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Eeon 101 
Topic• 

1. Production. Combination of inputa.b7 the firm. FactOI' proportions 
a4 diminishing returns. Intensit1 quotients. Economies of scale. Economic 
efficiency and engineering etficien07. ~ra4e-,.offs and eubatitutions among 
factor inputs. Opportuuity cost vs. higtorical cost; implicit cost vs. 
explicit cost. P.ricinB polic7 and marginal costs. Short and 1ong ?'1tn coat 
analysis. ~qui111arginal principle. lal1acy of prorating. Excess prot:lta • 
computed and imputed avay. 7allacy ot the typical firm. Divis1bil1t7 vs. 

continuity. plur ~ ~t~· !Mt....,~, .,.,..t-,(.j-,c... l. T,-~ V-<-,-t""f) • 

n . _,L. 2. Consum~tion. Diminishi~g mar~~utility?_ Y-a~h:tsm=e amt . 
''-'''I,.,.,, 6M ~ ~ ,I~/.,;,. .... ~. ~: ~' ; ~ '11- ~, 

.su.-pi,4' ot ethr ;r· .Pl"e~tige, irreplaceabi itl"s and heirloom e tecta. Consumption 
./ vs. earing. Consumer soverei~t:,. 1':ime•pref'erence, and demand tor durable 

goods •. Implicit conswnptio~. Value in~d value in exchange-•conaumer 
• ~ i,,,id.M..,t,'c.,·1-,,-, 

/ surplus. Price~ -Elasticity of demand.1 nceme-elaaticity: superior and 
interior eoOds. Q~ality of' the environrnent. ~re "eoon.cl!lic men" human? 

,/ "Pecuniary 0 and "l!la.terialietic" not aynanymb- for "economic".] ro ft: ( ( ~ 
,. Factor aupply. 

Land. mlastic1tf of supply: aagrogate, sectoral, induatr1al, and 
juriad:lctional. Several sul)classes of' the resource. Mineral prospecting and 
depletion: conservation. The relevance of a:patial icmobili.ty. "Public ftlue" 
of land. Sentimental and traditiona.1 bias for vitbholdin{r froa commerce. 
Ittportance of tenure and tax and c.redit institutionso 

LabM"o Is supply ~erversely elastic? Investment in human capital. 
Instantaneous supply vs. supply respons,. V..k.t..v( ~ l ~./.~-

Capital. Formation and turnot&r. 
The special role or capital in bearin~ risk. 

Distinsuished from land and labor9 
Capital and time. Supply elaa• 

t1city: is there a social cost to the a~r,-e~ate supply? heaeureoent of 
capital-circular. or a !unction of time? 

Enterprise, mana~ment. and nsk•bearing. The adcinistration of 
capital by labor-not a separate input. 

Why diatineuish tho tactors? Factor proportions and their Yaria­
bility. Unemp1oyment. 
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4. Price. Average ben~tit• avo~age revenue, and marg:i.Dal revenue. 
~ket equilibrium and structures: competition, monopoly, regulated monopoly, 

oligopoly, cartel, coope~at~v, monopolistic compe~iti~n, ,bilateral m~nopoly• 
Clt6-;,,•,-r, ·c.e-~ ,,,,,~ c,q-,,,,,f-t-..t,, l 1Y'H,t. ~ ~"' ..,, ..... ~ ~ ,.. •s. 

aix•d• Monopsony, etc.~ No tive ~alue of competitive markets. Net gains 
from trade, new prodµcts, public ~orks, etc., dis•ntanglod from redistributive 

r-4--•'~µ.,.~"~ tu,,&'~'..s. 
etfects.J Te:fama of tra<ie. <. Volu e ~a. markup. Counterriiling power. The 

TAA:-1: - '""f ~«c:...~. 
cartel. price,.umbrella syndrome. gged reeponse, cobweb cyol~s, and ~ailure 

ot the equilibrating mechanism of supply and demand. f•larket imperfections. 

Iaper£ect markets, non-pooling ot risks, and ugnified reserve requireoenta~ 
Non-price motives and constraints, and eauilibrip~. 

~u..l,a,.k'11e, .;..i_ ~ 'v• "I--,'...., ~ 11~·.,J, ~<-~ • 
Market power ud its regulation. Measures ot concentration. Price 

leadership~ ,,l JM.,.,..,, µa.x'r'U:'t ,,,,, ~ 4, ;,..,..~.~~ • 
Saurel of market power. ea-~ . .,{ kct-~ ~~ 
It 0,. ,.,..- It, ~ ~ ~ • t-k..,.... ,__, <: 4...,,. ~ ,r, ~ - - - • 

5. Diatrii tion." "Imputation of products to specific inputs. Exhaustion 
of total product-•Eu).ar's theorem. Residual and direct inputation reconciled. 

Residua1 imputation in practice••role of capital and time. The discounted 
l!lal"ginal pr-odu.ctivit1 doctrine .. Social. costs vs. rents. Rent ~d the: :political 

~rooess, Partial rent Ya. aggreg3.te rent. 

D1Gtributi'N equity and a.:.locati.ve etficiancy---e~ni'liet o.nd re~onc:lli ... 

ation •. Functional distribution vs. pereonal ve. regional vs. professional and 
sectoral-overlapping and confused concepts of equity. Old settlers vs. now• 
comers, transients. and climbers. tteaeves of oonc&ntration- Reserve-output 
ratio~. Hiah concentration ot remote f'utaro vaiucs-•sca.rcity ot va1t1ng pow•r• 

Ag~ome~ative tondencies in credit fllarkets. Relation of distributive inequ.al.ity 
and market povor. Compensating tactora-aconomics of collective action. 

Incidenco of taxes and public benefits. Redistributive effects of 
varioua tax and spending policiea, 

6. Time. Interest. discount, and int.-~emp~ .coi~'-'urability. • The 
_ 1-,,,,,.,...t.~ ,... , ~ 4.,.,U: .. '-·~,.J ft.,......,~, 

price•index problea. Capital and time.,. Heaaurea nt of capital in.put-
cireular, Hired inputs Ys. the reaidual risk-bearing impute•• lrreTers1bil1ty 
and rosidua11om and profit. Opportunity cost. ex ante and ex poat. VAluatlon 
and capitalizat~on. Replacement polic¥• l«lplaeet!lent unde~ decreasing costa. 
&·laraint\l cost pricins over life, and replacement timing. Coping with varta .. 

bility: atorace~ transportati011 and pGolinr.: of riaks; J.mperfect llltll"keta and 

magnified reser•e needs; load factors; use of fiexible prices to reduce storage 

/(_~.RA, ~ t/~ ~~ I 
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needs. Instantaneous vs. intertemporal schedules of supply and demand. 
Conservation, depletion and taxation. Depreciation. Time• 

indivisibility• capital markets, and misallocation of durable assets. 
Differential tax capitalization and the allocation o~ dU?'ablea. Effects of 
property and income taxea on longevity of investoents. Capital turnover and 
the substitution of capital trn: labOl'. 

