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Landspec. & cap. formation.

Can we condemn land speculation as a raduxer za£x azt tx txfaxatix £x zł zda xatx thinkxsaz al ternative investment that
raises interest rate by competing for funds ? No , because if
a rise is generally anticipated it will occur immediately ,
and no more funds will go into it .

We cannot say , that is , that because land values are
expected to rise no productive investment will occur forrates smaller than the expected rise . At least we cannot
look upon this as having any determinant effect . For thereis no cost of production , there are only future yields , andthese will be capitalized at whatever rates are determined
by the differences between production costs and sale valuesof real capital . There is no " natural " level of land values
between which and the anticipated level we get a xuxhing zúµ
¤ĹXZXZµÆXX gap that sucks in capital . Only where opinionsor personal circumstances differ will sellers and buyersnot calculate the same present value from given expectationsof yield and alternatives .

However we do get particular times when land speculation
sucks capital from productive uses . Suppose the man whosells the land turns around and buys more land , etc ; inother words , there is a net increase in land purchases .
But the same thing could happen with stock spec .

The fact that land value s rave risen does not prove thatthere has been a net increase in land purchases over
could rise with few or no purchases .e time . They

yWhenever is expected to rise which means , for land
speculator , that costs will fall and he will know knew waysto use la nd so as to increase revenue and i is low now ,
so you have no alternatives for capital anyway you will
hold land idle . Now this is fine , and it is economic al , butit causes unemployment , which is a politic al menace . Unemploymentis not a waste if the men have to be paid more than they are
worth , all things considered . Of course if anticipations are
wrong , then it is a waste , or may be .

Now men prefer a socie ty in which they do not have to
work for very low wages , in case that should become
economic al . They bleat about " in oluntary unemployment " .
People , in their general stubborn- ness , especially as
monopolists , land speculators , etc , maintain very high
holdout prices sometimes , in particular national psychological
spells , throw in some silly politics and capital confiscation ,
and , since what is economic is just a matter of individual
opinions , which may be wrong en masse , make unemployme nt
econ amic . Because it always seems economic to wait until the
other fellow gives up the ghost first . But if the other fellow
goes to Washington and gets a general pe nsion , etc , everybody
can hold out a while longer and Washing ton may be subsidizing
them all at once , usually at the expense of those who are not
holding out .

So I would conc lude , generally , that the so - called unemploy
ment problem would be solved by taxing land and people whether
they produce or not ; and not taxing capital to encourage its
formation . But it should be emphasized that these taxes
are not really changing the economics of things at all ; they
are just a reminder not to be stubborn . That if you persist in
foregoing your opportunities and bargaining seferely and by
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excessive holding out , you will get clipped .
A good doee of inflation now and then is healthy , too .
Rewriting first sentence below space , previous page : when itis expected that y- 6 , y- 7 , etc , will be higher than otherwiseif y- l to y- 5 are foregone on basis of present costs and

knowledge , la nd speculator will wait. He will wait out labor
and investors and customers , that is , expecting them to bid
more later . He may also expect a high er use to come along ,etc , but let us recognize that much land speculation is
based on bargaining : sometimes monopolistic , mare usually
awaiting general ec . developments . --for wages and materialscosts to fall , or customers to offer more . And of course the
various monopolies holding out against each other and thegeneral public is involved , for each one of them knows that by
holding out he has some effect in making others soften up ,
tho individual land speculator knows no such thing .

So , tho unemployment is " economic " in depression , it is only.
so if we accept certain existing institutions that we needn't
except . There are two general approaches to the problem:
subsidize unemployment , to make them happy ; or penalize
holding out.

I lean to the latter , but former has its points too . In
fact , since at times unemployment is economic , it seems
only wise to give people some kind of universal propertyinterest .

The difficulty is , if we ever mus ter political strengthto confiscate land , we will have also mustered strength to
confiscate everything the rich have . And this will be the
end of civilization .

Perhaps we can make people show more discrimination ? Judging
from those I have known , I doubt it . I suggest just loweringall hps by all methods , including taxing land , that areavailable . Give people a vested interest in the system by
high wages , and opportunities to accumulate capital .

1 The main thing that should be changed is to get away from the
widespread belief that govt should help people maintain high
hps . Of course at present this reflects the way people feel . They
would rather have it that way . The y show no foresight about the
national debt , cap . accumulation , production , etc. So all I can
do is tell people I disagree with their attitudes , and think
they show little foresight . But most of them don't care about
Foresight anyway , thanyway , that is one of theirof their attitudes , they live onlyfor the present . This , incidentally , is a mark of decayingcivilization . But they don't care . Live on capital and natural
resources , soak the rich , breed profusely and let ' em starve : is
this the inevitable outcome of democracy ? By which I mean
any system that lets laboring men have a say in government ?
Maybe Jefferson was right , only a natim of small farmers
can keep democracy and progress . Or maybe we can educate them .
Non- democracy being even worse , perhaps that is what we must
try . Damn troub le is , they prefer things this way !
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5 Well , suppose a pulse of dI , some of it is cancelled by
disinv . from inventories . Is it then from the net dI that mult . is

{ supposed to proceed ? No , for the disinv. from iventories is thought
to be just temporary , and automatic replacement will fill them up ,
new inv . opp . being created . y criticism is that this process
shoul be made more explicit . And , bein ; made explicit , equimarginal
effects on other vbles brought into picture : c.b. desires ; effect of
higher i.r. causing permanently lower inventories ; higher inv . opp .
causing more saving ; etc.
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You might say that when we go thru an inv . boom , there will be a
reaction to it , a refraining from saving . If , during boom , we
profligately misinvest capital , when the reaction comes we will
be w/o nec . circulating capital .

Contrast o construction & other forms of cap . formation strong
pt . in explaining cycle , & role of land . High antic . of future
means high i.r. , low l.v. , combination makes construction . When
construction falls suddenly , cumulatively , we still get otherkinds of inv . Much that is called cons . in depression is reallyinv : cars are made then to last longer cf. 30s cars with
postwar stuff , or typewriters , houses , anything : built to get the
maximum immediate consumables from the minin available capital , not
waste it on far future . But in 30s , tho i.r.tho i.r. so low , & getting all
kinds of inv . as result , couldn ' . get long term construction inv .
High land values involved .

A G

Whether - causes more or less inv . depends partly on whatcaused the/-dc . Can't just talk of it in abstract . If desire to
dc.b. , will reduce inv . If desire to invest , will increase inv .
The caused by my proposal to reduce non- cap . assets will cause
more inv .

B



ita U re ,When production is for cons . ermed . gets his resaleine. in near future . But on other stuff , not for years . Thisreleases m to spend on hired resources . immediately. Bor over time, → AT, needmoreM



1

dm , even at intermed . position , need not increase cap . formation .

Suppose it raised resource prices , w/o increasing production ; and

then , next pd . , caused more consumption , reducing inventories .

Which suggests must be careful about def . of Y , in Y-C . Probly

slide over this in article , but be carefl to include intermediary's

incomes too , so if their gap falls , it doesn't mean income has risen .
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As i see it now , it will be very hard to get away from fact
that primary effect of reducing assets is to make peopl
more , consume less . ( also have lower hps as labor & land , thus
increase cap . yields that way ) . To avoid head on collision
with those who must see thing as investing more , must find
arguments on that , that this will increase gross investing .
It would reduce "financial " T , thus freeing m for real
investing . Would make people use assets more to get income ,
which means investing . Would unbalance asset portfolios ,
by reducing the non - liquid types .

WI

On 2d thought , today the worry is over inflation , can
stress the saving aspects all you want . But throw in other
to show is on Entỏod , too .

ZI
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Saving may be regarded as a demand for securitys , as the m
is a security , an investment , an asset . If intermediaires
expect little C this pd . , this doesn't discourage them from
gross investing . But they change their type of demand for
more durable capital (which doesn't nec . reduce inventories ,
just builds up othe capital ) .

Who comes into possession of the new capital ? Not the
intermediaries as such -- they have converted their cash into
solid capital , but they also have the cash back again , since
net savers are intermediaries , & so , even without explicit sale
of securities , net savers have become capital owners , thru
taking direct title to the new capital .

So there is no lack of demand in money for final products ,
just because consumption declines . Consumption could be zero
and still production continue at same rate , just as long as
resources were willing to produce for the sake of accumulating
capital .

In K , saving process , which poses few problems , is identified
erroneously with desire to increase c.b. Latter does create
problems ; in small part thru net sav . , mainly thru disinvest
ment .

oversor.'
Only trouble from high sav . comes when is a sudden ,

unexpected fall in sav . , rise in pc . Quickly draining off
shot . tm . cap , cumulating downwards , etc. onlyin thissence is'overver.' aproblem.

Thus oversaving is part of the problem , but more in Hayek's
than K's sense . It makes the capital supply inflexible , unable
to meet sudden changes in situation . Which sudden changes are
brought about by other associated forces .

If you have dim . ret . to cap . , result of all this cap .
acc . will sooneror later be to make people try to hold their
assets more as money (& land ) ( &: consume more ) , V & reinvestment
will decline .

But is nothing inevitable about this dim . ret . Returns to
cap . can be increased at any time by reduced costs of other
resources . They can reduce their real costs at no net sacrifice ,
because fact of cap . accumulation has already increased these
returns , so it is just a matter of not increasing their costs.
as fast as otherwise . This will keep investor's gap up . Ther ..
is thus no limit to how much capital can be invested w/o dim .
returns , except the willingness of resources to work . ( gross
social maladjustments ) Dim . ret . to cap . not an ec . necessity ,
but a fact of particular price constellation , can be changed .



4a ( Incidentally , "oversaving " is a problem only as it freezesmuch cap . , then when suddenly is less saving , crisis )
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weget unempl. than failure to save solution is 1 turnoverof
existing cay. Highergapin the cm. capuses, encomnagedby higher com, does this -

less demand for long term.aswell as

to

When we

Trouble comer when, in timeof hi Ş inventoriesare acactually reduced

Thenis shortage,&slow readjusement.creare solid capital.
help

When intermediaries invest in shortlived things , tey sell them
soon , and then have m to reinvest . If longlived capital , t.ey don't
sell tem soon , can't reinvest . In real terms it is clear , reinvest
ment is reduced .

But what becomes of the M? If it is saved , to correspond to the
cap . creation , no problem . It goes to intermediary position via
savings , is spent again on resources , just as tho it had
to intermed . position by being spent for cons . goods .

gotten
Problem is when intermed . overestimate what net inc . receivers

will save . ( or rather , as they don't figure in those terms , when they
invest in long term capital when demand is for more immediate
consumption ) . Then no saving corresponds to the new capital .
So inventories are reduced , and retail prices rise . But this does not
increase what is available to spend for reinvestment , for much of
the gain is net income to inventory holders ( they may figure it is
non -recurring , too , not be stimulated to reinvest ) . Ifpeople are
consuming net income , that also goes for gains to inventory holders .
So we get a net decline of reinvestment , gross inv .

Higher goods prices will also encourage consumers holding onto m ,
but not encourage reinvestment . Fall of i.r. raises 1.v. , so that
resource price rises , discouraging taxtxzindza£xżnxx much production.
construction .

(As inv . opp . fall , paying debts becomes a more profitable form
of investment than others , hence dM gives way to -dM with a double
effect . raying debts , incidentally , increases assets w/o increasing
real capital , is net bad . To be sure , it reduces assets of those
who would have held the m , but they can hold the... in other forms , and
fall of M overshadows that )

This is rather confused , but it strongly suggests how lengthening
structure of production beyond what savers want reduces gross inv .
It gives a social explanation of what is clear for individual : if he
invests in long term cap . , he cannot reinvest as quickly as otherwise .
So will be less sht . tm . cap . to carry current products .
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A stock mkt . crash is goin to reduce a liq . substitute , cause
scramble for M , reduce conversion .

In real terms , is no need for cons . to have continual production .
Intermediary gives resources consumables if they want them ; if not ,
he gives claims on product , and makes product a durable capital .
As long as people are willing to work for under this condition , will
have full empl . To keep of his gap , he may have to lower rewards
to resources a little ; but they will rise as compl . capital created .

goods , no problem when theyIf he pays them m , instead of
They buy securities from him , for title , he has m to pay them .

Problem is when people wish to take title in form of m , rather
than securities . For this , print the m for them not to allow
cap . creation , which occurs anyway , but to allow further production .

When no cons . , is less conversion because bus . lacks cash to
reinvest , not because they don't want to . If they count on banks
for it , & they fold , same story .

save .

(Note , & acquire some , data showing sav doesn't vary with inc . )



8 When no chan .es are occurring , in Y , S & I are identical . When
I change occurs , if C is const . & I increases , this is distinguishable

from when Y const . & C falls . This distinction ssumes importance
when we think in terms of gross inv . creating employment ( or , less

For an increase of netcorrectly , in K. aggreggate demand terms ) .

1
inv . caused by reduced cons . is not an increase of gross inv .; while
the other kind is . However the best way to describe this is not thru

1 contrasting changes in net sav . & inv . That is just a court sy to a
past terminology sinul . terms , if get increased inv . while
C is conat . , isn't correct to say in this case " the initiative" in
increasing Y- C comes from , contrasted to other dase where it
comes from\ -dc . For in either instance , it took initiative for
net investors to intest over consumption .

1

(

1
I

5

dd (Y- C ) may come as dy , or -dc . If as dy , can say initiative.
that increased both S & X I was dI ; v.v. if -dc . This doesn't lessen
identity of S & I , based on consistent use of flow concepts .

●

Don't stress this terminolocal dispute . For those who wish i
can talk that\way , observe in fthter But for me , drop S & I as

&separate concepts . Just talk of S , stress that it creates capital ,
mention it is identical to I ; and that cross I is important .

&

I would like to encourage picture of ross inv . as sometin , pretty
independent of current consumption . Hence I'm wrong to say it takes justIt takes moreas muc initiative for dI whenfalls , as when I rises .
when I rises , for sure , for this is increasing gross inv .

Net I is identical with S ; but gross I is not , & should be
treated independently . Meaningless to distinguish rise of net I from
net S ; but meaningful to consider at all times both what is happeneing
to gross & net I.

(K's impasse might be described ; we must continually destroy
ca. by consuming it to keep up inv . , or we will be unemployed , and
being so , unable to consume the ca must wait til it wears out )
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A(Y -C) or -A, dependingon pointof injection, I reception.AM may

samewith -AM, dependingon pr.ofejection.

cause

intermed: -A(Y-C), contributes to cap.

justbefore this -An fromner sav. A[Y-C), helpedIn crisis -AM from
shorrage. While

wrong anticipation.
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Wiping out bonds by infl , are not increasing the assets that MIIIGT

be bought ; for , as the basic asset gains value , the bond loses it .
So aren't throwing assets on mkt that way .

But possibly are increasing assets that ARE In FACT offered for

AM held Infl . wipes out bonds , other M substitutes ; thus making people wish
byintermed to increase_c.b . Thus d makes a home for itself . Liquid assets having
to re-balabeen reduced , people are witřiqxxża anxious to increase their liquidity

which they do by turning assets into cash . Further reason why dM held
liquids by intermeds .
solidassets.

Hayeh

I

1

f

Robertson
Fellner.

{

↑

A

*

sale .

Intermed.
holdAM

by A their
MOTY

Hayek's fced svng idea is that dM competes for "goods & services " ,
lumping the two indiscriminately . Mine is that di competes for
services , not goods

Two errors in him :
roughly .

a , that dM takes from current factors ; b , thatit creates capital . These are really the same , for if it did take from
them it would create capital . Fact is , it takes from intermeds .

In this , is no force . Force enters where dP , M holders exploited .
But they not explted to create cap ; but to rew'd current producers .
Cap creation , Y-C , another question .

If onc held above error about forced saving , one would be thinking
imprecisely . Accordingly , can expect imprecision in derived ideas . So
accept the vague idea about when dii is not forced : when people want to
save anyway . But if thay -dP due to increased productivity , this no
indication people want to save , dM is still forced saving , for consumers
should command all the extra goods .

Their idea : if people have voluntarily reduced their cons . , then
making them hold dM is ok , just a means of investing . But if they haven't ,
then they are forced to invest they have no concept of dM held by
intermeds ( related to later overstress of net inc . position , ignoring
intermed . position , by Keynes etc ) This vaguely related , in addition ,
to idea of exploiting M holders which is only real truth in it .

Forced saving people think if intermed . takes in d , it is as
inc . receiver because he gets windfall incomes . Keynes thinks same .
They see intermed . mopping up dM because his inc . rises , not because
he disinvests . They see a windfall inc . which is saved , some do .
I suspect supply of investment more i elastic than other resources ,
windfalls go elsewhere -- are spreak around . & result from exploiting
M holders , not as windfall to just investors might be from exploiting
one hired resource atxzxpanxa for gain of another current resource ,
investors .
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High i.r. means high "mp2 " , incentive to produce . This might be
disputed , that possibility of getting good yields encourages prdctn .

But is one asset whose "corpus " value is entirely determined by
yields : land . High i.r. means cheap land , to own & the residential
satisfaction is muchly in owning , not renting .

supply

elasticity anticipated insecurity good incentive. If we could have antic . insec . ,

But high rewds don't mean much work . If you think high rewds are
just temporary , that causes much work , & much saving . hence

but have it never come , would be ideal , for insec . itself involves.
less work , & dissaving . As we cannot fool people , & depressions
have other bad features , better forget this . But it meliorates
condemnation of bus . cycles . They destroy cap but antic . of
cycles may have created the cap . Difficulty is where security
so antic . people stop saving , shortage of short term capital .



Fellner , Nov. 26

Harrod says some more than need inv . to offset saving .
Brings in acceleration principle , Fellner likes .

Lack of circulating capital is problem in Europe
rigot now , cause of unemployment in w . Gy . , & smaller countries .
In present situation there , saving would create capital , is
no need for dM to fructify it , inflation is the problem .
(Hence my article need not stress too much that lower assets
will also increase V ; except it should stress that it will
increase conversion , turnover of existing capital )

Fellner agrees that the circulating capital to go with
new employment may come from faster turnover of existing capital ,
as well as new saving .

Thinks in some U.S. depressions shortage of circulating
ca ital was problem . But not since 1929 , and probably not then .
This aspect of hayek is not dead as Dodo , by any means .

*

Criticizes Keynes for not considering shortage of capital ,
thinks highly of Robertson's stress on it . In present European
situation , would get inflation with men still unemployed ,
because of bottlenecks of capital , including circulating capital .
Criticizes Keynes for tuinking just of aggregates , not consider
ing also structure of production . The di will to some extent
create the nec . capital by forced saving , but this process
cannot be carried to far .

