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20., ldea'ttif ie 
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21.. Cobb-Douglas func:tions -tl-1a·~ tave~ag~ o-11t the e:f'f' ee-ts of ii1G~~~-c~:i.:::;~ 
scale o"r 'the lo'bole ro.ngo of £it~ uiz28. 

I 22. • ~.nalyzing economic conc~ntl."at5.oo in ·;:-a.rn1s cf cva:t:-q;ogi. 

--- 23. ~s~ plieit cost@ equci.l. zez-o. E .. g .. etudmtl:.;{J) a'tti'l:u.tk;!t:: 'i:Ot:tc.i!.'d 
~ pcrking~cice. • • • " 

. . .. 

I 24. Lumping of o '&'lapping t:ei!"llS or ide~. B, 9• E~ 5•· 
consumer ascveroign is imposa;tble ur-..der. Seeiall ~:.,-:1.eiriq-~;oeo 
with public ownez:shi cmd Al:. pricing wi:th priwte ot-mership. ~ '!"'ho G;,i:ital~ 
or s-tereotype or o d ... pG'i.:t:em a.ppl!'oac..li, the enemy of Qlftaly,.;is (ij;J- =----..=. 
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Econ 101 
Hay 196:1 
Pallac:iez, e"tco 

lo Price theory applies only to 'the .firm (1:ry ~he &1:ate and na~i<l>."'lJ:­

Price controls always distort the allocation of ~emomce~o 

111.e zan who 'takes customers from his neighbor is selfish o.nd cm:ti ~oociru.c 

_,,,,..- 4,. 09Duaping°-0 is ~actly con'tr<ary to the intorests of a nation e~loiting H:s 
aonopoly poten'tio.l., and therefore canr,o't occur., 

s.. A monopoly or car'telized industry can gain no'tlu.ng fz-om holding ac1=iot,$, 
because 'they Muo't pay t-ha piper tomorrow. 

___., 6.. There is no ne"t gain from increasing imports, or applying new inv,;m·tim1f.l~ 
What one go.in■, another lomes .. 

I 

7o The wole ~rouble ~ith water economics is underpric:tng. 

8~ Nations always encourage exports and disc®Tage imports. 

/ 9., Durable resources are not consumed. The supply is net w,ed up wh~n 
people un them .. 

10.. The fallacy of equ~ting 50ec:cnomie4' <md pecunicn:y'~. An economic IaQfll 

ia a materiQ.list and a cheapskate, and values money above everything~ 

The pei:son who 01:icks wi:th a. low..,paying job becal.llse he likes i-t i~ 
no't behCllving economicallye An economist would call him irrational., Th~ 
ec:onO'ill:G~ w-ould sacrifi.:~ h1.1mc:m values for "the Almighty Du.cko 

You can 9 t measure the worth cf a golden sunset in dollars; above ~lli 
you can a t put a value on a human lif eo To measure a tree, one of Go<F 9 

noblest works, in ~he balance with s<f.'.lll!ething as profane as moneyi is to 
sacri£ice the Conservation Ethic to the money~chtmgers, to sell out '?be 
Almighty for the ~Umighty Dollara 

Economic cmaly-sis fails to otccount for people who ca.re more for basic 
values than mon , and whose native~ a~e therefore non~economieo 

11.. The income ef ct of taxation means tho:t income taxes make you w.:,-g-}. 
hardero 

l2o Lower interesrt -ra s make you save more because everyone has a tar.get 
income from ini:eres't 'tha. he insists on get't-ing rega.rdlese of the diifiC12.l·.:y .. 

13.. There is a na~ral equilibrium li!'eached in sti:"EH.i't congeetion where -::on-~ 
ge0-tion curos i-tself bec:ause driV0rs avoid c:cngee·ted areoa.. This.i is n 
natural fre4c, acolog.ical equilibY.o.ting device ®d t:here.fore optima.lo., Dri\~cn:-a 
puT~uing thei~ own self~in~erest without bureaucea~s trying ~o run their 
livee will naturally c¾o 1-"hat is righ'to 'tbis ie ca.~ o:.::ample of 'th,~ free 
m.orke"?! in ac:tion o.1: its libertca:io.n best., 
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14. 'X'he aan who "'-'7i:i tes 0£f. property ·<:oo fast m-ad mo l01,;3ra llis i,::zco:1:ia 
~m!: i:oday is only h~r·tfi.ng himself in 'i:he lffl'l.,,,J ~..n hei1o:u20. 1-ae mus·i" pcy n,::,:;o 
in ~be future to m~e -,.u, fo-.r iti, by ~l,ich t-im.e heu ll be spoi1<ltl r...;r1d i:h:.J 
ii.: ho:i·do?: ·to pcay. h-tt~r to pG11/ 'i •~ n@'H and ge'i: i 't hehinif ·yO~io= f·GG<:} ·(;}:;:o 

