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Nov. 2+

1.+ Fall of replacement demand.
Same as cap. shortage
same as

2

Requires·cape. There
may

swollen...maintains fixed ratio of...M to assets ud. Idemand
+fer c.b..

+

++ ++

-A IN; but Kn . formulation is mis leading.
to think basic problem is reduced desire to create net new

be some of that, tes as asset values have

1
+



2-16-65

Hofstadter (unfair to Hicks)

Territorial expension
Continental

Agric. funtas

Boom psych.
qutl. over sevn. in ocean xptu , as well as overland

Premature Malthusianism , 1890 ( £ 1920)

scattered rettlement(I hi qu... - hefails to stress)
4 l.v. & credit system

Hicks

:

much more than a contin.cycle.
resid.

expansion

(Kaunas)
R.v.s.: subsidies to cettruct lines.

I l.v. lures credit from eart

Cattle cycle
Withdrawalof capel.

1

1



A. Thurs.

1. Berns from Brems
2₁+ - Is unempl.voluntary?

Agqug. unempl.2. II, C, 2
(all ress. are

money)
3. D, 6. Inducement to invest. (Mec, uneshowof ., etc.)

internal

No dimm. rets, to capt, if balanced.

5. 7. Spending

4. E. Malthus ? No, excess capac, in extractive indin. A
cautels

worsening terus

the noter tower

emplayed by " advancing subristence ,̀

1. Can spending linic enphut ?

"Yes, but there are neuron

Determinants of V :

Alice"DU

a.

life of capt.
26

a

2. Determinants of spending (other than above).
synchronizu of Is with riperingof subsistence

real turnover of capt
The

loansau

E.G.

{

binits to anyfullofspending

genalprinciple

b . Graphic e.g.s, when term of loans is determined by

long, M doesn't stop circulcating, but

1



down't immedly. yet reinvected.

That a) accelerater depln ; 6) AP

fur liq. capl.

Adds to C.

N.

This Ai, short nun, # 4 decend



Thurs, Dec. 9

_Heart of classical_doctine_re_M : -A.P solverall.
Bes, it AV. Contrary to idea of vicious downward spiral.

Determinants of V
Low P

Autic higher P

mean

Hi iurt.
antic. of lowel invt. opps.opps:
Much M

& c.r. - i.e. low ? offacturesantic. hi1.e.

Regular & certain payments
habits

Shortperiods between receipt & disbursement.
Wide of trade credit, Marge accts...

But many

Many false counter arguments
lower demand.

une

7.requent payments

real weaknesses:

gheer & of fictieres

1. M is t
-AP As both the same ....

confidence in banks

e.g.
Will cover later ..__

liq.; debt is corresponding neg.

that lower wages

1

lig...

The reason AM leads to net_I in liquidity
liquefy illiquid put.

shake that faith, dobe becomes more ovverous,
debt.To

|

is bes.

of you

-deposit becomes less inspiring of confidence. -It will
not save, bes, after a point, banks acers anbebs assets not. fixed



~

;

in M but are the collectural. they take, and theybust.go

2. _-AM → -AV, aggravates

Entire situation breeds antic -AP₁_aggravates,
_Including -AP of futures, i. a. higher future i,
which Keyner emphasized, blacks int.

3.

credic ratings cand

4. Destroy collat. values, thus -Agin oppi..
This not all bad, bes.. v.e. collat. is basis from

overly durable ints.
addoBut decline of aggreg. inst. opps. is depressing. Andcuddle to

decline of M
5. Faced discaring windfall to M interests, while

those who want to work for M get nothingor little

Disruption of payments
→ -AV.

7. Longperiod of attrition as holdouts recirt -AP

6. Dis to habits

2

to the transition to lower P may be long,painfuel,I
destructive Thus, M can be bottleneck. Decirable to avoida
big declines.

W.Fractional reserve banking,
development& conditions, is murder.

( But +.A collateral values, w/o . I &M, is still wieder

Destroys inct. opps.)

r.e. collateral, in boom-bust



la

7alse & confused counter angruments_do_as much hearman_much_heum

the false orgument.
We have not shown theat_We have shown -A.M hurts.

-AW._
time, -AW was

--AP. hurts,
For a -

Reuther Fallacion:
1...Labor- fixation .

labor is only income spent

regarded bad : Keynes, Klein, Keyserling,

Labor is only cost? In this case,
on com .-

2. Demand for labor in inclacter.
a. Best proposal to -AW is in overpriced trades; &

among_unemployed
b. And, we have seen·powerful subern. effect

invt. immedly. into laber - intencion indy., big A returns.
Real balance effect. From both lower & higher i...

which is lower p offectures.

laber.Not
juust

intres; of bldg. sites.

In fact, best thing we can do is hold clown costs of

is redundant; & of its complements. Bywhicture factor
compr. if possible; otherwise by price control

Need to break artificial

3

If capt. is redundant, need to lower i Now,
capt. is searce, need to Ai .
material.

"cial secucities of

That meansmeans cheape

dian

"Land is surplus, need to lower price.
artificial samples, but that is ineversible. Held
speck; undutan; &c. etc.

cheaper fetus: lund, &cur

It is an

up.by.

raw



some other prices to lower.
Pul...rater....

_Xptu_rates
Muzed raw nitel

$

4



pizitff.

p. 217

Seurs from Brems
Highly concentrated thought; elliptical exposition.

"Direct" laber impot- coefficient, a

a ep
" Incliners "

can subst. indirect for direct laber

Elasticities of substu n

as direct laber fulls, indirect rises, to keep coust. output.
hold , soLaw of vble you get more indirect laber,

7

propres.
1

2.

% 4 indirect
direct

rises.

3. ect = (1 + i)t
t.+. S = {

Log

21di
rest

bpc

isoquant
Direct laber

2 other elasticitin, recuning not so clear. What classhe wasin bag

"productivity " ofcapt,& =

the laber stered in producer grands.

Helpful hints on

1. Elasticities of substu. imply holding output coust , on

lu((ti) = i

reading Brewn mathe.

2Lower wager semplint. I ways:
a) Given I goes feuther
b) More I.

Log

isoquent.



3-9-65
II, c . chronic underemplosprent

always with us ? ¹20s , & now - despite "prosperity"_ laber un

employment.
In '30s,it 30% laber unempl.

(

thery gained currency, " staquation " theirs,

And even more extreme Marxist versions

1. "Structural " unempl. - of laber

over 10 yu., another "chronic

Is micro - ec., i.e. stresses malalloen.
a. Pattern of trainingfor laber notgood.

as counterpart, we shd. add direction of invt. not good, bes.

in perfect mukt, it is not only laber's place to adapt to needs of indy..

but equally is indy's job to adapt to inalof available resources.not

E.g. indl. revn. of 18th cent.
We have instus. now

Sive e.g.e.g. of

thatprevent emplent. ofbotter 5-10 %

of popu. spectrum : wage tax; mim,wage law; min. standards ofurban life,bias

employees to shum

low -wageVS . indies, low cost housing : inc. Fax causes

impleasant jobs; ets.

b. Sukstu.of capt.for laber.
Thebig automation scare . Wiener, Michael, Theobald, & most

non-economist social scientich.
The idea of factor propus.'

~theyare

"ec. maturity", Hamen

Does invention always make facter mix mure capitalistic ?

farter turnover of inventories. shorter life (over)
reverse:

(To next p .)

Is ok to become more capl.- intensive if capl. supply 4s. Is natural.

hepreadsin relationpurito) and is ok if & MP of luber, as it has
source offullacyis to assuns inventorsto
trying replace cupt.& land, too. Produsealircup trying to replace laber. In fact,

ewer impects of all kinds

Primary wayof adjusting factor propus, is to adjunt durability.



home heating,e.g.
much les capl

outo hot with system,
introduce wtrs. pump

sumaller radiators, smaller boiler.

r.r.

New oxygen -injection steel method requires les capt/output

Tractns & horses.
required mostly land.

lets you

so.

tractor cost is mostly laber,but breaching & producs

use

ofsome equipment, e.g! light trucks; lowerport cost ofproducing

much tools, etc., so samephysical item les cap., Live stred
reps.

up labor); shorter timber rotus.; loss oil reserves; replacement of

by trucking; of Wishetc.

On whole, has bon more capl/man, but reverse e.

"Ad capl" is not an A quantum, but change in its form

casts of producing.

horses

possible, & muchofthe
due to love

What seems on but were infirst glance like subitn.for laber is not always

laber on fuss.,
entirely. E.g. frr. mechanization, hay baler. Less laber

factories of I.H., Care, New Holland, etc. Replace barus, highly capitaleite, i.e. more

durable than balers.



Facter

What inv.n. does to factor mix dependson relatione

invas. that use cheapect impects: & weapply.
applied

2
& durability, & deprein. Proportions in an opu. (over)

deig

of output)

er
The realityof swartes. dependem requires either fixed wilets, on fixed 3dsubsti.

more

propus,

to
input. Otherwis, more capt. cam only A power of laber.

Fixed wkts., in ipers sense,
macio

if

oue

laund, in Malthusion

posible; but wan't cause quiel, unemplent.

undercons, nightmare

3d imput,
land; mgul. luna requier

But subetn. ofimperts is very easy.

prices. We

try to invent what willbe

wure

higher return, & .. rusher out

laber ļ cape.
' (But people worke

17per cerit

excess laber, laber cheaper ; & capt. deaser.

Consumer shift to laber intencion goodsa)

b) Entreps.
small chempeofprices brings about big shifts, the so demand for

elaitilabor is very

both,$ per

in good with. to remedy imberlan

more labor intensius mixer

If laber is 98 % of cost, & wage rate drops
It gets

(Laber is used taking capl. into I out of stercze)

59⁰, return to investon doubles, & new investment recher in.

of fields where it iswhere it is 95 % of cost.

1



depend on how net inc. is divided

Is yet indicated
among shares.

by & of capt.per man, regardler of durability,$

tumover. So what diff; does termover make ?
a) If turnover slow, quity. have hi cap, labor ratio, bes. laber & gross.

6) If turnover is low, opr. is self-contained, I its factes propers are rep.
of the indie final product.

If turnover (or depreen.) hist), opr. is just last link in chain,
adding some terminal value, and the capl. used requires continual

reverval by prior factors Then capl. v.a. is unall go of gross.
accountfor gross value, notjust net v.ce. in last stage, to getWe must account

vis. of facter propres offinal product.

Are at least 3 systematic waysto analyze feccter propues

1) Trace allproducts back to their inputs components

2) Catalogue all inputs, trace forward someheen.
3) Register all inputs by some comprebencine classific , get v.a.fr .for eache

area or land sitea) By
6) Boy frim

assume

To showprinciple, 1st abstract from interfeim transfers,

complete vertical integration fromprince factors to find output, including

ove.
Say it takes 8 yes. for

constru. of plant & equigpunts, etc.

way thru the system to become final
offerts of laber to work their

products. Then it takes 8 yes, to get started, & from then on,
64 % = 1/6 , then înt . inc. =(& if i = ₁0625 = then înt. ins. = halfofoutput= 8 yrs.cape.

yrly, output !)
Machine that replaces later is produced by laber Controen,of ccpl. dependein

infinitiumally
durability of machine..(as

still replace laber, so finally we are thrownbuck to note that techn.com also act to sub.
durable,com

more to it, bes. even if machine is

labor for blogs, or for land]in



no
Thus, w. price flexibility there shed. be

but adjustment of fucter proper.
to micro problem is one

is also one

curve,
of semi-voluntary unemplant.

Welfare payments, "institutionalized " welface cases, etc.

some people's respune
others.

We can

of nikt. imperfection, hindering raketu.

unemplint. of laber,

3

2. Macro. unemphunt.
all

Beckwand-bending 5

bends backwards much lower them

afford to be les fully explayed.

ress, notjust laber.



Wickrell. Value, Capl., & Rent

What do we get from

1.Refe overall

all the sins ofredantry. Roumbling, discursive, petty, slow. Apologize

Hand for undergrads - you don't know what to skip.
Basic ideas arevery good, but hid undera bucaled - accounts for their slowe progress

2. Def.
Much lost motion.

confusion se money

it ?

implus.

a.

Land vs.capital. Latter is stered up

a viral difference. Capt. requires inc.-creaty spendig.
Some imptuct. diffs

re causation.

Macro is largely thestudy of turnover ofcapt

CHI is misleading. Formally
best4

C is not cosurative .

Better, Ic

he's wrong, it isn't capl. p.98

laber & c. inputs. Formen

→ 7 → c

b. Land not

Frue,

I is IN.

where to step into the circle & find causation.
Initiative lies where there is independent vllty..

produced, but canbe developed.
lince replant. requires a place, territ.exp.
calls for particular kind of cupt.

Public

nor

" Rent-goods"

Bias to futurity. Slow turnover.

l

-produced.

wring

Replant. frez, in the metronome. Hence the key impties ofrepl.pol.

thereis



c. Rent in

crweit

arrets.

Capl. is a

a

When we

fund to flow. Lock it up

Finite flow, probly, but still locked up .

e. L.v. in

flow

d . L.v. is not a

double, bes.fed. damo

( lut.

frund

part of

E.
1.g. current fad to count be

e.g. yield

3. Role of capl.

be dearn down at will.

capt. to der land, endow it w . one of attributes of land,
I th Thekeyaway

laber
land
capl

fund. No storing up.

cons,

nat. assets -but avoid double counting.

sovial v. put. capl. - a basic distinction, W. à confusende Clarins vs.
+ & - liquidity. Widespread confusion.

Producer vs. consumer capt. W.

who owns. Produ, doesn't cease when goods qu

Residences majir item.

fad to count fed ly. owned capt.
no inc., & lands they serveare

To advance "subiectence" to :

debt is not .. "improductive ." )

puts too much emphasis

not·ligd. in pol.
inc. no[amortu, at intermed . stages? No, not if

as net,aut, count

already countes

Originally, idem identified

Now,
But capl. as such advances subsistence to others.

2

com.

I w. social classes.
still wide confusion bes. one man server 2 fus.

cons.]



W's great
capl. p.141

E.g. of fried

8.g. of annuity from tree

Is a flow,
more or

contrib. is to see

long leave.

Loud as such has a steady uply. inc.
no storage.

less, takes the bumps.

rent in

2 classes - vent

5. lut. i

( appicig, depreng)
( 7 unds, flows )

7. Math.

4. Rejects all clarifus, of capl. except rank by durability p.105

vent-goods capital.

am

parallel of land & laber, hired by

Abserbe shocks,
Capt. buys its service, uply, sells it for

w.

V.

agio.

6. Lengthin processes were

simple int

We can do better

same conclusions .

3

a rate of exch. in times.
production

ku



-4.302

1. Taking The A between discovery & liqu
under a

all other income,
Under

to the extent it is interest, and functional

30_yuu.
negligible, so cam tue
helping overmotivate prospecting in general.
Arn.

2.1.The 20-y₁, inventory implies

-may not be at the mine.

general me rec
It is interest t_rent."
land tax the A slid, be purtly excmpt,

3. If long inry. is willfeel,
time. Or will be weed slowly.

after discovery, it`s contribu. to explu motive way...
O it was homembel, byas rent.

bothbeneck.
If each will has its own

reserves the mill is the bottleneck . Easily expansible, so
the long reserve is an act of will..

good stuff
no gam.]

the 2
401

This A slid, be taxed, along

are

a

sooner we are

Mano [4. Wartime prosperity attributable to rapid liquidation of
frozen capital libe excessive minerals.]

The bottleneck

5. If finds 1-yr, slugs, They won't on the whole
be med for 30 yrs. [some better stuff will be used sooner,

stuff will be used. later.but some wore

new reserves won't be used for long

Also by using
deferring some other discovered stuff,

But if new finds begin immediately, is one must
find better way of expressing their lesse value to lo-i, than



Introductorysumtim any approach to

Thurs 9.23-65
and Tues , 9-28-65

1. Nat. ress.
a. Hamilton lock up. Wakefield; Valuer.

Max. value as

up. Wakefield; Valuer. Artific. searcity.
collateral.

Contain settlement

suppies wages...
_Still a problem in Lat. Am.

In

b. Absolute scarcity..?..
Not in U.S..

Feed grain

U.S., artific . abundance. Too much p.w.

Inside frameworke, artif. seariny. _Key paradox or counterclominent

dilemma.

5 mars

Is luxury

Excess capacity in allpruinary indiens.

bottlenecks.

to

I imples[Warte in crowded orient

begin.
_1a. cd. produce all,
1.g. and. Avoid rich;

Recurrent waves

9.g.

Meat

Rent: war; inationality. ]

of internificatione

Walias- land becomes recurrently free.
There waves are essential to explaining

1

auront devenit. of excen capar.
Shock waves

vacio

capar in ag
- reverſe of the Malthusian

ec.

COM CRAW .
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+++++++

+ +

several fringer
Unban

Corn belt

why

Calif an e.g.

Wheat

hrazing
7meets - lunken

- Recication, whisked

ex.cens.capac.?...
Ego.of_citrus .all thes.9.0.

Packing howe

Wh supply

Supply depots

Specialists -eg. Cty,estensing men.
Seattered spatial devsunt. is of the eccens.

N

_Previous history of overexpansion I colloque of irrigd.arg.__
18905
1920 .

Iand became nearly free.Notquite -hanks_
etc. clung to its systematically overpriced, relations to
abundance,perhaps. But not very searce.

}
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Į

1

++

Note how various macro
each other.

(1.) Malthus v. overpoode.
(2) Cap.shortage

+anniver

|
+

bogeys refute &

glut
Ilux a) suks.for laber; 6) Overproducer

of the 2 kinds of doctrines, fear of plenty is the
+more pernicious & poient. Leads to restricting ourque;

Ez_destroying capital, (Ludd),_in cebusting it (Keynes).a
+Upholding costs (Keepers)

___(.3). How to find empluss

3

opps..ifand featherbedding,loqualling
vs. how to find resource tomoondoggling_l_war.

stop pollution, improve edu, welfare , &.c. frus. Mromically
that threaten to impoverist us & that begI that beg to survive,2. Money.

+ Zriedman Schun..
Weaknen of their. M conclutes historically w

but as effect.iprosp not cause.
4. real balances by -AP. Multiple effects. So

M_is never a bottleneck by itself - only in conj.
problems: a Down turn w.

w. other
Down turn w. other causes.

1 6. Rigid P

Friedman casually torres of tank callegue as self
| generating. Over looker Scherman, Fisher, Simpson.
+



1

3 +Spend's.
Is MV.
Some partirans get extrems -. Culbertius; Clark Allen.

Deficient aggreg.demand", woot ofall evit. Simple,panacea.
Culbertion heaps scoon on structuralists. Latter note

tight supply & influe. in somefields, vs. underemplint._

elsewhere. Emphasize allown, problem(I thas the
threaten

+excitence of
unemple will not

L

inst.
+

++

doesn't A demand mean

macio - easts ?!)

creater full emplet..
be easier.

Cons chake. Artless.a

fearof it. lim. by fective co
com.

b. luvt. chake.

easto?!) _Culb says natly.

Problems:
a .

spread itself evenly
influ of many

+--

C.

corts before

I uructinal referm might

But since it

Low returns from

&

Also Keynes, who had

__i-_Net new int.
it. Rephut. (Not automatic )

Spend's not auton, dets.by replent.
6. Spends nor contralled entirely by buyers.

spendig is a contract betw buyer & seller. Willingnessof
seller isas determinato as ofbuyer.

E.g. buyon change, or trade credit.

inc.co

Contrach made, ofter, before spend's

creat

accuss



| 1 1

5

| -d. People don't workfor money – Men. fallary.
They work for what M.can buy.

++

+

|

Capital
_Requir $ 35,000 for ea. job theyclaim.

b. Fear ofglut

Turnover.

-- es, job don't require enough capt to.
about the supply. (a variant_of_3_ lenderspending)

Shortageof liq._a cirig._capl._ -.. yes, variantof5.

kets too slow.
_Same as cap-output_rectio gets too

stuck there temporarity. Frozen.

b

1

1

Or of monetary velocity andpd..
of teemover.

