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employment.



Wid

~ AP LAP. Poo-poo mux.
~ Emple #where AP = A.C

~ 4pop depress wage rate ?

very

Capital tulp? May sub, kring din set to laber sooner.
lower AP now wainkle problem. In

ich

b.

vs. Malth
a. H

people. Eu,unt

AP.

Welfen lower bir

of er

Patimaliem
Nutrition

Boudom

Yor. policies

Eimpl. opp. foryoung
War

Prochucion tif!"

c7

poner famille , regions nation
Reli im Fr, ¹ cloud.
Urbemization ? Fr. Miland

2,
ition - hot new dim not to whole wc.

the

1.1.5. postevan

Intellectualism dept.-ec.
Obith dictum - extrapolationfallaces, sem.

no.p. 29 - is hi pop,upsurge to continue? Probly(... Pop !Net
But nite it is at
women will do betwees.

riporoduction rate
time imponderable-youany

2now menopause

nary

b.r.

26-1

NGLOOVLE

corde lame

hmay unupt.
dont know what the

AP



V

bern
Jour form lucky

Militan, prospects.Four own concion

bi

generation,gervatur , 1939,

inen,ut, to whole se.
Decreas cost ind-ys .

Big fr
Xpen. A track, times

Distrib nets.

Social

foelden, allies dying off

specializon -ofpersons, areas, capital

Feater varietyofraw materials, skills

Assoc-n ofminds. Research. No limit

Food sio exception. Surpluses

d-supply

2072

to Malthe ,noproblem can do. But will me

5 is inplak burbreak clown. Japan.org. may

Frame before Colbert; Eng. befor Fudlows, China. Growfe fuel,indes.

during forfuel Pakistan. 11.5., depression,people left; also
back to hills.

Earriers among minds. Make ideasput.prop. Pute.y.
On social ory. ras, se divinated by groups

scarcity of natch. res.create artificial

- more combos

N

wish }(

"₁
ranixurials - mil stockpiling; mipy; waterpowe.-londans;Maldistubn

is

antin

Line: Wakefuld Pikan. Lain din. Italy
Raleigh airport

U.S.: Athiban land, tax-cod ; farm land - soit banke,



lin.I'm gration instructions,( cm)(&materace thetime)segregation) systion)

of breaking don.Pov. subst. for positive,poli
artificial scarcity of loand.

are miserably poor countries w/o immigration or crondg
to N., wagesstill highin there

In 11.5., immigrants

Essential thing is
ĮApap

access to Kend, Isocial org..

3

mal
A rages as nas n ich as lower



Register fors
Elast ofdemand
PQ.
M

R & clast.

sum

S &D

Mapy



Earth is round,but
small view appearsflat.

So indiv_fom's_demand
curve us mkt...-mbtr



Introduce elasticity
saying this isal
useful to understand

deviltry someareupto.
Farmprogram
GM pricepolicy.
etc.,



Mon. 8
1. Review sheets, qus.
2. Conditions faveig comp.

sim. ret. (ch. 15)3.
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Review cut accros material at different angle.again

(Think in different categories)(use different systems of coordinates)
(seefrom different point ofview ... essence of wisdom, ability to translate)

"How free ec. works?

2 angles:

1. =ogul
principle. startedw. resources askedhow to

uses until 4 output =
different

allocate them
ideally.

Took resources as units, applied :

atmgns.

consumer demand, tookproducts
2. Started w.

little trickien, since no longerhave one common dnit

units, found ideal where resource movedinto each use

until MC = P. maximum satisfaction ofThus

C

got
consumer demand, since MC in oneproduct represents

-foregone production of others.

to

I



Weed. Next time, ch.6.

1. Contrast of individ. vs met elast., & MR

b. Wide mbt

Exam

77
Individualgains by AQ; industry loves; societygains. 3 levels of evaluation. Loyalty

smallfirms vs large. Comp-n depends onfree? to self interest is
to human

loyalty
in race, despite jibes.

entry; credit to small firms

Dense
population

Good xptn,
Large middle class; no

2. Conditions

Comp-n is desireable. Otherwise MR = S.

tobookwhat conditions makegood compon .

a. smallfirms, farge.no.s

San'thopefor ideal horizontalcurve.
i tooptsize But if every producer

know ifhe doesn't AQ, ofhers will take

hisplace, no inhibitin

c. Easy entry

quo

Lo

on text

no trade barriers, lo nn.rates

segregation L
Available sites, rawmaterials

No license etc gov't
Access topatents

cap. neg.
Besicreg.(cheuplandsmallsize); Pessimism, to weigh down landp

posſilic utiliteres publiclypromited, commoncurrier basis. Preferably
provided very cheap, some cost

Credit,venture capital paid from land tax, keeps down

financingproblem.farriers

dom.by

representing 2 tier

of interests. Thus

you'`t reg-n anti-social,
individualism better

sometimes. Too bad,
discreditsgov't,
can begood.

which

Ourgov't
(pressure groups,

Community accepts outsiders. Greatest progressive

have on full offrioms.

ec. cities



"Trust Problem

1. What is it? Cembo problem

Trust" as such is almost, except Mass.
gone,

Tum stocks over to trustees, get trust certificates.

combos when most were 'trusts', name stuck.

bigPublic turned vs A

Kinds:
a. Pools - unstablefederations. (Cartels, syndicures, jointventures, etc)

Emforcement problem

(Here,
&

Anti-trust offective. We won't enforce contracts.

prosecute us. them. - retum)(Cite Fair Trade; ag.coops)

b. Trust.

c. H. C.

1889, NJ legalized. Incorp. in sicite where lawsfavorable

d. Mergen

e.