My article could be oriented toward "figating inflation "
we 1 , cap . creation is main theme , but bring in fighting inflation
attitude to combat deflationary fears . " The investing that might
fructify saving has been done ; now we need the saving " .
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K- ians

But I
Let production try to increase , & people want more c.b.

say they try to replenish them by saving more they don't
put it that way to be sure .--- i.e. by consuming less .

say more likely they do it by investing less . i.e. by disinvesing .
For it is easier to change one kind of asset into another , than
to increase total of assets . i.e. C is inelastic to i.r. , cf to
inv . (with which a Kian would agree , putting it that way )

My contention -- & Robertson's is that saving per se is not
R's presbad , but rather trying to increase c.b. , or hoarding .

umption was that saving would normally be fructified in invest
ment I agree . But I have reasons . Cons not an income creating
expenditure . Let cons fall & gross inv not going to fall automati.e. netically , but be redirected to more durable goods .
inv automatically increases , because gross inv is automatically
constant . It is easier to conceive of gross inv remaining const ,

than of net inv increasing .
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2. The income
approach, as
a method

ofanalysis.

Summary of ideas on Keynes, worth writing for article,·purpose : to emphasize, focuson, grossim decisions,becausetheyare most uble.
1. Model of money circuit emphasizing reinvestment , replacement
decisions . Justification : confusion over whether disinv . should
be called fall of pc . Pernicious results apt to flow from
assuming reinvestment is automatic , people won't disinvest .

Distinction of next from intermed.position nec. savingfor K. He didn't object to
but to disim.from intermed position.

At least in luridmoments he doesn't condemn net 5. Bor laterforgers, v. 16 arborom
that is new to allow not Inet &position

v.16

ofmyp.1
Helps withpd.problem-- combining simul.8.pd...have pd., themack how eventsofcharped, will

offers eventsofneri.
2. Pc , or mpc , derived from studying dY of individuals , not applicable
to social spending . For society's c.b. don't rise , like individual's .

socialpe insubsumes dis-saving, exc.; Haberler's cautological impc.
"

·286-9 ;p.214 ; pillet; p.40,41,42

3. Dim . ret . a wrong ass . Increasing returns more likely , as
economy revives . Which explains mucn cumulation along with
myriad other explanations of cumulation .

So he has increased empl . due to lowering real wages . While
I would stress increased productivity , thru complementarity , various
cumulative processes , real ones .

He recanted,said Merealwages more together. Butdidn't stress thismeantother
resources brougar inso-compt, 200.

48330. Investment is a resource , very com lementary . Because of this ,
rather than that employment responds directly to aggreggate demand
changes , we get m affecting employment . Also because m is a
factor of production , & credit . do vs. It's aggregate demand.

•

34. K's upswing starts with a rise of real wages . But how is this
possible , when no increased productivity ? In reality it is possible,
becauseofa conversionth.But in K., is incomiscens with dim. net. ass.,& later idea that
lower wages caure boom.

07

2~to Thehyper~
Ifthesureritis thatwe willneverger there,something else will happenfirst.

mpc, thefartheraway iseg toward whichwe aresupposed.
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Keynes summary , 2

~ th.

than desire to reduce c.b. Will

K. cumulation is based on ass . of increased inv . opp . (or d
and a subsidiary criticism is the two should be separately treated )

5,K's cumulative But such increased opp . evokes , equimarginally , other reactions
proces ..(not

reduce oter investments Heco -fonon cons ; reduce inventories ;
assumed alf" these unaffected , by

his method of
Or he assumed no rise of i.r. , a perfectly elasticdescription,but higher i.r.

But in fact , gettheproces itseysupply of loanable funds , due to large c.b.
adjustments in others , limits multiplier . Reduced investor's spread,duetohigherresource

prives.
Also , since much replacement not automatic ile . , not all

dC does increase inv . opp . -- don't have as much incentive in
primo as might think . Showin this is reason for having
separated intermediary position .

automatic replacement. It is
désiréX. ass.of infinite ligpref..

to avoid accumulationafc. that prevents disim.of inventories, interalia.

•

ofleast compatible with ans.of

thing

phrased

in

terms

of

spending

of
next

pél.,

when
really is

sini.opp

.

1. Assumption of automatic rerlacement ; that C causes inc . directly .
Formally p evented by allowing disinv . , but this takes enough stress
from it that those who use mechanism can forget it . As shown by
their - Keynes ¹ -- use of mult . , assuming automatic replacement
of all inventories (cf. last pp . , above )

5a.. Many other cumulative processes , more important .

5. CriticionsofKis cumulative proces are also criticismsoftin income determination process.
117pr2. The simul . -pd . confusion . K sometimes avoided it . But elsewhere ,

esp . when saying mpc of one causes infinite P , he evidently treated
mult . as simultaneous . Also , didn't realize enough that mult .

requires a pd . , too . 'circulo '-requires several pds . Wherehassimul.inf.series,cancallit
The method I use : get depending in pd ; then ask , why will

this increase spending in next pd ? Brings in other influences thaentof Lasepel-.
avoids semblance orposibilityof circularity.

Simul.&pd. analipis not alternatives,but implements.
2. . Are many influences on S & C other than inc . Best described as

todesires re c.b. If you don't want to reduce c.b. , dI means dS ,
fill them up again . He has subsumed all there underpc, then looked
for piofindividuals with rising incomes, transferred it.

5.D 2. ds tends to rise when dI : to fill up c.b .; because hither inv .
oor . mean lower asset values , increased saving desire ; cons . rlans
not quickly changed ; pay off debts ; any dp or dT makes desire to
increase c.b .; ( Ad share toprop..windfallsprobly accumulating to propowners, theson capgains,

to consums. On other hand, thisis their assers, reduces s doesn'tappedy
Danews.

& theynorsolikely
burdoes cakeuptheSI into AS, ordliesen) (Butno longrun Ad sharetoprop., forapp iosoly cap.guim esp.); bord+may cause antic.ofmore dt,gerAd empl,ofit wo. Thoin high boom,may,

reduces --can'tsay mechanically.
thin

K, p.110, analyzing this, getsin,ascostmixedupwithin.as imv. opp.....

~ 5.3.20
But ,

k . doesn't consider effects of dP on desire to hold c.b. He

does , in wages chapter , say that fall of wages is same as dM .
re mult . , doesn't mention that P would rise , this would increase S.
Eventhohe doesseemin have a slight APPasmuls,programes. ~-dusto decreasingnet... p. 122 orffy.

When hypochesizing∞ AP, he certainty is overlooking offerrolApon c.b.



Keynes Summary , 3

3 Sometimes K. seems to assume lower real wages xzkzxułtxzxoingz
go with mult . , thru higher P ,thru higher P , same m wage . Elsewhere , xxxxxx mentions
higher rea.. wage , in sense of paying same m to less efficient labor .
Neither is correct , I t ink . You get no nec . change in real wage ,
but probly a rise , thru compl . which he doesn't consider . He would
have fall of real wages , thru dim . ret . , as empl . rises , increased
share coing to prop . thus incidentally helping explain increased
S.

If he assumes lower real wages , thru higher P , this of course
increases investors gap , increases inv . & also use of other resources ,
explains cumulation , by my reflector .

Effectof
antic.com.ONE
vurpur& cap.
formation.

zix5. Leakages K considered : imports ; reduced spending of those who
were supporting unemployed ; retarding other inv . by hi her i.r .;
dT requires higher balances ; loss of confidence . Of these , first
two so important that considering them lowers mult . from 5 to 2 .
i.e , increases mps from 1/5 to 1/2 . Indicating he underestimated disim.as
leakage.

24 "Leakages " may cover both reduced mpc , and disinvestment . Both
diminish respending , are same in that way . Tendency has become to
subsume disinv . , not as a reduction of inv . , but of mpc . And then
to virtually ignore it by studying mpc alone , proceeding as tho this
were whole story , dI was net . Check this thru if true , a good
criticism .

2. Should look on this as way of expressing what can be expressed
in other ways . Takes it as only way . e.g. p . 122. & could get other
quotes like " There is no other possible ex lanation

www.

Capital formationtoprintthattheyaremom fore, bin 42say you lizg.predprevern it(bor isdistinction..ling.says sav.new. p.242,
stop im., pirmir sav.)

p.129 ifwere true,whengood
to waste it?~6.. Says wasteful dI increases real cap . formation . But this theory

only says it will increase inc . & cons . , not real cap . formation .
You will get the ds to go with it , which will just ixxex make the
pyramids possible , not any more capital . And the rise of i.r. will
reduce other investment . He might get somewhere saying AC would A cap.formation, the
problyhasthat in mindhere. But that dubion,woo -cf.$6below.

5 % K, p . 130 , sees no int . analogy to c.b. , falling m.u. Says it
doesn't fall . Thus he explicitly denies equimarginal idea .
& he can believe that increased c.b. to infinity might be desired .7. He might get somewhere with idea that dC would increase spontaneous
inv . But not that wasteful inv . will do so . & even the dC idea is
dubious , until you get to extremes . But workon this. Does Lowpc reduce spontaneom im?

43. Is nothing very mysterious about idea of inv . as a resource .
It is just that , for production to occur , someone must give labor ,

someone existing capital , someone land , and someone must carry the
product as it is being produced . Gross investment ( in my sense , not
the limited one which only thinks of fixed capital ) is supplying this
resource . So , as gross inv . increases , draw in more labor etc.



Keynes Summary , 4

Some being conversion ( K's Consumption & replacement ) ; some beingnet new inv . A limitational complementary factor of production .
Agg . demand view wrong , various reasons : 1 , it fails to stress

that you need additional supply of a resource ; hence makes dC look
as good as anything , even tho this in itself will just reduce in entor
ies . What you must have is re - investment . 2 , conceals fact that it is
a form of inv . that must be encouraged , underplays need for giving
good returns etc to investors . 3 , tends to require ass . of
money illusion , while real explanation gives real reason . Makes dI
analogous to other resources , thus giving parallel treatment , taking
exclusive focus from dI -- e.g. , you can encourage dI by supplyingother factors too , just as v.v. 4 , counters argument that increased.
m demand will just cause inflation . I never feel comfortable witn
idea that you can make people work more just by increased m demand .
Seems that whatever keeps them from working at a lower P level should
very soon do the same at a higher one . But if it means more real
productivity , no such tendency . K's argument , after all , was that
real wages were lowered . With this real resource argument , get a rise
of real wages , this causing increased employment , not the fall . the
dI being a willingness to accept lower intermed . spread ; or else the
equivalent , caused by higher expectations .
5 , Agg . demand idea means all you need to do is dM to increase
employment . Whereas there may be other causes inv . may not be
the compl resource missing most , but maybe land e.g. ( altao K. avoided
this idea , with infinite liq . pref . ) ( which came to saying , you cannot
increase aggregate demand past some point ) But he never faced problem,
what if you can increase agg . demand , but still have unempl ?
6. Curious contradiction . With agg . demand idea , tends to make empl .
problem seem like a very simple problem in monetary management . Put
then when discussing determinants of agg . demand , got into sav , inv . ,
etc. , & emerged virtually with idea that monetary management is
almost impossible .

.

7. NB , it was not K who intãoduced idea that income is demand . For
that was Say's Law : supply creates own demand . & K's idea was that
income is not entirely demand .
(K. never said that his system determined employment , but only that ,
assuming rigid wages , it did . He later says that letting wages fall

is equivalent to dM , and just favors the one way of lowering real
wa es over another , for general anti -deflationary reasons . Which
tells us that K. definitely did assume rigid wages , for the determinant
part of his system . )

vignette.6. Supply does create its own demand , except when abstracting is at
net inc . position , & is not matched by movement of m to intermed .
reservoir . i.e. , only time S doesn't create own demand is when we
have involuntary inventory accumulation , pkxx
any kind , due to net S.

well , cap . acc . of
Failure of Exia supply to " create own demand "

is cause of cap . creation . & if it creates an investment demand ,
which it tends to in fact it has to , the inv . comes first --
it has created its own demand all the way around .

5,6~ Z di.r. will increase sav . from given inc . , K to contrary . & he
admits it re "windfall gains " , p . 94 Butdoes'& see theyare from si.n., pity
1. Not ons . , but reinv . & inv . are income creating expenditures .
Hence K. wrong to say it is better to have depreciation reckoned as
income instead . It is nearer to creating inc . in intermed . position .
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# 7 #. K says high pc nec . to keep production going , since cons . demandis end & aim . Is something to it . But I take off on this to show
what would happen if no cons . demand -- is social question , those
who still do want to consume need complementary resources .

Is no good reason for distinguishing inventory replacement from
replacement of fixed cap . Reasons Fellner gave are no good . He said
machinery is almost as good as new until scrapped . Not so consider
auto , get lower mileage , higher maintenance , etc , until worthless ,
scrap it . etc.

6

8. sav.determines im.
(2)(6)#

4. K. in effect lumps effects of dC and dreinvestment together .
But the reinv . is a resource ; the C is a consumer choice to take
something , not a resource .

L6.
5, 1. re having 2 reservoirs : if we unite them , then C & I become

direct alternatives . If we separate them , then ds lowers the int ermed
c.b. , so S & I are attentixx linked -- making C & still alternatives . onclusion : C & I are alternatives .

Sav . determines inv . more than v.v. Even an independent dIwill be offset by disinv . , Wore people not wil ing to save . K.
said reinv . is automatic , get dy until this causes enough S toallow the dI . But , in fact , get disinv . , not just temporary but
a level of it to match the dI , so that as determines how much of
the dI is allowed . This is Timited , tho , by need to replace &

truth is halfway between , then , that S & I are both determined by
the balance of forces , neither can be said to determine the other .

Net inc . not so important in determining what you do with c.b.2 next pd . This shown by its being pretty hard , according to K. ,
even to know what is net inc . He attaches importance to conventions
determining how fast cap . is depreciated on books , cf. to its
physical depreciation ( in fact , he even xxxxxx implies there is
no objective physical standard , is just matter of whim ) . These are
supposed to affect respending . But , in fact , these whimsical
conventions doubtless are determined by how fast people wish to
respend , for other reasons regardless of whether the stuff is
net inc . or not . Fact that it is so hard to find out what is
net inc . suggests that it doesn't matter net inc . not the
budgetary limitation .

If reinv . were completely automatic , could be no dissaving , K ,
would be rigot , inv . would determine S. If disinv . were automatic ,
S would determine I. But is in between .

Land effect on cup.formation. & cf. 5thP. p.6. 241,242
21 P

K says land used to serve as liquidity trav . But it is not
liquid . Its effect is in being a substitute asset . It still has
this effect -- & K. , by his failing to take account of effect of i.r.
on asset values , missed this . Ü all assets , .land's value is by
far most sensitive to i.r.

Analogy of this reasoning to reasonin re c.b. , where you try to
reduce it but can't . With land , you try to buy more , can't , just raise

1



fall;
value , whic. has same effect , but w/o creatin any more land . (samear
changingvalueofinw/ochanging anyofit, sovery should use both there drives to cap.formation byg

In discussing falling wages , he speaks as tho they were only
source of demand as tho to lower them would lower demand . Not
considering that returns to others will increase .

And where he does concede that lower wages is same as dM , heZalets it act only taru needle's eye of i.r.. ( so that if it doesn't
inannasex succeed in lowering i.r. , due to infinite liq . pref . ,
won't do any good , either dM or -dW) (bursewill sm.e.... by lower coses..doeshesee
this?)

704

24 (2)(5)22.my.2a. He ignores
effects ofAc.b.
whetherfrom APorAM

Keynes , 6

2.

A

5

Obscures basic point that -dP causes dV . Formally admits it
discussing wage policies , but obscures it . & , with his underemploy
ment equilibrium idea , in effect denies it . using idea that
am't of m only affects inv . thru i.r. , and doesn't affect C at
all -- neither of which is true . His infinite lig.prof. idea werstim i assume
sizeofcb. has no effect on spending. His Yapproach helps himget awaywith this.
30. Another weakness in simplo idea that antic , inflation wirl
increase inv . opp. true, will cause people to turn cash intoPP
assets , important many arc institutionally.
to fix luan fized in m. But still , banks , tho their loans are

5a so fixed , so are their obligations , they don't lose . They gain
increased security by antic . inflation , lose nothing , so theywill lend . No weakness . Cumulates . & K. takes no need of this GeffectofAM

in Angm... supply&anclemand, thisplumpingfor lowI.^ .

2a

1.n. as

6, FandS Might mention that m is only asset not taxed . xxis Fact that
land is taxed doesn't matter , is still a net return to hold (but
maybe it does matter . Could work this in witn criticism of
identifying land as liquidity trap , thus work in effects of
land taxation ) . But fact that other assets taxed does matter , for
as their supply not fixed , some burden of taxation --all burden ,
probly hits investors in form of lower returns -- which also
means land net returns will be capitalized lower . Anyway , if
taxes sifted to land , means higher yields from investments ,
m moves into assets . Increase of land taxes does not discourage
movement of m into anything , for it doesn't lower yields from
holding land , due to fall of cap . values . & this fall of values
encourages investment , besides and Saving .

-

&confures
K's idea of i.r. , & m.e.c. Thinks of i.r. as pure number , no

idea of credit rationing , or security behind loans . Inadequate
appreication of how antic . infl . will increase lending . Both the
bank & te borrower gain by infl . Only m holder loses , & only
effect of that is to speed V , which stimulates more .

. His objection to dM as remedy ( and also its equivalent , -dW )
is that "a little would have no effect ; and too much would disturb
confidence . But how about a medium am't , just enough ? It is like
saying you shouldn't eat , because a little food won't àøxzxyxyaadx
aniztanzxzxzxziłł keep you alive , and too much will kill you .

& in a fence, he says M Loses liquidity when forume infl. expectedp.241
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6,7
26. K. implies high pc means high inv . , high cap . creation . But
this follows ass . of automatic replacement . W/o that , & using
equimarginal idea , are other leakages than S , non - capital creating .i.e. , disinvestment . So a high psave helps create capital , by
avoiding those leakages .

As to effect on inv . , is dubious that low pc will retard inv .
can lean on Fellner here , or work out own iieas . A low pc today
certainly doesn't imply one tomorrow , anyway -- & tomorrow , due to
today's cap . creation , much higher incomes , means more cons . despite
possible lower pc , and more inv . too , anticipating still higher
incomes -- & the antic . are correct . Besides , have desire to own
assets for own sake , demand from that source . Besides , those who

1

Keynes summary , 7

6

Other things besides inc . affect C. K concedes this in various
places , but then subsumes them in pc , describing them as affecting
pc . So pc becomes , not a functional relationship , where inc .
determines cons . But a means of describing the ratio of C/Y,
nothing more . Then , taxtakazkaixx followers make calculations
of pc as F (Y ) , and fit it into eqns . , draw conclusions uncritically

This is what Haberler was talking about . The ex post pc
I think .

Ex ante pc a functionalis determined by ratio of inc . to.cons .
relationship then determines nothing . But people take it &
talk as tho it determined Ex C from Y , etc.