7. 
pri-mte 
or firm. 

Dll.ro.b1l.1t7 and slow replacement as dieeeonomies of scale. 
Space. Location economics within cities andamon!l them. Social Ye. 

coste ot traversing space. Intramural space·and diseconomios to scale 
The lla!'ginal net product of space and the allocation of land among 

nei~hbore. The tl'ade-otr between vertical and horizontal space. ~~gional 
ba.la.nce•of•payments and "economic base." 

Spac•• tiae, and the unique role ot lal>.d in econom.c analysis. 
Land and spillover benefite and co.sta. The i~ortance ot spatial 

immobility. HeaninfS of inelastic supply of l&lld. Market impertections as.soci• 

ated with immobility. 

8. Welfare. Tho equimarginal princ1p1e. '!he suboptimization problem., {ft~<--~) 

and the doctrine ot compensating orror. Marginal. cost pricing (over space and 

throu·3h time). r.xternalitiea and interdependenaiee. Measuring the productivity 
ot public Ol" "social" goods. Caaea of "market failure," and remedies. Excees 
burden ot uneeonomic m~thods ot pricing and taxing. Fiscal leverage, fisc~l 
risk and profit•shar!ng• and fiscai gt"ose-sha.ring. Lease tar~ compared to 
tax ayatems. fhe problem or interpersonal comparieona. Efficiency ~nd equity, 
again. Wha.~ i..s the cencwa1 weltaref When to stop playintt Hamlet and Act. 

Public va •. p~ivate functions-how drav the line? Coneumer sovereignjty and its 
limita. Merit eooda and public subsidy. 

9. General e(luilibrium. The econo~c system as a whole. 11Free-market 
soc:1alism" and shadow-pricing. Input-output analysis for forecaatine and plan• 
ningo 

10. 
policy. 

Theory _and Practiee. Institutions and t~e iaple■entation of acono~ic 
Traditional antipathy tovard price t1exibility, speculation• rent, 

ratiouality 1 CQ~merce, timely replacement, WSU?'7t and earned income as an 
inv1dio'U6 measure. Accountt1J1te Ys. eccnOJ:1ists and opportunity cost. The use 
or theo?y to evaluate and improve institutions. 1'he-neoeesity of lawyers and 



poli\ioians. irhe weakness of theori.ata to ovez-empha$1ze use%"' chargea and the 
price aystem-tbat is not all of economics. The problem ot poorly defined 
property righta. Rol.o of economic tecbnicianr • hired gun or sod.al lead.er? 

The.oonstructi-v• use ot institutiou to promote the survival 9 strength, well• 
b4Jing,.and «ood conocience of bum•nSty. 

u. Method and philoaophy of econom.c a.nalyais. Fitting the method to 
the subject. How th• disciplines differ. Econor:dc Ts. non-econocic--vhere 

/ 1s the line? !'-an"+the measure of all thin.,s. ·Economics as a universal 
, ~'fl,f,,H ~--

measure, language, a.nd means or zieeon_ciliat~,, Th~ ue 1and misuse of 
~ "'~' ~ ~..,,, ~ • matheme.tica ia economic analysis, Nominal.ism vs. Realism.· The atez-111ty of 

"fOl"ll&l. rigor" out of place: the subject ia mank:intt.· Straining at gnata 

an4 swallowing camels-the equimarginal allocation of economiGts• time. Means 
and ends--are they distine,dsbable1 Frn td.11 vs. 1aws or economic behavioz-...io 
a false iasue"l 

12. SUJDQa1'7. Econom.c principles and fallacies. 



ASSIGNED READINGS~ ECSo 701 

Prof'() Gaffney 

Texts: 

William Vickrey, Microatatics 

William 8aumDlo £conom1g Theory and· Ogeratl~ns Anal3tais 

1" Elementary Analytic Tools of Opt1mizat1an; nature of economic theory 
Wmo Baumol" Chaps,. l-4 
Wmo Vickrey, Cho 1 
E~. Phelpa-8rown9 Framgwark gf the Pricing SJstemo 

Io •The Pasa1b1litles of Economic Studv 

2o Production 
Wm,, Baumol• Ch,., 11 
Wmo Vickrey, Cho 4_ 

Frltz Machlup, non the Meaning of the Marginal Product 0 • !!!!R, Noo 8 
PPo 171-7~ an marginal nat product are usefulo (ppo 158-71 sra 
d1varting but sterile, raising problems without solving them) 

Ko Wicksell, Lectures gn Po!itipal Eppngnu,,o (Eo Classen~ transl~) 
Jo RabinsonD Eg~m&gs gf Imperf!;$ Cqmpatitio~o Chap,., 200 "A Oigreesion 

on Marginal i Productlvity 0 • PPo. 235=420 
Ao Co Bunceo E~O!JSmlpa or Spil Conaeryqtjon9 Chapo 2p •Efflciencvu 

Capacity~ lesttcityo and fntanaitve Chapo 3~ hThe Relatlanship 
of Rent to the Elasticity of Production, etc~• 

Marton Pagl1n, Su~plus Agrico labor 

lo Consumption and Demand 
WAto Baumal0 Chso 9, 10 
Wm~ Vickrey, Cho 2 
H~ Ra1d0 H9yffj,ng OQd lnqt,,m.s.11 Ch., 151.'> 11

;~ Reappraisal af Housing CClnaurnpm 
tion in elation to ncome0 • pp; 387-980 (Refuting the stereotype 
that housing is en lnfar1or goad) 

R., t>;~=bJCI p~i,ox~" 161~~-,P~~m6i;':i t~s;:~u&;it:d d:~7_;~5 
Mo Geftnay, *The Valuation.of Public Gooda•o 