K-7 -.W

Let - West-se

"Gentleman's Agreements" – usually weak, not much hown among

thieves

Can see legisl. to promote comp. must be carefully drawn,
Combos are

lest it hit only form,
hydra -headed,

only form, not substance.
others rise

resourceful: chop off one,

E.g. death sentence us PUHC doesn't prevent mergen.



Th

Loophole in Death Sentence (no outlan mergers)

Kick., p.114, mixes mapy ofnot.res.& not mapy.

p.114, N.B., n.^. s.

p. 114, ftnte. Anthracite, big

Iron, timber, same. Financial strength. Coy. afnel inot.

_&Vertical.

p.115 Standardized. No. Agglomerations - U.S.S. - Hargfnd serength,

pick up much, no regard to officiency.
Fetter,

Conc.

Ifsay
?

transferred coal to others -fate of much anti-crust.

held more""than theyproduced.bildent n.^.s

Pools

Trust

one or a

each highty

wrong..

afew producers

conc.

in one

•are 62 m stock owners, widely distrib.", what

Ave., misleading.

TNEC figures.
Pyramiding, too. So afew men swing

H.C. - Namesome.

interlocking.
indervery. & ownershipof
inclessing

- unstablefederations. Unenforceable (cartel)

combos of corps.
(what else happened '90)

Unwritten agreements.

So afew men swing a lotofweight.

Trust certif

Merger - (PUHC canbe replaced).
Recent mergers - K-7

1880 N.J. legalized. (Hence SONG. Nooilinf-y)
Hold's timber ?

1890, outlawed, sugar

AmeSherman Act weak, hit forms,
change forms)

trust care.

not substance? Cd. always



2. How far has it gone?
Farther than mostofus und like to think.

autos.
A Mad

alum, &otherlight.
Steel
Cement .. Universal Atlas

Cameras
».
CopperCons
Even lumber,pretty conc:

W-n, C-3₁
0:1
Banking - rapid growthof
Anthracite
Insurance

Also,
3. When do

Largest 200 non
conc. owner

how they grow,

metals

IntlPlp

mergers on
recent combo.

3 great̂ meigir movements.A

1896-1907

1920

grow, more than

1929

Kamerica

1946 - present

& some out &out mpies:
Sulphur

Moly
Shoe Mach. (UnitedShosMachCo.)
Premanas

than from

stopped by

& all interlocked at topI

another ofproblem.
vershipof big co.s, neaed figares.7 Pyramid. Awing weight. B&Mest.

combos occur ? 2,000 controlled
most vorhaube corp.c

In times of buoyant optimism,
prosperity. For that's when public will buy new issues ... & that's

internal frig.
anti- trust, & heavier n.e. taxes

mbt crash

Du Pont & GM

uss & Univ. Atlas

alrou I Don

bobetproduce c. 2.

corps,

1.1

Gettig worse ? In boom it clues- largest 2001

2-3 times faster thom other
1201.

levels ..

non.
grew

less to men%
Employ
Hold more go n.e.

fuel.

~

-eg.



4. Why
do mergers

1. Easierfor bigger to raise M.

Whole >sumparts.
Le T.

occur

Grace. G.M. etc.

Bankcredit not allocated by equingel, MP; but by colloreralsec.
on large scale, Ion small. Weaker whole

e.g. frig, largefin

to botter .
ee., top

always borrow more & buy more land.
can

Big corps acquire more & more assets, use them less& less

intensively... have more tham can mage efficiently. Overcentralized

Low clemandelast. Ao con't expand business they're in, but

Grace. Are they bing F&K bes

branch out, buyother buss.

more effic at maging that business?

# Character ofassets: they have

what 1.^.diff.wi

assets w long life expectancy.

c -3 ; damsite. Most ofvalue in remote future .

Inv.bankers, buy for 10 m, sellfor 15

time you've raised (1+i) to 100rn power, matas quite

$14 vs $1.

your

290
49⁰

1.you
use.

great

W -n's timber, 100yrs ofvingin .

For By

assets, the greater
1g₁120 1351 50yr
98 67 50

96 |46 |25

advantage in buying

Large corps, much hand, low tumover, G. carney.

In timber, well estab, when future rise expected, conc.Ad.

The great future component to
1900-1907. & now again. eater

the imp. of low mr.

31
it

100y14

(1+i)"
a



Fr. Ansti

Patente

2. Nat. Mnpies, unreg.,
S.O., pipelines & Pa n.̂ .

Loggig
access roads

United Fruit

3. Instspel

a. Patents.

17 yr mmpy.

Icing

Court battles - bestfinanced win . Hartford Empire Glass

no common carrier

Licenses

d. Union.

e.

Int.l. Fantastic as it seems, preparations.
Nazis used am-apatent system to slow our war

9.8. Farben, 2,000 am. patents, jointly w . S.O.N.J. - to holdup am. aircraft

b.. Tariffs. output. Eight metals, aviation goes, bombsights, Pratt& Whitney

In Comp

Eng.
e.g.

Zam

Taught
T

Am Shoe

Cal. Lignor tales.Liquer

ptd. milkshed quota

Professional Assors. unionsall theyknow

Industry wide byrig.

other hand, if they can't org. ignils, push men out to develop new competish.

Govt. action, misc.
milledistrib

NRA
AAA

Fair Trade-govt policing.

Sanitam reg- e.g.

safety regs. -e.g. vs self-servogas

Bante regulation



When

2 great merger movements:

Weycombine? Raja M.

p. 126. Nonsense on uss

mergers etc. Morefrequent? Why?

Do they

1896/- 1907

81920-29
&now

anti-trunt stopped

ofgreater efficiency? Hardlyoccur
because

a. Merge fincences, control, not op'ns. TNEC

b. unrelated enterprises

c. Owners lose control.
not direct. K&T.