Not only were autonomous dC subsumed , byt also disinvestment
often subsumed it affecting in opposite direction of course .

Some of the other things :
dP , dT , affecting desire to hold c.b.
Changed liq . pref . , due to chan ed outlook on future security

Fear of war , as Rob . says ; or prospect of future job .
Desire to save more , due to di.r.
Splurging psychology , as at war end .
Am't of M in same way as dP .

--

do not wish to consume will not produce either , their low cons . will
be matched by their low incomes , they won't save much . May verywell dissave a tendency of many rica , live on capital . etc.

. K. sometimes said was not sav . that created cap ; iki well ,
he said int . was not reward for savin , but for not hoarding.p.174
( Ignoring the int . analogy in liquidity , incidentally ) .
p . 185 , he suggests that savin doesn't increase inv . , but reduces
employm nt .

178 , he objects to classics saying that acts of saving causeacts of inv . evidently not seeing that this is just what he sayshimself .
178 , he concedes again that di.r. may increase am't saved from

a given income . Which means it lowers pc , a rise of i.r. does .
p . 189 , says there would be no interest in a non-monecary econ

omy like Marshall's . Which is very close to saying sav . doesn't
create capital .

(K. is right , of course , that a fall of antic . yields , can ot be
compensated by a fall of i.r. Because costs of can . mkts don't
fall proportionately , and inv . opp . to lenders fall off . It's a good
pt . , which no talk of credit rationing will quite undo . I would
stress , too , that it worsens allocation of land by increasing
difference of mrs .
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6

Chap . 16 is where he really takes off against saving.
that it v kak

Specifically
evidently hast . hešiny

in mind is the pulse of dI , is not thinking ofwaitih
estment but he should be of course .

But the only way saving discourages further investment is by
Savingactually being investment itself ; and by deflation .

reduces C , thus releasing resources from that kind of production
to inv . production . So inv . has lower costs , to match the lower
antic . C. Only net loss is that inventories are filled up b the

i.e. the inv . itself lowers alternatives .
Work tais over .

S

forces some
p . 212 " The mere

or new .

act of saving by one individual
other individual to transfer to him some article of wealta old

These transfers of wealth do not require the
creation of new wealth .. they may be actively inimical to it .

The creation of new eultn wholly depends on the prospective yield
of the new wealth reaching the standard set by the current rate of
interest .

XX p . 211 : " the fallacy that an increased desire to
hold wealth , being much the same thing as an increased desire to
hold investments , must , by increasing the demand for investments ,
provide a stimulus to their production ; so that current investmentresentis promoted by individual saving , to the same extent as
consumption is diminished.¹1

Here he is evidently reverting to the stock concept of
saving . (& , re tendency of Keynesians to do this , cf. Harris ,
"Foreign Aid & Our Economy " , p . 37 , " The exces of savin s over
domestic o tlets for investments "" )i

His implication clearly is in these pages that saving , to
fructify , must be matched by investment. the old stock concept .

p . 211 : says a lower pc will nec . always discourage employment .
But is wrong it is a matter of balance . Suppose pc so high
that was no reinvestment , all demand was for cons . Would be no
employment at all , and any reduction of pc would increase empl .-
esp . if it was reinv . , not just xxxixx reïraining from cons but ,
to lower pc , would have to invest , to create some inc . , as long as
is no inc . , pc is inf . Then we come a long way down from this value
of pc before etting to area where it had better be higher .

212 , bottom , again , says that merely accumulating m
doesn't increase capital . Must have active investment besides .

213 Capital " is kept scarce because of the competition of the
rate of interest on money . By which he evidently means because
i.r. is finite , lim tng inv .

Dankbindinisžaa3. Incidentally , he has very strange idea that is no dim .
ret . to capital , when there is more , its yield falls just becauseit is less scarce if no dim . ret . , abundance won'tRidic .
lower yields . & he has dim. returnsto labor.



9. Policy . 26. Altho he seems to be on right side when he advocates
Conclusionincreasing inv . , rather than cons . , he goes wild . For advocates

having investments with negative returns , to keep up employment .
Here , obviously , dC would be better , even limiting ourselves to
the few degrees of freedom he allows -- & of course actually
many things better continuous dM instead of taxes , e.g.

ba

6

3

9

8.

Keynes summary ,

3 He conceives of contribution of capital almost exclusively
in terms of making production roundabout . Not a serious error , but
interesting maybe serious in other connections .

Ms. Considers possibility of i.r. eq . zero . *** 216. Here I
bring in land , to show it cannot eq . zero , people will buy

nd , this will reduce saving . & even if people were willing to
hold assets at neg . int . , they would never have to , hence never
would .

217 , he has mec fall to zero too , stop investing , even thoi.r. zero . So he didn't really mean it about no dim . ret . to cap .
11

11

218 , recognizes that there is an am't of wealth sufficiently
great to satiate to the full the aggregate desire on the part ofte public to make provision for the future ... Thus in effect
ne reco nizes that as assets rise , saving falls but doesn't
integrate with theory , as should .

220 , advocates wasteful consumption . Not considering it takes
comple . resources from other uses .

9 221. But would rather have the state take over inv reduce
mec to zero , which would be easy . End interest .

It is only after you reach eq . , in K system , that I determines
S. Until you get there , S determines I. And if pc is high , you
never get there , S always determines I. And if have disinv . ,
you could say that this means I is reduced , so you have less I ,
which determines S ; but what happened was that refusal to S
lowered I.
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4a It is because saving doesn't provide the nec . complementary
ca.ital that sht . tm . i.r. soars , & long term #x cap . doesn't
pay off . (also because fabulous expectations send capital into
long terms very much , pricer bid up , keeps it out of short
term . And if expectations are so high , way doesn't long term
inv . persist , why does capital go into buying existing assets ?
Because in large part the expectations are of land incomes ,
which cannot be duplicated by new investment . A period of

choking of
1
} capital creation raises land v alues , then the

1

q

2.
1

1

4

1

1

9

Returning to antici ations . Anticipated demand , then ,
creates real demand . So is problem ( in some small part ) of
just increasing anticipations , to increase conversion . By &

large , tho , should assume anticipations will be fairly
accurate , should work on increasing real returns, to get more
conversion , not trynot try to make economy workby foolingpeople.

5

58

real opportunities & fall of i.r. raises them still further ,
what capitalget fabulous expectations , diversion of capital ,,

there is , and reduced saving & capital creation . )

It has been su ested to tax money , to increase V. Why not
untax ot er assets instead ? Same effect , surely . Not only wise ...& Lower
asser values by uncaxing cap, butalsofurther lower byshifting laces to land.

K's attitude toward disinvestment is pretty clearly , I think ,
that it is just temporary . Given a pulse of dI , immediate
response might be to rdduce inventories , but this would be just
temporary , they would return to original level automatically .
p . 124 , he definitely says so . The reduction of inventorios
is only temporary , just as the postponed consumption is .
So , in effect , he allows no disinvestment at all , ever , save
as a temporary measure . (Except from the 3 causes he mentions.
on p . 119-20 : a , higher i.r. & lower m.e.c. , due to the dI's
competition ; b , Loss of confidence ; c , Imports . Nothing
about de letion , or depreciation , other leakages . But why do I
stress these ? They would occur anyway . But point is , exhausting
them creates no new inv . opp . , hence this C doesn't cause income
creating excenditures as K. assumes . So that , of a given increase
of C , only say 2/3 causes further income creatin expenditures .
The other 1/3 takes things off shelves , out of ground , & in
wear & t ear , that weren't going to be replaced anyway . )

1. From net inc . view , is easy to regard disinv . as temporary .
On my dia ram , it is clear that dC only increases inc . creating
expenditures by creating new inv . opp . , and that not all dC does
so , as above . Tendency to regard disinv . as temporary , and all
the restorin of capital as caused by C. But that portion of it
which is not caused by cons . would have occurred anyway , can't
be attributed to cons .

Of course , even things which were not profitable , teir
wearing out or being sold will cause replacement , not of identical
things , but they do make a niche for something , in some sense .
So maybe this diversion isn't too great . Depletion still important .
It not only doesn't create relacement opp . , it probly reduces
inv . opp . in general . tho is some increase due to substit_tion ,
but of course complementation is greater .
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1 1. W/o diagram , you would say that depletion just as likely
to cause respending as any other sale . For it takes diagram to
show that it is increased inv . opp . to intermediaries that
increases spending , & not an automatic reaction , circular , from
dI .

7a

As K denies disinv . in general , he is in effect saying that
any pulse of dI , or ratuer recurrent dI , will have all the
cumulative effects , determined by pc at net inc . position .
But as , in fact , some disinv . is automatic , not so that pc tellsall .

Re assertion that the disinv . that isn't replaced would have
happened anyway , not so . The bulk of it would have happened
anyway , but the part we are interested in is the extra , due to

5 the extra consumption . Call it the marginal propensity to dis
invest , if you will . By speeding up depletion , e.g. , we do
not increase any investment tendency .

2
If K. says , fact that intermediaries have taken in m will

make them reinvest , this is counter to all his i eas . For inv .
is supposed to be independent of c.b. nereizĖXX Which is
correct in a way . If intermed . take in m faster , is just because
they paid it out fasters , so their balances don't rise . Only
thing that might make them spend faster is anticipation of higher
receipts caused by higher receipts .

1.
1

In K's analysis , get impression that m is held by those
who just received it for services , and they spend it directly
to those who render services . While in fact it is held by
those who just sold inventories , and who are going to buy them
again . Thus in K. we are not focussing on chief source of
variability in economy .

4a

When bein & sold in one link of a
Complemerian bong chain of vertical production , may allow all the others

oftheI'mcap. to go on . Thus cumulation , thru this kind of complementarity ,
& credit circle .4a

K. says , in effect , production cannot increase because net
inc . receivers increase their c.b. , i.e. save . But if in fact
they tend to respend all , and leakage is from disinvestment ,
which can be rectified by investment , isn't x an impasse ofthis kind .

11. International . Importing should not be treated just as
parallel to either mpc or disinv . For it reduces m in country ,
and increases goods , new vbles , not handled in either category
adequately . A ne subjecu .

7. Resid . construction is a huge piling up of inventories for
resale to consumers . When sold , tremendous disinvestment ,
paying debts to banks , etc. And I have said capital can all
be resold to consumers because its existence makes them have
higher incomes . Not so wit. residences , not complementary .
By taking land from production , cooking production expansion ,
very anti- complementary .
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When you buy land , on credit , you borrow from bank , dM .
When you pay for it , by paying off bank debt , -dM . If
land sales were steady , no problem . But , for reasons independent
of banking , they are unsteady . Then bank fluctuations
aggravate the unsteadiness . Banking acts to magnify any fluctuations
that mi ht occur , and magnify cumulations .

ba

It is as tho some intermediary the bank had bout the
land and sold it to you -- or rather was selling it to you
slowly over years , to replenish its c.b. With the diference
that when it bought the land it wasn't creatin , net income for
anyone , nor creating a resource . So when it sells , it isn't
converting either ....

T

If people borrowed from banks to buy , these are inventories they
are reselling to themselves , -dM .

And it is not lack of consumption that bothers , but disinvestment .
& -dM

When a market is badly overstocked , consumption expenditures
for it create no reinvestment opportunities at all . With all
long term capital , investment is pretty independent of current
consumption . E.g. residences . Broad cycles , but consumption iscontinuous . All during 30s , consumption of houses caused no
replacement at all , and during 20s , they were being replaced &
added to , regardless of consumption . And all during 30s this
consumption of existing capital was a persistent deflationaryforce . So definitely can say there is this leakage at intermed .
position . & this scoppage of inv.occcurred whenpc nose to 1.

Also , indicentally , such disinvestment increases real
conversion by lowering goods prices , is good that way .

Besides , we know that the longer term the assets are , the
greater the chances for misjudgement of future , & erroneous
investments . Since banks magnify things , they should be limited
to dealing in short term assets .

dM from land is purely inflationary , then , it cannot be
credit creating , can't lure resources into production , save by
inflation . ( tho wnen lund seller spends it , he may be intermed . )
Add to this its instability , get condemnation .

Anyway , when people use income to buy land , there is no
automatic replacement . And if they are paying off debts incurred
to buy land , is also magnification of -dM .
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International :
money outflow .

K reasoning is that nation suffers from
Probly can be shown that any suffering is from

worsening of erms of trade i.e. when V revives in one
country & m jumps out . For , tho it loses m , it gains real
capital . True , the m would circulate several times a year ,
while the capital is sold once & is gone . So the first time
conversion is not reduced by imports , their lower prices
compensating for loss of m . But if you lose m , what of next

Less m means less V. Work this out important .
an excure for import barriers.
time ?

Land sales are neither net inc . payments ; nor are tuey
disinvestment , inventory reduction of re- investment stimulating
type . They are like saving , then . --land buying is , i.e.
So when land buying spree is on , et much capital creation
from this source helping cause overestimation of society's
desire to save , leading to shortage of short term capital , when
land sales stop . Of course this applies not just to land sales .
but all security sales , all diversion of m from buying things
for consumption . Buying existing assets not for exhaustion ,
but for other reasons , doesn't stimulate reinvestment , but does
create capital by having people accept m at net inc . position .

(A good way to develop a theory like this ina thesis would
be , not to go about it directly , but make a study of a certain
depression , find things in there proving the theory , and
present t em for their own sakos to reader , ten tie them
together with the theory , just as tho it spran from the facts )
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Is definitely in Keynes ass . of automatic replacement . For if

pc is very high , then net I would be very smal , because S is small .
So mult . would have very little to work from . But if replacement is
automatic , disinv . is made up next time , thus get cumulation .

2 Incidentally , how can you speak of the "propensity to consume "
as a causative thin , when the cons . occurs simul . with the income .
Income might affect subsequent expenditures , but not current ones .
But K. , by conceding taing takes time & may not work out immediately ,
probly got away from this criticism .

Disinvestere is not trupully handled in po cencopé .
Disinvestment lowers net I , and when it is large enough reduces it
to zero or negative amits . Ex It also lowers net S , thus . And
the more it lowers net S , the higher is pc . When it gets to
zero S & I , pc is one , & by K's assertions , system tends to an
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1

1

equilibrium with infinite prices . But , in fact , it means nothing
of the kind . It means that people are turning assets into
cash , and tendency of system is deflationary . --ne , wro 6 , K
Houldalt pay were tending to infinity if heduno net 1. Forget it .

1. Diagram might be dafa advunced on grounds that decisions
at intermed . & net inc . positions must jibe , are price & intermed .
ga: adjustments bringing this about , which diagram shows .

When antic . yields fall , people also start consuming goods
from intermed . c.b. , which also reduces conversion . Check over
some depression stat -- probly find that consumer demand held up
all right , but reinvestment fell off -- people started to live on
existing assets . It was certainly true of long te m inv . , and
probably true of inventories . But fact that it was true of
long term inv . means a lot in itself , of same nature . We know that

a time of Which proves point
1 (7) consumption held up ok , it was reinvestment that failed.

8 , (6) . In mult . , I determines S only after infinite rounds
have been run thru . But if pc very high , so we never reach the
equilibrium ; & then just have S simultaneously determining I ,
each pd . , and that is only determination that ever counts .

This also gives us many more times to run around circle and
have disinv . at intermed . position the more times we do this ,
the more the original dI is cut down , and the original pulse of
dI will be dissipated by disinv . before much of it can be saved .
And it becomes even less correct to say that I determines S.

Now in Keynes , even , we have simultaneously , eac . pd . , S
determines I -- & he's right . After mult . runs thru , I determines
S & here , in fact , determination is mutual & thru other thin s
too . So is sometimes correct ( simultaneously ) to say S determines
I ; and never correct to say I determines S.

When land is bought from net saving , this is capital creating .
But when bought from intermediaries balances , is not , but rather
stops conversion . And how do we distinguish . What creates the
capital is the net savin , not the land buying . If land is bought
as an alternative to consuming , is like saving ; if it is bought
as alternative to reinvesting , reduces income creating expenditures

When funds go into security & land mkts . , therefore , since
primarily t is is not an al ---- in residential housing boom ,
land purchases are an alternative to consumption , hence are
capital creating ; but in later stock mkt boom , where people are
turning azxetx money into existing assets instead of new assets ,
are alternative to reinvestment , not capital creating , but
reducing conversion . ( Magnified , again , by banking system , diversion
of bank loans to stocks takos them from production )
Bothprocesses Sasser values, reduce saving.

People
consumed all their net incomes , was no saving from net income .

This was one thing that prevented retail grices from falling as
fast as rewards offered to resources which are represented by
wholesale prices , roughly . So this reinforces two other factors
which kept conversion from being great : money conversion payments
fell off , was one ; then goods prices couldn't fall to keep real
conversion up because , 1 , was so little short term capital on hand ,
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& 2 , intermediaries were consuming from their c.b. All 3 of
which were result of low antic . yields . Well , the small
inventories weren't that , but their bad effect could have been
countered by net saving , whose lack was due to low antic . yeilds .
(Lack of net sav . & consuming from c.b. are same thing of course )
Nothing could be less true than Keynes idea that antic . yields

don't affect saving . When antic . yields are low , c.b. that might
have been reinvested are spent for consumption , lowering saving
both by lowering income and increasing consumption . Or even if they
are not spent for consumption , but just not spent , they lower
saving by lowering income ( while consumption , in that pd . at

1) least, remains constant . Nor can you say they lower cons . next
pd . by not havin been spent the preceding pd . , for they haven't
gone out of existence , are still in hands of people , just as they
would be had they been spent tho not quite same people , to
be sure , which will have some effect .

But , as shot . tm . cap . is needed , there is an inv .(6) doesn't that make people save? Only explanation I can see isopp . why

that there is a tremendous resistance to saving . Possible reasons :
assets are very high , & incomes fall , seems little point in
increasing assets when current consumption is being choked below
accustomed standards . ; also , rigid resource prices , with general
deflation they don't fall enough , so inv . opp . don't increase so
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(6)

(2)

mucho

Incidentally , is great reality in this idea that it takes
real conversion , not just money conversion , to employ , resources .IfFor goods have to be carried clear taru to retail stage .
retail prices high , due to inventory shortage , takes more m to
carry things thru -- this even true if nigh retail price due to
hign spread , for every spread receipt except that of the last
instant must also be carried . So it is not just a question of
factors demandin the same real wages . Even if they do accept
lower real returns , a mere increase of m spent for factors won't
increase production if goods prices rise , for goods have to
be carried up to those higherprices . To carry goods , you have to
turn over to resources goods of the same_value . Either that or have
savin . We ordinarily assume that the carryers also save as they
go along , not taking their daily returns . But no reason to assume
this , & in a time of general refusal to save , this would be
important . Thus , having neither existing goods , nor new savin ,
you just couldn't carry as much .

