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How to draw legible 3 -d graphs. Solid lines are in theare in the 2-d plane,
f(x) ,Draw there

z

or chauy
The solid curein theprojection of theclach curvein the xyplane.

combined optimally,By assuming x by

3

at least draw the corresponding values of x by.

X

meget a line instead ofaplume.

&
=
f(x,y) [

Probably

y =

fext]

y =
f(x)

X

4

This down't come threeso well? No,
way

Repends on function. Select viewpoint
ect you,

for. isn's coming straight

you.

Z= 0.

seenn ok,
to that

fromawayir au



You cd. also graph other relation by lines venning out at

to imaginam projection.
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La marche du temps
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LA MOLÉCULE DU PARFUM DES PAPILLONS Zigzag femelles .
Un dix-millième de milliardième de gramme.

ilote est averti suffisamment tô our Ce problè
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La marche du temps

CUBA ENTRE KENN
1960 a été « l'année de l'Afri

que » ; 1961 peut être celle de
l'Amérique Latine . Si les peuples
du continent sud-américain n'ont
plus à lutter pour leur indépen
dance nationale, obtenue depuis
longtemps , beaucoup d'entre eux
ont encore à conquérir leur liberté
économique. Depuis deux ans, un
phare les éblouit : celui de la ré
volution cubaine . Celle-ci est au
jourd'hul menacée. Hult jours
après la rupture des relations di
plomatiques entre Washington et
La Havane, la presse américaine
révèle en effet que les Américains .
organisent et financent , au Gua
temala, notamment, l'entraînement
de troupes antifidélistes. Claude
Julien , qui a fait plusieurs séjours
à Cuba, avant et après la prise du
pouvoir par Fidel Castro, publie
cette semaine un livre (1) sur le
déroulement et les perspectives de
l'expérience cubaine. « L'Express »
donne ici les passages qu'il consa
cre au problème dont dépend en
grande partie l'avenir du régime
cubain : celui de ses relations avec
les Etats-Unis et avec l'U.R.S.S.
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dema



202. Seland; Exam. No phone calls.

1. Unregulated p.u.

MR

also over

D

Probly restrict output more than K&H, even.

And on top of that, characteristically underestimate el. of

demand TVA -land

utilities

MR = MC

ATC

long pd., demand very elastic. Shepdb inclast.

head offor longOften put

demand - hence restricct unduly

can't wait

Also, must take ATC at pt mnpst

can't regulate output

can't

2 How bi build steren?

2. Problem ofvaluation offixed assets. Insoluble, circular

chooses-- regulation

3. Scattered settlement, main problem.
4. Hell's Canyon

build a



Decreasy Cost Ind.s. - nate reg.

K. & H. discuss under " Reg. Prices ".

What are

Most typically,

are nat-ly mapies

they? Not "chronicsurplus ind. " is p.neg.

Not affected w public int." all are.
distrib.

P

1

or commun.

Hi fixed costs then add uble factors, but don't reachdim.retums

before satisfy demand

((often requires central ingent, integrated opin:phones, -watch mopies do

62

1

Very import: ½-½o allsecurities on

Inlprinciples: K&H wrong, p. 567, " adequate service" is all thatparpsATC.

ATC.
MC

Bring in tremendous new custom, at

( P.O.; &publishig)(publishingis decr. costper

item- doesn't nec. mean decr . coston

expension)

gmalfirm

WallSt?

ATC

D

thatcreates

very

surplus.

smalladditional cost.

May make utilingpossible, otherwise not. Esp.when buildgaheadof

settlement, permits settlem't, thus som builds larger demandforself.
skip the extra lines at pt. 1 ?

MC

Coursein govtreg.

D

Will not payfor selfat pr1, by fares.
if subsidize, figure

Maybe notan even

c.s. of"a " vs lossof""b". But expand

to 2, bl. A benefits much, A

costs little. Balance c atdte.
Also consider demand willgrow ifyou open

new area.



(

or.R.E.D.

)

Benefits ofPUD.
1. Change MC , Not AC, thus expand mkt; &, often, make

service possible where wd not have been any at all.
2. A 2detotesles oradv. I didn't mention before. What is often

called a great
You paydisadv. whether

you use it or not.
So the loandspee, or gentleman farmer, big landholders who

Encourages development. Fills up the
Which lowers cost ofpower xinsp.

lot.

This incidentally bringing many further advantages . - e.g. cheaper
Pop

phone service.

3. As us coop : bondingpower,good finances.

underuse, pay
holes.- consolidates pop.

a



1

some outstandig

I. Who shall distribute power from govt dans. distrib. in decreasing cost.
other

1. Preference Clacuse for electric distrib. coops & P.U.D.s & munic.
Since 1944.

2.

current issues in pon electric power.

Recently challenged, Ia. can

I say distrib,is idealfieldfor P.U.D.(Over)
Why don't local ownersprop

Resale p control ?

3. Primary distrib. lines,

4. "Ptnsp"

favor ? sometimes, oftendo. Elsewhere, landspecs

abandoning.
dominate.

D. 1. now

govt
will continue to

subsidize fixed costs, change vble costs.

Good idea, except don't tax beneficiaries,

op.

on PUD dues.

1



TTS.
7n. ofprice ration searce resource. Only

Puta hipice on something not searce, get underase._ likebutter.
Most dist. servias not seave.– costs little more to build for

200 Tham for 10.

Many, public provides free. Streets, walks, lights, sometimes others.

Reasons:
a.

b.

c.

Decr. cost

Is mapy.
m.n. = me at less than P= AC

Obriate collection costs

excuse.

use

Pvt. seller wd restrict, if

d. Pay by
non-contingent tax, consolidate settlement.

even
"Isit"fair" to tax those who don'`ture ? Certainly. Fondholders

are main benefic.s if live in another country,
What ofthose who dor live there, but don't want to

public sirects ? Old-fashioned type,walk, own well &

cess Is limit to howfarpool etc. one cango in inconveniencj

others &call ithis naturalright. Iffeels too badly imposedon,

can buy olsewhere-notdisrupt compactplan ofsettlement,

Siringhering lower neighbor's standardofliving.
buildupdemand.

e.c. Must buildaheadofsettlement, longwait?""Public

use as device to aggressively expenne. Mopy

often chag feet " interesting to watchit develop ...

CO.S

6. Might not even exist ifpvt.

com

Problemof shortvs. longrun. Ifunderbuild sites, etc, get incr.shtrem Mc.
Decr. costis longrun(cd. be short, too). Must plunge aheadofmkt, needto i.n. & non-mapy.



8, W.

Deer. Cost products.

Hi fixed cost, low vole cost, limited mkt

Is natch.

E.g

-unlike incr. cost.
mapy.

