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Add any asset until MP

MR + AP

P

of
Have I bn unconventional in assuming MP ofcap. was not net

deprec-n ? I believe custom probly wd dictate distinguishing

inventory fromequipm't, & decuits tumover but notdeprec-n

I'nandtreat'sbothsame.

i

MP = Pi
Pi = MP +AP

i - AP
P
AP

Hi
tummen
impar

!

const.output

hand input

Const. value udded



The Value of a Man
The Miami Investment firm of

Makris and Kakoulis places a
high price tag on one of its part
ners, Michael Angel Socrates
Makris . The Miami agent of the
Pan-American Life Insurance
Company of New Orleans sold
the firm a $2,000,000 life insur
ance policy, with an additional
$1,000,000 accident policy nam
ing the firm as beneficiary. This
is reportedly one of the largest
life policies ever written in the .

Florida city.
Only 29 years old Mr. Makris .

has made quite a name as the
boy investment wonder of Hous
ton, Tex . Back in 153 , for exam
ple, he organized the Texas ;

International Sulphur Company,
to mine sulphur in Mexico .



R.I.D. Allen has_
_timenondiagram

pref., choice between

present & future.



As to propriety ofcalling gross MP ofcap. its MP,

Bach calls it its "rent" (p. 437), by which he meanssameas MP.

From that deducts deprec-n for 'netyield".

Is this thegurl usage of "quasi-rent" ?
Bernhard seems to useit so, too,p. 196



show how low 1.n., competig w.

his can earn higher & higher returns

by shift's buy's futures.to

Workit out algebraically, &

arithmetically, add to
ch. 6 demonstration



Stigler, Thy ofP. p. 180 fente

says Marshall's questivent
was net of mutnue &depreca.·

-rents be negative.
"non-cout

This lets quasi

Stig.say they
outlay ", sheln'tbe neg...
to his quasi-rents include

gross,exide y Deprin included

partofAFC
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Articles re 1.1. & nateofinv.

Nallich, Henry C., " The Changingsignificanceofthe interest rate
Mentions thatff. studies,proponentsof1.A.

XXX VT

5237

s 238

5235

i
refugein long term.

Cites

on

Dec. 146 761-87.

See also

a. J.E. Meade & PWS Andrews, " Summary ofreplies questions

effectof interest rates ", Offord En. Papers, No.I, Oct '38, 14-31

b. J+ Ebersole, The Inflhremceof1... upon entrepreneurialdecisions in7 "

Harvard Bus Rev., XVII Aut. '38 35-39
business.

l'apers, No.I, Oct 38 p.9

And

HD Henderson, " TheSignifiicones oftherateof interest

3
1 yrs

to

jibes W. idea, forare

p. 819, has 1.1. affecting long
my

GER,
took

5234

good) Futz says

"Lutz, FA, " Thec.n.& invent in a dynamic economy", DEP XXXX Dee $5 811-30

thevints who emphasized effectof... on decisions wereassuming cet.

peer, while in factcet.nom par, hence somallevident effectof..n. (Good,
stock)

are more cet. to be non-par

term decisions more, bes isa largerfactor in them.

2.e. studies show inpractice 1.1.
which apply machines &equipment.

; Oxford Ce

5233 and Moonity, M, " Therisk ofobsolescence & the

interest - JPE LI Ang 43 349-55. Mornity emphacizes capitalion

restoring impotice of..
Moor

descence & the importance oftherateof
na

vonity cites studies that machinery, equipment, mustbe recovered

bus,won't invest, due to riskofobsolesceme.
ofalmostno accountin det's margen

to



1

S

AsS.MRS, Al

increasingit anas

as move

cont.net

const

get

to•keep const.gross

more

gross

steeper

along g.o.

& yenechanges. That being so,is thereys

curves become

almost exclusively.

gross output -which

curve,

mr.s.

L

Al
As

Const.net

lond, which yields less grossnet

as move to

means changingchanging netoutput

constgross

remains const., but I'las pobly changes.
any pesumption that g.o

•night? Yes,steepness As bes yefalls,

Cd use gross argument. As right,point
w why become steeper ? Besye falls. Butpoint out it
cloesn't fallfast asy₁, bes of low gross. Mor's out, keep's

rates of land,rock, y,falls much faster

net

curves move to

any fixed

faster, if 21 times more gres, thatwalkeep gros curve conet.wd

slope, result in more land/stock due to loweri.

say 21 times



Org.of Conclusion 2
Therefore

A m.n. uses much more land, butland, but only a little more ccap,

tends to be fand intensive. [.., also, misalloc. ofland

"problem
" them of cap.-# - more waste]

skip

R

5.
·

Come at samepoint some

a. MRS = Itii

+2

a.

e

diff ways.
curnes

forget that? Int. isonly costofhild's land. Indiff.

more serious

1.1. on

Ww cap issmall,gets

b. to 1.1. makes futures relatively cheape

c. So mr can notoutbidfor nearfuture, comforforfuture. Apply to diff.mgen?
cap., by only smallsum.Aid . When -Ai, land becomes werth more, by yield

E.g., 1.1 . halmus, l.v. double, but cap. justupa little.
c. Tieup less money forgiven A ofoutput.