*

as
foryou

youare already toaded with
them into the.

short term inv.opp won't encourage 5 theway long termwill,
don'tknow iftheywill last.

asters, you will, racher, ery
amortge-- which takes time.

theyto tum

Thereis something, afterall, to idea
properly.& thingives falsepredhuctions.
not independent, due to disim.
Tor, this raises pc.

im . ar

that & doesn't handle disim.
For pc & I are

If intermed want to disimesta
Implication of K -- who regarded disim.as just
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is that if you then had pulksofI, pc beingso

Borin face pultesofF, ifnot offter byhi Mult.

: .

hi, wouldget
a lower over2pd. If nerine.

disI wouldmean
Pee moreS)(atleastin one

receivers notwilling to A c.b., a me lexance hi pl.,wouldget K.process.

When intermed. wish todisimes, theyprobly have to lower retail P.

This maker consumersspend faster -- raisingpc.

Assumption of automatic replacement involves also ass . of
dim returns to capital . Since ass . of automatic

replacement is ass . that reducing am't of cap . increases inv . opp .
(concrete example of where short term capital is compl . to

other . If max am't of goods falls , goods in stores , then you need.
fewer stores , so investing in stores comes to halt . )

7
K says that less saving makes people anticipate higher future

demand . But consider that less savin means smaller inventories ,
which require less labor to handle them , so income payments are
smaller . A higher xa % of Y may be consumed , but Y is smaller .

firen the adjustment between conflicting desiresof
receiver. Ifareno prive adjustments, getintermed.I net inc receiver,

much dv. E.g, if both wish to reduce c.b. simul.

Short term capital complements labor in 2 ways : carrying its
4a product ; and giving it something to work on , the products of others

which labor works up .
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to one where somric.yields, which makespeople more willing to So

·

———

—



7, According to Keynes , a high pc causes lots of investment , because
of antic . consumption . So , from this , we should expect that nigh
pc means high inv . , botn work in same direction to increase income .
But in fact we find that when pc is high , investment is very small .
Which Keynes discussed , incidentally , when saying that communities

5SA
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1

1

1
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primitive had high pc and little investing which is just contradictory
to his later assertion that high pc causes high investment . Fact is
of course that a high pc FORCES inv . to be low , because reinvestment
is not automatic as K assumed , and dI gets squelched by disinv .

It is not just accidental that in primitive
and low investment .

quickly if pc not low .
economies have high pc

What K. had in mind of course by a high pc & high I was situation
in which intermediaries wished to increase their meal assets. which

} means reduce their c.b. -- but net inc . receivers weren't willing to
1 increase their c.b. ( in spite of fact that they are in main same as
1 intermediaries , & would just be replenishin , not increasing . So in

effect we have a situation in which people want to reduce c.b. , in
general ) . So got a raid increase of V. & , in this increase , the
net income receivers made all the adjustment , increasing their saving .
No other equimarginal adjustments were made .



in to'"'Surprise' inventory accumulation probly is quickly transferred

other kindsof capital --REinvestors pur Minzo ocher kindsofcap., as opp. remporarily

decline in inventories.

This implies great resource mobiling fact that production

shifes fermeen imensories & other things to regularly.



When people buy land , or other existing assets ( such as gold ,
jewels , other hoarding items for which underdeveloped countries
noborious ) , ke as an alternative to consumption from net income ,
they are saving in effect , allow capital creation . If unanticipated ,tis xxx makes inmediately consumabl inventories pile up . But
this is not the common thing . It will be anticipated . So gross
investors will invest . Thus saving , of this or any other kind ,
doesn't ca se capital creation just by surprise , as Fellne .
implied . a certain am't of consumption demand is anticipated ,
and other investments are also considered , if antic . look good .

How consider wen increased residential demand for land occurs .
Land su ply cannot be increased in one sense , but in another sense
it can , by building public works that add to land value , as in
subdividing , municial improvements , etc. So this sort of things
gets big boost . The capital made available by this " saving" , pe haps ,
goes into "creating land " . So when inv . opp . begin to fall , this
raises 1.v. , thus makes rofitable those investments which create
land , thus keeps up inv . opp . in part .

When land bought as alternative to reinvestment , even worse .
Stimulates investment in creating land , but doesn't create the
capital , SO ca taken from other thin s .

For various reasons , land calculations more subject to error
than any other . It is possible to think Chicago will grow forever ,
lence invest in an excess subdivision . Not possible to miscalculate
any asset of finite future life so fabulously . hxtezaaxtxa Finite

Whatever the causes ,life & present production costs and competition .
miscalculations by land purchasers are a basic fact of life , of which
we may just take judicial notice . So there goes lots of capital ,
helping explain cycle .



Summary of ideas developed from thinking on Keynes , & worth
writing up perhaps .

1. My model of money circuit flow .

Reasons for preferring it .

2. The income approach as a metood of analysis , x criticism
2a . He ignored effects of c.b. on spending , hence dM & dP

3. Diminishing returns assumption in Keynes , ; objections to it

4. Investment ( or conversion ) as a resource . Advantages over aggregate
demand concent . Used in analyzing cause of crisis : shortage ofsort term capital .
4a. My theory of economic fluctuations.
5. K's cumulative process ; and income determination by it . Criticism
of the process (not of his method of analysis of it , but the
process itself
what it really is )

i.e. , of what he said the process was , cf.ed to

5a : Other cumulative processes .6. Capital formation . lis self- contradictions . Actual influences
stressing effect of land assets , and working in effects of
land taxation .-- in an offhand way .

ba Effects of land on cap . formation , & lvt .

7. The alleged need for consumption to allow current production
and ca ital formation .

Ta K's impasse, ableged. (opposite tomince, whichblamesundersaving)

8. Saving not entirely determined by investment . Mutual determination .(This dependson showing neim .not avtomatic, forwhwhich v.5)

9. Policy conclusions

10. Book cratit (backoff.32,843,44,49

11. International

$2₂ I.r. determination.



Cap.fonto

AeeJIPUE, Nor '53,

LandReform in Meiji Japon,

Irving I Kramer, for

ideas, & fallacies.

& Industrial Development.

some



Some goods, like alcohol,
shaldbe discouraged because
of their discomphermentarity.

Generally, capital goods..
are more compl. tham cans?

formation shouldYes- soso cap.
be extra encouraged. - by_
helping future generations the
help ourselms more than me
gere thou mkt, oftimes.



If Keynesians complainthan lut will
cause too much saving,

out will causemore_pointout will
spending, Too, because,
with no cap valueof
land, no fewer financial
sactions.

opp.
&,of course, more inv.



" Accumulated savings"
is often taken to meam accumulated.
hoardsof.M.&from this is deduced

ther ifpeople dig into saving's, willbe

infl.
Most savings are putinto some...

asser other tham M. & ifanyone.__
_wishes to convert it to M ---even

ifit isvery liquid Tolim, like saur.
acct--- he must exchangeitfor
M. taking theMfromsomeone
elre.

So ifpeople decide to disserve in...
senseof disposing of assers in
general, not inflationary,perhaps
deft... they dump assersonmbr

for M, & spend M for cons.



An To have infl, musthave_·flight from Min particular.

not

Hence superiority ofRoberennen

K₂ for K. always identified saving
with_hoarding. formally,butin
spirit. &public is&public is confured by

-using 'saving whichfails_
explicitly. To distinguish monetary

from saving decisions.



Cap. Amen.
-Those who have

ability
lack incentive; &

LVT helps.

TO create cap......
V.V.



Govt she never issue bonds.
They subst.for private cap.

& shd tax instead. &
tax to as to reduce,eliminate
capital values not incentiveto..
production :: 1.e. renes...

I



My attitude.

Due to inclexno.problem,
stable Pisclubious criterionof....

even

M.policy.
Fullempl guarantec bod ofmecom

infl. ifby monpolicy.

Robertson aimberter....max.cap.
fmen. & anti-cyclicalgoals.

Mixture ofobjectives



In simpless terms:
inv. opp. canbe created by

redistribution infavor of
investors.



Stimulation from inflation:

M is an asset, withyields,&
in existence... Like land..

Ifpeople aregoingto acquire
beis sure, theycap

must create cup. To acquire.....
it .

lesſ.
But, anric. infly & it is lessanser,

people create more cap.

Also helps overcome costsof
cap. mhes as is costofnot lending
or acquiring realassers.



Bonds haveplace
meeting extraord. expenditures

fromfixed revenues.
But this different from

present policyof maintaining
bonds. A

I
1
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Find this Ohlin reference, quote

Ohlin says speed of psych . reactionslis governing factor in
determining course of cumulation . stresses this thinks sav - inv
analysis focusses on psych . better than V des . But gives no
reason that I see to show it .

8

Saving may be unexpected , but is not involuntary , says Ohlin ,
even when dM . By which he pro bly me ans they could have increased
their C to prevent dS . ( But if C is an alternative to S , then
S does not pre cede C but is parallel to it , and is just I. )
He has a point . So keep MylikePeople are compelled by dM to increase_their_ landvaleres,area| **** li quid assets , but not all their assets . They could compensate minimum,to stimulare

otherkinds
for the dM_ by consuming other as sets , disinvesting . The saving is
not forced . The y could have con sumed instead of investing , thus
reducing the saving from that source to compensate for the increase of investing.
from the dM .

Itho se
Ohlin rightly objects to " forced saving " as describing plight of

on- fixed-inco me s -when -d . It is " forced -levy" .

ohliniis probably my favorite economist now . With re servations of
course

:

Great advantage of c.b. analysis of causes of changes in visit allows treatment of effects of dP , so can say that -dP & -dwages
encourages spe nding , not reverse . Ohlin misses - this . he thinks
-dWages won't increase spending . He even disagrees with K that real
wages must fall to increase employment .

1K's prop . cons . implies that C is determined by Y. But in his
formulation , Y is determined by C. For purely definitional purposes
the equalities expressed two ways are all right , but for causal
analysis you must make up your mind . I say C not - de termined by Y ,is influenced by it but by no means determined by it .

Thisis

--

—

-If we say that C is f ( Y ) in the same pd . that Y- is determined by
C plus I , it follows that Y will be infini te if the function makes
C as f ( Y) large _-- _a_circular_process will be taking place insidethe period , conceptually . For a higher Y causes more C which causes
more Y etc. , all simultaneously . The reductio ad absurdum is shown
in this eqn : 4Y -AC eq 4I ; AY - 4Yk eq 4I , where k is "prop cons " ;

AY ( 1- k ) eq 4I ; Y eq 41/ (1-k) As k approaches 1 , Y approaches infinity .
- This obviously refers to the infinite series of turnovers of money ,not to any thing instantaneous . If prop.cons . is to me an anythingcausal , -dc/aY are not in the same instant ; it is the dc resulting
from a dy , and they must have been in the preceding period .

Top 22This
integrates Mult. &aggregate analysis.{

-dc because·Check that C # Y6, but C = Y+€₁ & being apc, & not = to dr.
of odd Kass that C-=-arby, a ·being your expenditure fromc.b. when Y=0

an instantaneous derivation of Mult.!

2eqms,2 intrams,
ok, both
chet.
v. p. 22
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"Period analysis " is not a distinctive name . K's approach canbe broken down by periods just as well , and contrasts between
periods .

The main artificialit y in Rob . is that it implies that one is
customarily faced with disposing just of inc of last pd , and that
deviations from this are some thing special . While actually you are
always faced with your entire cash assets to dispose of , and variations.
in rate are to be expected . A good analysis should stress the
constancy of M , and that we are dealing with shifting it around . The
other analysis is too similar to individual cal cu la tiors , where c.b.
can be changed , & obscures the main forces at work I think . With
pd . analysis you say people decided to_dishoard and spend -- implying -
m brought from nowhere and sent to nowhere , causing a flurry . With
conversion analysis , say people decided to shift their assets from

Im to goods , or some people did , & there by raised V , caused production ,etc

No.

What good is the Stockholm theo ry? It says people plan to save
one amount and invest another , but when it is all over they were forced
to save as much as was invested . But what role does the planned saving
play then , anyway ? People who don't know what the ir incomes are to be ·
have indefinite plans about saving anyway , and , if the se plans have no
efect on what happens , what difference does it ever make what they are?
Just a means of indicating profits were larger than expected , and this
will cause further expansi on?

(Period analysis gives no causal clue , is just a means of describing
changes in V. Except that it gives a special means of describing
dV as dHoards . But most analysis contains periods anyway , so can
have ho arding def . in any analysis . Disti motive thing about Rob . is
def . of saving , and that has no particular usefulness that I see . )

It is customary to be discontent with V-analysis . But I think_the_
potentialities of that analysis are untapped . What has been done may
be wanting , but what might be done is limitless , as I began to show
in my Ellis paper .

In Stockholm & K , inv . is active ,inv . is active , determines saving .

JI Wicksell , in his analysis of S & I , tried to break from classic
idea that supply & de rand are only relative ideas , show existence of
aggregate demand , which could change . I think he had a point , since
inv . changes so , which is proximate demand for factors . Is same idea
as in wages fund theory , which was perhaps too thoroughly discarded .
He did not express the idea very well , noridea very well , nor really develop it very
well . OneOne cannot reject Say's law , but only amend it . Supply createsits own demand, but there are time -laga -and -mechanical- intricacies .

-

over

1

Ex ante shows causes .X

Ohlin calls his method a period analysis . He also defines sav.eq.inv .
Focus on individuals ' actions , not on currency movements to o bad .
Uses time periods for analysis because processes over time are what
is to be analyzed . Ex post shows no causes ,. just shows what nappened .

Experience of immediate past main determinant
of pre sent plans . Uses a gross inv. concept but , for some reason ,
adds it to C , to g et X , total expenditure , whos e usefulness I do not

In "period " , no ore changes plans ---- an important and limiting
assumption , allowing him to say expenditure not affected in od . by___

se e .



↓7 Thus,by
artificial assumption, avoiding infinityproblem.

this duckit,or fallintointo it likeit like Keynes,
Butwhether you

ourstanding weakness ofthisformofanalipis,
is an

aspart ofits

circularity.r unexpected recepts , and thus that saving is increased but C not
by dI . But perhaps this des not rest on this ass . , for if C didin rease , this would dY mar e , balance that way . However they
should mention that it might be C that increased , too .

When Ohlin says people will try to reduce their savings in
a period he is saying they will try to reduce their cash balances .
Here is causative meaning of ex ante concepts ; is just the same as
saying people will try to reduce their c.b. , only not as good a
way of saying it I think ; and will succeed only in increasing V .-- or ,
as he says it , income . People plan to reduce their c . b . in a period
but fail to do so . Or , as Ohlin says , they plan to invest or consume
more and save less thus relating it to income flows which my-analysis just assume s -taci-tly but their income hence their
saving is increased . Thus Ohlin gives a picture of causes , in termsof attempted sav . & inv . , & w/o reference to hoards .

Ohlin ass . if xrisas xà xc xnxcpd inventories reduced in one pd .
more inv . next . Probly so . From original -ds i.e. , "cashing in "
money & consuming more , which is disinvestment too . (But whatever
caused original disinv . may cause further )

-Thus I judge Ohlin -gets cumulation . Induced inv .

–

——

In sum ,But I insist ac is not an alternative to S , but to I.
in any period , net saying is impossible (w/o am) If people C more ,they I less . People receive their incomes from C & 8 I , & disposeof them into C & I , notC & S. If they dis po sed of them into

x* S they would be dc.b. , which is impossible (w/o dM) C & S
are not parallel concepts. S is nd a social concept anyway , onlyan individual ore . Not aggregate , I mean . Well , saving has a definitenegative meaning , a not disposing of income . A me aning of lack of
action , rather than a meaning of quantity . One has 3 al ternati veswith c.b .: I , C , S. S might be called not a disposal of Y , but afailure to dispose of it , as far as circular flow of M is concerned .If people decide to dC at expense of savings , it is expense ofs as a fund , not-a- flow ; i.e. they try to reduce their cab . , or fundof savings. If dC were tried at expense of I it would be different .
No. dv .woud result , just reduced_I._

ī

–.

I am too extreme in saying there is no act of saving in instantaneousanalysis . Y received minus C is saving . It has a meaning , independentfrom inv . The twoThe two are so closely identical . it would be idle to
distinguish except for historic al emphasis on word .

When planned inv . exceed planred S , i.e. people plan to reducetheir c.b . , -Y- increases-- Ohlinsees this as starting cumulation ,ass . that 1 , the windfall gains will make investors think similar
ore s are coming and invest mor e , 2x ( which isn't nec . so ) ( as otherthings affect anticipations ) and 2 , it cut into inventories and thusincreases inv . orn . to fill them up , that isn't nec . so either , it
might have been a dI rather than dc , and the dI would increase rather
than reduce capital in system , have opposite effect indeed , this
probly often happens , explaining cycle .

LA

Ohlin also says expectation of higher Y next time will as a little ,but dI mor_e . Just opposite from K , who assumes it will as more than
JdI , have under empl . eq .

The motor of expansion . to Ohlin , is discrepancy of planned sav &inv. which means urge to enlarge or ensmall c . b.

it
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I

Von Mises quotes Bastiat tìxt thus , & says it
answers for all time the broken window fallacy .
"If it is good to break one , why not break themall ? Why not destroy all the houses , all the
capital ? "

This unfortunately does not consider that
there may be an optimum amount of window breaking ,
optimum in quantity & quality . Just as there is for
a monopoly an optimum restriction of output .

Thus introduce rxk some analysis .
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So if M & credit is reduced , or V slowed , simul . with increase of capital
held , is no suffering. Trouble is that in practice it works just the
other way : when cap . is being increased , credit is expanded , and v.v.
Think on this, maybe the key to smooth monetary policy .

I shouldn't say that attempts to increase saving always correspond
with reducing inventories . Frequently I think reduced consumer demand
for goods results in increased inventories for a while , just as it should .



Whenyoushift takes to improvements

lower ..., withall its harmfuleffers:
reduceV; raire 1.v.

you

so is aa net nive of amer values,
lower yields (almost) compensated by lower tax, & alower.. on this (almost) same net retain raising 1.v.

thers have more assets, lower marginal rezurns,
discourages cap. creation.



Who benefitedfromEng_
_free_crade bir Eng

landowner. because
lower prices in Ergi'consumer'not_Eng ? exploited,

to Gm crasesmaybe
Ad cup.fps formation....
in Gy,by keeping are inc.from
landowners.



Koleson, Jewher,John Socialism's Segacyto Churchill', forrunes,
Dec.31, 19-ff.19

inv./cap. GB was $111, of. $ 330 US.
are no..•figures on real net newim.

have been less depr then, new not justcushi.

omfr.
as

this includes...1950, gross
maintenance of existing equipment.

