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1 Outline of Full Employment through Full Use of handI' and Capital, by Mavon Saffney, Feb., 1971
The

Copy
Correction

Copy. Introduction : Unresolved problem of unemployment
A

the
ExperienceExperience of last 3 years has strengthened or confirmed suspicion

^

that many have entertained for longer periods , that tools of monetary and

t

fiscal control are not equal to the loads we ask them to bear . Inflation

mesmeans other than demand inflation, to cope.

pp.1-25
cover

only
Intro.; I, A, and I, 1,182

and unemployment. Need tofind
Warfare & unempl., too. Importing primaryproducts of theworld, still have unserupt.-&

rising resource prives too.
Unemployment is more severe than conventional measurement allows .

Politicize of Bld.
Custom has staled full appreciation of how very far we are from any optimal

level of employment. Ideaofsuperfluousluous man isfiindyrooted.
aboutOther aspects : discouraged seekers not counted ; idle housewives desiring

tomidlife timeto retirement; shortweeks.I hours;themseanly
careers ; protracted apprenticeship in schools ; homes too far from jobs ;

wage levels artificially depressed by monopsony ; etc.

weapons production in some part ; nonfulfillmentof human beings; anxiety; doing willof·
servicemen ; featherbedding , make -work rules ; forced retirements ; under

employment--mistooted labor ; crime ; 'rîsing share of population on welfare ;groeping for security, suppressing creativity; selling out ideals

Hyman Minsky
Some tolerate 4% measured rate as minimum , but why can't most groups

be as fully employed as the most fully employed , with 1% unemployment?

(Married white male adults ) . They change jobs , too .

resultingfrom unempl. anxiety.Conntly curve

Collateral problems : Iron Mountain effect ; sacrifice of environment
oxbatanceofpe

for payrolls; restricted immigration (with profound change in nature of our

international position , instead of receiving people we are competing for
clutubing,freezingup,jamming, wooning, live periclessur bettyverteds.Lover

_raw materials ) ;, fencing off of professione , adding to generation gap ,
in

a 26.

reducing mobility , demping the confident , innovative , interloping spirits and
tradivaring meat, foarberesting gruppe
growing anti-natalism, fear of people in general , a easy vehicle for

13

misanthropy, and of course inflation incurred or accepted to fight

_mommyloyment; time; Wilfire, comempé, compo;support fordraft; poverty;
__"Unemployment anciery“ leads to above, Able to comport

familia, Andes
wirdring

tommotory policies like p.w., which I will stor really reduce expl
"Doi: rask bost" attitude towarú Aringe abima nition that polles.
contral redusor iviijí.

ij.
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brains the couragefrom people,makes them auxions, petty, clutching instead.
and servile, feurning truckling, which be obrewed in any largemay
intu.



Faced with this mountain of unemployment and derivative social ills,

leading economists are offering only dismal choices , as in the days of Nassau
& wazes-find ceiling

Senior , and those within\a narrow range of policy controls , those of fiscal

and monetary policy (FMP). Croaking, laudator temporis acti Tuunalvision,

Hausen ?
TheTopa

In the early age of innocence , the bright promise of FMP (especially
but not exclusively the fiscalists ) was that by social control of Federal

Doade Mi.Kinna Aanwels , etc.
spending we could employ everyone without inflation . Hardly anyone dares

promise that today . Now we are growing inured to the Phillips curve , trading

off inflation for unemployment . a nightmare come time. They said thiswon't happen.
Fiscalists said dw it by deficit; monterech said do it by lowning i by FR action. Now,"FR:lot.

Samuelson , Okun , Heller Burns , Wallich ,
control over i, less to balance ofpayment quas.

Quotes from Friedman ,

2.

S
McCracken , Ackley , Galbraith .

dismal choices.A
diversions, adventure,

Counsels of despair , confession of bankruptcy,
Recourse to imperialism ,L.Reifying:symbola

Some promise employment ; some promise price stability (or "nonflation ")

but none has delivered . Already , the talk is of more unemployment traded for
less inflation , with both suffered . And that is the only honest promise , in
view of the record .

Cayubetenof metaphor for
ir even promisefull-erupt.any longer.

metaphor for substance.

Some emphasize control of the quantity of money , others the aggregate

Federal budget . But except for a few these are differences in emphasis ,

each school allowing a large role for the other in its scheme of things .

Both accept the premise that the rate at which money is spent pretty much

dominates real production and employment .

Muure fremmerest developed
-intewithofprofis, sing of the funds oday,
shortage of funds. hoded werdend that accommodates observed funts.

Manic- depressive nature of philosophical underpinnings of

main hirdets related to rivorstpreading threaten tatud wall.
Then stagnation LorenI thin AN deive .tanna in I

il model of tegen fading
Babin 7



gloon, rescued bry socializing in , which meant
spending



It is time to be disenchanted with such heavy emphasis on FMP,

and the idea that control over aggregate money and spending are the seriga
keys to employment . Fiscal policy and monetary policy are necessary but

not sufficient , and maybe not even the most important of the necessary con

ditions . 35 years of primary attention to these only policy levers has overloaded
them, and
produced a cultural lag , with other matters badly neglected .

Cite Paul Douglas cross exam. of 4. Cukling.
One group long disenchanted are the Dirigistes of varying degrees ,

who would take control over what remains of the free market and solve economic

N

3.

problems by returning to direct state control and policing of prices and many

other key economic decisions . This is not a study of how bad life is under

price policing , rationing , and so on , for there is a wide and convincing

literature ; this is rather a study of how we can help the market.solve its
problems . But the fact that many people are ready to move into controls and

accept the risks and restrictions of enlarged policing , and the political

determination of relative values , distribution , and allocation , and the loss

of incentives under suppressed inflation , and all the rest --this fact is an

index to how badly we are doing , and a reminder of the fate that is ours if
we fail to meet the legitimate aspiration for employment opportunities by

other methods .

<

indeed .

It is not surprising when a committed figure --Galbraith-- leads the

forces . But when a life - long skeptic , Arthur Burns , now in a scat of

calls on controls to effectuate his policies -- that is a counsel of despair

MAY TAM
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subiugut.
is unempl

& sled,be

Uring land is

means to end

Some "Structuralists " have offered another force , but it is under
unwieldy

developed , unexciting , fragmentary , and poorly integrated and reconciled

with FMP . Some has been coopted by privilege and pressure groups , like

the "regional development " work supported to protect dying constituencies .

7MP rests, have downgraded it. called itfutile. Anti-trunt exply. (over)
One should not promise more than he can deliver . economic

analysis of market mechanisms can promise , and policy can deliver better

than dismal choices. Full employment without inflation and without controls

Only need wory
about luber empl,

luned

is attainable . This work purports to begin to develop the analysis and

policy recommendations .

replacementfrez. Structunt & aggr, demand, simul. Micro &macro.
Prosent lesducting can't employmen; free nikt. could.Emple.
I. Market mechanisms for homing on full employment . Thermostats

(

4 .

def. of"optimal employment" when anyone can work an wuch as he
wants to

the Great Depression , that formative period in economic analysis when

Betterapproach
.

Homing implies an ef.,&a
Economists overreacted or misréacted to the fact of unemployment in

It is the custom to assumemany basic premises were imbedded in doctrine .

that underemployment equilibrium is probable in a free market , so that very

deliberate social control , as of aggregate investment , is needed , and that

under very tense conditions of unstable equilibrim, as though the authorities

were walking a high wire . Reform to achieve free markets is regarded as futile .

The Douglas -Ackley exchange .

The belief in reform futility consists in two levels : one , that the

market cannot be made free ; and two , that even if it could , it might not

help.
is artificially dear,I land wat ficially Meep, to entreps.

Most economist's have focused on unfree wage rates as the major andomist

intractable problem . The present work proceeds from a premise that wage rates

Others ,while important , have received more than their due share of attention.

like Douglass , have looked at industrial market power , and the anti -trust laws

as a way to solve the problem . The present work gives some weight to this

aspect , but stresses remedies other than the anti -trust laws .

T



Have preferred 7MP bes, seemed more worthwable manageable,

centralized, captunable to accept price-fixing and work in

that frommework - using cost puch as scapegout, andalternatively

good thing bes high incomes result & generate more spending,
in consistency needing resolution.au in

Except for one kind of structural change ; tenuiorial

Hansion frontiveexpension

.A &W. Autocis.highways
Iron Mc.

Nowsworldpolicing . Lebensraum.
effect again, 7.Mdahas=gove aloy seeking me out lets=fu..andwe

Unable tofind subs,for territ. exp. Invadingboth.tingenv.21for nations.

Now, on topofold reasom, is environmentalism -u adevutetx
they

have

!

neglected
Macro has been anti- Malthusian, Recognized nosrelatieto

contraint. Hence, ill-equipped to adapt to new recognition ofit,
Als, recognized no capital-consticunt. Il equipped tona

adapt high i, scarce capt.
those findspolicies nor-dependingme waiteNeed to puye

"growth,cor.Jenit expansion "



The focus here is on other market faults, those affecting capital and land .

It identifies many key variables and many policy controls over them , which may

be used to reach full (more precisely "optimal " ) employment .

Many economists believe that price flexibility guarantees full
in partial analysis,

employment within the bounds of micro theory , but not those of macro .
sechs to unite

The present work integrates micro and macro theory , showing that micro

mechanisms also have the needed macro effects . Specifically , to anticipate ,

faster replacement of capital , a micro mechanism for greater employment

means greater replacement demand and gross investment , a macro mechanism

for full employment .

A. Micro-economic mechanisms for full employment : substituting

labor for capital and land ; substituting capital for land .

parameters .

1. The variability of factor proportions , and sensitivity to

5.

The assumption of fixed proportions found in most analysis ,

explicitly in some (Harrod , Weintraub , etc. ) , implicitly in others .

Great variability obtains in fact among different countries ;
individual owners of housing.
Data . Lange & small firms .industries ; firms within same industry;

changer over time , see full outline.
A small percentage drop of wage rates draws investment and land

and firms
into labor-heavy industries , because it gives a large percentage rise ofA

interest and rent , while giving very little in capital-heavy and land

Authmetic illustration.heavy industries .



Reserv. vatro fest

Depren - stocke

tu

Put loud in

model,here.

The differential sensitivity of durable investments to interest

rates-- some introductory capital theory and practical examples . Durable

means capital -héavy . Martin Bailey on why we cannot run out of investment

opportunities .

2. Substitution of labor for capital

The need for a vertically integrated approach , because

capital is produced by labor . Hazards of static approach , intuitively

assumed by most , where a capital-heavy industry is one with a high capital

to payroll ratio . The 'fixed ' capital is actually turning over slowly,

and the true -labor -input varies with speed of turnover . In a perfectly(normalized)

staggered , vertically integrated group of operations , the capital to payroll

ratio is a correct guide to capital intensity , as will be shown . But the

displacement of labor by machines in one stage of industry often representsnes

a shift of labor to the machine -producing stage rather than a net disemploythe/m

ment . Example of agriculture .

The share of capital in the product is an increasing function

of time . Doctrine of non -coordination of factors : labor hired by investor .

Investor's function to advance "subsistence " or ripe goods in return for

green ones .

6 .

Models of investments showing how share of labor in value of

product is a decreasing function of the life of capital .

PIPO) case .

a . Appreciating capital . The point - input point -output

The single investment model .

The staggered model . Rio ration; life indices, ifyou
for each one you cut, you're eapl.- internete .

home

research (work of Barzel ) . Data from specific cases .

Work of Wicksell , Brems , Dorfman , Donar

Applications : timber , livestock , inventories , minerals ,

50 trees



Denial by J. Robinson of the models , and refutation . Denials

se normalizing.of Clark , Knight , and refutation . simple math, problems

Sensitivity analysis --the basic math .

Conceptual pitfalls and their solutions :

the definition of "life . " Life as the reciprocal of

frequency , where frequency is the output to capital ratio . Dorfman's
li,"bathtub theorum. "

the definition of capital , and some implications . The

Stubblebine position . Refutation .
*

beware thinking of
b . Depreciating capital

Single investment model

Followed over life

. Breakdown of cash flow at a point in time

Staggered model

Work of Brems

capl, service "(int. + am -4.) as cap. input (over)

7.

Mathematical necessity for consistency of principles applying

to both kinds of assets , since depreciating assets are mathematically de

finable as sums of appreciating assets . Vickrey's proof of Haig -Simons

theorem for all assets . ( = PVE (Ruan

Ackley's denial , and refutation . The useful concept

of "half-Ilre . or carcass life vs. service life. Ackley
accts. different treatment of depreen, from invertory exhaustion.

seor reflects INP

Applications and data: autos ; housing stock ; fruit trees ;

alfalfa; industry in Milwaukee ; machinery (Terborgh ) ; etc.

The deceptive comparison of lives of appreciating and

depreciating capital : former is relatively much longer than at first appears ,

so cattle and timber and minerals show low labor to output ratios .



Am.n. or recovery is return tois return to later.Seeifanyone commits this

fallery, JVK said was common.
use loss harvest laber - tree valuce,so are cap.

Long cycles we less harvest

intensive for 2 reasons: higher shoreofgross is stumpage; higher

share of stumpage is return to capt.



ta

More conceptual pitfalls . The misleading treatment of

capital turnover , depreciation , depletion , and replacement in the national

accounts , a professional stumbling block to clear analysis .

to mobility.

C. Adaptation to scarcity and glut of capitalK Wicksell's model ; Bnems ' expansion .expansion . Shortage of capital not an

absolute barrier to full employment , given the absence of structural barriers.

Ratios adjust .

B
and Hansøn .

