 15, molt.
He60. 75,"Isayit is still 66 .

Gov, wasting themoneyon bandaggling issubstitutewaytoget
Hd of extra money when system it's not expanding
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Staehle - April 14

- Foriegn Trade Balance of payments, etc.

Limitations

·gold standard...

bank
Am. importer, to pay. Eng. expuiter, will buy from a bonh

This willincrease demand forcredit in £ in London..
£, and this of

are supplied by fm. exporters who
have been paid in £, & sell them to banks for $

This assumes that we in £ & arepaid in &a.Butif
$is. orcurrency agreedon, there fromsactions wouldtakeplace intendon.

pay

+

exchange rate fluctuations under tree

Price of £ in.$ commo
arbitrage profits would ensue...cannot verymuch

H

much theen _2 countries

one justIf demand for $in Eng goesup, if they
close to upper gold point... Gold flows from Engiro.U.S...
Loans restricted in E., incomes will fall, prices will fall;_in

U.S., prives &incomes rive , so tendency is reversed.

Free exchange rates (Gold standard won'twork

if cantry receiving gold does not use it to expand credit—
goldwill

?

++
In USA, fiction of gold standand being maintained, but

allother countries, save Switzerland, have abolished it.
If US ceased buying gold, pricewould drop to meanly nothing.
Curios situation. Fictitious value. Buying gold encouraged
export, . : employment. It is a method ofsubsidianing

employment...

---

1 .
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etter
healt

Thy loving children sendingthere
gratuCon. la.. tions, D G.

clature

Littover 3/8 - Dr. Starehe, April 16

pater

Kirkland H -14 Gold wow on facks)
when ?

Fear

positionof this country.(fearof w

1931, Best offgold. 136, Fromce last country to abandon gold.
of war makes Hollomohers by U.S. dollars, raise theirprice, even

above gold paint. As results many countries abondoned. gold-st.
Because we sterilized gold, &cxet normal operation. We are notnon
on G.S.G.S. - we have managed currency; dating from gold sterilization."44 million unemployed one nimplayable." "theverybadyf is employerble

after 5 years outof ajob Cold- blooded.

Teamsters union, $8,43 at Holland tommel, racket. Precently uphold
by supreme Court,Cart, on basis of W

Wagner
Act..

Thy bring children saut congrat
ulations to you, Dr. Mart..

Pricke

I

shreppshida



Nietzche preceded Writter. Like paskolnikov, never hausebroken,

How to tell these supermen fromothers ; Plash, neveransiers,

Nietzche says everybody should try.
LADA CU MARE. LOTTO IZEJOn “harte « v

Dentist- tewday M

absolute,
creative advantage. -nex

A A

Scaenie- April 7.
Advisable to review Luthringer, & Credit expansion .

International trade
ofLaw comp

Wages in south lower than in north- immobility.
45.3 %⁰ occupants of hauses own them (but mortgages

own manyofthese)

Gold Standard- free coinage, 3)free int. trade, in gold.

3)Commentability



6.8H
Chap. 28

7
Trade unions

& " capitalist" organizzation
Domestic system, & "capitalist"

preceded
machinery- followed inclosure.

Union as information disperisung & reservoir forstrikes

afect MP
Irade unions may

by al changing efficieringof labor,
Hoooh(notoRitse

6) reducing supplyI making factors more efferent.
Restrictivepolicies..Birtlicential

Make management
work harder

50,000,000 gainill workers 30,000,000 urban
wage eathers

5,000,000
mionized.

laber in troms, building moning, public8590 org.
service , clothing, theaters, printing.

Employers He ass .
watwages.&leisure time.

Recent greatadvance in realw

Fear • Himempbyment.
" Structural " unemployment.

strible, boycott, politics.
Legal status- freaderm

Picketing leger only
union maybe

taking
freedom toorganize questioned

pay fordamages . Injunctions.

Act- trexing ning from kerineofconspiracy.
arbitration Unemsto, autin :125.

132 N
Wagner et NLRB.

1920- Kansas thed com ry



tal movement

}

C & H
G& H. ch. 20

22
movement opposes comp my arbitro

öState:Minimum wage laws
Max hars wis

Social Insurance
We're be d

T

Br

to even

Nel

ropre

it, mly tristecie!

Social.Sec. Act 13 :

Unemployment Insurance

YO

as dents.

{

pr) Yichanged mine

H

2.7 %⁰ payrollinx.. estars. Fed. tax designed

Hings yo
Sima jooked reserve plein ete.
8 har day often prodices more than !2 . Min. wagelaus

MPX, wages up.·crecise
& social insurance

employment down.



Peoples degree of employmen7.
If the least efficient are sentaway

ressefficient wi bothskewed curve .-
get lover wages & not be hired as long



100

Stachte Fes. 24
goods

production

goods

Principle of accelerated demand.
10 % increase in consumer's demandconsumer's demand magini lles itself in

demand for producer's goods .
of inInequa ty of

Gauss
Laplace)

Within bromsen

in mes
group .

iruBell shaped curve ( Daisy puta(as)

Average also the

} lined→

similar cure in time studies in laber per

Tailor society- systemot getting mos
by rightconditions, etc.

also the most frequent.

formance.

of workers

In thee competition wage rates will also follenthis curse.



Plearing 'S satte Ka y 1. h

Quiz Thirs. Instead #

07:1Chap.
Policy

puship wases.

