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It What is sy lets or symegyit
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H A. Tech . Legit. I sorially advantageom
B. Lenti Spurious
c. Explortive
D. Gray
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I.
theory, tervinology, and insight.

H.

A." A. "Stags I" in factor mix, even the one
Himput is fixed, get sy returns by Ay another.
H ..

#

HE

H

What is increasing returus ?
Review of ec,

H

MP > ap
Means ap is rising.

2 + 2 = 5

AP
AEW

also means a

Elect. of produ, is MP/AP

I/w

-2

AP/P
AW

W

liei,

of 22² = 1₂
then

B. B. This also means that I increases by
H

than the fint power of W. ~ > 1P = kW²

MP

190 AW (work) yields >1% s oritque,A

~ = 1₂ P = kW ,
P

W

and

ap

Work

more

k, so P is a fixed multipleki
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-H
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H

H

of

P

dl
dW

P

W.

dP/dw

P/w

Gunnally, let

P= KW²R²

did! = kR²_₂W²²²-1
dW

K R² W

k Ro W

(

to

Y

})

3 }

AW
10%, then 41 = 10 %.

1.1

P=kW !!!

s
W

P= kW

P = kW *9

-W

(R = Recamier)

1

o is clest. of produ.
are relatedWhen ever input & ourqul

Ḥexponentially, this isthis is handy to remember.



HE

-|||

+

H

H

Erg. Azar²

H

E.8.

-4

circ = 7!!

p = d
C =

d TT r

B.LTY

d

[₁= = = == =40- c

P- 44 TB

AP

to here.The #7/ay./04

1.e. a 1% 1 cost giverA a

c

When you go toto layer
compounding effect, so a
300 % A Cape .H 1.4.

quadruple the area,

N

2% 1 of capauty.

layer increasers, there is a
a100 % A cast giver

double the radion, and



C. C.

H.

H

We are stilljust.Ag

-5

bewer .
scale, may be the driving force.

E.g., with men on

come from getting them nemer together.
If so, can do so by selling land.
vegative returns.

one imput, however so

The change in proportions, rather than

true of
|| seatter, etc.

"Not
likely

suffering from sprant, hopscate la

to be true of firms, but often

D. Pue

land, the benefit may

e.g. re water supply.
also time of onry orgu.

Land in

in thron of imperialism

Pie rynergy
is when we A all inputs.

isa hawly wit for this or Capital, because
we an med to measuring its return net of

H assor. We call this ACF.costs.
can do the same w. labor land.

(1 often prefer land.) Figue #Nit
Products, each case,

But this is a stram for
to let's ure Capl., and BCE.

non- theorists.
There are



H

||

#

common

DC.

H

H

IK

business concepts.

-6

say, you are

(Note, flexibilityst floor space.
size

Note, opt.
Compu. might drive

H

Opt.
syze

planning of Udg.

MC_ < \ac

flexibility re units. You muit could be
Or $ revs.)

E. Ag returns are some on
chance units from input

ap ( in DCF)

-K
MP (in DCE)

goes beyond by rets., this case.
facts to max. ap.you

deigcost.
to output.

ac
MC



H
-·||-·

‡‡

Take the waterpipe

P = L π ~~TT

C = ß 2πr
We had

Solve for C

Let 0] =

ii Again, the
time, of cost.

:|

MC
ac

MC =

o

-1

care

d
p==CATAL

c=== 7h pt
4πTAL

C= opt

£ = .5

61/1 AC

again.

exponent is the elasticity.

Experience shows 16,

Ľ²

But this

.6, hence the %/10 rule.

%and the 90 AC = to the to Acapacity.
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1

H

G.₁. N.B.B.

||

E.: Same true of square, I cube,# ng inare savings
Fencing laye crear,
Et.

H

Then , are

H

H

|Spreading & head, AFC

H|

#
#
H

|

-8

in laye Holap.

difference of 5.x. & l.v. deviz costs.
S.r. decig costs. are gains of proportion.

H

Htoo much

hR decif costs

spurious ec. of scale.This ed. he spurious ec.
FC, rather than true scale.

atc
ave

AFC

are pie scale.

Might mean



H LR during costs and a
replacement problem as you

new dimension to

look abend.
# If demand in growing, you want to select

DCF todaysequence of plants over time to max.

4

- †

H

H

++

11

course,

TE

+

-9

a lovely complexproblem --too much for this
but look forward to meeting it.