(Ground Couley) tunnel us pumping f
3.

motive2. Mapy
4. Vacant Land

So we're

What keepsfrom reaching idealoutput?

1. Need to cover costs

Used to collect taxes (even if munic. So notargumentfor publicpower,
butfor cheappower)

Fixed voubleviale

vestlyunderserved &overcharged,p.u.

MC

MR

O
ATC



Ec. ofScale, Thurs., 8.
1.Apeen of luben

2. Access to greatu vanity of imports

3. Lager pieces ofequipment, lowmunist costs

4. Large scale purchase



Student tendsto identifyself
employer, wants to know what

is his 'profit' --- in dim. returns

graph.

W.

So whynotsicut w.
individ,add land, illustrate dim

rets so



Take individual enterpriser asfixed, figure his residual.

k$

$ofcort

Langetvarious residuals, dependingon how hardhe works. Addhim

until mgnl product (A residual) = MC, subjective,



AC

Ft.ofheight

Where is max. output per unitofcost?

AP

2 curves are

reachir maxorhen increases as

is greater than %4(AC) : 1.0.

must move back to left

graph move back

MC

move back very,very

Where MC flat,

long as AAP >1,

MP

1, 1.0.

11, AAP= AAC , but AP>AC, so AAP

left to get

max ratio at max

AC

1.c. outpur - IP = APcost TC AC

longas HAT %A(AP)4
Now,where

AAC, so
AP

max. ratio ofACC. In aboveAc

AAP
AP

little

AP,

is just coincidence, for special case.

AP

> A AC

AC

= 1, always. So
DAC
AC

until AP is max. Bes AC is const., natch.,

Butfor whene AP -AC ismax. But that

## AP
AC grows



"Whatis a natch. mnpy?

One-store towns.
minpies. advantage ofwiding mkt.

As town grows,

Nova tean

Dense pop, lowers costs per unit

room for 2 or several ofsome things.is

homehavemanyingonl

grows, mkt grows,

of output, natch mopies

I saythreatofpotential comp, they
cases

of many

mapy of natch

Fand settlement problem.
are less mmpy

resource .

various things

become more.
things become

Trucks ?

Busses

River developm't ? - only Iriver.

Xptn of any kind -maintaing woadbeds mates natch mapy.
access roads

possible routes, can have natch

& more efficient. Finally,

call temporary

when in doubt, treat as

R.ns, can'tdivoue routefromopg

Power lines. NW powerpool . BPA planing. War importure

thatis

But not so stro

narch mnp

natch maps.

competitive.

strong.

Timber

is not a

But natch resources do tend to become mapzed -bus limited.

But not natch.



Rivers.
Limited, non-duplicableduplicable natch resource.

Weaknessofdoctrineof approp :
Inflex.

Use more, & sooner than need. Claim more than use.

Priority of claims, no relation to current needs.

Lan I
ar Ore City. Divine night to block upstrecom dev-mit ? Only if
they'llpay forit.

wd be ifevery lot
shd make likep.u., city. What a mess city

tamer had own water nights, priority of claim,etc. tlums allwoter -day

yrs
outskirts get

Power, too;
I

+c-3. ur

none.

Illustrates needfor unified control, If incital whichmakesit

natch mnpy

Bowles. Over approp.

E. Ore.

But don't all use at same time.

Engineer, State, issues water permits.

1909, Water Law set up

Aince 1945, more water issued than 1909-45
nights

E. Ore, are water masters, not in W. Ore.

Groundwater lan

But W. Ore, cam sink well next to stream.

Conflicting

Unused irrig.permits

-how reconcite.

flook industriesfrom claiming



203.

staff.1 Review, organize
2. Ifyou ever sta +playingitet,neerthis5:

questions on reading

Weaknesses of Xcut& stotecontrol.
a.No contractof interstate opins, orfinancing. (& must contral

financing to make nates)

6. K. &/H don't give much. In class, mentioned Balkanizing.

No.man's land neceding P.U. Act of135. (interstate sales)(&finance)

authority over P.U.H.C., bes not op)( had no
Staty

L'

3. Bring

ifnever

ideas. You willencounter natch mnpies,

big ones

Common carrier principle.-A
-same rates forall noexclusion, nates

5.0. nat.gaspipeline to n)
regulated. -E.S.

elevators. (Trouble .", coop mony

Coops as solution
miet& mirpy itself) Sun Maid, Sunkistgain

2. District organization -eif road district in timber arca.
REA districts. PUD. In N.W.

1.

int

district, mosquito debetement.

Failing those, cancan have.

3. Govt regulation

4. Govt ownership &op.n - roads, p.o., airports

"Franchise" - stategrants a minpy.
-e.g.

streets. Equipment obsolesces

goes on
forever

Reasons why compuan'tworke

dealwith

As mht grows, many things cease to be not. mopics -grilstores,

even specially stores . But strategic routes; things thatrequire
Can always build another store-

integration remain natch. mnpies.
to use city streets, or

always that threat. But can't duplicate sole night

Thepermanent natch mapies the imp.ones
distribute gas &electric.

Tiruction co

electric trolleys

ood

sole ve

racks. Bu
of city

L-CME Fire



not automatic.
these problems don't solve themselves - regulation

minute thepublic becomes apathetic , bingo -upgoprices.
The



203.p.l

1. Review

a. Established Nat, immpy is product orservice where comp. won't work.

Bes just
Also is

one non-duplicable nat. res.; or decreasg cost.

something important. -not Rita Hayworth -no needto socializeher

fog

d. Fed.

Some confusion
•anthracite; n. .̂; bus lines

tankynlines mightbe anywhere, butonly

Often time -but not essence...eig.(demandforonesetgeceasycost.So ng services. I
financing-arkday

Hence regulate -prices, but when regulare, mustgo longway.So mag.
(nate making)thing -mostly state now.

c.to. Focal &state regulation
b main

But disadvantages, weaknesses. What?

reg. What led to it ?

Willgive some examples oftrend to Fed.
P.U. Act, 135

i. P.U..H.C. Act

ii. Fed. Power Act

themean said mipy ofa nat. resource:

gave 7PC

iaDeath Sentence. No pyramiding.
stock, now, notice no more

( Utilities interstate; Bulhange)
P.U.H.C. -no one couldregulate them,

utilities.)
No control of interstate comm.bes not op.

I notice get higher earnings.

(No man's

reg.

15. Reasons why comp.

whatis.reviewwhatis.

So

El.Bend & Share, etc.

b. Sec. & Exch. Comen.sigulates.
NOW '29 ATTITUDES RETURNING – Bigtestfor SEC corning.

ii. Fed. Porrer Act.

man's Icond)

ifyou buy

power to regulate all interstate powersules.

Great war powers.
order constr.

NOT STATIC. Lobbies, both bypower cos & cities served

won't work



203, p.2
2 New Ground.

a. Telephone AT&T.
'10 -134, by

b.