&_big_--h.gest

Cusenexpositiry anabay
of horiz.& vest, uncle.

!
T



1 1 |

1 Reasons why amplitude ofrevings-rices w.
"distance " of product from consuures.

durability,or

Exemplified by housing, & associated products ( intrls,
S.O.C.).

X.Multiple magidification of forecasting errors.
Qualogy: putting light rays thee sexferal lenses in

series. On crack the whip. Or slicinggolfball.
+ 8.g.

a.Maverick on wurdicicio. Low spilicalIdinición

swings of higher amplitude hand housing. Municipal

& side bonowing for cominystim of beaut pre -1946.-at

1...Longgestation pd. Cobweb theorem. Careening(with
apslack tie-rol)+from one side ofroad to the other. Overreacting to
price signals Reacting topresent stimuli_ when need to
anticipate future situation bes.of lag(due to stacktie-
rod.)___

T

a) Long gestation pd. adds amplitude

E.g.__ tree fruits
Add s.0.0. e.g. wh.supply.

6 ) Complication - depreiz austs like howing_

Time - lag is not so much in constin. as in yrs.
youth of home I age. It is the later you.that are
produced in advance of need._



+
Ticing present to fecture house snd, cut down

cobweb serings. In ouitio;. fecture nicht, we also
meet present one.

Cobweb patters does apply

Į

non- synchronization makes for long gestation.
of cycle is different from hops, bes. 4 supply irreversible._

Big apts. etc. do have fairly_long gereation, maybe
yes. from ineversible commitment to completion

And another 1-3 yes, before all rented & payingout.
durable structures are built for future

3-4
I.

Also,

+

many
demand, and expect to go three afew lean early you.
or are built for residents who expect to sell in a few yrs. to
whom resale value is of theessence....

2. Multiple magnification of fereconting.
analogy: lines in series; crack the whip;

sliced_golf_bull.
5.g.

2.

to land devnt., bes.
But backswing

a. Maverick+ on subdivision. Farther from
consumer than heg. Much higher amplitude of serings.

3yu, out of 30? Hardly that extremeBenched in

today.
comingup.
coming.

Theybuild hown bes. they think they seedemand
Build subdins. bet. "( housing



+
A

3. Low replint.

|

- expansion ratio

If the replaced uply toapplyA59⁰
requires 5 %⁰ A outpul.

2f 1% normally_replaced uply, 500 % A outpui.
an applion,of leverage.And, be called that, instead ofass

Is heartof principle, altho modem

expositors ofter wins the point, furget to relate it to
replint. freq.(.Sam.is oke on this, alths, notperfect. So is McK.)

The "A demand" cd _resultfrom lower price deceto
lower costs. Apenders are not calling all the shots.

Basi'c point is danger of his longevity of capt stuck.
It inty,replent,onthe liteole.

With housing, big facter. In depression, stop bldg.
-altogether, bes, demand drop of 14 %o is _all_it takes.

Swing in tempered bes, costs_full as demand does. But
corts don't fall in fact, I_it only takes a small
difference stop bldg.+

can defer replant.- live onfor__
In periods when capl. is scarce, we tend to do that,_to

squeeze capl. out of frogen stock. E.g. in wan

Also reduce demandby doubling up,etc.,andasmall
to decrease of demand means no need for new growth at all...

4. Sensitivity to I
|
+

( Is another wayofsaying it is capt. - intensive. Requin

an impect whore supply is very changeable: liquid capt, or reinvestment
funds. We percoing this input aspartofappies,demand.Butitissupply.)funds.Wefermectivity to landprices.

3

acon .

wage rate.

in seals demand

Both i-& landprice lexing much wider them



6. Ebb & flow of migine

1.

Leave vocant stock behind,
a. Inter regional

of migration.

_b . Inter neighborhood.

intensify, land

apts, etc.

Behavion of.l.v.
4. Supercuccion, alect innovation get landat low price,

in their hands....

underused...

-gravyis in the land.

Matthews stresses cumulative social nature

apprecs.
Upward momentum, encourages bldas, for

Alio_encourages_buyers, who buybuy inflation.

some time. The

Then hi l.v. discourage single -fum. bldg.
This A how for the supply wd. go.

Then fallz.l.v. discomage bldg.

4

ericomaya.

& lending.



{

8. Upa& home of cruder rationing
Responseof credit rationing to +Al.v.
Field of will is not of risk.

Investor's risk
Lender's risk

Volume of im . responds to drop of sick.
Also longevityof us. W/..land collateral, lenders wick precluder

Rise of collateral values loosens lenden long loans.
up

Lures capl. into fields where l.v. vise. Exply. on ringsof

rapid growth....
7 low of credit is herd- like, cumulative. A growth ring

With the public fancy and cudit
value resale value, etc ...

pours
Landers are

in improves collateral

highly_conventional
:. Collapse of l.v. destroys inc. opps...in durables.

9. Dermit of capt. shortage.
Is hard to undertand. That is what makes it a

likely candidate for making the cycle. Things we can undertand

But few can see imperding cap, shortage,we can control .
or understand it when it arrives.

Evidences:

Half- finished projects - mark end ofeary.
Laber is available cheap; l.v. drop ; yet cannot. financeboom.

completions.

5

a.

b. Ai.
Worldwide so one nation can -Si cnly by inselatingself.



b. ( cont.) Creditdies
will invert. Bes, less has to be replaced

_selling_durables

dar

No one

ea.yr.

c. Liquidation panic shows all trigg to raise lig.capl.by

Now suppore

for_5. yes,
we

10. Logrolling

will lend. Internal funds dayup

analysis

Evor of judgement & forecasting. Connot be depth of

-from which flows capl.
Suppose replace 20.% capl. yly. Thatis N.1.

lengthen investments. No problem shows up

Then pour ! No replint. demand !

Hsg. requires land der.
Land

6

requires poup.w.

to inst

More starts than completions.
Immed. gratifn., deferred retribu.

- e.g.Each pow. opens a big chunk
be balanced by other starts before completion.

Result : lagging, massive response.

N.S. Xway. But earle unst



11. Feedback demand in

other.
History

Housing for hig. bildes , roadsfor roadbildes,etc.

7uced from outside. Selling hambengers to ea.
Exporting mortgages.

Lends itself to over development in awon of rapid growth.
of oycher shows big suvings are there.

suggests importance of ec. bace analysis. Keep sober

apprained of long

growth

12.

th areas.

prospects.
Export deporit slips. – bank expansion.

the areahi i land inHi leverage on i.g. growch

little, causes
Est. flat cost of making a lot = $ 2,000. of! Downer vs. for N.W. of Cay

4 demand for hig. big To A l.v. in

fringe areas, brings lots of land into wirkt, secking buyers.

Plenty of land, for big boom.

a

-A demand a little, requires large to drop in

asking price. Landownes hold out, "shortage"appears. Sharp
deeds recorded. ( Value of H. Hoyt - giver youdrop in transactions,

relevant clats other than price, showing condition & behavior of mkt.)
13. Speen.

Cumulative buying.

MR = P(i + t) - AP.

Causes a) Spec. withholding

b) Faster bldg.
Combo. causer cities to

7

to reap gain

explade



I

14. Raig.
Esply.
Prescriptive principle.
bas stations

Water r.ts...

commence for position, or zoning.

15. Tambling.
Rational

b. Invational
a.

others. Then

Mail order sales

Rational behavion becomes to autic. inational buying of

everyone acti crazy.

16._ Supply clast. of imperto
Product ( hag.) is dicable & capt, intensins.

8

Bldg.pous is laber intensius, inputs are withdeanable,
impect, that is also withchewable.Regarding hing.fuce.an ow .



17. Tax lag

18. Rent lag
Late boom, rent catches up, compels tighter economyof

new hag.old stock so it goes further,goes further, cuts into demand for

Anomaly of higher sent pullingpeople into old hag.
was

instead of pushing away. Bes, old stock underpriced, ruis.
were using too loosely,

Is not

ea. to use less

19. L.v. lag

really anomaly, supply is fixed. High- this fixed stock goes further.

9

fixed. High rent cancer

Works same as sent lag.
Hi l.v. cause intensification. The seepply goes tevice as

new lands, stops new land dernit.for - drains demand from new lands, stopi

Poor uckt. info.

21. Cost-push & exploitation of investors

can go feuther than in
In durable goods, cost -push

soft, bes. disclours ofoutcomes is deferred. Investers can be
many yes, that casts becomeso

taken for some you.
rigid at his levels.

How are investor's "taken " ? Not that their acets prove

in excess when lifd., like nog cycle. But drop in value before liquidated, bes,not



are
enough goods

goods in their rate of exchange

immediate or

liquifiable then. The tive value of durable
w. less durable or conceunable

Gooch may
be describedliquescents goods.

" exchange on " the of scheduled liquescence.yu.
The supply of exchange on '65 consects ofgoods liquerunt in 165

comes

plus a little netsaving.

drop in value in early

Those who invest in durables are taken when the durables

mid life bes. of Ai, which in

on the present

or

turm is ber.& exchange on theprecent har

Remember, the shortage of exch. does notprecent does

show up in short cons, goods. Bcs. The inc. to buy them
slows down along w. the supply, shortage shows up an

slow suplent demand, flow of repline. funds, sale of

durables to raise imvt. funds full of exch. on

Nate this is an

Rise of i occuers more

grown

i.v. matter, not one

can

the

10

higher rich class than by I prime rate.
deposits, by new route of C.D.s.

Low i due to inflated collat. As no.
I anit. They

borrow.

re by down letting borrowerste

In caseof

seance.

a
OLA

future.
of aggrey. M clemand

Exploiting investors then means low i ff. by kis i.
ofprime borrowers,

( Inflation accomplishes this same exploitation in



a different way

can

esply, bondlalders, to the benefit of equity holders. But it
avoid the other kind of exploitation, keeps ifrom soaring,
metres borrowers solvent, improves credit rating. and so

defer a contraction, 7low of replacement inst. is

Bids up cous, goods, thus puts premium'un on
replaced by G.

exchange on thepresent.

-and exploits a class of invection

one

swings

o.fl.
"DV

thepresent. But the needed liq. capl. is

raised by confiscation from bondholders, etc.-7]

22. Extreme changes in favor of investors i.., in what investersfavor.

Probly caused by xheavydependence collateral,
in collateral, & tad repayment record in dounewings.
In feim wx, looksgood, bes, slow tumover, casser un lender.

largely in long. No sence
scheuran found defaulti

of personal obligation.

made good credit risks.

were

CM

infly. wiped out debt,
Combo. of defecutto I was influ, wiped



Theus.
1. Further reading

Emphasize.

Pt.Four , entire

IX. obstacles tofull empl.
XII . Extension of K. model

XV . K. & Classic models afd .

3.

booknect of

Esp. XVII, Thy of Inv.
*

So read everything else, & goback to Pt. One; but ou light inqu

Chaps I- III , and KTU

2. Emph, role of taxes in p.w.pushing too much imes. into show of

Bld. The p.w., then tax those who bed houses on factories to payfor them.
How else might?

7actor substu. gets complicated.

unface.
But Ack, don't even do that.

4. Has cap./oritput ratio fallen ?

Actubs. & statisticians

Trouble is, 5.0.
how to more.

3 -way. We havejust scratched

Laber-fixation.

so.say
not included.

They
are

tegration of physical & analytical

and I don't think

1

they
capt. S.a. in .isin .is "buyingsecurities".

pencil -puchers, w/o a feelfor real life."""Needed:"better in

bum



5. M. 3-5 of out like for summary of policies, etc.

6. Ack. Cu . 9. Obstacles tofull empl

i detd. by S &I scheels.
i dets

a.

stability

C.

spec.c. c.b., & leftover M , civig at predetermined

dets. P & T

b. Spec. balances can change greatly; soither and instability

of inv. makes them do so.
So no practicable Manges in M or P

Lig. trap below 2 %

disorganized by it.

7. Note how all depends on dim, rets, to capl.
Ay In fact, Ag rets, bes. capt, complemcest capl.

resultfrom capt. shortage,and low iur. opps.

So here in key gu.qu

solution

can assure

as I im.

add to that effect on collateral.

V

as whole ec. in

2

8. Weaknen of -AP as

Perverse speen.
Exply. in decables. People stop investing, AC, get shortage

of liq. capl.

I



Ackley, n .11 The Theory of Investment

( Idea ! Falling prices discourage buying durables, bes, buying is postpunable.
But not consumables, bes.

need them right along overyway. The

likely it is to sufferfrom pervene speen.:. falling prices divert spending from ins. to cors., &.. they
add to capt. shortage. And for influ.

But influ. can't be used this way endlessly bes. a reaction is

cons, is

you

durable the auct, the more

V.V.

if sacrificed to inv. over several years
cm. retarded, but after a while that means there are

hungry )consumers.

likely
the is . is advanced. I

sumplus durables &



5-4-65

in1. Auti dim, rets.
Fallacy of comp

Marx; Keynes Malthus; ( Ricardo;Mill)

good.

aggres.

for leben

Does it mean unempl. in voluntary ?

It does when we reach the bend & start back, If that is

2. Beckerand bendig Saume

A demand for laber is good,

invol. unempl. for voluntary

if we get les work. Exchange

then A happinen

even

3. If corts & prices full, wire of real balances aneuvers It's criticisme.(
( Also, sine opps.) But negating balancer vise, too ! 1.c. debts. Is there

net effect? ( over)
(sub. of laber &c. hired inputs for current capl.)

4. 7 rom "naïve" to "soph." Q thy by considering 585.
But So not addings > I is = with A c.b., & v.v.

to translate one into the other.
Point is, be ready

hew info.

5. Keeps hinting darkly allead of great analytical difficulties

Mandarinism.



Probably there is

negative liquid arcet.
neta effect. Debts are negative arets, but not



1.

5-6-65

S > I
Run thru

spending

= dc.b.

2. S = I in

-S, -I

agquy .

mano

3. Weaknes toward Mandarinimus.

Ach, keeps hinting of great analytical difficulties.

const. M

4. "Soph." Q thy brings DM in via capl. whts - lie. via į
( Also, -AP)

5. Ws NR

no Acb. possible by varying

Idea is, desire to -Ac.b, wd, mean AI , & not Ac

desire to alter quality of portfolio mir, not to reduce avets.
But it cel, also work out

a) By AC. Esply.ifAM comes in as AG

6) By using M to pay

to the needle's eye of i is too nacion

vs. MR .

debts, thus -AM

ud. be a

Imbalance generates IAM, & cycles
not the one

This is the later w. buen. Senility.

banks, M. (That I wage rates mort
Over emptracis

theories revolve around, ferger all ele.)



Review

6. Lags
M.r. belind n.r.

wage rates beluind prices ( behind critic.futur prices.
relevant. Look at stock wilet. today)

1. Forced song, from AM

Dubious. If people

get rid of it by paying debts;
commnl. banks de ( as Sils

a) The Hayek derivative

are

b) The Keynes derivative

NR < MR ;

8. alleged spiral

We have seen other causes

force -fed M, they
lending cheaper them

cloring)

bias to fecturity.

or

ere

floor under MR.

w,

AM stails it; AY spicals endlesly. Nomense.

9. ( The substantive criticism of c.b. effect is not that

have endless spiral, that desired S &I are

but rather that desired s & I are

where

can

couldyou

maffected by real balances,
affected quicher by 14 thanA

by AP.
But that is not to deny that lower corts would solve the

problem essential
The Avicton argument is that S&I schieds, are in real terms, hence

2



Review

-AP or
affected by AM ;not

I automatically created I destroyed
bes. for political reasonsthat way,

policy]
[ 10. Curious K -u. anomaly - they say

ne I, only i matters! ]
9. ( Reserved )

In depression, K-m. ed.

a that M is highly variable, easily
they cel, not put their arquiment

they wd, then be bouing to monetary

is inelevant re S;S; but

on

That s did not limit I, bes.
banks cd. expand greatly.

But banks do not be directly. They lend, in

credit collatural becomes a big factor, in the relevant m.ex.

Derived s > I may
But big

less imptuct. vales

that, but - d I
du

say
Limit won

Lower costs might do great herm , destroying more collat.
usinto

Thes, use ofdemables for collatural gets trap, hard to escape. Therefore,H a.b. affect.le arquivos
in Bus

out
comme. benks and be kept

DV

of durable loan &

investments, using commel. loan thy. ( That is hand if l.v. exist.) ( & land cycles)

Thees; -AP could I real c.b. and not AV

pria

lig.
The essential K. argument.

m.e.c.

trap.
Thus, in 1933-36, fed, deficits mayhave been good idea.

Note, however, they cannot take effect via -si i is already

at bottom. AGAY , direct.
involve more

(allerupied)
cause is probly decised dicine ,

alleged hi 5, or

to7mituated effert

3

a

Then desire to Sc.6., then.
( Easts.I),

ds
d4 It was

liquidate, due to

pect finque



shortageof lig. capt.
to Investon always had available a floud of exiting acetsto

at low prices. ( tellen often used the M to paybuy, debt.)

( Thus, the big debts run up by invection on l.v. collateral

this ansever argumentwere ulely. bad for ec. health

that we need l.v. an collateral.)

11. Acte. says waive Q. thy equator nonspendig & sang
is naïne undercom . Thy. ( Naine aitles)

12. Higher lig pref. acts directly to As and-At
how one As lig

No need to say Al.pref,must frece

13. Wis orig. Mhy of

Later ecsts, introduced rigid I madeit a thy of output.
(W. might

→ si, as leck. dlaer.

Here we canwe can really
pageud. be a good take-off for my

14. Ack. scolds "classics for thinking -AW had

affect. Is all subsin. p.162

really come to grips

But that

our &ur assumed flex.P, & showed how 48.

4

not have approved. He had another thy,of occlpie :)

w. Ack

macro article.

theer in

any
macro

Indeed, this



a. This is his first mention of substu.
Beet he still suffers "labor . fixation"

one kind of laber for another.
nor substu. of all lived inputs ( laber, land, & conqueled capt.)
for liquid capl. ( that means new invt. wd, be len durable . N.B. that
it takes a little while for that to make

affect is same othermediate effect is

5
amoryfactors

Only considers substur,of

not subster. If laber for capt. I land;

an -any difference, bes. im

inut.)( But there willbe

fall, &.I, bes. There is a

newas any

some immediate effect when factor costs

good deal of capt. which can be liquidated facter when o...
riser for liquid capl. for reuse. Appreiz capl., e.g., including all
inventories. Also, thus is for SV & DM, some of which will

idle factors and create its own cirig. capl. by forcedsaig.)
Lower facter costs by this means A emplent. If ways: &

room

soak
up

i) subetu, so a given flow of new invt. buys more hired factor
(This might also be described as lower prices making given spending

go farther. But goods prices aren't neily. lower facton

w.r.t. goods.)
tons areare lower

can be liquidatedii) There is more gross iuxt., bes. some capl.
immedly.; I some com be created immedly.

W.r.t. luber, there is also a 3d effect .

iii ) Lower wages, specifically, wd . make investon hire more

per unit land & fixed cape.laber

new int.)
"substu ." of labor for land also brings in more

rather than less, as mign. falls. (Note II w.

Bewone trap of vinucing " in "" the substu

us to believe there are fixed intets,fixed withs, & makes cheapmlets,

concept,

temph

more land

which



lover

6

availability of complement. seem like a
competitive threat

instead of the benefit it is . Subeten , of laber for land celso

brings in more lead.
same

new int.

a

land; & mure in . opps.

[ The only fly in ointment I see is : factors to compete for limited

A cricis.
u

Note
real invt., which complements all. a liquidity crites. But lig. crisis is brought

by net dicimu , won't be caused initially by 4 inv.opps, which ease a
must be mostly wrong, that Ricards

It alten character ofoppe, lengthens

also cumulater boom

my
offect creates in. opps,when wages ins. them.

iv.) 4 futurs o.c. in .

goes for durable capl., previously subrumpere. This creating

opps, also.
So we get more

w.r.