Add some reinforc's pts. -&qualifyfirst. Mightsay.
showerfor cap., be included corpus, Sandales embodies annualpotential ofland.

as A Land&cap., latterhits clim.ret.sooner _I hashigher

retumsgoj Vack. ( which inc. means steep MP curne).
Escape intofutures w superabundant assets

Avoid hi

b. Land has As

< submerged.

dim.ret. curvefalls

net

c. Credit rating higher
long in loansforsmall

d. Mapy
londAs growsales less themsame incap.

in det g MP. Hardin thy,
e . Lange margin of

practive. So aren'tveryseve what net MP of stock is, mgnoferro

exceech i. So i lettle influence.

un more in



S,a.

To achiene

costs

Land
X

Start by supposing an

grossof so much. Then i...
that i affects sht. I'm very

Stock

Draw curvefor which MP ofstock = MPoflond

cont. Increase

ginen

to outputs, or spy adjust

ma

+

individ. cam

So

g

clearly settles it.
little , so ass. is wananted.

Itys
18

XL

ofoutput ?

or wants to handle a bers.w.a

Introdure Iti. here, note

A of gross output, tohow decideon landor stock? Cf.

cost of bound & cum't subbigfor As As a (cast ofAs]
As(Iti)

= 44

Sounds awfully persuasive -until
on mas. Besicles, cloes it sound

i

you get into offectoflower

yields. persuasine Anime to say you are.

settlefor higher yestonpig, Ilet itgoat that? Might

Another approach. takeoff connualbasis. Take MP an

As MP ofBand than stock, cost remains sume.

M

Put it thisway: in halvesfrom 6% to 3 %.
worth twiceas much, same cort, so
worth only 3 % more, might buy a little more.

27n. Then fullof .6.0.

in halves from 6 % to 3%. Suddenly landbecomes

buy
But stock becomesmuch more

|



Algebrais solution to

Problemof loud-stock rates.



b, cont.

lowerSo us 1...,

buy near futures you

isnot absoluteproof.

cam

you buy future assets you
wohn't before, but not to same extent

2+

9 see no

giveniven article, you'll
you'llfind a greater increaseof

just seems likely that ifThis,again,
you are willing towilling to pay, at 2%

14 times more than at 6 % in one

mkt, but only 1.04 times more in another, for
move into that mht. more, bes

things you get in ye price range, below you max.price.

argument ? When 1. halmen twice as much
How spike this argument ? yr willing to pay

for land. (orget halfas much from it). You won'tpay much moreforcap.

(nor get much lessfrom it). Except you
it. eyou pay's twice as much for comything ? Yes, for the annualuseofthe

capital you'd be willing to twice as much interestpay

will get

still see

wohn't have otherwise. Also

on

9-11

2If landyielded *,& i fellfrom 6 to 3%, you'd be willig topay twiceas

If stock yielded
id ģt $100 worth, & i wentfrom 6 % to 390

much for
land.

$103 insteadof $100, (selli;forit

;

get halfas muchannualyieldfrom

you'd be willing topay only $3 more

itfor $106)

You'd add lounduntilit yielded #3 in 100. You'd pram 5200 for landhygislatz

$103stock. stock.. $

only then it won'tyield $6.

shining ray oflight. So chop itfornow.



annual

that for any given asset, w.
purchases more when future weighs hearin.

given grosi MP, is lower ... affects

And can say is no

reason to think cap. freer of dim. ret. ( except that its MP includes

corpus - is that- & thatargument hasdequalifications). & corpus

makes for quicker dim net returns.

Probly
not

rigorous

b. Future vs

Problems

amt
you

present.

Original argument is :

future, the more it depends.

What is

acrose in converting to annual besis,

present

Pr

dp
di

P = 7 (1 +i) ^

Fn
( ti)"

value of future depends

So 2ifalls, you willpay the

payforfutures As, & the farther future the higher the 90 Awill

as

d?
>de = # 7[~ ~ (1+i)=(̂ ^ )̂] = = 7₁di (1+i)nti

1

dp
de

P

on

That is the absolute change in price. It As with a up to apt, thenfalls.
What of relative change, to change: 7n

(1 +i)n

7.
(1) ki)^

9-10

i.n. I thefurther.

n (1+i)"

(1 +i)nti

Iti

Which varies w "b



MAR

annual useof

I tried to show that lower i makes " land cheaper relative to stock,

bes Iti
i grows higher

But failed bes as i fulls, firm expands, & y falls. But this
it takes more land to sub.for given stock &m.n.s.

a. MP

1. e.

Ait lower i, firm applies more land & cap. tofixed laber, so y falls,

annualprice ofstock
land.