Doubtter if
increased.

ts

Importance
Mõle of a

prefits rovided out.
now is to pusli down interest rates,

Result techno ogical

progress. Disea Hiium, unemployment,
MP of Latter must be 2 is pushedup.

fin going to lal is

N

employs clordar

(confusion, Staeble)
Crapa

Ur

buggy to a

Barrone it

eli

:me får

1

·
S:

m gev.

Nati Labor Relat s

t
mobiles,

Per gii$ die ea of

Tax incomes, not i 1913.Im
h

id.

·eir. Employer

(wages fund
:yer

change from Mise &

exi
Cinsien rests on

10 :

with
+al

2017.
oned landowners)

:; 1935. Nagmer)



when pon Laber= 20; MP= 0
11 = 7₂ MP = AP

When MP Labor = AP Labor

MP Land = 0 (I
4. Unused facters.
5

(1

Economies of large -scale-productie

Indivisible factors used,

by N

6

6. Coristant& increasingreture

increasing.-Zinen ech hlavea couch more than twiceas n

cte ease racios creases to returnson

Constant.

4
2

programs.

Equilibrium- marginal producte of facters in every industry

of = valve.

[
2 3

10

?

say

12

AP Land

L

6.

D

Heilas on ,



9

Benham& Lutz - Ch. 9 - Corribinations of Faciers

If MP ofIn 9
CMP lan

Dood.

2
proc.

tr
man

Matecz( ² : 1)

AAAAA

product

a

5 M

d=

(Y

}

M

s)war's
= proce

to tal

Average product

Marginal product- it MP) AP, AP increases.
if :: < AP, . -̈P decreases
MPLO when TP decreases

X

Rian

No. of laborers

(Remember TR, AR. & MR; TC, AC, & MC;
These assume constant land & cap.

labor constant at AP= MP, & vary
land is same as deciea laber.

If we take

increasing
land

|



7. ir lyof laver||
W ~jes tend

em grunt- no

( Then wh
J

MP) + case in

Srate
workerm

8. Wernen

wages

emand for thatY

DP
el
d

Maybe i
21

Squere profits

profitstake excess

Genral r.
Austral

in

levela

crit)
wage

201

lices .el.

igjes n
erice

verifers

}}

(₁
he is.

18

lining

Llessen em
imy determines Exterityhy

63
4.

:)

tet

10 Unions

11. Unemployment from, ajables casual labor, seasonal fluctuation.
High wage rates nudy least efficient must be dismissed.

Mechanization induced by high wages. Mech, die to lover interest rate

doesn't unemploy(ceteris non paribus) Lots to think about but



15 Mobilityof facters .Chap.
"Specific " factors-available foronlyone use.

iigenerallave,
the

The better conditions

mobility be

ofcapital applied to lend,

Capital

gofland- notphysicalling
bu tofland-valve .Also

only pro

demandfor laber, u yes ternp. go up.jo
emand for over

add as on
€

M.m. Oseny.
6. Demar for laber

5.

Chap. 16- Wages
occupation,

~(Marx)
2. Differences in earnings withinan

Assume in term. time- rate for all

3. Independent workers - take own risks.
1928-32, agr. prices hazed. All
it-butin cool, vrages stable & unciplymentup.

4. Wage = MR

I wages 1 &venty, less laber &more land will beused,

again MP= price offactor. A more ca al will be

until once

used27. DEHI rely says that the Wages follow M.used, the its eastmust rise too ?

Faut MP follows wages. If MP goes up, m

pein . Iy.
laborers as comp, ca se

het productivity .

Hivity.

fi

Discounted margina

eater will

PANTA

greater

F

hall, independer is tool

menop. Fi
meani t



Benham & Lute ChiXVII

1. meaning

Fed Giov

1933,

cap. formmila value = annualgield

1. Plish Saffect rate .
2. Time beforeppayment.)
In banks, in fact, long term loans are more easi

collectedon their short term . easily

Interest rate

Love

gold
inflow, lowe
rmickhigh inding get bank loans.

I.V

Interest

= 100

" liquid" - exchangable for $
only

Money loans on security are on

In Panics, all want liquidity,
Inflation means conversion of $ to goods

sacrifice -Aliquidity
short rates ↑

When people expect profits to increase, theybuystock.
rt term rates 7 in boom.

4. For industry & trade
hlongterm Hi Here;ta

b. Back

Firt
1/short rates&

bends()
Bottom Depression - stocks,

Tendency forling&short rates to more together.
135 to now shart ratesf
So short term rates also determined bysubstitute oppertuning

3. Demand for long-term loars - firms to make capital

fer consumption (slightly mixed with consumpt in)
goods

in Arm, fiuctuare.



Stachle, Mar. 21.Ass.
Benham²Lutz, Ch. 25-30
Gänzer-&Hansen- Chi 37

Quiz on dem Tues, after vacation .

Analogy between member- Fed. bank relations, and
diferent countri relations. Expanding countrylosses gold,short term commerciful paper_Bantters acceptances —

promissorynctes. Ifbank accepts to pay note when itcomes

due, it isa bonkers acceptances

Member-bombs may rediscant,getmormoney.
Bringcharts Tues

1

3

}



use valere verysmall.
Stachle - March 2

Money- relicte of dinsignof lab-& exclaringe.