C

throing more near

pustily finished reur witcls. Need for cash throws it on wiht.
(This is only depressing when it slows next. in producing the rear witels, as when

previous excent is brought to light. A big net disiye. may encue, crisis.)

do just consider labor. Proposals to lower6. Suppor
we

of subsin.

untils.

Zi. Inv.; more

are not aimed at all, usually, but at nimerity of vestirectius

an but jobs. Bottlenecks in laber
gild -uniom sitting

fance.

5

opps.
whe.

-ec ,

by
Much fusible capl. is

If all facter costsfull:

There is substy, of hired factors fori.
a mano effect. Art.

"free" (or liquidatable) capt,; (I probly

need
wynyngnot

new not.

It also means AI, immedly, from Ars. of existing

some capl. formation ). 1+

necly. be a net AI, but an Arf.

That kind



That fits, & seems to explain, parados ofpresent

inv. opps. in housing are low yet i stays hi

decise to disinvest for purposes
other

There is the

1

What wd. bring

than re int ? A drop of collateral values!
amal, the fen. ?trigger, & the missing link in my

haven't given it enough importance.
system & policy. Hi, rising l.v. love inst. into cunables - the

Love lai offeet again, tintig l.v. tingger attempted -I soak up

I, freeze M.

It is indep. of nuretany

debts to be called by
lenden.

Thas also explaining why i can
collatual; taks

System geared to leading

cause

a

( 5-65) when

on

full so love after crack

a while to

adjust to doing w/o it. Meautives, it's hard to liquidate any

thing; but, onceyou have M, it's hard to invest it ! Hi bldg.

taxes have shattered in . opps. there; & is no collatural.



ii.
There

may

too) bes land- time is tied to inut. If

maybe -AP, too,-AP, too, & a c.b. effect.

or

iii. There is substen, of laber for land ( even if landpricefell

over more

When laber falls, &

doubly

subst. itforyou

.. to apply less laberis !!
less clerrably. 1st effect

spread
sites.

I durable capl.for land impurement ! Parador !

new capl.
per

Thus creats need for land devent

that.

14. Summary: If -AC of hired factor,

a) a hime mure
given.I factors

6) Stage is preparedfor higher futurs G.I. (gross iust.) bes current

nuuts, are shorter

more over

you
site. But

build

c) Immed, AGI. bes fue capl. is ligd. to get higher

further aich -AC . ( But someone muut

This cheapers raw untils,
be ready to consume more, to permit the lign. This is primarily coreby A GI in

the also mico-ci antic.of
or maci

b &c, & even a ec., even
lign.

you

d) There can be AM, who influ., repg, new capl. funtu

c.) New mvt. get spread this. Len laber applied per lite ( the

fürt round, altho time.) ( also note this shortem constiu.

7

nefrg. time, allows were laber to work at one time.)
he dead. cheaper laber + more

to more
land must t

encourage

returns.

N.B. Macio muut

landdevent. in essentialpartof mous, like cap.fruta.

capl

study changesin resources available - this



f.) New it. opps. in produing demable capl.previously seebingul.

g .) Probable -41 c c.b. effect.e

Big problems

collect.values.
come from attempted -AI triggered by dropping

Cuticizz Ackley, he overlooks 2 schein. effects :

subbig free laborfor gild laber; & allfrom ress.for mupy,ones

subbig hired factors for durable copl.
and some macis. effects

A G.46.I.; a little immedly; & a lot, later
AM & AV, repy new cap.funtur.,
A c.b. from APC he does mention it later)
Greater hiring power of given I
s in.

higher int.apps ·a real AN.Iur.

appr in denable in fixed capl., & land levent,( later reversal,
Are pulls labor back)



II, C . 2 Aggrey, unampl.
Cell ress, are

idle

Curve

b. Burter

e.

employed by advancing rabreitence.

advance to himself

advanced in kind. Limitedby ripeness of capl.fund.
ec,

Merry ec., iuney.
bcs, normally grou inst. is detd. by ripening of capt.

try to simulate ripening by AM,

ec.,

and if we get AP

Unemplunt. involver all facton : emply stores;&vasour
Too little IG to carry them. an imbalance.

excess capacity;
land;

men.

Part of solution is to sub. laber for capt. But what makes this

a general soln, is that it As IG, employs all factors.

Unemplut, is always partly voluntary in that all
inputs have h.o. prices. if we A I exogenously, mayjust

h.o.p.puche up

Sovereign solution is ;. to lower h.o.p., which a) Maker

given Is go further; b) A IGIG



Thurs, 4-29

0. S &P for savings, & i
say is dead: Keynes is decid; & I've notfeeling too goodnequelf

1. Say's Lan
Output lets. spending

Keyner

spendig dets output

huff.
Replint, dets spending

I



Residual points for

development.

Tues

1. -A Corts of laber causes laber subit.for land

more intermissely

i.e. me land

and bring in more land . New opps, in land

same time, causes

To of laber

-AW also As value of fixed capl., which mes

fixed caph to be built u.

This doubly encourages inw. in that.
Thereare someof theseveral ways that -SW → A empleat.

some
2 ·̂ Micro -ec . effects are macro

labor as complement.
len denability, i.e. a higher

econ. substu.If bat hired facter
effect in

for capl. ack. wrong to scold classics for thinking there was a
-AW. subeta,I hired factors for capt, is mans.

3. Facter wheth . gets complicated . We have only scratchedsubstr.
surface.

4. Our thesis - see p. I of outline.

5. hurl. opinion today, cap./output ratio henfallen.
But is 5.0.0. counted ?

Aceley, e.g, is mixedup in this one.

maiso

And do they know how to measume rectis?



Final Tuer

1. Who found fallacy

2. Review & integration.
1. Some key weaknesses in Keynes

a. hig. trap

You

ii . In

m

i. If hi i, have none.
create cape.

event,any

b. Dim, nets, to inv.

basic ideas only apply if have one.
can pay off

short term im. ewailable

467 ?/.

d. Laber fication

overlooks comply. of capt.
Overlooks vital dynamic of ricing & falling collateral values.

cal the this wd. bolter then lack of confidence in -SP)

nat. debt, e-z., good way

i myopicc. Can't explaim hi į before recension ( except by blaming

7.D. paling, but that is monetaryschool)

No treatment of sucket.

er Overlooks problem of capital turnover

change w/o limit resistance in response to spending

assumes of can

W.

f. Understates response of sav. to ±Ai ; & also respince of Tur.
ikt.

(Favorite & perennial arqument of those who wd. replace by

controls, s &d are inclastic to price),
undentater response to -SP, by focusing

general rule.speen, to a
g . No solution to nightmare of influr, who feell emplent.

to

durable "bonds" & elevatingperverse

h . Misidentifier key independent control variables

initiative in largely I, a fr. of replacement

i. Based on religious prejudice
the emotional basis of entire philosophy.

In fact, gross

an dc
24 & met I

auti. Calvinist. May well be



Policy Recommendations

1. Their

2. Mine

1. Their

a. Wells.
i Fort, buyfarm, then release capl..

_retire mpul. fins.
ii. Pay students to avoid strechend unempl.

( Analogous in part to livicting work week,
working years.)

114. long run,
They'll

gobbledygook.)
iii. Import oil.

is this

just raise the requirements further.

4

( How about balance of payments

This limit

any answer to restrictive

requirements further. Like literacy breading

practions?

I

I
I

I

I

T

I



2. My policy
a.

recommendations.

create capt.] Leverage.
Better yet

more

Max. inv. opps.
Good in conventional K. analysis. [4 & allo good, s.v.,

in my

cycles. Reduces acelerater instability. Eares credit rationing.
As capt. frutur.

as to emphut, max's empl mults.

comply, to laber,

anal,

ii .
11. Referme schoolfrig

im.

b. How to max. im.opper ?

i. Tax referm. I of Mke. wd. be renewed tomorrow.
Propty. Fax
Inc, Fux

iii. Stuectued reforms -

iv. Rreak all bottlenecks

?3. Is was very

Influ
Obsolescence is.

Activater entive capl. stock . Shortem all

C.z. of water supply biasto fictunity.

end bias vs.

it cause of war

oppi.
Bottleneck breaking.

All imots. became

people.

2

but no

MPfielmity. Laber gets discounted Mp

prosperity.
Need for quick retooling, replacement. Huse



: · Ackley Chap. IX

(1)

1. Lig. pref., (under special condition)

2. Inconsistency of attempted S &I
3.

Inflex wage -price.

There 3 destrog notion ofautomatic conectives in theec.

1. Lig.prof.

If i falls, all

in liquescent assets ?)
Speculators are

may

cobweb cycle

This

some obstacles to full empl.

hold M

helpful if they iron out bumps; but can create a

-men wheat e.g., p.176. Says "band" nikt, is like

but assets highly durable. 1.c. specs., if band prices sièce,
buy (vly then clic Huy rire ?

-[possibly offeetby Pigore effect]

speig on arire! ( why
p.174

M (e.g.by AP or AT),

interen. that
goes

expect them to fall, I will not

And why notinment in start lines?)
( In view of stock wkr. levels in 1932, "high security prices"secus on

implausible explanation of anything.)

not invest

Demand for M has 2 "parts". ection & spec. (Rather, litt 5-6

faction affect's demand for M)
K. at times seemed extreme, had AM have no

But Act.so AM → -Ai,

len for.

offect on xations deincardfrom

propous a "sympathetic "



(2) p. 182 Simple

Ach makes it sound complicated

1.183 He tries but fucils to distinguish this demand from xation demand

(3)3) Risk aversion

change, + a

0.0 . of M effect, maker desired c.b. elactic to cut.

2

and
hold M notbes, you in expect Ai, but you expect

avoid rish.you

"Apec." demand for M., based on

amounts to say's i is sticky, a rigid cost.
it init. 7R Mart Book

Collapre of both in opps. & supply of liquid capt., collapre
of collateral values, more realistico.

customary expectations, really
Beet historically,



Ackley Creep. I.
Pt.II : Classical Macro.

1. From acctz. to ecs. from identities to causation .
5 &0. Definitional equality is consistent w.

there being a behavioral relationship between 580 .
Analogy: thy of $ 40 .

~ 2. say ; outpul dets. spending.

3. Stran

Current thought: spending ostr. output_

Soffprey: Lign. Let's replint spending

man :

Say's Law, & classical casts.
a scumes no hold idle balances .

thy.ofM.
( 1

"Lay's Law & Q._Theory of.M.

I say, assumes no

4...Q. Thy,ofM
Const, Vi

all continues as before.
PL.M., & P. aw.

change in idle beelances) ( How define"idle " ?)

flexible

This also comes

end of interpay pel. Analogy, Ieand storage.

1

•from a

5. Reasmfor holding couch balancer.
a. Transactions moters ( what other motiver might there be ?)

Transaction V. vs. Inc....V.
shorter

mean less needfor.c.b...
" Idle balancer" defined ( implicitly)

payments pds..

"(

so -AM → -AP &

That def. wd.get very feszy in world of irregular paugments.

M held at...

1



6. Rigid P, then M & T

7. Say's Law inconsistent w . Q thy ?

Ouit, pp. 120-23.

Ch . II Wager, Prices, Employment & ProductionTL

1. Classical full empl. zm .

2) p. 124 sets up model where labor is hiced; by " indy"; only
a) of

ginen" & evidentlylabor is "hired" : stock of capl. & neet.us, are

merged w. entreprenem.
This reflects "labor fixation"
This

land hired, too.
seemyoutline.

hardly a statement of classical macro, where Wicks. had.

b) assumes dim. rots,
maybe anything.c) S - curvecurve of labor

( If backward bench, way to full empl. is to reduce demand

for labor)( & unemplunt. is all voluntary) ?) Not quite. (over)

4) Unemplayed find work by lowering wage, results in higher

output. C says ~ about subbing laber for capt , à la BB &W;

for land. Thus

say 5 % , which easer "problem " of how to consume the soutique)
(Lower wages std. also bring in land nowshe s

ww. opps.

or canyou

N

in
aggreg. Fallacyof comp. Marx, Keynes,

ver

in fact A empl. 109⁰ while Iz output much less-

subruguel, simmel. creatig new

to develop same; but destroying inv. opps, in laber -sukets, quely)



1

Even q bends backwards, incurve
wage, somewill

other les, & composition of work force Manges. Highen demand

exchange involuntary memplent, for voluntary.
happiness.laber, but much wure

share of inc., is no " inc. effect "

work

for laber means

Maybe get us

If AW.r.

anyway.

more

a net result. Atar higher

means lower propty. net



e) Keynes criticized that if wages fell, sowd.prices. Ackley says

Q thy. of M answers this rise of real balances.
tho

conly
(Both ospeech wages

cause substi, whatever happened to P.)
( Thus, macro -easts. Throw away

"profit margin" as the other share.)

f) m.

were

g) Effects of rigid wagen.
Unemplit.

cost. Actually.

distrikn.ecs.

130-35 Graphical rectatement.

itself: labor is only input; Mis
But he does give a fair picture of classical ideas,

samuelson

Basically, whole Ackleyphiclorophy is almost a caricatures of

Mis only limit on
ar try

-AW wd..

outpul
to

!) ( ack, writer of

3

unlike McKenna I

chap. I'll saving, Inc., & the Rateof Interest

none.
a) classic thought all M saved wd. be inverted ; bes. some return,

however low, is preferred to cl.e. they neglected liq.prof. I
did not apply idea of a continuum .) ( 1 wonder if this, too, is not a

them)travely on

6) claning thought s &I were equated in a capt.wbt., cleared by
oį. ( A. intimates maybe a rate of wd. still leave s > I.

Ask class about the possibility. -5 wd. vcam ; & enormous I in

Utter nonsence)
hyperdurables, fill in 5.7. Bay,



c)

(Discuss

142p.14

ones.

reasons.
( Doenix mean

income, expectation, etc.)

d) The demand schedulefor borrow's.
Aggreg. dim. iets. to im.

s & I both int.- elast., hence wilt. cleared.

why they are)

mean they arevit also affected by other ubles , like

2) supply of savings

Probly responds + by to si, but effect swoumped by other

f) anumes initially, p.1tl that all 5 find their141. way(Betrays his discomfort w real things)

into I by purchaseof perpetual bonds ! ^ Thas assuming ouray que, of

macro-ec.

4

durability, replacement, etc. (p.145, less short teun lenders well thin burada,
what do short term borrower do ? " Repuncture " i.e. repay: to they aren'tperpetual)

2) Hints that under classic ass,of no idle balancer.

presence on abrence of large vol, of old bonds ( existing assets) has no

import. But once you consider net shifts from

" fondi" ( real assets) to cash, it has impact. Maybe net dissaving,e.q.

if are no idle balances, might be a flight from assets,
& still equate S&F.but it wd. si 1.148 . (Fuzzy .)

h) Acti's 'toph.' version of Q. thy, differs from naive by

considering S4F; & AM comes into system via capt, webts.



il Wickrell's natural cate us. money rate, p.149 ,rate, p.149, 28ANR,
& MR const., get AM.

( This idea is premised on lags; bambs not having topaysi to depositorsof

Banks expanding simal; loose reserves ;
shorit bouter respond to I demand by AMR ? Custom in part; inwhy

larger part, better credit riches.I
why shoi'r investors wanting M to invest withdhan their

deports, then fercing banks to pay higher i ?
This is basing too much ofa theory on a

system.)
Lag of wages behind prices helps boom along. ( For 'wages', read

'corts ) (Nate, thisstd. also lessen longevity.)
W.'s modelof cycle hadan.v. as

might initiate by -Amr.
Forced saving is involved. A

indep. vble; A. notes banks

temporary

b

quirkof the banking

diversion.

j) p. 151
allegur AP fails to eliminate excen demand

Bes. factors get higher incomes, I go therefrom to A spending

infl. spiral.
eacher,p.139

below m.r.,drops &

p.152, samme spical works downwards if

bankes absorb funds. (He hasnot previously mentioned tanks, & damit

explain how they absorbfunds.)

h.r.

permanently.

BS. Forgets Pigou- likeprocess so well described



p.152 Alleger excessof the desired sover

terus; i.e., S & I sehalutes are.

not affected by IAP. Hence no

( But a desire to S & I is a desire to I c.b., nothing

less.
Higher is makes you want to lead

one is

clact. c.b.

no

which

Bearly
simple ? :|X³ ?

Beodez
Q

The idea that S & I schools, are

" invectment " ?
On i

By which he means
thermortal.

otherway ?)

I is in real

they

lead more; & bonor less.

sees

Maybe S&. I alone are to
IxidAnd,or invent direct: supply of capl.

Bonan to invect, or invest direct: demandforthecape.

k) "Naïve Q Thy equates

saving. "toph." Thy. you
naïve undercons. Thy. that has(Beet it is gama savg = hoarding;

& not naïve Q thy, which indeed arcummed excently the reness,
kwarding passible

au

indep. portulates infly
Othervice, I invect as I save, keep count.c.b.

non -spending & train

can save who houd's.

6

idea

more

e) 4 lig.prof. acts to -AP only via Ai; & v.v.el 1-153

( I wd, say s liq. ref. wc. reduce spends of all kinds, both C &I.

si ist is, which witcher the AT No need to go thre
The si
step of si to achieus that recuelt. Indeed, si may work the

Wichs.!
I Note he has hing needles'eye

m ) Wicks. had I bow of divisions of agquz, demand, each

i -elastic : I, bes, borrowes want more at lower i; & C , bes. people take
less,



n) Wicks. had ennenmed flex. prices; later ecsts. introduce rigid
costs & Thus convert W's Thy.ofprices into thy, of

approved ! )
prices,

output & emplant.

on

( W. might not have

End Chap. III: akey chap. but poorly expounded I
badly conferred,

expound indefensible themin from bed rack

bankrupty glares.

The confeccion maybe there simply bes. C. is

chap. VIII : Summary of Classical Thy.

bed rock - &

6) W. tied them together: M + P via į.
b)

c) This implies

dishoard's & AM add to supply

( reasong

a

not

a

A. trying to
I thing their

a) Beffere W., were 3 watulighet compactments : emplent, depending

real wage. P, depending on M : & i, bolaning 5 & [.

7

middle step, a loanable funds thy of i, wheren

But this collapses, bes. AM must=

nowhere, pp . 158-62

a
clean) p. 160, to this gets

Ack. is full of dead ends like this
he

in a text. teolds unnamed, mucited writers, an

Terrible writing.
for vaguely described errors.

tenible mannerum

gover along



8
d) In classical model, unemplent. resultsfrom wage to high.

(He shd. say "costs," Laber needs complements.
One such cost is hi i, reg shortage of lig. capl,

hought inbyfreezing.
Another in land
Others utility rates, xptu, rates &c. mupy. cocts.
Restricted opps. of several kinds.)

e). Scolds classics for thinkig -AW → A empl. by any

mans. effect. Is really all substn.

are

( This is his 1st mention of suckson. !

has been all costs! Maybe it still is

rubbing groupof laber for another

Series of errors in his views.

au

one
1-162

who

1. says
w.w. ofsays lower

lowering "guil. level of M w.v.

one group

Previously laber

- he is thinking about

of workers is one

is another.
story, but

Best when we tow advire lower w.v. to help emplent,

referring to onegroups of worken - thosein tight

precrupt good jobs.

miom

2. Overlooks subete. of laber for capt- & land

3. Overloon affect of lower costs on AV. CP

doen acknowledge this. Ack.vacillater between forgetting this& returning toto it)
im.Wal apps.

4 .

we

CP on pp.162-3

Then overlooks 2 uuporiani subetur. effets. 122: 2 2 big
You

mano effects, 384. and ( 5.) Subitu. of laberfor capt, & land is moers

bes. Arf.



f) Wage rigidity is only causeof trouble in classic septem.
g) Classics wanted monetarypolicy.

Thought it better than fiscal, bes. deficits only help if A.M.

Modem thought" emplessis.