futu~e with Q elGa.n slate and imp~eved chczacter. 

15. Americans should ® ashQ?!!.0d 0£ thti:l t.'~ W;;'l l.Jt:a~te rm:i..'U'.t:el i~e;s:,:cr-.;;'.=!~c:es .. 
Tb.e Gai.-mans Qna Japai,ese and Dllli::ch e<mIDerva':! theii- re~w.::-cez m1-1ch b~t-;:c::: 
"th~, t:~ 2 aee how 1'ii1Uch more i':hGy gc.:)'t f'i:Oan an "1.C~e of l~~ .. 

16. Tbere is o fty a limited Ci1'1.Ctm't o~ Cle21.iss 1. soil in the cou.r~;r.y c:.~:t tL~ 
i-io~lcl. Ci~~· do not ~~~ good soil, but they. gobbl£3 i·t i:1p a:l: m1 cla::n:lY'.:'.'.2/ 
rate. 0 ously i't !lih@uld he z~ned fo,; ~~clusi~;-e a.g;~ictili!'ura! us~ .. 

{X't i!S al:i!O a C!i!'i.'l;lle t'o fflee 'the va1.-y baa~ 't1hont: land conve~.,..,:cd ·::o 
wL,g com. ) 

17. Sustc.uned yield is obvioualy the cnly accsptcib!e p~:l.nciple of :f oz-0;::.·, 
management in "the long run. 'I'he mc.w...imum gz-oi..-th pe? year is "thl?. level c:t 
t-Jhieh yield !:4"lould be SWilt"ai!~~d. 

18. If oil is wo;:t:h $3/bbl. at -chc "1'ell .... hec.d~ ohv.i.ou:r;ly eve:ty b'2.Yi?~! r 
pimp :from any well lowelf:"'8 t-he value of my ~il d~posi-t by $3:1 (mid ·?:ho :srs 
should ~.¢ft se write of£ $3 f'rCl.il! 'ta;1:able incGllle .. ) 

There are 10 billioo bb!s. o£ oil in the shale ef Dey Gulc.?i "n-JSp .. in 
Ptu.-ple Sage Co-.1nt:y. It is wor-th $30 billiczus. • 

19. Riclty enterprises, a~a c.voided b.7 invGa·tors; obvi.ouely 'th®re:f oY.e Sb}GCiQl 
subsidies and tax concG!:Bions Qi:e daf!i1:able to :b.·.duco inV0£'tezs -to 'l.~n:~'h:::z',;·di·5 
these entezpris•• Oil e~lcra~ion i$ very ~isky. 

20. Th.a Pede~al Communications Comaiosion (FCC), which alloccti:es te1e~W3-;.:iz-i::-; 
licenaas, should never permi~ any traffiching or COli'U!l~rce in lie~ises~ 
Thc1:: wow.a be pi:o£i"teering. Dit"-to for the Eurecr'3 of Lcmd Ma:nagcmle?;!!t {,tL~•;;) 
and its Tayler Grazing Act licenses to -ranchers en Federal lmld$i; for t:ho 
Cal.i:forn$..a. Wat«.7; Righ:~:\11 Board and its li..cene~ "to div~r-t wn-ter; -thti iJ,.,r,; Vo.d-: 
City T~onsi't ~..utboriey Cl!D.d it's licens~c to operat0 taxis. 