4o Factor Supply 
Wmo Baunal0 Cho 17 
Lo Robb1ns0 •on the Elasticity of Demand for Incoms in Tarma of Effart 0 • me, No .. 1:,., 
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Do Buchm,en, •The Historical Approach to Rent end Price The0ry0 • 

RTIO Noo Jl • 

Ao Smith, Wealth of N~tign!!" Book Ip Chso Ill II, III, "Of the Division 
of Labar, af the rlnclple that Gives Rise to Same0 and the 
Division of.Labar ls Limited by the Extent of the Market~• 

Ho George. Prpgreas and Povertvm Book ':tv, Cho 2 0 •Increase of Population 
end Distribution of Waaltho• • 

Ko Wlcksell, LeqtU£&ff (Classen trensl.,h PPo 14ft ... 95., (W1cksellgs 
capitel thaory 0 explaining the high var1ab1llty of factor proportionen) 

Ro 5olo 0 •The Accumulation of Wealth in tha Form of Lando-.imership"o 

5o Price~ and Market Structure 
Wmo Vlckrey 9 Cho 3, 16 8 0 (9) 

• Wm.., Baumol11 Ch,, 1,, ll+o (22 0 23) 

Wo Meads Ma£ggra ang EqDQP!!!&S Cgncpntration in thp Ooug~ajjf1£ Lumber 
IndyfttY, U~So F'orast Sarvica., P.,N!'Wo 9o 2-6,.9 PPo ) ... ) 8 75..,79,; •• 

So Enke and \I., Salarae In1grna5J0nal Egpn9mig;§,, (2nd Edoti) pp,, 368=78,. 
- (The question of tha olden Triangle of net gains),, (1st Edo' PPo 369= 

37?) 
K .. Bould1n~h Ecoftamlc Analyft'!R (3rd Edo) 9 Cho ll., ~Application cf thlil 

Marginal Anolya1&--Thegule\ion or Compatitlon and Monopolvo• 
PPo 6Sl=78~ (Especially PPo 66Qca.64o dtm,tping) • 

R~ Huffman, Irrigation Oayelopmant end PublJc Water Pa\ici~ Cho 9o 
"I.ntagrated Uaa of Irrigated Land,\". • 

Mo Gatt'nay (ed,,) ER&T O pp .. · 35&,61 (staggar!ng); pp,, 391 ... 99 (how we ova~ 
rnatlvata proapactlng); PPo 405-09 9 property ta>eetion and caenpatt.~ion; 
ppo 109-11, ._ 119 ... 37,;, resource control and 1narket powero 

6., D1stribut1c,n 
Wmo Baurnolll Ch,, 17 

· H" H., Liabhafaky, Nature af Price Theory 0 Cho 13., 11Wages0 " Cho 140 "Rent,,' 

Ao G,, Hart 9 Mgnay8 Olt!o an\1 Ecpnoml_9 -~5:tivitJto PPo 198c-203o on credlt 
rationing, and rl 

J., L,, Nlcholaon 9 •The Fallacy of Easy Money? .tt!B. 17 (1): Jl=l'h (Tha 
poor pay more - tar credit o) • -

7,, Time .. 

Wmo Baumol, Cho 18, 19 
K,, W1ckssll., ,L,eq£,aes (Claasan translo) 9 pp(> 14t.-95o (When to cut a 

tree - according to W1ckaallu PP .. 172-78., On that particular paint 
his analysis la•incamplete., although not 1ncorrecto) 
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J,, Hirehleifer et ala o lJ!c!ter 5\IWU• Cha 7 
Ao Chlaholmo "Criteria for Determining the Optimum RsplacelllBnt Pet.tarn 0 • 

JFE ~8(1): 10?~12 (Fabruary 1966) . 
T., L .. Shawg P£ef1ous Rubbi,2'~11 Cho 6 0 "Sleepwalkars.," (On obsolescence 

ar "fatigue ot' art works) , • 

M.i Gaffney" •concepts or Financial Maturity"• pp,.. v1=vii1, 1-11 0 17-=-21+, 
~5~52 0 52=58, 6o-68, 69~83 9 890 

_____ 11 •Land and Rent 1n Welfare EconomiCBo. 0 a " oPPo 151+~57 onlyo 

Do Harfindahl, Three StudJes 1n Mineral Economigsb PPo 13=2.3,, "The Longe 
ru111 Coat of klnerals 1 • 

Jo Po Jensen, P£Operty T1xetlgn \n the LU0S3:, Cho lIIo (Tha dafinit~"-e. 
work on capitalization ol property texas., I have edltsd the· copy on 
reserve to eeise vour reading chora_e,,) 

F' ,;. Babcock!) Ualyatlog of Ra9l £state.,. Cho· 2f) "The Character af' Land 
Valua0• Ch., 1,., Mathematica or Ueluation,• pp;, 141..,580 

R.. Dorfman 11 •·A Graphical txpoai tian of Bata-8awark 9 a Interest Thaory·;a 
B,vo gf,Ego Studia! 26: 153..,580 

P.,, Paarse 0 •Tht.r,, Optl11u111 Forest Rotation• r, ForestrJt Chron!cl!o 6~7., 
(Raad this in conjunction with "Concepts or Financial Maturity~"'_ 
which tt interprets f'or non~mathematical readers; m,d my ~•ttar to 
Pearse, to be distributed aeparetsl'y, which seeks ta clarify ~--­
o:- three paints where I bel1eva he nodded 0 particularly his conc1·u­
s1on about the neutrality o, a severance tax,...) 

M., Gaffney,_ ER1\ ppo ...... 10; lt.2-SJ; 361....&7; 381=91 (when to expl.Ol"ef 
399c=409 tH011t to tax mineral rants) • -

J,;- P~ Jsnsan 0 P£gpertv._Tf2!!5lcn in U&Ss Do not read all or Cho IIi 1·n 
tha boak.,- but the edited version o-n reserve,., 

M., Gaffnay0 "Tax .... 1nducad Slaw Turnover or Capital•v .!!!.Q,, 9°670 

Stephen McDoneldf •T11a Effects of' Seve.rance vso· Property Taxes on 
Petroleum Consa:rvation•, 1965 Proceedings e NTA(i PPo 320-27.; , 

Lutz & Lutz, TheorMs qt Investment~ PP<i 224-36& dep:rac1ation matho~,/ 
Buried deep in the, muddy text,, an p., 226t> you find that only ona .: 
dapractatlan math0d 0 the •capi tali,;atlon• muthcus., kaaps e constant 
ratio so: tncm nat of' dagregla tign = interest rata 

fiook Value . , 
By gi-eat colnt:l~ence., thie is also the only mathod round by ConsJ'gny 
end Gatrnay ta be fl'ea of 1ntertamparal biea!) l:Jhan used to define 
taxable income-o 

In seeking ,a underatand why the IQRaSo has not adopted this 
method long s~a, try tha hmnicide u:pert 9s question~ .5:Y1 bono? 