End

mano

9

vener



Cancel Boom
Bisons

4



1

10-65

Canal Boom

I. Pre - conditions

A.. Collapse of 18191819

Discredited expansionism , end of Jeffecumiar prosperity -
_Whig uvival. Forces of containment. 2d "Monroe aden. & J. Q. Acum,

J. Q. Adams was as wild om outi - expancionist.

He simply wanted to make it orderly, with more Fed.
An evolved Federalist position . Containmfur did not

you

last longigswere now-Houmiltoniam, Wanted cheap luber & deanmufe, quod .(over).new.
Ammority to & suspicion of welt.

imagine.
coordination.

by
govt. control, non-coordu. Auti bank; autiAuti . bank; auti - " lovre coustin.

Overpriced...Fed. land. Auti-back feeling

contamment feeling.
B. Xptu.

1)..Tumpiker.
7latboats

Cattle driver

Sleighs

2) Regional differences

east

trampored cunti

Cheap credit made dear land look cheap, but later
"forecloime changed that. (cf. 7Ha today modern version.

of wildcat banking)

n.w.

Comm

was

Desire for local.

|.

C. Land use

Esply
Subsistence waslargepart of agric. Or self-contained regional units.

self-contained. Supply met own demand. Mills ubiquitousLimited regional specialion.
Exports were of weet were hi valcein small compass: tr., furs,

pork beef flour, graim, whiskey.



lower revenues
Supported hi land price to discourage uniqration ; & slow sales to

tariff cd. be maintained.

lie

1 .

ANME

ZA

f



Low uses based on dear xptn.
Scattered settlement. This

was what kept land uses low.xptu ,

D. Heritage of

This as muchas

A

primitive moder

excess impurity unbalanced,half-finished devet.
In ctu , e.g. 1819 "devint." had gotten allead ofp

demand -"by 14 you. An empty frame - badly synchronized
devint, someparts alread of other, hence the " half-finished
economy". Parts might be finished, but not their complement.

The "frame" "foundation ": not invt. in growing

ctu...but clearing land; draining; road bldg ; houber facilities
Itens farther removed from consumer. They

It meant there were ample inv.

was a

are what gotout alecad.

opps. form of
"nickers","_ awaiting availability of cape.

N

in

of

of p.w. In N.Y.,
In other areas, put. land devent had gotten alwad

In N.Y.,. e.g., Erie Canal long delayed by
waiting for Fed. aid; in center, Potornas route preempted byNat.Rd.

Everyer here turnpike interents held back_cands.
N.E., containment interest of the pd, had its own

good nouds locally fuced self- contained, blacked Fed
and to xptu....

Fulton patents held back steamboating.
Many thort &.ec. camals held back by interstate problems.

N -S canals from Balt. & Phila, up to N.Y. (Boom canals were ...
most state had her own.)ortly e - w., every

N.W.. fuurs. had defied unsympathetic Fed. gort, settled ahead ofxpth. Needed vota.



_E. Heritage of regional revalry - race to the west .
Made almost inevitable_ the defeat of containment.

7. Border states itaquate .Mo., Ky, Tenn. Had been aheadof
the others.

I. New wave of

Thefinancing had to have been available
A. Tramport ..

1.

investment opens the boom ,

Erie Canal

3

a. New technique, for U.S._ Old in Eng., boom of 18th;
older in Europe.

_b. Required denne popu.
made canal

W -u, N.Y... had it. W - u ..N.Y.
Senerce V. wheat I wills Trade frompay.

small.[Linkig NYC to Ohio was not major effectmajor effect -NYC grew on sun cth!]_

State face.

wart wur

&

this was newbig boost to use

Pa. I w-n. states had previously fired turpetes, but
of States to face. Tapped

cœpl. sources, important. Began great import of expl
If capt. shortage had closed last boom, this solvedproblem.

Opened a floodgate. Demonstrated is better to
do it yourself than wait for U.S.



2. Overland.
Horrer replace

Cortlier, facter. Big breeding indy.

Heavy use of cty. for roads.
cty. face of trunks, exply in _n.w ., an importantfacter.

oxen . Farm work, also on wachs.

In so exply, scattered rettlement, pour roads, fenced(Hence famous cavalry,wilheavy reliance on horse xptn.
war - I pour supply.)&

3. River

4. Lake

Staumbout. Fibbousv. Ogelen, 1824,
New cition, hauber & wharf facilities, entire Miss. V.

Ure of State I Munic. bonds to fuce. Exply in So.
Expectations for Miss system. Thexptu. backboneof

The country. St.Loun, Cairo, Louisville declined for greatness.

S M

a.E. porkband. Not yet ready to build canals,but
improve rivers & haubers...

5. Urban.

4

Port everywhere. Eastern laker fint,(probly.)

City streets, etc. Buffals, Auburn, N.Y.C.



ļ

B. Farm capital

e-n.-Lightes machines, from
Horse - drawn implements, & horses._Cultivates, rake.

factories, that houses_ed. dean...
The automation of its day - rubbing_horse for humanpower._
Note, hover are produced tos- indirect labe].

(pioneen still stuck to wood auch thoughtCleap. Root are
prairies were bad land).

Iron plow. Jethro Wood, interchangeablepents.
teed diells

7 anning will for thracking.
Eti.

rows, allows intertilling.

Cc.....City-bldg.

5



III. First projects are very succesful.

They had been long deferred. _lume built up. Theyw
not remote.fecture needs.in response to present needs.

They recreased part imbalances; and/or replaced depreid capl.which had bn,then down.Erie Canal best care.
City lots in Buffeels.
secret of

IK . _Feedback multiplier lifts whole economy
Frozen allets & other idle resources all revitalized.
More Eur capt, moves in , & e-u

succes

their own_
inve. is

capl

.(. Improves allown, of capt., aswell as macio.cupect.)
Idle resources

exuplunt
required

moved toward better balance.

64

not to

wover west,

go to work, and create the capt, for
Multiplier (but in my view, outside

offer serving, but to. offret, & cons.)



I. Factors_promoting bias_to fecturing
Capl. diverted from complements 5.0... & meeting needs directly; so reacher out to a longer

4. Seattered settlement_& lengthening of lines."Continentalspraut"
to meet them

way

( More - over)

1

1.. Extensine ugn .__

2. Every ungu...
3. Extensions of Erie..

(see greemp.1 /a, 2)..

Feeder in w.

a. Moliamk V. itself repd, leapfrog. Hudson was underd.
b . N.W. stater (all this for & the traffic !)

Onio.[Maanee-Wubach;
Mich
lund.
Ill.
Even Wis- Milw,wit

N.Y... so.up Generce

Corio
B. $. Competition envelation : racing. (Ohis was the mainprize.-)

( demsely rettled)Pai

C& o.
Richmond & Karranha.
Even Carolina

Balt.v. Phila.
C. M. Logrolling - weakness of state fruce.

"Pa's problem . Same in Ind. I& Ill.

Del &Surg.; Ct.; Maus.; etc.

7

D. $. Regional mults. same as

Leverage of ungul, arms. Capl. flows.
Sometimes

for housing.

puctly in kind: cattle; wheat.



Time

ņ

JA AR

form

$

They also inspibent raced for Ohis from the south. Cinne.
faced both "ways - exported flown & purk.

And Cian. even tried to tap Toledo ! _Cinn.- Toleds cand...
(not finished until 145)

Canother projected Ohio-canal, just being finished today.)
Portsmouth - Cleveland, n.s. in Muckingum V., could

way...1. Opened 132 -- one of thefew that was finished.

7

J

A

d

3

either



~
..

w aThese flows in kindin kind give us
behind monetary flows...

1. Cattle. In growth pd.,_ the west. imported breeding stack, net.
Thus, investment demand absorbed cattle, lowered final supply,
maintained price, which stimulated in. demand. a dangerous
circle.

ar

(Repeated in later wares.

of the eighties in Mont. I Wyo. )
Micro macro ?

vs.

But a region, likes.

of ficture goods.
indy. used its own output as capital, or if cattle were theonly
indy , Then defensed output of finalgoods wd. not maintain their relation

..prices...

not

·present ones.....

Recommend Orgood book, cattle boom

cobweb, in responce to

good undentending of reclities.

Macro cycle requires guil. overvaluation
not perfect ? IfeveryAnalogy not

am

la

indy. are most output for capt.can me

fuctu using outside cape .
Cattle necly. typical. Is one kind of cycle, ends when

flood of outpur lowers prices. Cobweb. Beet other cycle ends

when the price of remote future goods collapres. Is also a sort of
inst. demand.

Care of cattle, full of imt. demand floods
No capt. sturtage possible - pd. of produ, shorterable.

consumer wekt.



Ii

|

E. Preference offr. capl. for large, lacting public projects.
Difficulty ofsubdividing capt.

|

1

7. Aee green. sheet

pai

&



2-18-65
The Carral Boom

I. Terr. Exp.

A. Succession of land uses,
Pol. Best A.Jacken rape, expansioniom .

exp.? Not much, save vs.
E.g. Jackom v. Creeks opened Ala., Miss.

Trapping, for trading

hazing, cow -calf.

1825-37. New xpt. Manged best use of
all lands, forced universal

Mange & adaptation.Indians.

fur trading: W.fromSt. Louis

Growing regional specializu., breedig vs.feeding

Grazing,
vs. cash.grain

out to Mo.- thewild west of those days. Elsewhere,
we crossed the Miss, slower. (Mo. admitted 1820)

Feeding : SciotoV.

onio developed, Fed cattle need to be slaughtered, don't drivewell.

Cinuc, derd., greatpacking center, (Home of theporkbarrel.)
Manyfat cattle still driven eart. Far hoy really don't dreus, Cinne.

became hoy-butcher of would,
Hog -feedig a higher

Wheat :

me than cattlefeeds.
Cinue. wh.xptu, madepossible. To south &.e.
$35,4.Wabash V. came in

(the chu.of then.- staple expert)

Seneree area was misc.
of w .N.4 . comes in w . canal. (Before,

low frontin exports of whickey, tobacco; but flour was small a hi p

to Quebec by L. Out., in Schenect. by winter sleigh) Rochester,

wills by feells of Benence.
183

of landsettling$ 32, Onio wheat stack in . (Bus.Fenerce wanitproducing enrough, lag

"(Wheat remained east ofcorn bes, wkt, was in Em. langely)
Better & cheese .

Mohawk V., wheat goes out, b. &c. come in. Heckimer. Replace

Orange & Ulita Cies of Hudson V., which become N.Y. wichkihed



Same in Muss.- Boston willehed puched

butter & cheese moved out beyond

Cotter :
Alu.I Miss, develop, & up Miss.R. & out Ms. R. Highly

enveloped n.,
by

collapred in civil was, like empty bag.
slavepower, n., but w/o

But, as tu . belt moved weet, widened, bootheek to Ts.
scattered. A wide and sun

5.w.strength

for
Oriented to sea.I export. No internal lines of

great sun cavalry, weak supply.
Urban:

Intro urban

|a
out c. 12 mi .,

chi. expands, e.g. Hage.Hoyt.
Cernick on Buffects.

New whofrent in N.Y.C.

comm. accounts



B. Seatter

Map from J.D. Hicks

But every frontier had same scatter ( & each required a

higher standard of xptn .) ( & set a higher standard of l.v.)
Leaders & laggers, as today, every frontier

Fed. landpol. overpriced. I sold only in big chunks, 160a. min.,

$ 2/α. Manypreferred squatting,unsurged land.
c.xptr.

"The Xptu Rev."

Water: rivers & canals & lakes

Rivers:
Sibbom v. Ogden
Steamboats

New cities

Expectations for Miss system.
Work of A.E. - porkbarrell system.

Canals:

harbors & wharves. State & Meuric.bonds

Erie, 1825. direct

New cyster of state face. (Minor,Fed,whe,})butdiste)

HExam! (in casF.
Induced inst.Emulation

w

compr.-parallel, state & munic. mercant.
other ctiesLog -ralling

6. complu.
Feeder lines

Pvt. intensifs .

2

most traffic local



Lates:
Erie Canal open

Port devont everywhere

But only 1/8 traffic -[of. mayer inter mban hi ways

Canal: ( cont.)
Extensions

today]. Universed tendency to overent: big pict

I local.

e.

It. Later

Ohio network

d. Other
Widespread
Indiana comprehensinplan

Ill. & Mich.
Marne- Wabuch

Mitw. Iwest

Mass., Ct., Del.- lusq., etc.

Overland.
suil. improvements. Horres replace

westem stater.
cry.trunks. In

I public action, in with

new

3

bigpicture, iquore small

oxen. State & Cty. fuce.
provision for local face.



D. Capital flows
Inced from Eur. Use of state's credit. Land sales Pol.

influence ofbig owners to get devent.
Cattle der mit into new

product. Price umbrella effectsted whent, net.1835 u.s. imported

Emigrants take capt. wert. Was notjust the poor

went.
BiggestR

E. Lag of supply response to cap. inst.

slow payout from all this activity

Immediate gratifn; deferred retribution

(Hint at cobweb effect

region. Capt.flows west, in form of

a) Micro -over
b) Macro -

4

who

·expansion of C. 5. Specialties relation to world

liquid)durable cape, relative to

P.w. esply.
Capt. frozen in forms of slow recovery.

( Easts. speak of 'curable gooch indier, `capt.goods indian,

etc., think of Mke.as type; some stuff is, but tractor not

very long life, etc. Oregon, e.g., much more dependent

lony survigs)

I



t
Relationship, landsettlement &xptu, vital in

Canal & River boom.

1. Xptn 8 settlement of before bem.
Tumpikes,I flatboats, cattle drin

south & had river xptn, opposed Fed aid . NE had her owngood roads. NY

wantedand delayedproject.
Nat.

dynamic ofAm. history.

onio Sc NW Scates from taxig fed lands.
all cd tap

b, For Va, Md., pa

c. NE had lostpower, can't stop

xpłu.

Cumberland Rd . only exception. Jeffon pushed:

Mo.

: a,

d . Military integrated &
synchronized

J.Q.Adams pro Fed. improvements,planning thereof. Fed himais finally gets back to him, Westerners

"Tumpikes put., tolls two hi, didn'tpay either. Shemmed put enterprise ngfor

beared restrictive East; & anti- intell
ectual.

in deal to keep

Ag.was largely
subsistence.

Western export: pork, beef, flow, whiskey,grain.

Mills ubiquitous .

2. Pressuresforboom buildup (so that first essays arevery succesful)
Presentar stringent

NE & SE block feed,and,Canals oldstuff in Eur. 1765, Bridgewater etc. Eng Canalboom.
Fedaid. See-saw action: nexttime it was

Bosten,Bulk, Chaston.Nydelay obvious Nelso
waiting

wain's developed. Principle of relations backwardness,
I de lh I betmangel want toat.Potomac Cte preempted by NatRd., so the most obvious route for

or the last shallbefirst...
amit

team for

SUA

Balt probly exploits position. Bale.I Phila, whichtapped w -n NY via rivers.

(Balt.problycan't dev.her ste , bes,l.a. won't cooperate. Shila neithe,N4 wd block.

of(Ky& Tenn stagnate, pop.pushes north, new mult

Ny wishes
ally with new west, block so

whether put.orpublic
Turnpike interesis/block canals; as

canals later hindered rails,brails
as car wada

mkt to tap.

a canal

In SW, steambout devd, but inneged. Fulton patents

New Orleans inpate,pressure for

competitive.
new outlet. Advantage ofAtlantic perts,



Canal & river foom, 2

3. Xptn innovations foom.
open

Erie, State face, succes

elastic demand, paupforself.
Area than which went was already settledevide thy. Most traffic

•zlatyPAND WHERE
102.5

local. Mohawk V. esp., I imagine ( thus settlement had leapfussed

Huden patroon area)

1824, Zibbom v. Ogden. Steamboats.

4. Newxptn revolutionizes_optimal area specialign. Was only limited specialign

before, so in all areas, subsistence crops
obsolete.

was new to N.Y.
But Pa.&

westem
States

had long
helpedface

turnpikes]

of Prepared tosubridize, low tolle,but

Changes opt. landuse
Berkshire, daing out,

sheep in.

Orange

&
Water Cos., cheese out, milkin;

Mohank, wheat out, cheese in - around
Herleimer

; Jenesea, wheat in, pasture out.

to All isnow overlate tome landbe
foxpour v 7“.

now move into vegetables; fruits, dairy.
Genesee & Should

Lake there

Evie canal cuts cost to 1/5, travel.
KIN

N.Y.

Onio,
hearts

become increasingly
OF

Z

esp in wan

load

Fanning mill,
Rotations com

pioneers

•Iron plow. Jethro Wood, interchangeable parts.

seed drills rows.

-FACE

d
better off, pusher back pasture; UI

grain now

in Now fatter hogs instead of droving, to Pal Potomas. Scioto

valley esp. feeder arex. "Upper Wabash comes in after a while. th Cinne. packing center.

for techniques: produced in easternfactories,spread by carsch.
4½ . Also new ~Boot

•Cheap Care
T.,PESME

ers stuck to woodlands.

LL

hoppe

T1

hoglimda on

House drawn cultivator,rake.

In gmil, variety ofnew tools, horse drawn, allowed great subbing of

housefor humanpower.Itheautomation ofits day.

bes machines now
Also for oxen,

to draw. nothing

lighter,easier

peliautomation ofitsday. Revolution in fanm rection.

mill, to help threshing

for turnips- com, oats,wheat, clown.



Canal & river boom, 3

6.0. But land development lags,
a.

In 1826, Utica - Rochester, land cleared

b.

favored

Land remains in old-nuts. -e.g. grain in w -n NY fruitdiserice, andwool.

on banker of Eri canal only back c. I mile, -M & Commer, p. 497
( over)

specsfor a rise.
Some land entirely idle, held by absenter specs for
Settlement passes aroundit

area undeveloped, and 1830, 4mm Ams. lived
Bifr

12m

most

c. Local
goves fail to provide localxpth nats,ie,roads.

In NY, wildspeen, but waited for State to buildfaders. Also,patroon
Apprs.

Thus canals hindered,rather than helped land devent.

NW, canals

7.25 to fines develop

1½2. Wave effect.

are

n.g. w/o local roads, therenot builhs Linear deunts.

lands "further from good xptn.in

Takes much

areas.

to longas better areas notproducing, price enform to them,which canal
to warrant.

has raised, his enough

more

MENE ARTI

areas

I dairy & inter-gardens

Hortic develops scattered then N.4., Pa, e-n Ohio.

feeder from Erie, sig.

are

depressed~bes hi l.v., & expectation of
landfromgrain than should, bes included

move to hort

Next wave west, grain farming scatters westward, pushes

cattlemen still further. Out here, held whole cos, refused
specs

taas, held buck complements.

to tap new creas.
Geneses;

areas

8. to new canals projected

a. Extensions & spurs of Eric: up
Olean.

extension in also compu . Cinn sent flow &pork both ways.

b. In west: Ohis: "Cinne - Toledo. ( Openedin 18447) Mich: Berrowed $5m.

Ind : Wabash - Toledo ( Mauma)
Portimentigum). Cleveland: opened 1832. Brings wheat to NY,
(Muskingum). Tobacco

-bes No wasn't producingenough to keepprice down. come in,
over expands

Com henotate " Comprehensivesystem"

Ill: Il& Mich. all this while HudsonValleystill undeveloped



Here then linear devint. Local govts not buildingfeeders.
1821, wheat from central NY sold at Acvannah cheaper themN.Y.

wheat from central Ga.

was a



: Canal& river boom, 4

c. Parallel lines: Pa. Portage -opens 134

with; &
neam

higher

j

C& 0
Richmond & Kananha

New world mapolitantercantilism", using canals instead ofguns,urban

Cities pare always pushed claims too for affield, neglected (hance immpetely exploited claim.Object to tap west. Actually most traffic local, won't justify. But had to stake

9. State face compels proliferation, for logrotting

(Cf. Calef today) Also Ohio.

11.

obsolescena.