Separation of $from commoditie's usedin exchange.
brit,

Metals came to be used in se coralled , laves

Missing link ??
Aequired valu apart formuse valke justbecauseof demand bus,

Fact thatit is
makes more valuable, Increases

reingusedas $ increases searei

priceof gold watches.

Distinguished European families oftoday

ofRobber Barons. Gold easy
Medici- safe vaults In

to steal.
for coin, ge apt fortit.

Vertificate
trest.$

This representative full-bodied & came about. basedontihtiate

Security against bandits,
confidence
fairn

German debt ofterinflation worth less thanbelief

There ira marker for credit notes

Distinction twixtpromissorynotes(not exchange alie)

& commercial paper.
Called loan.rate

are descendants

I take slock tobank, get&withet as
collaterali

Banksglad toget$out to earn interest:
I. R. in calledloan market indicates amantot $ available

for locis.



Staehle Febi 28.

Money-Buy DLuthringer, Chandler, & cline

Money; Credit, & Finance (1937) .8

Federal Reserve chartscharts on Bank Credit, Money Plates,
& Business.
Bring& keep these charts

Ass.- read chis 1-3 in Lörhringar By

Intro to money.
Functions

up
to date

We
reed farmin.have been taking, for granted that money exponds,with

1. Medium of payrrunts.

2. Unit in which to measure values

3. Standard ofdeferred payments.

( similar to exchange )

4. Measure ofa store ofvalie

Tues,

int is money.
Anythingaccepted as a meansofpayment

beceptability makes monny valuable
smillion of

million

Austinia 121, Germany ¹2-3, refusal to accept marks, 4.2 billion

marks = $1. German state paid all its debts at that time.
indebled classes, likefarmers, always wantTraditionally indebled classes, like farmers,

risingprices &inflation.
The very

fact thatsome commodity is besigesedincreases its valve money

20 billion $ gold in Ft. Knox. Purely theoretical worth

as

*
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Staeble.
Preserce must be a

March 19

% of all demand deposits,
including those whichone not creditcreation.

Know reserve ratios.
Demand deposits - 26 % in reserve cities (district Fill. bornly)

20 % in plain cities (side branch)
1300 in small towns (no branch)

emergencyPreserves cannot be used in an

Fed. deposit insurance.
insurance company,

Vault cash. 50
Allbanks compelled to join

depositers wen'tget raped.

a device for the Fed. Preserve toPreserves are only
control amantof credit creation.

product differentiation.
in the bank. Seinds. Proby

Advantage is simply prestige
altho no real aid is given the bank. Seinds.

F. 17. Bonks also organize clearing harres, exclude non-members.

Redisconting. Rate kept high, to discarage. Fed. Res.
issors banknotes.

When - Framsfor ofreserves isused as

mist reduce demand deposits.

system

payment,bank



8api
20.11
p. z
up.12
up. 13.

Xp. 14
18

upi-P₁32na
X

4 p₁-35,36,37
V/ p²39

pi
1157

55.pest@curtach

59
~41
~49
151
153
~54

11

Open market operations & recerveraties, Fedifles.

neapons, hegall imit on

som

Another - the Treasury- hasgrown in importanceporrer- The
as gov's Interference has,

cov.
1800-50, Manchester School, Colden Bun, Bree trade,

Smith& Ricardo its parents,ideal if cheap state . al. Bi : devel /mentofPursuitet self-interest best
are -higs. Change
moment.

7 (C

Theen these is to date

imit on resiratios, has been reached,

se geimngarn

During asDecon

assive

to

aci

€

e ge
is, feic of large-scale mempiay.

ut. Necessaryto Reed them, for



humanitarian & rust to masses
spread among incmployed,

This country last stronghold Kindividualism, Social

insurance in Gyeinin 1890, 1912 in
Engly recentlyhere.

Recognition ofgov. responsibi by toune.unemployment

started (notso - ust c'pout A) demand for paternalism.
Smith, this subsidizes maladjustment, Cheap glov.no longer

A

possible, Fed . Res,

e,g.

cic

Treas, can counterdercounteract Fed. Ples, systerr

Hing,1 member to Fed les deposiis,
is, by

shi
demand(from taxpayers clacks)

Non
contracting credit; viceleisa, expanding .
is handling such terhe surns, Fed . Ples, boardis ponertess,

2

equation ofexchanges

Teus P M
I ai me| + Inickel* 15 %

143, gov will sp

Total world gold stock, a - 155, andincs is $25 b.
He believes in na: debt,

reveston it = nat, income.

15 I dim
· winkel

reasons,

nummers notnew deal, Treasury is.governers

X V
1

x2

beid .62 b., not incorme wike 120 b.

Serrcisi idea

dime.2
2 n

limited only by pt,where

els */

you,

Quiz, will be Thiers., Hot Tues.



Stachle- Margh ?
▼

Dual role of rateof interest.
Am, manufacturing -$5,000. perman,ma

(not agr. -problyonly concerns)D

Long term rate:6070

Short term rate- 3

& lamoringit

3 %)asso

trosts, but in is-price.
Lovered in stimulates business by lowering, certain

but it ispricent factor, capital;
causes unemployment.it toeges causes

wr. to increase simul, aggravates, lowers

Allowingprofit

.

re

→ 3 %

assime,½ + 1=%to

machinery

Creation of Credit by Commercial Banks.
Lookat numerical example,"

Survey

1879 - Gg.went industrialist, protectionist.