138, was 159⁰ -- fot
may

only24 postwar im _went to& much more to housing, education.



os a sales tax hits those who

living off capital, an income tax
doesnot. A big difference. Income

tax encourages depleting your capital,
sales tax clocorit.

are



Attitude of rich makes wonderfuldifference

toward nat. development. Ifthey
aristo, they investin land, luxuries, & liquidity.
Keep Iamd from laber. If start investing, theirland

for you.:: lovers land price; theirimmesting
higher



To make a country create capital, one
essential is to have good institutions toget inv. from savers to users. Give
individuals outlers for inv. Inflation

destroys confidence in money savings probly
discorrages thrift. Land temme gives
ideal place to put savings.

an



Tooke,p. 313

Landspec. cating cap ourof
productive



Timesofgreatpessimismmare a wonderful
opportunity for society to create capiral, for
"people give low values to their arrers,heme

seek to creare more
by accumulerring cash,

first."Take advantage of this by moneycreation.



Increasing lifespan is itself aprime causeof
for whenone has an oldage ofuncertain

durationahead,when he will have to lookafter

himself, he wants capital. Also, longer life
gives him more time in mostproductive toyears,
create cap.

acc. Forcapace.

where oldtimers are
For undeveloped countries to create capital,

they mustbreak family syrem
lookedafterso well..& not replace itwithold

agepensions. Theywillprobly not choose to doso



thepriceofmaterial progress is too high? ..

program willwill occur
maybe
& occur elsewhere.



4 1.2. would encourage capital

by processof lowering all existing capital

values.

accumulation



To get max. accumulation:cap.
Deprive peopleof allkinds ofprivateprop

save what they creare themselves. &

No unions, nogive
private land, no special privilege save to
own what have creared.

you

that all to them.



SO
How much a man works doesn't dependmuch on the absoketo returns, but the relationofmargmal to total returns over time.

one of the greatest marginal incentires is→The hopeof getting wheadsor fear of gettmybehind. Small farmers acumlooring cap, cf. To

getting
→xtenomis, examples. Cap. accommitation a bigpartofgetting ahead. ( so "interest product", 1.4. the possibilingof imesting safely &/or motivably, is a boy factor (and)



in incentives to get income.
So to Aproduction,1production, do not

wages, but also investment opp.
business ownership & good cap.markers,&

togointo everyprofession &businesſ. opportunities

& maybesubsidige cap.mhc... as we subsidiza

tramporection. Add to the allocation argument

this new, cap. creation argument.

simply givehigh
byI

home &



takes care ofoldpeopleWhen society
onlyitnot wartes them spent on them.

but also encourages them to be extravagame

during their working lives, thers loses
al cap. formation,valuable source

which wouldhave made all betteroff



Regional Surveyof NT. 29,
observer how A ..., www. lowered Land
values.



ma

Very high reported.
-from France, .52.

S.7. Chronicle, Jan 19:52
e.g. 10 %⁰ long term loans
-- & even as this figure, is

_nationed..

Capital shortage,
resultofgove borrowing?

m.See lipping'Maintaining Comp."', tibel_
"'Europ's Production?



THE

The formation of Cap, Moulten, Bor,35, Wash.
p.141 - 1929, 17.76$saved by indiv. & familine 2.2 by corps. This misses much

nos -secun
security investment.

p.143 - A. substannal portion ofthe funds raised from seanty flotations
wasused for

proposes other Tham fmomcing the construction of
capgoods! e.g. l acquiring securities or properties ofother co.s!.

Spec. inv. lovers p cap, discerrages realinvestimmt. Consi
reduce real inv.but loverrealhips. encerage investment.

exp

Mention in quoting
explanation of effect.quoting Moulton you recognize inadequacy ofhis.

Janzer stresses inelastic demand for petrol_causingitnot to

decline in depr., says ess mive fall not fremindors. Agners that
comp.pumping helped-Thouundesirable byproducts ofcourse.

500billion"Says Knam resemes in middleeast,_enough for250
for world! _So even oil not in danger. Production costs lamer.

yours
there.

discouraging

Error to think,asincapexp &stab p 295,_thateffectof taxes in_
investment is enimpectant because already

obnessly. p. 296, shows how theyon discorrageins withincometax
figures.

_too much available for
IMV.

V p 304, 339, 344

Mreaminghessness of 'Income! shown by spec. incernes inform..
analogy ofhow productoil pools are com be maintained

despite monop. - not an example, an analogy

1.

it.
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AX

r . 147

p . 148

12.
R

Bots will lookfortypist.

$ 35_The Formation of Capital , HG Moulton . Wash , Brookings .
p . 69-70 : New industries don't usually bring us out of

trough , but get under weigh when boom is going , keer it going
longer .

p . 145 , ff . 1922-31 , net productive financing stayed fairly
constant , sb.around 3b . Other financing changed greatly .
went up to 6b , 1929 .

p . 146 : after 1924 , outstanding securities started to rise , too .
Hence it is not saving exceeding investment , but exceeding

productive investment . }

Funds available for investment were 8-9b# , 1923-4 , 15-16b ,
1928-9 . Volume of new corp issues for productive purposes , including
mortgages , stationary at c . 5b . This was used to buy materials1

or hire labor ( or buy land--- making effect figure maybe even smaller )__
p/ 14nvestment trusts and p.u.h.c.s issued in '29 4b securities .

Funds were used to buy outstanding securities . ( then what wasdone
with them? ) Multiplied the number of claims to same prop , they
were spec . in , took m . ( How much ? ) This would have reduced value
of all stocks in m by increasing number , but it increased m

bidding for them still more .
Securities on NY Stock Exchan e are roughly half of all . Prices

of sums : 1 / stocks : 1925% , 27b ; ¹29 , 89b ; 34 , 33b . RLÁ Bonds
varied in same pattern , less extreme .

Rise of stock values , esp '27-9 , no relation to real growth ofnational wealth and income .

}

So the so- called new issues of later boom were just buying
8 mo y . s m might as well have been

hoarded . p . 149 , it was mostly put back to further speculating .
later years of boom , expansion in new lines of business ,

Aviation , radio , chemical , natural gas , motion picture . Great
rinvestment in them .

So , p . 151 , excess m savings were dissipated in spec . So ? All
of them?

Banks increased loans , too , despite fact that there were more
savings looking for outlets than outlets .

Also at this time wild foreign investments , most of which never
repaid--152 .

Hoyt seems to have stuck closely to commercial and residential
construction . How about manuf?

-Ellis , Exchange Control in Central Europe . p . 161, describes- now administered prices weren't lowered in deflatior , Gy . Cambridge ,
Harvard U. Press , 1941-

Keynes , The General Theory of Employment , Interest , and Money ,
NY , Harcourt Brace and Co

p . 135 , defines marg eff of cap . It is the rate of return expected
on a current investment . He specifically mentions supply price ,

(later seems to forget that increases in supply price will lower the
marg eff , by definition--- unless they increase anticipated yield as
much , in which case they aren't real-increases , for economy as a
whole )
-Make- it -explicit somewher that an increase-of demand in general
can onlyme an in money demand and that means reduction of real hps
as prices rise . Or else acceptance of more dy investing in -money ,
a fall of hp of investors .

-

A.
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p . 164 , looks to see , state directly organize investment .
p . 191 , extremes to which he carries . Not only is employment

dependent on investment , but investment depends on explicit moneyinvestment , so that " to every banking policy there corresponds adifferent long-period level of employment . " (not real iny , i.e. , but m )p . 245 , says that his analysis takes as constant " the existingquality and quantity of available equipment " , by which he includes
land evidently . Actually changes in availability of such equipmentare vital to cycle . " the existing technique " also constant . Yet
changes in it , as shown by Schumpeter et al . , vi tal factors . degreeof competition "---yet mid- boom growth of nat . res . monops important .
"existing skill and quantity of available labor " , yet real hp oflabor changes greatly in cycle , esp with infl and defl . He doesn't
think of them as constant , but parametric here --evidently thinks of

A*
them as long run vbles , on p . 247 .

i p . 248 : ..an increase (or decrease in the rate of investment
will have to carry with it an increase (or decrease ) in the rate ofconsumption . " in money i.e. , tho he evidently thinks of it in realterms . This describes the circle I discuss . A

p . 248 : " .. assume (as a first approximation that the
employment multiplier is equal to the investment multiplier ...

thea

***

Ch . 12 , p . 147-164 , describes how spec . may diverge from value inproduction . But he does not distinguish productive investmentfrom other . I .

4

p. 248 : "An increment ( or decrement ) of employment is liable , however , to raise ( or lower ) the schedule of liquidity -preference ; ...With this I-diametrically disagree , -in-section on can-hps change , e .£ .
Ch . 19 , Changes in money wages , he says real hp of labor ingeneral sometimes cannot be lowered--not in so many words , but by

saying it reduces " demand " pari passu . p . 269 he sees that this is
what it means and says if labor lowered its-m -hp " this-would- not ,
as a rule , have the effect of reducing real wages and might evenhave the effect of increasing them ...

p . 358 : " there have been times when it was probably the cravingfor the ownership of land , independently of its yield , which served- tokeep up the rate of interest ; ...

ASS

1

1

:

:



Newim. opp. may
caure new inv.

as much by loweringvalue of existing
asseto ·by simply the lureof

returns. The combination is what

[thru Al.n.] as

higher
does it.



Noted in Korea.

Theland is stillthere."__

Peasonis one planting.
Houses wined animalgone,& c...

4

Thus in insecure
countries, the tondering to
invest in hand rather than

capital, esp_fixed, descraviple

cap.
Honce a major way toreform

landsypem is international
ion, toprevent the

wam.



Moulton , Harold G. , "Controlling Factors in Economic
Development " , Brookings Inst . , Washington , 1949

%Postwar , savings as NI was 8%, ¹46 ; 6%, ¹47 ;
cf. 12% , 1941. Atbributes it . to high inc . taxes
not their incentive effect , but distribution .

}
1929 , " capital expansion " , $7.4b ; ¹41 , 8.5b ;

¹46 , 146 ; ¹47 , $19b .

Moulton goes for broadening distribution of NI to
combat oversavin , with inc . tax as method .

There must be

fromdef.bywhich

S = F



Hard
In K, ifget enough Inv, will offser far

'Growch ec' addresses self to whether this can continue over time. For each49
& moremore gan Y, hence more S, requiringmeans moreproductive capacity

offseriit.
anvic,yields

In my scheme, if morMEG

coses, thas keepsup in , boch now, & in conticipations.
(By -A non-int. costs, you may

depress mpc you on by rediscrich ; you

Lower

Note I do not

& Is more leverage to Agap
by redistrib. prospective

spendingof existig balances at much higher nate

menpy

add that

falls alooke, this can be

ifit has

4

in one instOMI.

compensated by afallof

(berprobly won't, if landbumpy included) slightly

undoubtedlywillvastly I investor's gup,now.

Imore to investor, you

say simply lower wages'. Thispervers
AL.A.)

betigrable

I relative to higher C, is as condensten bleas ever.
plausible

but not ca

argument.

exactions, new material costs.(which cumalates as

many
investors are small, many wage earners rich. & destroy

usualpresupposition about mpc offeer. Profession has lost perspective here.][ fost

feelof relative importance of the 2 effects]

More im . to

was the

Harrod's contribusion: C= ?
carefully dated.

non -interest

at
As I rises, ConeclocsToro, perhaps proportionately ... or anyrate, enough to higher

& if & falls gradually,
coses.

any depressig effection anzia y'elds, canbe countered by fallofcas

I this cd work to pt. where most I was served. & it wo be generally

of
understood,probly, motive of savers was to acquire assers, this being something.

an end in itself. (as stressed by those whosay int. isallrent.)

caute

q is inducedby AY che acc.principleI

inport. Anyway, higher som I level requires

is idea home im. opp.more cap

enough I to offset S.
little Tooa

Isa rateofgrowchat which AY inducesjust
high, thenit induces toomuch

But if AY gets

1, meaning more AY, explodes--- thus small departure fromb Cr meami

going way off -- usingboth acceleration & mult. principles.

I to AY clot. If thee acceleration; but from I wegerAY, then productivity:



Thus it works fochways. -- AY comes

analysis being implied.
from I, & determines it ... in nexTpd, apd



Good
Stuff, forarticle.

Will infinite land values prevent the i.r.'s becoming zero ?
Yes , for no one need ever invest in an asset that will yield nothing
when he can buy land that will yield something . But how will mechanism
work? I mean , how will it draw investible funds away from real invest
ant ? He who sells the land still has that sum to invest .

I.r. theories , 7

}

How buying Fart of mechanism is that rise of 1.v. gives people the capital they
land thronywant in form or higher land value their incentive to get it in other

Another is that casn will buy less , of land , so
cup.formationforms is reduced .

homocher people will somewhat increase their money balances , invest a little in
this disguise .dimulative

poren, too.
(note , incidentally , the tremendous fallacy in saying that lower

yields on inv . , may make people invest more due to income effect .
this overlooks the fact that existing assets are increased in value
at least a good many of them , depending on exact xxxxx situation
& this makes people invest less by itself , the effect of the lower
yields on present incomes won't make itself felt for years ) (& when it

does , it probly more than cancels self by lowering ability to invest )

For

A basic fact is that if individuals with money to invest do not
buy new assets with it , capital formation will cease . They may increase
consumption , may increase c.b. , may increase financial transactions ,
but so long as they do not buy new assets , no cap . formation , & this
is mechanism of stopping formation . Infinite land values come into
picture first in that no one will invest in other assets of no yields ,
because of the rent alternative ; t 2d , those who sell land will not
do so to invest in xxx new assets why sell something that yields
something for something that yields nothing? sellers will either
sell to get liquidity , to consume , to invest in pleasure goods .

It is probably fair to assume a desire to have capital of a certain
constant am't , at least temporarily . Put that way , sounds silly . But
may we not say that people plan to keep so many resources invested ,
independent of capital gains & losses etc -- at least very roughly
People at any time have liquid assets they intend to invest that is
how above analysis starts . They find productive inv . opp . blocked , so they
buy land . As land rises in value , society finds it has the capital
security it wanted from this source . It doesn't have the income , to be
sure , but it has the capital value -- silly to say a constant income is
demanded , for the security of a high capital position is substitutable
for that of a high income from ca . Thus the desire to invest is satis
fied . Those who had funds to invest feel they have solved their problem
ok .

NOTE HOW ABOVE CAN BE EXPANDED INTO ARTICLE ON THE EFFECTS OF LOW INV .
OPP . ---- A_SUBJECT THAT HAS BEEN MUCH WRITTEN ON , FROM KEYNESIAN VIEW ,
BUT ABOVE POINTS NOT BROUGHT OUT .
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160 represents

purpose . This diversion in
& drain of a significant ami's of cap

tumprobably offeers
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mustpay.enterprises must

nemprochure
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Criticize_von Mires?

&c. thatsalestax.
_helpscap firen_k_
simul. that it is

regressive..
Because valueofsavings

also cut...

Effectofsalestas like inc.sas
_to_ encourage___non -mke_economy
Discourage production &capfrien



Possibility ofmmp
reduces cap.firmn, byguiding

buying existing
intocap.

assets.
( cumulares).



Pinks inv..say
disappears; _but_profits!

higher than ever.

opp. are.

teeming
contradiction. But reconciledby

my- already
-..opp. choked off.

solution : rentsfor those_
est..are hi, but now



Fellner chap 5.

Suggers lowering classic&lemond

P. esp.
Might follow this thre

means lower & where main

wd not be redistrib, but tim..effect

opp....

Also distinguish freembr wage

from others, don't crearsame.
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HI

I
Cap Formation

ofuswithRuss,we wouw&do better. franaatize thisget interestfrom

is important." Question: how maximinge it.

agase is eccesof F.over C, in pd. Beyond

tomaximige AX&tome=5. mas T-C . But how go about this?Frai
benen.

I

Lontro Ialt

HarI Reynes

Reduring
ameta

15 haw F→s; pcsI ; 40, within limitsofrigidl Pasſ, highpe

to lower I will Lower YA·K sagy
scopery, nothing can be clone.

by still

Beyond this, divided counselatro

still more.

sent.

Also wareful45-.various
irresponsible statemente

Analyze& dispos.-forwhile this

(h.capss.Dutwar.)(denfinnsaffect

so is problemin lowering pc.(&
Felarily in

preventing

-Agroest

,

thoinfl

condition

.

of

modern

timmes
make this

much

less

urgent

)

'a' doesbook.
This clone by a, Aingyields,""b, lowering asser values.

sand,pidilega gourbonds(savewhere theycrearecap, beven

Here
meet

amocher
fallacy, ther

syields
don'tnee. A

invors,
chru inc. effecer!

which reduce disim, then AI, R -Apc

Sing

'6 ' mayalso beclone by lut
there racer bener)

Y

LicagoKeynesoff,said landaslig subst. hinderedcap.
subs:. Asliq subst, ithelpscapcreation. It isas

cap. creation.

Conclusion

Reforms like there-pec. to justify our society; ultimately,
should make it ourperform Russ., nowarner. But also bestwasprep

caps higher GNP possible in war.

Coms worshipperswrong -- hi com. Won't win, for much

to make it survive.
Hi

1...,flexible

&flexible cap.
to engineer, in sensepeople

theywouldbe hand to doifpeople
Look ahead to

ec -ist to
to

be 'difficulr'mayWhile measures advocated above

don'tfavor them, are not difficule in teme

for them: Asis other,is businessofouterclothing.
what are ultimate goals, nos jour folder teninformed in. Ifarejunctigh

popularfallacies, are onlyserving selves &
priestsgiving learnedsometion to

thatnot verywell. Callsfor reversal

Cap, creation cannotbe significantly Ad by superficial measures like AM.

oftrend toward welfare & consumption state, an emphasis on security.(#8willsoon result in more

& sec) (like France behind Maginortine, our win reachforsee. opens usfordescruation.) for
over



!

!

welfarestate, buta cap. creating state. are lesstoprove viable in same world, we

must ourdo themat that, not witha rest content to sheer that they

familiar than we with minh coars, roadhouses, perfumed soap& indoorplumbing. We wouldnotbeRussia not a

thefirst luxury loving society to be overwhelmed by handybarbariamſ.



IA1 theorieshavein common; KyAM →more SY thamAC.
4.a. AM
a.

Ao reduces debeofformals5.
limpact maher diff.

C.

withit tobegin ofit consumes, is doublybad,foritgivespeopleassers

repaymalno,discourages saving. foropposite.
-A

if AMgoes to supportpeople in idleness,won't 4 incatives to resources orimuron

A wring too. But impact only important if
likely tort, so there is com.possibilityI wrong to ignore impact, just mention 1.A.

adjusemones cag --ifst tosi imtimed, doesn't matter. Jc, au contraire, nor
fags are wholecauseof AM having anyeffect anyway.So

b. K's theoryof influence then...
the said more lig.

impact.
Lending. But also means more cons,perhaps

p. 2005,6
more

oreson

assor meant lower..m, more

meam neither,but justnothing.
& if AP, meam neither,but

•using equimay,argument; &also assors com.argument.

