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1: Essays on Expectations-Driven Business Cycles
3. Real business cycle theorists think that most business cycle fluctuations are caused by shocks to (a) the production
function. (b) the size of the labor force.

Additional Information In lieu of an abstract, here is a brief excerpt of the content: The unemployed did not
have enough money to buy the food, clothing, and shelter that they so badly needed. To the degree that this
human misery repeats itselfâ€”to a much lesser extentâ€” in the contraction phase of every business cycle,
there is a major social problem arising from a seemingly irrational economic situation. All capitalist
economies suffer from business cycles. A business cycle may be defined as an expansion in economic activity
measured by such indicators as output, employment, and profits followed by a contraction in economic
activity including declining production, massive unemployment , and business losses and bankruptcies. It has
no regular periodicity , but the same sequence of economic events does take place time after time. Each cycle
is different, but there are many regularities or similar sequences found in every business cycle. Although
alleged long-cycle and long-run trends are discussed in this book, the focus is on the shortrun cyclical
behavior of cycles ranging from two to ten years. Since the business cycle includes a period of expansion,
most economists of the neoclassical school emphasize the sunny side of the pictureâ€” that growth does occur
through the business cycle. Neoclassical economists see recessions or depressions as merely a momentary,
temporary problem. They view the contraction phase of the cycle as a necessary evil, which resolves some
problems of the system, but opens the way to new and more vigorous growth. They contend that the present
system is the only possible efficient system leading to growth, so cyclical downturns are a small price to pay.
Moreover, neoclassical economists believe that people choose to be unemployedâ€”that there is almost no
involuntary unemployment. Contrary to the neoclassical view, one hypothesis of this book is that the waste
and misery of business contractions are not necessary in all efficient economic systems and could be totally
eliminated in a more rational economic system. One problem of the business cycle is that it leaves workers,
capitalists, and other citizens in a state of uncertainty much of the time. The problem of uncertainty is stressed
as a business cycle problem throughout this book, but it must be emphasized that it is also a human problem. If
the hypothesis of this book that capitalism is inherently unstable and generates cyclical unemployment is
correct, then all of macroeconomics should be reconstructed around this focus. The dominant neoclassical
view of equilibrium, clearing of all markets , and no involuntary unemployment should be replaced by a
dynamic , historical, cycle-oriented view. Thousands of factories stand idle, and millions of workers are
unemployed, so society loses an enormous amount of potential output for current consumption. Society also
loses because very little new plant and equipment are produced, so there is very little, if any, growth of
productive potential for future expansion. For that reason, every recession or depression lowers the long-run
rate of growth. Although the overall, long-run U. Society loses the new inventions that are not discovered
because there is less motivation and less money for research and development. Society loses because millions
of people are unable to work and to create to the best of their potential. Society loses because millions of
people are frustrated and unhappy and the social atmosphere is poisoned. The number of bankruptcies
skyrockets. The number of new businesses declines drastically. Millions of small businesses are forced out of
business , and their owners are often left unemployed. Even a few large corporations go out of business,
leaving all of their employees out of a job. Every one of these individuals suffers the disruption of a useful
life. Heads of families cannot feed their children. The unemployed feel useless; each believes that he or she is
a personal failure. There is a calculable increase in mental and physical sickness among the You are not
currently authenticated. View freely available titles:
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2: Chapter 9 Tutorial Answers (Incomplete) - auknotes
A set of key economic variables that economists use to predict a new phase of a business cycle: the Conference Board,
a private business research organization, maintains and index of ten leading economic cycle indicators that include
stock prices, interest rates, and manufacturers' orders of capital goods.

Page 22 Share Cite Suggested Citation: Facility Life Cycles and the Acquisition Process. The National
Academies Press. Most facilities are designed to provide a minimum acceptable level of service of 30 years.