Colossal swindles, Directors who do

TNCC quotes.

repotism,
apathy



a . Imptanceof Anti-trust.

some N.9. Is forfromperfect, butdoes somegood
say

1. Stopped 1st menger movement

natch resources, e.g.
timber.

2. Diamond Walnut.

b . What is anti- trust?

1. Legislation
2. Achmin.

w.A.Faxes, on lange !!holdigsof!!...4

Are many mgnl mapies it can stop.

3. Courts



4 rules against
combos.

1. Common law (whatis ?)
2.

"unreasonable restraint"

but statuter nowallow. N.J. 1889

3. Statute us restraint ofcrade (Sherman, Clayton, FTC, etc)
4. "Rule ofreason ",

back to 1.
courts use to soften statutes.

Active Trust-busters

M

f,govtFirst,

depression. Also Knight care

h.c.

-p. 130.

used Sherman little, because were

(sugar Trust),

own

VS

1914, Clayton Act

NRA vs Th.Arnold

comes

few·new

mapy.

mergers,

T.R. started taust-busting big way

Not so importantfor

bust, made less attractive to commence . - harder to sell stock

1911, Taft, dissolved 5.0. & Am Tobaco.

1920, USS, letfree.- courtsaid not a

lost suit.gove

1904, Non Sec. Co.care.

sake, but chilled other mergers – kenninggove

due to

could

Prohibits 1, Local P discrim .

2. Tie in contracts.

3. Pachikits Buying stock ofcompetiton where that lessens

(Butpermits buying assets - same as P.U.H.C. act ?)
merger. & h.c. a.acquing both. etc.

4. Interlocking directorates among competitors.

comp.

Who enforces? ICC to ^ .̂; Bd.of Journsof FR5 to banks; FTC to others.nn.;



1914 7TC Act. 5members, Pres. appts, Tyrs,

To prevent unfair methods ofcomp. Before mapy actually achieved,

(other acts enforced by Anti-taut dir.ofAtty-goal.)

Has issued many
ceare & desist orders.

1924, Uss, ended Pittsburg Plus on order. Butsubbed multiple

basing pt. ( recent decision us that? Cement?)

1933, NRA trade ass.s. Exemptfrom

1936, Robinson- Patman, F anti-chain store

Prohibits discounts on

anti- trust. 135, unconst.

quantity,
-probly subject to elastic interp.

where they will lessen comp.



We have 2 gort agencies prosecuitig mapy.
7TC
Anti- trust.

of. Sherman& Clayton .
hai teeth, gets

As courts make law, remember outstanding decisione:

D'Ancy Allen, 1603

1894, KnightSugar Care

1904, N-n Securities

1911, 50 & Am Tobacco

1920, uss letfree - shows gmail changedattitude

1936, threwout NRA. Openednew

1953 Recently, pro-trust tendency in decisions.
era at hand.

New merger

down to cases.

new trustbusting era.

oftimes.

alum.

overproduction ? Postwan foom,false prophers.

But most

Restrictive philos returing

e.g.

war,

Effect ofwar? WW1 & 2 reducedmapy, underpressure of

Ad capacity.restricted industrices.

now

Wilson.

Du Pont.

Recall, how slow we were
Opened

real
getty started in was, "42, "bus.asusual". -fearoffloodgikts, mapy thinking.

War, built roemendous plant, broke bottlenectes, lowered many

costs, took advantage ofcuslec.s to scale, 1.1.5.etc. deluged with

take up.obviam facts hidden from those who willnot see.

ag. e.g,



Question:

The Clayton Act(mbids a cipto intertion; dit he& inquisition ofsinche in

1. What does Chimpton forprovibic
Ito ke

2
seemstoyou.
in themain loophole?

th The Clayton Actprohibits a, localp disc, b, Tie-in contracts.$1914

a. What else does it prohibit?

Boit in
youb. Do think it leaves a big loophole?



Mapste comp.
as A demand, As

your

makes you economize

fixed factor- your
hence A output.

'costs'
on the

trademark

(on fixelfactor mightbe your
urban site)
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202, Weel. (Mid- tom,aukfrom today)
loove ends.1.

þ.

Clear up

a. Sources of mapp

Sources of mmpy power.
Nat. resources. Jump

valuation.

involves land,space. Can extend, by discrim..
Nat. mupy - always involver land, space.

tie-ins.
Patents

Licenses

Tariffi
Discrim. Faker

etc.

5*E

Evaluate

Fair Trade

Policepower – P.M.A., etc.;

Jump ahead to ppty

e.g.antichain store, marg.

oil

into ondd., limits entry, etc;

mapy

Keeps resources
Low wages

"Conservation "; NRA;banks -prohibits

•from mostproductiveuse or anyuse Unempl.
which mapot unuses,are not laber haually.

activity. Penalizes others.
since resources, key to mamapy,

Herwards mnpst for anti-social a

Splits society into warning camps.

Freezes technique.

Lowers wages, reduc; empl. in basic industries, & in all

indis that depend on them. E.g. cheappower not only means

creatingpower,
jobs

but in subsid. industries.

1

T

1

L



Mapote Comp.

K & H

MR

say,
Oversimplified. Adv.g may

product, I conditions.

May adv. to AP & reduce sales, ok. - to

Also, adv. to

elastic to night.

less elast. to nt.

etc.

drive back, sofirms to the produce

means.

Also, S.C. like F7C, push cost curves

Also , creates new item of overhead, good will, even

d
Also, entry flatters I curves.

**

D

to analysis

Usually, if adv-g assoc.W

make curve moreexpand sales.
Wd be pretty poor adving that made curve

not

have

Imptn't pt.

use adv. to hit small mkt, hip

many effects, dependis

If middle class, can

too little.

foolproof, the maybe something to it.
achievemapy,

have comp.

to nt. (also up)

mapy

long run,want to
spread overhead.