( Offer RIMS)
I

T
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II. Causes ofA returm.
share common corts

Ain Technological

B. Team work

It
-H

sharing tasks,arg. lifting
Specializing (but can do this thre witzt.)
Coordig & synchig under direct authority
Teaching -staring info.

11. Directing therebe smart ones thammit still to slow

oner (or, trained to less trained)H.
sociability

C. Ask class to name other

But note, can be done via mkzt, usually.
#to, advantage of scale is to reduce contracting costs,

and takes and use of streets.
service progroun

-D forting

||

-10

have mentioned geometrical laws.

D. Pooling risks

ter -
Advertisuäg

-Mutual and vs.govt.

1



-H

#

#

TH

8. Grey

||

area s. ofscale.

Acredit rating

-*
-11

Bulk Areas buying, selling

share common cost

specializu

spreads info.
||

#Buy or make option. A whit
Avoid:

H

eseasier

0.g. ofuniqu, supply. co.1) or
community ?)Curling

three webzt.

)(

Avoid bad when by doing orgetting your
power.

Overpriced services (banting)
Undipendable when (unde)

own

Insel- bianes ( defer)

Internalize spillovers, spatical & informationed
PUD

Exploration



-||

H

H

-*
·12 .

alle
C. Spurious ees.If scale.

1. spreading o head over space.
Acres, & acc.

2. S.r. decif costs, more theuse

others.

of Kin place

Note danger in city play, point system

3. Spread & head over time,

Adds more oo-leend.

slaughe
to

Ecs. of longevity callfor smallerscale,
n

Require big reserver, ignore ust,
Or if reserves are given, produce lessperyear.

4.4
Holding reserver cheuper, for futuro exfuncion on me.
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||

If

H

==

==

#

1

0. Exploitive en.I scale.
Mupy

1.

-to
-13

2. Avoid taxes.
Big farming.

oil

4.

big fines.

K-interesive firmsgain

3. Leverage over

Avoid doublesales tux.(indl.sales are
taxed.)

bes
propty. in taxed less.

public puuse
Big trucks, need wado

Big tankers need deep hambon cleanups, etc.
Seasonal employen, I cyclical, exploit welface system

Regulatory favorit:sun
Old vil vs. new oil helps new oil, high 1:0,



Expand

III Tutl. biases+

makakapag

||

Iaxu,

-||

Regu.
bov, contract

H. adequately & creatively.
·|·

#
-14

Subridized research : military, space agric.
Directing p.w. your way
Art. water favoring primary products
Dereliction of govt. re planning & supplying infrastructure,

Suporad.I adem, of public lands
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TV. dicers of scale.
To be orgd.from ff.M

H

#

#

IF

2.

-||
·H

-15 .

Lise me a Overload on top persons.

each decision get higher & higher.

1

E.g. Conquer & Presidure

Love touch, love contral, love coquiti

Coquitine lumits off purous
allocate limited utter span, ...

m

:

of studying

●



ļ

f. Getting

.2.

3

∙ething more use out

5

of

1

resources.

g . Why coord. inside firm instead of thee uke ?
There stud. always be a reason bundene of proof.

Bes, there will be letru costs

some frequent reasons.
Avoid ruce

Morning credit ratings
Aparatiz 8
Pooking. Seasonal & cyclical risks.

Double-uring

h. Disers of scale (poverty of thy, books
Exhaust ecs. If sudde0.

2

_woid undependable supply or demandGai: sukt. power

__Avoid overpriced revviver, e.g. banking

subject.)
X- hauling

'A xptu . cost [vd. effect v. distance effects) wehawthing atdiff.
Wt. I vol. A by cuke of dimension, if solid
Overcome

gravity. if vertical .. hi - rise bldg.
Crowd land, if not expenditle .

E.g. Widering roads, city v. country
longer trucks, less man-uwerable
longer truim, longer to make up.



h. Disen. of scale, cont.

1~ slow bldg.pl. gestationIand any, long pd.
Pipeline F...w .so

7

8

(9)

-3

starting, stopping breakdown, downtime,

Long trains, less frequent service.

Fixed capacity v. variable demand.
surveillance lost. stores W.e.g. big inventories,fur
Owner far away. Stesting, propty! conteal a problem.clerks.

Cattle rustling.|| Communication costs & losses.
Directives going out from civisão huh
Info tocoming in

I maybe

Coord, accross spokes, romul trip thru center
hub is betterbetter org. Mhant than pyramid??,

Policies become rigid & simple, for lowest common

denom . ll Overload cognitive limits of top ingust"(Simon.)
2 Cross- hantin at different voltager"
pressure leads, Weed for breathing points, "load
"breating "



Idear, rynergy etc.
Treating info. as put. propty encourages big corps.

