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10-14-62

Now nearly finished math. Receri pic
Review accomplishments. Congratulate ourselves

Compounding & discount ; intertempural rates ofexchange

Summation & valuation
annualization -sinking fund & cap.
Imputation

sonking fann & cap recovery!
capitalization ; tux capitalizu

Interest - clacticing of demand for found assets of varying durability

- some of the most faccinating in eem . Effect of
Implications

e.f.i on

Near fecture topics

recovery
land share const. over time

Effect of i on

[Define 'cap. input'
2. as amory individs

b. Effect

iffect of i

factur proputions
Co

Remi

Riste

Land : def., properties

Ea .

on whole economy

tumover of a nation's capl.

[Can A propn. of cap. by Ag c.f., w/o Ay cap.]
On durability (M.Bailey)

Effect of i on futurefuture rents, theme

good effect, take that into account !]

| -| (+i)=" Photo Justify

graphically,
{ inputs > Co]

UM demolition [here, loi han



;

117a, Outline

1. Description ofcourse procedures;
Philosophy of emphasis's knowledge w. low rate ofobsolescence

Civic leadership prepare for. Imbue pride in.pride in. (Highet ?;
to conclusions,be for open

new exploration.
Begin by preparing for analysis) Explore frontiers ...discipline in flex

Problems in being scientific re econ.

2. Survey couve subject matter,
sell it, Fills

theory.
gaps leftby other subdisciplines. Fills empley boxes of

(Caruse Roy Thoruson,largely)

3. Math, of finance, Carigon Books of Tables,w.problems to solve)inhave thembuy a cheap ona)

assigna W.

a. Compounding & discount. Intertemporal rates of exchange
Rationale of discounting futures, and arguments vs.it.

b . Annualization ( RGD allen? Lutz ? Babcock ? Engineering Economy?

c. Sinking funds and amortization (accounting books) (Stigler?)
(utilitydocty. practive.-ack Eric)

d . Valuation; interect -clasticity
2. Valuation & replacement policy. ( Ir depends CAM replacement schedule,

& is meansto determine it.) Thomson, pp. 59 - 79, " &c. Anul. ", refectes

max.gres yield,& ferest rent doctimes.
#f. Effect of i on structure of produ, or durability ( M.Builey)

4. Land : defn., & unique properties
une affect of i on facter propection reRef.I

ec, resource .Ch . Taxes in much of

Capital, which turm. ( J.B. Clark, Bohun.Bemute, Knight, Hayek, in
as can

face.

m2capital's naturs)
"Subitu. " in intensification
Mount. Area unit; value unit, standend cadastral module, scm.

5. Rent

sef.
Distinguish from other incomes

Wager. (Foode, Robbins, supply-clact,in terms of effort)

Interest (Keynes, supplied free)

Profic
fund.I

Imputation ofrent.
-a true residual, thy. &pructies. Shock-absorption, requires

exhaust procluctcam=m,
treat profic as residual, rent is futurs

Euler's Theorem. Static

More usable *.C.



117a Outlins

An. 5. (cont.)
Refinements of rent

ave. Imngnl, for whole, integral firm -

Onjinic whith,wholeare higit
in time : time-ave. us chrono.ingret.

·are. vs. geo-mgul.
in space : space-alarge

Atomistic vs. integral,scale

V
See 7.Millerpaperfor more

#1

Xptn rates, unec.
Time -inderisibility

ec.rents

Rent I soil exhaustion ; rent & miner

fallacy.)
Potential vs. Kinetic (onlypotential is correct, kinetic is common

Steady rent,or time-ave., vs. risk-sharing reset. (Assign Fellow & BlueBlen

7ms. ofrent
risk?)

To create land? No, but helpquide p.w. Foretarte of B -C anal.

Allweate land
Constrain holder not to waste

Constrain extension in space.
time

of scale.

6
homogeneous atoun)

wrintra monadic homogeneity

subrents, win monach (atours,on firma)
(or discrete re
placements, in time,

hence use monad
instead of firm,
or atom)

Rent as as grass i.g.)amountof adjusteroffactorpropertion, or intensity. Encomopes intensity....(define

cap-intensity

6. Obitant to effective functioning ofrent

UPA fit-sharing. Taxes on cap. I turnover
7. Policies to overcome obstacles

me

In

Bilateral mapy in assembly -xfr. Immability

Non - collection of 4.l.v. by creation....separation ofbenefits fromcreaters

Pol. structure. Useof rent to distrib. favors.

quil; in centralin central places.