/ 21.. The zole of fo,:ss't':3;:s ir: t:o d;v·tezalin~ t$la't is good :fore:~1:-;..:ys: fo1J~c::,w;1i:;; 

~

/ sow-td <.lceepted scie:n'i:5.:f'ic pzinciplez -~a-ugh't: in ~uthor.it-,,:1:eive r,n:crfeBi'liioi:;(11]. 
fl • f 011/k mchools. The x-ole of ec::Gn@&5'i.:S: is to £ind the m<m ., ""· O(ll_lli;"e ~'h _. 

-~ 1 ·, f 01:es'tey pract:ices may he CC\'lZied O<At• Di ttc f.o!!' engine~ en ·.,__.=:..;;;;.=~----
and hl:lffl sc:iontistz ox a.Al lt:!nde. 1'h.ese qi.1Gliiied :itperts are the oner::. r,;]w 
~"'ldermtcmd ,,..ha't :ts really needed; sioney ru?.o'Uld no·;: he allowed to atm1d i!l 

the way~ M~ddl0some b--..;dget0 cia~ttr-llg ?eck1ST£:tf:fia."l e:ecf.run:tant's, 71:elii.tO'ICG ;fzon 
the fi1:ing line, i,;,itlioiat p:l."ac'i:iea.'t e~el!'ienc0 o~ iw.ma..~ 1..~erz't~.c1inr3., shtmlil 
no-t p~esume -to judge ·-the px-0:fesBicm~, ~iach of which has a highly developr::d 
code of ~thies in tho public in~e~est. 

22. Inte~est- chc.w.gea baa.? fLG?Jc~ely Qn fo:£"estiy and c:i.,,.o. <angin~c&"in~ hoc:f.t,zec 
of -Che long wtd.ting p@z:tod hirti~--een i1Llvewtmei.71·t Q,nd peyO'&'it'-. T'a:ts ;ig ok:viou:-.,.1.y 
imfc.i.iz- and coi.m~e;.:- i:o the public:: :lriteres-c ooca.uae i ~ GG°t~olJ.y ~h~t.la.•i:e~tB ~b:.: 
ver:y !;lg~is of COOilOt'Vl;.!tion and l{';'.nc zeclamQ";i:ion t:n1.d d~·v-0.lopmtllrti:, J;v~ic 
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building blocka .of the Alnerican wa"; and creed. In the public interest 
therefore we must make cheaper credi't available to these wor~h)~ indui;rti;":i&s. 

23. Every 'time we e~tract m.inerals or let' a mote of soil wash doMt ~~ 
~d.ver we are clestr¢ng irreplaceable nationcil assets which the passag® 
of time end growth of population can only make more gcarce. It' is vain to 
point to our growing capi t'a.1. in buildingl!l and macbines and knowledge~ Of 
what avai • are all of these without resources? The gain of one doea noi: 
offse~ "the oss of the othero 

24. If oil p oducd.on is to be prorQted, deeper depoai-ts should be c:ill(lW®~ 

to produc:e mor days e1 month than shallow ones because of "the higher coot 
of reaching t • 

/ 25.. Marginal producers Bhould charge higher prices than others, becaum~ 
/ their costs are higher. • · 

26. The concept o constner surplus has been des~royed by the discovery of 
the incoat.e effec~. 

27. Any re•ourc:e sho d he used as soon as it' bec:om<1a eupro.marginal., 

28. MarginaluCOft pricf 
because thay are really 
have to extend 'the U.nea 

for utilities need rar~ly occasio~ any deficit 
increasing c0111tso To se·rve nor~ cust~crs yau 
a-ther. 

29. U~ilities a~e aonopolies and ehould ba punillhed by heavy toxation~ 
l t doe,m9 't matter how they pay, bu't how mueho 

JO. Access to the streets ond roadways of this country ia a basic: natux-a.l 
human right that must never be abridged by ~he imposition of. any charge 
or toll. 

31. The inceme tax i~neu.tral in all respects bec:<.,use it takes a per.£~!~~~ 
of n~t income. So, for example, the inVC!si:ment' that yielda the bighe(frt 
return be:fore taxes •ti y1.elds the lu.ghest after t<a>z:os. 

32. ·~•twill tell you in a trice, the ti2e ~o cm~ a ~r.ee is ~hen 
t~centage rate of growth falle ~o ~he inter~s~ ra~e or belowti 

330 --Re.st is an income.. There is no rent from mineral exti.iaction hef.-:ir.mse 
the subst:ance of 'the asset is impaired by use. 