Otherwise, people get info. in the wikt., bung & selling.
House wbt. is good e.g. Patent mapy, may force Verticals.

(12) But disec. of scale then is info. leakage.
Hiring away key men. Tuell espionage
The more commonplace the thinking, the
easier swiped.

Corp. semmars seek to exploit synergy
suggests they eve

TRW, e.g., reparate parts in Cleveland & L. U.,
(MCBM system ery.)seminar in Vt !

Vs. reciprocal spillover.

the effort
forming something minatinal.

Spatial spillovers, PUD.
Both internalizing info. I space spillover

appropy something normally given away
thay allow better plug ; o'rturwise, dubions.

This

weitig.
Fart write-off of R &D I obs. my. is

1.e. it undustater profits on "earnings".)(For theory students, whe" earnings"
profit, help explain why don't useit.)

equity K.>Then maken harder to raise more

conservative "

replace

is



(13). Incentives, conflict of motiver.
a) Mynet. may

have

than owhers, to "s its own job apps.
greater int. in growth of saler

Galbraithe say so.
But timore's sateifing mgr. is revise, valeur quiet life

:The common thread is mais puronal goals conflict
owners , so K is used wrong.

Mynut. may dislike lifting work force, expened instead -

b) Leaning as e.g. of conflict. there lesser wont wore
land. Salesman on commiss. wants more teritory,I
to commission incentive dosen't chin conflict, divergerne ofwants best

everyonePiecework, same idea

Quality neglected, inspn. required.
'11 Policies required : simple,

common derdom ., uneform , rigid

mudentandable by

W,

lowest

-3

better.
interest .

equipment.

Ec. of deale: smantent control &... enhance work of denkest
(but biggest corps hire smartest.)

)



" Induce ", for actuate or incent.
Move", " motivate"

to

a
seek to
slow I outlets.

inquit. of fixed capacity, w . captive K₁ may
max. aggreg. earnings by adding to capanty

MP = 0
Mynt. cd. do some thing by adding

But they don't, fauts show.
Minust. cd. &

opper for self by Ag vol.
Cost of wealth coun't appen in budget.

Hander to audit, monitor.
instead .

"1

Mgnet. is like the sharecropper who takes too much land
max's outpuri/mgut!" by adding K₁ (captive ()

more workers.

& other

p. 234, 218Hayek & Salbaich aque! p. 234,
Mynnt. Gius to max. sales (G. ) or agqug, profic ( H.)
instead of earnings/dollar of K.

(Simon sees other bias)

Ec. of scale. Bigger produ. sun in given time.

Disec. Stability induces too much fixed K, seduces to
Asolescence.

'Inventory!'

But add wealth,

Disec : cognitive limits (Simon) of inclirichs.
sweeping, simple policies Lerg. " Reduce

Top loses touch line.w .

-4



(14) Disee.. locul. os., fute of many laye blogp .. banks &gout.
slowly.I a &p, subenbeinzed the

116

timplex ply .. add my, corts to Il costs ofopy.
Value as a whole , over life as a whole ,

118

Layer of plass. I horizons

Opg.plaus
stort.run.
Lory ranse,

to
Diser. (15) Note, K of lory life requiresa long plan

just the bldg orleg. Bc., but the use & orfer.

intelliter. They
you.
indies.

(17) Remote

earnings

Remote

new asut.
plus replant.

quarterly to yearly.Iyuu & morequ

Ec. of scale. Franchised dealers. Your weight attach
un their show yet are integral part of

Disee. of scale

fix it. Nor

Can't
give

groves see

of scale Nicher, Procentian beds, do not
the other must give .Que n

or return, bes. easier tomige. evaluating performance by ave, rather than ungul.
get data.

fit

mgr. mring simple, single-valued bain for judgment.
due aut. of other values . E.g. absentee ounen oforange

only cash, not pleasure of commcommunity.



Ad. 203, Mon. Mar. 13, 78
Lait nity.

sequence.
1. Plug. to meet payroll

-H POR. Individ., if faits goes
indvent

::!!ic Aggregate...prices nice, intead,(ifmoney
Cunless -AM, as in '31 etc.)||

4.

2.
after bank collapse, learned toprevent.