Heavier land Taxation; lighter other taxcation

This will carry

org . 2d ± ofsem. after finish Meenenpeper.to

2

8. Land eas. & planning of p.w. ( B -C anal., niche lit. This finisher

sernecter.) ( BlueBook as text :. possible) ( heads into mears.com, 1176)

than Sept. & Oct. So let that be enough fornow.
& 2 researchapplus.



Question for a MS eral, etc.

~1. Argument for subsidy to dear. cast apu

Cleveland.

2. Choice between with & indir. & public who supply,if Icurve croverMC
curve twice.

3. How for extend a

4. Rexcerval

ac

when ?

city water main?

5. Wi law

• 6. Elase of demand for. ofslope?

1

~8. Price cevics.

9

~10. Balance of

Canis
tual

=mgul
allocation of capt ?

www.

~ 11. semeativity to in

good! Min. waye law ?

of exchange

Balanceofanymeans opreg regiongrowing



117a, RBR assignments furt.
getfromJ.Monor,

1. Procedure, philosophy,ets. Hiquer ? Attackson pedantry; inspirational essage;
Seorge, Thestudy ofPC. Robertirs? L. Rabbies? Bergen Evans. Emperor's now clothers.J.Swift? H.L. Mencken? Voltaire?anti- textbook action incentive

Sat.Ren, etc.

2. Surney come! [ Claphaman Empty Bases? Hoffrey urban expansion. Toucheson
menny major course topics. Discuss them, I also real it doesn't touch on.

inAffants, Sat.
to get thru math.

Acamfile
for others.

3. Math of face, (Books of tables; ansignproblems)(Kibi'i hron voch teur, tubele,&palli )
1.0. 77. pent

Int. & ec. growt
b. Anaualization

'ch . 11, mec"
Compound's & discount.

R. Thomson, p.91,Forms. 1 & 2 ;pp. 53-56; Keynes,
Technique. K &M,ants 8-12

Intertempl. exchange. ?. Fisher? # ?
Pro & con.Intre,only. Much of thatmustwaituntil later)

"Stackner. Pigon, Keynes 2ch.24, vs. int.
"Int. as max'g grouchal cap.

~

e.

growth YellowBook,II

Technique, K &M, 17-20; 24-25;

Question of imputation

Not agreew,allassignments !!
Clashingviewpoint
Frontiers of research.

on

Landplass. & residual imputes is profit
Luty21.5

which input get

Technique. K&M, Art 33-43 (amin.)
arts 61-66 ( Deprean )

c . 1. v . & Iure Effic. BB, chap.7d. Valuatio

Factor proportiom....def.of cap. input, stalis & dynamic.
tinkig finds I am.n. & depreen.

The const. flow of income?

Def. of income. Stigler. +++ Utility& accty bls.
L &L, p.228 esp, Mp.22esp., pp . 224-230

BB., c.p. 159, on cap.Recor. Factor

Techniques. Bonbright. Babcock.

Differential interest-"clusticity"of values, ( Havemoresheets mimend
pass out.)

~ 1.r. andfactorproportion. Micro & macro
wheresite isfixed,tos.r.Means morecap.(.staticoflimeKr. lEcks.,ch.5)ate

anduble... len 27-31, 49-52, 53-58
pp.59-79, 21-31, 49-5-2,

e. Valuation & replacement policy. R. Thomum,(Also reviews all above.)
16-48. Covers all.simul- determinatio necy.

Appreciz assets

Depresy

LL., ch .2, pp.
Jaffrey, Incl Mut.

Bon.
~ f. Replent policy, cap. turnover, cap. intensity, durability, structure of

prode. Effects
Hayek,

Effects on emplent. (Foreshadon (176)
sales Wicksell, pp. 172ff. (?)tumme = cap.



117a, RBR assignments,

3. Review of 2 topics already treated)

g. Effect of i in

Ref. of capl. impuct.

factor proportion. M.Bailey

2

h . Taxes in math offace

i. I.r. fec.growth;
arguments vs. use ofint, Keynes, Resell, Marx, Pigou, foresters, Scholastics,Stackner,

monument-builders gurly emphasizers ofscals-
4. Land: def., & unique properties. economies, laudholders.

No turnover. Ectoplasmic capl.of Clack &Knight &Stigler which

never terms over, either.



Leg . on Depreciation

Terborgh , George , REALISTIC DEPRECIATION POLICY . Chicago , 1954

E. L. Grant and Paul T. Norton , Jr. , DEPRECIATION . N.Y : 1949



Ec. 117, Weekof Ort.8

Mon. So over BB ch.