134, FCC took over. Controls nates& service, but not

financing Result: Westem Electric, AT&Tsells equipont to self

Old trick, as old asreg. Public hasn't caughtup
at high prices.
yet.

b. Radio & TV

FCC, '34.

3. Public Development.

A nat. ? No. Just need to assign channels.
public

Channels a not resource, vble.The fortgiving awayde hain

Facts
Forum

on tun's ofpol. influence.is
are bored by cc., &gaze

our window, will be fleeced

Isome of us who have learned something of these things will

join the redators.

9CC -Interstate only

a. Problems ofregulation

must regulate so, why

One
project.

nonot own

-McCar
suppose

aslong aspeople .

so severe. Home say ifgout
& operate outnight

window you

argument forpublic development is multiplepurpose

Non -salable benefits.

Class ?

CVP : innig;power; flood control; navigation; salining contral,

urban water .

So worst opponents of CVP don't want PSE take over

Just state. army engineers.or

c. Yardstick theory

Taxes & interest.- crazy K-iam theories of 0 int.nate, '30s.

Other hand, put utilities often do inflate their costs.

ifpaid taxes &interest.
TVA has mach profit,

even



203,p.3.
c. (cont.)

How inflate ?
i.

Whatis

Commissionguarantees "690 " as "fair return".

base ?

Assets of co. Whatis biggest asset?

What determines its value ? Rates.
te base.

So develop fictions. Appreciate

ii. High costs, buying from selves.

67⁰ ofwhat?

Franchise, location.

Cincle.



AC idea, based on idea value ofxport. to society is PQ.

IfmeWe set rates = MC,

If all costs explicit, easy.
Whatis " 0.c. " ?

But biggest

.So

no valuation problem. Give enough

keep it going. 1.e., govtpays rentfor them

problem is, grantees now try to obscure

Form ofsubsidy: landgrant, often.""Presentproblem is, gram

that original & continuing subsichy, metend they must make returmonit.

out what it is. b) From taxes. Not subsidy, formofpaysfor
Usg AC, must services rendered. E.g. Canyon

*
figure Hell's

wd have to pay.
them in the business.

value on them
put

hefeet inc., capitalizg.
K & H swt by inc. it

Is more.

cost is inc. must imputeforfixedassets. Ifrented them

Owning them, still must get

butno more

no cost ofproduction.franchise,
Neither good. Best: alternative use

output
Adequate stories ...

Give co.

"

·get something to justify keepig

·no•need to give hi unearned inc.

Whati's "capitalize"? Why reject?

yields ;; or costofproduction.

tax revenue to

replacement costs,

9 CC has tended to use past costs, not present,as basis for valuing, &dett;
(Advantage ofkeeps them down)

rates,
Recent trend to Acity fares.
Traffic.

- of city streets, ornight ofway.

says must have rates hi enough to

I stress, must be lowenough to attract adequate customers.

Remember, natch. mnpyis inpy, even ifreg.
think factso Use MR .

Rr. nater: crimeof 1931. Now ringto push upagain.

to attract cap.

even ifreg.–never ceases to



↑

$ or
physical

MP=

MC =

MC

Output

Input

olu

ola

AP

1. MP =

IP

3 bushels

I man-m .

ý mạnh
I bushel

MP

Mc

Put M value:

"

That is not the same as

values on

MP =

MC =

Now, if we puta value on denominators, MP == //c
6

$6
Iman ha

1

334
I bushel

2
ok

? $6_ No.
$3

Just=
$6 per mante

9.e, the MCper $ ofoutput //theMPper $of inputs.

their being simple reciprocals. You must put

the denominators, & explain, as I have above



But analypis not useless on that account.
MCA AC

A

Not

Cd. include rent with entrepreneur. Lowers AC

V

Useful for analyzing individual firm. Tells us how far

he will
a

expend output; when more ec. to have firm

instead ofexpandig old; what happens to output when AP, & why.
To understand

MAN

Where is weak is on distribution ofincome, rents.

that, back to S&D
go

Have

a.

given costs, eg,

just nationalizing.

*/Nthen AP. (by Ademand)

Certain adjustments takeplace, various possibilities.
Then new

Supply of all resources elastic, &, incl. entrep.

& resources come in.

not much. E.P. who

--patent e.g., & he limits it.

new

E.P. competed away.
enterprisen

b. All resources elastic is except 1, bottleneck. I production a little,
ver of bottleneck.

gets. Not entrep as such, but owner

Then. e.p. imputes to patentee.

All resources inclastic. Then MC gues straight up.
d. any combo. In practise, v T those resources whose supplyis

& losses. Othersinclastic take gumove in &out.gains



First, chaw on bel.
Tools, cap.

ask
Practicaluse.

?

Effectof races, various kinds. Are they passed on ?

unions As passedon

min wage

41.̂ .
4 elect. cost

P controls. Escape ind.; or revalue assets; orrevalue vble costs.

f.-gain

Mc.
Whatis opt. size.
Does ec. work eff.. I showsgain. Cost is loss. Notare cost per unit

Adjust resources so MC = P everywhere, mosteff.
Big eff. than small? (Anti-trust)

esyouan AC agoal.
ient output forfirm:eisyourone

more

Whatis most efficient

(Not all out-t's figure this way, onlysmart ones,who make M)
(Heme can study acc'ts & leam 0)

Effect of inpy

are wage

lan

ofourpur,but

(not toindividual)

1



Mon., 2.

Relation of firm
1. Sht.nun: expernd

as ? nice, new

2. Longn

cost curves to ind. supply curves.
of Mc curves.

firm: exter,when min ATCC permit .
on MC curve. Shortrun industry s curve is sum

M.Lcume.Cisme.

run
a. penda New firms enter

b. Old fins expand FRMC

old experim

How do long &shtrun differ?

Add FC & VC, is all.



1

of P > ATC, min, shd buildbiggerplant.

And/or others should move in, king down P.

I What decides which ? Ifbigger plant has lower min ATC than

If higher,present one, expand.

Long
run, no

AVC

Taxes: prop

ATC

fixed

vs inc.

AVC, if I drops below it, better to produce nothing. Ask- why notgo

down to min. MC ?

moreeplants enter

costs. At least to firm(land, to

on
departa) Partfalls

land ?

Inc., adds to vble

Burden on horse's legs,

firm(land, to society ? Or ind.)

Until long.run.
leavespodeto

Prop. As fixed costs, ...4 ATC, Aproduction ( temporanity,umsiting van S

As sht nun costs; pten blege,As long.un costs. Pt on

inventory,

VS

same.

back.
Fixed cost historical, or current? What .... ? Many say

hold much w/o acet's enough fixed cost, wd produce more

big corps

if they figmedbetter.