With proper maintenance and management, facilities may perform adequately for years or longer and may
serve several different functions over that time. These costs will include conceptual planning; design;
construction; maintenance; repairs; replacements; alterations; and normal operations, such as heating, cooling,
lighting, and disposal. Of the total ownership costs, design and construction expenditures, the so-called "first
costs" of a facility, will account for percent of the total life-cycle costs. In contrast, operation and maintenance
costs will account for percent of the total life-cycle costs, with land acquisition, conceptual planning, renewal
or revitalization, and disposal accounting for the remaining percent NRC, Acquisition begins at the point
when agency needs are established and includes the description of requirements to satisfy agency needs,
solicitation and selection of sources, award of contracts, contract financing, contract performance, contract
administration, and those technical and management functions directly related to the process of fulfilling
agency needs by contract. The federal government has not established a government-wide process for
acquiring facilities, although it has established broad guidance through legislation and regulations. Using this
guidance federal agencies have tailored their processes to reflect mission, culture, and resources. Thus,
although agencies follow similar procedures to acquire facilities, the steps in the procedure may not occur in
exactly the same sequence in all agencies nor will the steps necessarily be called by the same names. With
these caveats in mind, a general process for federal facilities acquisition is shown in Figure 2. Industry and
government studies have shown that the salaries paid to the occupants of a commercial or institutional
building annually are of the same order of magnitude as the total costs of designing and constructing the
building NRC, I Construction Start-up Note: The contracting method determines whether the design,
equipment procurement, and construction phases occur in sequence or concurrently. The contracting method
can also affect who is involved at each phase architect, engineer, construction contractor, etc. For example, if
the design-bid-build contact method is used, the phases generally occur in sequence, with an
architect-engineer entity involved in the design phase and a construction entity involved in the construction
phase. If a design-build contract method is used, the same contractor is responsible for the design and
construction phases; thus, some phases or activities occur concurrently. Requirements Assessment The federal
budgeting process requires agencies to conform to a procedure of requirements setting and prioritization
review known variously as requirements assessment, project requirements, project assessment, and needs
assessment before agency budget requests are submitted to Congress. This phase begins when someone e. The
requirements may be a function of the number of personnel and their grade and function. Does the investment
need to be undertaken by the requesting agency because no alternative private sector or governmental source
can better support the function? Does the investment support work processes that have been simplified or
otherwise redesigned to reduce costs, improve effectiveness, and make maximum use of commercial,
off-the-shelf technology? The answer to any one of these questions can lead management to determine that the
requirement can be met through management strategies and that a facility is not needed. For example, if the
requirement is for additional power, it might be procured from a power provider and may preclude the need to
build a new power plant. By applying the pollution prevention principles of"reduce, reuse, recycle" in this
phase and 20 Sustainable Federal Facilities reducing facility requirements, natural resources, energy and water
that otherwise would have been used in building and operating a facility can be saved. When a facility
requirement is validated, the process to fulfill the requirement begins with the conceptual planning phase.
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Conceptual Planning In conceptual planning also called project preplanning, master planning, advance
planning, concept development , alternatives are considered in their broadest sense. Decisions are made on
how the requirement is to be met through the addition, alteration, or renovation of existing facilities or through
new construction. Several alternative design solutions may be considered before the preferred approach is
chosen. The preferred approach will be used to develop a project scope of work that will be the basis for future
project decisions and for developing contract documents to procure design and construction services. Studies
by academics, the National Research Council, the Construction Industry Institute, The Business Roundtable,
the Project Management Institute, and others point to the importance of the conceptual planning phase to the
entire facility acquisition process. This phase of decision-making is critical, because it is at this point that the
size, function, general character, location, and budget for a facility are established. Errors made in this phase
will usually manifest in the completed facility in such forms as inappropriate space allocations or inadequate
equipment capacity NRC, , Programming and Budgeting During this phase decisions are made on resources
and priorities regarding which facilities to acquire and when to do so. Senior agency executives determine
which projects are the most critical to agency mission needs and therefore warrant facility acquisition. When a
project is included on the agency priority list, the agency then prepares a request for initial congressional
approval to acquire the facility and for the appropriation of funds for design and construction. The