34. Fcn:u1tm~ formula is O.."'lly applicable when one hew decided to mrucimize 
site ~, end take the interest ro:te as given. 

/ 35. I~ is a eenseles~as~e to see a perfectly good house torn down while 
/ it still hCAS many years 0£ useful life rem.a.ining .. 

36e If the capitalization ~ate 
scuae per cent would i,oak up the 
equity 1:o zero. 

J 
5%, an ad V<!lorem lend tax rate of the 

tire land re11t and reduce the landowne:· 0 r:1 

31. The property tgx is un:foiT to landownerti with appreeiot.ing land in fringe 
areas becC1Use it makes them pa~l a higher p~rcantcge of 'thai~ inc~e in ·t~a@ 
-than o~heir landov.ners doe 
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lo 98Calpara-tive st tics,llil or aesuming away joumeyo between equilibria. 
(It ia of-ten better 't trawl hopefully than ~o arrive ••• a tn1th.) 

2. Firms tend 'to loc e at tho leeiet coot point, as shown by clc.l2cical ? 
location theory. 

3. The dif£e"'-cnce ben, n °0 a~icul tural location -thoo~ and "urbcm 
location t1?,,oryl1 is 'tha't one concerns agricultut'e and the other conccrn0 
ci -ties. /V f f [{ l ~ lf)i 7 /4 ~) . 
4. Ina.me dis~ribution d optimal 2."(u:om:ce o.llocQ"dcn are tw ssepcn-u·.:e 
ques'tiona. 

s. • The distribution of in ome and 'the disttibu:ticn of purchaeing power 
are -tho same thing. 

/ 6. Re taxes, all 'the businescmcm o~ homoowne?: cares about is how much he 
hos.to pa.y~-he doem 0 t care wh~~ r3ason the gove~-r-mient gives for tcking 
bis aoney. 

/""" ? • Since purchasing power ia \.'Z'cmgly dtstx-ibuted, 'lr!hct ,-1e call efficiency 
/ is really 1nef£5.ciency, and human· welia'?'e carmo~ be incraccecl by prcm.oting 

what looks like efxicisncy in pcu-~icular local si~uaticrns. 'l."herefo~e we 
should do nothing unless we can reform. everything in i:he lf.¾ole wo:i.la ut once. 
Since tha't is obviously hopGleso, we ghould do .r..othing er.ccpt :for one mission 
alway• uppemost, -that :ls 'to criticize and undercut whoever doea tl'f ·to pui,h 
some attainable rafom or progra&, for he lowe~s our welicn:.a by ~-couaing 
latent guilt feelings. 

/ 8. Sinc:e ~here aro too fe•, 1:esources in monopolized indwrtrlee, and too 
(' many in compe~itive ones, the economics of general eq-~ilibrium and ~elfare 

teaches us ~o tax competitive industri~s and subsidize ncmOi)oliea, in order 
to ~edresa.~he halo.nee • 

.An01:hor vay to tmhan<;o hwaan wol£c;11;e is -to IIIOiiopoJ.ize ~he compe'ti 'tiv0 
•ec:tOT: of.the econoay. 'ftlis is just u good as 'truest ... J::rust'ing in the m.onc:, 
Ql)Oli:zed sec~or. This is knolm as ~he docttine of eou.n1:ervail:l.ng power, 
and works much better than cm~i=ttust. • 

9. The best econcmic use of a reaow:ce is tha~ which yields the owne-r the 
• / bighes't ra~rn aftei- taxeo. 

10. The· reason for large finLs is that lar·ge ma.chines a.re more efficient 
'them small ones. 

·11. The only way to lle nuie th.Qt a nc,w policr.1 is good is if it benefits 
someone -withcu-t ·hurting anyone -el»e. Otherwise it is bet~er to d? nothing. 
(That is also much eClSier on you. } So our old policy is a good policy. 



l2o I't is no"f: important fo;: ~1:fGre judgamcnt:s by whai: means 1;.re gs~ 
mca'terial goods, but cnly how much t'll'e ge-t. 'rhua !uceny dOGs not wcd.uce 
total wsl:fare, but merely ?:cadie'i:g-ibutez i to Intezpercsonal CCXiDpa:ri S:Oi\ii 

being imposeible, t:here i~ ~ way 'to know -the effec~ on w~lfareJI but' it 
ie probably positive since the poor 8~eal from the ~ieh. Therefo~e we 
should legalize larceny and at least so.ve the money naw wasted on padlocks 
and police. •• • • 