,, • -
Exercisa: Shlld that tha sinking-fund method (po 228) is equiva­
lent to the c~ltalization mathod (as alleged p,., 23li, n., 17) oniv 
on the special assumption of a constant or level ceah flaw,, 

pp., 109°lfte Tha influence of anticipated obsoleacenca<> (Contrast 
this hfith Ro To Ely 0 'land Speculation; JrED 2: 121°36 (1920) 9 where 
Ely propounds his theOl"y of "ripening casGon Lutzn °goadw111• ls 



Assigned Reedings Ecs"' 10.l Prof .. Gaffnev 

here identical with bfhat in Ch., 2 they call •profit" 0 end what 
Ely or I would call land rantc They came to opposite conclusions,;, 
Which la right?) 

a., Space 
H~ Oae~ "Water Pricing.,• Wastarn Water News2 J ... 66 
w., Vickray 0 "General and Specific f"1nanc1ng af Urban· Services," in 

H~ Schaller (edn) Publ\S Exgend!tura Decislons in the Urban 
Cammunitv9 PPo 68,,,860 

____ l!'J.00 ttPriclng in Urban and Suburban Trans1t 0 • ~ 53(2): 
452-65() (May 1963) 

M;, Gaffney I) •Lend an_d. Rent in lllelfare Econ0mics 0 n in Jo Ackerman st al"' 
(ads")o Lend Economics Rff§tarch0 PPo 141-67 0 at 1i.9e,.541l 151...67., 

Wmo Alonso~ Location and lend ~pa~ Cho 19 •The Economics of Urban Land: 
I"troduction and Reviawo• A readable history of theory); Cho 3 9 
"Agricultural Rant Functions end Bid Price Curves of the Urban Firma 
(not what it aounds like., Primarily interesting for the MNP diegram 
on p~ 470) • 

J., Krutilla 0 "Locational F'aetore Influencing Recent Aluminum Expansion&• 
.§9 21(3); 273~83 (1=55) 

A~ Harshalls Principles of Economige (8th edn) 9 PP~ 447-49 (On sub­
stitution between horizontal and vertical space) 

Warran Halli, •A Method or Allocating Coste f'rom a Water Supply Canal" 

9o Welfare, Taxation~ and Evaluation of Public Gaodso 
Wmo Vickrey~ PPo 236-67; (and Che G) 

WmD Baumolo Chso 159 16, (21) 
T~ Scltovaky, •2 Concepts a~ External £conom1cs and Soma Qf Th~ir 

Impl1cations»" JPE April 1954,. ,Reprinted in To Scltovaky, PapeE_s 
on Welf1re and GrowthD PPo 69=8~0 (including a reply to Stockfisch0 
whose comment is 

1

'also 1nterasting 11 but optional" JPE 63:446 ... 49: (1955) 
.• .. ·.'• • . ,• ... ·.: ~--.•·· ·•· ...• ~ . 

• J,, i:iinasiai'I~ ·i.;v Pflcing and ·1:r.b Thaaf-y of J'tibric ·'Gdoi1s~;tt· ·::1n1., gr Lat; 
;nd Eeonomies!) VoL, ? (10.,.64) . • • _ • ·':~ 

Ricarda. frJng1ples 8 Chso X-XII II Taxes an Rent, Tithes~ end Land ·:~ax., 
(Lcclcnar on1 ae\\faranca taxes, Gaffney on form policy• and many o.thers 
keep going back =~o this,,) ·-

,;):~ Hirshleifsr et alo" Water SugplJL,11 Ch,, 5 8 Municipal Water Rateil • .-, 
Ch., 6~ "lnvastment in Additional Supplies" 

. John RD Commons9 Institutign;:Js Ee0JJ9mics,t) Excerpts (mimea.,) 
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Ho Go Brown~ "Incidence or a General Salas T6x9 " Readings in the 
Economics of Taxation" 

Mo Brawar, "Water pricing and Allocation", Part I 0 pp~ 31-Jlt, Part 20 
PPo 122...ft5o 

Alkert Henleylf "Land Value Taxation by California Irrigation Districts". 
Ho Gaffney, "Valuation of Public Gaodso" 

10~ General Equilibrlunt 
Wmo Baumol, Ch,. 20 

Wm,, V1¢k~V, Cho 5 

Do L~ge and Taylar~ Economic Theq'ry of SgcialJ!ffl 
Wo Leantier0 "Tha Structure of Devalopmentu" S54en~if&c American 

(September 1963), PPo 148«-166 

Ra Dorfman, Price Theorv~ Ch~ 5, npricae and the Economy• 
Mo Oobb0 Economic Theory and Sac1al1sm0 III, Co PPo 55=92 
Mo uaffnay 0 •eanafits of rarm, Programs: Incidence 0 Shif"tlng 0 and 

·01sstpetiono" 

11~ Theory and Practice 
Ro Turvey, noptimization and Suboptimization in Fishery Regulatian 9 " 

AER 54:64a76 (March 1964)0 CA little gem, applying theory to 
practiseo) 

Fo Machlup, •Marginal Analysis and tmpirlcal Rasearch 0 • ~ 36(4): 
519-54 (9-46)a Reprinted in Ro Perlman (edo) 9 W19a Detarminattpn 

Ro Jo Hlldreth 9 •Have we gone too ~ar?" JPE 47(5):l497-1S03 (12""65) 
Ho Gearge 0 "The Study cf Political Econamyn 
Mo Gaffnay 9 "Economic Analyala and Air Conservet1on,w BaAoSo, Mav u65 



READINGS1 ECON. 701 

Prof. Gaffney 

( y{ means Assigned .Reading 

1. Production 

Sune Oarlaont A Study on the.,hre ~o.rz ot Production· 

Einar Jensen, Danieh Ae;icultve 

7rits Machlup, "On the Meaning or the Marginal Product," Rl,ltlD• 
Boo 80 }tp. 171-74 on marginal net PJ"Oduct are uaeful:-­
[Ppu 1.58 ... 71 are diverting but steril.e 1 .rai81ng problems 
without solving them.J 

John l>. Black, Introduction to Producti:on Economics 

------• Clavson, Sayre, and Wilcox• !!£11 Manapment 

______ , Introduction to Economics for Ae,:ioul ture 

George Stigler, Tbeoq ot Price, Chaps. 1, 8. 