P.P.
&

How is a dista.? If split,hi I lo,no middle,

to back No pt in.up. expandig.

mainly by other



Oligop.

1. Some

to ea.

will
say,

has same elast, as mkt.
ea. figure on keeping

I say, original& cutter stands better chamethem
p

any to

for long time. E.g.

clent in others

expand sales.

Comit

Esp if small, others won't -AP

ofBerkeley- quadrupled, burno
Bank

same % ofmk +, as allcutp.

But some times unconscious collusion does

fear of I wan. But
inhibit firm from -AP

usually fear of other kinds of retaliation violence,

law, cur offran, etc.e

find basichave access to
Imily, as long

naw materials, patents, licenses etc, small will cut in

big .

WTFUL C. CLANS

as new comers

We have oligop, ok, but not bes of unconscious collusion.



ZN
1. P discrim . Mam e.g.

2. This A.M., consider
believe comp. can't work

Mht shan's

Advertising

shows how

coupleof boogey.
imperfet unkts.

-men, naised by those who

common are



Mopste comp.
(Middleton pic)

Oligop:

* Free entry, but differentiation , Sc
ofthem.

Result: smallerfirms.- less output,1.4, more

Dynamic aspect, analysis overlooks. More producers, flatter clemand.

Limitedentry,
K&H ,p440, judge by

?severalfirme

Anthracite

~of output.

what they hold, don't use for output.

Porner

am't

ofuss not in its 4040 output; but 87 % ore reserves.
alum.

2 tend to become same

to

Wheed

ass. 16,When get prop.
#But usual analysis ignores supply side

P leadership

Indirect effectsofp cuttig. If each oligopstfigures other

will followhis p cuts, 2 together act like I mupst.

Ifeach ignores other, like comp...
But size.

new, Newgivesin, has moreto lose

False. Moreimp..''s

pipelines, Txs muycomm, dr. A.n. connections,

valuation, see opposits forces

ofter
Nogreatharm.Fur

advert.g.in 'Zos, vs.

before

Like

Leader loses mk2+ share - olgup principle.

Ata Keep's
resources idle

discourages shipp's finished goods, causes ro

oldthe
·berttered

cheap car &
1

P discrim. Food chap. ch. 24

A MR, A Q.

own,
cut output, justcut

Drive resources to competitions. So only offective mompy is

keepf resources idle, or out of occupin. focuson how thatdone,

not on "mkt situations" etc. & on how get to be justa ben
toAdemandcult toficudiffic adjust outputs

K&H bs, hi fixed costs "make itd

&H reason in vacuum.Mustbe lever of conerd.

callsfor great

-your
not

USS, ore. S.O.,

fuelponer.

Dise. by class, place, use, persons,
commodities li.e. .̂^. hauls cheaper for

to heavygoods, bus haulis much ofp, demand elast.for(also, thus.̂̂ . selvce. Finishedgoods. v.v.
more heavy raw foodsh.



64055000

320000

320

35,200,000



202, Tues, another special session.

often hear:
Fallary you

·Costofproduction has fallen, due to techn. advance, in

That shd. lowerprice ":producing wheat.

Must AQ to -AP. & Machines in ag. do not AQ nee, mayjust

displace men, I rent.

Ad

Alittle.But
myth

or take westward movement as e.g., effect on fonas:e -n

wager, loweredprice ofwhat thesold. "So did they produceless?

took less rent.
or take union question. USS says AP because union demands

5 &0 dets price .higher wages, A cost ofproduction. BS.

on taxes, same.Passing

Deflation effects, same.



Rheingon Membersofsome ind., astig congressfor special

privilege like tariff, present ignl producer as typical ofindeurry,

of business.

Some mgnls willgo out, bes resources more

imply all mgnl, go

industries,

stay in.

so

meam.

loss,but a xfer.
Others stay in, lower inc.

price casts,
Those infra mguls, lowerbe also thereby lower

out

"Normal price "
a will-o- the - wisp.

days when thought supply ∞s clast, was a " cost

"costofproduction" depends
Now, realize

So UStariff

furs can't bring here below our
IT

Defects whole purpose ofI
" Cost " depends on tariff.

a.

b .

not a

Iffirm is Ent, all explicit& obvious.

vble in other

owns a resources, possible confusion. Revalucefixedassets.

on

goes back to

ost ofproduction .

demand.

commission sets rates on certain products#
-ofpoeta.cost

11

So get firmly in mind slopig S&D curves. Understand what

"or " the typical fum "

Don't let anyone speak of "thefarmer"or



Useof curves:

Effectofstriker.
Hi fixed cast, vulnerable to strike.

Do unions fonce employers to

A prices?

Use curves to analyze strike

if Mc nises fast, not so good



202

Effect of 4wages,"Pation unions on prices. &otherA costofproduction- Dia
ofmin. laws"laber

A elect.
various tacs they passedon ete

Whether ee. tends to allocate resourcesallocate resources efficiently

Whether is efficient for firm to produce at more than min ac .

more eff. tham small - opt. size (anti-trust suits)
or too small. How tofigure:

firm is toobig or too si acets & hever knowdoesn't follow these concepts, often trive. So comfollow

real con
Underst and factors that influenceprice, supply side - what makes a

big firms
how muchadd to ine.?
how much ty costs .

own
your (acct's

supply -effect oftime response of supply to Ademand.curve

on

on

P
Effectof I control

mnpy

Do unions gain from employer,

output &p ; & on efficiency of allocation.

or consumers?

Is everything or as long as MC = price?

No - always produce there PTATC, long
PY AVC , short run

(MC risefor 2 reasons: Al techn., & AP

Effect of P controls.

To see whatisbest for economy;
out thatway.

to see

dition ofa co.
Lom indust

ifsystem tends to work



-inst: Supply 8 demand, solution.
AR&MR

MR &elastic. -unitelast, mgulrev.= 0

Changes in demand schedule us changes in demand.