AN

X

2/2.

Indiv. firm, elastic demand, why not A output w/o limit?

Costs A

also, elastic supply

Suppose demandAs

New firms.

Suppose decreases - may
write down fixedcosts & stay in bus,; or

leave field. What determines which?

in a
(Not counting rent asaA firms.

then why

Pure comp, longrun, industry supply is min.

cost)

short

Longsun

do MCA ?

inclunting supplyis min.of longrun AC ofvarious

Do youproduce where min. AVC ? ATC ?

Cost curves & supply
curves:

industry supply

resources

on endend of supply curve, have those who can ormust

move out, when'p full. They move out. Innerpart of

curve,fixed. Mustrevalue fixed assets.

short rum, move
MC curve.

up

Long run, build bigger plant; &newplants

enter.
curve is sum of

may

MC curves
min on ATC curves.



The meaning of cost.

And yet to individual fi

Distinguish individ.& social costs.

inm analysis goes by

cost.

it to

Costs rise.
Thus dispense with revaluating assets.

Distinguish itfromrent, or

tenant, rent isa cost.

L
Demand nises, to

Boils down to this:

cost to individual tenomt,

To expound:

1.

AC3
AČ.

P₁
P3

P₂. St , Long

S, IR

D₂

run,
courseuse bringshired resources, raising costs,to &of

resources, lowering price.* Until P meets min AC, Pg.to

Show S&D, when AD, shrnun & dong
S, SR

P₂
P₁

producer surplus.

thus includes rent an

'Finm " has no

that increases cast

in more

2. Show firm adjustment, the immediate

JA

assets.

tenants.

of

Excess profits go to find
sem enterprivers



3. Short run.

↑

Extra income goes to fixed factors. Fixed costs nise,
necessarily - whatever their long
supply elasticity.

Am also shippingover slight
fallofp; again, for simplicing ots)

available
vble costs alto rise some, bes what is

industry is not unlimited.
But not so much. & for simplicity we'll

just keep

rentof tait's farm.
So vble costssay not at all.

const, ATC nise

Not justnationalization. Rent actually rices, explicit payment. 1810, if
farmer holdsownplace, must credit more to theland)

What is a nationalization wol. be to say p is high because rent is high. Is

other way.
4. Long

run .

By

Aflz
FAIL, P₂

•AVC-P

#
firmrise,Costs to firm rise,

14 Fo

e.g. lower tariff.
Buildnew factory
Farm prices, supports.

Ĵ#
as some resources prove inclastic. They get gravy.

What for.producer surplus ? Doesn't callforth supply. Butnation

supply.
ee. rent.Long run, land,landgets it more than anyother, less mobile. Or, iftalksof total

supply & demand, all land inc. is producer surplus

Blig a machine -intellectual. When thau, throw in problems, turn crank,
out comes answer. Note how now, explaing something, often allude to other

The of concepts. not covered yet,disrupts analysis. When thru, needn't do so.
1. Cons.&'produer surplus.

concepts

Plan to A supply.

LRACT

P₁

anam

Observe, analysis is fromsocialview

used to thinks in terms, what's initfor me.

But observe
Competitors moan.

are not destroys & incomes, justxfer,
to another. -fromone

group
producer to consumer surplus.

& is netgain Besides.
Hence seems strange to many ofus,

But socialview only



Hell's Canyon

How high

Until MC = MB.

$

to build dam?

atTough,
Issue between

Apply

Height ofdam (7+)

Ee. analysis is some

wrong way to go about it. Expand until MC = MB

correct ... no matter how

MC

ImAVC

Why Idaho

MC = MB, eitherside can use

Excess profits imputed cerway,
Excessof MP over MC, wd. He

good. Tellsus max AP, onmin AC,

complex

that always night. Once get concepts straight, just matter ofmang.

that. Butifdon't get 'em straight, don't know what to measure.
donneis one of MD & MC : is the extra height worthit?to costs

AP
MP :

MC, wd. he same.

Again, expand until MC = MB. AVC not at min.

curvesseem, always go

MB

are value ofsite.

want

always

always gobackto

Costostperfort.

But ATC is.

Also arrive at it as

Now consider costof power, notat busbar, but delivered. There is decreasig

cost. "Wheelig", distrib. power. add another, 7C, moves opt. further to

(also, move MC over a little)(to left)
night. low dam?

power

another FC: minfish
obvious interest.

mupy



Bigdam costs 3 times as much.

Additional benefits:

Storage
Flood Central

Navig.
Recreation

( Put M values on

386
133

$253

us 133m ?

Me &MB)

Built ahead of textlement

Mixes cause & effect, whe.It is not because landisfree that youproduce

at max A.P.; but v.v.

Snake flows outofphase with restof Columbia -Anate flows in

winter, Columbia in summer.

Growth of atomic energy.



5.

7.

where I curve come

Σ Indiv. firms, & curves.

Where do they

Depends

come from?
P

on costs; & how individ. firm reacts to

So: Now willanalyze costs of individfirm.
( fater: demandfor individ. firm's output)

5th. "Cost " includes everything- all income must be imputed away. Imp Justas

balance sheet, always balances, extra assets belomed by extra owner's equity. Implicit us.

Tht disembodied costs: dim.
explicit. testfor now something of individ. firm's
We already6.
But the

from?

form
unitof

we have had that info inpust,
way

we now want it. MP

2 . We want now per

on S &D curves, output is our unit, not cost.

m we

cost:

8 Add AVC

MP

Costs/output behave just opposite oftheir reciprocal.

MP ofallvblefactors.Iadded to
ffixed res.s

MC

MC

AVC

is not in the

curves showed output per

cost unit

stimuli.

Where MP lo
C

max,

ret.

ofoutput -1.

MC
Po

hi

min



9. Add overhead - AFC. Get ATC
ATC

MC

10.

(Note succession

show totals.

11. What

How does firm

Dist. long& sht runs.
no

she run, no ±A7C; &

'pofits' -- e.g. to tnt from.
Suppore perf.el. demand.

Rock bottom.
What happensin long

b a.

AVC

c .

AFC

of minima: MC, AVC, ATC)

react to

at min ATC.

If AP expand until MC = P (= MR), always best

show temp. profits.

are

ling

12: Another thing

( should adda new timepd

the very longrun, can change

cap, not land)

AP stimuli?

rum?

New firms. If longuns curve

firms. So there may be therunto

Rent nises
b. No new firms. 5 inclast. imputed to

inclastic factor. ( 5 cannot be perfectly inelastic, unless therun MC vertical)

Actually, both p falls. & costs rise. Imputed. & competed.

happen l.n.: change fixed assets. Look

for l.^. opt.size No FC .
fixed (ifthey

Individ.firm willdo it, if fixedfactors aren't

fixedin long run, then din.sameas 5.1.X exceptfor acetigformality in

value of fixed, impute theto them)write
you up

com

pflat, push & back down



Mon. ( Lastword)(as of 4-25-54)

sumup, howfirmadjusts to AP

1. Forpractise, & as 1st approx,

as prove.