Sources for chart books

to p. 33

Fed. Resi Bulletin, in Lib. downstairs.
of Current Business (Deptof Commin

Get to krieve it.



•

Ore dit expansion
mmer- itc real teacher: vidednden

Nex

sh:A from A demand
Hern

lover reserve requirement) means

time
1.De sve read .
posits - (it

$ threwn is 10 systern.

Stachle. March 17

Up to chi 9 in Lettiniger. Quiz Sat. -#hour,
definitions.mostly on

is a

Holding Co. owns concentratedly, bying to get control,
but investiment trust juns ramedly, security the object.

E change ofdebts of different maturity.
Commercial paper, promissorynotes, sayableon definite

day not "an or-befere ".

Bank receives debt. -not circclable as money. Borrever receives

No change in balance
immediate credit, pays interest.

sheet,
I feveryone had accountat sevme bank, no limitto Audio

Creation of demand deposite.

When 2 benks have debt, one to other, one writes check to

other on Fed. Plesi deposit.
are notphysical- a claim

Fed. res. deposits

Pres. -no interest.
against Fed.

6%⁰ reserve mustbe held against time deposits .
Banks must have state or nati charter, Nat, banks norst

JOTH- system, state b. may.
Fed. res. deposits are demand deposits

do varies with size Hirity.8 type of depsit. 20%
Banksin stictral Fed, ples.

durage
Hes, 2690 requirementi. 2007, w re



Have anoffice. 13990 white no130% while nothing
Because in small city, people will have their acceurits.

with the same bank . (tho feverpeople have accounts thing
cannot be

Res, requirements hishomer- Hey
withdration atpleasure.

Banks everyintiore want to prevent artures.
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Starchie , March 24
piq

1936, July Aug, Jimp. Feb.-June, "Apr.- May 50,inin reserve
downward. 41-4², jumpipirard
requirements. ?17-36 , requirements & ofpresent. Change in it's, requirements spicced

IES,
yearor 2 Apr., 138, major depress, on under.
way. - stoppage of dotes responsible - reduction of

T

business activity. 137-438 , indi act. Berm 120 to
80 (+34-35.900) In '37, you spent no more
Thom it jook in. So Fed Ples system decided in
ease credit, reduce requirements !

Now Keep up to dare
piss,
p.40-41- inci production. Howmuch

peacetime cons,goods? seepisa,

P = 18

11 -moneyin circulation

These charts endedjust
de finse " program,be fere "de finse "

p . 35-36-37-39
Fed . Res, bulletin .

(Surreyof Current business -wonderk! source,-menthing.
Armual stanstical emint -data bici re 1919

inging eimied

136 increase in reserve ralio, bends were soldbackkroger.
p . 54- money incerne

p.55 - cast farm hatmits, hump in 136, retorans' bonus.||billion)paymentsaincome
seasonalpisa depti ·sales '36hump.

pi 57- Freight car loadings important index . Seasonal,too. coal
strike decling 49 .

y

pi 51- employment,hours worked. 40 hour week

wage question.His labor to be exempted", - whe's

w

om dfilude,



that
Thecryof intern

Labor & capital do norm le
as in a coning
areas in coal & textiles, MWh. did not industry are
these area ?
war

Max.

ir period , Maklerse #

biggestwere the

slump.

effort

X

X

2x
2 x

+

a

Food prices have been relatively low in in

it goods used little fuel, and
facturers in this period, .. Co

mp dratie cests.
easily

only reasin fer sepurare!H berheen callines

Eig afterthe war, imin Ty depressed
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Eve if one
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di tra
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50or100
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100
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2001
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UTz say

International trade:

of difficultyof getting over nationpandanes.
Location ;

enium & senly r ire and-valies,
chap, 257

·parate theisyonly necessary

L

Natural resources, costs ofmarketing,
integration, gain from using

CA

concentration of industry is

Gain from inte trade.:

Principleof Comparative ceste?

Country will gainby specializing in there ind stories inwhich

its comparative cospadiantage is greater. "opportunitycosti"

Terms of Trade ; pa
A 13LI

11/12 1H

costs ofmarketing, advantages in
from using indivisible pecializedequipments

because

drea ,

L exchanges for I somewhere between

2T for 148 ! T for it.

Int, trade &prices ;

129 depression, raw material prices down, Britain

1 ,̀ willoff.

Free track; even without freemovement of laber, lets heavilypop.

areas act, as business centers, etc., and increases the supply
of land, raising wages,(but, by implication, lovering themin
traction cantries tracked with- bull) ( he says increased production

will then increase wages- ugh-h -h)
Assimes that MP determines wages, afterhaving

proved only that wages determine MP .
Movement of Pacters between countries :

(Mobilityof later hindered by poverty)



aupi 26 .
Balances of pay

the payrexpertson viceitisa, the
Payments . - excessof imports over

payments representing them.*)

2/ Estimates for U.S.

Gold sold to foriegners is earmarked" as theirs, but kepthere,

3/ Defectsof estimate

4) Hew Balance balances.

Increase of indebledness in U.S., and Camadioin bank balang

in New York.

21

5/ Correcting adverse balance ofpayments.
A contre cannot

1

L
go this,

exporting credit, for

its palances will soon fall to o! Banks, to stop

let exchange rate depreciate ", (1.e., increasevalue offeriegen

notes), stimulate export.
1).

I f bank wants to maintain fixedprice for gold, must
sellat thatprice. Thendeflation, to stimulate export.