documentation required for this phase varies but usually consists of materials to justify the facility in relation
to mission requirements and the location and physical and functional requirements upon which preliminary
cost estimates are based. Design The end of the conceptual planning phase and the beginning of the design
phase varies among agencies and their programming and budgeting procedures. Generally, detailed design of a
project begins once an agency is confident that fiends will be Facility Life Cycles and the Acquisition Process
21 appropriated to complete the project. Based on the statement of work and preferred design approach, the
design matures into final construction documents comprising the plans and specifications from which
equipment procurement and construction bids can be solicited. Complex facility projects may include an
equipment procurement phase in order to expedite the purchase, manufacture, and delivery of long-lead-time
equipment, such as unique process machinery, large electrical and mechanical equipment, and sophisticated
architectural components. Equipment procurement may proceed in parallel with construction activities. Unless
agencies have in-house design staff available, these activities are typically contracted out to organizations that
have the appropriate expertise; either to other federal provider agencies such as the General Services
Administration, Naval Facilities Engineering Command, or Army Corps of Engineers or private-sector
architect-engineer firms. A NRC report found that the early stages of the design process are most critical for
assuring successful design to budget because the design is still flexible and factors that determine cost are not
fixed NRC, In addition, the cost of operating, maintaining, repairing, and disposing of the facility will be
affected by the following decisions during the requirements assessments, conceptual planning, programming,
and design phases: The military services, for example, may retain control of facility construction that impacts
mission readiness. The construction phase is considered complete when the owner agency accepts occupancy
of the facility. Start-up The start-up phase begins when the user takes occupancy of the facility. Building
components are tested individually and then in systems with other components to measure and compare their
performance against the original design criteria. Facility operation and maintenance plans are implemented,
tested, and refined as appropriate. Minor repairs and alterations can be made and users have the opportunity to
learn about the facility NRC, Facility acquisition, a year process, is followed by long-tenn management,
operation, and maintenance of the facility, which may last for 30 years or longer, and 22 Sustainable Federal
Facilities constitutes the majority of the facility life-cycle. Although the focus of this study is on the
acquisition process, application of the sustainable development principle for operations and maintenance is
discussed in the context of the framework outlined in Chapter 3. Improving the Design Quality of Federal
Buildings. Committing to the Cost of Ownership: Maintenance and Repair of Public Buildings. Stewardship of
Federal Facilities: Improving Project Management in the Department of Energy.
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3: Econ Chapter 18 Flashcards by ProProfs
The standard one-sector real business cycle (RBC, henceforth) model with a constant returns-to-scale technology and
perfectly competitive markets and driven solely by news shocks about productivity cannot generate expectations-driven
business cycles, i.e., a joint expansion in output, consumption.

The natural rate of unemployment: Means that the economy will always operate at its natural rate B. Means
that the economy will always realize its potential output C. Is equal to the total of frictional and structural
unemployment D. Is a fixed unemployment rate that does not change over time Mollie just graduated from
college and is now looking for work. She has had three job interviews in the past month. George works in an
automotive assembly plant. He was laid off six months ago as the economy weakened. He expects to return to
work in several months when national economic conditions improve. Jeanette worked as an aircraft design
engineer for a company that produces military aircraft until she lost her job last year when the Federal
government cut defense spending. She has been looking for similar work for a year but no company seems
interested in her aircraft design skills. Ricardo lost his job last year when his company downsized and laid off
middle-level managers. He tried to find another job for a year, but was unsuccessful and quit looking for work
Refer to the above information. Which individual is frictionally unemployed? Which individual is structurally
unemployed? Which individual is cyclically unemployed? Which individual would be classified as a
discouraged worker? At the full-employment unemployment rate there is only: Cyclical and frictional
unemployment.
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4: Project MUSE - The Business Cycle
1 Macroeconomics and Business Cycles: An Overview "Theories and Evidence" is a fitting general title but it conceals
the variety of subjects covered in part I ofthis book.

Glasner, David Published by EH. Knoop, Recessions and Depressions: Like its subject matter, the study of
business cycles is itself something of a cyclical phenomenon. Not surprisingly, attention to this branch of
economics varies countercyclically with the overall rate of economic activity and procyclically with measures
of economic distress such as unemployment, bankruptcies, and the like. Thus the volatile s and the disastrous s
were a boon to business cycle theory and stimulated the first serious empirical studies of business cycles.