~ Ave.&mgnl
costs.

cost ofproduction affects & only by affecti; supply -p. 272.

(eg. inflationary spinal nonsense)

"Opp. Cost " - skip 373 Opp

I'm price supports.-

Explicit & implicit costs.

Effect oftime on supply

p17%, 1. &#good.K

cost at margin:

("mk+")
Immediats, sht sun, long

itof
Mkt supply - immediate. Reservation P. So immediate result

AP is AS.

MR= \P_E
e :

AP

mun

P

I

I

|

1

I

I
I
1

I|
I

1

!



on't t

applies

Any Sentence so

anyone say

to tar

S & D mutually det.
surplus

Rent result

4

t

etp:

the

4 cost

Distinguish cause & effect. Cost not sole causs, p result.
(inclastic ones)det. P- & that dets many

tariffere. Also to deflation.

farmer, "the " businessman " etc.

begun tound to be wrong

not cause.

ton.

ofpi

Have appliedto one ind. Now to all of one hind facra.
Land, all inc. is p.s.

Franchises, too (formof landholding

R.R. nates

e . rent.

fixed % on

costs

"inv. cap." what is "inv. cap. "



K & H. hard. So listen carefully avoid readig. Play around w curves

9. Sht & longrun p.
Have we repeated S&D ? No -just must understand it.

a.

- b. Mapy

c.

Long.run decreasing costs. (Kick. mentions) (Thusfar hr. bu ass. Acosts)
(Due to hifixed costs. ATCgoing

down, while AVC going up)

• control. (P control ofmopy good)

yourself.

-ch. 24good.ass Ass 9810

Ch. 23 virtually in comprehensible. Just remember what I already told,

About costcurves & supply curves; long &shortum.
Iyou

Equilibrium price. K &H. confused. Say in pure comp. allfirms

identical. B.S. then no supply curve.

"Normal "price ... meaning longrun, •ofproduction, classical concept.run, cost

Cost of production of mgnl producer. "Producer surplus "

Anabpis by "firm " obscures fact that it is resources that must move into

industry to 4noeth. Speak of mgnt resources, not firms.
10. "Apecial costproblems

over

No cost of production

ans land.""fasta long time, how value.
Fixed supply goods. - Longrun, means land. ""fasta

a very intysubject, whichwill

futures.
Link

K&H. very coirfury. hist . capsevinfusig.
cover but no worection in pironi problems.

2 problems in valuing ; 1, no costof production. 2. Discount

Weel, Sources of Mrpy power. Read 776, InOre, 94-101, 133-5. & Nicolson,
FallacyofEasy M, HBR, Cut '38, p 31-4

Changes in demand.
supply; then long.

fR A demand > sht.run. Autor. (roads)
sht runFirst, move up

A supply. Skip K&H.4
FR clear. costs.

Speculators, & cum. changes in demand. - disequilibrary, when Adem.



when s drives down excessprofits ofall firm tozens, mean

as such as disembodied spinits,
say comp.

pofits of firms just mgmt.

Thus obscure fact that certain resources cannot enter w/o limit.

But must impute inc to them
Finm's income from them

as a cost, to get no excess

Profits
other naises cost.

are

goes up.
profits.

competed away or imputed away

or as

one lowers P



Long run, ifall fuctor's supplyonperf. elustic,

5 curve wd. beflat. Only rises bes someare

limited. Hence ea. rise indicates a nise in

price of somefixedfactor.

Long

min. ac

MR

nun,

5

s of
of indind.firms. So is an AC

mapy

curve

D

consists

is
Socurve. profit perper unit

vertical distance between curves.
Now "y " is no Again. But it changes

from being cons,surples to being

"X " is new mapynot muchprofit.
mngy wofit.

itand takeapriceofonly in to draw but thatmuch

If add MMC, alsogeta cut

frompushingdown laber ere notes.
since

product.

But can't show it
separately. But it
exists.



Oligop

Large firms give way to small, tend to equalize, if onlyproblem

were p policy. Of. elasticitives.y 4. p policy.
addfact thatsmalltakes customersfrom

big, to make him very elastic, justas elastic

But big
takefrom.asin has no onetocomp.

Mket sharing- due to collusion.

some say
mkzt demand, act in concert as

higher elast.

unconacions collusion - each firm knows itis

mnpst. But wrong:

So mustbe some

d'iff. sizes.
contral. I

Mapste comp.
b.s.

Largely

For Mon.

Credit nationgetc.

leadership.

Not

:thing else that explainswhyfirmn

E.g. of Uss, irmore,

on exam.

faced with

smallfirm,

firms remain

leverof

Advertising not nec. restrictive, by self.
Wed.

Hell's canyon15816



//hat 1 202 class needs, as shown by exam:

i . Rockbottom is min AVC, shtrin.

1. More practive writing.

2. MR & elast.

3. 5lope &elast. nun.

34. Many said+.p. imputedaway in shtsun, competedaway longin

4. Shtnun &longrun Ag'g &dear, returns,
know, bringit bear on

5. Answer use what
qn

you effectivegen. most

way. c.g. of elasticities of large & smallfrom-notother aspects.

e.q.
24 Under what conditions" are t.p. imp. &comp. away

Wanted you
Many just gave formal curves.

Gurly, do have that concept well in mind.

What is MR ?

What is elast?

6. Many thought changes in demand werekey to wheat

themjust to proveyou
ofgraphsare optional, don't use themjust to

them.
20 min. quiz:

9. elast. of 3pts.

it to

to see behind them.

Iyou

Where should busfares be set, relating to / costs& demand. Why

WhatAt what melation

would

question.
know

Might!it ever be economical to subsidize apublic utiling? How

know ifitwere not economical?



Mon.