27 277

on

Pi 467

chap 27- Free exchange rates

Whatdetermines exchange value of 2 in convertible paper

currencies ? Demand for& supplyof dollars determines.
(in

exchange for£)
2) Purchasing Power Parity theory.

Arbitrage profits hard to get.
Pelative actual purchasing pener in country determines exchangerak,

Diference between external &Internal purchasing poveroft,
If P.P.P. is higher in this coming than exchange valie, exports

He does notdovesay ifitis true ornet,
stiniulated.

?



IClean Tuli )

1 3. Instrences offecting exchange rates.
Supply< demand determinesI

(4) Monetary policy

Chan, 27 (centi)

6). Capital movements, including speculation

c) Demandof each country for other's goods.
a) Inflation

b) If one
sudetenly buys alot Bem another," givingit money,the 15 will

have inflation. Prefugue capital then moves, chilie example,
cantry

dietermine supply& demand

d) If fm. demand for Eng goods falls, $ rises over £ in exchange

Here is fault in ppp theory(brit pppists assime complete

mobilityoflaber, it's no fault)
rate ,

(butflowof$to US, willremert this).

49
Stabilization Funds

Equalization or

have one to keep bad things from happening theExchange Equal
Countrymay

speculation, Active Eig, inactive Am. ones.

Chapi 23 - The Gold Standard

AlicsIt practically provides

If purchasing pener currencymit is kept= to ppot certain
gold standard. 3 ways to dothisweightofgold, countofison gold standard,

aja) Full Gold Standard.

an international moncy, despite local
di Perences

ar²

Gold in coins to facerelve,free&unlimited coinage, export free. We had
this here til 1953. $20.67 perance.

b) Gold Bullion Standard
Eng,

$35. ance.
125-31,on this, Convertibility both ways,tv 5,510

V.S. since 134.
butno coins

c) Gold exchange standard
Satellites of G.S. canting. Such countries in the "sterling

bloc". Keep currency stablewith planet countrids by deposit implanet

-it which can be raised& lovered. It keeps these in



interest bearing bonds. Foriegn countries lasten these when Eng
5. left standard .

2 Rules ofG.S.
Fixed rates ofexchange . G₁S, country cannot fuss with

currency_independently

importso much ve lose credit abroad, &goes

4.

If weIf we are on M-C

onlyby selling
Satellites

country

3. G.S, in practice

down, export wouldbe encouraged. (But thisaintgod)
go

prices hore

Actually, authority will lessen amountat
securitiesan open market and raisingbank rate.
must take burden of this, //Movementofgold insideis ok, no trouble, (be Her have one standard for whole world)

follow rules. 22 billion here, 812 billiein

gold
Central bank may

in 124 - foriegners purchasing securities. We aint following
rules - did notallow gold to increase amountofmoney here, it's
sterite, Or, 25-31 Eng, can refuse to del

gold. by borrowing from abroad, orby ban on

by tariff.
Causes of gold flows (same as influences of exchange rates)

not

goes domni

a) Monetary policy,
i inflates. - loses gold, reverses inf. policy.

An
egon.

exchery

when losing
landing abroad or

bl. Capital movements
A lends abroad.- gold follows, deflation, Ac exports,

c) Precip, supply &derend.

a) Population change
A.'s increases. Deflation experts. Termsoftradewerken.due to larger popus

b) Capital changes.
A saves, gets more capital.. Moreproduction, experte,
gets more gold. Bigger actual income.

1) Changes in technique
Similar



Chap 30 Import duties & quotas

1. Arguments for protection
2. Protection as emergency measure

Toponnote employment in clepression.
3. Effectsofimportduties.

4₁ Import quota

S. Precentworld trade

Protection ison, memployments ofeveralmness,



ch , 28, (cent)

d) Changes in demand.
Demand for BS falls, I loves gold, till imports onefordown towhat she cam

com pay

5. Monitorypolicy ofsystem
Country that loves gold should be losingit.

Perian, lad. 1.938

Import of goods/(exportof gold) causes deflation. Deflation couses

export. Gold enters again, & inflation causes import.
is net income = production & feriegn interest,

Country's
betincemen

Above relative. Non ausolute.
Increase in all gold.(General in &deflation, compotted.

1924-29 wages rove, Itnotas muchas workerly outputs

6. Merits & defects of G.S.
1

M)Practically fixed rates of exchange, faciliteltes exch

D) Goldrovements change interest rates

Misunderstandings- itdon'tprovent inflation(byallcanitoys toyester)

DJ DePlation semetines necessary,

7. Devaluation
to correctbad balanceof payments)

To keep stable exchange rates withat deflation. U.S. letgold

135, returned in '34 with 6000o backing. ExpertsMinnlated.