Vast sums poured into consten.

low xptn chage, misleading

10. Banks expand.

Pa, Ind. esp

Dreams of taxless States

[Mancy canal lefthaly- buite.
demands.

This endeth J.Q. adams dream ofintegrated &synchronized system ofp.w.

9. Mkt for food sustained by construction I attendant activities

A liv, lendon that, to
for 1819 contraction

Wildeat

Money

d. Other lines :

Borrowed from Eur Expert's see. -
1836, first grain & meat from Chi. hit Buffalo.

Build new cites. E.g. Chicago! Factories, streets, houses, hotels,banko.

New Haum- Northampton, failed

Susq.& Tident, Balt raids Phila,
$80,000/mi, costliest ofall.

Ja,fooledaround,started rr., abandoned,
1841, depressio

busy; Actually theyproved unes for long

distance hauling, successful Erie, which advanced on

U.S. imports wheat, early 30s ! (or did M & C misread evidence ?)
Building keeps canals bus der.of NY State.

buy it.

local mkts. Pushed out

were

forestall
competition,failed to serve wherenone.

Other expancine, cumulative aspects...1832, U.S. mones to

1836, U.S. distributes surplus funds.

routes to

Vast Amn. Jackson destrop B.U.S., hated

money accepted forpublic lands, taxes, etc.

moves in to spee. Con't happen in Eur., ber landnot freelyxfable.

no doubt

Congressmen big westem specs. 2.g. Danil Webste. They

were

interests.influenced in which way they bought canal stock, etc., by personal

Is it not probable that Nat. Road system today is

similarly biassed ?



fmm. Canall river boom,5.
12.

a.

Lower Miss. devint.

Xpła
Steambout. Non-skeeds. (Brow even more in 1840s)

Few roads-popn too
scattered.

Limited to river. No canal, (aferin Ky). Fewroads-popu

oriented to cream.Guver system: Mississippi; Red; Mo.
I overseas. No internal trade, I would tu., oriented to

6. Frowing specialization Even when

Grain pork, downstream.
slaver, mules.

Extreme speciation in chr.-slaveryforcedit.

c. No technical progress.

e.

Capital in slaves

world ee. more tham nation,
Ag

r.r.s. came, were mostly to sea, or ff. rivers.

d. Settlement

Exceptionally scattered. Hence fermous hospitality; &peddlers.

4& Plantations self-sufficient -hence no farm toum, no

aggregative influence from that source, asin NE settled

Ohio, Probly eachplantation had its own

To Memphis. &up Miss from No. toVicksburg.

the rivers. "Little Dicie, NWN outpost:
gin,

such as

areas.

Leapfroggedup

1830-40, denser than Memphis, St.Louis, Evansville - even

Nat. Rd. headingfor Jeff. City.
New Orleans.
Alluvial delta lands developed very slowly. But NE was

great and sweep,
compact.

had surrounded N.E.

old S.W. collapsed in you.
took best land also S.C., central·&coastal Ja, Tombighn V.,

Slavery
Va. Piedmont, Miss A, RedR., & spotion Ts. west.

Cities

Mobile, Montgomery, Natchez, Vicksbung, N. Orleans,

replace Chaston, Savannah, -(the there makesome comebook

later, with r.F.S., & Adants, Chattanooga, before was)

Dendritic rivers mean minpy,!mean stagnation, Keypoints.
Thus New York City becomes chiefencrepol for south. Increasing returns.



: Canal & river boom, 6

e. Cities (cont.) in

has his own 8
Plantation areas killoff local urban growth, by self- sufficiones

thekinds of services provided by small towns. (Small fins, beingsmall,

look to cityfor storage, mechanics, e.g.

to big city for lawyers etc.

Plantation

goes

f. Finance.

man

State banks, to freefromPhila., ChestnutSt.

Fred land, slaves.
As cap. went into slaves, little leftfor real cap.

g. Uson with North.

Falling behind.
Cleveland growsfastest.

La., Ala, Miss.

behind, N-n Ohio, Mich, Ind., even Wisc., rapidgrowth.



Canal & River boom, Bit 7

13. The Crash.
~ Specie circular.Jackson acts like"IB.U.S. had 1818, &1sthad, 1995.

1 Eng calls debts

&
packets &r.rs.

Becomes evident is more new land servedby canalsy,than is demandfor.
im halts, tries to be reversed

LV sink. Banks sink. Ilow of

Egestem agric. reforms, revives,higher level

State credit ruined. Many default.

Half-finishedprojects stop. Cy. Nat Rd at Vandalio.

Ind. canals; Pa. canal.

Erie &c. had made M bes long overdue, low talls.

Mgul camals thau unsettled land ed only succeed if faced to

land settled: free at 1st, tax land. But opposite.

Late - comers hurt most, bes built at

sous to get

highenhigher cost,I hadshorter useful life

Burned states remained cautions ofrails. So did NY, to protect inv

lead.
im

so Mo, Minn, Ts, Bult, Boston, & Chaston took rr.



some basic cyclical factor distilled from canal Boom.
1. Lagging supply response

Response to what?

Hitt
inlin

A demound ( tu)
Lower costs (xpon; for, machinery)

Causes of lag
Containment &c. restrictive policies (maltant leapfrogging)
slow land conversion

outright speen - Al makes landfree, Land sales his in boom.
slow change, on inner frontien

Needfor another watsion payoff)
"Bias toward fucturity.

Technological necessity ? Not much

lover
Hi wa

Maquified xpth.needs due to seatter, racing,envelation, ste

land enhancement, logrolling, avoidance of obvious compr.
Non- coord. of complements ( log oflocal face.,probly most remend)

substr .Lil... e capl.for lieber, C.g.producing

relation

land
supply)Cartel price.umbrellasyndrome; mapy, escape intofuture

Consumption of output by growth itself ( reding exportable

Availability of outside capl.: 4 its preferencefor big p.w.and
land purchase; its keeping local factors occupied producing

for future, notpresent.
replacemment, lower outputcapacity

wages cause

Brain of eastern capl..
there.

1

prescripting

rts.

promotional

rates,

non.



ofbias tofuturity

Iqurance of aggregate supply in preparation (weakness ofprice

siguals, they don't forecast)

More camer

land &

pooling & sharing basic indivisible & immobile ress. & facitition :

Each put. &public unit wants its own, bes. fear neighbons &

wikts are thin. ( Fear of N. Orleam & N.Y.)p.w.

Racing: military, pol., prescriptivos, & scale reasons –(& defence

mupy, above ) laws,

Bias vs.

held down by custom, auti- usury
Lag of cir. rise intet.rising

XAM, I liquidity of collateral in

on that.
out.

Envelation w/o understanding. Idear vulgarized as theyfrom

Idea that Erie tapped the weet, & NYC. grew on

Actually Erie tapped W.N.Y., & NYC grew as ctu entrepat, bysea

w. all Atl.perts! N. Or , was growing fastest, by river
in compu.
trade, '30s.

Logrolling Il.v. the Lorelei. Immed,gratu , defereed retriben.
be immed.-pol. kens,areto

Benefits appear

people willing to buy land.
Logrolling & non competitive bian

territores,but is ok to open up
brand

us.

as

& ec.bens, are sobem. long

-avoid established router & tapped

new oner.



Keyqu.

Thurs.
3-4

2. Cobevels therrem
5.

2

3. How adapt to macro ? In self- contained ec.

everything?

5₁

of durable values an

micro.

temple of frozen durable cape. Shortage of liq. capl.
lign.attempted.

What price is implied in macis cobervels ? Price of durables
ofdue to a lower corts;who towardhigher expectations c), new territory

4. Cumulativefactors in

lose

then cost,(1US.

non durables);apricas in growth arear vs. prices
w. terit. expu

products

ces chew here; prices of allfinal
in inw. morenew land,

opps.from
vs, their costs. cort

so all costsfall, while relative prices stayfixed. The price.
in the invector's gup.

opens up
in massive over response.

that land devt. equires durable capl.,

a surplusof

Collapre

N

gap that

( Feedback)

There make ita spasen
wagesRicardo effect - later in boom, higherwaper createsprof.fordurables; & it happens

&

anticipated

,banked on der. Simmel, hisland

External ecr., reflecting,"""developmentalspirit
so hi prices do same,

Rising land inbet. encourages both bildes. I specs, I bothof

Them promote p.w. ( note importance of mechanism for xltg. demand for land

into p.+ ?)
Capt. inflow, lets boom feed itself

AM I collateral values

SAV from Ad lig. I hi i. -forAg
retums +

prescription

Chain reaction of interurban racing,crouses anxiétion let Une

out. Fixed router becomefluid, compr. reigns
Chain reaction of interfirm nacing.S.g . I.M.C., underects, costs of (over)

{. larger
Induced it complementau mifferentvoltage levels. Put. &public

competitive, F.

inventories needed do
grou

of stock offrustrated ideas.Accelu of technical progress due the hi

Multiplier - polent
and recoveryoffrozen capt.

Logralling. Immed gratifn., deferred retribon.
Emulation

Racing

in real terus ber. fuced by outside cepl



Comment onEsterhazy shaft, but can't them back. Then, forced to A netet,shave topayoff

fixed costs. Cracks oligop, creater competitusplace,

imptuce. of observing the form that compu, actually takes.

[ In bust, once oligop, is cracked, existence of excess capac,
]huge 4 output & huge liq. capl, n.a.

from
cartel

syndrome

laforcalls



4, Cum. Factors (cont.)
4444

mis leading, but people love a model)
But note leverage of the independent I

Nov.2 >

the mult. (=====mpc/ The precision of the

mostly in durables.

Other I is fr.of replacement or inc. Durables com wait, & conting,
be devd,Iway alread.

Accu. princ.
shock wave effect

Ele
Thrut & baffle effect

eqn, is

leads to Ainvt. requirements

4& credit worthiness →A inv. opps.

3

Reflection ofpsychology of plenge I success - social eminence

of plungers, discrediting ofprinte cautions (Sewell Avery

affect)

unfrozen gets refrozen

can

Release offrozen capt, leftover from eacker boom.
Premature xptu, router now get used & even clogged.

Cum. renewal of older sites as new bldgs.pull tuts.from old, weaken

defenders.

5. Evolution of boom, prepencation for best

Capital that wasn

IBaffles choke offput, inst.; A p.w. to dev, new bands,

refresser capl.; Mustaps & hi i eventuate, choke form,
Hi laber I and costs , plus scatter, puch inst. inte durable .

abundance of lig. capl. permits this. But then exhaust capt, all output

stops as si,
l.v."outgrow their old clother"; creates new

demand for capt., I superior compu. for now lands, half-developed.
Better arear revive,



5 ( cont.)

Landprices rise disproply. This discouraging blog.
empty land, but encourag's reneural, intensifn., extension,etc.

growth areas get unbalanced, too fer export indies. to beelance

This happem ber of capt. inflow,local services. serves as export.
nuclei, seeking Sg retuum & prescription][and bes. too mary

cap. requirements of life 1, bes all further apart. ( quitially,
improved xptn. probly reduced percapita capl. requets, that may help boom)

Monetary authorities faced into tight M policy.(Not a

of 122-129. Has happened tooof discretion, as
Friedman says

regularly) 1819, Eng. return to gold

1837, specie
cive.

matter

1857, ?

1873, demonetion ofsilver, "crise of '73".

1893, Cleveland & free trade, gold outflow
127, 78 pot

5%. Autonomous vales.
Invin durables. Other inext. is automatic for, of replacement

Cash becomes available, also the miche.

4

is

new miche.bldg. - very

Careof dinables, cash become available w/o theniche, directs int.to
durable.

Fallof fructures hurts iunt. _bes. Theyaburbso much.
46

Investment “demand " is supply - of liquid capl, "Demand shertäjä

capl.sturtage . The effective demnand " approach obscures this.
+441



3

Bring in facts in si in 129)
6. Causes of crach.

Replacement devandfalls, isprobly 151
most acceptable way toputit, for Ku, minds. Butalso

si, fall of future
values,

Run outof liquid capital; inv.demont,thatis,fulls) emphasize

Frustrated effort to liquidate

Cost-pusti

individs. mighet, saciety

No evidenceof oversaring or under com . Opposite : -15,

contribs. to shortageof liq. capl. ( Hayek made sense at this time,

explained crash; Keynes
made sence later, more + approach)

1.the Heritage

cam

Too much frame; too little filling

(Analogy ofoil fields- stentfrom frings,
center)work back in to



Principles : Features of territ expension cycle

Ofer. disadvantags, munic.merc.

rescriptinis rts. - interurban, inter regional, international racing.
Racing for a) Agrets ; 6) Tuitialpossecsim.

Murter,of wht. shares; competition ermulation.
Immediate gratifs, deferred retribu.( logrolling)

Logrolling, ar inter regional aquity

´Half-sized projects superseded by half-finished
Leapfrogging.

#Containment -expansion syndrome , "Exazy, reaction to mapy.
Re banks; tall rds; laund poling; urban centers ; steamboats (from Futtin

I to non-steds)
Cobereb central org'g theme - how devint, gets allead

how can everything be excession ?
need. But mustxfr. princ.from micro, to macro

Lag of supply responseof
now - synchrom,

Bldg. ahead of settlement ; settlement alreadofbldg (p.m.):

Seattered
settlement

1.

2.
3

Exploitation of invester

Bias to fucturity, or excessive longevity.

By mupy.
By land devent.

By prescription claim-staking

Too much frame, too little filling

ame

The paradosof simmel.artif. scarcity & artif. abundenme
attempted

Accum. & cap. inflow ff.by tign.& retum flow,
( Helps &plain how everything combe excessive)

cummulative factors



Mattheus Canal Boun .
1. U.S. thesourceof instability ( I don't get ulcers -I give 'em)

4.5. capt: import, 1831 -
3. Jacksoniam influr., 1834 - 31. Gary banking.

Comment

2. u.s.

4. Land devint. basis of boom .
Urban as well as mural

True of all boorm - missing in leckley.

Vaque an to mechanism

5. Little direct ted, inut. - but refaid debt, turned capl, to

other user

6. Boom fedfed on itself

nothing on canals

endogenous

1819,

7. Previous boom,got 14 yes, alread of demandfor tu.
· 33, frame filled up

10.

·33-36, boom not in ctu , produ,, but olevant., deferred peeyour.

8. N.W. not subsistence, but balanced I self-contained.

9. Tightcredit ends boom.
q stater ceasedpayments

Not sureof depr . til 1872



"Point from Matthews on Carned Boom (cu.I)

1. Swings in U.S. greater them Eng's other tradispartuens.
2 , 4.5. udvencebalance, 1831 1..., importing capl.

stopped B.U.S.from3. 134, recession. But then fackson influ. took over -
checking wildicats. Jacken moved yor deps, to petbanks, '34-136.

fort. let someof surplus stay in beuks, expending recenues.
Redistribu. was in '37: before that,piled up in bender

siavied in hope of becomingpetibanks
Manny

ever did.
more well

focussed

4. Redista. not until 1839. (so it never cd, havefaced much of canal
boom.)

Before Rechists , funds piled up in perbanks, Ad recerves, basis of

expansion (?)

6. Lourd devint. " connections ofboom "Land
land: -1.49.

Urban

5. Banks loaned to buy land,from U.S., then U.S. Ad it's deposits in

lending bank..
Large AM.

I tho

...The boom definitely

very

tham

134-36, sales at $1.25/4 hi.
spee. too.

~ 7. Repay's Fud. debt turned capt. to othercints. I improvedbeate
credit.

8. In boom. Eng. exports to U.S. rose much.

9. Actr.price, 133-136, helped ignite (last stage of) boom.But
alread of ctu.price.boom fed un trelf, got



10. 1818, huge Ala. tv. land boom.
1203, ctu.price fell,
133, frame filled in, pressure for

excen capor,evident

901 Can, output dichir 4 in '30s ; (but decuit did)car

pressure for new land devruct.

11. Alleges n.w , was subsistens criented, on domectis trade. ( Probly

& overstates implice of distinctions

did export meat etc.

wrongself-contenined. "subsistems" in

better ones.)

understates implice of wheat expert,
between internat. & interreg, trade, bes.

integrated are better

to n-n. boom is les attributable to world prices

it was morewas
But is night,
word; balanced & integrated

self-generating. ( Eur. capl. might affect it, tho.)

(since boom was in self- contained n.
can't attrib. primarily to Eng. tr .demand.)

12. Leaves unsettled thequ.ofreal v.

in 138,

no.

monetary

But is sure U.S. was source of disturbance

I land boom factors.

}

as well an

13. Credit tightness, import belana, ended boom.
14. Match, says

15. Recovery in 138-39

O of canal boom,etc.

N.W. esply. Wis., bit bitt lagged s.

causes.

expert

combined moneting

Vaque

then long slump 140s.

on

1.60

z

criented s.

internal impr.s.

s. didir recover

Wis. did.
Credit right, 37, stoppedp.w. 138.39. credit card, let

put. improvement &produ, recover inside the framework. Was no



16.

glut offinalproducts

not revive .

+42-43,

( Pres. Harrison - Tyler)

worst

M. 64-65.

·39, B.U.S. facts, loaded w.bad v...stock

141 , 3d submerged nevival.
yrs took

Land sales did

9 stater ceased int.payment

3

long time to get there.



1962
April 5. ay,E. 468.

tummaine cycle.
& leapfrogessential

Lag ("Distributed lays in supply response, modern fad)lagsconcepts. ("Distributed

Price signals misleading. Lackof info. re aggregate response over next several

yes, capital to be liquidated ApAP

~
MR = MC = Pli+t)- AP. Lagof local disto., whit

Roleof landspeckin lag. MakeMc =0.
Cumulative factors: desig costs,conto shevelopmental build ahead of demand Externalees.costs,

vs. momsbacks restrictive thinking.Devire to control own disting,freefrom

racing among nations, regions, cities. Militaryargument may

emulation .. imitate successes. 90 %
Despre to create may - vs. desires to our herd, follow the letc.

Herd psychology, follow theJuden guat. Reflectiveprinciple.
logralling- Ted, state, local.IspenttoFlan Hawait. Temply

- so

somethingforeveryofour liquidation elsewhere, builch up nichercap. inflows
for return flows)

monetary expension

artificially low i..., due to custom & lay; state
interposition in credit mikt; minetury expansion

they for out. Imitator

Erie camal tapped local traffic largely;"thus attracted ctu.
all

→Emulation, cont. Ideas deteriorate

miss essential elements of success.
W-n trade went to N.Orbeam : 48303, N.Orleans was fortest aloriccity.
& NYC ber of faction internal to the city

factor in direct compr.business, that wasit's big growth factor,
greu

atlantis ports. But chamatis phase

appealed to avarice & lazines
tappingvast developing hinterland.

w/o subjecting ourselves to rigors of
C&O,B&U, race in 1828.Mourage built for remote,by Nat.Road!

traffic,competition. [one result in, meniny xpt.
linear pattern

laudused nursilyby local -- often choked by local.
on local devnet]

impares

&scatteredlocationofquick inovation

scattered settlement,maker all works openup more

thom they semne.

Wa

W.