But this takesplace in l.n. So,

2. Now, introduce l.n. cost curves.

a.

Imputed & competed away.

b . 3 situations
*

And kept shtr

mc.Explain l.1.
per hr., etc, to output.

Add aplant addition. fust bes AC still low, doesn't mean that

that addition, considered separately.
addition is -maybe MC > P, in

ex .

i. All factorsors

ii.

sht nun cost curves

Not ofone unit, but per

available at no AP.

unit add I unit

·LR. - in sht run, ea. firm expands
all competed away,

little, likeglacier in winter, falls back. Only expands along

(such errors common)
sht run curve, unless by

error

All factors completely fixed. Perf. inclastic supply.

all imputed away
LR MC LAC move straight up

(N.B. Before, Isaid firm expands along FRMC. But thatwasjust
cost more.

In fact, is impossible, for the hip makes MC curve nice, as factors

expandButis a common error for firms to

iii. Most common situation. along LRMC, assum's lower p for land.Which
Thisget too big.theyalready own.

practice.

I factor- land- imperfectly elastic. Others nearly perf.
elastic. (E.g. Ptd milleshed)

Landp 4. Bringsin some lands formerly subongul

back down to where started.
enough to bring p

LRAC curves nice vertically, Ifalls, until P = min £RAC.

LRMC also sises.

not

now usingusing higher
as they rise, cost curves may change shape

rutio of laber I equipm'`t to land?""Fessphysical output; more value.



Viner wrong

firm. LR.₂,

Thesis

epilogue

to say,
are no

to
bessome factor fixed to ind,is fixed.

FC to firm, even if some res,fixed to ind.

So can't LR issame as SR.
it say

What happens? Suppore PA to Pr, permanently.

SRMC

LRMC

·FRAC

-P
Pr

Eo.firm expands to SRMC = P₂
land

(NB. When getpermoment
Sstart to

4P, many firms
expand along LRMC. When

they really should sella
little land useit more

intensively.)

1.

2 . Bid up

3. IRMC & IRAC nise - straightup,probly. -perhaps shiftig some to

nt., perhaps to left. But Iknow no reason to assume they

to nt, as Viner,perhaps unconsciously, assumes.

nec.shift

I think it more likely theyshift lift. For it is land

whose P

more labor&cap

curve drawn presuming

rises. to higher

( the not nec. moreper centof l.v.), which means more mgjimt

physical output you
For the same

problems.
use less land area, more later & cap.
pier

wd now

they will

or more
firms - subdivicle the fixedfactor

4. So you get more

Ea. firmprodung about scome output -probly less, physically,

& more by
value.



Now note some 'costs ' cause p

Note various mings of "cost of production?

Don't despair. All very simple. Look at Scurve.
produen surplus

NOU opp.cost

Mgnl & inframgul firms. ATC always thesame
oc different.

hi-cost

butothers resultfrom it.

If specify Oc, can

+firms. But watch it.
speak of lowcost firm (inframgul) vs

Watch nationalizers

farm & supports; utility rates.
p

cannot be Ad. -&thatfactor

income,
a Lemnd. Then,as ifnature's restrictions dich'tmake enough uneamed

to license holder
b. Licenses -goes

gets it. Ptd. milleshed
Producer surplus bes somefactor



conceptof opt.size.
Min £RAC

will differfor ca. firm. 9)Different mgr.

b) Diff. nat.res.s.

On better lands, ores, timber, muchlarger
perfirm

op-n, much more output,may
be ee,, than on

mgnl lands.

c) Diff. equipm't, techniques etc.

Then whydo all have same costs per unit of output? Bes all

charge samep & income must be accounted for.

( If
shown by

firms.

P affects LR optsize. But not much_

" coste " to mean " 0.c.",
5 curve .

all have diff. "costs"

On this busis, distinguish "hi-cest"l""to-cese"

But in cost curves, LR., we include pod.surplus as cost')
use

as



Relation of Scurve to cost curves.

Addup shrum MC1. Sht run.

2. £.R.
Wish I cd tell

sine. you reatly. Used toUsed to know; now, not so

We know some some existing firms will get
a.

ofgrandeur, & expand along LRMC

by lag of landp, &spee, motive

they'll make out well, likeUss

out

delusions.
encouraged sometimes

officient,
ven if op-neven not

same

Others will just demurely floatup to higherp

output, maybe less - IRMC curve goes upalong w price, theysell

6. New firms enter, probly . Some will antic. hip

won't last, stay long time.

to can't say. Depends on psychology. Usually

foom & bust

comes in

to back to horse sente.
nisesIf whearP

get

to $2. so how much land doesit pay to shiftover?

How much more per acre willitpay toplant?



4-25-54. Skrip
Good,but imperfect - 4-25-54.

3. Comp, long

P comes to min ATC $
Suppose P below Min sht nun ATC

In long run, 3 possible adjustments

1. Leave business (that tends to raise P. & lower input P, for othersremaining)

efficient mgmt.

get

run. -renew old contracts.

2. Lower costs

That includes changing scale.
new, lower min. Atuc

by

3. Lower what you payfor hired factors. - money prices ofinputs.

(oldfirms leaving business does that,

Suppose P above min FRATC

As long

happen, until nome

more

1. Newfirms enter, push down P

2. Mgr, under lesspressure,

3. Money prices of inputs nice

there

perfect comp.

as

Meaning present

lets costs nise, technically

are any

smaller, or bigger, find

left.

Temp. pofits either competed away on imputed away.
of imputed, whogets? Whatever resource has inclastic supply,usuallyland

run, p = ostofproduction, at min. ATC - in
to in long

temporary profits, these things

'(Tells us tnt can'tget away with any thing. How about

landlord? Rent As as clemand As, becomes a cost ofproduction?

How about owner-op.
not historical cost.

alternative use as cost

produar surplus -notrésult
Tells us front is of p

reasoning. Inclastic apply. Tariffreasong.
cause. Fom p support falte



Fri

1. Nagusaku our

2. Review : who

3.

when AP.
gets gravy

Factor whore supply is inclastic

mo

bit vague.
What do people mean

Usually a

Gurly, low cost

drops, he stays in

lesspressure. Mgnlfirm must scramble.

Producer surplus.
other factors

5. Amy

( In fact, "
access to credit.
with curves.

low cost producerproducer is one

byj hi-cost & low

move in Sout.

-cost producers ?

He is not nee. more

4. Is there anyguarantee, in comp,wewill firmswillbecome

opt. size?