Chap. 29. Exchange contel

1. Motives -insturmentof centralplanning,To prevent flightestcapital.

2. Methods.
3. Blocked accounts - feriegner's inGy, can be used only for buyingGerman.

So people stopped crediting Germans, & they had to

4) Clearing agreements -not always satisfactory

3) Payments Agreements - improvement on above. Comproficial.
5)

course of trade badly altered.



with Lyjonis, chinery

Staehle - MayMay 2
silk begom to competeHingonom silk begom new ma

Pes
vs. old. Newcomer advantage. Protectionism the result. Warsent

production to Holland ofcoal, & to Poland.
un down to O cutput, & consumption"In pune theamy, system might

Indicating fullsityof theory.
If atatany time savings > "in-estment, "downward mariment

selsin ". (! ? ! ?) As. incomesgo downci saringsgo

investment, movemint steps: Butifioromes
/ down,& when they= investiment, movement steps:

decrease, will there be new investment?, Keynes said, since itisnot

investmentin real capital thatmustoffer savings, gov.
incomesby overspending. But this ralises incomes,, " sarings,

thing happens again,

Because ( 10 ) they will

can create

60 spend 60 offererion consumpti ingooded

70
false

&.
Butif new investment ='s, there will beonly 65 new incomes,

i drop in demand for consumption goods,-

Consumption function.
Nat. debt will never be paid back. Debt represents threatonlyas

it is heldby indinduals, &interes & payments may be abolished,"
were to payEng. 1918-38, + taxes here to

certificates to finance war.
interestern debt. Garshouldese

gold certi

More assignments

*



Stevelike Afprit 11

Go igoes from W. 10.E.from W. 10.E. MoneyIncomesIncomes ... W. down,thy
spenditess for everything including limports, pricesof steel

arapefrut town. "When "price of E & W sitel=))"
tage.) (if (pricesurmattect
geftor must change rel"

Asserve no com,
Ki for

change in

to, ofive mp, avarnierge) Now say grapefruits own into

ncreasing costs before steel. They will be list to

casts, be east&vest Finaloutcome - west concentra

m

f
ar

G

eged treen
papeliit, Eon steel.

ad ar

It, under free gol tandard) Britain starts to import more.Then

before, Brit importers have to by from $ theirpricegoes up,

Can this movement ofexchange rates continue ? Limitis
Importers insteadof buying$tremsportation cestofgold.

pri( if Brit importer. $$1000, he buys, for $259,$1000. But if

itcests £1 to send £250 in gold], importers will bygole[.surgere itcasts
advantage!)

•£250 &send it.[unless castof shipment.

([. armarkings)

Goldstomdand querranties stableexchange rates, but

demands prive shifts, Free exchange rates keeps prices

constant, lets role. flictuate,

SC.



will be

Greator catastrophe to employer, the holds out.
Crafts all assume theyare so's mall thymaklittediferong,
ask too

Slichter

1900-20, norise in realmage, not physical productivity.
1920-40,

ni & in

(& memplaymont)

great differencece twixt union &han-union labor

can there be ? Dependson how nice monopely position

guy has. Butoften unions push wages up till moststuf

produced in non -union plants . (W. Va& ky vs.

0., & Pa.)
is

Ell, End,

Should wage
rate rise & fall with demand for labor.

orwith prices ? Slidingscale contracts.

Workingrule- wage demand
cmnflict.

Unemployment inevitable with collective bargaining.ţ
I nat. income to agr.

(probly
landowners

called

gain felly emplayed

gain Ally employed in city)



2

S.aehk- Feb. 19~
Quie Tues:

Marcinal productivity theory- Chap. Il in Mayors,
Links consumer's demands to demand for factorsof

Link
production.

is marg, productivity. Demandis m.p.

In equilibrium, mip. curve is demand curvesve for
that factor. rate

in wages imeans rise nicests
"resulting lovering in employment.

new intensive capitalIf wages are high, by adopting

intensive techniques, productivity of labor is increased.
Printers, eg, raised their wages, &so entrepreneurs
used somuch capital that printers wereprinters were very productive.

If relative wa rates are kept high, its = toje ve

cutting outpart of laber supply!at
Só due.

technological " unemployment is really

to high wages (crap?)

Plise in
At least increase in technology.

ľ

Decreasing interest rates since 1929.
·1⁄2 9⁰, very low10⁰ annoE

skilled labor is scarce because of restrictive

of onions,
Slichter good.

policy



Sueden, newspaper priiltis get highest wages,
becauseof urgency

of

I`me articity ofdemand in

industry lets enthons raise wages.
Florm is in sneden high wages, so they've

mechanized.

any



Ec. Feb. M
means less anyuse oflabor.

(ouse]
Plise in wageFalue
Technological advances ofcause& trade unicorn

IUnionand invousUnionyany for laberofpartractorind

Grafft brions
Graft Anim

ra
$40.

Grafe Ansons

275/ 11,000,
1100

+
s s s

Cruft Unions

thoms in building treades
stop intraduction Alabersoungduites

T

1.



EC.
Labor:

"Plaise in

Feb. 14

wages " have.

}

Say Chapmants

may many meanings.
Wage rate .
share of national income going to wage earners.

1914 dollar worth twiceasmuch as present.
Most costof living indices of doubthIprecision.

sliding scale forwage rates.

?- -Raisting wages raises prices. I
When relative prices get displaced, less reliable is indon

Some taxes not includedin official index, so AFI
is not refusingproposal is not refusing to share the burden.



J.R.Vam Hicks, Theoryof Wages,

Wages
rateWage pay

Time &a half for overtime

Wages, math,math,
appendix.

...

per man hour,

Weekly earnings

Pay roll (does not include salaries)
Worters annual income

Raising wage -rates bessens time

good.employed, New Deal no



W²

Ī

Ec. -
Benham- Ch. 16ch ,
.G . & H- ch . 28
slichter- Eri of collective Bargaining.