Wave effect. Taking more land than
necy, byby cities from

causes mbet. gardens push out, take twomkt goudem,
much from milk dairies ; they puch out, too much from

cheese dairies; theyfrom gacin, wheat; they fromcattle;

theyfrom sheep; they from hunters, trappens. A

spongey, yearly structure results, entire society - colloqeally

Too muchlandallocated to all mes.



im.
hi wagen encourage durability, big

subbing cap.for laber, due to hi wagesof construction pdl., creater new

invest.
opps. E.g. produsg horses. 1830s, Cup.is laber stered up in matter, &

taker laber to produce the matter, clean back to mines orfields,
also subbinglandfor laber - bring in new land, another pecadox,but a goodone

Racing ( resumed). Pattern of cities neglecting their own immediate trade

opper.

territories, being in theboy or pocket, competing for uncommitted
lauch (cf. long-haul vs. thorthaul rates, controuercy)

innovation umtabilize simnation,Xptn.
territories; inadvertently develop ne

2

many race for mimpyprize offringer

in lands. E.g. Erre Canal; B20 v.r.

cened.
class man, lacking

Most affluent have dual allegiance: to old core(slums & downtown, most
coned. holchings) I to frings,alsousebetween in middle-class
effective leadership of its own, or at least balanced by aristor.

compr. for fringes, plus potential as there, siving for to back
Likefree trade.Enfl.freetraders held lands abroad,d.g.in ann.prairies,plain.

new xptu! A new political alignment, continues to build two long, bey

now a.s.patriciam moving tofree trade,luz of pol, reshuffling.
e.g. intl oil majors

Core areas revive. Why? a) Compu, finally hits them ; 4) Their capl. hauken6)

liquidated to face

appear
in antion.

new areas, sites open upfor renerval c) Fringegrowth
ofold centers, they must rebuild to meet new apps.changer opt.use

prompt receval,d) Higher liv, in sympathy w. gurlprosperity, urge in
higher turnover

new devontof
new boom touched offby superionSuperin routes revive

migul rte,a several. Best route blocked by incrtes; allegians toold

a

Erie canal in the
feum of eptu

Racing (resumed). Dubig hile,andhavegone upto selaume, tappedonto

etc. Comes back to claim its own .
Bult in much closer, by Patomas route.way Subion

Delaware,
Erie; Balt.up Lusy, same. But each state had to have its own, e-w

of ifforesaw trouble. HadEven at cost some win
thruway.
to be indep, not on tender mercies of rival state.

Large shore ofbenefits indirect, show in l.v., the Lorelei. Lets benefits

to be achieved, when they really aren't. Capitalization

--escape into fucture, away from harsh reality. Mysticism

takes over: devint of the cocountry: Malthus. Simple authmetis discrected

two prosaic. Appear to be developing balanced, self. contained ec., not a

limited segment ofworld ec., so no limit to growth. [Limiti's capl.]



Prescriptive principle. Once your city

other to get fed,and torivalyou.
Mightget Fed. and to go west, a nat.

har tapped a regium, much hander for

&often written.
but notpurpose,

w. established vected.
compete w. esta

u. Unwritten law

M



6.149. Fri, 11-30-02

1. Alignment's

2. Surl.plan: finish '37 cycle, then return to summarize elementsof cycle.

3. Summarize point already made re '37
a. Pressurers of demand built up,
b. canals proven elsewhere, were innovation here:
c. State fucig big instl. innovation

e.
2. Steambouts ken were techn. sound, mupy.just had to be breeken

territory,ofin! underemphasize
Tendency to orient canals toward capturing

need to serve nearer, older tevicing, which I forget that latter provided most

of traffic

so

a

cycle.
first projects were very successful

f. Lag of auxiliarydot. behind trunk devast.
1. Local feeder networks

2. Put lands
a. Out & out speculation

6.Slow adjustment to new opps.

J. Lagging central devints. push popu. farther west.

4. Wave effect .
shd. have corred. in Hudson V.; [hortic. in L. Erie shore] But

Dairying
scattered thru N.M., Pa., and e-n. ouis.

d. Ill.:
Ind :

MAAR

Analogy ofTakes more landfrom grain thane dairy & horter. cd.use. Pattern of differed

hi b.v., quil. expectation of uliimais conversion to

Sta. Clara V. Today,

e .

c. Mich: $5me loan

to grain scatters west, in a wider circle. Pusher cattle still feuther, etc.
A low.

Wildnt specu. here, bes, highest To & hov.

5. New xptu trunks projected toseme new settlen. (like CVP, TRP)

a. Erie spurs
Gencace V.;

b. onio :

use.higher

waves morgout in SfV, encomay'g 'TRP etc.

Olean sper.up

Cinne.. Toledo, partly to free toCins.from N.Orleam grip.
Portsmouth- Cleudland ( Muckingum V.) Wheat to 1.7.

IM .& L. Mich. Canal

Wabash Toledo ( Maumer(anal)

system". If a little is good,16

then a "comprehensive statenido
more is better.

6. Parallel lines. Competition exculation. Racingfor Ang return.
a. Pa. portage



b . c. & 0. came late, when recognized obsolescence of Nat.Road

Richecond & 15.

N



?

Devonat. of squatting after crash.
settlement hi in bust.

1841, Preemption Act, recognized adverse possession of squatters

Crash discredited expansine p.w., bu esply. enerated States. Brought

new demands for Fed. and to intl. improvements:

Land sales hi in boom, land

vs. extend's slavery.
on

Free toilers: pu squatting, expansin, ted. and( irony, in origin of
pro

Republican Party. Equal irony, Dems, againstit.), abolition?
Balance in Sernth, Oreg.,

-no, but

superimposed
Now it was

clavery
Mo. Compromise.

Dens. of SE who dragged feet, opposed expansion.ather inner was

N.W. vs. S.E. was

civil war .

had isolated them. They edit win west.

N.E. quietly racked in chips.
1851 bust helped thrm tide us. South. In boom, slavery ed. expound; in bust, free wilen.

1862, Homestead & Morrill Acts; RRs to N.W. Chicago.

Fruits of victory. Expansive interents prevailed - to their own

Slavery

r.rs.

9. Internal improvements, boom & bust.

rno .

3

Arsign rest of

undoing.

'59.

Urban Expansion.



Ham's object :
a) Contral public lands, cold storage

b) Valerize,
collateral.

1. Jeffe.

max. unit price,
a sterile position in

W
Alexplecat infimoniul sa spera,
Urnal line, wanted for revenue, sold slower than that.

Wanted low rev. to justify tariff, avoid paying debe.
Had pushed reg.ofapportiomment, prevent une for new.

6. Ambivalent position of the Establishment .& w -n lanch.

Repodl. a migrating agric.
the west

thus make public lands
appear

aggreg., a fallacy

Not a spec.
Wanted compact expansion never gotit.

Bought La,, embargued Eng. turned in to

Pushed policy of achmitting new States

Assured nat. unity.
Mexico & Russies, etc.

big

Wext.
I more.equals

Threats of Garam Burr, Ts., Deceret. Eng &I

Internal improvements - Not. Road.

Exploration

better debt

8. Land sales policy to 1862
$1.

sales for
Q xrevenue :

other taker
price.

Opposition of tariff interests .. an embarassment ofriches.

Distribution to States
new - Hamiltonicim

Opposition of

turiff & cheap labor. N.E. esply., saw

2

Whigs, who wanted bath

fecture in sufr. Lost to Jackson,

1828, canal boom. Maysville veto, limited ted, and to int. improvements,

direct, but states had full throttle, & distrib.funds from land sales, & easy money.

Land sales & money supply. Wildeat banks, bank notes, accepted

for public land. Specie circular & crash of '36.

15lace. We forget, all thee 19th,



i

1

Tues, Oct. 26 '65

Residual observations on canal_boom.
1. Cartel

price -umbrelle syndrome, & bias to fectiers.
Discussion Modem excumples, _Frrestry. Desive of large

finus to min. ingrut problems- the res-occique ratio_ Sommefigues
on KCLC to illustrate.

2. "New towns " today. _E.g.of typical
late boom. ssg. I.D...

w-u

3. Linear devnt of leund me along couals._ Failure of local your

to build feeders, waiting for State. Abcundity of tapping Ill.
N.Y., over I mi from Erie Canal was unused,we in...when

sheep.
4. Principle of oftv. clisadecurtage

remote provinces

l

...typical monuments of

cities seek to capture.

5. Manic- depressive bankig policyofA.J._
First, attacked I weakened B.U.S.,

(132)
banks, etc.

Then demanded specie .

put Treas. Min pet



Nov.I →

6. Some aspects of crach.
Too much beund - so values sink. Apparent came

Land collapsed, banks followed.
Was moreBut was notmore land. capt.sumb to dev.land.

L.V. time -repeloverstatue of diable capt. of exchangeon the fecture
L.v. sunk where we realized we had_too much exch..h.

future...

_fucture relative to exch. on present.
That wd. come to light

for

come to light when exch on present

reasons:
mmodity spot

a. Micro - some prices fall relative to others.

dried

If so, blocker imet

employed,but leaves incmplayed.
maybe

unexpectedly -show the staggering diagram agerin ..
Foods for immediate delivery._ become searce_relative_to_goods for future

delivery. Leads to lower inst. I ime. I cons But not vice K. mechanism of..
lower net inv. →

C+I+ Y is mis leading. Io + Y_ is true , and y & C. (over)...
That essential relationship is obscured ber spotprices also.

full. Beat3

2

on the

up

But that_
is not a general price drop,

b. General level drops.. Due to M collapse .p

most.
Particular spotpricesfull, on which hang fortime expectations

future goods. Primary products, usually. Am.products, 1937. The
d. Commods full rel__to laber

15 nice for the...
comunads, which have aburbed then

is not compensatedmost capt. Their full
by therelative rise ofothers bes thefall

of their futures does not raise futures elsewnice_

Cobweb wis leading bes depends on shifts in relativne.prices.
But we can
goods in terms of present goods..

adapt it by defining price as the price of future_
E.g. the price of 725 ; or

of perps.;_ inverse to i. _Price of land, (in terms of spot commods, e.g.
the CPI.)



1

C + F → Y, etc. suggest autonomy of IN, & a
han ever been able quite swallow .

|

"mult. process that

I

no one



consiructed on
such ce defn is most approp for cobevel, bes_cobuch faced

on postulate that supply is for of priceof the
durable theproduct, the more likely that is

to be, a) Bes long gectationspol; 6) Bes of long life after buth
Caltho_the_2_ are hand to distinguish.)....

The more-pressions pd.

Cycles.are marked by big changes inchanges in and for future.price of

-goods in terms of present the further future, the greater the
swings .

Tells u
Land devrit; houring;_explu__for mineccels; forectplanting:_-_

where to look .
far f= Fall in future markedby liquidation crisis. Everyone

money merely represents present goods..but
wory.seems to want.

7. More bien to futurity
Hi wages, subst. capt for laber. Cumulates ,

6. Overestimate future of developing regions bes. They
products, & the used their localtheirfor their growth

inputs.

3

Cha

own

so important.

consume

an econving
The

The ElDorado spirit. Confidence in the future ofa region.district, or neighborhood.
Causer people to invest in individual parts & members of

in the confident expectation that others will fill up
difference.... Can do wonderful things - but can also
mis lead.

Is why the regional aspect of major development buurms is



d. E.g.s of rac'sfor prescription vts.
to inst. in land devuct. When returns que co

are rising.
Thus, subingul. loud is occupied & improved.

Camer you

in pds. When l.v. are

This may

it cd,only happen

occur at more than one mign.
land who tenere. But there are

happen once,

further formsof tenure.

streets asuse of necy.
Cape.. Dr. currently)

an

This at urban frings, you cannot reap conversion I always

juust by buying.

If you get early shopp's center

Other eng.s.

Squatting

You must secure zoning

Apts , too , get
"tenue "

that grow progressively

often by

alsoyou getVested interest in .

arterials; bus routes; improvement of Xways ( Furudenda,

chain reaction

by

Homestead act

Mineras exploration
Dams

Wa, use

Utility extensions

Urban annexations

more exc

It might seem

exacting

once one

4

exemption from
over time.

begins, mony follow .

use

min,standards



18. Cumulative factersin boom.
a. " The " Multiplen of(Tegnes...

Expound, usual forms
(A). Graphic

( 13). Algebrai C +[=y; C = a +64; 4 = a +b 4 +I
(c ) . Mutce offixed ratio of 1/ FE

4
Li criticize

C

framed in terms of

-4.
Maker. In the autonomous vble, w.great leverage_we

Mult, assumer idle

liq. capl. is bottleneck. Then fr.in...
allows At which is real.....

Requires we assume that the intent of invector's is
By converting cach inte Pamets.

net addition to capl. I to they set out to

Math...

a tI

5

"A capl., they are frustrated by JC, they try again,etc.
K -ns. put it in terms of an 4 periodic flow of net IN..

That can be manipulated mechanistically. But in terus usuallypresuncted,
makes no sense Requires motive to A acets. 6.If Alov As assets.
destroys this motive..)...

resources, spending

16:47-16d

capl. import

bottleneck. But
is key,



Tues, Dec. 7, 65

1._ Jesterday's big.puch up by_Fed...
Fed...follows inkt. up.

as

What happensif fights it I keeps lo i ?
e.Creates copl.by confiscation_ If
principle, where do we go

confiscats directly

a
Then, cam

b. Refeats

land afu

to avoid,

quire very

influ.,

own

no

i.)._ Capl. flows out

fu. secs.::.) Investors who prefer passive role have nothing to buy bust
no bonds, etc. Even hi i bonds wd, be a rick, which they are seating

Borrowers cannot sell bonds who wd. buy? Wd. 1e-
his is to compensate for influ. &. unwanted risk.

¡¡i) . Historical lesson of Latin America , etc.. Continual

cape. fintu.

purpose by destraging faith in $....

1

scation_. If we accept confiscation
next? Is no need to use influ.,

Besides thosegood reasons, bondholders today have much

politicalpower....Corp. bonds have become more common them
stock, bes. of me. Fax.

1.

Munic. bonds held by rich, bes, deductible

Union pension funds, etc., tend tobe in non-equition.

|
T



2. Why is mkt. I vising ?

Years of slowing recovery of capt.capl. It's
the end of the pipeline. Pipeline gotten too long.

If you double length of pips, keep same civig capt, must
halve flow.

N

Quime

Jumia
have less civej capt.)(since it takes capl. to build thepipe, too, you may

If you try to A inst. by I monetary spending, you

A price of finished goods relative to factors. Thissi.

But

It's not coming out

This Ai should attract ciring capl. to fill the bottleneck.
problem arises when it comuor.

~) Irreversible freezing of capl. a in time-depreiz formes

whose recovery cannorecovery cannot be accelerated.

He needed more...solve.
if all capt. were like tumber or cattle , cel. quickly

Like Wicksell's_wine economy.
capl. so withdrew the 5th ( last) you of wine to
to begin. pay

cycle, while also keeping exciting cycles going...new

you

Hi į does attract new_caply inin that way. Liquidate
timber; mineral (oil in depression, 104 a band .) Except

when you flood nikt, with a feer products, They collapse in
price, so don't recover much this way.

11



11. Rigid programs that continue femmelling capl. into__
durables.

Public_programs-Developmental works,for alread of demand. -Ag cort.
Work relief.p.w.. Emphasis

hence boondoggle.
jii . Cartels

1

Alum. in depression.
Most minerals.

3

1
L.v. the

Lorelei.

on not competing w. put. bus,



Menectury Limits.in Agqug.Output_

Mas bottleneck..
Classics said -11 solves all.

Determinants of V._.

Not so simple.
-SP veeaus

a. Forced dissaering

1. Falling collat, values

Dectivy crator credit ratingsDestroy

d... Period of attrition, antic. further -AP.
Uneven districken. of -SPe.

4



Thurs Jan.6, •66

1. Submit copies of workable idear

2. Further comment on

36,
exam .

4. What do we leam from

¡i.

18 .

Mkt. forces &.full empl.
Missed the message of B -B & W . _slight full of wages

causes large redirection of int. into fields wing much labor
Missed noting how much present unemplant is not the

fault of free unkt., but misolipected regn.
We don't used more govt. best different gove, controls.

war ?

i. It's labor- intensive . Character of demand shifts
The handware is too- rapid obsolescence. Partily bes.

compu, is keenu, mure genuine. Maybe peaceful compu, wd. help peace,to
Replint. demand comercomer along fast

Burt ofopps.1+ opens new inst.
Breaks both lenedes

9. Missed the point
Micro bottlenecks are

War, tough qu : of;
equally banen innot

war

night.c

partial;

spending

liquid capt ? I regard2. -—= war as a

we next week.

new au

spending & capl. spending. Why is was
baven in long run?, & result in shortage of

form of consumption,[requiring very
but that maynotbe

gross

new im .

_little capt, or land as inputs.] Reduces other
of the ellence... Also reduces other net im.

aggregate.

other cous.
But not imv.



ipin cycle.
I. Betting started.

%.
eager for any clev-int, not hold's outfor nich .

2. Cheap xptu (war delayed boom by deplet's cars)

New freeway.

Price contrast, central vs

Peripheral munić.

6.

War 4d numbers who cd frice
Also left gorts able to

3.

War left low reg. xpth rates. Augmented unionranks, truck'sco.s,etc.

Techn. advance. New opps make M morg goods. Developmentalrate.
Ec. of scale in bldg, requing big creas; freedom from mossbacks.

build cheap, but create a community, external ecs.

4. Higher incomes & assets, desire to move to better neighborhood

Not only do you

5 . Antic.
gmil

( This matine

cheap land. Peripheral holden ch

hangers on.
nucleus.

cars.
face roads

2.

as clev.proceedsboom, desire toget jump, attract matching finals
grows stronger in boom, dies in bust) To est nucleus, attract
Crystallize a fluid developmental situation toward yo

of scaleThen achieve ecs

Downtown obsolete, moss-covered, stagnant,wered, stagnant, resincline
Downtown hadstopped subsiding xptn. To outlyers did it, w.free parkigo

Cheap materials7.

2. Techn. advance ; or breaking mapy.
( Gibbons v. Ogden ) ( Canals, rx.,

1945, was

- underdeveloped.

auto)
maybe fearofair dev.mt, others canseared.

& War must hv. broken restr.practives.many

also havebeen continual unspectacular advances in hiway bldg.
Earth-mong much cheaper.

8. The anything may lead, is gurly residences, self- sufficient indlevids, or

small clusters,go conywhere. Rest follows.Hi g pop."A now is in unincorp. areas.
Downtown

un



Xptn cycle, 2

I. Cumulative reinforis feedback phen. That make it a surge rather tham
steady,inderly transition

A. Early stage of boom

This qualify- 1. Scattered settlements require new xptn &c. p.w.

enormousnor for higher use. I & thus keep land cheap). (A inv. in cans
this time) to necessarity overbuild for present inkt. A big surge, I have then overbuilt.(over)- 2. The A inv. → AN..., A buy'spower, all
stimisp.p. To physical gestinpol, dowasa conspects prosper. Long gestation pols,of

add lag of land
where therep.w., but

most settlement today is in unincung. areas !
ore,3. Settlement lags basic gets ahead of them

where they ain't,as A l.v. cancel advantages of big under

Thus stimulates extend's_p.w. (frow in illogical directions.
at several voltage levels, complexpatterns

Tues,
8

areas

over

p Houses w/o semers &

sewersw/ house.
4. Process ofbldg clogsup p.w., creates demand for them. Also demand for bldg

supply create its own demand, self- sustaing. Lag of dev. under present works leadsea. washing.
-1. 5. induced in. to pustig p.w. further out, keeps p.w.busy.

aggreg.inv.,acc·princip. Increas's ret. to a
This often antics coming of basic trunk, e.s. St.Lawrence Seaming.than externalecs.

munic.or metrop mercantiliom . Captingprovinces.Maint's relatin
Island hoppsLike war.

Where thereis only room for one, several want tobe that one.-
When the winner is clear,nace ends, all stop investing, winner settles back to

enjoy spoils.6. "Rising ncourage imv. now. (unstable)~ costs en

7. .Supersession at each ring forces it at next.
4's clemands of xptn.

p.w.
Chinese wall effect)

compl. - includg suppliers,
compet.

position .
grub now, develop later. Get thejump psycho.-parallel vs. e.g. "Trade race"

over

8. CBD, underdeveloped, is in shtrun incr . costs, overcrowded. So losg a

few mgnl customers I workers cloesn't bother them so much as help

centers, (later they may be spurred to reder., realize long run clear.corts)

some elements of incr.ret:
a. More cone. demand allows larger blogs; s.specializon.

cheaper utilitas etc per cap.; stores attract stores, etc.

new

contacts.



hi l.v. slow bldg; encourage more p.w., &Under establ. p.w.,

promote bldg.ihatthere . So keeppushing out.
risz l.v. under them

This is trueof anysmall region, by itself; also ofnational circulation

system viewed as whole,
Pop.very seattered. To serve allpop, must

buildgrid passg by undeveloped lands & cities, too

Holders ofparticular outlying lands w.politicalpull will run hi -voltage

optin lines to their places by -passing interstices. This leave unfilledgaps.