Neither is glut of capital a barrier to full employment .

fallans,
The Luddite emity Machines produced by labor . Limits

on the substitution of capital for labor . R&D affected by relative factor

prices , and it can foster labor -using as well as labor saving innovations .

8.

Martin Bailey's sink of capital.

Aggregate increasing return to capital--refutation of Marx

3,- %
"intensity"Substitution of labor -and -capital for land :

a. Classical diminishing returns - a retreating limit on

Elasticity of production , intensity , quotients , and

leverage of higher prices or lower wages or lower taxes , forces causing great
showing scope for interurification.

intensification, Examples from agriculture , industry . Regeling urbem land by

site renerval, important aspect. Increasing height of blags.
b. Increasing returns from intensification .

Circulation and synergism , urban and rural .

C. Use of capital to develop new land , i.e. to raise

land to higher use , at several frontiers of succession .

intermity.



9 .

Land and extractive resources not a limit on employment , so long as

or any landcapital may employ labor to bring submarginal land into use
B

into higher use . Marnett and Morse . Or recycle.
The historical record : falling terms of trade of primary products ;

excess capacity in primary industries . Landsberg , Fischman , and Fisher . (But rising land
are more basic than primary products ?)prices now.I they

Environmental quality not a limit on employment , by same reasoning ,

so long as capital can employ labor to enhance (or avoid degrading )environment .

Slow recovery of capital used to develop marginal land . The extreme

case of landfill . Ultra-extreme case of appropriative investments that don't

even return interest except in acquisitive , redistributive forms . Importance

of developing intensive margins in preference to extensive ones . 3d dimension
cycl

(height ) ; 4th dimension (renewal or rejecting of sites ) .

4. Substitution of labor for capital-and-land-- the way to full

employment .

Greater intensity means higher labor - and -capital to land ratio .

Shorter lives mean higher labor to capital ratio ; also more frequent

use of labor on land , hence higher labor to land ration for any given capital

stock . Harmony of Georgian and Wicksellian approaches to full employment-

seen by Wicksell . Harmony modified by lag of site renewal behind capital

recovery.
appreciating and depreciating capital repeated withModels for

addition of land , single -investment and staggered .

Sensitivity analyses repeated .

Mechanism for free market for homing on equilibrium at full orff

optimal employment .
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The frontier trap . Developing new lands (at every margin of

land-use succession ) intensifies land use on new land , but substitutes

capital for labor by slowing rotation of capital . Also slows rotation and recycling ofĄ

π old land. To avoid trap , intensify more , expand less . Intensify in 3d
and 4rk (recycling) dimensions.

5. What determines the rotation of capital , and renewal of land?

Role of interest rate in simple PIPO model easily and widely

understood . Basically correct , but too simple for most analyses .

Define and contrast capital recovery , capital replacement , site
6.g. recycling is replant, w/o throughput.

renewal , and throughput of materials . Rotation of capital is a full cycle

of investment , recovery , and replacement . Capital rotates faster than sites.
life.are renewed and materials are put through . Service lifet. Repl,frep, is double orso reverval brez.

The share going to capital varies as an increasing function of

the rotation period . The share going to land varies as an increasing

function of the renewal period .

in one stroke at m.
a.

vs. carcass

different methods of taxing .

10 .

Appreciating capital . Cap.put
Faustman's solution . Review and improve .

Sensitivity to parameters . Preview: effects of

in slowly- (nor really

as those of site renewal, but not quite , at the end;
different at thevintage int. beginning.

PIPO), Recovered

Applications to forestry , livestock , inventories .

Depletion of minerals .
Intangibleble capital : R &D, goodwill, education, etc.
Determinants of capital rotation are almost the same

and+ vol
hawvert. very

b . Depreciating capital . Cap. putin in one stroke: recovered slowly.
Capital recovery leads site renewal by large factor .

Speed of capital recovery largely set at birth or vintage .

Speed of site renewal much more sensitive to parameters of later years , mainly

land value . The useful concept of half-life .

Land ripening' factors also affect reserved period by slowing beginning

cycle (which is same as ending of old cycle.)of



costs ofof time,
Determining life . Economies of longevity vs.s . interest and

rent .) Balance by maximizing present value in perpetuity .

Intellectual, religious , sentimental , and class bias towards

overstating the benefits of durability . Capital recovery factor and the

small benefit of spreading capital costs over more than twenty years .

A special case?

Sensitivity to parameters .

Combined appreciating and depreciating capital : mineral extraction .

rent demands me,

C. Dynamic role of land rents and values in replacement timing .

i. Static role--review . ( Rent as counterweight to interect.)(Landyielding
fet , thus A inv. opps.)All

ii . Rising values . Effect on timing of building for land

use succession , and life of buildings . The ripening question .

11 .

by non-reinvestment of recovered capital .

iii .

The tendency to consume rising land values under buildings

recovered by rise of value of captured resource .
iv. Extractive?

d .

Preemptive investments to capture submarginal resources .
(Military spending the greatest of these)
Non-recovery of social capital , as private capital is

The intersite linkage sector and other mass systems .

Linkage extensions have special role of adding to effective land

supply. Lag of site renewal behind capital recovery raises land prices which

stimulates land use succession and extension of mass systems .

Mass systems are characterized by decreasing costs . This

leads to building capacity ahead of demand . Lengthens payout period .

Other factors slowing payout : capture of territory ; nature

of payout through enhancing land values ; durability of capital fixed to right

of way.



Nature of political incentives to build public works whose

payout is in votes and contributions rather than sales .

a. The political value of raising land values before land

is ripe for the higher use . Immediate gratification , deferred retribution .

ii..b . Payout through taxes on capital , sales , payrolls . Land

Fart. finances thevalue hike comes first ; tax returns come in later if at all .

Preview : institutional factors slowing payout .private developer, in effect .

and

12 .

capital requirements for linkage sector .

Large subdivision , company towns , new towns , shopping centers ,

and other large integrated developments which pay out by capturing their own

spillover benefits .

Scattered and unpredictable settlement pattern inflates

des
eloper

contribh. for
streets

Speed of adjustment declines with durability of stock .

. Lag of response to new parameters .

Speed of capital recovery is largely set at vintage . This is
shot run

most obvious with depreciating capital . There is more latitude in harvesting'̂'
appreciating capital , but there are narrow limits on this , too.

Recovery of some capital requires further investment of

complementary capital . This dependency increases with durability , and is

most evident with public works . This lengthens adjustment to high interest

rates . Not only can they not speed the release of sunk capital , they slow it
down by suppressing required complementation , if public works have been built

far ahead of complements . This is one element in the possibility of a

serious crisis .
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In the short run , capital recovery is largely predetermined

for recycling depreciated
The recovery of land from beneath old capital may be accelerated

a great deal in the short run , because of asymptotic depreciation patterns
ES

of old buildings . But the revenue is true for appreciating capital , for

by previous decisions .

land is a smaller share of total value in later years of life ,
laund

13.

values speed up recovery only little.a
6. Summary : how the market substituter laber for band and capital to

recule full impingement
B. Macro-economic mechanisms for full employment

macro -economics .

and migher lund

1. Sources of doubt about market mechanisms in the aggregate .

in the There are several strains of thought doubting the ability of free mar

aggregate
kets to home on the full employment, which micro seems to promise . Moving from

involve a faltary of composition.micro to macto assumed to
Some have already been answered by '(A) . Others are mutually

doubt
refuting . Other answers latent in ( A ) need translating into the language of

b .

a. Malthus . Limited earth , superfluous people . In simple

forms has been rejected . Reasoning and data already given in ( A) . Scope

for substitution of labor and capital for land . (Returning , however , as

an element in more complex theories ) .

S

Inadequate demand to absorb supply, above underemployment

equilibrium . Oversaving , underinvestment : surplus of capital .

Oversaving , coupled with dwindling outlets for investment .

Falling rate of profit (Marx ) , or diminishing marginal efficiency of capital

(Keynes ) . Has elements of Malthus --reaching limits of the earth , both



14 .

territorial and inventive , are causes for falling yields on capital
nse

(Harmon) . Has elements of Ludd--capital piles up , seeks outlets , machines

displace labor (Theobald et . al . ) . But declining population growth also

viewed gloomily , as reducing demand .

Although pessimistic about what a free market can achieve , this

approach is optimistic over what social control of investment can achieve .

Policy implications : keep interest rates low ; invest public funds at low

or even negative returns . Has elements of Henry Clay-- invest in public

works , open new frontier . Saving is redundant , little incentive needed to

create capital , only to keep savings from being hoarded . Has elements of

cartelism: avoid supplying ripe goods for today's glutted markets ; employ
(farm and reclamation

labor to build up capacity to meet tomorrow's scarcity Has elements of

easy money (Patman ) , but generally regards money supply subordinate to direct

control of spending .

polico).

Meeting inflation with unemployment , however , this optimism fades ,

leaving the left prone to seek recourse with Galbraith in direct controls .

C. Inadequate supply to meet demand , above underemployment

equilibrium. ( Overinvestment , shortage of capital? )

This strain of thought has not been so well articulated as (b ),

the Keynesian orthodoxy taught in academe , but it often prevails in seats
after

of power . It has influenced much Federal policy since Heller . Cite definitive

statements . The "overheating" school . Heller bespoke the optimistic side of

Keynes : increase , investment incentives , soak up unemployed by increased
bullish

investment , achieve large net gain . This version of Keynes could even be



4

15 .

construed as optimistic about the free market , since increasing investment
can take

incentives took the form of reduced disincentive taxes on new investments ; and the
market is assumed extremely responsive to the touch of added spending.
The bearish view is that such increased investment can only be a stirring up

of paper with little real effects , only inflation . ) That is deeper than

simply saying increased money supply is inflationary , although it has elements

of tight-money thinking . It says increased incentives to invest are in

flationary , creating demand without supply . It is seldom made clear whether
e

this reflects a promise that capital is too scarce ; or too unadaptable ; or

what . (This work seeks to formulate and articulate the premises . ) It
evokes memories of the theory of a fixed wages -fund limiting possible increases of

and with ideas that fast and lance increases in employment are un attainable (over)gass
output , The major policy implication : route to full employment is to lower

must precede fulfillment ; don'twages, using direct controls if necessary ; suffering
hope for too much,

Faced with inflation in spite of reduced investment , this school ,

too , fades from optimism and turns to direct controls . (Burns )

(b) and (c ) may appear contradictory , but they have a common

theory: the lack of market thermostats , need for Keynes ' "socialization of

investment " i.e. conscious intervention by government and quasi-government

to regulate rate at which money is spent to employ labor . They differ on

what rate is optimal , neither regarding the other as benign .

There is a common readiness to abandon free markets when faced by

inflation-with-unemployment , or other crises . The issue is not intervention

vs. laissez -faire , but rather who is to intervene and for whose good .



and Utopian.
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and
Structural institutional frictionstural
This strain of thought traces unemployment to stickiness ,

friction , lags , monopolies , cartels , uneconomic regulatory criteria,

closed unions , licensure , privilege , tax bias , and so on . Individuals

vary widely in the weight they give it , some believing Keynes proved that

underemployment equilibrium is as likely under perfect competition as any

other condition . Individuals also differ in how curable to regard the

market's faults . Pessimists believe markets cannot be made free ; many

believe they should not , either , or that there is little good in it , and the

positions merge and support each other . Free market liberals trace unfree

markets to abuse of government power by dereliction or complicity , and are

optimistic about what can be accomplished by reorienting policy away from

interference with free markets , and where forebearance alone is not enough ,

toward actively fostering them .

The following sections ( 2 and 3) of this part (B ) purport to show

that the micro-economic devices for homing on full employment also have the

necessary macro-economic qualities . Later parts (C and ff . ) suggest that

there are many feasible policy measures to take

materially increase employment , once the importance of removing bias

against replacement be recognized . The writer is optimistic about the

benefits and the feasibility of removing structural barriers to the market .

or cease

16 .

— — that can

To capsulize the argument , the preview follows . The macro device

for increasing labor to capital ratio is faster rotation of capital .
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17.

This counters two pessimistic macro ideas . One is that final demand is

inadequate to carry away increased output . But turnover increases gross

investment , creating added income . Capital owners invest to replace

capital in anticipation of replacement need , creating the money income to

buy what they sell . The other is the reverse , the fear of inadequate flow

of ripe goods to balance increased incomes from gross investment . Increased

turnover adds to the flow of supply as well as demand .

A micro device for increasing labor to land ratio is also faster

rotation of capital , and the same arguments hold. A second micro device

is increasing the capital to land ratio . This reduces linkage capital needs

and so speeds overall capital rotation , because linkage capital is very

durable . It may slow some specific rotation on private land, but the extra

capital put on better land is pulled from marginal land , where rotation

speed is at its lowest .

Having shown that market mechanisms do home on full employment , (B) ,

the major aim of the work is then to identify faults that can be righted to

let the market work optimally.

2. Market mechanisms for full employment equilibrium:
Replacement, aggregate deacon in supply

real terms analysis
replace .a. The prime micro device for full employment is' faster employ

ment . A theme of macro is that there are forces not contemplated in micro

which may keep aggregate demand too small to buy the output necessary for

full employment . But faster replacement has a macro dimension :

higher gross investment , and so supplies greater income -creating spending .

it means



We will pursue this line of reasoning to show that micro devices for

housing on full employment also have the necessary macro qualities .

Another theme of macro , we have seen, is-schoul (u ) , the anti-overheaters,
who

18 .