. l3o Every transcurtion or action involV<:lS e,;i:erna.li~ieo.- No :E"ewo"Ut'.co eh.ould 
be allomd to l0C1ve cm area without -the· o-.m.ez-c s ccmpensa-ting all thoso who 
are deprived ·of cmcient eX'ternalities in ~itlch they have a vested intereet; 
no1: to enter a new ca:ea wi-thou't compensating 'thoee crJl whom he m.'i.gh't impose 
negative externalitie•• • 

14. Kcrginal. cos~ pricing is :l.mpoasihla baco.us0 <there is no wo.y :fer 
decreasing cost epero.~icn 1:0 8Ur'U'ive, except by ::nili:i.lidy, cm.d ·then ~here 
would be no· possible • 'test of the ovarcll. viabili ey • of th-3 opel!'at~~" . 

15. A slo1>1 bu.ck is mar~ mor<t.l and socially desirable th::in c feat buck. 

16. The income 'tax fGvors sh~rter :l.nvos'tmentio because the 1'.lri1:e ... o:ff coiae~ 
sociner end has a hi~~er_pre~ent vc:zlue., 

17. Deaea£ing c:cst industries should not ho suhsidi2Gd bGca:we tha.t only 
imp~• taxes on other industries cmc1 regions. 

18. A pecuniary external diseconomy is -the riGe in price of b.ized inputs 
as an indu.sn:y expands. Ii: ie purely redistribut:ioncal and not a ne't social 
cos"t ci~ all. 

A pecuniary extemal economy im "the :fall in product price as an induzi:ry 
expands, or 'the rise in income of inputs used by the industry or by sei-vice 
indUBtries. All this, too, is p~rely redistributional. In The big picture, 
!'tall washes ou'i:==gciinn cancel lossem. 

19. Sandy Kou£anO income, ~ t.1ell QB John W-a.yne8 s, and above all Jayne 
Mansfield 8 is, is mostly economic: rent. Jealousy ctnd moral ot.11tra.ge play no 
po.~~ £n ~h~e judgement--~~ is pur01y objective. 

20. A ettee-t lamp is a pure public: good. 

~ 21.. consumer suzplue, could only be measured by psychoanalyzing all c:on"' 
/ sum.en, or dziving '°all ... orono~hing& 0 hcu'gains, or other .imp~actical means • 

./ 22.. ,We would all place an infinite value on the firs·~ drop of wa1:er, and 
/ so consmaer surplus ie an unr.ealis~ic concept when applied 'to something 

real like a woton,crks p~oject. 

_,..,,,.. 23., A -theoretically ideal -tax 'W'Ould be a lump sum, leaving marginal costs 
/ unaffected. Jhlt 1:here is no base in reali ey an lmich such a ~ax could be 

levied. 

24. 
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2.Set ~otm o2 int~r-:~~rt iaigl:~·~ 11t,r.:y pot:Jf);l!JJ.}7 :fctI1 ·;;o ~s:rt)~ :r~i~1~~c-~1, -~:.t=!C~ 

gzeo.~ost of a.ll oco;ac;;oi .. ~-;;r.,: fo:st1ct1S": "'h~ ''e".lti·~on-:1~j;1r~ o.J: tL'ie ~(~1r:c~: •1 }':.~.r 
~hio ?O~y' p~OCOOV& 

Pl{.9ice disc.ei~.i1,1~:t(.rn. ia as,:;!m1;13.:fied h::~ ·{;hn .i;"'0-IJ.0~1ii1g~ 

c.. Pecik-hotu:- prcmdum p;,:ic:cm., 
b. Suz-ch.ayge:s foF: O®::-vii:::&. ·~o 'i(."e':no·i.:@ c::·,;;:t;r; ... 

c. Changi.11g ieat'e~ oo:;~;<~z ~!1~ J"~c~:,::J.3 e1c f;::e·;~~;r:.fl :e1:::·:?-~~ 
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