W.7. Assign Keynes,11, 24

Next. Facter proportions. How is acts to spisad cup. around. (M.Bailey ?)
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1

Clemens

separate occount. This the appealing simplicity of the method in

Co, wemeantlost. For to justify keeping the undepreciated not report

building up cap. elsewhere in the co., else we overtate the cap. (maybe

thatis what utilities like about it.)

own

In landees, we

depreen , bes neither is land inc.

rate-making, it is neor

than most.

Clemens' treatrical is not

don't need to break down

196, n . 1.

necessary.

1.196,

into income f
But to determine income, for tuxa

Bonbright, JC., Preines ofPU Rates, '61
linking fund

p. 206, say sotilor once was

not so much now, itit. line is more

profound. But Erich

Ç

says

fourred by many
favored.

it is better

Don't assign eitherone for

stuff. Try to summarizefor lecture.

commissions,but

In 20s, some writer portulated plant immortality,

rejected mydepreciation charge. Recent written cleem that unworthy

ven of discussion .

Both Bombright& Cleaneus moka clean thatsubject is pretty

fuzzy, ~ peopleon just beginning to think it through.

ear 117. Too much extranicom



Clemen, E.W.

tinking fund annuity, a = C. (1+i)= -1

It is inelegant, since Co is treated as the itwere like Ct.
Cap. recovery factor, C =

c;

as co

c > c . When i = 0,

Co

Ees & PUs NY : Appleton -Century - Crafts, Inc. , 1950

return initial Co, butno interest

are same ou c.as

2+(Itija -l
measures the full I true capital input, from Co alone,[w/o reinverting

in the business that is
separate matter.]

i((
ti)"

Co

(1+i)"-1

i(
Iti)"

c

16 we call a "depreciation ", some adjustment is needed. Since there

a replace Co, at I, the difference above a is internt on

treated on the not depreciating. Annual charges of (a + C₂i)
Teat that.

return Co + interest.

Co
E

3 Co[16 ++[(IN1²-1]]i((ti)
Co

i (lt )
(1+i)*-|

a

Utility is allowed to call both of these casts, eachyear.
Also, inverton probly want

waythe easiest to keep books.

Co , and mutives of cap, to this method also separates what

C.

Yes.

tcoi

to Clemnem is right, p. 205, saying that "if suiting-foundmushedin

used in competing depreciation, theutility shd. be allowed an in
using cap. recovery factor.

depresistice nate base."
Is perhaps

That is same as

want retum en

you pay to

them & what reinvent in the business, to maintain capl.
you

Then, at I, capl. has bu. maintained . Coi is shifted

it must cutoff entirely

over to the

the initial one. That cd.get complex,
as the as have in reinvented in many plèces ofequiser, eachof which hasitsnew assets maj



Land Economics, Topins, Cousse &. 117 .
pep

talk?0. Joveral pep
1. Survey

Relation to other fields in econ.

Value of discipline for put. I public decision

12. Def. of land. Land us.

2. Landcycles.

3. Math.oftime, a finance ( Kuhn & Morris?) ( Roy Thomson ? Forestrytext?
Incl. Babcock?

...byarea,
Uniqueproperties as an ec. recource. Mormt orquantification

capl. Turning of capt, ( Clark & Bohn-Bawerk; Knight & Hayek

Babcook? Bembright ?
( 2d sem?)] Valuation

4. Replacement policy (Incl. Mat.; Fisher; allon; Bldg; Lutz; Ratcliffe;
Winder & Trant vs. Faris ; ) & rent.

5. Imputation ofrent. (Samuelson; Stigler; new intermed. texts

distribn. Thy.)
6. Land rent vs. other meanings (Bye; Buchuman

7. Kinds of land rent: ave., mgul.
Whole -unit us particularized

L
Atomistic vs. mewn! lage-scale
Kinetic vs. potential
Steadyus. periodic,orvariable. ( Cornualign : rick;profit; etc.)

8. Reut as constraint on externenspace . (Internity,facter proportion.)
^

9. Rent & soil depletion. ( Commons; L.C. Gray? Eto.-see USDa Biblio.)
.35,

10. Rent & mines ( Herfindahl ?

+2.

opt. rate of depletion. even w.

As to valueoffund resources. (Distinct from&.l.v.offlow reas) (dtovalueofwuitofore isnormal

11. Rent as constraint on imposition of traversal cost ( Billington,
Paul Gates, Buttenheim, anti- skatter lituatins.

13.

annual valus,
cap.value.

14 .

extensio. in time

of reale.
extension in time I same as

economies

policy ?) # 4)

~ 15, Rent as guide to plauningp.w.

replacement.

♥



16. " Efficiency " I opt. combo.of

179. Capl.mkt, barriers to flow.
178. The hillocation due to a

ress. (Stigler. Boulding?)