It is not the spending alone that is healthy . Spending alone

is cheap , and may do no good . Faith has turned to doubt , and doubt to

disbelief that spending alone can do more than raise prices and help finance
Kuo- Mintang
Agovernment , even in the U.S. Latin American, Chinese and other experiences

with deficit finance as a way of life have shown what can occur in nations

that overload this one device . The anti-overheating school often interprets

any increased spending in the U.S. this way , even that due to increased

incentives to invest .

But they should not so interpret replacement investment . The

ripe goods being replaced are also being sold : the supply balances the

replacement demand . Faster replacement simply means supply and demand

balance at a higher level .

The fact that greater aggregate investment is meaningful only

when accompanied by greater volume of flow of real goods tell us there is

a real macro -economics , one that can be analyzed in terms of a barter

economy as though money were only a veil . Macro or "new economics " has
examanie s

been contrasted to classical analysis as analysis in which money is an

active causative agent and not merely a neutral and passive medium of

exchange . Inadequate aggregate demand , the original macro problem, is

perceived as a monetary problem caused by oversaving and a bottomless



sink , or liquidity trap , into which saved money may flow without pushing

investment out any outlet . This was monetary it could not happen in a

barter economy, which is why classical economists had overlooked it .

But there is a real macro . Aggregate demand could fall short of

full employment in a barter economy simply because of slow replacement ,

where the real aggregate demand for labor is the flow of ripe goods . A

given capital can generate larger or smaller flows of final goods and

employment demand simply by rotating faster or slower . The cycle of sale

and replacement is a pacer so determinate of aggregate supply and demand

that a basic macro-economics should begin there .

The value of looking at a barter economy is to gain insight into

the things that move behind the symbols , the substance behind the shadow,

thus to see if the symbolic language of our times has veiled anything

important . A precondition of Keynesian optimism, latent but not explicit

in its language , is a real capital stock highly responsive to the touch of

spending . There is a supply of surplus goods ready to meet increased

spending , ripe yet waiting for the flow of money. The goods when sold are

automatically replaced , so that consumption spending creates income . The

possibility of disinvestment or non-replacement is formally allowed ,

although not stressed and generally submerged . The possibility that the

capital stock is insensitive to spending is not considered at all , nor

is the possibility that replacement - investment (R ) may be primarily determined

by factors other than spending .
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A precondition of conservative pessimism is that R is refractory

not only to spending but to almost any thinkable policy .

To evaluate these macro positions we now analyze the relation

of R to aggregate supply and demand in a barter economy .

20 .

b. The storehouse model

Picture the world's capital as a fund of goods flowing through

a storehouse . It is only a detail that some capital appreciates and other

depreciates en route .

The storekeeper grubstakes the hired factors of production , by

trading them ripe goods for their services which produce green goods .

i . Simple.model capital hires labor

The major point can best be seen in a simple model word

picture where capital hires labor . Other details are deferred to model ii .

Labor brings green goods to the receiving dock and takes ripe goods to

consume from the delivery dock . Labor's share is its discounted marginal

product . The storekeeper consumes the excess Böhm-Bawerk's "agio "

which is his share . Goods in process are perfectly staggered, so his share

is the same whether we measure it as current accrual of green value or his

share of ripe value . There are no direct services all labor must pass

through the cycle of transformation into green capital and recovery or

consumption or ripe capital . There is no current saving by anyone --

labor converts to new capital only the green equivalent of the ripe goods

it consumes . It is only a detail at this point that much labor is

used also in the delivery of ripe goods to consumers . (109)

ut



The role of the storekeeper the investor of capital is

to advance ripe consumer goods to labor . This advance of ripe goods is the

aggregate demand for labor . The advance pays labor to replace what is currently

consumed . The storekeeper's share rewards capital for having carried goods

over time .

21 .

Aggregate income -creating expenditure is the sale of ripe goods . The

supply of ripe goods is the demand for labor . This answers to "Consumption "

in common macro parlance , but it is the flow of ripe goods and their re

placement that is the essence of demand , not the flow of money .

Consumption is limited to the flow of ripe goods . No mere flow

of money could increase this , for it is the fund of real capital times its
turnover rate . Labor cannot directly control this not by demanding more

ripe goods , and not by offering to work more . Indirectly such demands by labor will

speed up turnover , but only by making the storekeeper want to in his own interest .

Control of the system is in the storekeeper's hands .

The flow of ripe goods to consume balances the income with which

labor and capital buy them, because they are the same the flow of ripe

goods buys an equivalent amount of factor services . Replacement is income .

Unemployment of labor results from a shortage of ripe goods , not

a surplus as in much orthodox thought . If there arehot enough "jobs " to

go around , it is because there are too few ripe goods to go around . They

have to be rationed , and unemployment is a way of rationing limited goods .

If there is not enough "consumption " to employ labor , it is because there

is too little to consume and replace . The demand for labor is the supply

of ripe goods . •



22.isnot the
problem

oversaving

As to saving (hitherto assumed zero), real saving would help

employ men , not hurt . If men would work for deferred claim on their

green products , rather than ripe goods , they could be employed . Thus real

saving does not reduce demand for labor below consumption , but raises it
above consumption .

S

In this real world of barter , then , unemployment results not from

any liquidity trap , but from a real capital trap . That is if the storekeeper

sinks his limited capital stock in firms that ripen too slowly to feed all
the troops , there will be unemployment , because the flow of ripe goods will

fall short .
e

For full employment , the storekeeper displays his capital so he

can always meet the national payroll . ( 113 ) How does one meet a payroll?

One schedules maturities so goods ripen and he recovers capital at a rate

equal to payroll , before capital is exhausted . On a going concern basis ,
the ratio.

that means turnover must not fall below , payroll capital, For example ,

assume settlements are monthly . If capital equals 12 monthly payrolls ,

the storekeeper can wait 12 months before the first cohort of green goods

ripens for sale . Turnover is 1/12 per month , or once per year . It is

only a detail that labor advances work on the average two weeks before

payday .

If the storekeeper falls into the capital trap , his capital ripens

in over 12 months and he cannot meet the 13th payroll . If this were to

happen abruptly and extremely, he could not meet any of it , but that never

happens in the aggregate in fact , because there are many storekeepers and there is

a great deal of play in the system . But he can fail to meet part of the 13th

payroll . Then some go begging , and this can become ( and has become ) chronic .
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Several analogies and illustrations are submitted . (to be added)

To cure unemployment , the storekeeper need only increase his volume ,

which he does by speeding the turnover of capital . This increases both the

supply of ripe goods and the demand . Durability & the accelera, principle.

Some worry that increasing investment may create demand without

supply. This model shows that an increase of investment from the source

here analyzed replacement supplies ripe goods simultaneously with demand .

Some worry that increasing sales may create supply without demand .

This model shows increased supply of ripe goods brings on demand by putting

the unemployed to work . As to saving and the liquidity trap , a barter

economy does not rule them out . Saving occurs when labor takes payment in

Since ripe goods areclaimclaim on green goods in lieu of consuming ripe goods .

the bottleneck , saving does not retard but hastens the transit to full

Precedent:: Clark; Wicksell

Fuller

employment .

ii . Complete model .

A ore completer model does not change any findings of

the simple model , but fills in undefined areas and adds realism .

Land and green capital are hired factors , like labor . They apply

their inputs of service flow to goods over lifespan . Their owners receive

incomes steadily as the inputs are supplied and the value increments are

packed into green capital as it ripens . The incomes are paid by investors

who advance ripe goods in return for ownership of the accruing value of

maturing capital .
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It is only a detail that the investor advancing ripe goods may

be the same person as the owner of land and/or green capital . The functions

are different . It is easy to assume that holding goods as they ripen

entails net capital formation that the owner automatically ploughs back

his income from value accrued into ownership of the ripening capital

and then perchance blows it all in a grand spree after harvest . That is

inconsistent with the behavior of property owners , who tend to consume at

constant annual rates , even as other men . It is done by staggering maturi

ties , borrowing on collateral , pooling , and other devices .

The special role of ripe capital has found expression in the

doctrine of non-coordination of factors . In this doctrine , hired factors

are paid their discounted marginal products by investors . Investors who

advance ripe goods , and carry green goods to maturity , are the non-coordinate

factor .

Earl Rolph's criticism of the doctrine Refutation of Rolph .

24.

•

is needed more often .

It is more than a detail that labor inputs are bunched at vintage and

harvest , while the inputs of land and green capital span the years in between .

Shorter cycles mean a higher share of value -added comes from labor ; and labor

Labor applied at harvest turns into ripe goods faster

than any other labor . Shortening cycles helps employ labor not just by

increasing demand for labor to begin new cycles . It takes labor to end old

cycles . Final stages of production are the greatest use of labor .A

This holds true for depreciating capital , too . Here , a shorter

cycle means higher capital recovery each year from each dollar of capital ,

and this requires more service flow . Service flow is the delivery of capital

to consumers . Labor needs vary with gross service flow , as a generalization .



Examples ; data .

ending
Cycle -terminating labor is so close to consumers the value -added

is mostly labor , like pure services . Unlike pure services , it depends on

the flow of capital .

The meaning of ' services ' in current professional parlance is

quite removed from a pure economic definition , and generalizations often

made from available data are irrelevant and misleading .

Wicksell , who created our simple model , saw the need to expand it to

treat land as a hired input . He never capsulized his insights and so most

economists associate his name with his simple Austrian model . But he

preferred our model ii .

The economy consists of several stores , not just one . Capital

flows through them at different rates . Rates of turnover fall as we move

from small business to big business to housing to government . Housing for

the rich turns slower than for the middling : And so on .

Capl. must meet notjust the not.
this shows asup

25.

(lu cases,many

leave.) Higher rents require more

payroll, but also the not, rentroll,
landpurchase, e.g.for bldg. bonus for;

capl.



Outline , Full Employment on a Small Planet
Mason Gaffney

June 1973

Introduction : The Unresolved Problem of Unemployment
Book I : Market Mechanisms and Full Employment

Part A : Variable Proportions

Chapter 1. The Range of Factor Proportions , and Sensitivityto Parameters

Chapter 2. Substituting labor for capital and land : Theoryand Mechanics

a.

b .
Substituting labor for capital
Intensifying , or substituting labor-and-capitalfor land

C. Substituting labor for capital-and- land
Chapter 3. What determines the timing of capital recoveryand site renewal?

Part B : Factor Proportions , Aggregate Demand and Supply
Chapter 1.Sources of Pessimism about achieving full employment

Chapter 2. Replacement , demand , and supply : a model of real flows
Chapter 3. Replacement , demand and supply : a model of spendingflows related to real flows

Fart C : The Efficiency of Full Employment via Faster Replacement
Chapter 1. The micro and macro solutions are the same

Chapter 2. "Growth " is an option , not a requirement
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Book II : Laws against Jobs : the Institutional Genesis of
Unemployment

Part A : Tax Biases

Chapter 1 .

Chapter 2 .

Chapter 3 .

Chapter 4 .

Chapter 5 .

Chapter 6 .

Part B : Survey of other institutional biases

a.

Chapter 1. Laws against full use of good land

be

C.

2.

e.

f .

h .

Forest Taxation , a Case Study

Other growing capital

Depreciating capital

Interclass Biases , Selective Exemptions

i .

Payroll taxes

Other taxes , a survey

Chapter 2 .

Urban land : zoning , auto subsidies , sprawl , etc.
Farm land : the soil bank

Minerals : the worst-first syndrome

Water : the law of comparative disadvantage

Effluents and spillovers : the deer park and gadget
approaches chosen in preference to modifying products.
and processes

Industrial organization : cartels , price umbrellas ,
and excess capacity ; vertical integration , corporate
autarky , and excess capacity

Administration of public lands

National autarky

Summary and common themes

Laws for overapplication of capital

2.

a, Suppressing the cost of capital
(Low-interest loans , management aggrandizement ,
internal financing , etc. )

b. Forced use of capital
(Building codes , etc. )



C.

â.

e.

f.

Chapter 3 .

- M

Chapter 4 .

A S

a.

Bias against mass systems , high density ,
and sharing capital

8. Antiquarian bias

b.

Consolidated accounting and subsidy to
submarginal appendages . Regulatory bias

Rule of capture : losing capital to appropriate
resources

Public investment for private income

Labor legislation
(Apprenticeship requirements , human capital , etc. )

Political aid to firms that use less labor
in the mix

Supply contracts , charters , quotas , licenses ,
franchises , etc .: bias toward larger and
better cushioned firms

Book III : Compensatory Territorial Expansion

Part A : Inflating intersite linkage capital

Wealth effect of original distribution of public
lands , and weakening assertion of public equity

--The containment -expansion counterdominant
(or soil bank vs. subsidized reclamation )

Scattered settlement and inflated linkage sector

Inherent capital-intensity of the linkage sector

Regulatory bias inflates capital needs.
Politics of public works inflates capital needs

Lags and imbalances inflate capital needs.

3.

Part B : Military costs : an infrastructure investment
in territorial expansion



Part C : The heavy capital needs of marginal land

The underestimated public costs

Private costs

– –

Effect of spreading rent thin : all land is made more
marginal

Longevity of capital substituting for land

The El Dorado Effect : increasing returns to
capital developing new regions.

-- The Rule of Capture : consuming capital to acquire
land

Summary : rent spread thin ; capital wasted and frozen

Part D : Why new frontiers fail to employ everyone

Chapter 1 . Limits on Capital

Capital intensity synonymous with slow
recovery reprise

b . Jeopardy of crisis of frozen capital

History of such crises in U.S. history

Current shortage of capital

a.

c.

d .

Chapter 2 .

a.

D.

C.

Chapter 3 .

Limits of the Earth

current rising land prices and materials shortages

Claims of other nations on the earth :
growing anti -Americanism

The environment

4 .