~/ little

costs.
may

=

present

4-9

Al
A s

So atsame time land becomes cheaper relative to stock, it also becomes

less productive relative to stock. Mustfallbackon i not affectg short inv.? That weak,
bes moreland mecens yo rises. Fallinsteadon faster clim ret. to stock.

I.A.

How does this affect other arguments ? Are they also this neutralized?

a. MP : b. Future us

means
1+45

72

on both.

Gross MP, current

Arg. is for something w. given MP, today. If land, cost is all int.
of stock, almostnone is.

So aarg. says, fulls,4 land, to lower ingn. Firm wd. thenfind

toto keep

fixedam't

yield of stock rise, & bypadding wd add it, too, until previous proportions
reached? Cf. to laber. Firm wd. add more laber, but not enough

pop. fixed, wd. have more land for any of labor.
We also have more cap. for anyfixed am'tof laber. But only

of manybes price is only a little lower, bes int. is only

Now there's no proof here that this small % decline ofcost
one

more,

To as I land. We cannot 4 am't in same say



Y

As i rises, const. outlay line becomesflatter

curve becomes flatteur", &MRSas ye

yeccam nise
a,

A4 ye.

bis arearegett

stuck & land.
smaller

due togett's

In other words, asyields rise,it isn'tnee. to have

Land

more

stock

stock/land

laber/sthot&lond , both, by reduc; outlay .

lo
Which leaves it absolutely indeterminate. 16 to 1.2. means

more land/stock, mustbe due to factors other than ongraph.

As I rises, a const.
at lower i.n.I think so. ya apon

price ratio. Iti , higher as ifulls.

outlay hires less factors. Have I considered that?
becomes bigger, g-mas higher an(yo)falls, &

move to

4-8

stock/land to

stock.

curves become flatter as lower;&Const net outpul

higher output, ber as A stockby 1. Agross

output by do Itys; butasI landby 1. A gross ourput
So crowd thefixed laber complementby only ye.

more w.

of
fixed laber compl.

In concl., do it w/o gruph, just mr.s.

cd.A the laborcompl, but reason's holdsfor any



At pt . B. ifwanted to keep
output, cd. the

Ays

%% pts by buys it just a fraction cheaper, or sellisjusta littledearer.

W. land, cant Aye so easily. If bought

Slopes of const.output curnerchange

Const. Gross ourpui , slope is
Al
AS

Al
Const. Net,outpui, slope is I'lAs

ys

ye

it ys
ye

As we Ai, is nec. to Ay, for

move toward origin, farger y
output

somesame gross

new

willbe

eg.

means Il becomes smaller
As

curve becomes less steep, becomes flatter, thus:

on a

In other words,athigher yields,5mas oflandfor stockfalls.
~ Is it that the curnes

19010 %10 % cheaper, stillonly Ayield by 19

changes.

comt.
When i rises, new eq.

slope is flatter, where it is smaller.

were concentric, then new eq.

y

That means

slopeof const. outlay line is Ithe

slopeof const. output line atanypt. is

flatten? Or that we mustOr that we mustfind flatterplace on them?

at
highermgntyields, takes les lound to replacegros output =+topofaunitof

stock.
gross

of

wd. have more stock,

AS

stock(lund.

a smaller ourpui;

nec.

P₂(i+1)
Pei

Ps + Ps Ya

Peye

output curve ataplacewhere

cd. be sure that G - MRS cumes

4-7

const

Iti

gross

jachtopportte
Vuthakwhat thoughpersonalefor?

Ity,
ye



G.MPS = Alse
-MRS

Eg. condition, at A, 44 =A s

Depending

Alx y₁ = As (1 +y₁)
Al = 1tys

ge
A s

so eg.

on "i ")

const

This is not new. A

You

when Ai .

that

Condition ofgives eg.isgrou

P₂ + Po(i)
Pe (i)

cond-n at A, is

This

suppose

comes at

Itys
ya

satisfied when

y =i,
It can be satisfied when yo = y₂ = iYe

To satisfy both at once, Y₁ = ye =i

ration ofcliff. ratios

Iti

ys =ye

"A" is dual eq.

Assi, get smaller Al, &

curve

sl
Iti
i

We want to

higher ye

gross output curve. So at B, not in neteg.
& when halfway along

(the neteg,und), not untileq.

7-6

mice of stockforage-Potoland A

sitt

Al
As

see whathappens

relative to

reason's says sub. stock.from A to B, gross reasong

for land; netreasoning says sub. landfor stock ! Is clumsiness ofmethod.

Wd. cut back both land I stock until again reached condition

y₁ =y₁ = i

:Which leaves usw. this: foragiven yououtput, 1.1. matters;

it clown't. Which leaves a net suggestion thatit matters some.

ys

for.agine net,



Start all over

Land
mendin

const. gross outlay, equaly

I.^.

F
Unit ofland is a worth }stock

is

Stock, msnd in $

which const.