Attention wandered in the prosperous decades after World War II, but the troubled period from the mids to the
early s stimulated another burst of intellectual activity focused on business cycles. But that stimulus, too, wore
off and interest flagged in the late s and most of the s, with only an evanescent stock market crash and a short
and shallow recession in to keep interest from evaporating totally. More recently, the rapid succession of
crises in Mexico, East Asia and Argentina, followed by the bursting of the U. Vernon, Iowa, not Ithaca, NY ,
provides a historical survey of business cycles and of important business-cycle theories, as well as an up-to
date survey of recent cyclical events. The author explains in the preface that the book grew out of an
upper-level undergraduate class in business cycles that he has been teaching for some time. Because there was
no text available for such a course, Knoop began to type out and disseminate his class notes to students and
eventually those notes were developed into the book under review, which is therefore aimed primarily at an
audience of upper-level undergraduates. Knoop begins in Part I Chapters with a general descriptive overview
of business cycle facts and terminology. Part III concludes with an excellent survey of macroeconomic
forecasting. Some concluding observations are offered in chapter Although the book is generally well written,
it does suffer from sloppiness in thinking or editing, so that the exposition at times is obscure or confusing. On
a more substantive level, I was troubled by tendency to present the basic business-cycle models in terms of
overly simplified assumptions and categories. The resulting theoretical paradigms, particularly the Classical,
Keynesian, and Monetarist models turn out to be strawmen rather than realistic presentations of historical
models that real people actually believed in. This interpretation, by the way, is one of the most persistent
misconceptions in the history of economic thought. And they really did think hard about business cycles or
financial crises or periods of acute economic distress. Keynes, of course, went to great lengths in the General
Theory to prove whether successfully or not is another issue that even perfectly flexible wages could not
achieve macroeconomic equilibrium under conditions of deficient aggregate demand. In the process, Knoop
elides two decades of debate about the nature of the Keynesian model and the conditions under which a
Keynesian underemployment equilibrium may or may not hold. Instead we are told p. If given enough time,
workers will gradually reduce their nominal wage demands as they observe other similar workers taking
nominal wage cuts. This will reduce real wages and move the economy back toward full employment. The
problem with this approach, however, is that there are no assurances about how long the process will take. It is
possible to interpret Monetarism in this way, but it surely does not accurately reflect how most Monetarists
believed that markets actually work. It appears that Knoop has projected backwards onto earlier paradigms a
style of theorizing associated with more recent Rational Expectations, Real Business Cycle, and New
Keynesian theories. In a way, this projection allows Knoop to highlight certain differences among his
simplified paradigms. But in doing so, he mischaracterizes what the earlier models and disputes were actually
about. Nevertheless, the belief that wages and prices are not flexible was not, as Knoop implies, the key
difference that distinguished Keynesian from Classical or Monetarist economists. While his presentation of the
newer models is even-handed, he does not conceal his preference for the New Keynesian models over the
other two paradigms. While acknowledging that there are many New Keynesian models that focus on the
macroeconomic implications of various sorts of market failure, Knoop attributes a greater degree of consensus
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about theory and policy than I think is warranted. In particular, I doubt his assertion p. In fairness, however, it
should be acknowledged that the early interpretations of the Great Depression as a breakdown of the gold
standard have by now been largely forgotten. However, the exposition would have benefited greatly if it had
included an explanation of the fragility of the post-World War I reconstruction of the gold standard and had
discussed the destabilizing role of the huge post-war international transfers repayment of U. The final chapters
on recent international business-cycle experience are also generally well done. Despite occasional lapses in
exposition, this book should be accessible to students, and they will gain a good deal of information about, and
a fair understanding of, business cycles from reading it. However, this could easily have been a much better
book than it is. The views expressed by the reviewer do not necessarily reflect the views of the Federal Trade
Commission or the individual commissioners. David Glasner is editor of Business Cycles and Depressions:
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5: Recessions and Depressions: Understanding Business Cycles
Growth and Business Cycles Preface Chapter 1. Macroeconomics for the Long Run and for the Short Run Chapter 3.
Capital Accumulation and Growth: The Basic Solow.

This is an appendix to two articles published in the Journal of Monetary Economics in that have become the
cornerstone for subsequent empirical work using the RBC approach. Calibrating the business cycle a. A major
element of RBC theory is that it attempts to make quantitative, not just qualitative, predictions about the
business cycle b. Economists working on RBC models, led by Prescott, believe strongly in calibration as the
only way to do empirical work in macroeconomics. Others disagree, just as vehemently. Are productivity
shocks the only source of recessions? Critics of the RBC theory suggest that except for the oil price shocks of ,
, and , there are no productivity shocks that one can easily identify that caused recessions b. Does the Solow
residual measure technology shocks? The Solow residual is strongly procyclical in U. But should the Solow
residual be interpreted as a measure of technology? Technology shocks may not lead to procyclical
productivity a. Research by Basu and Fernald shows that technology shocks are not closely related to cyclical