Cheap land and materials : a mixed blessing
to labor . (Complementation and substitution . )

Book IV : Full Employment on the intensive frontier
A. Scouting some bogeys

B. Modifying taxation
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C. Modifying other institutions

Containing Territorial Expansion

Increasing capital formation : a byproduct of other changes

Other desirable byproducts

G. Summary : adequacy of capital and the earth to employ
and serve the population

D.

E.

F.

A

5.
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are not pushed to ipeness

Most demand is replent. clermand, - it's treated likze

cons. eapl. only._

this is..

Com . demand not an indep. vble. Is just a four of

In real model goods don't ripen bes laber

They ripen in then time,
to luber , give laber ce chance to workfora

them & offers to work.
offered

Laber is emplezal notjust replaig ripe goods,_but_delivering
as hawent's timber. Also w. depreig cup, that which



1-4

yields 5.7. faster probly requirer

If.pr. is clengthening

ufly. Justifies current attitude.
supply get

mare luber to

S.means clemand gets alread of 5.

If pd. is startin's,
alread of dermant, justifion Ku. attitude ?

a. Suppose we find pd. is too long start to shorten it..
Some wd, theresay

real problem is there isn't enoughe subjectenue to
subsectimes that is being nationed

auni't enougle "juba " to go around, but

go around ! It is

Some land yields
E.g.- campsites..

operate. (109)

by unemployment!

uam

more capt.
yield direct service, w/o

Can s 'rips' goods available by
land w. min. capt. Requiries places where

land can be med w/o zong, &c. steep cap. requests.
putting laber to work an

If capits, storetrueper decides to replace ripe goods elsewhere,
there to subt laber there. Or,he must take theripe goods puy

he could ove the
jmove green goods there after making them here.

sated goods can't be moved. Problems.)
Sg.

Release of ripe cap. isChange emphasis of mans.
clension of storebeeper more them beger; and discretion

exercised more when cap- is produced them at time of_sale__



Storehouse model shows.
by importing. May import less, bes, local ripe goodsA.
Danger from import is if try to Arif.by A.M.

Ripe goods carry
(int. on )

Serious limits

perveuse effect

In

UM

örthodon

a macro,
or the attempt to

P- 5

AC and is

not

on

the autonoman fence making inc. rise is to net inv.,
R.f. is ( implicitly) entirely.The

There is place for autonomous

I suppose it might be described on 4 I which comed

no AS... But orth, macro model dossit bead easily to

and most intre. facter slowing. Ifalls

when in fact the determinants are other, the dets. of replacement.
C not → I, but replacement

mult = 00

replacement → J.

int. spending.

existing stack. (143)

basis for fearing will stop sempl.

just luber, but land, and insipe capt.

This, fer if MPC = 1,00 (
as inc, rises,

Real Model shows

ability of Si to speed recovery

to net inv.

result of attempted growth of....K.
.Arif.

w

A preplant. freq. is mauro, As replacement clermand: higher grass
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Correction Copy

Part A.

Full Employment on a www.
Fult Employment , Capital , and the Limits of the Earth .

Introduction :
The unresolved problem of unemployment - unresolvedbothphilosophically

andpractically andI. Market Mechanisms for loving on full employment (include MC pricing)
andderivative price is

Micro mechanisms for full employment Variable prupution
ww.

1.1.chapter

M

bruappes indios, pinduct

The variability of factor proportions , and sehsitivity tolevel....
parameters . 12-8-11 talle, pp.6-1. Anime in sice. deng aps , fruturce,

Live softpedether ilan veTrim, Linge deng
led but the blution tolate. (over)cape.onipur

Substitution between labor and capital , Modifyprocesses &products.
The comportance of sun's proting impital
8. Appreciating capital. Single cycle & staggering. Minerals,too.

sub. laber 2 ways : i,shorter cycles; ii, & Co, andI laber in Co.b. Depreciating čapital
dee TRED '10, p.1, Volume = K.R. cap/output ratio====

Fishir
2.

Durability = cap.int , here²
is where I establish that,1

of Ø
assim . c .of mivenal margindityi implicit in spicals, etc

3.

includedin N.I. (?)

Full outline of August 1 , 1971

buton how flexible

M. Mason Gaffney

a.

a.

Small Planet

Flexible factor mix employs idle resources . Decry laber thy ofvalue, and
Derry rigid assmus,of fixed mix

"Intensity" , or substituting labor-and-capital for land: "loud-saving"
Classical diminishing returns . The 1.Q., andgreat variability of mix.

b. Increasing social returns . W. balancedgrowth . El Dorado offect. Refutes Malchun,have, Keynes.

Co., reducess.f., reduces demandforEybe,subbingcope,InLund, an effect of long life, and also ofthe Co. Butlong life, wigiven

capital to developdevelop new land .(Heue "market" means opt,pricy ofnets.)
Develop inner frontier, the lessresourcesperjuanand waste disposal limit employment? permaimplay

men toeð. Do resources
find resources and dispose ofwaste.

AmingLabor-uring land- 4.
Doen & turnover create greater residuals problem? No, (over)

Substituting labor for capital-and-land : the way to full
and capital-saving(orsparing) employment . avoiding demands on nature. I capital, shortening liver,which

use book capitaland land. Activating went cap.& land, e.g.stack offit, caus; recycling. Completing
abortedprojects.

What determines rotation of capital and of land?

Appreciating capital
Whatis "eff."&

b . Depreciating capital

C.

d .

utions,steper,

-

Dynamic role of land rents and values

i. Static role review /M-
25-33

ii . Rising values . Au 10A paper";"Comm. Club Fulk. Neglected topic: e.5.

iii . Preemptive investments to capture resources

1

Nota"productivity."

loveofoff.toemploy
more . "(over)

The intersite linkage sector and other mass systems . RIMS

caple,6. Summary. Fallempl. don not depend on abundanceof landor

we are at clanging mix in responce to new needs,
: Ai is an important thermotet, downgraded unduly in Ku, lit. So are otherprices

ALVNOT



au
Laye inaceantinpublicfors.o.c. Elmingor Inil, differences in labertlund charges

menface? Fewer menjarse in agric., & many fewer mun/L.V. h.e., intermity.time : more men

changer. Etc. Don'tget bogged down.
Inadequacy of theiris accursing consefeuter propes.

ARfull empl. But && reduces fund of nutel. needed to

full-erupt ; and also the needed ourful -- bus. copt.&
assume

only ifyou
complement labor at
land will get less.

s
Increasing Co not only4& ,but also tends shorter cycles anddŠ
Also, I labor component in Co, by making primaryproducts deacer.(And this

incidentally also probly starters life,bes. leberproduct is flimsion;} but not Aarocks!)



K
B. Macro mechanisms for full employment, Intis. Output = K.R. so AR,(or -Aksep ) toAoutput.

But AR means &gross iiw, the inc.- creating spending. Replacementdemand, Micro linked w. mars -

- malignanteq.rival bottlenecks and eq. w/o fullupl..
1 . Sources of pessimism about general equilibrium at full

employment

Malthusian & environmental. And the(Berecht&More variationyourcoll.comuve
can

t

with

Precedents : accu. principle.
original form ; Wicksell

nonoptimizing thermostata.
M..

WN WAG 2

b .but we might sunoutof capt.
Supply without enough demand : "oversaving"; over working, Don Michael,Ludd

Marx Keynes. Needfor growth" to some up savings. Need waste to use up surplus! Cover)
Demand without enough supply: "overheating" The Calvinist backlich. (over)
( Wazer find, lining of demandfor laber separate heading?

Structural-institutional friction
Defeation & ignation willalways be w. in.deca mundequilitating cystem is anathema to the authoritarian

C.
a

But there is little razi Polene flying structural referm w. tract.Gunting oranion -busting
merah full det mesura quasibrunnlysis in real terms NetIisinciden

or IAscuresSee Davis &·

Replacement determines aggregate demand and supply. Wages,flow theny,
wages.flow the main bottleneck. Belanced, synchronized S &D . can balance upurond byAR.

b . Reality behind the scenes : basic model of the economy as a store

a .

Kinetic copl.
posits & withdestrada.

C.

Capl. is frozen labe, but ald.
not be fossilized. Instead of inch

ing towand consumus, should gallop.

asizing this while accepting

-fataliom, fatility, defeation

i . Simple model : capital and labor , Muling hat.payroll-Sawis P 10.
activates labor; ment capt. Leadem it. "Emergent"capt. is used & Repland . Capl.is a stou, with de

Fuller model : capital, land and labor dated teb, 1971)ii . (Mine is
[Completed annotated outline as of July 26 , 1971,up to this point . ]

iil .

Harod-Domon?(Somedurive

7

cap. frater?
Not I is incidentat. &isbithNigroso dbith

f.e

How to speed real turnover and raise the flow of aggregate
real supply and demand

R is mano themportat, adjusts mix so all ress, arewond

1 . A Factor prices : the market at work, Error of Hayek et al, in overemph

instl,bias. What happens when wit starts to rise before fullcratewhen there (over)
Public policy : bias (forfaiteii .

won't work, bes. can'tAddfrozen capt.
The real multiplier ; or leverage from attempted capital

Higher Labor
formationi-a false emphasis. "Frowth models derivegrowthfrom attempted

fromfloorwhere accrease thesimpl -generating efficiency ofany given anit ofspendisIV.
The locus of system control ; where real discretion lies cuit is

bistonglitpromour anditbe follow the wh
toreplacement demand in prevailing (over)tray.

Erfors of analysis and policy that follow from neglecting'
replacements

Gay)
i .

overumph.on low i,p.w., neglectandsummation, thewaste cover)
The fiscal left Ovemple, on cons, spending, indulgence,alleged

abundance. Too sift. Too controlling faithin beguigns f.w/ostate couptrol. Concept of limitedmat.,epi

tomized by rejectingsay's Law. The fiscal right rempl on cap. fuitm., net niv., penance, alleged

ws. Toe hard.Tenible doctive of origined sine. Anciety of tightrope see extended problemiii . Resolving the errors
new force, e.g. effluent charge,

Embellishing the basic model

ii .

ison ·any

iii .

2

Waga, mit, reut.

g.
Capital formation, growth. Effect of A.L.v. Kuznets

in 90 ofinc. saved. Ofdisporetts inc. after rac. But goot. Supl.frumn. hanpartly replaced.)finis.
Transit between replacement frequenciesii .

Export and import

Note current devaluation and"devaluation and protection

says

wave

h . AR ansivers all 4 sources of pessimison . 10-29-89, pp

..

big secular -s

M-1, 2



1

I
I

on cons., allegedtoand undering.(thepoint of squcretion w. (c)). Even inv. depended

create antic. futursfuture com Foresaw notscarcity bes. i, No dist. landfrom capl., so allpropty.
"tookofprodu," were creatable w/o limit; il, Noforesce torpor of claggish capt.

Ec. anal. mirroved social instur. by creating land on freegood,"iff." = maxUP liber.

b &c together constitute fullary ofdividing one solution into 2problemas.
a&b

a &c are .. alike. They

and
inferiority

Authoritarian mind careem

thatcannot accept

conscious conted. Reject equilibrium concepts.
Both schools can accept

terit. as
exp.

assume people

from one calamity

life

models.

are improductive.

on a
compromice solution. Manif.Decting.

Waste school, Idolaty on SNP, shallow acceptance of anfidelet
Accept aimless activity a macánt Ally

accept expansion, Ally

to its reverse in its pessimisur

can work out w/o a strong handat the top in

is plentyofcapt, invt.dasn't stop, itjisstgover ik more capl -using durablegoods,

But if real capt. is short, this labor - avoidance by capt, causer empl, to top out

It is this, rather than overtaring, that puts ceiling on empl.

or

thing, reification,

incant Ally w . Puritour, condone make - work ; ally w . imperialists,

w. advertiseux puch anything. Ally w . locale accept logrolling.

empl. to top out below fullemph.

i. Depreciation not measured other plasin

Worse, unreal measures are reported and the numbers used.
ii . DepletionDepletion not deducted.

iii . Labon Theory of value, wage -princ spirals fixedproportion.
iv. Output & employment respond to speresting.

some bottlenecks are allowed, but notbut not unseroverability of

capital.



3 . General full employment equilibrium : spending flows linked with

Ku. models miske wage rates real flowers, but infln,w. uuumpl, indicates other botohenecksthe fundedby cap, recoving
Imotivatedby

Joh making spending &renowar of good land.
Proximate neome Aheating expenditure is replacements not
consumption (Domar says should we gross miss.) Ilnemployer tuter shows sourcesof

IuventmentIgrow (aver in ediquencanymous,rother them the reverse.A empel.Ireading,whogrouchofcapt.In luced by a replant. Derneund,•Rear
Autonomy and discretion lie with replacement rather than

r!

money demand, 520 synchronized - neither wreater the other , nor ovellalanes.consumption or net investment . Mony ins. is in antic, of sales ofripe
goode, and creator

"Replacementanticipates cons. d. Monetary thermostats : replacement linked with velocity ate
(over) in the quantity theory framework, say's Low was overkilled. L.V. shd.not

up Balance
be collateralfor moning- lesson of '31-1and harmony m

Integration of micro and macro mechanisms for housing on full
C-hellEmpl.& Eff

employment Meresolutions are also macro; AR, -A imeoflabor in factor mix, alsoI real inc.
reatingsparding(Integrator Serge, Wicksell, Kresques)(Clark). There is nofull empl. w/ogood alloce. of laber ..buey-was is

D.
Sotes and independent ofZowth. not fullempl. Warte not needed,
1. Population and demand . A empl. (over)
2.
3. cap.fusta.