Racing takesformof making town more attractive just in gmal,

aurait unspecified ind-y. In timeofflux, all tend to do it.

Where best sites I routes are underder, new comp.

there rather tham opposite. E.g.

Scattered pop. requires much higher spendingper capforp.ur.

as result of expension

Better xptn meam 4 specializ-n, Aproductiving, Also change-like removing

tariff. Thus a downtown Blu'd will destroy some outly's shoppis; Isome inly's resid.
Thus new inv. opp.

to

-so morein.

stimulates newnew im.
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external ecs
9. Bldg thatdepends

As anyway, tend to overest. their efficacy.
Also, when ikt is credulous enough, responds better, will buy the

affected lands at advancedprices.

11.

10. ASaw, also 4 turnover from old assets that at last can be

unfrozen . Encomages inv. in durables, ample liquid cup. Note that at

(afterafeeder stage when helprit)
get it back to hisunit costs. Hence

Autosus busses e.g. (But is

Thisstage AC provides more liquid cap.,not lus.
growth of kills old,"xpta

change,

13.

new

once under
will

temporary.-
~ 12. Riding liv.

on

Rising l.v.

depends on Ag l.v. When liv. are

way, surges.
get to a replacement basis

-1 liq.pref. Encourage inv. Ease borrowing.

of ventures, encomage inv.guarantee success of ventures, en
thus an unexpected

Sukt. develops,accelerates renseivalofold auss

14. Risi's l.v. suggest more intensive dev. wd. he approp., encourage
heavier inv.s. (also discomage lowen uses, push them fartherout).

14½. Newmethods offinancingprovedI emulated.

15. Higher inc. & l.v. A borrow's power.
15/£/.

16.
Decentralizon requires A inventories to compensatefor slow delivery.

success ofearly ventures encomages others, faint heard, "practical
Object lesson.hand headed types, etc.

17. New epth form clevelops fastect where oldforms nil. E.g. L.A.

This develops an entirely new city, seares others. Establishes
where none before, perhaps superfluous, likeparallel v.r.

18. Establish lines of credit. Facilitates subsequent
point.

a nucleus

borrow'g - up toa



Xpin cycle, 4

II
B. Late boom

1.

over

.2.

3.

choke off bldig. But encourage more p.w.Hi l.v. under p.w.

Even after total Hdz lets clown, p.w. just gett's started.(Fisher)
(us. program today)

Higher level

Others his skimmed cream,
depend

goits get (Also, more come.
ownership)in 18 higher voltage p.w. ?) (Also,

these develop projects that must
son-salable ben, 2dry ben., etc. Broaden fullbase, racise M

them, discourage othersfrom develops- e.g. sell; landathiprice.
pressure, log-roll's forces projects all over, something for

But by taking
Pol.
everyone.

Firstprojects were on cheapland.
4MM. Better lands & routes revive." St.Lawrence; downtown; GrandRapids.

were in areas less favoredby natureI(First developments

1.

Long Island today.
enertia)

5. Upgrade housing, store appeal, etc. Nuclei haig establ.
their dev-mnt w.mass mkt now seek to

selves by hitt's cap

hi -spendis, hi - taxpay's pop. Reserve landforthem.
2. Extravagant hopesof lowering taxes by 4z taxbase.

6. Inv. moves into more

Landprices rise enormously.
Long term E -Z payments

durable things. Esp. distrib. nets. (Freezing up cap)

8. Complements go to antic.
but

fillers)
may

conceal

~put.

coming of builders, create boom,
choke them out! ( cf. 2, where builders chokeout

8½ . Stores etc. getbigger. Because ofscattering, each mustbe more self

contained.
W. auto, theyhave access to morepeople in neighborhood,

the fewer in aggreg. Tham if downtown.



Today the community corp., " Development credit corps", are

By -passingind-y.

Fed. hiwayprogram of

to athrait new

course.

burgeoning

WallSt., problyforce someracingfrom
them.

3½. False booms,
generated

credulous.
replaces fact, etc.

info., often deliberate, to gull
since r.e. mkt so secretive, no sound info, umor

First projects are successful, whereven they are, bes is much underempl.

mobile labor & cap. seckig opps, rush in to complement.
Later projects lack this advantage. Even their own

trouble, & many end to finished.

financing hits
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I
B Late boom (cont.)

x/ 9. Monetary authorities

~~

~

~

(Specie circular; " crime

( 1819 - EngEng

outflow ofM ?)

12.

mentback on gold ; 1893

1921, 7R tightM

Tight M stopssmallinvestors. Doesn't stop big

probly they invest more

on

curbtotry excesses by tightM
crime of 13"- demoneting silver ;

10. Dearer land cuts out mass mbt but encourages "inv."inkt &

snob appeal.- larger lots

Cap.gains from 4.l.v.provide fundsfor this- self-sustains.

11. Highen xptn costs discouragefurther outward thrust, focus inv.
closer cult-n of nearer lands.

Verticalxptn bungeons -apts, offices:

To avoid obsolescence, do nothing

ops

14. Hi l.v. basis of much credit
14 ½ Movement breeds movement - asas

15. tome

13. Skyscrape forests, fight for light & air, too large - each forcesothers up.
Race to thesky.

come

Cleveland's freetrade? Outflowofgold.

to rely
debts, & on: pay

atallones at

to

markets, labor.
Also,new neighborhoods become fashionable style

center ; I more excitingplaces to live.
compensate for errors, cover

others follow the crowd, tobe near

Al.v.

time. Sail close to windpeculation ;

contingencies. In delicate,precariouspositions15t. Successive waves ofinv, in more I'more clerable goods. As co.s
land devmt becomes more attractive.

16. Rising distrit costs – e.g. farm-rable spread.

16£. Highest To 4pop.etc in farthest.
nearer in. Hence greatest scope for

no reservefor

isget surer, stronger; as

-out belts; highest absolute 4
error in remotest belts
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II

16½. Predict "Golden sixties ", grows tideofpop, etc. General optimism.

B Late boom (ant)

17. Newareas, beyondken ofestablished centers ofcollect's info,so

no one known totalsupply, e.g. Scattered, harder to exchange info,
assemble it.

our

18. Bett'sjump, captur'sprovinces , maintis relative position, excelling in

something - such motives landselves to gnal overexpension

Antic. unearned ines, matching iurs, crystalling on you, encomage

such thinking. Also gett's over the hump, to realize es ofscale.

19. Marg &bldg costM , take resources. So clevelop's areas sustain

selves fora time; I slight orig.enor leads to langefinalerror,
like sliced golfball.

20.

22.

Hi l.v. in some areas

great essofscale, theseareas

push people to

absorb

But now

21. Mass builders hadno problemofspecs. Build home, then sell,
compact.

others. There they find
·strand others.many

upper inc. inkt wants individualized for.
own lot.house, buys

Late boom devints probly cloomed tofail: higher costs;

most cap. already cryptallized elsewhere, so hi 1... Both for clevelopers,
I complements

Even the better conceived & located. St. Lawrence ?

23. Vast oversupply of developed, but unimproved land, due to lay. At
several voltage levels.



Higher & late boom,foom, means

ThusEsp.
greater scope for

as services A %.
error.

More

higher tofilles
olds.

leverage from basies,



Unstablepattern,&pattern, can't leveloff. Stopsgo'g up,goesdown.

Hi costs

(Includes scatting)

Restrictivepractises( trying to upgrade nuclei, once mass mkt has est. Them)

Shortage offluid cap.

Apecs turn us you.

surges end.
Debtors saturated. Banks at limit.
Peculation exposed

Increass ret. to durable

Illusions punctured

capi tums vs you.



Xpłu cycle,
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#

of.18

B.Late boom ( concluded)
23t. Cap.gains, allow pay's hip, morecap. gains,

24. Sheepistmess ofdiscreditedprophets ofdoom,

III. Upper Furning pt

25. Developmental projects, depending

so people not dismayed by

(over, "1")

no

a.

other ines, are slow to make

early returns - long lags accepted.

{
Hi costs, realized, overcome antir.of further rises. Thenpartofclemand
disappears, sopricesof outstanding supply drop. Rigid costs, so who buys new stuff?

2. Shortage of fluid cap.
Causes:

C.

d . TightM policy

-45, due to higher liv. Draws funds into muting inventorius , (over)

b. -A disinv., due to lower turnower, congealed assets

Hi costs require

doom, so no one dares knock.
money, is understood,

more M, met limits ofsupply,pushup i
Lessin 18-44 group.~productive age groups.age groups.e. Higher To ofpop. in monf. Mohredemands fromother needs. Must stock & equip new oldisallasty₁.Effects: scattering requires higher inventories. Etc.

a. Reduce inv. in durables. Sell durables_.try to liquidate.
b. Stops the mgul invs ; I that•stops other imvs, depend'sthem Stops hiwap, etc, Iall that induces. Bes. threatens to leave dermals

stranded, half-finished. stopsraces, as one quits so many otherg

c. Stop rise of l.v. Jolts specs, this kills part ofdemand.
Starting downhill,kills more. ( Makes land look much clearer,

d. Banks call loans. shortcredit)

on mass

e. Deprisis effects focussed on regions, areas ofrapid basic cleme

Lose Idayben, hopeof cc.of scale, constre. bus., hurts.
precarious basis of l.v., vast currentf. Calls atten to

Price depends utterly hold's for future
oversupply



toAfter decadeof invests in houses, furniture etc, consumer pay lessrent. So they
cap.,ore. But they aren't. So all inv. in housing is lost

unproductive, I not maintained.
Refine shouldbe saving more. But they

When it begins to peter out, willpeter out altogether . For is

largely self-sustaing, most inv.s presume
that other inus will be made
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III Upper turningpt ( cont.)
even the finalfailures3. Internal devints prick outward bubbles

little inv. cfd to what they destroy. (not thatthe other Kieffcan'tholen inv.well

themselves.They fighe voltage internal cler.ff. low voltage amgalder
earlin

Butas cap. is tiedup in outer projects, the inner ones can'tbe
The nec. cap. is strewn all over the countryside, &irretrievable for
long time, muchofit foreum.far.

4. End surgesofxptn inv. as mkts saturated, merely replace currentstock.
Autos, Note upgrading, Too,

5. Endofupward movement lay bare sims of those who banked on it,

Cruel) St.L. Seaway.
carried very

jolts confidence. Embezzler at theraces. Incl insts, sub.good luckfor
sharp analysis of loans, Insull -claberate system of borrowing to buystock.

6. Jolts lenders, hurts collateral

7. Hi xptn costs, ever highen, reruin outermost clev-mnts. Lown effic.ofall,
scattered about. They go hi bes ofscattered settlement; ICC; -mates; etc.

8. Holden, his hadvision of higher use, won't improvefor lower
A MA

9. Communities, want's higher inc.s, zoneout massind-y to preserve resid values, destroy their base.
10. Specs unload.

entirely. Theyzoneout

Over expanded house buyers craw in horms. (to theone mkt thatzong allows is dead)(oversupplied)
il. Cap.fit has bn. indurg more cup.fontor in several

By A's output from new equipment, requires
b. New distrib.nets clevelop lands adjacent
c. New

a.
wap.

more storage,process ,etc.
mining

cap.cap. requires material which mustbeproduced, thattakes
another step back, etc.andso on

d. Competition, tradenace, to establish central position, achieve

Now all this ceases.
ofscale.

When comp.folds, nace ends, winner stopsrunning too.

as bldg stops, Ip.w.fail to yieldsurpluses as centic, lower other taxes, etc.,
punctures Musions.

ecs
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III Upper turningpt . (cont)

12. End upward mov.

%

13.

movement of l.v., and that incentive to build (Both direct,&
capturing)

hold land, so
downwand move muststart

underused.

they don't get
their capacity,probly. But in sense thelands theypassare

vacant; allmust travel further ... Also, someprobly underused.
4 long distance,

near

14. Constr. factors desert erstwhile Hd'g areas, leave
Theygo back to where p.w. already comple,fromyou .

p.w.

(Note, our distr.nets are not underused in sense

filled

present capacity. P.ll., probly build cheap, low capar. lines

lose muchec.)
15. Hi landprices hv. bn stim new out thursts to cheapland for

stages & levels. Now even this driesup - hil.v, rightM, dear xptu,meals
leaving less NI, hence less pp. to buy developed lands.

16. Skyscapes hv. ruined neauty sites ?

17. Non-basic uses choke out basic, often in antic.
en18. Which comes 1st, do hi costs stop consti; on fluidcap. shortage?

If 1st doesn't come, result is extend xptn further until 20 class.
other.to is onear

sometime,semnal

la sed
19. Developers & communities act, impetely, seeks to attrailto customs, even

Ratchet. Overzone.

asthe hi-class

the not inpys.
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III Upper turningpoint ( concinded) (ont)
20.

~~

24.// 25.

Distrib. nets continue go`s, while fillers stackoff.
21. Debtors saturated

22. Banks reach limits

23. Winners ofraces to achieve uniunique ees ofscale are decided, so race stops,
ins declines, both by winners & losers.

Desillusionment

W. cap.

cheap. subs destroys demandfor everything.

locked up in fixedstuff, can't develop the new.

This accross ak . in article.
canput

26. as new

W.

pattern of layout becomes fixed,

autos,either -bulge is over.

no more demand for

27. Most supply being frompact, small todecline in overall demand

can stop new bldg entirely. So it doesn't take much -AND. to

off all constr.cut

48. When b.v. begin to full in guel, &hoseprojects depending on A.l.v.
will fail fuely, even the well conceived otherwise.

This occurs when developmentalprojects proceed allover,so
pop. & cap.from any other.none can athail

Experience of 1stones in Ag l.v. leads to beliefall will
in boom, isprobly onlooked that newxptn not only allows for decentralig'g

some fm, but also allow for centrating of others, Miscales. wel lead

to bldig many things in wrongplaces -conypd.offlux
errors, old rules

shertage

more

prove false guides.
This waste leads to subsequent cap.

This cap.

means

- newn retrien
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III Upper turningpt. ( cont.)
many hiway

29. People are invests in antic .of Fed Hiway program. But how

can be built by org. thatcan handly,ufund its outstand's clebt now ?

}



// Xptn cycle, aspects .

1. Low costs. Confidence revives.

2. Wave after ware

back toward source .
of higher prices, encourage prod-n faucher 2fenchen

Finally

to far from
more Than need.

get back to nature .

consumer; to

3. Risg costs encourage;

Constr. recommences.

(serve entire area(sewe entire area to serve one.

servepart
(Pol. units large, spause creas over rep, serve whole pol.unit to

hi costs stop. Basic antithesis

own

Even there, oncourage prodin
spec.;

ponderous ; such lays?""finally develop

4. Internal development pricks outward kubble , (Internal der, at higher

voltage, after outer der. has advanced to lower voltage stages. Maybe.)

5. Much demand speculative_based on centis, of ris's demand,
income, either or someone elsis; &/or rising costs ofprod.your

tham on other things, % wiseon caus6. Annual has t'd much moreexp.

Obviously the"I must tape off (othermise eventually spend all
that alone !) The relative A muststop altogether.
(group-mindedness helps acir for surge ofdemand)

ofxptn !a

com

7. Sheepishness over underests.ofpast leads to overests. offuture.

always ready to fight thelastwas.
Late boom, boosters rout knockers.



4

Xpłu cycle, aspects,p.².

8. Grow's cap. offret.•grow's deprec.n, lig. traps.
Growing inc., means growing saw., liq. trap.

Cap.guins, too, not reflected in NI fig Higher depletion allowconces mayher too.
to more mustbe spenty,Iofwhatis spint, kas is inc., more is

cap.xfr .
9. as recentraliz-n ff. on decentral..., surplusxptn faciliter appear.

Brings back to center little As demand for central streets, which

outlyers have to use anyway. Outermost appendages utterlysurplus.
Obsolesis old, deprec, debt-free structures has no illeffects,

early cycle. But obsolsig young, debt-ridden ferciliter is
another matter

10. Lagoflanddoor imp. behind der.
at several levels : nat. trunks, regional, urbem, subdivid.....roomfor extreme errors.

11. Laturation of borrow'spower.

12. Bulge ofcap.fintu, giver way to mere replacement. (I then much isn't

replaced)even

Butwhy a bulge, instead of continuous, incerty movement?

and when
why,

bulge elsewhere ?

say
Fe

auto mkt bulge ends, isn't it replaced by

ideal culture medium, hotbed

the income
13. Protracted, sustained hi landprices, an

to nurture developmentplans for conversion , to realize

that justifin such values.
Values sustained by artif. searcity, collapse

14. Long yeston pdl., coupled w. lag of land use behindp.w., leads to

vast oversupply.



Xpth cycle, aspects, p.3

Master

patter

15. Land & högprices risefaster
lass mkts.

ea .

17.

18.

than

Their p.p. is fed by cupgains

others wastis, &very unstable.

16. Continually chang's techn. &inst. sett's, affects details,butnot

basic forces underlys.
" dev. corps".E.g. no state bonds in some states, to munic , dicte , or " dev.

privilegesfromstate, which borrow.

to sell to upperper cap. inc. to sell to

Or put corps w.
ε.g. caution in subdivids, but extravagance in superhiivays.

Law

Dearer residences will send people back to apts
allow themat least.

of subst-n, always working

refined formof taking in

we

At outermost fringe, inv.procceds apace, needlessly extendig xptn,
commercial bld's, etc.

are

Bubblepricks, discover we
more And assor. cap. improvements.bes contractspop. requires xpth.

Fringe expansion is a mynt, self-sustaing thing, after apt. — requins

cost level, I creates its own, But stop it once,demand at hi cost level, I creates it's wc, I
~generative effect ofinvethere's no reviving it

Then

New boom cam
Erie camal.
create own demand

in cities that

discover we have enough

w.

thrown back on restrictive, overzoned communition.
only start when someone hits off another

aprojectso good I overdure that it needn't/...
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19. Maig costs money

10.

a.
- 1.e. basic mov's, ofpermanent location

It takes resources, clogs up xptn facilities, gives
impression ofgreater need than is. Stimulates over

der. of growing regions
& this extra derm't causer

more dev-mt, etc.

24.

a slight miscale. this has enormous ultimate

Like sendg off long gun shot.ena .
when miss stit ahead.

Truck rate advance , ICC getfign.
Making new devonts unec. (esp. in conjunction w. other risg conti)

run into dear
And old, diffused by landspec.plus cheap xptn,

ea. other, so they underuse hiwap.
xptn, which cuts them offfrom

site is latter ticket
Gambling psych.

over

b.

25.

21. Cities growg in illogical directions, due to

22. Antic. higher usestops imv. in lower

directions, due to meet's Ch.walls.

spop.
Thus antic. linear cities won't develop, as

&

w/o adequate p.w.ets of course, I w/o fuelpower

me .

meem

slice or hook added

23. Basic demandfor hous'sprobly not inc.-elastic; but

har A'd his spend's disprop

Overbuild for luxury mkt late boom. (capgains ?)

To serve scattereds, must serve interstices.

Polix. factors may face

to

ver to instal them.
cheap land-

E.g. Jack Lesi's orchards,

sper. element

it, must serve wholepol.units.



diffused

P.U., too, extend service toimmgul

dense areas.

"areas below cost, makes upfrom

But
underased.

as most pop. diffures, mustraire rates. Sofacilities
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?

26.

21 a

276

21. Tendency of

27 c

28.

Induced in .

29.

competition

complementam

Claim more than

ambitions men to overcommit themselves.
develop: lands, franchius, routes.

Coupled with st.ofuse doctrines, antiv.of base period rations, etc.
you

Thus " To heck w. develops area A That's sewed up. Let's pour

funds into gett's started in area B, before rivals get it. " (over)

Antic .of unearned inc.powerfully abets this kind of thinking.

ofscale, external ecs, "over the humpers
Also, land dev. sits w.

situations - take big ristes to make it.