Ben ham - 17

Benham - 18( G & H 27,

Wages

m top
atput

($) .5.
$800.

total
sts

Feb. 12

Min hours ($)
units manhours have

Translate into money

Units of production also have price

Pass from this to representation in terms
proportion

A surad

AP

man.hars .constant

fitxed



Lutz - Ch. TXBenham & Lutz
Meyers- Ch . XI

8 L. Ch . x V

Exam
23 15(+7) (2.4) (3. (42525

It
may

leave first.

9
163/3

15
1637/7/7

5. 13
163

be the better entrepreneurs who



P. 146, R

(ciber)
15

5

Land !
7

cm beto&

50 woe

100LAwen 100 gols.]"

1

10042

Gwen 100.4

1

Å

200

4½

TP

jojz

AP
1

14

80L

100 M

1002

12.514 4²

100L

200 gols?
!1004
400 yos!

IP
Al

MP

125

2
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J

Mr. Mason Gaffney ,
Grays 17-28 Harvard College ,
Cambridge , Mass ..



LrinLove of D. 1.Pr

AP.
whenX. when =

LA

of labor

It' bu

= M.P.M.P.) of what happen when facters are in erh
con di

MP ofLana Illa

IfMPof lail= · CAI

MP of läbir is al

P₁.147

dustri

ist= .

must

be vall ESS. ?

an sittol vatic

i

}



Keep up with reading.-Tues.

Wheat
bushels

8...

5

134
No. of men

Ave. apeptperman

1₁-
1.marginalpi

Law of diminishing returns is not just forthe

application of labor Ecapital to land, butalso for the

application of laber to cap. &land, or eap. to lab.Lot-and, or

Land to Lab. & cap.



144
12¢

MC

MA

Outof pocket current cacash ououtlay



Stachle - Feblo
;)

Ma ; at products must= prices
= each other?)

1

Marginal value products = prive- Butwhen equipmentequipment is frozen,+ is frozen, possibilitiespossibilities are limitado

Mobility of factors would increase production.
ity in

people aren't so

They
Istructure .

this country great. In Ewrope
gay about parting from theirjobs.are som all in texts. Thatis the advantageof

No Proxen capitalang cantries. Lookat Japan.
The higher wage rates, compared with interest, the

less capital used, the more mobile

Ass. - Lookup_shiff about wages, read them.

♪

1

1



() control byFed. Treasury.
Changegoldprice. Purchase silver( '34 Act). I change Treas, cash

atbanks, Stabilization Fund - whens -buys, expansion , can shiftits.
gevieral fund from meinber to res, bonills. shit social fee, reserves..

Treas.& Fed.Mes. often conflict.

VII Meaningof valu of money,
Indexnois.

ofSealar /cyclical irregulam

down

VIII

a) upon overperiod ofyears,

b) business cycle. Boom highprices, depression Ion prices.

() from wars, disasters,, Civil& WorldWar, prices up.
prices.

Wages move stoner, up Idepression,
"Price changes as consect

Equationof exchange &quantity ofmoney,
price

11

Elrégust
>v-..

41-0

T
^

Adv

::

PT
L

ha

M.) Both currency& demondde osits.
Golebe = .

L

austo

Gold hoarded in
A Trevid few

MY =

TX Velocity kmoney & vol m
Despression, 50 % ease in V₁V,

infla, one.
Viner

have inghet

= P

wit count.

£s.

1. 131, comerted
Gole production in depression highest ever. - low pri

pds.
Ette. Diferentine ession

oftrade.
less

M.

deposits

V.
V

raries intersely withmea votime

de 4of me

y thar cash . N
4

1e 014



II (cont.)
1)Fiscal agenisforus.-col ·stlib.

c) pervision of banu if operations, fai
Corpo)

d)Loans & imestments.
~ank arejust debte,payable in demond. (Ples. Bank's mus pay)·Deposits at Res "ank arejust debte,

stirs, (pi103 ?) . Must hone 35%
Pres. banks make mason loans, deman

lawful cash . May exchange Fed. Res,notes for

+

pay as
themfor investmevire, packeding yougoldeertif. gold certificates,etc,

May tend to anybody. Mostlytomember banks, on ajapromissory notes.A

production by Their ownpremissorys, U.S. bunchsuscollateral. Bermin on commerci

plectepingers cell rival forainpromissory notes.

paper by
redisconting

formerly ineligible paper, atIt to higherra

Now banks can borrow

"Since 132

chirourage

open
bought&sold.

CAM

-market operations.

gov.
isgete. 135, Perbinien: loan

3 &nkstotters under Fed. Deposit Insurance56.

viceversa . Importantweapon

Quantitative controlof Bank Credit.

Banters' acceptances & Gor, bends

When Ares, bankshy theyincrease reserves & increase cash,&

6) Treasury currency-
of 1890,

II
17 bilion $ for cash, 3billion lockedep. Butonured.

a) Mone +gry gold stock- Treas, bugsBisel: freely itmay beinip.&exp, so changes,

have effects. Gon bys gold with Fed.Res. notes, increases de monddeposits, &

Iimports &exports change its value, 134, gov, changed value,$20.07

-Thah banillipales, greenbacks, siller cert, Tieas, nors
vice lersa.
to $35, made 2 billion.

1) a) by

suver
nat,banknotes,

c) Fed,Ples. Credit.. These 3 isedas cash &momberbank reserves,

Other purposes forwhich used -ALocked in Treasuryof Res.,Bankvaults.
y ven member bambik deposits at Presi banka

3/ Misc. fediples, accounts.