(To

AR&MR.
sameus AP &MP. as long as AR fallig, MR lower. &&AR always;;

as move to night?ESo gurly
Why does MR fall,
of increase in 2 is less; tolossin Pis more.

falling, •or at best const.

What in the worldis practicalmugofallthis? U.S.S.; Stephensonrubberplan.
geat advantageofmgnl competitions.

MR when ; 1; 0

A demand curve vs 4 demand.

e =

intro. 5&D )
5 curve

AR
M?

how look ?

♦

are

J

So why don't smallfirms moveup

big
ones?on

2 opposing
Lower mr when bigger.

to bigger firm acquires more &

more, uses it less & less
arise on

U.S.S.

Imore mgntfins mynifiscal

empty center, breyfringe, but fringe nisky.
time reason ec.is so unstable..

prime

What mean by "costs " ? Implicit us. explicit

To avoid confusion,
work himself, but hires it clone.
same.

But analysis still applies when costs are

Now breakdown 5 into components - individ.firms.

MCATUC

trends, crosspurposes:

How S &D worktogether? - thy, hammeredout over time, the costof

production, then m .u.,

a
Start with ATUC & MC (no matter ifshe or long run).

just AP & MP upside down.
There

onto type
Use this, rather than MP, to analyze individ.firm. Why? Bes

can show I changes separately.( Penalty- can't show Costofinputs changes

separately. But keep mum on that now)

as a

-a

we count them all the
tenant who does no

Disembodied spirit.
This make all costs explicit, easier to remember.

implicit - costis foregonegain.



VINA

Wed.

Idescribed Mon.
Why doesn't process

continue until allfirms tame size ?

S. & D IX1.

nor

tome very simple,yer very meaningful. Tellus that men

M
best.

2. Now amalgge costsof

mkt, trig to earn serving society

if do it by produng things people woms &need

production, gettig on govtgram

D. curve tells us whatpeople
costs to

S

AFC

Evans :

Cost ofproduction, vs mgnl ut.

are

P&C surplus.

Whatis "THE" Costofproduction " — at
(Tariff commission nonsense)

MC

What do 5&D curvesforforproducts look like?
Why support some, not others.

Avc

train.

ATC

mgn,

MC -Ac

want.

produce,it

is what =

-grasping forMok

not

= p.

producgfor

s
indind-firms -- whose contributions make up

by preventigsuch

in termimsofforegonegain.

curve.



Anforer(Suppose tariff orfrom& supportp

excem

.

1st, intro. as

4. Mapy. Shtrun
r

consumer, for still have comp.

Answer : unlimited entry of ents possible. Not of land. IX

$

5. Mmpy, long
sun.

advocate

Move to most

too small usually.

MC

K &H. do, w/o cost

says tariff

ofproduction. E.g.s- destroying lettuce etc.

Thengo brick further, prevent production. Is waste in

destring 'surplisses'; greciten,
hidden waste, in

ielle men keptfromproding what consumer wants.

Who is mapy? Anyone big, relation tomkt.

attacks on bigness as such - but something to it.

Mapy profics.

efficient size? Not nec.

K

won't hurt

#
firm, if(Evenin K&H, who say

competitive, moves to where LR AC = P)

Current reaction vs

go where MR = MC.– toobiga

MR

-MR



Fri
Mapy

Normally:

g.

Where MR = MC

an

MR

Lose

industry when competive, & mapzed:

Mapy organizes industry:

S

Drive down

D

LX

Even if MC =0
restrict output.

MR

Drive wedge between S&D.
triangle;

?
wages .

MC to industry

Comp. produces to where s = clemand. Ideal. Demandis measure

of MC to produce

of what public thinks product worth. 5 msre it.

S

X
MR

-AC

Another mapy
tofinma)

D

Drive up p.
& redistrib. inc. to mnpst. (impute inc. to source

motive: mnpsny.

1.e. all costs are

(error in K&H₁p 423-4)

fixed...

Drive down

ofmapy)
wages.



Mapy discrim.
T-phone

Ruy rates

Postalrates.

Causes of mapy:

staptegic sites,orfs.
Natch. mapy/ strategic

Big: ^ .̂s & utilities.

Patents

Lan

1. Natch mapy

sites,

noyter, rits ofway

strategic sites;decr. cost.

2. Due to find advantages

3. Artificial
Patents
Licenser

NRA
AAA

etc ad inf.
Unions

4. Any combo.

& decr. cost.

Am'ts to much: an
higo

which aren't opig

&ntilities

ec.s.



restriction; understand what moves resources to
size offirms; effect of public part.

Teffectof mapy.Ultimate aims:
+ain

Tools to analyze- intellectual capitul.

Supply
is are cost ? Don't know. Will eventuallyDeside

of mgnl fom - other forms have lover ave. cost,

5 curve consists ofmany

show at mgn,

K
is are cost

Begin with S& D curves, for whole mkt.

producers. 2 viewpoints: industry, & individual.

Preview : Ricardo's law ofrent.

Low MP per unitof input is another way of saying

Turned inside out.
output.

Intensive & extensive margins.

So as demand As, 2 adjustments: existing from produce more; newfirms.

~ Eachfirm will have diff. #AC ; but same MC

pels. Define

Elast. ofsupply. What is abs. inel.

Shtnun supply, analyze

Whole Mkt supply. 3pts.

costsis of eachfirm.

hi MC per unit of



Wed ( check fillon ee.for honestpeople)

Exams : apply equingelpruine, to max. totalgrade allocate time.
W

e.g. a.Smith spent 10yrs writ's wof.N.; "as showninfilm Wed" - in
then misplaced dec.pt.Price - longdir., wholep.

Don't worry -just study.

If grade Too low,
justify whygot as muchas did.

at

audio -Vis, etc

Contrusts laissez faire&

home, thesame.