Yes, ifsharenot at it, otherfirms will undercutyourprice; or bid

away fromyou.resources and

Immediate mkt,

the rum, p
don't determine p.

-50 pso if!
cient. Usually less, besunder

holdig vale resources.
efficient. Usually

not so, clue to diff.cestiof holdig long

no.

credit. — will return to that, when more

relation between price & cost ofproduction ?

Proximate S&D only count.

emassets; diff.
familian

MC. But not.= AC. & even

Mutual det.
for MC, they

the
rum,Longsu P= MinAC. But Min AC don't

det. P. Mutual. In extreme, land: no cost ofproduction,

entirely det. by price. Butno p entirely clet,by costofproduction.



I

1882. First anti -immigr.law.
Chinere exclusion Act

Gentlernan's Agreement w. Japan.

1890

19071897

War , Literary test.
1924

lostpop131-136 , we

D.P.s -from e. Eur., came in on

Nonquota immigrants : spouses. &children
8

alien employees

Parents of US citi

Political test.
citizens.

Former totalitarians canbe purified by 5yrs.

National origins system bad.
Saxon never

Anglo quota filled.
can't help refugees from behind iron curtain

Insults Italy, Turkey, Greece, membersof NATO

2d class citizens
old laws

90%Pro: Codifies many

quotas, mortgagedfrom future... Patria to

theway

Suggested letting unused quoses go to others.
Arbitrary power.bar, no hearingGmil has too muchpower – bar, no

Atty.
Many special acts, exemptions.. -. e.g. McCarran's sheepherders.

Makes ithard for scientists to come, share info.
Creates bad feeling.
can beinish aliens expost facto.

Hurts Communists

fatria to 2023



Cast &supply
4

Indlustry supply

As AP, A supply from 2 sources, longmu
nun.

A from oldfirms.

curve

won't

IRMC.IRAC(allvble)-? howA them -vble cand too

new

5 curve is sumof IRMC of allfirms, + output ofne

firms that enter.
(Remember, MC means 4cost per unitofoutput. Think ofrates of

both long&sht num)output -
So remember IRMC & SRMC.

(Now incidentally, asAP, revalue assets

Newfirms, &

of inframgets up

it. ItIt may help

on test. If confuses you forget

to wonder about deeper meaning ofallthat on
spring

if you get to point where begin

this.

How do hi fixed

But

costs makeyou produce more ?

I



tK &H's purpose: to show how cost relates to on

Shortrun, to 4supply change ratios - more vble, same fixed. Hence dim.A

return.

Long run,mnI all factors. Run into dim. returns then? Yes,

be Ad:
bes I factor cannot be Ad:

come to one forus.must

output.

What is opt. size?

Assuming perfel. demand- MR = AR

First | AVC godowm,perm,as AFC.

wxxxxxxx

centralcentral responsibility.

FC affect ATC. Fordiff. FC, diff. ATC

K

costs

run.
Opt. size, sht. run &long

Sht. run,givenplant, given MC & AVC,

Howdo hi fixed

(sometimes hear "must meet

love more)

Can A no.s of owners, but still

La ATC

nor

•AVC

make
eyou produce more? Only by moving MC out to night.

fixed costs "...produce. But

P (= AR)(= MR)

if MC > MR -just



Sumup diff.graphs

MP

s &D

MC

LREAC

we've had.

Keep
them straight. Seehow they relate to ea.other.



202

2. to see why

B w landfixed

ways max AP of land coincides w MP labor = 0.

Men/acre

add more & more men, that increases tp, hence

So, obviously, ap ofland
1. W. Land fixed,

ap peraire, as

a max when MP laber = 0.

&

v.v. , addig landto laber. When MP land becomes 0, AP labor

a max.

longas MP labor >0.

max. Can

2. Suppose AP labor to left of.
land. Thus by using less land, 4 TP.

move to max.
by using less



Dim. ret. lecture.

Object : a)to show relation ofmgul &ave. to get
sharpen

b) Abow how much laber/were touse -not max AP

c) show are always

men,

At max AP, is max TP

abs. dim.net. 16

pull men

in dim. ave retums, to laber &land.
AP

Laber/arre

1. Never add labor beyond MP = 0. Nor, ifgraph reversed, addloudbeyondthatpt.

left,2. Start to max AP. Then move
night

but hold men const., & 4 land

on

1IK

MP

togethen, etc.

more

term straight,
thinking.

& 4 land -spread thinner.

were to left,

our

Proclamation fine, etc.

e) Internsive & extemive myn.

APx labor = TP.

land means less TP. to land mustbe

are better off to get rid of loond,

not

to

E.g. - big
wom.

So at max AP laber,wd. bepayig moreforland them it's worth.-unlewfree

Frontier.
disinib. of income of cheap land.

d) Effect
New fins, hire men

h b

by redung

away.
as pop As, resont to submgnl

land. As wagefalls to max AP

becomes mynt.

But much land, only reason was submgnl, bespop remote,

no basic p.w., etc. When people moved there 8 developedit,

Menove, not wagesfell. " Gr Am. cetert". - blossoms like rose.

But by Ag MP curve,As rent, creates unearned income, class that

lives off nont, splits society. There, perhaps, is great disach., & sourceof

laber's opposition.



Mgrl&ore.

Wed.

Final

A to

tp
(MP)

4 quizzes thefinal
Talk
Midterms

Quizzes

Wed. If landfree,

No. of labor.

81
95
82
83

347 =4 = 86.75 = 87

93

440 ÷5 = 88.

hat doesn't countfor much.

Other objections to Malthus

West Depends on how much laber costs.

You still get

AP

get, B.

Above is for / arre. - wd. be different ifadded allfactors

whole ec. Get advantages to scale asce grows.
Not same for invention, stimulation

More comp, specialization, exchange,""projects of large optsize
took the cream of worldpop.,

e.g. CVP, Grand Coulee. Mental stimulation - took the cream No limit now.
Working together, reflecting stimuli tack &forth, to develop atomic energy.

org.
Marshalland went to Europe. Except social

12.05, biggest inv. opp- Gy. Cap. flowed from U.S., with

abundcmt resources.

MP

landfree, ea.firm expandsfirm expands to more land; & newfirms
Any questions ? Everyone understand? Ok, take out paper, explain.

come in



3 kinds of Ag & -Ag
Ratio

scaleof firm
Scale of ec.

only ecs, if

returns:

last has no disecs,

une mket system.



MONDAY
SEPTEMBER

S M T W T F S7

1 2 3 4 5
6 7 8 9 10 11 12

13 14 15 16 17 18 19
20 21 22 23 24 25 26
27 28 29 30

271 -

2

Mgnl

Apop won't lower are much,
but mgnt.

So isquestion ofdistribution

more than "lowerstandardof
living."!

VS

SEPT . 1953

ave.