K's theong of com+P. Here, likely tobe some.Butevenhere, disims likelyto take M. bigflawin

agament.

Rob's theoryofpreventing imposed d'islucking. Nogood, because is also imposedgrossion,when

& hesaysAM allsaved. Paritymay seringfromhispol. analysis, tending

Parelyan people in conded to save moreallalong.

07. 'Forcedsaving': is expropriation,but not nee saw.

d. Conclusion: Alwaysgood

list.

to avoid -AP. Butas aggressivepoling

Butinfact, tiherr Survey show, A++AC

»)
AM takes cap. by exploiting M holders. (No "forced saving, just expropriation

theymay give itupby consuming less, thenger cap. creation Aremore

likely
less

to give itupby creating bencap.priva

Not asgood as AV(which dloby dinggolds) that lowenassers

Except insofaras Aproduction. AM
grossim.

to make 5 residual.

to contract.

do thatin

to create
cap:

may
many ways which

AM¬AT

A comp. in lending; institutionally,problylowersin --

a.

work.. p. 2028

b. Amario
wouldget

espif

(Uracail rigid, resourceflexible,

of incentives to existing assets. Incentive to sellspocs aswellas to

lender exploited
p by Cheating

bondholden, frecing
borrowerfumdebr.

·equityholder, because
offbever, to

d. Rigid P. Butmuchoverworked. But ifrealAM wantedgood.

e. Stimulate im., because passion pay

f. AllowI realcibo,where thatdesired, &maybe -4P won't do it, bor break banks; otherwise uttempt to

Areal cub. continual disim. over i've as

permanent policies.

effective

Vone of these ways are just,when call a spade aspade. Noroffer

otherwise,healthOpportunitiesget saturated afterawhile-pensions arealllowered bondsal

policies. AM like clope. When bodyingood

accustomed to it, stimulates to great heights. Resules: addiction,

It simulates effectsofgood

lossof effect, of morality, offreedom. /+ simulates

habits,but onlyby exploiting clevelopedparts, whichcan'tgo on.l not

Rob. what AP does to
quore on

explained,

as means
Except is alsogood

can't doit, theprivate banking. Good
of allowing ArealM. when -AV

to lower cosesof making
disins. AM speedsprocess,

bywant toA c.b. theydo it mainly
& whenpeople when is impossible toAreal M by -AP]

this lessens disinversing [AM speech it exp
M.
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is by cap

inber sevice.
Strengthen marginalfirm &debion improrecome discourageconsobid. Puts & in hanch ofthese

Makes banks&c. cap.morpeople more solvent, improves cap.imber, & im. upp.

J.
p. p . 2025 throwing oldgoods onmles,somifinishedincoequiresproduction. (fact thatgoodsare thrown

•followsfrom AM heldbyintermed....
nfact. p. 2042)

inred.

-than

otherM
holders, including

intermede.

Pensionen, who would spend higher tofor C,expropricare

0.

which also makes cup.
cheaper othen

coverpossibilitiesorexplain much.

-

Mention

Fisher on real&M ..̂ ., related but cloen't begin

e. & antin
as an extra element

a
·forure infl. stimulates equityholders toim.,& banks to londto them,

can cons.more,&buy
addedto contic. yeld in exploitationofreal conclers, M holder. But theycomdonothing

&buyno bonds) M holders

about it, for they must acceptM. (But they

stimulated to SV, machofwhich is Ad reim, by antic. fall of M value. People stim. to borrowforall

security.
kinds ofpurposes. & banks to lend,for ismuch more

infl. even

Reduce claim ofpensioners

(ifraces are so collected --ifare

probly encourages bond lenders alixle, forbond toan becomeso

much more secure --in deflation, bondholders lon'sguin, because ofmoruroria, & that

is even worse than inflation losser.
sortof repudiation is even worse them

creates air of confidence, like Al.v. Maylower ..., Aassers,TOO --Loweritfrom5Vide
apply

are onere on currentproduce, A % oftoralgoing as incentives. Reduce racesonpred.
on renes, infl. Less stim.) •from res. reg. PTC.·8.

h. A confidencein future &, thisreduce C ? ORAC ? lowerarrificialcostsor renies,

i. When AM initiative from tanks, aggressive comp, lowers cosesulcap rabees, As comp. Cf.to -AP. (whichonlyworks

when banks don't create M anyway); borrowers don'tneed somuch M becauseoflower & banks

Lend restof funds,but lesssure.
be aggressive

may

k. A surenessofforure &, →Av(boch less5 & lendisim. --well,more (8[)
l. Sime midellemen, tending toward monop, are us

encourages comp.
·usuallyfinancing and mon, infl.weakens midellemen,

ofeenmonopolises p.2003
M. Lowers retainsofrigide, who are

n. Incermed throw goodsonmbt toget cast to reinvest; oldcap. thrownon mhras old M claims
2029, on how this makes currentgoods

are destroyed, like moregages. p. 2028, &,parsim, before 2015, 2016. dearer in termsofoldones.



7 Beginbyoutliningframework ofM concepes within which observation made.p. 2018

How A(Y-C)
Paristot

A. AY, beeping I come ornising less.
not AC, oh.

But limits: 4 →AP, cap. creation not

to -AV.

DAM, itAF, not
asper Rob. 4it4AF, overl

+from fructifying 5, Rob's seme,but exploiting M holders.

Nore also is renuous ass that AM underany condition willAY more thanAC

ifAMfrom consumptivegoueexonditures nocap.created. st.Comutualder.of$81. over2

2.) 45, asper Re

pessoas

Aftto it appears mere SM not togood, we really dependon fallofpc, withAM;& how would

Ape be anythay? seage,say we'rehelplew.Wrong.Lower coses, taxes,polit,insermity. Cuss 'inc. offeer argument.

will doit. But thiscomesfrom previous cap.
Real Ay thme Sproductivity will do it. But thiscomes

only cells inwhen we start tosolve problem,ger cumulative success.) (which is important

for reeminglyhopelex condition in some underder.areas)
antig.beagn.

creation,so

AY

B. -AC, Y come or risingor

pecifying

risingorfalling less. (speakingnowofjour
redund desire to C, MOT,

later)
integrate

1. Inreal terms, new cap, immed. compl,& also immed.earning and, willAY.

to immediate presupposition that -AC +AY.
conven.

_(unless-AM) & lowering retail P, Asreal

Lookingon spending
AI → AY.

nC is spent6not Y-creating
M not spenton ( is

2. comm.precipe.
3waydisposalofc.4, (& Yasresultofspending, nor cause), AC meam

decisions as
hint have.I (if-AC original

Equimarginalism.over

also + AV.officing allude isforure, p)
makesus & I don't

(To offer thesholding &M oh, sewe'nprins & causemou t ...
jump.asſcumprions

an ass, but asOuryearsof a woning to K. as

'genual case', as K. labelledhin

above as
very particular

III

M terms,

present

one likely possibiling

Consider incentive effects, offeerson holdersofe.b.

are conditions whenapreferable

ies to which

We must consider various possibilities, &which applies

Can't juststart with -AC, mustaskwhat causedit. But for present, assume itjuur

happened,fallofpc, see ifitwill A(Y-C) Foushipping.situation.

3.₁.

mt an

frivinize K. in. ((notand creauingexpenditure)

bn K,gorno-adroniMONT46
would scop.if

K.said -Apc

GAT -creating, butgrossines

invprofiratitingneireclmedbyss.
13/mon't red typing: anoffranger

fearfor wanting to Ac.b. Bor disim. is trouble .
1

- boxinceatityyoudo, Orink,couldconsider sp.
moderate demande

& maintained. Sand I would fall --Imust showitrises.
mm Mi

Assessins No limit to immof,as other recomesfrom.Itook not ners.
subraming

Gernonet

S --not

because

inc.Low, but disim . offsers- lowy welch.

identifying tren needfor not!

objector. Exp re cap, creation, where areupposites.

4. Fearofoversaving cuss Keymer for

applies where originalAderingistofile
coppider various possibilities.

Reduringkost (&stgrowsI.Ithenorfor reason togives,which

Vartinine abouyreading,Now toget to"get to reality, don'tjust assume (fell,for askwhyitfell. Most likelyduetofallof

Simpless& most satisfying to all isAyields.(whichmaybe doneby lowercoses, caces,and) Keynesquere

+ Another case iswhere initiative forom Ayields,which -AC by lowering

asser values (critisize ' income efffect'); they also II (both byhigheryields,8because

Lower assess av come). So same force that Lowers ( nauses I.
likely situation, & here C &1 are alternativer, Finked with.

This most
conclusion.withmycon

S. -- today,BUT Linggields han limits,& wayofdoing it is hard. Besicles iffullemple, or sirvation

moregions ime, justmore
agg. Iemandnot missing limitationally don't want

inorder
is main problem,& nOTjuss cyclically. So waysof lowering;pe
where --to III
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not to
better tham -AP,conclude AM always many reasons. But AM as an

aggressivepoling to I cap.formation good. Reseson exploitation of bond&m
holders, cakes confidence from there, worsens cap.mhus,mestsaving; but AM aliving has

good effectofsing competition in lending.
in

& 5&1 tendto varytogether,bochAdbyAyields. I He would even & wareful 1, verybod,

&
vacant loss

resources, by loweringformevalue, thus lower
3 Mention Ayields also lowers costofreach.

costs,furtherAyields.
5& 1 my bockAd by Syielch,good in anysyrem.

Retracting to higher com .margin meam going to lowermargins in other user

Foritindicates saturation with com , a lower margin there them before.

Payingdeber becomes moreprofitableformofreim.
subsuminggrosston. in 4#NET isbad, misleading, for nor

netsun.is absolutely wring.

ofassers.

entirely wrong. Calling -AV due to



b, Keeping

to problemion issolved by a the Recluringpe

upyields(w/o worrying that -Apcwill affect chem). I keeping ligprefdown.

Have shown -Apc won't →

how yielch maybe he's up, will summarize later.

A] to with clear conscience can concentrate on

-Ayields,jotengiven cap.

heeping upyields.

-Apc.MAA

lig. subst. Itwas, & is, a cap. subst. good way

Discuss how landpurchases deprevent cap craction

Lower amsers. Ayieldsgood...effectofAgielab langelythe thisamway(also +AV, LowenrealM)

Re Land,pore K's evror that it was

work it in, giving
impression

emphairs is on K.

AT.
Playupgovebombs danger thatwe farurareour desirefor assers holding

them, while your

B] As to keeping upy

Have suggered

sume measures that lower assers will do that.
Lowering hpallocation .. etc.

aswell as equilibraror ofourpor & empl, which

sucha huphayand pieceof
won'tseem like

byAlm;&byAV

Lower assers&their influenced

tas shift, by lowering tip; by improving

By
is

permanent souvre of keepingup gields;

Imissed ouewhichshouldbescrisſsed, sofull empl.
k ove

Tveryof thehigheryuldswill incar

stoch,resources NOT

funcher Lower

ceplicaredby taxes, either)

asidefrom special features, morely lowering assets will lowerhps. over

is an assor, very important sec.
need. VoluntaryVoluntary insurance bad compulsory

thatsomeone will take careofyoufinner mentaryone,toe,tee,ingeneral,knowledge

These blower boch saw &im,by Ahp, & sarees,
enough;

is
unconnionable. lower

lig.prefi 4

<] Jowering asse-es will AV,saveforbonds. Unbalance assets;

imc.yielding useofaners; reduce financial' 7; Lower Com,&com. T;

Withfever
buy, need lower financial falances,

& also in flow fewer expendituresfor existing assers, whichare alternativeexisting assers to

reinv.

to



because altern. to reim , not to com. as
How theyfurther raise assers, Aing com., capgain caten ces inc.

How in primitive communicer this is seen, that lond.purchiare toprevenes cap. crecition Brutalso crnerend
people sewings to buyLand, that

I is not that notor. ... in .bet the ints don't
now.
would still creare cap. Par that theydon't save.

IIIB Mnp means loweryieldto im.,&drives cap.

VA

into existingassets So ansi-mmp. calledfor

Highyieldsmean oldgoods thrown

from oldgoods, redures demandfornew, I cap. crecision

mbi is destroyed. p.2029

Cons. satisfied
capathwonnon

mbt to consumers, to holders com neim.
dubiousfor the



IAld
org.
Temptation to say

form

consume

AM like issving sec., where people

-AP

less than theyproduce;But could also do it by

want to holdim, in that

essential process is just
or disinvest.

Tendencymechanistic necess

that nextpeople

to involve

So to show AM creates cap, must show it causes process

Which can be shown, & will. But stress is not

les com, les disim., :
are I will show

automatic revueltof AM, by any technical necessing. Hence dependson

having certain precedent conditions --& what they

Also incidentally meam is no

doesn't nec. reduce com.,reduce com., maybe just
'forced saving! Is an expropriccation, for

reducesprivare capformation..

desire to Sasseco, as ass.
AM doesn't nee 4(1-C), as assumed. Desire toAM may notbe assoc.with

Maydisim.

to assume AM automaticallymeam more cap.creation than -AV,

necessity. NOT SO.



I. Introduction

Free ec . institutions on trial , challenged .

Over years , most important thing is cap . creation , rather thancurrent cons . we overstress . Will determine living standards & nat .
power in not so distant future .

Is not entirely matter of getting ahead , partly matter of just
keeping up with depletion . Cap . creation , rather than non -use , is
answer to conservation problem .

Russ have been outperforming us , in cap . creation .
mean their institutions have more survival value than ours .
not rest content , but change ours to encourage cap . creation .
Wrong to judge simply by relative cons . standards , as some tend to .

Which may
We must

Eс . scienz ists #ivix give no unanimous counsel on how to increase
cap . formation . Most agree simul . Y- C is it . How to maximize Y-Cis moot . Some would dM , some dI , some -dC , some dC . This paper will
a , advocate -dC ; b , suggest measures for doing it .

Process involves criticizing much in K. Tho few now take as bible ,
many x peculiar assumptions have become common thru him , willrebut .

II
A. Consider possibilities of dy , more than dc .

1. By dM



IAI C
Roberroon com

Forced saving.

imporforced serving& imposed distacting(orfructifying sponcomeous3)

The alleged process.
AM AP. Thosepaidby AM produce cap.goods, theyarepaid by levying

thuswhat there might have consumed is converted es capital.
M

holders

(the less AP, the lessforceds.)
Thenpeople will save to

Criticion
Inadequate statement, theclealingwithrealproces.

less C, mustprove.

more production,
subtracesasR says.

Can'tjustassume new ding.means

wo

Fructifying spont. S.

Realprocess corresponding p.2009 et seg.
age

production, due

TO
to def.a 'forced lang' if AP. BUTneednor →+A(7-C). Willencourageproduc

+ elast. resource supply. (&part ofoffeeris continuous) thisprobly I real5.

Ayields, forabove & other reasom (referfund), makes more Y, less C

neof currentproduct,I also ofoldproducers.
p.2016

Currentproducersget more
ields. Thisget syields,fallofaners, more 5.

mosely.
This implies no fallofyields. This

Reduce C,probly, forpensioners
consume.

Allegedprocess.

replenish c.b. after AP has reclused--clead wrong.
Besides,itwillinvolve

...for real, not just illusion reasons.--& this adds to A(Y-C), NUT

Unfructified S
DueTo S, P

It
No fallof!?, no

•full, real( doesn';fall. GrossIfalls.

Perhaps exploiting desire to to. Ac.b., usingit to A cap., makingpeoplegivecap.

in recurn for AM, is idea...maybe Ijust infor whothedessi't imply bur worth comment, isa

Role of AM easy, p. as intended.
I, so resources diverted into producing capgoods,

keeps up grossended c .
is all sured.

Criricion

shoulddist. desire to sassers from desire toA.C.H.

2007

4people in tend to Aassers, theywilldoso./Stresſses net 5as causeof lig.croubles, when is

definitionaty;orbecausepeople lookingforAM.May A
really disim./C would fallsome anyway,as given M im. continuesar lowerp/Dubious that

AM would all be saved, ashe assumes.

AC >AY, byAing sureness offorure.

P. 2007

Real proses corresponding.
to"really describinggeneral lign:"flight into M', otherwise grossI wouldri'sfall. p.2006
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In one trade,if clemand·falls, marginal firms

lose value, are easily acquired
haveby richer. Theymay-large capital value still,but.

this mortgaged tobonds,
•fixed charges whichdo not...
fall.

Deflation wouldhave
same effect, as faras bondsgo....

Inflation would strengthen
marginals, improve competition.



III A

Infl_destroys fonds.
thurAs assers.

But this only applies

bonds tothepaid from
TUME

1
are tobe paid by

unconditionalpayment

scuamen

-

T

es .

production
assets
mechure them._

ta
not a

70

TAXON

the it. Too manymay

(
nee, if APDAM)

'T Areal M
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d

T
pavilybecause Massersnordd

When dI comes from dM , is likely to be matched by dC ; while , when

comes from existing balances , is alternative to C , not so likely to
be matched . Hence dM different from other dI --
assume it will increase Y-C .

cuss K. & can't

A-1 : Always preferable to have dV rather than dM , for it lowers
assets , encourages saving . Besides , dM likely to dC just as much as
dI , but dV means dI at expense of C , probly .



10

Another drawback to govt . issuing M to fructify cap . is that
AT it is govt . that gets the cap . If it just uses it for current

expenses , no cap . formation . And it acts as capital substitute ,
letting people invest in m , hold assets in that form . So the more
M there is for people to hoard , the less saving . Brodez .
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17

Impoverished nobility , spendthrift rich heirs , high cons . standards
for certain social groups , shirtsleeves to shirtsleeves in 3 , etc.,all reveal that within our society are plenty who live on capital . Farmdepleto
So is quite possible that whole society should deplete its cap .
Is not a remote possibility only .

Also have farmers who deplete farms , move on w/o capital .

Cap . formation is also answer to depletion problem . Problem
not solvable , as many vaguely imply , by ceasing to use resources
save by taking more inc . as liesure rather than material cons ;
but by cap . creation , which allows make us to use resources harder &harder to et at , with no limit on future . sturctural materials
can be reclaimed , & energy is always coming from sun , atoms , etc.

We should not be deceived by our seemingly high cap . creationin past . For much of it has not been net creation , but balanced by
depletion of natural resources . Ifxt Tendency to look on returns
from depleting as net inc . , consider it cap . creation is not consumed .
But is not net creation , is just transfering natural resource tocapital . If the balance could ever be taken , we might discover we
had contributed little to ec . resources of America , but just changed.their form .