Strain at gnat,

come &see -gladto change. Be preparedto

#

swallow comel,

Some mixed mercantile &gild systems; orputting out.

mere, stress internat. aspects ofeach.-

Few mentioned unions keep later from flows to where mostproductive.

Everyone said main idea ofmen. to importgold. No -Nazis.

Spain. Merc. want to improve terms oftrade

furs.
nation as mpyOrg.nation as us



Rech. 26

" How toproduce"

=mgnl. Arrive atit
via efficiency def.
start w . machine,fuelefficiency.

aftera while, 4$on machine brings
no more than 4$ onfuel, so·fuel, so there is
to Whatfurgut to gesse

ansignment
es. limit to howfor carry "efficiency"
onfuel.

same w. "efficiency of labor.
could add landuntil get all "Thereis "

from laber, maxAP, but to do so :nd1pond

4 $ on landland brings( 4$ on labor.
MP land= 0 when AAP luber max.

Hire to where MP = MC, ofeach.



Demand -effective vs potential.potential. We use effective.
580. LX How will demand change if 5 increases?

AQ.
General lawof demand" : lower price,11

Due toprinciple of dim. m.u.

Also princ. of dim. returns.
Bring in new buyers.

-Effect of time

Elasticity

[1]

a msmsreofhow qucentity responds to price changes.

AQ
a

AP
P

Unit elasticity - divids line

Abs. incl.
el.

are those the extremes ?

076

Inelastic ?

90

Elast. changes from top

Complements -e.g.

(which comes

tines.

comes first?

to

What products have elast.& inclast. demands ?

What makes them have elast. demand:

PQ = K

Perverse clast; hyper - elast.

(They

differ in degree.
are somewhat the same

bottom of straight

Slowly dim. utility

Substitutes. ( lackof differentiation)

Speculators

line.



Fri
Explain oldquiz. Ifhaven't learned morality,

Quiz

22 .
T.

2. MR

Large

IxT

co. vs small

MR & elast.

MR = P - L

= x-y

3. Supply elast.

You don't like secretpolice, all Americans

"Mgnl supplyprice"
#E

x = y₁
X > Y

xxy

4. Meaning of S& D

MR = 0

me so

MRLO

P AP
( { =

(so £ = AP Q = 4)P

KL Easyfor mathematician.

fromviewpt of buyer, to get more,must bidupprice ofall

X

learned 0. On yo

alternative use.S curve means o.c.

What influences elast.ofsupply?

it

AP Q. But AQ =1.
AQ

hnn



me

among

Equimgul princ. (show dim.mgnl ut. &returns finst?)
allocate resource so last
unit going into eachure
brings same monereturn. Then
is justproblem ofhow measure.

aswellas

ec. a matter of how much;bat "either-or". Quantitative, aswella
Emphasize

shallwe build a bridge or ahospital? Or both? Howbig ?
qualitative. Shallwe

tight show water level thing: emphasize
takes

penetratingmore pressure to
Ocean

get water farther up tubes Principle of equal messure.
Jays, coves & inlets, wrapping bround headlands, all seemingIhavs ordered by one transcendentprinciple.

Then transcribe to Winte Val.; shor . Intentionslevelentorn.

margins, & rent. ( Tubes can't show intensive margin)
extensive

1.

2. Or show flow of water, to distribute to diff.fimrs.
Same am't tofollow? fm? To ea acre ?

What princ

same ave.·yieldper acre?
f

to

LLLLni
Now suppose

etc ? No : equimqul.

ea .

show mp as vertical linefirst

is more water ? A ea. in

until no

same pop? By
surplus.

same am't?

Raise P
How assure ? Put price.mice. Perf.Perf.mkts.
fust as water distributes before selftosurface makes I level contour, so ec. resources



Mapy.
5

D

Competitive ind., move to S= D₁
? Bes, for individ, firm, clout ofclemand very high.-

A

regardless of ind. Demand.

E.g. fing- Takes 20 % -AP to bring

so what is e ?

But for individ. forum,

appreciable -AP.

104⁰ A sales, (maybe)

a tremendous % A in Q comes w/o any

to individ comp. firm, flat demand curve,

Mgnlfirm, Min. ATC, £R., = P.

MR = P

Ideal allocation.

same

technical set-up. sameplants. That's how it usuallyis.

MR replaces P.
mich.Wd. cause withholding, even no Mc.

Mapy.
S curve. Just as it is Mc

& what is his long run MC ?
add plaint,

to society. E.g ingnl ,"at it's min. AC, that is MC of

additional units I hear we in't add (assumeplants sonall,chan
continuous curve)



to he produces

keeps

Low damat Boulder Canyon

more,

where MC =MR;

some resources idle or

partly

idle.

Id restrictive element may enter.
resources he uses.

bid

to MC to

term.

up stumpage

E.g.
suppone mapy of lumber mille.

you > MC

Means he

"Dog -in -manger.

> MC to soc.

Just "MC to

enter , Mypst doesn't own all
As buy

"MC to mnpanst " OK.

7rom viempt of individ

↑

By restrictig, naise

individ firm:

P₁

.AC_P

"Mgul supply

firm: (w -in mapy set-up)

p " - unhappy

" Mapsmy MC "" = MMC.

Alioa.

& lower costs, make
mmpyprofit.



ch.22
Mapy & mapy power

Sherman dit& ruleofreason

Ec.st doesn't judge, merely describes. -.adnauseam

a,
Defines mapy as ability to influence ? ( by influening Q, maybe)
Mapsny, too.

Compon requires uniformproduct, marmy seller&bagers, no collusion,

free entry.
(another dullchap.)