17. Reut & l.v. Indivisibility in time. Conning Timenti "
(Schultz)

Unwieldy time-dim."

19. Concu. ( M.J.Bowman? Lampman ? Dister ofdomain . "fuctive in dicto "

this week

20. Regressionfallag (put Waugh
to this web.www.

21. Taker & malallocation

for
on reserve) &servet

eus, cons.

solo

25. Scalloped thepeopleinmanatcummer,Spepply

26. Zobry benefits. Hirshleifenate.
21. Ricardian Carneration .

2

22. Developing land, pricing p.w .. dear, cost. (Hotelling, Putnam?,

Ellis & Fellner?, Koplin in LE , Illinoision vs. mepricz, etc.)
23. Reut as surplus, etc.

IMD Little? Hirshl. etc., on consumer peyche analysis.
trapfor external er,

24. Macro - econ . [ 2d semester ?)

progressive taxation

Benefit -cartonal. Cef. 15)(22) 5.

28. Land an a tux base

29. Cap.funt.& the land
29. Cup. teemover.
30. Facter propertion, relative prices, and adjustment (automatic)un to

full emplent. via price adjustments.

31. Land &devant.& ec. clevent.

32. Benefit

33. Water systems, optimal



34. Risk, insurance, variability, profites, etc. (cf. imputation.)
35. 1. v. & conservations ( L.C. Gray; Wantrup; Hotelling; Pigon.

Cap Thy, by Amith, & ed. by Luty.bootes

36. Location thy

COM

37. Valuation & forecasting

basedon potential,

38. Rationale of discounting

robbing them.
Keep time moving.

bothare
not current use.

moxing benefits for fecture questions, not

39. Distrib. organisms, networks, (perhapspart of location eem .)

Variability, line capar. I valueof central storage &/or producing

capac.
40. 7und, flow,flowing funds, biological ress.

Timeless vs.anddiscountedvalue offeuds

41. Mgul firm vs, mqul land ideas.

42. Elart.ofprodu, oudoutput MP

forward - looking, not buckweed

44. Land in ec.

2new

Yo & imput AP Cf. Exter. Me in imputation.
eval
viction.

"Meso

43. Mkt. impactof land reclamation.SuplacementofcompetitionsIprojectander
area,

argument pro. Timing, etc., cobweb, argument can.

deumt? Probly 1176

45. Last session, on next to last, outline 2d semester workin

macro e.

3

46. Current topics? Ag zuinig; recrul devint.
47. Suboptimization vs. coordination. Supercession of lowerby highern

distribs, organism(or networks). ( cf. scalloped supply curve.)
Relate to metrop. courda; intl. relations; worldgout. (or U.N.)

by way of inth. water problems.



48. What is current i for long discounts ?P. Perhaps lower than current i,&, bes

49. Ifof

loan each year orso.]
individs w. to i conserve less, cloes it also follow sociity

conserver less at loi? Bcs, of higher l.v., they don't sub landfor

& so probly do conseme more.

no need to readminister

cap:

4



& . 117, 11-12-62

Major Topics

1. Compounding & discount

2. Summation & valuation. Memorize

3. annualign : sintig fund & cap. recoming

4. Imputation
Land share const. over time
Meaning of factor propus; relation to devrability

Break down finalproduct into component impet

capu.tux

10. Ind. maturity

11.

5. capr.;

6. Contracting interent -sensitiving ofp.v.,goods of varying durability

1. Elacticity of r.ofr. to -AC, assets ofvarying durability

8. C.f. of nation's cap. stock, relatedto cf. I emplant.
c.f.cap.

9. Reperval freq. of sites, slower than

Renewal necy. alternative to migration.

15 .

Review

12. Effect

Forect rent vs. soit rent. Sumpler for depreig

Unsevered value

ofiof
land, heo.f. capt !

1.8%

net f
Falls DA

one in, derine all other

factorpropes : reduce, in this order, durable cupl. elements, all

Land not divisible in time, so on balance use less.

lower,bes. Co applied less oftengross.f. get

blogs.

14. Differential capre.
Taxation as solution to problem of diffl. to capre.



Review problems for study

1. Compute int. clast. ofp.r. at

knowing 1.0520
Explain signif.

~ 2. Remind me what I

3. Explain effect of si on

1 &

quaranteed wd.bec

4. Whyis tax rete same as i ?

5. berting Do Ai & Ac

n = 1

6. Explain tax capu .
7. RelateRelate cup.recor

8. whyis p.v.

on exam .

facter propres.

& m = 40, at 5 %

What circumstemcer warrant it?

affect bldg. values thesame? Site values?

aut sintig fund =4. & valuation