JAL

const.gross

so Ps = le

const net oulpul

net ourqui . My

outpurs (₁...agiven firmwill).

Const.-gross output of $9.

outlaychann.(e.g. 590)

since theirprices o & X, are =

is one

i is

ye is yield, mgnt, on hand (e.g. 890)
...stock (ey. 890)is

gs

(For net egf; ys must = ye,
(What is condition ofgross eg. ? i=4 ?) ( whenget gross eg, is y, aye, new.?)

which
yo = ye, except at onept.,

Their, A'l= As, bes ye = yo

to Pex Qe + P * Q₂

y== ye changes.which yo = ye

gotif gross outputs, choose cliff ratios at
annual cost of holdig stock, net,

aA curve of constnet

which is eg.pt.
for anygiven net output, regardless of 1.A., producer will choose ratio of

suchpt. for agivenland to stock such that ye = ys. There is only
case rests on this, that at diff." choose diff. net

And as net output changes, ratio at

one
I.A..}

=

..)

Which can be shown by shows thatfor
I.A.S.diff

Pixi ; gross is (t + P.)
Pexi

4-5

omn't subbig in netvulpulit
Land net &gross,

Al is am'toflandsubbingin gross output for do ; 4't, ben

Whatis condition ofofgrowcy, asatplss



Now refute argument that N-MRS same atall in., .. 14.

doesn't affect land

1.A.

stock

Land Net

get

Stock

sl
N-MRS (=

Al
Atatz₁ N-MRS === =1. Ingmal, N.Ms =11/121/1(=10/16-11/1)As ity,

So for anygiven net output, best combo unaffected by

of the netoutput to be final eq., i =y.course,

both
gross & net eq., samept .

Ps tr
1Bes for grosseg, As

Al

This must come at same pt.

Iti_

1.

4-4

L.A.

Where i=y,



Next exercise : Take neteg, see

(Ultimate goal: show how 1.1. affect&MRS. show thatat lower 1.1.
MRS higher, bestthe higher,jak =1,X

IL M.

falls waathroom by higher

since P₁ remains fixed as 1.a. falls
to show that.

for diff is, of
50

+ + Ps

d

go than does o +Ps, which is obvious

This, the mainpoint, is just
Can also show for any depreciatingeasy

asset, is a -Al, whichwas add to teachyr aspart of cost.

Problem is : N- MR.S., Foreg.

Land

For eq. it must= IA

if is gross.

This condition isIts ! whenever i =y, utlimy G.MOS, anyto .
&met whenever of G. MRS = _!ti-, whichitclaws when in grosseg.: 8b), cay

The condition is also met at other times, but then notin grosseg.

What mean ? Gross

stock

can both A&B be in neteg.?

course. Suppose at A, i=y
if y is same, yai.

y is same, for mgr ofginen capacity, maybe
hander to handle. So at B, must then

neteq.? At both A&B, S. MBS =

at B iis

Corroberating that smaller more

1

caseand.

bes d

7-3

That at B,B, w.Chances are
gross

ofgiven capacity, maybe even lower,ber stuck

get smaller to make

w. same

ar

THE

higher,

y=i.



Hold it.
the netoutput of the unit.

Let " bemetretput from a unitofstock.
Let be land.

th

ye

At A, can't say

# =ye
ys KAMA

At "A",

€
&

At A, & is price of hiring unit of stock, but not nee.4-2

But

y₁ = yo

& d = 5

50

Now at A, problem is to

as it does at A

N - MRS

N -MRS =
bla

That y₁th =I &y₁ =ye
ther

= 1 ?

G- MRS =

{ -MRS(774)

* - because otherwin couldshiftfunds, A outpul

& it boils down to

use more
gross output, use more

when i = y, gross eg.

Itii

find whether whenvu- LUA7 WWW -

N-MRS = 1 only when i =y

GRAPAN
because otherwise could 4 cirquri,(or -4 outlay)by
subbig one for the other.

Conclude : When i =y

di

}{

Iti
i

is also net eq .

P.xy,

Pery

where

1.e. in conditions as

40 returnyıs
at margin

but just that

they forgiven

land/stuck at lower 1.̂ ., and at whatever 1.1.,

Ps5-MRS = A++P₂
class, then,



Algebraically

A+ "A",

N - MRS is net mas
Al

G-MRS IS -Asi is l.n.

Ps is priceof
I is

¯ + P₂ = annual

(Might simplify

Stiprice

Pe is priceofland,
bis impin ofoneyoutuneA oneunit

X is annualprice of

one

KATYs

Land

unit.

oneunitofstock

stock
the4ofland nee, to replacea unitofstock, & keep const. netoutput

heep const. gross output.fo such as nec. to

♥́ HaniJUV. TOT

to Ps

N- M.R.S. =

annuatimprice of hiring one unitofstock. O = P₁ xi

annual gross priceof hining a unit.a unitofstock.