The matching prine. -attract outside imv., once make self attractive enough.
leaders.

Desire to maintain relative position, hencekup up

This W. mamy

Processof

Also, even

substs, for objective judgement & appraisal.

conch. itself brings many benefits, gives illusion of success.
have + time-pref., enjoy present benefits.doubten may

30. Supersession at each ring takes landfrom
next14

"4

lower stimulatesuse,

Xpth itselfeats up much ofcentral

city, forces people out, As demand for xptn !

31. Growthof lig. sinks rawmaterial costsdue to more depres, higher

smaller % ofpayments arefor income, current prochesction . To inv., esp.,
creat's so much-offset by disim. by sellers.

o
ceases to be in come



Policeman acked women driver what yellow light
red lite's coming !!

means.

Cities push routes, to capture a province, for future
development. War-spec.psychol, combined

Go like Hell,
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32. Falling costs discomage Hdg, paradoxically.

33. Inertia meam slow xptu bldig. then overbld's, ff.by resniciun

reaction .

35.

34. Migration

36.

37.

38.

The outlig takesplace
Restriction then -&perhaps earlin

(But some dev.of better routes, etc., is what pricked bubble)

stof( Hi cost

1941

Jem 1951

to new

CPI

some raw materials, etc., allowed by withhold's better sites,etc.

cumone
Hi go cap. congealed. Means lon rumour.

Referred depres, due to durability, cutches

White elephants, hi go of cup. ceases to be automatically replaced.

Inadequate info

95.5

areau

useful again,& totalsupply excessive.

116.2

on

Overall picture :

Cities seatter, evote xpin boom. Start to consolidateguins

centus, boom collapses.

Teamsters Union

Ruy brotherhood

39. A's spread ofprices between stages, due to dearer

Food,retail Food,Wholesale

100.0

submgnlrouts,forpol. reasons etc.

is to withlidld betterroutes.

flows, then ebbs. to cap. in old areas becomes

Wholesale
96.4

110.7

95.9

112.8

up

89.3

es.

nea

xpta.
Motor vehicles,whoboak

1950 106.7

134.3



X'ptn cycle aspects, p. 7

40. As prop.of debt isfor autos.

41. be in shtrun incr. costs,
Downtown, while underdeveloped, may

(which some mistake for longrund). When outlying dev-mnts 1st

thresten drain off trade they feel. pain. But Also, others

underest. downtown's potential. But when basic position threatened,
downtown retaliates, acts together rakefright.

starts getts

Inertia-firms locate nean otherforms, to interact. Once basic central position is threatened

When clowntown

One aspect is quality ofcustomers.
The stiff. w thein external disecs, it mutact.

be langely just a bottleneck, like
Downtown's trouble may

plig, easily remedied. As mopies, mayfail to exploit en ofsuberisxptu

I stellsurvive.But when forced toby freeptig of compon, whoosh.

42. A l.v. stimulates bldg that dependson external ecs.;

to
43. A lov. stim. spec. home-buy's (simal stim. hld'svacent, so

unstable, collapsible. (After 29, GrandRapids, lotsused
such demand very

44. Inv. in cars was big thing in xptu boom. It has qualified

for urban dev-mt,

45. Xpłn to be
Also ber firms locate near otherfirms, inertia (one)

a surge, unsteady, irregular, lumpy, wave, splunge

few scattered houses must make service

available to interstitial lands. Nec. over build, oversupply onkt.
bis to serve a

Ea. Am. finly equippedanything
utilize tremendous areas.device to

surge, no more new.for longtime.

46. Relocation of hishauts as big a factor in booman

means new xptu w/o destroy's
leave public xpth undermeed)

im. is

en ; Lv.v.

apt

Iss as true of centos cas

w . the xpłn
afar the

explade)
per cap.declined)

ified vast new areasvast

no.s.Auf
old. (except autos c can move too, but they

This



few big leaders mone, new centers get started,When inertia overcome, a

over hump, is a surge ofmoving.
Band

wagon psych, stampede, also involved. Man is social animal.



=

Xpłu cycle aspecto

49.

Basic

48 .

under

49.

50.

p..

Decr. costs in public xptu mean auto growth augmented itself,
(also, it ruined much surfacexptu by congest's roads)way.

52.

A l.v., affects lig.pref.

of all double sime '50, say from
$606/yr !!

as inc. As, eve

As l.v.
everyone's

51. Risig distribwits as

Ordu of magnitude

tho

disaste, finzio
in ignominious disaster.

enormous.

W. so cumulativefactors feed's the upswing, we can
many

do damn fool things under theirprotective umbrella, stillgetby.

This create fabuburenon, suffer on downswing.

city explodes. Lesseffic. cities.

inv.

300 $oob,to $6006,

borrow'spower As, this As in.

53. L.v. rise, choke off opps.
mois ajump ahead of risig prices

to develop & inhabit next ring out.

them, coupled
other risg costs.

level when they decline enough

new era, as
Congestion & explosion. Neither is novel. Carehas talk of

To look back is tosee it is also to see mort

happened before. Has, wave after wowe; each waveyouthis had never happened before. Has,
bas broken he created only to crash igneminivust; spectacularly

3006 in 5 yrs

Has been

&

opp.

continual outward push, developers

busfrompasig craffic morg bygett's

But finally rissp get ahead of

Some opps remain at current inc.
to stari cumul. clowntum, + hen all day up.

buy costly land, loveand entreps, ridden w. debt they assumed to

credit standig for
to come.yrs

engin
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54. cheap xptn allows investors to escape costly land, city explodes, inclining

Then A xpta cost forces back toward center. They relucianityy do so, but
circles!

soon bid remaining lands outofsight. Collapse

Also, inner lands absorb less im.
anyway,

55. Suburban munic. incorp. uncleveloped land, overzone it, thusspec.on
grandscale, prevent "premature " "low -class " dev-mt

for rich. (who are desirable the not only topay taxes,but

56.

entire area

votenight)
Communities competing to set a

than thereare nich.

breeds collapse.

"hi tone", lay
They encourage

more crapsfor rich

keephi landprices to

reserve

peasants

Desire to avoid obsolescence inhibits olev., after pdl.of rapid flex I
many object lessons.

57. In a forestof skyscrapers, extra premium on being the tallest

flight resource. Here it is prestige, light l'air &view.Like miningmining a
Leads to overdevelop

...-
58. Saturate debtors and even const. connual 1 becomessmaller To A.

59. Unstable parador: all costs risiz, shd stim.
#matt langer houses .

butget

60. Inability to discrim, among qualities of land. So

fancyprices for outly's lots. But thereare evom

in view of quality . so partofrealrise concealed.

out

pay
femeier
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61. Landprices rise under cover

Thus Theyrise

62. Constr.people antic growth ofurbem base (e.g.from 5th. Reaway)
clemend they

move to meet it, I their movement creates the clemend

antic , temp- ly. Non basic ind-ups, too, may contic. basic. -I
choke themout

63. Endig 7HA means greater disparity, frustrated lenders buyland.
64. Costlier land shd mean smaller lots, smaller houses. But

dearer land is due to antic.of future 4, & appeals to invertors, to can

make lots bigger, house too, appeal to diff. kind of buyer,spec,

Thus upgrade haig, I sell to unstable mket, who buy less & lessfor

immed need, more as im. forfuture

boomgues.
~of long term lowms, lower monthlypayments.

cheap credit, & when that gues,gues, boom

65.

Shortage of

liquid cap.
funds triggen
liquidity
panic

I.P.

com'tofWhat finally triggersoffdownturm ? Probly this: disprop

forms. A cona demand, I loss
cap. congrated in fixed, low tumovn

inventories, make for hi inn opp. there. But the M not available

is sunk in long term inv..& consumers won't save much, so

topeople sell durable inv.s
upsurge of sht tm i. toget

This starts them down - I specs tata fright,sht tm money.
unload.

This contradicts someofmy other hypotheers:a. That productive
b. That amort-n charges pileup

inv. opps disappear, aspeople buy landinv.
I overwhelm new inv.
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65 (cont.)

Expand hyp.
opps, ever

collapses all.
im. hyp. Cap.is congealed, but invs being so complementary, have vastnew

expanding. This forcesup i, which killsoff l.v., which

This new outly's require basic

create niches for many new houses.
have what no ones you

so here

houses & basic p.w., whenp.w.; come,
Add this to inventory shortage,

feresow, a shortage offluid capital

have houses w/o p.w; & there have p.w. w/o houses; Iyou

no way to bring together, to provide both with theirherom,
free spending

Also, rise of l.v. discourager sav., →

1 & up, despite all.

por

What of hyp. that higher lev.cutoffoff wor

1 there is no limit to how much land

Trouble w. the land hypp,

answer is,
new xptn, socan create byyou

hi l.v. simply stimulate new land dev., I all the im. opp. in them.
is mechanical reason why it shdgoup

other hand, ff. very plausibly, ICap. shortage,

I is very plausible that no one

on cons.

an

consti ? Maybe

•complements.

shd foresee it.

65. Hi Landprices necessitate higher loans, to buy &'build; this rightens

whichpullsplug, starts l.v. down.money;

07. Successofearlyventures, object lesson, stimulates many,many morefaint hearts: Bridgewater Canal, Eng, 1765 ; Lancaster Tumpike, Pa, to1794 ; Erie, 1825 ( Gibben v Ogelen, 1824) ; 1.C. grant, 1850; etc.
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that ·xptu will love
68. Extravagant hopes by

A'd incomesperhaps, or, w. munic.,From talls, taxes;
their taxes. gus

A prop. add this to pressureof direct benefics, & swing balamur.
taxes.

current taxpayers

or

69. Techn. advance; in breakiz mapy, may start it ( Sibbens v. Ogday)

70. Newform ofxpth atfirst stimulates old, feedsit. -e... autos bring

passengers to stations. Then competes.

11. Newxptu form develops fastest in unsettledareas -acquire land

cheap, fewer competitors & mossbacks to hamper. chaston

Or where existsxptn notsogood. Thus Borton, Balty/pioneed there.

while Pa. pioneered the superhimay, LA the automotive city .

1.e. not

behave inpitely
12. sesire to attract hi- class customers makes lessons, munic

ratchety. Thus rigid p in depress.
compete pricevise, act ratchety,

13. Subdir-n activitypeaked later than consta,pastcycles.( Fisher)
Hdg Iperhaps subelividig two(Today, hiwaysjustjoom's up, as lag)

XX14. Still rely on simple expl.ofupper ruinigpt:

cand price rises, chokes im., ends demand, spirals clown.
·bos ofThings

cause upper trgpt.
15. Thereare many things thatmight

Problem is really cum. factors. Bes something is boundto

give usa strong downward thrust sometime
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76. Early boom, people establish their lines of credit. This

going into debe a little bit facilitates later borrow's,(probly

longer term)

17.

78.

one. landhlegs, more overallorg, hence more inv. designed to

develop it.

Lateboom, more conc.
create external ecs. E.g. r.r. owns big area, pushes line out to

also, big, self-contained dev-mnts, create their own "external"ecs. internally

also more Ihighly org.pol. units, e.g. overall 2.D.s, to face bigger things, &

justify by captung offsite ben. from all over..

no dev-mt.
Late boom, builders of germinal facilities try to collect

offsite ben on new lands. Probly ask too much, get

But by broading reperyment base have easedface, get enormous

projects.

79. "Developmental"projects. Do not makeM at first,butattent custom,

compl. invs, thensemout.
way.MA All invs are a But new shopp's centers, industrial

districts, synthetic cities, is longer lag, & more dependence on compl.

imvs by others.

little this



E , 302.

Manccelaitin's

In U.S.__accts we do not include "repain I menthe " with capt.
goods produ.

Only prode,of new capt- goods is called invertiment.



Macro

If thereis a constant or rising capt : inc, ratis,

people requins more streetsets. besaving meat requirite to

mure affluent

my sincome,
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k = V₁Vy

M
P

2)_̂-_-_

k-y

k

cy + L

3) k.Y = cf.eh.

va. y.

itself.

Demand for M =_supply ofM.
-Demand & y

(1 ) tells us

We drew it from
can never gofrom that to conclusion thatI

( 2) tells us that
V d =1]

( Proceeding by rote)..

that I & V

It givesIt tells us

of M. both

inveue to we have not proven. that.
(₁) . Fact is, in MVZPT, causation is from left to right. to

demand for M.& 4. [From that we infer that

( 2) dass not tell us the mechanisme whereby S&D for
We woust reason outside the in

1

i.e. transaction demand_

1

or maybe lower P.of feeturn ( higher is ), a_lower J.
(3) shows the danger of mechanically following routine.

math methods w/o day undentauding,
causative = hs , & is not consationIt combiner 2. non2- non - cœusative is, & .

no relevant info. not already in ( 1)
that since the demand for M.If the we

But it domit4; they...wust = eache,other.
p

M. are equated.
Excon demand menus lower.P
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say how.they get tobe
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Tues., Jan, 4

I...Honesty.
II . Comments on

!...Tenible
2

6.

a

III . Fear

on Exams

T'
Max_a__ by having__ _g₁__= _I'__= Tita
Bes.

Not bad

T= ..C, ( (tist + s (c +i)" -S. = (Cts) (1+i) t - s
t

So T₁ = CC + s)(t.ti) * i_____= (T. t.s) i = _Tita

c .

bogeys
Resources ok

Peace ok
Machines ok

Real problems

"

au :
a.
b . OverOver

Fear of goods & prody.I compr . & people. Applying micro, tomacro,

investment in fecture...
inflation..Over reliance an

IV Due: Copy of

I. Ackley

your
deas

-as

1

panacea

workable measures & proposals



Pop.A
1810-20

30-40

50-60
70-80

90-1900

1920-30
40-50
50-60

3390

33

36

30

21

16

14

2090



2-8-65, Ec. 302

[1. Correct self on FNP & N. 1. , & transfer peugments]

Surveyof Major Cycles

1. Ayres chant. "Indl.prochu ." Departures from trend.
Keyyears.
Rough only

2. House-bldg - Matthews. p. 99

Note growing amplitude

yr. cycles

Not reperate - tied to other cycles

20. ye.

Appen.Beexpr .

y reasonsfor cycle ampl.
of Long gestation coberal principle.

Referabilityofrepline. (W) Effect of i. Very smaiting to EAE.a) Dinability & acen.prime. ( capt, stock adj.prince.) Applicn.ofleverage

6) sensitive

Loverage in nequel, acean?

Sambling

Racing

c) Ebb&flow of migin. ton ebb, less needed (offectofU.S.pol. in ¹247)

d) Encouraged by A b.v.; to halted by hi l.v.; mkt. glutted by intemcifion.;

prody.Irates walked by-sl.v.
e) Herd -like behavior of credit -follow the crowd,for collateral security

f) We un oust of capital?may

g) Devent.of land I.p.u. in big chunks -(notjust asmult, but cause)

h) Falie demand from conston,people
Political factors in territorial expension. E.g.ofwtr.supply of SI.LL.G.

i) In a slump. effectives supplyto be peoplewilling tome
poorer supply

j) Bldg. is "laber-intensins, so excess capacity can disappear.

4) Rent rigidity, resulting lags
1) Poor niks info

m) Internal cumulatiusFendencies ·sorial effect. Abeundand accus

deteriorate socially, to migration spurs migration

n) Land devent gets aheadof hay- acceleration again.

$226 rodag, 2-3% , "Tax lag "
o) Taxes vary
p) Cost-push : artificialsancityofland: realcurtageofcapital;

Longperiod ofcycle lets therebe institutionalized unions, codes,etc.



c

of quar.. we draw down durable capital, muust replace afterwords

p) Previous influ. wiped out debt, raised credit rats of

bernoces, both purt. I munic.

3. Ast class- where arewe now in houte_bldg. cycle ?

Current rightening of credit. 10-65, suddenly read about it everywhere,
World shortage of lig. capt. ( the only kind you can lead or invest.) Underderd.
countries left half.finished projects- 1.2. big dans w/o complements, w/o
put. land Levent. Banker in U.S. pruning lists of"prieme borrower . C.D. compe,for

4. How fit into macro ? funds. Etc.

Matthews : What shd.we leam & retain ?

Chap. XII. Periodicity; majer I mine cycles.

A.

B.B. p.225

Imptuce of

Impluce of supply of liquid capl., per in

I. Fishen denied cycles excit . Fisher as a prophet

Matthews shows some excessive need for formation -models

1.208 classifin slumps. 20 y₁. cycle, one missing bus,of

Coincider w.w.w. I. bldg.cycle,

m.e.c.

U.S. is most a

dominate.

t closed economy,

2

hence shows endogumia

cycle in percct form

(Hence inclevance of much Keynesi

he i as due to concerted effort to avoid support the I; his bête noir was the q.g.)
wave. bldg.cycles,

U.S. & by. are much alike", Long

(and territorial expansion ; continental & cuben)

'an amal, to U.S. )( K. interped.



Hait Annals

cu . II Key

A

c.

√√√

Facts

Time series output,prices.
A. Alleges yprice & outpul move together, except in agric.

(He's wrong, abig difference from
B.] No price level drop after W.W.I

Aboup 1812, Civit, & wwt.

of capl. is key

p. 284 - Durable good, biz sourceof instability. (to availability

is dominated by cument

key toto cycles. Softgoods outpect is dominates

demand,& it holdsup. Hand goods clominated by availabilityof

:al) or investment demand.) (Or demand for exchange.

capit
[This is not same as net I; rather, has todo w. character ofgrossinv.]

the future)

v.285 Eto effects require fucture fluctus_ is vaquean to

reasons why. Maybe damped.

p.287. Ma
D]

as
± & Man cause. ( Maybeit was i, instead)

290, note bigp.

E.]See

65
bad times 1872-93.

prosperity. (came or

capital.
p. 293, sounds as the failure of M togroufailure of M to grow accounted for

But,p. 262-3, goodyrs.are 1880-83, 186-193,
Wholesale p

nem to a sustainedprosperity!wan

3

effect ?) p.$291, leaus to

big Ai, 1893; p. 288, 1873. Shortage of liquid

and 1880-93

fell from 100 to 70,
G , om p.4on

see E, p.4

,mure correct(over)

"Hart, like Friedman emphasizes M ; Keynes emphs. V; Wicksell

emphasizes Ti cost-push emphs. P.

The
WePores issueve know thathy ofit chokeroff boom . Key qu. is, is itdue

tight monetarypolicy? Or real shortage ofcapital ? ( If you

allow easy M in shortage, get influ.; +hus, are
face of real

fo

freedom of wan, pol.)
cap.

limitson

1880-96. - p. 290.
V.



to say he regards M & V as complainant.

other factors.)

SO spending is determined entively by

.



G] 296-97. Skeptical of cons.
a) series show

1 agree. Cap. gains,

hi a go of inc. saved in 136-37 as

late 1205, hi consum debt

fr, idea, &Keyper law.

we save more.
I wd, interpret

But maybe cons. lags income - which K. wd. interpret

as the cap.furty, nery, to allow growth,

6) We don't know what savings are.
principle ofever.Leverage

New Morgenstern book,
-E64

E.] Hart is a

com reliability of date.
alternating impressions from reading thepropers.

Interp. of neg. saving cons. debt.

monmonetary theorist.

We all can see hi i chokes off boom. But how

M

V

in 1205 .

iKeynes. Hi į choker off in .

environment it was

dubious if

as a lid on growth, I

igured assurrall resident.

Hart, Friedman, Patman Bauben restrict M.

i
Is hard put to explain his į endogenously. In his

impored by effort to support I.

Wicksell.
shortage of liq. capt.

4

regard M & V
K -us, wd. not accept this pigeonhole. They requid Mer

as infly. malleable & complaisant, so 5 & I decisions prevail,
cost push. Natural factor rise, requiresP

more real capt., a M, toface
produ .

T Replacement demand slackem ben,of hyper longevity.