B. W. Knight & L. G. lines 1 Bcon.omice, Chap. 19 

N. T~ Ely and G. Wehl"vein, k,n~ Economics, Chap. s. "!l!helco:n.ol!Jioei 
of Land 1Jtilisation." 

Milli PriDci;ales 3t Politi-cal EcOJ.\S!R · • . 
Book I, Chap. 9,0t Production oii a Large, and Procl11ction 

on & Small Soale 11 

Book II, Cha.pa. 6• 7, "Of Peasant Proprietors" 

It. Bou1cling, EconOl!d,c Analzs!f (,cl ed.), Ch.-'4, ,,. ":,.Yariabl.• 
Alla17na of a nra.•• [No1;e tho tochm.que oia P• 762.J· · 

✓ K~ .wtoksell, Jc;tures on Political EconOBlV (E. Classen, tnnal~), 
• .. PP-s 101• • 

J. Robinson, Econqm.cs of Im"Oerf'eet Comt>etition, Chap. 20, "A 
• Digreea'lon on Lrg1naliie£ 5oductGity,W PP• 235-'t,2., 

. . . 
0'tl. a. listiakowski', 11.lllocating Support for Basic Reseu-cl:t.," 

Bull. of the Atoe:lc Scient&at~, Jleb. 1966, PP• 12-18. [On 
the cl!seconoides of' iib{g •cience" w. "little acieuce."] 

A. c. Bunce, Economics 2t Soil Conserwation, Chap. 2, "Etfio1enc7. 
Capacity, But:lclt7, and fnteulty'(fChap. 3, "'!he Belatioa• 
aM., of Reat to the Zlaatioity ot Production, etr.• • 

P. B. Douglaa, "Are ~i:i• Laws of Product1ou'?" AER, Vol,. ,S (:,-48). 

r. et. 1.R~I ~d ~- 1~. (_ /4L, eA- * i ~ a4) 
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H. Gaftnoy, "~e Benetite of Farm Programei Incidence, Shitting, 
and Dissipation .. " (Rexograph) Alao JFE, 47(5):12,2-63. • - • 

E. o. Heady, "!eohnical Oonsi4eratiou in -timating Producttoa,, 
FunoUona," in E. o.Heacly, a. L. Johnson, L. s. Bardin (eds.), 
Resource Produotin.tz, Returna to Scale, an4 Farm Sita,, (A11u,at 
Iowa "'state College Presa, 1956) t PP• ;::1;. I 

In'the same boOk, see alao Chaps. 8, 12, 19, and. 20,. tit~ed· 
ae tollova: #8, E. o. Beady. "Relationship of .scale Analysis 
to Productiri.ty Ana~na," PPv 82-891 #12 1 s. A. Enpne, · 
"Concept of Limited iesourcea aud Siae o~ Ferm," PP• 114-17; 
#19, ll. o. Carter. "Modificati.on ot the Cobb-Douglas Func;tion 

·•·to Destrq Constant Elasticity and s,._try, •• PP• 168-76J and 
#20, o. R. Johna021, "Probleas of the Small Yan,• PP• 1?9..Sle· 

»•ri.4 R~ang, Int • • . • 
: , : 0:'· Analpi!t • . 

[Thell•ad-7 &nd Huang aourcoa, while not aaa:l.gne4,.I st"agl.;r i-ecom­
mend to those wanting to gain insight into aome bas:Lc mathematioal 
tecbm.ques co1111onl7 used in pz,oduction eoonomica.,J 

V • Due & OlQWr • Chap, 7. 0 Theory ot Production" 
• ChaJ• 8, "!Jature and Behavior of Cost" 

[Caution: The treatment ot "increae:l.ng cost." oa PP• 177-80 
is wong. J> IO perpetuate a llieooa~eption ot ll.lta., J'ellaer, 
and Stigler, that increasing aad cleoreasing costs are rr. 
factors external to the n.ra (error no.: 1)• aac1 tllat •~ 

.itiea ere pri.ce obu.gn (eJTv ao. 2). 

V" P~lpa-BrOWl'lt III,. "The Producer•a Market" 

B. B. Liebhateq, lfatve of Price !h•orz• Part III, "hocluotion ud 
• Costa" 

Joel Dean, Huam!!l Econ09ca 
2. C~IJQJlp'ti.Qll 

..,_....-D ~ o, Cbap~ S, "Consumer De~ . . 
CIUlp~ 6, ·"DellaDd for: the Product otan Intividua:1 Seller" 

,,,..,,- .P,-B._ XI, "The Conau1Mr 's Harkett" PP• 39-91 

l!P.,qeia~ttl~eb• "latluencea on Value :la trrban Land Marketa, ~~s"'•• 
. • • · 19,6-6lt" · p., lS [!!?able a~owt.ng Nlation of aite-Talue ~o 
• • . moi-tgager•e hcomel 

t(. Beid 9 t=tzs and Income, Cllap. 15, "A. R~praisa1 of •.-~ing 
• (:on oa & ieiat.ion to lncome,tt Pl>-: .:,57-98. CR•fli~ the 

• . . •~eJ"•otn,e that howling 18 aa idedOJ" goo4J • . 
'., :·· .• ' ' . .. 

~•r·a~· Li:ebha~alq, J19tv. of Prip Pe9!z• Chapa~ 4,. 5 
. . 

n ... ,r H,·ct<~, v~~ ~~, v~. - -· 5 -----· --=,-;-- •• ,-



Reading list Ee. 701 Cont. 