A+ A₁ G-MRS, 414Al
KA :

Foss.
K

wthofland X = Peri

Unitsofland&stock notofequalprice

But landunitscompressed, by 10, in value,

slopes less steep them otherwise. %.e.

unitofland worth 10 times moreyou graph
only.

14 (149)S

P₁ xy

P. q +P.

to assume P. = Pc, define units such) ( Do So : Pe =P₁ = $100)
to Then λ = 0 $100 vi

Ps(1 +i)
P₁ (2)

T +Ps

1

Reduce s byWhat is N -MRS i at A ?

Al is new. to keep net oulful const.
We've reduced net output by much less

So we need only add enough land to 4 output by

enough

A

for + P..
to Soutput by

s'lsl 4
ity

9.M.RS.

Not nearly

es ( 4)

or :

Call this am'tof landsl.

9-1

or =
7/21(+ + 1)

same am't, As, and what

s'l = Al(14)

P₂
Pp (i)

as much as Al.
P₂by My, instead of#+P

whereas Al is

+



:

D

Aslong as youyo,
st to, when in

They.

? s'l = Al - ? ?

Al = As +4(As)
9

s'l y = 459As

arein net eg., since tsince J= d, alwaysred

officenot.

~

s'l= 4s , anywhere along a curveof
As = Aly - Asy = y(Al -As)

s'l = ( Al- As)

NO
y

we of const. net output

can't assume
Y₁ =ye they keep changing

B



Skip?
Finte?

offirm
Hiland.

same

forhasresistance, to Ag groas, so is appypriate to ask whatcombo theythe
wants to keep gross output fixed, lo ...meansmore

Notmeaning they will keep
mr.s. =

A s ~

gross output, will expend. But notso mut cap.as land, to keep down
much

& bes -Ai doesn't affect # cap. inv-mnt clecisions much.the



But suppose we abstractfrom all
net MP falls rapidly.believe

, is reason to



Present v
future

5105
Shows what types
become bolders.

Ch.8
Reprise:

strong

'Strong'
'weak'
owners

18 'Every stele whopol

either & purch.Po
as

holder needed

p.19

it
was due

my sm, slsof
m

is ever done, is
reans

o outrageously infled I celniearn
é soil. Yer seing

of & buyers being

inton it outof
this chreer in md w ease.

also specs.

the (700)bill&

owners w outside sourcesof income pay•Strong
capitalize amount in & commercial valueof o timber, with which

or take to makemakegood when & timecontes.
Wosk they expect opin no outside sourcesofincome oropen a

Weak owners, havg

already bundened w clebe, are not able to do this.
... when & mbar becomesdull & owners face a longperiodof

burdenof taxation
holding

be severelyfelt. 546
o may

carse

something .I 1.v. exists.
the loss of time

Inpart this

only-& that only anything



Stronggets land.

1



I, con't. (optional)

Other

Land

Const. output lines.
Const. expenditure lines.

( latter shows quantities of
can buy with

diff.
a given ourlay.

resources you

lines,- land becomes cheaper.
What mainly changes, as 4 output, are p

Also, const. output curves change some, to favor land, bes adding more

land creates no extra it
mgon't problems, add's others does.

The graphs prove nothing. They merely represent

be facts. Are worthwhile, to sharpen our thinking.

(7ind Boulding assignment ?)

what we discover to

1



Cap→ big
landholding,
not intensive ure.
absentees

own

funzier

| Danhof

Smallspecs.

Land price
takes cap.

Use cap. To

buy land, hence

uncleruse it.

ch .6

320

finte. Many refs to widespread proclivity to putM into land, not leave

any to develop it.
p.333

Excess

Cap. mis -assigned

5231

owned.

Ka

1862 9a Census,>½oprorly held landsofstere, 15ma, absentee

&muchelse...

Danhof , Farm Costs & Safety ValveThy , JPE , Jun ¹1
320 , many ref.s of spec .
355 , cites high i.r.

556
Billington:

p.205
Typesof landspecs. Somewere ordinary farmers who, on reacting

land than they couldure

espectacular big W.S.thefronsier, engrossedfor
Local businessmen, eastern merchiones,

7,8 Observe if settler mustbuy

cannot have cap. to improve

excess landar speeprice,he cannotrepay,&

won't go

556

pS, 541

Cap

isformofbuyingland). He doesn't ournightsay this, inbut itunderties]

1

p . 13 - Mfrs often put in earnings largely

into

better woed
further Timberpurobases, when portions of themmightperhapshave been

to reduce indebrednew or improve their plones! 567

594

to setlers, landusers. Goeseasily into buying land,f.pwr(which



Land
poor

They sunk great sums " in the purchase of wild land , frequently retaining little
or nothing for taxes , interest , fees , development costs , and other expenses
conn cted with landownership . " p . 2

Gates, Frontier Landlords, Conellup '45.
Often lost for taxes , p . 2



But relative
Priceofland & of stock aresame to hi &lo i.

values differ. Thus, when take off annual basis, get same priceratios,

but diff

ayan

m .̂ .s.

at egi

Work out

should equal
subjective value ofstock

land

MRS between MPs, samefor hi &lo mr .