But then, tempted to do now, keep inflating.more,

3. Many supply.
!

Gold

tt Bonds

a 1 h
Noter

Depreits

a
Reserver

Loan,
luvts.

ted, deficies, money, spending.
a. Monetary purpose
b. Keynesian purpose

1) A spending, activate houndh

ii) Redure taxes.

h
Deports

The Heller alliance.
iii) Keymusian hambs

available)

auxi
exiliary philosophy. Klein

Ec. base, regional multe, da

"



multiple
5. Mom Keques double message.

H

H

+
7

a. For labor, under comumptionism

1. For K, need www.outlets, higher yields

For debtor, need inflation.

For ante- Wasps, mock Puritan ethic

6. Grumpor grasps b, favou ITC, expenning, etc.

c .

#

d. For govt., need more spending.
e,

8. But you say,

Problem is, there distore Moices betw. luber 4.K.

payroll Fux.
producer K.

Esply coupled w. payroll
labor But now it last longer.

slower replant: less labor.

2

1



H
H

H
H

7

‡‡

H

K tumn over:
Delivers thea

b. Recover fundr
c. Replint. in.

gooch

Freempmn's Rpt.
Chap.I

So can 4 ms. demand w/o influ. by factur
A

tumover; by reduce payroll tus.

1. Reduce taxes

2. Permanently
3...A bus. in. mainly
4. Balance (fluff& filler)

Measured, regular 4 of M
Decontral energy price.
Make 'productivity' grow(No soft technology or approp. tecken. here)

3

- Go
easy on Ag empl.
Uncmpl. really isn't so bad.imit so bad. 5% is fullumpl.

No, 52 % Less than this causes influ. Beware ware wifhs.5½ %



Full empl. in the rate thatis the rate that can be attained

+ w/o "accelerating" rateof influ. Cie., .79%/yr. is OK.)

41

H

cuivre.
demand an

H

(This, Greengan too was locked into Phillips
Limited by this paradigun, seen A

only way to A empl.) asseg.

·+ ·

Policies to a supply
Achap. 4.

Good Micro iclear. But locked into fallacies
of Chap.1, re labor & K.

Induced unempl :__H
Unvemple compensation. Not experience rated,

so cyclical indies subsidized by steady
over..

Lower win. wafe
Pub. Service Empl.
ETCredit

4

they pationize but oppone
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|!

H

Govt.

##

regs.
1. FloorFloor prices.

Trucking..
Entry restricted

Airlines.

back for other reasons.)
HE

(Botke.g. are from xptu

2. Ceiling prices.
Natural gas

3. Direct effect
Power

OSHU

by policy

on costs

Cap Furtu :

Eur. regs.

hot rid of price support by dumping
problems)abrout. (Now, have new

Paranoia.

where we sled cut

They thinkpolicy biasedvs. iw. !

5



FF

It
th

H

#

H

-6

ITC
acc. depr.
Expenning

"Integrate " coup. Max.

Tax
cons. to stimulate saving

146, tux biased vs. suving .

6



. H₂
+places,

-H

Excessively defensive. Spend 3 pp. tellingyouM.
reason before they tellyou theproposal.

Chap. I H. Progress during 19.11

+

1978, Ec. Rpt. of President.
Highlight

A political document, very woolly in many

a,
Major sources of demand. This they make the

motor, it dives everything.
a This thinking leads toinflu.

Bus. iur. is down. Exports

howing &govt

weak:
We rely too much on

adopted)

A
C

6. Stimulus package (some was

defic

IF

cit

local

'

the

Reduce races, un
#ITC made permanent.

New, ETC
CETU

P.W.

Rw. shaving

Velocity continues to grow



Chuy.4
H

L.

H. Episodic explanation . No focus on chimic problem,
Blame foreiques for influ OPEC. (Later,

blame foreigners for lack of demand.)
#

H

Aray.5 major polingChap

H

Infle. I Unempl
No solution

F

H

-2

Laggning productivity;
Blame lag of K fruth .

More likely misalles

Major change in raw untils.
policy.commer

too muchin howning.
'23

prices.

Energy. `NEP"'
1. COET. Reduce other takes

2. Let gestise .. pussyfootwise.3. Coal conversion ..
4. Consu

"10 % ITC

Grailuated gas guzzler tax
Mileage standard

5. Utility rate refour6. Nuction
7. Petrol receive.

T



F

H

4
H

===

++

#

H

1

h. Agric. Woolly

Requ, Fuzzyc.. Requ

- 3

d. Tax Reform
Mostly Hackned

But expanding ITC

Welfare
Elaborate