/· 

/ 

R. Dorfllu., ~• Pri!• System, PP• '72•75• [Bernoulli and the St. 
PeteraSiirg ,aradox. bon 1 t gamble with 7oar bottom dollar.,.. 1 

1'aotor Suppl.71 factor p!'oportioaa and aubetitutiona; enbaacuent o:t 
taotor Talue through aperializatlon an4 •xcbange • 

D & Ct P&J"t III, "Theory ot .raotor Price Determination" 
(Thia also inolu4ee their treatment of Disbibution.J 

L. Robbins, "t)n the Elasticit7 of Demand tor Income in Terma o:f' 
Effort," R!nD llJ. -

D. Buchanan,~• Historical Approach to Rent Md Price Theot"y," 
!'ml #31. 

R. Solo, "Accumulation of Wealth in the Form of Landownership•" 
LE 311156-60 (1955). 

A. Smith, Wealth or Nations, Book t, Cbapa. I, II, III, ttOf the 
Division ol Labor, of the Principle that Gives Rise to Same, 
and the Division of Labor is Lind.ted by the Extent of the 
Market." 

£\. Dri,ridson, "Policy Problems of the Crude Oil Industry," AER 
5,:85~108 (March 1963) -. ..... 
[Mote eapeoiall1 his ke1 allegation that the suppl.,J ot 
mineral deposita is not elastic to price--a controYeraial 
iclea.J 

D. Campbell, "Comment,"~. '41114-18 

P. Daridaon• "Reply," 

A. s. Kahn, "The I>epletion Allowance and Carteliotion," m, 
'41286-:,11 

K. George, fro,:ress & Pover~z, Book IV, "Effect ot Material Progress 
upon the75lstribution of Wealth." 

K. Wicksell, Lectures (Clasaen transl.), PP• 1"-95. 
[Wickaeii•s capital theor,, explaining the high variability 
ot factor p.i-oport:l.ons) 

P-B, PP• 146-56, "Supplies of Productive Factors Assumed Responsive 
to Price" 

M. Gaffney, "Land ana. Rent in Welfare Economica,11 Land Economic 
Reeearch, PP• 146-47. (Supply cunes YS. long run ~1pply 

changes} 
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4., Price, and Market .Structure 

w. J. Fellner, Coopetitiog amona the Few 

✓ w. Mead, M • d Economic. Concentration i ir 
_ Lumb.er nus i' u. s. Foreet Serrl.ce, , 

PP• 3-39, 7,-7 
lst-U.. M'-1t1-71 

v s. Enke and v. Salera, International Eeonomics,(2nd E4.} pp, '68-?8 
[the question of the "GoldenMang!eH of net gainal 

H. nlis, "Economic Expansion throu~h Competitive Marketa," in 
Homan, P.T., and F. 14achlup (eda.,,, Financine Amer199 Proa-
1•rit1 

ll. Ellu, "Cor.tpetition and W'•lfare," CJE-111554-65 -
VD & c, Chapa. 9•12 

H.B. Liebhafalq, Mature of Priot Theory. Cbaps. 9-11 

Y K"t Bould1111h )jgonomio Ana;zsia (3d "•) • Obap. 31, ttApplioation of 
the Mal"ginal A•l7eia-he Regulation of Cor:apet1t1on and 
Monopoly," PP• 651•78 [Eepeoiall7 PP• 660-64, d'aJlping2 

Go s,icler, Theog; of ,PriC!t Part III, "Th•_ory of Impertect Compe• 
tition" 

E. ChaJnberlin• ~-•orz of Monopoliatio Competitiqn 

J. Robinson, ~onomics of Imp•~foct Coopetitiga 

F. Kachlup• !~onond.ca of ~ellers' Competition 

....- Darl4 D. Martin, "Monopoly Power and the Durability of Durable Goods," 
SEJ 28(3)t2?1•77 (Januazoy 1962) • -

5. Distribution 

1,,- D I c. Part II:t (Re•iev) 

G. Stigler•, Prod3aUi9A, and Distribulion Theor\ea 

, ~heeg of Co~p•£iUYe Pr1.ce1 p, 178 
••----ca.-n-tbe eciul'l'alen.oe of direct and residual imputatioaJ 
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✓ 

s:. George, Proffeas and Povert;r. Book III, "Law ot . . • 
Diatribiiton,H Chap. ff, HRenttt; Chap. VI, 11Wageatt; . • 
Chap. VII·, "Correlation and Coordination of these Lava." 

J. R. COID!llons, The Distribution ot Wealth 

B. J. Davenport, Va1ue & Distribution 

P. 11. Douglas,~ t'hess:z ol Wa3!! 

N .• Ka.ldor, ,.'l'he Tbe017 of Distribution,." Chambera' 1trtc1cl9edift• 
Vol. 4 (1950), PP• 553•'6 

D. Ricardo, Principles of Po]J.tical Econopq ana Taxation, Cha~• 
2, "Rent 11 

J. R. Jlic:ka, 1'heog; of 'Wages 

P. Davidson, Dt.ories ot Aggremte Income Dt1tributi(!n (Rutgersi 
1.959) 

A. Menger, The Right to the Wbole,Produce of Labor 

A.O. 

Liebbafa]q 1 lfatm:e of Price Theorz, Cllap. 13., ''Wages"; 

Bart, Monn, Debts !Pd ZcHomic Aet&vitz, PP• 198-203, 
On credit rationing., and sk 

R. Lampman, Shara R( ffo;p Wealth-hold.ere i!¼ tfational Wealth 

B. Weisbrod, Ecou01H-ca ot Poy•~tz•w An Americ,y Pan.dot [the ~rent 
ldck,. 6t. Ueorge. &opeas an.4 -Fonnz., i879, ntroc1.·3 

A. G. Harte Antici;:uou, Unc•ria!Ptft gel f"!"c Pla9ing. 1940., 
PP• 39-.50. g _,,.. [on cai,!tai n oniug ~,. ~ ~ ~ ,_, ~V,-,.G-1,(,, 

.s. v. Wantnp, Resource Co11aemt:S.g. Sectiona on credit ra'k:l.od.ng· 
and reaource use. • 

t. F1aher, ~ of Interest, PP• 161,,,6s. [Wbn. to out a tree -
_ acoor •l.ng to Hsfier l 

I ~. :s. Hirahlei:fer, J. IIUlian, and J. I>• Ua•en~ Water sllf!f, 
Cha»• 1f1I, "The Pn.ctioa.1 Logic of In:natment r oena7 
Calculatiou" 
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I o1.1. 