Cous.per capits. It is likely to rise,as resultor maybe in tandem w.
tapore worrytoday

but lurks in background between lines. Esp. rewas evroling. Now, wow, in military southup savings./NeedCapital formation . Needfor net her, to absorb savings? Not
nav,

Demands on Nature. to maintain fixed cop/ labin"an laber
To replace exhausted tind, or pollutedor slum grows?-another thy.Keynes mult, maker R. depend on net I, implicitly; but refous camland? - not nee!II. Current unemployment and slow cycling of capital

achiwe A& w/o attempted net I,Iw/ G.Suphies of labor shortage of landandcapitalA. Inflation with unemployment, a highetware come true .

a .

Mostclemand is repline,devinanadanLove)
c,b .

1. Overload on fiseal-monetary policy

2. Counsels of despair , confessions of impotence : the new dismal science
Restyingsymbol,whet's metaplen for instance,

bottom B. Evidence of shortage of ripe goods and inadequate capital recovery
o. Hi reati. Esp. before takes on shorthus, where long rune expius, arenot involved.1 . Shortage of ripé goods

To p.6,

E Laud2)LandShertur

(ova)

To p.6,

bottom

2.

3. Low net saving Probably no
misstated oud in no systematic way. way
4. Heavy commitments of capital fund to slow recoveries , Reporvile with allyul
Suchessoftheconta. Mui Tredpig i, zitve kalmeed Aktuuns UMYWEn . "lowe I fulling5/0 section.

Distres
0.) Threat of serious crisis with self-reinforcing feedback

1 .

3

Shortfall of capital recovery for reinvestment

a .
Increasing returns to aggregate investment
Richardo , Malthus , Marx , Keynes , the unbroken tradition of
misleading iron laws

b . Capital complements capital

Spillover and synergism

ii . Capital used to develop land,Dunable cap, is hypercomply - cannibalin

moreof its own kind, Ag Neums to capt, unlike MarxBc. → 45.iii . Capital used to finish' what other capital startshungryfor

to know, bes, depreen,ovicutatedand

1 .

(over;
8,4 )

}

}

1

1

ļ



3, b . tale of ripe goods makes monetary demand real. Ripe goods buy green inputs.
Otherwise it's factition demand, & influ, " Forced " demand.

3, c. Forced demand only wd. work if it cd. force I real ripening I turnover. Usuallyit camust,

and generater onlyfalse income True inc.ging, apunding doesn't causegoods to ripen,but is caused by it. Monry docan't move

gooder goodsmove money. Deposity in caply yaushions are discretionary, with drawch are not.
deal turnoon supplies that AT, -AP.

In egn, of exch., needed is auton . AT; bugbear is auton. AP.
-AP → AV

people who have wine will consume more. But C not theautonomous creuse,
It needit be C of conventional goods, either. Can employ laber to

endear material goods,
produce

better www.

Bes.

~) Land sturtage To top of 1.7
sylvan recreational,

1. Risen prices of land, Farm, urban water rts., radio spectrum,1!=1,

3.2. Greate quenoflandcoveredfrictions to developing new land,mineral.Investing pinigusproducts.
Hidden

Deceptive fall in real terms of trade of primary products.
Intl. conflict & military budget

franchises licenses chanters, south, etc.

B. 4. There hasbeen great subbing of landfor capt. This also sinks capt, inways not

conventionally counted; lines, exploration, military, indir, aquascati,
riser

In fasetry, value of capt/lubor has gove up. R/o might met jo up, us value of output

Laber/output natio has fullen, too, so k/o tells us nothing re factor mix.



-2. Historical precedents : waves of overcommitment and retrenchment

in Frantakim land development.Tereed

3. Current overcommitment and vulnerability

-Biasm
agamist

fabor

I#
Probability of perverse policy reactions to crisis ,ha voracuiquation.I Institutional biases to use Less labor , more land and capital, inflate resource

requirements perman. The treat slowdown, 8-B, Wicksell, et al. wrote vaguely of "friction." It'sb
much more than that. I will specify. Requies i

Harmony of micro macro

C.

1 .

generate good land leads to demands on virgul land, of longer cycles & longer mrlege.Forest taxation, a case study. In addition to slower cycles, failure

Other growing capital, Inventories ; cattle; minerals.2.

more than justa little oil to lubricate.

8su TRED
memo;p..36, B.

1. Underwringgoodland

aUrban landwas contids

by

Increasing returns and potential instability from self
reinforcement

A. Tax policy bion

subsidies the

3. Depreciating capital

a.

b .

Forced land consumption (ampliusis here or underusing good
land , net n capture of new Lam ) ( cf. C. 4, below)

Continuing political favors to lurerfirms, with low laber shares in widt,
Zoning , urban and suburban (and rural , if significent,

Mobile capital , unattached to land ( r.r. rolling stock, in part)
Structures

Static model
10a paper .

ii . Dynamics of changing land values : locational
obsolescence : ripening ; preemption .

4. Selective exemptionfrom property tax. Propy-using bias. Defacto (over)
54. Payroll taxes in tess, lange wealth effect, causes underase.Fares, (over)

Sprawlon a taxon

6 Stdow M.

takes on mass used to
Survey of a blasesys. Jeigu yuofbiases48. Regrysur que ofproperty, bias to largefirms,cap-usling.-$4, dinginal unequal distr. of land. Worse in LDCs, probably "Land-denial."commuting.

Laye wealth

1 .

effect,slows
Just

unequal dick

of
wealth.(Boonerary nature of zoning if was to contain, orprotect land.)b. Farm programs . 12-8-71, p . 13.

C.

d .

pot changing,

1 .

e .low dunity,thedeerpuck syudioms.

LD

Minerals and industrial organization(Aee 12-8-11. p.
Include biom us, recycling. (Aes 10-29-69, Q2-1)
water law (Kalveals study) 12-8-21,p. 14 .
Non-control of effluents , poisons, spillovus. attemptedpartial conted

f. Cartel organization plus national autacky, aggravated by
use of protection to fight invemployment(6. Patentable discoveries (Bain (lateife))

to re

. Administration of public lands and other natural assets ,

o... of lundit. a
Other (quot ; bush cilararvaro))

b.I. Autarky - Vertically vitegrated nationsh.
a.& the subsidizing autost ales v.v. yords & airports. Biar vs. mass

~

Hidden

i

systems;wersystems.www .



xemption of ancillaryproperty, *.g. railyorks?
to holdowners have thepp.

cons, is a superin
6$. siving landwho taxes causes underace 4 ways, a, Wealth effect, our

land for cons, or inent possive spec. in. b, unequal distr. ofp.p. results, and landfor

good contrary to alleged Engels Law that richer people consume more later-processedgoods,
c. Credit rationing ang. d. Land as in . of lower tumover is easier to mange



students, LEQ, 7HQ,

-

J. Summary and common themes .
2. Forced or induced cons of capital

a ,Suppressing the cost of capital

capl.creates demandfor

unemployment.

&

→

Aggrandizement of management by plowback

Public works ' accounting,Aug.
3. unumpl.

--- ww,MC =P. Reg. bias,

6.Regult: iatrogeni unemployment, since cheap capt, is supposedly
Labor legislation. Forced capital cons.: zoming I blog. codes:

Hortilityvs. employen, rather there warming eshing requiretimes factitions. Ilaw's requiring durability. (over)can Hom intelesplitin its Regensive use.Loudpected

apprenticeship
Political and to wealthit cho chi cho tranh tranh cho hai cho hộcủ tự do ô nh do với các thi

1 }
wants to Mangerferims, nung vorsr

1EUR 115...
feurs: contics, chantur,quater, its Poiriere Tur

Overcompensatory territorial expansion : substituting land and
Book III

septial for laber. Lag of reverval belind recovery of is better than oppresive
new levend replacement requires aplace, clay us. Hamilfom,

Introduction : Overcoming artificial scarcity of land, causes artificial
scarcity of capital , and pushes on limits of Nature . This causes more iatrogenin

artificial abundance of land & minerpls,
A. Inflation of intersite linkage capital, andother auça-sensition infrastructure.

artif. scarcity ofburd, due to one setofpolicies; artit. aberndame by another, Prototype;soilbauk
VS."B.A.R.Low density , retarded renewal , leapfrog land succession

result in inflated distributive networks , Laud speen.
tand improvementseatter, lag of put.

Linkage sector is capital-heavy, at best, even regardless ofscatter

a.

b .
save social capt, so scatter is mainproblem,

C.
mass system

0. Bias vs. mass systems (RIMS)

Under borgingforlundon which capitalrects. E.g.ceptralpailyards

Inflation
selective exemption from propty tax,while russinglaborontheeverytpropty.

Subsidy by loans at low interest ; and,leanguaranten, to x.r.5, Lockhard,

vii. Inability to tap &l.v.,
rely on usu chayes, stymiedby
lag of land improverat.d.
blitz.over

so there is too little

Regensive me. Cantel
bellavin,

11.frestun Biarfunn ALV. 5

Regulatory bias, pvt. ulitition, but alsopublic .
Deime wen Ad VL

Uniform area pricingi.

V
VI .
Public

capacityinstead.Like commons

payout pressure.

lauch-dewid
but

but

imaryrewardfor high demity & centrality.
Also, linear biar on main line blas, frunks vs.feeder (over)
Rate base maintenance 1ii .

iii . Territorial imperialism :- land ming bias. Bias to extend, nothin
than to fillin,develop hand, I renew old capt. Premature extensions folload
Tax aspects, by postmature replacement equists bysetongoing

overlife.

iv .

Management aggrandizement intele
Value -of-service rate-making, bias to noww

works
Open access -no terminecontrol, us rentchanged. Non-pricing ofme,
Political allocation: biases toward slow results

Cap, is advancedfrom other parts to new parts ofsystem.Logrolling

Partial funding

Avoidance of competition

Perpetuation of bureaucracy
$

Engineers , construction union , lawyers
A

public cap. flyturnedinto ove income, not replaced. Love,
Land values : immediate gratification , deferred .
retribution . (But over)
Linear bian overdependence on higher levels ofgovt.

1

how,
paylater

4

olding

van

de

cam

van bennea vida sestarina mat

ļ
Ì

1



Lack ofmer changes for clas As their life. If they paid for using env. & space,
they wd. be retired sover.

butalso laber,and clas may be stuntur.lived.

a
Bras vs. mas systems and for cias.CICS. Requires onbiares towardduplication,

wasting capl.Requiner lange lot zobningthe Ap. 1.Reeds (or rectpageover theanticipate C, 1, C,Within man system, biarfor lean
And roads!

over wide aux.
This bien

is blocked where Clas are in the way, but in power, telephone, etc, hum
Jr. anticipate C, 1. , .̀

Rule of capture: water, minerah, residence requirement, charters, franchises

(use it or lose it), radio spectrum, utility service areas, zoring, advusewe

C₁ (₁C,iii.)
(Anticipate

antiquarianism,relic worship, ancestor worship. Cemeteries.
new toy

Ludger approach topollus.contral: tail and chenty

product modn. Charlie approach is necly. cap.-heavy; p.m . approach depends

prices. Cartel orgu, wring capacity" as basis of quotes

Non. recovery ofvalue ofp.w. captured by put. l.v. Thas the cap.is notre

covered to reinvert. Becomes put. income for cons Payoutincome for cons. Payout from p.w. is made much too

slow,

as vs. processprocess modu.I
on relative

Biar us. infitting. E.g. bes. K.K.S. had more compu, on main liver they withfreeden

to subridize mains (?)

on werOver dependence

guide toplanning, and aggrandicement of roads themselves,
Non recovery of Al.v. meam slow payout topublic,public freeses capl. Or is Arente

that and be recovered as cap. recovery not 1.l.v.) slow devint.of land rewed.

Recovery of capt, is by I takes, for p.w. But slow dev.of served land
by user chayes. So long

is
this as well as

meaus slow muam,
recovery by

recovery

is by any use-based formula, saberor private sales or public tuc.satovar

Mayes, resulting in madequate emphasis on A.l.v. as



al

.

1.Rule ofcapture, andI.

*.(4.)
Longority of cap.
10.29-69,

fattint

perang

Excerptionfrom propty.tax
Tac bin

Monuments for publicity value
Imbalance of truks and feeders. Notdeveloping interior leads,
Imbalance of large and small elements of development
Leverage of private over public income - serving outposts

Vestmentbed synch.e..e, Lags , imbalance , and inflated demand for complementary capital
i, os

6

Low-interest loans : a favored vehicle of subsidy , TE, muic. bonds,Lust
Low rent on public natural resources , ditto salaries)

Lags within public programs : reprise

Lag of private complements behind public outlays . Seatter due(over)
(Even though early private investment with political
influence leads public works )

corts.B Inflation of milmiltary wget. The cost of minerals
Euph, cost.

Bluch,umolls like a miner

fromingil. lund,C.
TheRepeat C, 1. d, PublicWorks

territory, hi mileage/cap. Discovery; invention. Rent-goods; drain swanges, imigate depers, likefloodplans, top remote accus

underestimated public costs (include mily, budget.) Lean
byBong

lives,urgeng
2. Private costs. E.g. Doughen fin cycles. E.g. mgnt. minerals, lessfür

to extract. c.₂, caitealbeliomionIneed topresmps I hold might matter.kent -like making it a courmous puitially,
Spreading rent thin! Substituting capital and marginal
land for superior land .

Eg,
3. A

Inherent anti -labor bias :

ofmineras - mainlyfutineoun

formation of demands on Nature,andstygile acquisitive invext messo in coptions.
Reprice re plus newa .