Lente capitalized values, cliffe . Hence lo

Gross MP stock

Iti
MP

But subjective valumus,
land
stuck.Hence lo is more,
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(I)

Values
due in

50 yrs

Values due in 10 you

The future values are not discounted.

With 10,000, can

Axes have samescale.

buy, say, $30,000 due in 50yrs; & 13,000 due in
the mkt has established.

10 yrs.
as assets 4, preference changes toward further future valuesfor

2 reasons.

At the discounts

less

should we deduct thatfrom

mgmt. Ivaluesfordual's vine

as each individual has but 24 hrs a day; I as with A wealthture values require

one Also,leisure; & must spread selfthinner
aput more value on

own time, prefers future.more value on
invis, &puts

many of future.
well satisfied, wants rather to makesure

taken2. as needs & of intervening years of1.a. falls,
That esp. enhances ability to buy future values. Thefarther future,

E.g. dropof 1.1 from 8 to 19.I.A

the more it enhamur it, yo- wise.

future from _" to
10 tu

1. Farther future

com

are

womts

As & what you

of their facevalue; but As ..
much

willing to pay for values 10

50

a

a

you

are

greater 4.
mk

ability to perform in futures mlets esp. -what
increases

pay changes much more in these futures mtets

over
it desires

Thus it improves your
are willigyou

present

care

to

%
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In mkt for future values, $10,000

But a given value, duein 50 yrs,

Your ability to buy them is the same

Hi mnmn has

50yrs
future

cam

+ uses or needs for Min intervening years. That
urgent

limits his pp in futuresmkts . Regardig iin. as rate of exchange between

pts of time; & assuming individe do not depart from violate this

of exch; then can view it as an absolute budgetary restraint.nate

and one with hiswatin, having $$10,000,
kind an low

values of any

has

ma

Present values (immediate)

If bothput

a

buy more than $10,000

mkt value todaygiven

10,000. He cam

as many present values, & fewer of every kind offuture value.

cannot much futurebuy as much

present mkt price; also in termsof future value.

in terms of present discounted value

buy just exactly

Myall Minto present values, buy same am't.
50g/bre

of
mofin termo

But hi mn buy less

That approach we get pretty messy.
So stick to (I). show parallel ability topay curves; shift pefcurves.



}' small farmers
big. (?)

(I)
Land

But very
that to show low

Reconcile.

We take that to show hi mn.
\isit true? Imrs in gml have low debts, bes can'tborrow.

nich have debts as To assets than
higher

Improvements.

as

are more

one mom

Values

ma

(I) shows have more

toward land. Because it requires
has only

But this tells us

50% -2%

future

in have debes as

& cons
practises

ability to buy
For in one sense,preparation.

still the same - for $20,000

$10,000.

higher

that, as assets grow,
land vs imp. changes.

> Yrsfuture

total assets to dispose of, preference changes,
nt $ Iless mgmt per &of income, &

limited capacity to minge.
u.n.falls.

serversas
(1090 (10 yrs future

of assets than

poorer. We take

And at lower in.
But don't put it that way w/o

buythe most accustomed one, ability to

much of any asset asfor
can buy twice as

Try purting it first in term of futures,– say, specific futures.

with a ability to buygiven sumof money, your
future Values depends, not just on the sum,
but on the i.n.

willing to subsume

of
show are

To avoidy tangential quibbling over methodology,
sterile

this
(I) under changes in preference curves, leaving ability to buy

const. slope. Or cd. change slopes, as wish.

curves.



3. Preference of low me for futures, girly

a.
50ye

future

you

Can buy more
future values.

Der Present

Ratio depends

index toit)

2 %.2020

When myrl rate ofsubst., in your mind,
have the best ratioforyou

Typ
98

490 | 96 | 68

10

82

At 290, protam

At 4070,

L.A.

4%, you

20

67
46

C. 3

1

c. 7½

↓

35

1501

3(future 50yrs)

Butprefer presentvalues

means less use peracre.

(or perhapsit det.5.1.1.

50

25 | 14.
37 | 14

= natio

100

c.I present

won't buy 50ye staff until,
becomes more valuable to

of P,

have so much
you

•you -perhaps besyour

anyway,

your m

1.1.is an

to at

other that soyi

other stuff complements it. (Perhaps bes

looke future)
needs satisfied, you

You won't buy
& curved

We need straight indiff.
it until it becomes worth 1½ times present toyou.

curves, to show const. mn;

lines to show changing productivity of land to indiv. as hegers
price

more complements.

afalls) (1.0., w yopresent



Why lo ma

A+

A+ 490

near

future,

50y

290

refers forfuture. To expound, provide figuressuch as below.
ļ 201yr 1 1

99 67
96 46 /25

lor

ne, no chance

of 6% er can do just little better,e.g. cut costs a

future values, tham can 390er, he will outbid.