M. Gaffney, (edo), Eonser~f.\ion, Taxation, and the Pub~ia Interes~, 
Introo (Presently mimeoo) 

______ "Soil Exhaustion and. Land Rent," !mi 4(3) :531 ... 57 

"The Unw1eldy Time-dimension or Space 1
11 AJES 20(5): 

4l5-81 -
Q 

L., Ca Gray,. "Rent under the Assumption of Exhaustibil1ty,"~ 
28:466 ff. (1914) 

Eo v. Bohm-Bawerk1 gapital and Interest 

~~" So Jeuone, ~ 99!¼ 9-!!stjQS 

Oo Herf'indahl1.: Three Studies in Mineral Economics, pp., 13-23, "The 
Long.run Cost of Minerals" 

C., Shoup, '"Incidence of the Corporate Income Tax," !!:! I(l): 
(March l948}e Reprinted, R.EoT•t No@ 20. 

Cary Brown, "Business~income Taxation and InYeatment Ineentives," 
RoE.,T., No,. :;2 .. (On the temporal non-neutrality of income 
taxes] 

S., McDonald, "Percentage Depletion and the Allocation of Resources./' 
NTJ, 14 (December 1961) -

R. Dorfman, "A Graphical Exposition of Bohm-Bawerk9 s Intereist 
Theory," Rev .. o:f Eco Studie!. 26:153-58 (February 1959) 

"Waiting and the Period of Production," g.~ 73:.351-72 
(August 1959) 

F., Babcock, Valuati.on 0£ Real Estate, (New Yorke McGraw-Rill., 1932) 

A,. A. Ring, Valuation or Real Estate, Chap. 15, "Income J'orecasting 
and Analysis" ' 

Jo P. Jenaen 9 Propertz Taxation in the U. S~, Chap~ II!. [The 
definitive work on capitalization of property taxeaJ 

M,. Gaffney 9 "Rent and the Allocation of Land among Firms•" In :r. 
Miller"(ed.} Rent Theorz 1 Problems, and Practises, Mo. A.E.So 
R.B. 810, pp .. -;9::i;9. Con tax capitalization under credit 
rationing) 

R., Blitz., "Capital Longevity,"~• 6-58 

Ro Thompson. An Examination of ~eic Princip1es of qomaarative 
Forest Valuation ' 
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/.~. G. Terborgh, !,o__,gey of Economic Maturity 1 Chap. 7 

/vv. 

I wv--. 

H. Hotelling, "The Economics of Exhaustible Resources," JPE 39: 
• · 137;..?!f ( April 1931) -

John Hogan, "Resource F.:Xploitation and Optimum Tax Policies; A 
Control Model Approach." To be published in M. Gaffney (ede), 

on ervation Taxation, and the Public Interest, 1966. 
[The first ha o s essay compr sea an excellent readable 
summary of time-economics applied to eonserntion.] 

Ac Lockner, 0 The Economic Effect of the Severance Tax on Decisions 
of the Mining Firm, 11 fil 4(3) (January 1965) 

So V. Wantrup, Resource Conservation [Emphasis on credit rationing] 

w. Roberts, State Taxation of Metallic Deposi~s, Chape }ton factors 
affecting the rate of recovery. 

R., T. Ely, "Land Speculation," JFE 2;121-36 (1920) [The theory of 
"ripening ~oats" - for wbi't'1t•s worth] 

"Outlines of Land Economic~" (Mimeo,.) Ann Az-bor, Vol .. , 
[same topic] 

AG G. Hart, Antici:pation, Uncertaintz, and Dynamic Planning 

E. Domar,, "Depreciation, Replacement, and Economic Growth," E,, 
March 1953 

~L, 5~ ;/f.lUA·~ R.~·14 I ~-IT.,,-~~''. 
{_ C>'1. 9~1 &x,~ ~ ~ .. ~~,. o-6 cc..,.t-wtn/4.) 

Space 

M,. Gaffney, "Land & Rent in Welfare Economics," iTI. J., Ackerman et al. 
Cods.), Land Economics Research, PP• 1~1~67~ at 149-54; 151-67 

E. M. HooTer, Location o~ Economic Activitz 

R. Strotz, "Urban Transportation Parables," in J. Margolis (ed.) 
Publi~ ~E~o9oez of Urban Cominu.nities, PP• 127-69 

·-~~ t.nebout, THe Community Economic 19-se Stud:;, Chaps. 4-6 

✓ Wm. Alonso, Location and Land Use, Chap. l, "The Economics of Urban 
Land: '"Intro. & Review" ◄ [A readable history of theory); 
Chap .. ;, "Agricultural.Rent Functions and Bid Price Curvee 
of the Urban Firm" (Not what it sounds like. Primarily 
interesting for the MNP diagram on p~ 47) 
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Wo Iaardt Location and Spaoe Econo& 

E. Dunn, Location of Agic. Production [In the peculiar lingo that 
has evolved, "agricultural" does not refer to tar.ming. but to 
a Von Thiinen ~odel in which we are concerned with how much 
space an activity uses, and not just its point-location.) 

✓ J. Krutill.a, "Locat1ona1 Factors Innuencing Recent Aluminum 
Expansion," SEJ 2l(})a273-83 (l-55) -

v A. Marshall, ~rincipies of E~onomic_! (8th ed.), pp. 447•49 [On 
substitution between horizontal and vertical space] 

W~ I. M1ers~ An Economic Stuff ot Farm ta 1out, (Cornell Univn, A~EaSo 
Memoir 3~, 1920) PPo 49 -94 especia ly 

W., Hallll "A Method for Allocating Costs ot a Water Supply Canal,n 
. fil 45(4):71,-20 (November 1963) [If you like math., this is 

a treasureo) 

Ro Ely and G. Wehrwein, Land Eeonom1cs1, Chap .. III, "Land as ·space 9
11 

Chap .. XIII, Urban Land, ppo '5-32 onlyo 
Ro M. Haig, "Toward an Understanding of the Metropolis, .. QJE, May 1926 

/ w .. Vickrey, "Pricing in Urban & Suburban Transit, 0 ~ 53(2):4,52-65 
(5-63, Proceedinga Issue) 

() 
L. WinsF, Transportation and Urban Land, Chaps. III, IV [Rard 

reading] 

E. Chamberlin, Theor etition, Apps. C & D 
[On the monopo n land values~ It is too 
bad we lack a good work on the exceedingly imperfect market 
for land when it comes to assembling, expanding and contrae­
ting, etc. -not co?ered b7 Chamberlin.) 