TU

b. Extractive , water,
C. Environment , capture theright to pollecte bypollecting,
d. Pattun [.CBarzel, Hirskleife) e. Misc.privilege, outthrust to (own)
The inherent heavy capital needs of marginál land , and slow

cap,recovery

inflating the capital and resource complement of laborforland

Inadequent of territorial expansion to achieve furi cupleyment~ Why new frontion fail to employ everyons .Introduction : It works so long as we can bring limitless capital
and land into the system. It sun logical, when laber sum itentofprimaryproduch, ne labor to goget more. But we must limitsLimits on capital$

a High capital requirements synonymous with slow recovery :review and reprise . Reduced employment -creating spendingand demand for labor

The crouve irgm in this. IBrewho effect(over) |
wirst t

solidity2. Jeopardy of the eapited trap up.3, supra, oldII, D.
op. Mirror Fres (iv. afcles); middling traps ( Kuzneń 204. cycles), I gote.b.f. Review of risks inherent in expansion ,"but rolls to the and when there is no more cupl.curper,

ostunition spectaculars,
Failure of reinv. Lover)

. Summary of territorial economic ebb and flow in U. S.
history Waves of over commitment & retrenchment,w. xpiña.& Marddew

B.a.Evidence ofcurrent shortage of capital. See p.3, supru, oldII,B. AceSavir
paper,

1

tuvant overcommitment & vulnerability.current

U.S. has forced inv. into resid, cousten . I takefrom taxpayed allgout. Wher is forced saving, wlucku by raper,or inflowSauger & tradition of perverse policy reactions to crisis. From c. '61

Where is the capt. Deing buited ? Some date Show low & fulling K/0, as
onits put & mily, and utilities & which else .Hauen predicted, but it is partiel.

i



to malfu. ofput. landmaiket. AL.V. kyperstimulates both withholding and when

build, over improving. So blog, is scattered.

establishfuturgrandfatherhood: banke chacten, early zowing, formofrouter, fraudhuives, etc. Lace

BMS) fuumquotas,...

does

•

moveferves
anochen,

Migration is
cumulative, as one

In cressing returns to capt, thirsty for comply capl. Lus. Keyner & Marx & drin, rets)
an unstable

.ff.L.and when rentable is an invt. opp.; land when rising isa premature in generator,
By roleofcopting, & modified rule of captions when settlys buy lund at Indian Fighter prices, C,6, hale ofCap,over.

Favors te lared, like pir , ultly, cause not
Summary. gertical but

rents spreadover vore space great social expl. east.
avralogy to commoon. Good location is opened to corrermen alles

highen wit rent in
at

by givingall land

bes.

good look.
direplay men. More are employed to

scarcity ofland& nitila needn't comes.
dovelop new mitila. Problem comer bes, this is too cap.-ming. Bitto re controlling

pollu, solution is to do it in more labor-wing ways.

off 6

one.

G.1.6. A can explain each. U.S. economy recurrently finds cap.spending taperingoff.
Much of that is replacement- only current analysis docnit identify it, bus.has

w
adequeste way to measme time deprees . Thisfalls into inf. lig.* fund idea, where

sources of inv. are assumed infinite ; only opps. are cap.spending" becomes treatedlacking. Bus.
like u

declines.
cap. recoverymuuningful autonomous variable. But inv. tapen



2. Limits of the Earth

a price indexfor land
conventional noute,but

and
diffucianofhigh prices.

difficult& u.a. by
you can rehate aggus,value(on)

do. Current niring loudprices, on all fronts. Evidence. If you require faced cons.(over)
(value ofnetils,shorterlife 3 Do cheap land and raw materials complement or displace labor? Hi suap

Ÿ
mutes, ets. insign,1. Claims of other jurisdictions .

(We run into political limits before natural limits ) Inflating militarycosts of capture. In long run we're all dead? Les, if it mean we mustfight for extractives.
c . The environment (q.II ,5) (See RI`t seminar Igave on this)

i .
aredue to loveclensity

Excess transportation and pollution & acidents. Polly, &cougn.-auto is proine culprit. Oilspillshigh.Safety in thestreets
11. Extraction , primary processing and pollution , Primary metal reduction

Mine drainageis biggest porter un e.s. iii . Space invasion , sprawl and pollution, PreventUrban invasion of ruralland

prevents open Sindspecializing in revid disposal. Water supply, recreations .Hurst invasion offoreros, hurts watersheds, Forenters invadesportes

ultimate laber-saving device is littering. Substituting packagingfor retail click labor. Cheap land Cover)
Material-using and waste -generation The•

Rules of capture , encroachment on recreation , wilderness ,
and ecology

not

Funds you

viii.Inflated costs of collection , disposal and control due to
sprawl. Thisseweringtoo. affects both disposat costs of residuals and recycling costs. offertsall viits brires, little lift for treatment, Muskegon system blocked by distanc problem. (over)Slow capital turnover: a gain for environment?ix .

kkP... On
chap.3.

wrom fato, ino; maurar,fount
TV IV. Conclusion : Full employment through full we of better land and turnoverof capital on the intensivefrontion.

A. Blind alleys to avoid : diversionary issues to scout . Bogeys.
1. Reduce s.o.l? On contrany, all policies I advocate removebarriers to sovereignty,B. Taxation

2.

1. The property tax

a.
b .

vi . Non-control of effluents

vii . Scenic amenities , Recours, to billboard advertising.
hauling,

The

a.
b .
C.

then improve
alloon, andis raise s.ord. Eig. by letting people liveat higher density.2, End

progress? AR means newer capt, flexibility,
change, newer blings all around, modensity, ets,
Now, we hit one crisis after another bes, cupl. cavit

Increased overall role

Modifying the base.
income tax

adapt to new sensities,
d3. Is structund reform unwieldy & futile?

Tax reform is manipulable in 5.5., I funda
mental in long; while 7MP is fritite.

Structural cannot by grouped w.juutbrunt2unim-busting .

Purging intertemporal biases.
Toward an economic definition of property income

Modifying the base.
i . Taxing property income without disincentive

ii . The payroll component



of all land to no. of people.Etc.

of land, high

necessarily

- see Toroute notes : thebackofp.3, supre

complement ofland per man, then full emphe does

mean invading more land,

held by indy. makes

junk as in an attic, usually

open storage the most common the of indl. land- storing old

Precludes ecs, of scale in recycling: shredden rebuilders, etc. Cities are

miner, but like other mines they are only usable if the material is concentrated.

A



:

3. Excise taxes

a.
water tolls, congection tollo, terme

C.

↑

4 . Pure payroll taxes.

Non-tax institutional drives to substitute property for labor

.1. Forced land consumption I suls of capture.
2. Artificially inflated use of capital

large firms, pump cap. toswall.D.

3. Labor legislation

4. Industrial organization , a . Curtala

•

Containing Territorial Expansion

2.

thru taxpolicy.

As user changes, rhy are an essential partofprice mechanism . &.g. of

on open range,offlient charge . 12.8.11, “Brief Outline',p.3.b. General

trunks .fude .Synch.

a .

1.e.
charging

b .

Tax and institutional reforms of (B ) and (c ) reduce centrifugal
and appropriative drives

8.

Deflation of intersite linkage capital

Removing regulatory bias . P= MC . coupled w. positive containment

Public works

i . Reducing overall need

ii . Taxing beneficiaries

iii .

iv .

V.

users to simulate tenure.

Space

vulnerable to

3. Synchronizing complementary investments

4. Reducing military costs

5. Reducing demands on Nature

b .
for material in later stuper.C.

8

Fewer starts , faster completions

Charging full rent and interest

Intergovernmental relations . End bias to shift

propty, taxx. 6. Dis member

Extractive resources .

bias to shiftcost upward, Match

and dearer primonyproducts cause subs. labor

Environment A 4.26-22, pp.5ff., Polly.contral as sudy is neutral

depends how you do.""The heavy labor requirements of superior land intensively useddo it. Can use andby locks-out, deurplike synchrons, careure cap. by subsidy (over)6 .
E. Cap. furtu. Instim →AR also exp.furth. Cane do w/o it, but withgetit. Now, we have (over)

GM . Summary : Adequacy of Capital and Nature to employ and serve the population

7. Additional benefits. Greater stability -of accel. prinxe, long capl. wistabilizes . Remove

danger of capl. trap. 7arter applice, of ww ideas, embodiment of technical change. Better environment. Less was

More community, heal class divisions.heal class divisions. Less dependence on suvingsof l.v. I rents to affect mv.
Better control ofM. Earlier discovery of mistakes, like overertd. reserves.

new
opps.

1



to Charlion, the new toy syndrome. Can use
too little

eranst

When wewe have more.capl.
allocatid, as now,puerty

But tunt use will decline ,
out

laber by p.m.
booke to wore cap.-intensity. Not selectivelywine

1

cant go
everywhere,at same level.
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RESOURCES FOR THE FUTURE, INC .

Inter-Office Memorandum

To:

From:

Subject:

TRED

Mason Gaffney

1974 or later Conference.

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

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

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

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

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

the topic .

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

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

degenerating into sophomoric quarrels and trivialities in practice .

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

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

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

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

Herbert Hoover , and not really examined on their merits .

I. Market mechanisms for homing on full employment .

A. Micro .

Topics

1. Variability of factor mixes .

b .

Date: 1/29/73

land .

Its

Macro

Data: comparing industries and firms .

Relation to concentration of ownership : regressive use of
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RESOURCES FOR THE FUTURE , INC .

Inter-Office Memorandum

To: TRED

From: Mason Gaffney

Subject: 1974 or later Conference

B.

3.
2. Sensitivity of mixes to changes in factor prices .

Mechanics and theory of factor proportions .

a . Rapid turnover and replacement substitute labor for capital ,

à la Wicksell . They also substitute labor for land .

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

for land .

C.

Macro .

proportion?

What determines replacement and intensity and hence factor

Page Two

Date: 1/29/73

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

settlement causes overallocation to capital-- intensive linkage sec

tor (transportation and utilities ) .

1. Are natural resources a limit on employment ? Is

Growth of what ?

2. Replacement in macro-economics .

(

employment?

how thin

"growth "Is "growth" necessary?

a. Replacement as part of investment demand .

b . Replacement as an autonomous factor .

c . Neglect of replacement in present thinking .

d. Is replacement demand a thermostat for equilibrating on full

T
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RESOURCES FOR THE FUTURE, INC .

Inter-Office Memorandum

To:

From: Mason Gaffney

Subject:

II .

TRED

B.

C.

1974 or later Conference

I facut lines

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

capital-using mixes .

A. Tax policy.

Page Three

Date: 1/29/73

1. Income , payroll , property , excise .

Distribution and wealth effects .

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

concentration , coupled with regressive use of land and capital .

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

land and capital .

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

public holding of excess land , regulatory bias .

2. Farm programs -- soil bank , etc.

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

4. Cartel organization of industry , with excess capacity .

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

of using labor . )

6. Water law, underuse of better waters .

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

8. Low- interest loans as subsidy tool .

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

10. Public works .

|:
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RESOURCES FOR THE FUTURE, INC .

Inter-Office Memorandum

To:

From:

Subject:

TRED

E.

Mason Gaffney

1974 or later Conference

D. Regulatory bias .

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

capital .

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

mass system . ( This is blocked where costly individual apparati

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

phones , etc.)
Overall bias in favor of costly individual apparati compared to

cheaper mass systems .

(And see below)

3.

Territorial expansion .

Page Four

Date: 1/29/73

(

3.

1. Inflated , capital-using intersite linkage sector .

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

imperialism , tax avoidance through premature investment , management

aggrandizement , value -of-service rate making .

Public works : tendency to substitute overcapacity for pricing ;

logrolling ; partial funding and slow completion ; avoiding competi

tion , taking on submarginal ventures ; bureaucracy ; professional

aggrandizement of engineers , lawyers , unions , contractors ; payoff

in higher land values , and resulting biases to premature starts

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

level of government .

7

t
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RESOURCES FOR THE FUTURE , INC .

Inter-Office Memorandum

To:

From : Mason Gaffney

Subject: 1974 or later Conference

TRED

G.

A.

F. Lags and imbalances .

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

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

lation and bad capital markets .

3. Lag of feeders behind trunks .

Inflation of military budget .

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

H. The Rule of Capture .

2 .

1 .

Page Five

3.

Date:

Causes premature invasion of marginal land , and is extremely capital

using because of slow payout .

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

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

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

towards research . )

1/29/73

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

Limits on capital .

system .

1. Bad tradition of public works to stimulate employment .

2. It works only so long as we can bring limitless capital into the
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RESOURCES FOR THE FUTURE, INC.

Inter-Office Memorandum

To:

From:

Subject:

TRED

Mason Gaffney

1974 or later Conference

2.

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

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

deficits financed by new money , resulting in inflation because

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

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

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

Historical survey , major crises following major periods of pre

mature freezing of capital into territorial expansion ( broadly

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

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

other public works ?

B. Limits of the Earth .

Page Six

Date: 1/29/73

resources .

This

Claims of other cities and countries . Political limits precede

Malthusian ones . Territorial rivalry leads to war , wasting more

The environment .

a. Major causes of pollution are :

1) Transportation .

2) Extraction and primary processing .

3) Non-control of effluents .

4) Inflated costs of collection due to sprawl .

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



RESOURCES FOR THE FUTURE , INC .

Inter-Office Memorandum

To: TRED

From: Mason Gaffney

Subject: 1974 or later Conference

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

via free markets and limited government .

A. Taxation , removing biases from.

B. Distribution of income and wealth .

is more labor-using .

C. Eliminating forced land consumption .

Removing regulatory bias .

E. Containing territorial expansion .

D.

Page Seven

Date: 1/29/73

Stimulating small business which

Addendum

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

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

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

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

employment . This theme brought him great popular support .