Land

Low mas will be low for present yrs.
bargains there, as

soya

lomn

famhimn

Havg just
lines.

Present

·3 %

10yr

82 ?

687 46

The lower the mn. greater preferencefor fatherfurme values at

given mtatprices, based on gmil 580

one opp.
Hi mn,

opp.
sum than low min

8 %

a

35150

50 37

125/14

bes he cam

ferver competeforsuch values.

Forgiven sum, youam't

future values.

diff.

(or impr.)(ortrees)

line implies

do

Low

them.

100

14

curve.

1

as move

mas

Each indiv. has his preference

prefer

of presentvalues,& a certain, larger

ove friture, willfind besten

little more on

On 100 yrs

buy, at mktps, a currain

com'r of

mixtures w more

more

d

curve -for

future valuesin

all come to same MR. Actually, all havediff.
•~givenfuture values w.

more w. M, can buy

Butin biddingforgiven asset, where& offuture already

fixed

ea. I.n., a



4.
4970

290_

50yu

0%

7

1Present

1Ľ
P

Curved linesays, asyou get higher & higher

more costly. (?)

p
higher& higherratioof P to 7, P becomes

..



a

Land
in acres

%

b

1. as buy more, it costs more
2.

3

·2 %

utility

3 %

diminishes

but

Impr. in $ofcost

This graph is ok. It doesnot imply all arrive at same ...

same prices for land title.
It just says

( Cd also work out on basis theypay

they allhave some 1.1.
ans. no, they get diff.yields

diff. prices, have some preference curves) & 190 prefers land, holds higher pasp.ofthey must pay

assets in land.
critic says,28

from land.
50 yusu future value on ord-te,qyst.

But when have

thmout, bes future value does not depend on indiv.

have come to that 1.1.
p

get more

line. reps | 1.̂ .

at thatAll who buy

All indiff. curve shows is

futurevalues, their 1.̂ . nices -pref. turm vsturm vs futures.

as t+hey



Land

1Cap.

Here, p

Low mr.

e

Hi mn

lines rep.

landischeaper relative to cap.

Law ofvoleprops

annual costs. So?

If halve I..., if Mange i

-Annual costin a particular.
Mongyieldof cap.net ofsense.

deprec.
a & aHE i



as individual gets gets low mafor earlyyearsfirst.
Then shifts itforward, as gets more &more. Beforepresent wants are

10y4filled, he discounts I hence as muchas
mach-(&incidentally

Then he begins to fill uppresent desires, looksforward: 2,3,5,10
yi very

hence.)
Even now, values due in 15

almostas
you are

In other words, beyond thepurview, annual

more assets, he

yes come w/in hispurview.
remote to him as 50yrs.

discount rates become very hi .

to those withlonger views can do very well in futures intets.



Values

50 yrs
hence

sealessame.

Future values have agiven valueon today's mkt, discormited. So with $100
cam •future values thanpresent.always try

Present Values.

more futureyou

Lines refer to given sum
absolute budgetary restraint, but what

sumof M, but diff...1.n.

can
at 0 %, do not discount futures at all. So ifmkt discounts them

valuesas present ones.buy 10 timesas
to to face value, you many 50y50ye values an

NG

They refer,

appears good to indiv. in viewofhirea.

best advantage is toIfyou

since few can. You may actually
?

so?Wenntsellprematurely,realize anytime=

can-penetrate forfuture, yourbest advan

eam

not to

higher int. ifyou

buy there,
can wait soyou forit.



ork
explain

out

cono.

Voxprovements,for
nservation por se

principle.
ea.

Distrib. of assets among diff. forms.

Everyone with holds his assets in

He disposesof theminto

brings
same return

his own

*

(or

If hasfew, &ir indep. entrepr.,
labor.

Fises

Xoxo Arrange assets

Consumer
perishables

Business

consumables

Land
(acres)

diff. forms, according to equingnl

different kinds of assets to the last&$

them

Buildings,flimsy

then uses

that pay off

1.n. is major cost in

Opp. line cloes not rep total cost, butannual costchanges,

Bldge,

Impr.& cons.practive

1.n. is hi.
assets

His
He prefers

assets in deferred benefir items.

18

or opp.
1.A. is low, goes into deferred benefir assets.

buy more
line) moves out : he com

But as it moves out, italso notates, clockwise . Work this out

notates because i.n. 8

assets along a time scale.

esp.

durable

soon

Bridges

Dams

com
toas to supplemen.

His income

of both land & improvements.
I+

holdig land; notso with exansitory cap.

Bou

Can't tie

Land titles

tie up

Appreciatig
landtither

much

line

~ YAs infuture.

landbringssame return asas last$
Apply equingrel pine. fast $youputin

cap, but soon acquire beyond capacity to mage,in cap. If 8%, findnoland to yield that much. If29⁰, findmuch land; alsofind
hence your returnsfall, goininto land.