Ho Hotelling, "Stability in Competition," E, 41:52-53 

P. Wendt, "Theory of Urban Land Va1ues," LE 8-57 (Disi<?'.isses Haig, 
above; pregnant, but not de!initive:J 

A. c. Pigou, Economics of Welfare 

n. Hotelling, "The Gener·al Welfare in Relation to Problema, of '?a-x­
ation ancl of Railway and Utility Rates," !g!!, 6(3) (Jul7 1938) 
Reprinted, !!!IN~~ 10 
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✓ 

v' 

Wo Vickrey,~• PP• 236-6?~ [Queueing, marginal-cost 
pricing, cost of public funds] 

lL Mohring, 0 Urban Highway Investments," in R. Dorfman {ed.,)\ 
Measurin the Benefits ot Govto Investments, ppo 231-91 

nc udes coft\fflent by A. erguson and • S tton.) 

R., Musgrave, '.]!heorz of fublic Finance, Chap., l, "A Multiple Theory 
o! the Public Household'' 

13.:. Chinitz and c. Tiebout, stRoJ.e of Cost-benefit Analysis in the 
Public Sector of Metropolitan Areasi" in J. Margolis (edo) 9 

Tee Public Economz ~f Urban Communitie~ 

J~ M~ Clark, Economics ot Planning Public Works 
I ■ * 

Ao Etzioni 9 The Moondoggle (You'll enjoy this one.] 

Ro McKean9 Efficiencz in Government through Systems Anal1sia 

Jo Krutill.a (and o. Eckstein), Multiple Purpose River Deveiopment 9 

Chape II, "Concept of Economic Efficiencyff; Chapo III, • 
11Market Mechanic:s 9 River Basin Deve1opment~ and Efficiency•: 

______ , "Reeent Devel.opments in RiTer Basin Planning and 
- Evaluation," JFE December 1958 

- tl/ ,- . ,; ,,_ ,J~ A /' .• '- - ' l- 1-C/t,/M.'l 1 .10.J"~~ 

"The Yellow Book11 ~ PIM,IJl,., ~• ff'~ -.,---, 
()4Md, ~~ ~ W~ R~ ~~.'' /J,,f/J.~ lttt. 

Oo Eckstein, ~a,ter-resource Develo2ment 

ttThe Green Book," Federal Inter-Agenoy River Basin Committee, 
Subcommittee on Benefits and Costa, Proposed Pr~cticas for 
~conomic Ana~ysis or River Basin Projects 

J. Hirshleife~, J. Mi1liman, and J. de Haven, Water SUJ?Pl1• Cha.Po 
VI, "Investment in Additional Water Supplies" 

T. Scitovsky~ Wel.tare and Competition 

, "2 Concepts of External Economies and Some of Their 
----• '"lllf~m-p-lieations,'' JPE April. 1954. Reprinted in T .. Scitovslq, 

Paper51 on WeltaNand Growth, pp .. 69-83~ ~including a reply 
to Stockfisch, whose comment ~e also interesting, but 
optional. JPE 63:446-49 (1955)] -

M., Reder, Studi,es in the .':£heory of !1 elfare Economics 

H. Myint. Theories of Weltare Economics 
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C. Hammar, "Intensity and Land Rent•" fil 20:776-91 (1938) 

V De Ricardo~ P~;pcipl~s, Chaps. X-XII, Taxes on Rent, Tithes, and 
Land-tax. [Lockner on severance taxes, Gaftney on farm 
policy, and many others keep going back to this~) 

A,, Smitht Wealth of Nations, Book III, Chap .. IV, "How the Commerce 
of the Towns Contributed to the ImproYement or the Country." 

Co lL liif"ch & R, McKean,; Economics of Defense in the Nuclear Age 

A~ P. Lerner, Economics or Control, Chap. 16 

9o Genora.l Equilibrium 

v Phelps ... Brown, IV, "The Whole System" 

✓ 06 Lange and Taylor~ Economic Theor,z.~f Socialism 

W. Leeman (&d.,), q_apits.lism 1 Market Socialism, and Central Plannin15 

W~ H. MierJl'yk, fil~~~pts of Input-output A~al1sis 

F,. V. Wau~h, "Alligation, Forerunner ot Linear Programming," m 
_ _ 401 89-103 _ . . _ "' 

V W,. Leontief, •'The Structure of Development," Scientific _Amer:,.can 
(Sept.~rrhPr 1~6~;) ., pp., 148e166 

✓ Ro D<Jrtman~ :Price Theory. Cbapo 5, "Prices and the Economy" 

10., 

A., s. Manne and Bo Mo Markowitzil Studies in Process Analysis, 
Eoo~omz-wide Production Capa~{!ities' [Ohapo 15 is readableo) 

V. Jo Baumol, !:'?o Tb.eon; and Operation Analysia 

Theory and Practise, Institutions 

R., TurTey, "Optimization and Suboptimization j_n, Fishery Regulation," 
AER 54:64-76 (March 1964) (A little gem. appl7ing theory to 
practice.,) 
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Oo Morgenstern~ gn the Accuracy of Economic Observations 

J. Rirshleifer !! !!v Water Supplle Chap. 9, "Water Lav: Govt~ 
Discretion or Propert,- Rights?" 

M. Gattneyfl "Comparison o! Market Pricing and Other Means of 
Allocating Water Reeourcee, 0 in Ue of Ga,. In&to of Law and 
Govt" i ~-t,v· _];,aw and Policy in the Southeast, pp.. 195-2290 

Morris A. Copeland, "Institutionalism and Welfare Economics," 
AER~ 3-58, PP• 1-17 -

A6 A~ Berle and Gardiner Meanst The Modern ,Corpo~a~ion.E;Jld 1fiV~t!_ 
E,ro2 ert z 

Ju~~ Commons, Institutional Economics 

• Leel Foundations of Capitalism.., [Chapa 6, "The ______ R_e_n_,t __ ,...,Bar_ gain·
9
n is good.] 

Fa Macblup, "Marginal Analysis and Empirical Research•" AER 36(4): 
519-54 (September 1946)& Reprinted in R. Perlman (ed~). 
~age Determin~ti,Q! 

M,. Gaffney and F .. Trelease, "Replyu and "Rejoinder 0 on"Water Law and 
Economic Transfers of Water.,11 JFE 44(2):427-44 (May 1962) -

Mo Brewert "Irrigation Districts and Water Pricing," NRJ January 1965 -
M. Olson~ Jr., The Eeonomics of Collective Action 

R .. Ely&: G,, Wehrwein, Land Economics, Chap. 4, "Land as Property" 
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