Use above in intro . to point up importance of cap . creation .



ba
As i.r. falls & l.v. rise , assets increase , reducin desire to

acquire , more assets . Which means a , less savin ; b , less income producing
uses of existing assets . ( e. cept that seeming increased "liquidity
of land would cause more investment of m )

1

You might say that increased assets mean more income , which means
more saving . But in this case the rise of assets not due to hi her
income , but fall of i.r. (except as cap . gain is itself income )

K. says real cap . formation from saving I agree . Later says
that low mpc prevents cap . formation probly on grounds that it
reduces investment . But the inv . it reduces is just the reinv .
to replace nigher cons . Whatever the mpc , increased real cap . formation.
in K's system will equal the x dI , because S equals it . A high mpc
means more income , but not more cap . formation . But possibly he had
in mind induced investment in that passage .-- check that .
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All forms of taxing explicit m incomes discourage inv ; because

are alternatives : holding m , int . analogy inc . not taxed ; consume ,

int . analogy not taxed ; buy land for pleasure , inc not taxed ; buy

land for cap . gains , inc not taxed so much ; inx=xking residences,
Also encourage investments with hi implicit incomes

businesses in more pleasant areas , etc.
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Above doesn't imply that existence of land values encourageswouldsaving -- for whatever asset they bought with saving , it
But it does imply that itxiMxz;increase cap . formation .

It doesn'txoximzxs investin : in land doesn't hurt cap . formation
it reduces S by increasing asset values , etc.
what people do buy with their m ; but just that they don't

That is what causes carital creationconsumption goods .

exceptmatter
2

buyt
When banks dM for customers to buy land , that doesn

increase saving .-- by lowering i.r. , disco -ra es it . Workthisnec out
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8,2
Idea of saving as residual . Simul . analysis . Only holds if pd .so short that cons . plans can't be changed in light of known changesin Y. To choose a pd . so short would serve little useful purpose .

Would perhaps just be a han over from pd . analysis , where pd .had to be short so you could spent out of previous income .
enough to sav . not an automatic definitionalbehaves as one in fact . Probly not .

So , having pd . longresidual , can ask if it
For Likert results show
greater increases in C.
good job . Cause-effect relationships shouldn't be fouled up . ) ( Itmight be the increased C that caused dY)

that increases in inc . xx cause even
( better get that thin , see if they did a

There is certainly no presumption that dy is saved . For savingusually involves expenditures , is more customary & institutionalizedthan cons . Insurance premiums , budgeted savings ( "Spend what isleft after you save , don't save what is left after you spend " ) ,debt retirement instalments , instalment plan payments , etc. Many
when they get an unexpected dividend consider it pure gravy , goon a spreee especially in this day of taxing capital .
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" Rigid price " explanation kæxxk of why infl . better than -dP has
been much overworked . Other factors neglected . Making it seem that
trouble wax with monop.s is just inflexible m prices ; while it really
is that at any p level they raise P & restrict output . So in fact
dM won't solve that , rigid P explanation makes it seem that it would .

the rigid are notnee. monop. ones, butare customaryones, or contractual ones.
AM, gove can abscract

over

In summing can• cap.from
economy, atogain to cap. creation. In reaction,people com willproblyredund

both com.& cap.formation .
do not

Onlyif reactionofprivates is takenove

not -AC atall, is there nonet-gain. entirely in

cap.formation, ifthey
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1

Is still something to my old idea of cons . & inv . expenditures as
rivals , paralleling/each other . So dM causes more conversion , takes
resources from producing for consumption . My old "ratio effect " .
Certainly is ok for resources producing directly for cons . , no intermed .før

1.e. AM cakes upsuch resources. gap?by lowering investors

To think of dM as automatically increasing Y - C is to either think
of I as parallel to C , or in K terms of I determining S , i.e. inc .
rising until S equals I. Or to think of resource prices as sticker
than retail , so get increased production , but no increased cons .

In fach might just as well get no increased production , but
increased production , retail prices being sticker than reso rce
prices .

The "ratio effect " is shot if cons . increases prop . to
inv . or greater . including the swiping resources from direct
services effect . Viewing things in parallel makes no difference .

But the exploitation of m holders effect is good any time .
Issuer of dM takes from holders of existing M. Which , however , may
not increase cap . formation . dM issuers may consume ; others in
reaction may increase cons . Aeinfass, vernon wrives me lovers, vingrillcome
tatt.

But if a govt . consciously uses dM to increase cap . , it uses dM
just to buy cap . goods itself , or for others . Is then likely to
reduce cons . of m holders , by inflation , & not reduce production .
But limited . As soon as infl . generally anticip . , m users will
discount in advance , demand higher returns from start . Disruption
of m system makes all social accounting harder , security issues

. difficult , etc.
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conclusion
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a

K. also had a dM proposal for dy .had dM would lower i.r. , thus dI , dy .
This assumes it would increase real assets , which assumes P wouldn'trise , which assumes real Y would rise . I.e. it is same as assuming
dM yields dY , real . Also involves ass . that mpc less than 1 , not
nec . SO .

If dM spent on ix cap . formation , i.e. for resources , raises
their prices relative to cons . goods , lowers investor's gap .(But govt . mig t buy more final oods for cap . formation
dubious )

This is IF original tendency is not to consume more because govt .
inxesting dM . Thus if there is such tendency at first , it is
immediately self destroying .

tho

Possibly in particular circumstances , taking advantage of various
short run habits & inflexibilities , dM may be used to create cap .
tho I suspect usually the uncreated private cap . , whichtnere is no
way of estimating , is great , & what is really being done is creatingit for govt . use rather than private or , of dM from private
banks for private peo le , in one way rather than another
So for long run , or general short run policy , dM no good .

Not all of loss to m holders & bondholders is gain to dM issuers ;
much is redistrib . among other groups . Equity holders e.g. gain .
So dM ca ses redistrib . of wealth which is incidental to main object .
Result of this may be to temporarily increase inv . opp .; but over time ,
destroying faith in m , will lower them .

(As between private & public dM , private is surer to result in
cap . creation , for borrower must repay . This even true for cons . loans .
Borrower must produce more than he consumes in future . )

Govt . takes the resources for its cap . formation . Will others
react by consuming less ? For if not , is no net cap . creation . Theymust either consume less , or

(assuming dM doesn't increase production . Under certain
circumstances it may do so , but after a while whatever effects it
may have will be exhausted . This is not , incidentally , nec . thepoint where resources are fully used . Many things besides a deficiency
of "aggregate demand " , or gross inv . , as you wish , stand in the wayof full use of resources . One of most pernicious results of K etc.
was the exclusive importance attached to monetary demand in determinin resource use , detracting attention from xoxeximparżant otherrequisites of a sound economy . In a world of interdependent , limitational ec . resources , foolish to say that “nkyxonexøɛɛd production
may be controlled by just one of them )...or create less capital privately . Why should they consume less ?It is resource prices govt . bids up , not consumer prices . C.b. are
larger in respect to consumer goods ( due to dM , & since it is receivedat net inc . position , likely to be consumed ) ; smaller in respect toresources . Inv's gap smaller . Equimarginally , consumption uses ofcapital offer more than inv . So private inv . likely to be curtailed ,not cons .
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Isa relief to find S&I are

iclentical, for, in real terms,
one inverity accepting M.& theyby
shouldbe identical.



..Indirectly, ofcourse...
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relatively low rares may
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&

wealth.

Rob., Mr. K& ...
fence. p.451, in RTID...
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consider I am
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then -AC seems topore greatproblem, to 45

But when affectedby
grossI seenast creator, not

C. Unoproblem. Real ins. follow avromerically

from -AC.

T-creator,



6
c falls,4

automatically,
Iwould say

no AF or AS.
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You I in M whenyou Ac.b. ₁.4.Save.Soaresame.

fructifyX. neverfollowed thru implicationofsimul. analysisfor capcreavin, he

Asfor cap.ruch to some stock concepts, about few needingI.to

creation,itis im. that requiressur tomake it real,while stanisgoodany

Time. Only ne Y is I more determinant. Simal constipis makes I& C

directalternatives.~_butonlyin 'single'sense, that -ACAF Xolon(Kalma

'couble'sense in not spenton C is spenton F₁ to -AC + 24F, & no -AY. This

quite likely)(leproblynormal)

it.
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II B 2 Object of this xxx section to dispute widely held idea that
I & C tend to vary together , show opposite . Both in real & M terms .
Consumption is always disinvestment , from viewpoint of the one
consuming , he is reducing his assets . Is wrong to say this will
encourage reinvestment . If capital were simply destroyed , that would ;
but more consumption indicates more desire to reduce assets , on part
of society . & conversely with less cons . This is the thing K has
entirely balled up . Where motive force is desire to increase assets ,
less cons . goes with more inv . , not less .

}

S

}

}

}

1

Keynes has schooled us to always think in these terms : we consume
"out of income " ; we invest " out of c.b. " . Which is nonsense , they are
parallel , either could be conceived either way . But better to conceive
of both as "out of c.b. " They are alternatives . -- not 100% , for is
3d alternative , to hold . They are also alternatives in another sense ,that same motives that make us invest make us save . But that is extra .

J

the less grossPrice effect also important . The more cons
inv . in real terms , for goods taken to consume by holders of c.b.
can't be taken by current inc . receivers , can't be claimed by them .

Exposition : start by picturing #isiиx cons . from c.b. received
for selling goods . This reduces m inv .; reduces real inv . by raisingretail P , in addition ; indicates a desire to reduce assets , the cons .isn't going to cause more inv . To make pt . clear , for those whodiscount small price effects , suppose all m spent on C.



IB2 1 Stress , in simple terms , that in real terms what is demand for
resources to produce is capital which is not consumed , but is

} converted .
}

And the more we consume , the less is available for that .
So in this way also , cons . not only prevents cap . creation directly ,

but reduces production , thus furtner reducing cap . creation .
I

16

(

K. had it just wrong . In fact , is likely that dY causes equivalent
dC , as c.b. of net inc . receivers not big nor vble ; but not at all
likely that d causes dY , for inventories very vble ; & C is alternative
to I , while well , dy , being caused by dI , not likely to be matched
by increased C , for same reason . Unless dI is from dM .1

1
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Ja desire to save is also desire nor to disinvest, for is
ire to Aassers.

& muchdisim. is to consume. So not consuming goeswith not disim, ... Investing.(Bur ischisguns[.)

to sew.Iim.go together. In slump, opposite, deine to reduce &liquefy

assersgo together.
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1, 2
BA

A decision to consume less is , following equimarginalism , and
concentrating on fact that expenditures are on decision what to
spend from c.b. at one time , a decision to invest more --Xat
both in m , and by lowering retail P. If can follow this thru ,
result of reducing assets in reducing C is , per se , to increase
both M & real conversion . K. overdid inclependenceof C&1 idea.

(Habit of subsuming reinvestment , & tuinking of C as inc .
creating ex enditure , has conditioned our minds against this
idea that less C means more gross I. But if all c.b. conceived
as one pool , it follows immediately ) But what more natural than
that the saver , having created capital , immdiately puts it to
use by converting it ?

}

People consume from c.b. They invest from c.b. K's
unparallel treatment has no excuse , that I see . You make these
expenditures independently from income wich , presumably , is
paid at end of pd . (which incidentally is a good pu . to choose

d . at end of which inc . payments made )
We have c.b. , & 3 alternative uses : hold , consume , invest .

Equimarginal . If we decide to hold less , we will increase
both C & I. But for other motives , C & I move inversely . If
we decide to increase our assets , we consume less & invest more .
If we just decide to consume less , we invest more , for equi
marginal reason : don't do it all at expense of one alternative ,
holding , but both alternatives .

Deciding to -AC is clecidingcleciding to A assers,& thatmeans At wo
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When C rises , it means c.b. have been spent on it , c.b.
that might have been spent on I. Even if they were just going
to be held , conversion falls , for some of goods are taken by
those who already eld cash . Conversion is maximized when C is
minimized , goods all go to those getting m for current services .
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Disinv . causes replacement by lowering assets ,

increasing saving .

Rather than by increasing gross inv . , to replace .
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that lowerpc reducesim.

thatrests on ass.
Keynesprediction
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IB 3 Red sheet , star :
In enthusiasm to pursue worthy object of showing dM

preferable to -dP , K- ians etc. claimed to show ec . has no equilibrators ,
spread nonsense about , still persists . That free ec . doesn't tend to
full empl . In fact , -dP is equilibrating ; & inv . opp . kept up byfall of resource prices . They scared us with idea of inv . & sav .
decisions made by different people . But they tend to ether ; &
full empl . is always possible , anyway .

III A Cf.ing taxes to govt . bonds . When you finance govt . by borrowing ,
might say , since this obviates that much taxation , it helps cap .
creation that way . But taxes would partly reduce cons of payors ,
xaxtkyxrædX2EX . While selling bonds is entirely at expense of cap .
formation . This true

Incentive effect of taxes no argument . For antic . future taxes caused
by large debt just as bad . And So at any time is matter of using types
of taxes that don't penalize production & cap . formation.



IB3 7 If high pc is cause of inv . , is remarkable that in underde
countries is so little inv . , either ex post which is natch
or ex ante ex ante , get hoarding , very low V.

Is not nec . better to have cap . formation go with higher in
For higher production means more depletion . The more of our
income we take as liesure , the less depletion conspicuous
consumption as a means of keeping up income is a false God . Fo
the less depletion , the easier to earn living in future .

My cap . formation concept is net of depletion . I doubt th
others are . The higher income , hi her is depletion , tho not byas much . I don't hold with extreme alarmism on this pt . , butit must surely be considered , & unrestricted worship of cons .
will surely lead to trouble .
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"Redstar "Once we rid our minds of the bogey of downward cumulationresulting from lower resource prices , a whole new world opens up .

The economy becomes once again perfectly viable , and the means to
making it so perfectly clear ."

"But it is absurd to think lower resource prices are anything
but equilibrating force . They do not lower m incomes , primo ; by
increasing investor's gap , and increasing real c.b. , they cause
faster spending . [True , they delay the receipt of intermediary's
income , but this just frees M to hire more hired factors.

Even if current inc . were lowered , this would not discourage cap .
formation , for that not xz££æc ± ødx adversely influenced by smaller

1 current consumption . As to antic . future imîk deflation , that is
moot , while lower costs are real .

K likens lower costs to lowering i.r. b, increasing real m ; butit is more like raising m.e.c. K says , why not lower i.r. "directly "

1

(

(

1

1

•
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by dM ; but if lower costs result in higher m.e.c. , which dM can't
do , this breaks impasse , stagnation .
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-dc reduces profitability of investing in short term inventories .
Is this same as reducing #xixxx inv . opp . in general ? It certainly
doesn't reduce future prospects , as K. alleges . It will turn inv .
toward future more just opposite of what K implies .

Besides , it mainly just reduces the flow thru inventories ,
not their size so much . may Asize, because ofgreater cap.supply.

So problem is not one of using greater supply of cap . on smaller
opp . , but on substantially same opp

Is there anything about -dc that will make gross inv . be less ?
Not if it doesn't reduce inv . opp . Because gross inv . occurs to
make profits . If you can make just as much by investing in longer
term assets , gross inv . continues on .

●

Difficulty is when long term inv . opp . fall . Question is , what
i makes them . Not antic . lack of C. But other things might : antic .

confiscation turu unions ; high 1.v .; antic . taxes .
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"Equilituonion der.by im.upp.'from -Sresourc

prices.

It seems ahaphazand arrangement that speed of conversion is

BUT NOT so. For there im.
resourceallows to cap. to natch resultof
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IB3
descroyedby gap
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cap, no saturation, no inevitable

a strong point.Hence is no dim.net. to
stagnationfrom this cause.
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Dim.17. 20

cup.

(Real impasse: where forure polit. stability in doubt, long term in.
very risky. So when Ifalls, cap.can'tgointo theseforms. Here isa real

limitation on im.)
(High

produc

um. cap. more, but less

current cons. doesn't make long

for it reduces inventories, the complement)



IB3 7
K very wrong to say is no demand for assets for own sake .

Simple observation of human behavior shows many people collect
ing assets far beyond what they can ever consume , just to have
them . Is pernaps fortunate for rest of us that this is so .

As to his idea that assets must always be amortized , if so ,
no one would ever buy land .

Equimarginally , when C falls , bot. holdings & inv . tend to
rise in result .
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Fear ofwar inspires
liquidity inseme that
·people turn assets into
_m, dissave. But not in....

savemoreIseme they
opposite, rather For

they tend to consume

in anticipation of devement
ion...

The 2 kindsof_
liquidity trap are to
be carefully distinguished
not subsumed together.
Saving creates capital,
dissawing destroys it.Tr gothey don
together. Whenpeople
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III nek.on
Land

13

Anticipated war has two contradictory effects on liq . pref .
Antic . inflation causes flight from $ ; but antic . destruction of
physical values causes flight from them , too -- esp . more vulnerable
ones , not land so much ( Korean quote ) . Depending on which stronger ,
get net influence toward inf . or defl . Rob mentioned justflight to liquidity, fearofphysical
destruction.

( A country farthest removed from war will therefore have
much better land allocation , incidentally . )
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If motive is simply to increase saving , and not to dc.b. , people

will as net inc . receivers spend as much as they receive , or expect
to receive , in pd . No problem . Problem only arises when they wish

But if they wish that , they will also increase them by
disinvesting from inventories . This lowers Y. So problem will not
manifest self as high saving . Savin as such , no problem ; it is
desire to increase c.b. that is problem .

to dc.b.

Ĵ

Problem is often stated thus : net inc . receivers save ,
do not invest , hence is nothing with which to pay resources next
time . But if resources want to work , they will lower demands until
gap large enough to call forth the m that was saved into x - invest
ment . Chanc 3s are it will come forth anyway .
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'

Where net sav . occurs , the cap . creation increases productivity ,
so if fall of costs of other resources necessary to call forth
sav . into gross inv . , is balanced by rise allowed by productivity .
But where the liq . trap is disinvestment , as when people wish to
increase c.b. , ( & incidentally the atmosphere that inspires disinv .
is not likely to inspire net sav . , in crashes disinv . will be
exclusive liq . trap ) cap destroyed , productivity lowered , ; besides ,
gross inv . is more immediately checked .

Moral of above is that saving no problem , will not cause lower
respending , given , not downward wage flexibility , but a reasonable
check on aggressive upward pressure . That the problems often described
as due to oversaving are due to disinvestment .

In showing above , will in process show that price falls , or
failure of them to rise ( resource prices ) is an equilibrating , not
a cumulative downward process .

And that disinv . , result of low inv . opp . , which discourage
net saving . So the typical recession problem is not oversaving,
but disinv . not associated with saving . ( even tho desire to dc.b.
would seem to cause botn ; but desire comes from low inv . opp . , which
discourages sav )
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comeivecomeive sir.Oversaving alarmines c.b. Bursit. where net sav. hoardsnet sow. hoards up

:rather than to me Masin reality sit.producing offects they describe is ass with liallnesen,
much dising, & is inspiredby desire to Ac.b.

vehicle fornewim.



security
People need security,

Emotional security.true.
But what insecurity is

work than inner knowledge
that one's outward security
rests on [exploitation of
one's fellow men] anything
but one's own monits.
What feeling more secre
than toknow that imone's
own head & hands lives
the to do productiveability
labor ; that in one's

character is the ability
to itgave. so that
no matter what may



take.befall, whatparty.
-office, what Laws bepassed.
or repeated, one can...
earn his heep byserving
his fellow human.