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

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

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

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

popular support .

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

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

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

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

(



MEMO TO:

FROM:

SUBJECT:

Joseph L. Fisher

Mason Gaffney

Time estimate to complete book . Time-estimates are made with
allowance for fact that some of the work is already done , some
half-done , etc.

1. Complete feeding contributing files into outline .

2. Rewrite and annotate outline . Shorten outline by mini -
mizing duplication and overlap.

3. Write draft. Introduction (Hold/until last).I. Market Mechanisms for " on Full Employment
A. Micro mechanisms for full employment
B. Macro mechanisms for full employment

(Omitting B , 2 , g , on Capital Formation , Transition,
and Foreign Exchanges , because these involve new analysis . )

C. Integration of (A) and (B) .
D. Full employment independent of growth

B.

II. Institutional biases to substitute land and capital
for labor
A. Biases in Tax policy

1. Forest taxation , case study
2. Other growing capital
3. Depreciating capital
4 .
5.
6 .

Minerals taxation
Effects of land taxes
Effect of payroll taxes

20 October 1972

7. Taxes on mass systems
8. Effect of tax exemption
9. Effects of inflation on intertemporal tax bias
Survey of non-tax biases
1. Forced land consumption or waste

Urban controls : zoning , subdivision control,
condemnation

b . Farm programs
Mineral programs

d. Water law
De facto pollution easements

f . Cartel organization of industry
g . Administration of public lands
h . Certain import controls

Transportation policyi .
J. Summary and common themes

Time

1 weeks

2 weeks

3 weeks
4 weeks

1 day
4 days

2 weeks
1 week
4 weeks
1 week
1 day
1 day
2 days
1 day
1 day

1 day
1 day
1 day
1 day
1 day
1 day
1 day
2 days
2 days
1 day



2. Forced capital consumption or waste
a. Waste derived from suppressing the cost of

capital , or externalizing it or imposing
it on the taxpayers

ii .
i . Blases in tax policy from II,A

Subsidy by loans at low interest;
lending of government's credit ; pooling
risks through diversification

III.
iv .

Və
vi .

vii .

b . Forced capital consumptioni. Rules of capture requing capital outlay :
resources , patents , franchises , licenses,
charters , routes , etc.
Quote allocations based on capacity
Cartel organization of industry, with
poopensity to excess capacity

ii .
iii .

Low interest rates in public works '
accounting , public lands administration
Underpricing the land input which capital
requires
Effects of inflation on real interest rates
Subsidy by exemption from property tax,
bricks -and-mortar bias resulting
The plowback syndrome in private and public
institutions . Nonprofit hospitals , highway
trust fund , Port of New York Authority,
management aggrandizement , non -distribution
of profits for tax avoidance , inflating rate
bases and regulatory bias , expensing losses
in premature acquisition of franchise
territory, etc.

iv . Apprenticeship requirements and
inflated human capital

Y The patent system and R&D (Hirshleifer,
Barzel ) . Another rule-of-capture bias.
Tax bias reinforces .

vi . Building codes , subdivision controls ,
zoning, (where forced land consumption
forces capital consumption , in streets
especially) .

vii. Bias against mass systems
viii . Bias toward fringes of mass systems

(foretaste only)
ix . Gadget approach to pollution control :

the new toy syndrome .
Non-recovery of that public capital which is
transmited into private consumable income by
capitalization of banefits into value of private
land . Benefit -cost analysis of public works
treats all gains alike , makes no effort to
recover capital .

Time

1 day

1 day

1 day

1 day
day

day

2.

1 week

3 days
1 day

2 days

2 days

1 day

1 day
1 day

day

1 day

1 day



3. Labor legislation and education
8. Inflated apprenticeship requirements .

The bloated educational apparatus .
b. Imposing costs on employers as such ,

rather than non-employer wealth owners
C. Local educational finance , and resulting

misanthropic bias in land use controls
4. Wealth effect of original unequal distribution

of national resources , regressive taxation,
continued creation and maintenance of
privileges , etc.

Reduced disposition of wealth holders to
deploy their wealth in ways that generate

employment.
C. Territorial expansion

It lets us inflate land requirements per capita,
by bringing more land into the economic system . It
is our traditional solution ambedded in the culture .
But it pushes on the limits of Nature ; and inflates
demands on the stock of capital, slowing its turnover .
1. Inflation of intersite linkage capital

a. Underuse of good private land leads to
inflation of linkage sector .
Linkage sector is capital using.b .

c . Regulatory bias in private and publicutilities .
i. Uniform area pricingii . Rate base inflation

ii. Territorial imperialism . Bias against
infilling : trucks vs. feeders .
Tax aspectsiv .
Value-of-service rate making .

vi . Management aggrandizement
d . Public works

Time

1. Underpricing and overcapacityii . Political allocation: bias to slow
results , Logrolling , partial funding ,
bureaucratic aggrandizement , professional
aggrandizement by engineers and lawyers ,
supplier aggrandizement ( cement industry
and political contributions ) , land value
increments and beneficiary aggrandizement ,
slow development of lands served , linear
bias resulting from constant effort to shift
costs to higher level of government , mox
ment syndrome to sway ignorant voters .

2 days

1 day

1 day

1 day

2 days
3 days

day
day

2 days
1 day

day
day

1 day

1 week

3.



3.

iii . Tax exemption: resources in public
works , bonds for local finance , autos
using highways , income of highway
trust fund , capital gains of land
value increments , etc.
Use of low-interest money (recap) .
Undervaluation of public land used .
Leverage of private over public in
vestment . Cultural imperatives and
compulsions to serve outposts , protect
inhabited flood plains , rescue embattled
frontiersmen , meet disasters , recharge
aquifers , etc.

2. Lags , imbalances , inflating capital require
ments , slowing completion and concealing
latent excess capacity.

iv.

vi .

5.

a. Laks in public works recap .
b. Lag of private complementary capital

behind major monumental works .
Inflation of military budget
8. Part of military budget is assignable

to territorial expansion in the sense
of securing overseas minerals .

b. Why this is a capital-intensive opera
tion , rather than primarily a user of
labor as generally believed .

4. Inflation of demands on Nature . This is
inherent in territorial expansion .
a. The rule of capture writ large .

Recap : universality of rule of capture
in our culture .

b.

d .

The inherent heavy capital needs of marginal
land .

Demand for space .
Demand for extractive resources .
Demands on the environment .

a. Public capital is spread thin .
b. Private capital .

High cost/benefit ratios
slow recovery.

slow timber cycles
slow payout from exploration
Slow payout from farm land development
slow payment from peripheral urban

buildings
Lack of rent cushion when marginal

proves submarginal
Wicksell's "rent-goods" : Capital

Time

close to land and resembling it .

1 day
day
day

1 day

1 day

4 .

1 week

3 days

4 days

1 day
1 day
1 day
1 day

3 days

1 week



D.

Spreading rent thin . Overinvasion of
marginal land reduces rent on better
land , and slows turnover there , too.

d . The sterile investment in capturing
resources. The social capital is never
recovered.

C.

6. The inherent loggevity of capital substituting
for land . Wicksell and "rent-goods . Cleaning ,
draining , cuts , fills , etc.

Inadequacy of territorial expansion to achieve full
employment (It works only so long as we can bring
more land and capital into the system. )
1. Limits on capital

High capital requirements synonymous with
slow recovery-replacement , reduced employment
creating spending and demand for labor . Recap.

b. Capital can be spread as thin as we want , but
only if institutions allow a small complement
of capital per man and per dollar of land value .

2. Jeopardy of the trap of capital shortage , frozen
assets and self-reinforcing liquidity crisis .

Capital complements capital : increasing
returns to aggregate investment .
i . Misleading iron laws of Ricardo , Malthus ,

Marx , Keynes.
ii . How capital complements capital .

Spillovers and synergism.
Capital used to develop land .
Capital used to finish what other capital
starts .

b . The potential instability in increasing returns :
feedback loops , benign and malignant .
Historical precedents . Waves of overcommitment
and retrenchment in transportation and land
development .
Current overedmdtment and vulnerability to
crisis of unrecoverable capital .
Danger of perverse policy reaction to crisis
worsening and lengthening it .

The misplaced faith in public works and
military spending , which freeze or destroy
more capital than they release .

3» ´Limits of the Earth . This limits the employment that
can be created by Expansion .
a. No absolute scracity .

1 . Whatever we run out of may be supplied by
applying more labor . Thus the Malthusian
spectre and the unemployment spectre meet and
neutralize each other--provided our insti
tutions allow it .

Time

5.

1 day

2 days

3 days

1 day

1 day

1 day

1 week.

2 days

2 weeks

1 week

3 days

2 days



b.

second

In most industries the condition obtains
that a small amount of the resource base
is producing most of the output .

Minerals are a possible exception .
claims of other jurisdictions . We need
political-military limits before Malthusian
ones . Military spending results . It may be
a sink of capital , like some other public
spending , if not benefit-costed .
The environment

ii.

This , like minerals , may be alleviated by
applying labor . Again like minerals , this
can maintain full employment , but only if
input prices reflect true social costs and
avoid bias against labor .

20Territorial expansion as a solution to un
employment runs into the environmental limit ,
creating a conflict of full employment with
environmental quality.
1. Transportation a primary cause of pollution .

Congestion due to low density,not high .
High accident rates due to congestion . Unsafe
driving conditions included in pollution ,
broadly construed as external costs and
crowding of commons .
Extraction and primary processing are

al major sources of pollution .
sprawl means invasion of wilderness
sanctuaries .

11 .

iii .

iv .

v.
vi .

vii .

viii .

Sprawl means it is hard to find land for
dumps , noisome activities, without
impacting on someone .
Material-using bias means more residuals,
and less incentive to recycle .
Non-control of effluents --a form of
land-using bias .

Time

Inflated costs of residuals control due to
sprawl that precludes mass systems .
Is slow capital turnover good for
environment?

6 .

4 days

2 days

3 days

3 days

1 day

Sometimes deliberately used to beat down
sales prices . Zeckendorf and the Swift abbatoir .

Sometimes a form of territorial imperialism ,
like a dog raising his leg .

1 day

3 days

1 day

1 day

1 day
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E. The current pressure on the earth
1.

2 .
3.

High land prices : urban , ural , sylvan,
recreational, water-bearing, routes , radio
spectrum, rights -of-way, etc.
Diffusion of high land prices over wider area
Primary products an exception?

The land in situ is the relevant price ,
not the product .

Hidden social overheads must be included , and
military cotts are one of these .

New data from Petter and Christy .

III. Full-employment by full use of better land and of capital

For detail see outline of 8-1-71, pp . 7-8.

As this final section merely pulls together obvious
conclusions implied by I and II , time will be briefer.
[D, 5, c , "reducing demands on envi . t , " has already
been pulled together for seminar of 4-26-72 .]

Total Time

7.

Time

2 days
2 days

Mason Gaffney

1 week

4 weeks

I believe this is a realistic statement of what is required to do
an optimal job .

52 weeks ,
2 days

I have tried presenting capsulized papers several times now and they
are not getting through . They are clear enough to me , but to the readers
raise too many problems , leave too many loose ends .

In introducing this set of ideas , therefore , I believe a more definitive
work , like that outlined , is needed to do the job . Even this is compressed .
Several parts of this could usefully be expanded into separate studies.
The time allocations given keep this in check however , in the interests of
wrapping up an optimal and timely initial package .
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1

M.G. to J.7.
Time estimate to complete book , Time-estimates are made with allowance

for fact that some ofthework is already done, someSchedute MC. half-clone,etc.

time

1. _Complete feeding contributing files intes outline. It weeken

and annotate

2. Rewrite anoutline. shorten outline by minimizing duplication 2 weeksl
and overlap.

Full3
~letroductive. (Hold until last)....

Write craft I Market Meelewenismus for Homming.
Employment.

A. Micro mechanisms for full employment._
B. Macro

g ,Comitting .B.2, Capital Formation, Transitions, and

Foreign Exchanger, because there involve new analysis.).

II.

on

C. _Integration of CA) & (B).

D. 7all employment independent of growth

on

3 weeky (at)
4 weeks

I day.
4 days

Commor Uneipployment and slow Cycling of Capital.Current

3
days

A. Inflation with unemployment

B. Shortage of ripe govels ; inadequate
evidence .capita recovery. 2 weeks
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1

1

In
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c. Amritoryof
7/4

and primary products.

D. Posſibility of crisis with self- reinferming__

-feedback

T

Biases in

A₁₁Tux policyA.

real
Land Risingprices of land

1, Forest racation, care

2. Other growing capt
3. Depresiating capital

16.EE. Effect of payroll
4. Minerals racation

I. Institutional biases to substitute fond and capital_

fer laber..

5. Health Effects of landW

~9. Effect of tax exemption
1.

systemsater on

Tak

1

racer

on mass

study.

ruker

9. Effects of inflection on interrumpound_
bian

2 weeks

4 weeks

2 weekes

I week

4 weeksI day
(. weeks

I day

I day

2. days

1
day

1



B. Survey of

1.. Forced land

1.

3 -

non. Fax biases

a,...

comumption.