MON ., SEPT . 28 , 1953 - 94



AUGUST
S M T W T F

9 A.M.

9:30 A.M.

10 A.M.

10:30 A.M.

1 1 2 3
2 3 4 5 6 7 8 4 5 6 7 8 9 10

11 12 13 14 15 16 179 10 11 12 13 14 15
16 17 18 19 20 21 22 18 19 20 21 22 23 24

% % 25 26 27 28 29 SEPT . 1953 25 26 27 28 29 30 31

11 A.M.

11:30 A.M.

12 noon

1 P.M.

1:30 P.M.

2 P.M.

2:30 P.M.

3 P.M.

3:30 P.M.

4 P.M.

4:30 P.M.

5 P.M.

TUESDAY

Evening

S 9 OCTOBER
S M T W T F S

APPOINTMENTS



202. Loose and -mgnl&

Stages &points.

Stage of Ag mgnl returns

dimig

No. of lab.

A

"

Point

Stage
absolutely dim. net.

ave.

Proportions,

p.347 Patroons, idleestates

Most imp: dim. ave. returns, stage

now interested in

(Quiz: Stateprinc.ofdim.returns.

Imputation: mgrl is it

Equingnlprinciple.

i MP

same for

AP

not scale.
hadrenter.

worthless? Vacantlots?

not are.

of Why?

ave .

(Notgrade, ofterget in))
x no. = TP - Marx.Apxn

Best combination. If labor cheap,

& wages
rise until no residual.

So remember : pt. of

use much. Iflandfree,

That is pt. of

What remains is rent.

Dim. returns & allocation. (p.350 -goodfor thesis ?)

2 farms

max. AP for labor.

max. AP -ifland free,gothere

pt. of abs. clim. mgnl returns - if laterfreego

use more

there.

one of it,

Then add land to labor, shouldget same..
Chile, bes same land has diff.cost to diff. people.

but don't



Summing up
Wed :

1
We movedfrom comſidering a freedarea ofland, to considering ratio oflandto laber.

Labor/acre

Even if land werewere

wd. spread out
you
As long

men per acre.

But are we not

how non-intensively you

as awe. returns are Aig, draw men closer together

Never use land less intensively, for best economizing.
move to where

flouting equmgul princ.? Thatsays move

Mustuse common sense in appling : * When in dim. returns
in proportionality

for

de

But when in increasing returns, don't.
returns:

absolutely free, is a limit to how far
wd. apply men to land.

mp highest.

to labo, apply it freely.
~ think what it means that laber is in

land
showing Pator.

total product by using
less land; i.e. you

more land. Landis in absolutely dim. returns.

ec. toSo never

thinly than to max. a.p. of labor.

increasing

Is free land
lands, in us & world.

a band spread laber

mp

Chile - big
alternative useoffunds.

raise theyou
lower the total product by using

Draw amother graph,

Water use. etc. ad inf.
=0 or less, just to claim it.

holders, ownso much land, use

just an unreal hypothesis? No, many mgnl, unused

over

ee.

Very

than to claim extra land.
Also, many spreadout more

Pioneer firms. R.A.1, built when unprofitable, just to get st. ofway.

Dams. thing

where

use more

land

common

more

to use land

onlypart, to themitis free.



Ini:

Mon

0. Pfund
1. Sum9. ThemanwangWed.

2. But landnot usuallyfree. Must find best combo.
s to = wage .Easy- add laber until MPfalls

3. But in complete. Only tells ratio, not scale. & that's not even

halfnight, for until know scale, get diff. MP curves.

4. So look at diff. MP curves, fordiff. acreages.

5.

6.

1000

In fact, you

320

By doubling acreage, ea. time, cutin to the improductive laberperacre.

half.don'tquite
te cutitin

10 & 20 a. no rent atall. 80a., max rent. 1000 a, again

That is still complex. Simplify Single line, MP/unitofcat, where

by equingul princ.-preserving opt. ratio for ea. scale.
costs aree

to scale.

w

There see a newnew kind.

Distinguish scale&natio.

Firon produces where AP a max.

kindof sig & -Ag returns

demanels.
1. Effect of hiswage

2. Effect of keeping landfromuse.

norent.

Just like laber when landfree.

Thus review elements ofMP,goon.



Today, discuss "eq.offirm "

produces.

Have thusfor discussed mkt supply

will supply at various P.

expand,

To explain firm, go

new ones enter, how I is split among

a

Laber

NB : ML = MP, ideal.

N.B.: Not at max AP.

Conclude: cd.

gmitySoutput

by moving land Large
from large to but
smallfms. &bus! froms

how much mkt

Haven't discussed whether oldfirms
them.

(2

1.4 . What dets how muchfirm

If onefarm gets
men.-or

back to law of dim-; ret., elab.

Menjaure

Aires/man

to small.
but don'thaldists.of pop

curves.

MP

ideas of
Not at max AP land, either. Conflicting ideas

" efficiency ".

-AP
"Mc(α(( = 1) |output.

output

Hi AP means underuse

F(x)
X

Due to
"move to la ? Can't buy land.

sx

more per man

land control. Mts toplains.

MP labor

Turn itupside down, to
talk about costper unitof

SA

MP land

unequal1.

than another, she move

I.A.

So to midwest

MC AVC

P = MR

Why can't crowded sin



1. Ideally allfinns move toward medium opt.size.

2. Forced to by cost ofland
of

3. Seed But ifsmall& large bothforced out
iem? Medium size? smallgrowgetsbusiness, who

from large.
Notnec. xfer to mostefficientfirm,but hi M.NP.

Bes. attracts cap.
4. But trend is opposite.

th=
Cap. rationing

5. Hence great valueof Keynes proposedR.F.C.,great

pressure for it, credit to small firms.
Also land tax.



Same w.
permore

Ashhow

have output
w/o acres,

businesses, infr. Large not more

sign

havefun.

mam. 2s

But wait: what ofeen to scale? Can addallatonce.

costperace
outputper

Acres

Diff...

annual

costs

an

of underusing resourus.

ANP
perane

1

1

one.

MNP

effic , just besprodure

ofland, make diff.size fins.

or
output

productor Prod. ec., unit is input.

Smallfirms stop to

left of maxA.NP,

large go
true, small have

key word, Output becomes basic unit.

Above is Production E. assume I const. Already
compare ,

Now relate the 2 -integrate - this
discussed Price eun."!

see to whatis best outqui forfirm (&seeifthatjubesu socialinterent)

-To do so, puton samegraph. But to do that,
toover

must change units of. Price es
unit has been the

So take prodies., turn upside down. Input
Output .

tort. Remains

cost&
price.