Discountrate data.

4 %

690

What dot

7th year.
"Yas 1 2 3 4 7 10 121.151

190.83.79/76 69 62Allyrs. 96 928985 82 79 76 68 62 56

89 34 79 75 70 66 56

20

46

4% ) 44
690 29

25

38

23

301 35, 40, 50

31 25.21 14

50142 31
3/12/13/10/05Yr 21

who Crossing.



To Aoutput,
"Entrepriser has choice between

more land,& improving

capital.
buying

what he has w.

To achieve anygiven A w.
capital, the cost is the cap. itself.
which depreciates & gives itselfover
to the product; + int. on it.
The deprec. cost is same to all

is the
buyers
of The

originalprice
Int. differs-butcap.

is smaller element.
To achieve thegain

land, cost is all int.
Henu lo. J.A.,

w.

land intensive.

||



BIJ RI

B11, Eng, says
John Abbott

farmsarms arebigger paroly
because of commercial fortunes
which allowed people to have
the capital to dost

shoming
importance of cap. mht.



ch.5
Marshall, Principles,

London,Macon, 1921, 8thed.
"Natoin n.first callcom""

t

p. 151-2 "... the ambition of
farmers often leads them
take more land.Thom

can property managei
almost

they
& indeed

everygreat authority
agr. from A. Young downrivands

han this
invoigned against

pruction. mistake.



I

HeHuul The

To achieve

more cap

If more land, must invect much larger

turns over, land not.

of approach of wlating costs ofachieving gene Amripat
given 4 ofouiqui, for cd. hire more land,a

5 more acres; or 14 more

$100 /y .
so 109⁰ in means buy

Annualcosts

at 20⁰ land

cheap relative

to pigo

usable,sulable
pork in a year

E.g., suppose cd. 4 output of thepige"in 2 ways; by birining beyi'g

5acrescast - $1,000, 1.1. 109⁰,&pign.

pige wits $50, at yis and aregone,
is

Land

mecans buy thepig.

sum to

Pigo

getgiven 4. bes cap.

le

2 % wd. mean buy the land.
Line of equal increase ofoutput, or MP per yr.(for 1unitofland&)

per yo.(one unitofpig, as valued)(by market)
och

cost $sors

annualcosts at 109⁰ 1.1.

production, relative to land.·pigs cheap, as factorsof

$55.

or inventory reduction

Gml line: depreciation isa cost; issameto all.
of sht tm cap.; no costofland.cost,

Is major

Further smallmatter : from needn't keepfunds tiedup all
in inventories, needn't bear int. allys. round.yr

Now, critic says, nexttyr
But only int. on

must replau pig, true.
$1,000.$50, not onAnd payint., true.

By complementing his labor &enterprise w. short term assets, he

doesn't have to carry the claim tofuturehis int.burden
minimizes
values eachyr.

Bes lankea. yr.yieldsup

are utterlybuta smallfraction of its value; pigs

consumed in production.



Underdeveloped countries , is known & clear , landowners &

Those who have the low
moneylenders almost synonymous .
mr become landowners ; & v.v.

Hicks, p.225, says
but forfuture

i is

ones are very

negligible importance for nearfuture decisions,
sensitive to i .



Q.oflaber

1.

2.

best combas oflabor &land when landis
asmuch laber.

indep vble, you apply
wish to MP = wage

you

Q. ofland

This shows thatif landis what keeps you

limited,fires, then smaller are more laber intensive.

VS

~opt.scale, ifitis

Aloon as we can

Also wd apply to land cap.
actual relationship looks like , condraw that

inference.

show



$ 109

Pres. v.furure

MA

prevails

p.12 10 %⁰ is return expectedfrom
( valuesofland very low)
But evidenchy

n.e. by momost n.e. dealers, Olney cry.

y
was too hi, for sales values & cap val @10 %

15 Timber cannot returnp.
way ofsaying is cap.zeat low

compound inT. AT

I.N.,
prevail's
to one with low(goesto

ma on hi antic

rates,ps

no way
to relldiff ofren, exance).

another

SGY



max.for

avoid rish of crippling loss.

el
Clean & Genge George George observed at Swifts they didn't aim

absolute_ excess ofgains

This means

In cortis.

of

Land fixed

they must have aimed for
Max AP, instead of MP= MC

AP

over costs,

MP

Cattleslaughtered

max ben/wat ratio iden.

costs, butsacrified that to

MC

max 9⁰ excess.ofggain one

1.e. they underusefixed r..,for safety. A manifestations of
mapy, &/or lo i

Bes whenyou decide to accept lower of returns in return for

assured tº return youyou buy lond, useit lightly.

This is the thinks of thou whoput to bledgs on goodsites, etc.

Why doesn't this same thinks hold downpurchaseofland, TOO ?

some
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