Many sellen &buyers in one area.
Uniform us differentiatedproducts.
seller ofdiff.noduct must " comider" 4 ubles : product, s.c., P, da.

table,p.424commonest
Oligop

Collusion,teppes of

Easeofentry imp-ent. Blockedby hi cap costs, lackofraw mat.
control of wholesaleor retail (or other) distrib., cons. recitance,access,

palents

(fond any)

Ampate compon. Hi profits lure in morefirms, but

lowers p, all underase capacity. Jus stations.

Oligop.-fearofretaliation . Poker. P. leadership.

effic.
Whyfew sellers? Largescalemore

Hand gus
- no answers.-.re whethergoodorbad.

none



Chap.23

Consequences of Mapy Power

( Like tox, drives wedge between MC &P)

Cf. compet. & mapy indy,
to reduce below MC = P

ass. same D & MC. Mnpst findspays

don't say how far

Qualify -1,mnpst may consolidateplants, be more efficient

( Ees of scale can be achieved by smaller firms in city, esp where
utilities cheap, etc.)

the Don't mention he may be less efficient, up spur of comp.
2, Mnpst may advertise,Ademand.

fear public reprisal3,
allocation

4, of all ind-y mapzed to same degree, getgood
(b.s. - unused land, low inv.& labor opps) ( a pernicious Rolphian

doctrine) ( & Frisch)
is more

Keeps using nat. mnpies as e.g. of how bigness

eff; but cloesn't clistinguish them clearly from other firms.
& identifies er.s of scale w. mnpy

Boner, 440, sayspublic reg., "miae & output " ofp-up.u.

No recognition of multi-plant mupies.

1

1

1:



ch.23, p.
2

Price discrim. -good&bad.
To helppoor; to let firm exist; to A outpul, spread overhead.

To create mnpy

Quantity discounts?

Thuggem, etc, alla thing of thepast, p.446. No goonsquads today.

B.S. Complacency.
Misrepresentation

1931 Raladam case, obesity 'cure' injured But
being injured,so lawdidn'twa

Supreme Ct. said no competitor

let them stop it. Law since amendedso can.

Theseare

mmpsts view, see it seems very

consumer.

Tying Agreements & Exclusive Dealer Arrangements

Full-line forcing.

illegal onlyif they' lessen comp-n'. BCC lookfrom'reasonable'

Calif law includes

Unfair -Practives Acts outlaw sellingbelow cost.". The

every conceivable mark-up

trade ass 'studies'as prima -facie evidence.

'cost'; & admits

(to
many men spend lives asparasites

as

contemptible)



Fair -Trade Lamy

Hi retailer margins. Encourages slow turnover, excess

capacity in retailing

Largefirms develop pvt. brands, take mkt, small retailers

& medium pushedout Canother care where public, destroyg, or

failing to create atmosphere for comp-n, destrorys wat 7)

hopefor maintain werkableBest We compon .



Perfect comp. achieve most effre.allos.n

(Also assures that noproducer

Start w demand curves. Objectofee is to satisfy them.
as much aspossible.

Ŀ

earns > cost> cost

+ /
How know which ones to hit first, & how much? Depends

on cost ofproducingBege starł w. highest ? No sense. Depends

which means sacrifice of something else, at its value at
margin.

toput cost curves on same graph
MC curves. (why)curve, sum of

foregonegain in other professions)
Where they meet, MC = P =

nises to equal
to meet it.

ofproduction ... + rent)

marketsupply
commensurable? bes cost reps

1.e. increment to cost

increment to consumer satisfaction, whichfalls



Mon.

1. Preview

2. Sheet on desk

3. In perf. comp, move out to S=D. Ideal

Consumer&producer surplus (valuein use & in exch)

4. Why all this fuss about elast.?

regardless ofelast.
Idealfrom social view, yes. But not from

particules industry. E.g. fors may cam les by producing

(whichfins ...Sam. weakon that y

some.

6.

Bes tells

5. Define clast.:

7.

Elast. impent bes tellsus how indlustry will behave

when organized; or how individ. firm behaves when influences P

how revenue

El. = 0,00, 1.

F

To A Q

Yo A P

8. Perfect comp-n
little.
units, same
proportional AQ.

E.g.s.

MSB = MSc

S= D is ideal,

ea.

changes.changes, as -AP.

view

more.
of

firmso small,no infuence on P, on

But actually, if 20 firms,& one 4 output by 10

effect on I asif whole ind. did. Butlanger

That's why we worrywe worry whenfirmsgetbig -laye
vested int. in what casell w/o expounding



y

X = AQ*(P-AP)
= Q AP

x-y

1.

x-y

xT

Let A Q

PAQ -APAQ - APQ

P APQ

= P ( 1 -41 - 4PQP

Ja

MRE xoy
PAQ

P(4Q - QAP)
QAP

Say:4Q = 1 unit
= P (1-4/² ) = P(1 -£)

2 .



8. Free entry bestguarantee ofcomp-n. Newcomer has nothing

New &old car,to love.
bluffing.

Wide mkts help, too:good xptni

Amayother things, ihatmeans

Equal inc. distrib....lage middle class mkt. Makes demand

flatter. Aplit society in 2, get mapy. White
curves

consumers and benefit inmany lines if ofr cd bring

colored mkt by slight P'reduction.
9. MR = P-P

Next time, put microscopeon contcurves.

in just new



MR= P-1

x-y

X

P

= PAQ - QAP ?

Slipshod math?

P

Q

AP

P- Q APp

Let AQ = 1

and lo

theyare equal

P. APQ
4Q



Henry Ford's heatest.
Invention

(Lower price, A volume)



Why build excess capacity noture?

vs intruders.
5

os
weapon

MR

D

Mapst can cutp pretty low to

swamp intruder, but won't work

if he can't meet demand.
Mustration . Leaves unsatisfied
customers, for competitor.



etc., are not nec. evidence

of mapy, but seasonal
fluctuations in demand
for flow resource.