Cost beumes



can tellif they're gypping

as much as

us. Tellifyou'remaking

money, you might.

can tell how public can act to makemore jobsfor

makegoods available cheapereng's,



2, MP curves, cont.

longM.P. of only short run meaning? Sometimes, even in
run, can't I some fixedfactor, e.g. damsite, so dim. ret.
analysis applies. E.g. Hell's Canyon. Max AP

best."} Incremental benefits us incremental( Min. cost) not nee.
costs.

nec. best.
Sometimes, incleed, never get

ret. at all.

el.

to petstage ofclimm.

Anygrid, network : power lines, roads (?),

Met runs out ---1.0.public xptn, sewers, water deliveries,

price
el.

stopsyou beforeprod-1 cc. does.



3. Cost curves.
sht ruum,

Only 4
2 long.

ofthem

same

them to remember,

I
Whygive both cost& MP? Largely to develop

mental agility
which youu

need in this world.
yo

Diff, categories, coordinates, viewpts.
same curve has

diffegn.

semantics, elation. Antaly
arguments

in this world betweenpeoplesaying

thing in 2 diff. languages,
diff. coordinates

Polar, e.g. x = k is a cincle.
Reet., x= k is st. line. Circle is

√x²+y= =k

~

8



10

#F, W. Dec. I
Ass., nextfew weeks, 9.T.

Fatin Am. diplomacy

Diplomat & lady

Some day when you're
or when bous invites you over to dinner tallespolitics &business, you"you want to know
&

nightno
now, citizens &voters,

Chicken growers, cost curves.
Draw 4 costcurvesfirst

Quiz : draw 4 cost curves.

Sumup:
short un

Long
run

you'llwant to
ir reknownedeng, callto S.A., bittaknow

Assumptions
1..., before hemakes com drasticchanges.

Basically, freedcostsficed

a. No
evaluation.

a, b, c,

za int
b. Nongentryorexit(/exception)

No changein fixed odplant.
c .

10, Fri, justhere, reviewreview long

"Yes "

let's define sht.runas
plant, etc.

pel

run.
too

2mi. Selfgrade

Results

don't"want to be

Aint

MC= MR,
thatis.

tonguefried

wherever

Reexplain how short &longrun chiffer

short to leave business, expand fixed

all forced to
min, ATC, byZAP

± 4 costs.



Again, distinguish & chang's props from chang'g scale.
sht run long.

thenerate

1. Aht run. Begin w fixedplant. Puton AFC, then

VS

$

3.

#

2. Long

Move to MC = MR

Output

MC

AFC

only,

AFC Look, 4 kindsofcosts-
AVC

some of

&what dopeople meam when

they say 'cost'? 'Profit ?

Might
several

com expend
some,&

all resources. For others vble costs

same in longas shortrun, Hell's

All she be forced to opt size.

P.U.

things, anyone ofwhich

is of someimportance

meam

canyon.
MC,AC

ATC
MC.

Amputeanay
pofits

Sumup
w. these 2

fasic
conclusions.

D



7 10

0. Engineer teacherssay grade
1. sht vs long.

sht is no definite
land to otheruse.

Youguysmake things too hard

stringalong. I'm not trying topullthe woolover

hard!

definite time just apd

inherited frompast, do best

Gurly, short, MC = AMB

Long, P = Min. ATC

2. Meaning of 'cost"

a.

b.

Pd. in whichyou've got what
can withit.

seem to

_isthemoonprofit,erector Maybe

be scalpingis,maybe
(return) sht.run.

Includes implicit & explicit.

can be a shortum pofit! Longrun imputeor competeaway.

longw

your

3. Adjustments occur

? changer
compete-corvant

Costs imputeanay
beat change, butgettingartsattomarily plan

(iscopoforfuntsites:y.dom. PareLang ,MIseme

Make P = Min ATCshort

eyes.

too short to wear out cap, &xfer

&you've got,

run.

Isone important

5. Decr. cost industries .

4.When Andnotjust comy old Min ATC. Aropt.seale.any

at kind thatcan'tstayinbusiness ifMC= P



Sat., 10

1. Bad inv.mts

2. Dim. ret.s., Hell's Canyon. Justgot tobegin msig dėm size infeet.

3. Long rum, 3 adj.

4. Special

(Note thatyou
hence hit incr. costs soon.)

el.

can't"alway4 allfactors, e.g.

of decr.cst.

damsite,



Effect ofdifferentunits on graphisportrayalofclim, ret.

kw,valuedin $
AP

amsre neneither

output $
inpat.
mr

$

JA

Tons ofconcrete

$of cost

tew,valuedin $

74. high

MC perton
MY

Ourpuri;kn

per tone

•Alper&ofcost
MCper &ofcont$

Mpper &ofcost)
MC

perft.
ACperft.

APperft.

MCperku.

botha littlestrained

& artificial, theme
use cost curves,
units ofoutput.

But indomit

MPperft.

pricepertuku

-MRpurku.



10, Thurs.

Ass. 2.T.

Final Wed, Jan 26,

Watchpapers on

3-6

size offirm.
Mgul analysis. Decision making?""Always where MB = MC.

b.
no.the

A few complications, clue to "changing units, & "Ag

But basic principle ogoodforall.
a. MP. (shortrum)

One vole only."Facterunits.

c .

c.

b. MNP.

b
Use: Showeffect of chang'gprops.

6. Evaluate sht-sunproblems

Rio Conf. (partofass) Presentplems

MP
Mi

d. Many other.

Meansof letting all

tring rostsome

fixedsiteproblems,e.g. dams, Hell's.

ofubles.

vary.

MP etc wd be all we need, if I const. But isn't, need to

integrate wothy. Change to castan.



Purpose of cost amalgeis
an

findhow to

To tellus whatis best outpui forfirm,(invarious situations)

To forcreate basic conceptual framework forsoment business

efficient use of resources
decisions, &public, for most efficient

1

Important? Aure. Hell's Canyon e.g.

intelligently if wd.focus thinking on mgnl benefits vs mgnl

Thus more

costs, require allevidence to be presented in thatform.

jobsfor engineers. (& itis a public clecrsion)

man who wd. expand aslongas A.C.

Or who wd stop when A.C. a min.
Put. decisions- foolish

less than P.

sht um,uun,

Long
run:

producewhere MC = MR (define sht-runprofits)

Public cd. deside

a. Comp-n. .... but costalso forced

Evenifyou

yourself... This leadsto discussion ofwhat "cost"

I forced clown to min. ATC.

own it
up, if is some limited resource, it costs more.

meam.
But not just to any old min ATC. Envelope cost curve



How much ditch cost is
obviateworth while to

pumping ?

Goode.g.for students, fixed

vs vble costs

For ef, seeegi Jordam P.

article in file f1b2a,
Intergortal Water



Pressig.vs. limits offixed
cap., motel,shtrun,

Is MC the foregone
gain, valued by demand.