Urban controls : zowing, subdivision

control, condemnation building codes

.b._7 ann programs

Mineral programm
d. Water lan

or warte

e. De facto pollution

f. Cartel organization of inclucting

Administration ofpublic lands
{

Certain import controls

i__Transportation policy

j. Summary. common

pollution extements

2

2. Forced capital consumption

Themes.

warte

a. Waste derived from suppressing

the cost of capital, in externalizing

imposing it on the taxpayers
it a

i...troux Biones_in_tux
recap from II, A policy

1.dayIday.
I dayI day
I dayI day
I day
2 days

2 days.
.....day

I day

|



to.Formal capital.
consumption
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11. Subridy by lowmns at low interest;
to lending of govt's credit; pooling
risks through diversification

iii. Low interest rater in public worker'
accounting, public lands administration

The input
poziv. Underpricing and which capital

pricivijpt requires.

v. Effects of inflation on real interest rates

vi . Axbridy by exemptionfrom property rux,
bricks- and- mortan bion resulting

i . Quota allocations basedI

1. day

Iday

(

1day.
½ day

½
day

vii. Theplowbacke syndromexin informations,
private and public institutions. Nonprofit

hospitals, highway trustfund, Pt. ofN. Y._Authority,
management aggrandizement, to non -distribution

+ Dincur wounds of profitifer tax avoidance, inflatingnout town !!

rate basss and regulatory bias, the expensing losses in
acquisition of franchise territory, tt. (IweeketopiKiit. Rules of capture requiring capital outlay: resources,

patents, franchises, licemes, charters, routes,etc. 3 daysI day...capacity

¡

premature
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ii.#. Cartel organization ofindustry,
capacity

to excess

viči.

iv. .__ Apprenticeship requirement and inflated
human capital

with

The
patent system and R &D. (Hirskleifer,

Barzel) to another rele-ofcapture bias.
Tax bias reinforces.

propensity...

vi...Building codes, subdivision controls, zowing,
(whereforced land consumption is finc capital.
consumption in streets especially.).

vii. Bias against men system

Bias toward fringes of mass

(firetacte only)
Gadget

ix. A toy approache to
the new toy_syndrome...

C ...Non recoveryconsumable

systems

1

pollective control..

private income by capitalization of benefits

into value of private land.__.Benefit- cast.
analysis of public works treats all gains
alike... makes no effect recover capital.

I

A2 days

2 days

I day

I day

IdayL

½ day

that

of public capital transmuted into
which is

Iday

I day
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3. Laber legislation and education

u. Inflated apprenticeship requirements. The bloated
educational apparatur

6. Imposing costs on
rather than non

employers on such,
employex_wealth_owners

c. Local educational finance, and multing.
misanthropic bias in landuse corations

C. Teritorial expension.lesIt's WA inflate land requirements per___

system..capita
the limmin

by bringing
om traditional solution, infudledendenBut it pusher

inflates demands on

slowing its
demands on capit.

turnove

4. Wealth effect of original inequal distribution of...
national resources... regressive taxation, continued creation

and maintenance of privileges, etc.

I
Reduces disposition of wealth holders to deploy_

their wealth in.
ways that generate employment._ | day

more land into the As economic
in the cultule.

Nature, and eventionoff.
capit the stack of capital,

1

It

2 days

I_day

1.day
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1. Inflation of interite linkage capital

a. Undause of good private band leads
inflation of linkage sector

b. Linkage sector is capital thing_

c. Regulating bics in private and public
utilitie

ľ

i. Uheiform area pricing

ii. _Rate_base inflation_

iii. Teritorial imperialism .
tias against infilling: trunks

iv... Tax aspects

v. Value-of service rate makin

vi. _Management aggrandizun

d . Public worke

i. Uhederpricing and over

Cheauvisticsof
its Political allocation: bi^

Logrolling, partial fundin

2 days

3 days



1

:

521

*

1

bureaucratic_aggrandizement,_professional aggrundizerment.
engineer and lurryers, supplier aggrandinement

cement industry and political contributions),
land value increments and beneficiary aggrundizcement,
slow development of lands served, linear bias

resulting from constant effort to slieft corts

to higher level of government, monument

syndrome to sway igumant voters

-8

iii. Tax exemption : resources in public worker,
bonds for local finance, auctor wing
income of highway

lu

fruit fund, capital gum
land value merements, etc.

iv.. the of
low-interest

vi

money..Crec

Undervaluation of public land

vi. Leverage of private over puble
investment...Compulsions to serve

protect flood plains rescue embatt
inhabited

t

frontiersmen, outother.I meetand
recharge for aquifers, etc.

L... week

}
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2. Lage , imbalances, inflating_capital_
requirements slowing completion and
concealing latent excess capacity.

behind.

-9

a . Lags in public_works_-_recap..

b . Lag of private complementary capital
majn monumental werbes

3. Inflation of military budget
is

to teritorial
a. Part of military budget ansignableA

in the sense f

user

expansion...
securing overseas minerals.

b. Why this is a capital intensive

operation, rather than an soiceprimarily
generally believed.labor

of on ..

a

4. Inflation of demands on Nature
This is inherent in teritorial_expansion

The roleof capture writ lage...
Recap : univeuality of rule of capture

mom

I day

I weeken

3. days

4 days

culture

Iday



b. Demand for spare_

-10

e. Demand for extractive resources

d. Demands on the environment

5. The inherent heavy capital needs of Maginal.
land.

is
a. Public coste, capital spread thin

b. Private capital.

High cost/benefic ratiosof

Slow re

1

I

recovery.
slow timbu cycles

Slow payoutfrom exploration

36

I day.
I day

I day

faryand development^
Aerote peripheral

Curban buildings

3 days.

Lack ofrent cushion when mayginal__

proves submarginal

Wicksell's "rent-goods ": capital..
close to land and resembling it_ Iweek



c . Spreading rent thin

Over invasion of marginal land reduces

_rent on belter land, and slows_turnover

There, too.

-11

I. The sterile investment in capturing resources.The social

1 Capital is never recoveed.

inherent

6. The longevity of capital substituting for land
Wickrell and "rent-goods.
cuts, fills, etc.

1. Limits on capital

I_day

Cleaning, draining,

D. Iwadequary of teritorial expansion to achieve full employment_
as we can(1+ works only so long

capital into the system.)
bung more land and

a. High capital requirements synonymous with
recovery - replacement, forcareslow

2 days

&Reduced employment -creating spending and
demand for laber Recap....

3 days

1. day
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b. Jeopardy of capital orga

b. Capital

but only if institution allow

of capital per man and per

a.

can be spread as thin an we want

a small complement
dollar of land value..

2. Jeopardy of the trap of capital shortage,
frozen assets and liquidity crisis

self- reinforcing

V

Capital complements capital increasing

returas...to aggregate investment

i..Mis leading iron laws of Ricardos...
Malt hus, Marx, Keynes

11. How capital complements capital

Spillovers & synergism
Capital used to develop land
Capital used to finish what other

capital stain

Iday

I day.

I week



b. The potential instability in increasing returns :
feedback loops, benign and malignant..

c.

-13

Historical precedents. Waves of
over commitment

and retrenchment in transportation and land
development

d. Cument overcommitment andvulunability
crisis of unrecoverable capital

e.

be created by expension

to

it.Danger of pervece policy reaction to crisis
worsening and lingthening

The misplaced faith in public works and

military spending, which freese or destroy

capital than they release.more

a. No absolute scarcity.
i. Whatever we run out of

2 days

of may

2 weeks

3. Limits ofthe Earth. This limits theemployment theircam

I week

3 days

be supplied by
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applying more labor. Thus theMalthusion spectre

each other
and the unemployment spectre meet and neutralize

provided our institutions allowit. 2days

ii. In most industries the condition obtains (over)
b...Claims of otherjurisdiction..

We meet political-military
before Malthusian owes.

c. The

limits

Military spending
be a sinke of capital, lite some o

benefit-corted.
results. It ..may

public spending if not.
The environment

This, like minerals, may be alleviated by..
applying labr Again like minerah, this can_
maintaing full employment, but only if
impent prices reflect true social costs and
avoid biar agamet labe...

Tenitorial

other

2days

bin ofexpansion
To unemployment runs into the environmental

limic, creating a conflict of full employment.
with environmental quality

as a solution

came of pollection1. Transportation a pinnany

Emgections due to low deneity, not highe.
Hight accident rates due to congestion. Unsefe

driving conditions included in pollution, broadly
coutured...as external costs and crowding of commons.

3 days



that smallai
most of the output.

Minerala

wif

amount

are a

of the resource bine is producing

4 dayspossible exception...

1
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ii. Extraction I primary processing

second majn source.of pollution

meam invasion of wildernessiii. Sprawl
sanctuaries...

au

on someone

3 days

iv. Sprawl means it is hard to find land.
for dumps, noisome activities, without

impacting

Iday

I day

v . Material- ming bias means more residuals,
and less incentive to recycle. 3 days

vi. Non - control of effluents - a form of
land-uring bias.

Sometimes deliberately used
beat down...

sales prices. Zeckendorf and the Swift
abbaton.

Sometimes a form of territorial imperialism,
like a dog raining his leg. Iday

vii. Inflated costs of miduals conted due to

sprawl that precludes mass system Iday

viii . Is. slow capital turnover good for environment ?I day
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highE. The current begin herenced pressure on the earth
1. High land prices: urban, rural, sylvan,

recreational water bearing routes, radio spectrum, right -of-way,_

2 daysetc.

2. Diffusion of high-landprices over wider, anca
2 days

3. Primaryproducts. em .exception ?
The land in situ is the relevant parice, not the_
product.

Hidden social overheads must be included, and
miclitary costs are one of these

New date from Potter & Churity
I week

III .Full employment by fulluse of better land and of capital

For detail see out line of 8-1-11, pp. 1-8.

as this final section merelypulls together obviour

conclusions implied by I & II, time to willbe
briefer 4 weeks

[0,5, 0, "reducing demands on environment." has already

been pulled iogethu for seminar of 4-26-12 ]
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autonomous

Where causation and discretionary action lie.

cyclesd4

Much of

8

macro
chicken andegg

economics_consists of thedemping

in come and income creater spurding.

the MPC an

paratiries, variously perecived and cücribed on

circular flows, positive feedback loops spices,

multipliers, _simultaneoun equation, self: reinforcing

movements, pumppinning, and so on.
creater in come

system is determined -

narrows.

the
question at what point

autonomous and controlling?what

Text book macro

matters

on

new investment above replacement,

the key

It is

auton net.

and on

1
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speedc. How to i tumover and raise the flow of appregate

supply & demand

The route to full employment is to speed the

rotation of capital .

substitutes

analysis it increases

mairo tool

In_ micro analysis_this_

laber fer capital and land. In mass

frivdous

aggugate clemand...

speeding replacement her been served as a

an

-1

The " kroken window

bad thinking.

winder falleng

the assumption it entailed deliberate waste.

alous overtones .

fallery" is often cited as a

Planned obsolescence "

classic of

has sinister and

But facter replacement may

the result of good micro economizing, rather than a

come a be

definums.
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real income. The conceptof conthulling a lot witha little
-.gives the iden. a string appeal,

11. Nat. Imover Land withit, national income)

ii. Nati nove is controlled bycomme

and

by

attempted capital formation.
depend m continued growth of capital stock. The

idea of full employment equilibrium without gouth is
contemplated . Turnover is submerged below the threalised ofrelevance.

The works through moratingprocess

Hot

iii.

income and employment

Then relyine is made to

flows and can be controlled by controlling money,
and federal debt policy.

I believe the contrary,
thusteanfor employ all over labor

öther

on

policy meansy

we can speed

winkown ground .

aue

turnover

that affect turnover chirectly.
South is possible, but options. Theextany commed

not
Full employment atclas
dilemmace of you
growth does not insume full employment.

years withoun

require growth and
"_is. a forum dome bitten



į Price adjustments . to longas there is

unemployed laber there is presume to lower wage rates and

There all lead to fasterraise interest and rent ..

tumover until the unemployed eve absorbed.

ii. Poliny changes.

forme faster tumour artificially...But thereis no need.

There legal biases extant agaimt tummar.
ore

4

one
many

auti- cunomical

It might be wrong to

Thone

bork mans and miwo grounds.

study is to ideThe main poling thrust of this study

there biaser and then solution.
identify



iii..

even

usually perceived in monetary terms, and perhaps by many.
unnected morey.thought to be an instames of

ľ

real
The multiplies. The multiples isd

But the multiplin process

particular

velocity of money#m
convent money

i pict

To begin the multiples may

description of what happens when holder of money

has a real eralogue.

seek to
convent money

to The desire to invest meregoods.
than and served means exactly the same thing as the devine to

into real goods, and the multiplies is simply

way of perceiving that the result is to increase the

convert
money

the quantity being ficed...The multiplier

be rectated

he illsuited to perques.itfor that you can
perceive

Vmay

to goods by selling slower, as well as spending facter.).

Neet, the same model applier if we think

der Hier

of""Storekeepers trying to increasethestade ofcapital..in

barter world, when the stock of capital is fixed. Theywith

a
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pist

hoping that the item will

The
agent

deliveries

more

on more men to addstocks&fect.

men

weeks to

-6

effects.

słody, but they

in charge of receiving good knows nothing about_

that's not his department.

to increase stocks. But the

hen them. The Stocks do

-Turn wis tuwih a

volume too of course .

viuunt pry

the delivery dock for ripe goods, where the

delivery agant has to let more ripe good flow

if he hew them.

IN "

He lays

new

men go in two

storekeepers in the whose aim was toti

out

to raise stocks speed turnover instead, and

not rise , but

=quilibrium Repeated fructuaded

(The model is anubiguses, becausepeople wing.
increase stocks watwiwould



sell slower as well as buying facter ...

key to why multiplier analysis

-7

leverage element.
stock leads to a

This ambiguity may. be a

is

This model has sorta dramatic appeal because of the

Ar small closired adjustment in

not good.)

lage changein flow. But the popular

appeul may have lead to overvorking the analysis...

The analysis is shaky because the desire to

change stocks is double edged.. parens. above).

It could result in tummer falling as well as resing.

Cree