5. Controlof Quantityof money
1) A fecting quantityofmembers

varyingreserve requirements

thethern.

115, &subsidiary coins), Since 32, increase ofsiher, decreasest

teserves

"redisccuntrate.

Raise it, o secerage loans, shrink cash, viceversa, Weak,however because barries

don'tlike to botten olaymaymoral scasion.b) Direct action
C) change discantrateson acceptances.
dj.open -market sales& purchases of 11,5, securities

Sell to contract.
x) change reserve requirements.



III Credit & its instruments

public & private, mpt8 five 2 productive credit bam isbuy

Instruments -pionlisserynords (bonds) (commercial papers -openmarker

and customers ) Promissorynote payable on demand- callloan. (purpose

bank loans to customer

to by securities " on margin" - call loans are for He margin, thensecuting

pledgedas collateral for toan with which to buy it. Highly sensitivemarket.

Billof exchange,draft-order.(as opposed to promise) to

pay, Bankers bills &trade bills. Time dire #ts (shortterm) & demand

crafts. Bankcheck a demanddraAt Cleam &documentary

( bill oflading &warehase receipty billsofenchainge. Iall billsof

exchange from international trade

II
A)

Investment institutions & commercial banking,
Intermediary investment inst.(no creditcreation.poner/

of Imestinentbanks (securitymerchants) purjost security,

6/Investiment trust the sellstock, buy's diverquint-securities,

banis
c) Bldg.,& loan ass, mortgage cois, insurancecas, savings

D) Banking system ofvis.
16 doo banks, 900 savings & 15,100 commercial. Allscurtige

5,400 are nat, banks. Few mincorp.

c) Commercial banks

bomby state.

Create demand deposits ,
days.

Banknotes - circlatingpromissory poter, Overissue common inunregulated

1885, 1090 taxon stare bemuncres , 235, nat, baik note's collateral bonds enied,pores

themselie's now going. Fed, rec . notes left.
D) Limitationson creationofdemand deposite .

2670, 20 %0, 1490 . 6.90 am -ime deposits

(36-37, requirement doubled to present in flation)
Vault cash, 4ct usually.I. Centralbanking & lest, 1914)ystemFed. Ples, s

40-%
each bank; Bourds &Gaver's ret

with 6610 assets. Me haveby stock. pres. &Board ofdirectors for

och.(presidential sa siree!! Appices); open -Market commities

ver to the governors,
Fed, Advisory Council, 135 more.

Functions dcleating & collecting checks(in - al ash)



Luthringer, Chandler, Cline
I. Ec, significance of money

A. Functions & significance

II.
89.90€ ert.

F.
1. Pi .

of money
Barter resorted to in depression . Difficulties- requires coincidence

ofwang Things incute; no micasured vale

ni

4Leer132/me

Gem -al acce
Be

ve 3) standard de
essental.

Ở
e deglesson ge -as

accant.- standord money

to $35vale bi -not mediam of change- all freely comertible to

= 13.76 grains gold now; once 23.22), Pound

133, goldclauses millified, all istu fmade legal tender, 1896-1913,

$ down &; 1922-32, $ up ± . 1930-33, hoarding.

Depression deflation; boom, inflation.

money
first commodi :.S. Prablegoods, Metak.Tokenis. 7th BVC., Lydia,

not essential. Band.

1)me diemal
4) .

Kincs of
in ney's pieciminin - con

56 .

T. 1,052.

4,189,
and iofc. 38 .

motwayn"value,.

(5275,

nage accepted, inpost,

nage.
withno guarantees, 90 % business transactions indemand deposits

1. Full bodied morey -free to noge,grain the bod edjorta m.(033.10)warehase receipt for
II . Rep. Killbodied

i marrials ,marketvaive
MT . Credit ma greater

21,814.-( 1

SW

money.

B. B .... H

a paythents

1. Circila

Unitof!

_'retired.

2. Demand deposits .

casmeof

4. Gov.
1.Token coins - limited coinage . Seignicrageprofit.

Free councit ility with starniardmoney.
wareh se vect" or de exi

mancy2. Prep to ... mey

3. Circulating om isoryi es issiedly gove- gree acks,by
1879, now inconvertibie. 347 million $. Treas y res* how 289.of ca 18 mi 2 all vetired but 1.4

gold.
now inconvertible.

eis - National 13 foles,
Fed . Ples, hotts, considerable.
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Staenie - May 21
Neal is dull, & stinking. He recommends Mendeurshauser
Economics of War, Outat date, butprinciples.
Would be good for final exam, Brown book not.

one there.

Effort we one puttingout now is costofwar. 1)Increased
prackotion &2) Becreated Consumption, & 3)CapitalConsumption
Ethiquidation of feriegen Assets(important for C.B.

They liquidated shores of stock in Am. corps, heldbyBrits.,
slaved stook monket rises, this got monyciedits not with
which to buy Am. goods)

+

·Financial aspect is buying bonds. It could bedone
simplyby printing money, betting prices skyrocket &reduce consumption.

Hominer, that with social injustice. People wouldPeople would get greater I$incomes, but their laber would not increase supply, prices up.
Interest & amortization on war debt is simply redistribution

of nealth (-yeah ! - poor are formed, rich getit)"
or

T

+

1
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Bus, cycte
Distrintion

Var
Int. trache

1

Trages
Bambling systema

i