The one who relieson

inheritance,political_
fewor on license ororquota

suffers.The worst sortof
torment... He can
never nationalize.
completely away. the

_sure knowledge that_



his social,(position, & ine.,
rests on some thing besides

his personal usefulness.
He is the worst sorral
reactionary, for he
fears that
"change may disrupt his

socialany

source of advantage.
NOT only would he

suffer marerically,for
he would suffer
humiliation ofstanding

Iche

revealed as aa parasite,
when in competing on an

equal footing with

others, hefailed towiel



as he seemed to be doing_
before.

As he murely compares
himself with the
unprivileged competitor..
who has done it the_
hard. he must...way,shudder ashe wonden
where he would be

today had he facedthe world like an.....
honest man.

& the Mnen
cumulares. For the



more_restricted opp
become, the greater the
pressure to stay shielded
behind one's own racket,
rather than face the
free,competitive world..

Is
nich us

labor vs

not a question of
vs small,poor, big

·capital -

borof parasites vsproducer.
ofmoral cowards vs

free &bravemen.



of viry folks vefarmon
of monop is

competition of.
thieves vsvs honest
men....

theres & moral
__cowards vs._ honest,brave.....

mon......

Nor is it completely
someofmivs some others.
But of the backin eachofen
us thegood. Forfen ohus

never ened,fewnover.have.
donegood_ Is a conflict
within each one of us, aswell

asamong us.ar
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A co likecouning,
Italy, may enjoyalmost continuous
inflation, but still
suffer from unemploy
ment, because other
problems are unsolved.
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any war, it is current
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IV
R. even says

Raushenbush , like Harris , in bold new program series , assume w/oquestion that oversaving is cause of trouble
we must increase cons . in underdeveloped areas to make them progress .
So my projected article on Keynes & capital creation not knocking downa straw man . People still think this way . R. , erring on p . 56 , reallyis thinking pretty straight , as he shows on 57 when he says must notconsume too much . He just doesn't dare knock down that snibboleth
"consume " what he really means in talking of it is that there must
be competitive pricin , to widen markets .



TU

1

in conclusion ,
wasting of the body

s consump on sm
Funk & Wagnallis a disease of modern xzxĒMBXzXa wes

body by "progressives " .
"Some people , calling themselves.

consumption , even to the point of she
correspond closely with the dictionar
erculosis of the lungs , or progressiv
conscious social therapy is about on
bloodletting . similar to . True , 1
more blood , but it robs it of the cap
to live . As the body needs blood , so

"Consumptionism " is to society w
a progressive wasting of the body .

t ·
or



MOT
some o in any way meeting

"My critic has simplybinighereasserted
for divergingfromthe criticismof K. explicit & implicit in paper." He taxes me

feellime. But asI do not claim to be apartymember, !! do not
hisponty
chastoned. Go ahead & excommunicare --Iama Procesions already.



IV

II A Purpose of this section to show futility of anything
but fall of cons . Concede to both R & K that where all mixture
of requirements present except M demand , they're ok . But this very
unusual situation , not GT .

A 2 , do not get into question of whether pc affects inv . , save
by alluding to future XZxzxBx£xd» paragraph . But do say that inv .
doesn't determine sav . , is mutual det .

A3 K etc don't use inc . effect argument , they agree that
higher yields mean higher inv . , or V. But some others have said it ,
answer them . Point to asset effect , hint that lowering assets can
be done w/o increasing yields .

Concluding , allude to viewpoint that society must not kaka
lower assets by raising yields . Society under no obligation to
destroy itself to protect some fancied legit . vested interest of
asset owners in low i.r. Is ne of most fantastic hallucinations.
of modern times , & obviously springs from pressures created by
those interests . The income will remain , & society isn't even
obliged to protect that .

i



IV

12

But can be conciliatory after mentioning lowering assets .
Point out it tends to both dI , & dS , so even if one not
convinced by above discussion , can accede to lowering assets .i.e. , he thinks antic . cons . ONLY influence on mec , in/ Unless , i.e. , he thinks antic . cons .
which case hopeless , must collide .



Oy. The only way I see to avoid head on collision with undercons
umptionists is to stress effect of lvt , avoid discussing Keynes etc.
But if I did that , wouldn't get published , save maybe in Am Jnl .
Object now is not primarily to advocate lvt , but to get published ,
established . After I have a name I can advocate what I like .
So , for present , head -on collision with K- ians not to be avoided ;it makes main subject matter for discussion . Just bring in other
where it will help me .

A² Wiren C falls , why does it ? Say because assets fall . Wy
would they ? Because of higher yields , likely case . In which case
higher inv . goes wit less C. & even if not higher yields , lower
assets cause more inv . ( inc . effect " ) This answers K. , is one way .

Or should I just deal with lower C , w/o asking what caused it ?
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IV "We hear a good deal about the need for security .claim to find security in owning privileges which benefit them at
Individualsthe expense of their nei hbors . Such security is an illusion .But the security acquired by real capital creation is genuine socialsecurity . It requires no greater effort for individuals ; but itcreates useful social instruments of production , instead of dividingsociety into competing privilege pressure groups .

11



My policies have been

to
called Draconian. But
is it sucha hardship
Areal income, cap. formation,
to A whatpeople comproduce
withgiven oveposof labor?
Is it.Draconiem to stop
preventingpeoplefrom
com directing their

they reefir?
1. do not.propose.resources as

eu. 1. do

to A regulation, but
reduce it;. Not to enclavepeople,

deprivefor free them; not to

anyone ofrights, but onlyof
privilege to exploir others.

↓



Myproposals maybecallil
comervativer, but are opposite,
TO destroy.
A comp., etc.

verted interesco .



IV Sum up points of disagreement with commonly held views .
1. That is impossible to get much revenue from tax on kæk

"capacities " . Land capacities are great , & measurable .

Brodez

2. That to prevent slump , should keep up consumption
3 That dim ret to cap are inevitable ; on technological.

That antic . cons . determines or affects mec "cocon't end tofullempl
That lower costs don't increase inv . & empl .; thatec.docon's andto ég.
That cap . formation is increased by higher pc

Free er.not viable.

com in not an altern, to im.
difforon from only thman.AM no

nettem. causar.plump
only inc. affeces desire to spend. From 2 view, is assers.From 2 viem, is assors. Lower assers, not lowering,

spending.came AS; & c.b. disposal, not Y, de termines

higher,rather than lower,resources are willstimulare moreim.

7.
8.
9.

10.

1},

other At, orworks
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K han

higher

5; & ( → I ( thru pc).

Begin to single

to highpe means more cap. formation, &at

our landwhen discussingwasoffectofAyields in 45, the lowering asservalues.Sanyothereternalforgrowingprivileges.

-Aaner zo 15, not jusi As, then avoid headon collision with 16.iam ?

can propose
-sumersto 15, As with -AV. For those

AV

same. Coopsof meam excen un.with av(for),&

unens is AV, very
"resultof lowering

much.

who value au pointout res
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Re ba
transition

effect,from
changingassers

-cap
gaim

1
1

I

Effect of cap . gains often said to increase saving , by
increasing % of inc . going to rich . But truth is opposite .
Whatever the source of the gains , -di.r. or increased real
productivity or anticipated productivity , they raise assets ,
reduce S. In K terms , could say people consider this income ,
even tho it isn't m income , therefore increase consumption --&
since their m income isn't increased much , this reduces m S.

often same thingswhich keepclown
Privileges thatkeepup assetvalues are

gields. So destroying them does 2 things simul.



ba Of all assets , land is probably the eas liquid . Its market is
small , it cannot be disposed of quickly . Its market is least perfect of
any . Each area is unique , unlike any other . It cannot be dissociated
from the improvements on it . it cannot be quickly subdivided -- not
fungible . It cannot be depreciated with ca., can get your m back
that way . * Valuation very individualized -- different individual
preferences & mrs . etc etc So must be another explanation of why

asset substitute .land holding reduces cap . formation

A



!

5, ba ?

is tew . m.
might

From p . 43 : when people consume by buying land , not only doesthis create no re - inv . opp . , but it reduces inv . opp . For they are
buying it for cons . , thus raising price to those who would buy itfor production . I likesar, also, in that itallows real cap, creation.is

Another leakage would be buying existing assets of all sorts , e .
houses , where no incentive to replace is thereby created .

I



ba

}
1

He gives impression at times of seeing a point clearly , but later
denies it . e.g. he definitely says it is saving , not inv . , that
allows cap . creation , p . 117 : "An increment of investment in terms of
wage units cannot occur unless te public are prepared to increase
their savings in terms of wage-units . That's what that seems to
mean , but check def . of wage units . But , on p . 22 : "That the world after
several millennia of steady individual saving , is so poor as it is in
accumulated capital assets , is to be explained , in my opinion , neither
by the improvident propensities of mankind , nor even by the destruction
of war , but by the high liquidity -premiums formerly attaching to the
ownersnip of land and now attaching to money . (he may be right about
the land but that is cufrent , not just formerly . Can take off from
this , show how land is a capital substitute in people's portfolios ,
reduces cap . acc . Whercas receiving m is investing in real goods .
(when received at net inc . osition ) p . 241 , he says land is like

But land is a very non - liquid invest
ment . Its security from war destruction more important .

11

m in having high liquidity .

K's mention of land gives opp . to bring in my explanation of why
investing in land reduces cap . acc .

over



ba
When intermedianybuys come insteadofother

(atfirst this reduces real conversion)cup. (at

his capis truly 'tiedup' in it, for it isnever

amorized._.._
III Fundseller.-supposeAd fundsgoingintombr

countspartofpriceas capgain, income, consumestome,
thisreducing conversion. does no moreBuyer
converting atall, ever,forhe never gets mout.



II " In our society are many assetx privately held assets otherthan capital , whose existence helps saturate the desire ofindividuals to hold assets . We know that capital formation inthe ante-bellum south was inhibited by slavery : because somesoutherners owned other southerners , their desire to hold assetswas satisfied without any real capital creation . Modern societyhas moved some ways from this degradation , with the result that
We have created mechanical slaves to help with our work . But
asa rough guess , over our assets are still things other than
capital . The largest item in this , of course , is land . Others
are special privileges of all description : licenses , quotas,professionaldegram

union membership , franchises , patents , etc. Govt . bonds are a
3d large category " social seeming, tax moratoria &debtmoratoria antic.



TI
Dim . ret . to capital not a technological fact , but det . by cost of

producing the cap . , which cost is the alternatives resources have in
If is no cons . demand , resources

producing goods for consumption
are available to produce capital/goods , at lower cost , thus making

the investment profitable . $2or in beingidle. Unemployment compensation, to
labor or land very bad.



III
1

1

Reducing govt . bonds , a cap . substitute , will increase saving .
But as they are close to liquidity substitutes too , not so clear this
will increase V as in case of other assets .

If bond prices not supported , would lower asset values , and
simul . reduce liquidity of bonds , thus encouraging saving , discourag
ing spending , have strong deflationary effects plus capital creating
effects .



TIL

"Key process is lowering assets. So why not lowor assets by
"Key process is raising yields , and lowering assets . So why not
accomplish this by conscious govt . policy ? Changes in the taxstructure could make a large difference . Taxes which are conditioned
on production or capital creation could be replaced by taxes

on non- capital assets , like land . This could be accomplished bythe very simple device of shifting general property taxes from
improvements to land values . (or rather shifting them back ... )
The value of the non - capital asset , land , would be lowered ; theyields from creating capital would be increased . Both forces would
tend to increase capital formation .

....be replaced by taxes not so conditioned .

11
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IIIILL.B.C

Concentration on " income " has led to undue consideration of
e.. " income effect " , w/o regard to other important vbles like
am't of assets . In determining am't of investment . So Musgrave
can say higher security yields don't increase inv . because of
" income effect " .

My thinking at time of reading that Musgrave thing was
dominated by idea that inv . was independent determ ning decision .
Hence I could be satisfied with saying that higher yields cause
more investment , thru lowering asset values as well as higher
marginal returns , and thus increase cap . formation .
ering necessity to reduce C , too .

not consid

But now , that train of thought may help show that reducing
assets will increase inv . , which is wanted now . Higher yields
will increase inv . , partly by lowering assets .

(By this time I hope it is clear that " investing " is
important concept only as to gross inv . , conversion ; net inv .
is determined by saving mainly , is not an independent decision )
Important to distinguish these two very different meanin s of
investment " )

Musgrave was really probly assuming K. idea , that I deter
mines S.

assets . Money , e.g. ,
Lower assets mean a "higaer m... of additional income "

hence more income producing use of existin
will be used less for liquidity , less for consumption . more
for investment in income producing assets .
also stresses Inv . d Cons . as alternatives . Also , more net sav . ,
with immediate use of cap . created for conversion .

This line of thought

Is distinction between saying C falls , while motives to
choose between C & I are const .; to saying those motives change .
Former is K , latter me . If motives change , get both more I ,
less C.

In sum , have pretty good argument that lowering assets will
Cincrease conversion . It is illiquid assets that are lowered ,

creating unbalance , desire to reduce liquidity . .U . of further
income increased ; new savings added to conversion immediately ;
existing consumption assets amortized & turned to productive use ;
real income increased by more capital ; more savin itself of
course increases turnover ; greater demand for new assets , for
their own sake (not future cons . ) etc.
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Mostpurchases ofexisting assens, withpossible exceptionofresidence&
im., not They -AI, notreid.Kind, are alternative to

-AC .

Baseball contracts, conocher.

domain was,
may

"Right to laybricks, once commonprop, is now exclusiveprivilege ofa

few oldmen. Right to supplymilk in most areas, once open to all

comers, now exclusive prerogativeof thosethose with
This

Public propertyhas been
an butwith even

prossim

oftenpassin inheritance

com .

privatelyheldwith

involved,"

quotas.[muchas the federal

less reason] Thesenew
jouershipofright to laybricks.

inate

DAĆmivory , stold
than thefarms

untaxed,
wear with thevalues tometimesarhigher

...fresof
Spader withMin

are bought& sould likerealweaboh capital.
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Fand

creation if keepfullempl. (he brought inI agreed
1.1. in quoghbut soft-pedal) My workis to refore idea that -AC willreduce

empl./or Y.

Tor -AC causes more cap. creation

to

show ( nor y creasing, but
C Y I. Showgron I likke

ass on whichitwouldbe is

either currentlyol Only

ass right, nopoint in
limitediphs. opp. (raying ('creares im. opp' is notright; it reducessupplyof

capital, only makes opp' in thatlimitedseme). Ofthis
creation, is socialwasse. Butiswrong --gen.compl.,

trying
no dim. net to

Aime cry.
cap.

over time.
gross

I linke affectedby C,

to

cap.

for those not convinced that -Apc is way

Have a sop asters will45 (moimpr. ofpaper is afterall,

this)(altho simul.
fint. shower reducing

to

it
advocare -sassers.subordinate otherpoin

themainpoint --meat is in)
appear

I do not want that
user.

Becausepeople now have
unbalimed assey, too much canh relative

& Addesire for & causesposing assers to more .I4producing

to A

He reverts to

cap.form.
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relation of landpurchase to

thinks cand buying, by reduring low, stops cap creation. But the not
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to other.
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Ifnoinno 1. .̂, no economizing___
on cap., & all cap
mightbeused for anyone_

-operation, no cost.

For much or little
cap..can be embodied
in machine w do

frsame.

1
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Elast ofsubst.: relative change in ratio
And where na= Quee# ac

AMP Mp3BP

1

over relative price changes.offactor Q. over relative



When dS , spont . , Ellis prefers Robertson's analysis ,
Reconcile with-dP causes splashing , saving not fructified .

my idea that -di.r. raises asset values , lowers saving .
Where is conflict ?



Keynesians comede
that inopen economy,

good to lower wages,as.'clemand flowsin But in
-fact cell economiesare_

is

& -AW means'open'
Aime opp. at home, cap.
inflow



" The Sole purposeof
-production is consumption-A. Smith

_Wrong.
often
& legit.

ccumulation
an end in itself-



'Rediscriborive effect of AW
otheris also between

labor,
oy vs

not just labor vsprop.
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An interesting study would be what caused past civilizations
to decline . Seems to me it was , inter alia , end of conditions
that encourage capital formation . This means existing capital ,
including soils etc , will be allowed to deter iorate .1

We may condemn private landownership on grounds that it
discourages capital formation . And how does it do that ? For
one , by giving people the security of land ownership and there
by making it unnecessary for them to find security in capital
ownership . Govt bonds open to same objection I guess .

m One might add that inheritance taxation may encourage capital
formation more than it prevents it , by keeping sons from living
on teir capital . But dubious .



Discussion of Russia brings out following thoughts :
Success of a p . v . depends largely on its ability to

create capital . Our own civilization , pre- welfare state , is
probly the most effective one yet devised for creating capital
and still providing some human happiness , for in it human
happiness and creating capital are made coordinate with one
ano the r.

Another aspect of successful civilization is its creation.
of human beings , in quantity and quality .

Russians are creating much capital and people . Quality
not so hot . Some question , too , as to whether this is being
done at expense of natural resource depletion , hence if it is
a net creation .

Our own civilization is tending to degenerate into the
welfare state , in which low birth rates , consumption are
emphasi zed , creation of capital and population neglected .
Fortunately this is not true at the fringes so much . But
the failure of democracy to act intelligently in the matter
of capital creation probably means , undoubtedly means if it
remains true , that democracy is not the type of social organization
that will survive . Thruout history capital creation has
occurred when the masses have had little to say about govern
ment . When they get in they begin to impose capital levies ,
graduated income taxes , labor unions , restrictive le gislation ,
eţc ad nause am . Every thing for the current gener at ior ,
nothing for the future . In countries where a large enough
% of the masses are prop . owners themselves , democracy can
work for a time , the propertyless masses will have no real
power . But when they do , the end has come .

} Now the shift from local prop . taxes to state sales taxes
etc at present going on is a change from taxes on capital ( and
land ) to taxes on consumption . Taxes on consumption may
reduce consumption and thus aid capital formation .

-



Gambthing

Society
more cap.

spirit a big thing

that instills it will form

în cap. formation.
much
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AER, Dec '48, Domar, ProblemofCap. Acc.

Assumes const ratio of cap. to production,

s can be•Admits that if.
(wrong)

said.

1

1.My
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1

s", NI
cap

anything, is noproblem.As Knightproblem, as Knight& Simom..

comowver integrates general empl.question.& this
cap fixen, if 5, if -AP of coses, thismakes the

Ispossible
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