movements in output b. Shocks to technology are followed by a transition period in which resources are
reallocated c. Initially, less capital and labor are needed to produce the same amount of output d. Later,
resources are adjusted and output increases 8. Also, the critics suggest that shocks other than productivity
shocks, such as wars and military buildups, have caused business cycles Theoretical Application For more on
criticisms of the RBC theory and the RBC response to the critics, see the discussion in the Federal Reserve
Bank of Minneapolis Quarterly Review, Fall , and the Journal of Economic Perspectives, Summer B Fiscal
policy shocks in the classical model 1. The effects of a temporary increase in government expenditures Figure
The increased labor supply leads to a fall in the real wage and a rise in employment c. The rise in employment
increases output, so the FE line shifts to the right d. The temporary rise in government purchases shifts the IS
curve up and to the right as national saving declines e. Since employment rises, average labor productivity
declines; this helps match the data better, since without fiscal policy the RBC model shows a correlation
between output and average labor productivity that is too high g. So adding fiscal policy shocks to the model
increases its ability to match the actual behavior of the economy Analytical Problems 2, 3, and 5 deal with
various aspects of the classical IS-LM model. Should fiscal policy be used to dampen the cycle? Classical
economists oppose attempts to dampen the cycle, since prices and wages adjust quickly to restore equilibrium
b. Besides, fiscal policy increases output by making workers worse off, since they face higher taxes c. Instead,
government spending should be determined by cost-benefit analysis d. Also, there may be lags in enacting the
correct policy and in implementing it 1 So choosing the right policy today depends on where you think the
economy will be in the future 2 This creates problems, because forecasts of the future state of the economy are
imperfect e. In reality measured unemployment is never zero, and it is the problem of unemployment in
recessions that concerns policymakers the most 3. Classical economists have a more sophisticated version of
the model to account for unemployment a. Workers and jobs have different requirements, so there is a
matching problem b. It takes time to match workers to jobs, so there is always some unemployment c.
Unemployment rises in recessions because productivity shocks cause increased mismatches between workers
and jobs d. A shock that increases mismatching raises frictional unemployment and may also cause structural
unemployment if the types of skills needed by employers change e. If recessions were times of increased
mismatch, there should be a rise in help-wanted ads in recessions, but in fact they fall 6. So can the
government use fiscal policy to reduce unemployment? A better approach is to eliminate barriers to
labor-market adjustment by reducing burdensome regulations on businesses or by getting rid of the minimum
wage Numerical Problem 7 looks at the behavior of the unemployment rate due to a temporary productivity
shock when there are many people in transition between being employed and unemployed. The RBC model
matches U. Household production is not counted in GDP but it represents output 3. Rogerson and Wright used
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a model with household production to show that such a model yields a higher standard deviation of market
output than a standard RBC model, thus more closely matching the data 4. Parente, Rogerson, and Wright
showed that after household production is accounted for, income differences across countries are not as large
as the GDP data show Theoretical Application In most macroeconomic models, including the ISâ€”LM and
ADâ€”AS models, the key variables are economy-wide averages of income, the wage rate, wealth, money
holdings, and so on. But some issues in macroeconomics are better addressed in models in which agents in the
model agents are decision-makers such households and business firms that decide how much to consume or
invest act in different ways or face different wages or have differing amounts of wealth; such models are
heterogeneous-agent models. For example, to understand how the unemployment rate changes over time, a
model of the demographics of the labor force the number of workers of different ages, different levels of
experience, and different levels of education is useful. In recent years, more macroeconomists have begun
building heterogeneous-agent models. Princeton University Press, , pp. Some researchers have used
heterogeneous-agent models to study the costs of business cycles, in terms of the reduced well-being of the
agents. In recessions, people who do not lose their jobs are not affected as much as people who lose their jobs;
heterogeneous-agent models can account for the differential impact on the well-being of different people. In
addition, people who lose their jobs may not be able to borrow, so their consumption spending declines,
making them worse off. Research shows that when people cannot borrow, the costs of business cycles are
significantly larger than if people were able to borrow whenever they lose their jobs, and thus not have to
reduce their spending. Researchers have also used heterogeneous-agent models to see if they can calibrate the
real interest rate better than in other models. The real interest rate generated by RBC models is often several
percentage points higher than is true in the data. But in RBC models with heterogeneous agents in which
people face risk, such as the risk of becoming unemployed, and cannot borrow if they become unemployed,
then the real interest rate is somewhat lower than in other RBC models without heterogeneous agents. The risk
in such models also leads people to save more than they would if there were no such risk. So, RBC models
with heterogeneous agents are able to match certain aspects of the economic data better than standard RBC
models. Money in the Classical Model Sec. If money is neutral, why does the data show that money is a
leading, procyclical variable? Increases in the money supply are often followed by increases in output b.
Reductions in the money supply are often followed by recessions 2. He finds mixed support for reverse
causation, but does suggest that money growth is unlikely to be a major factor causing business cycles. Why
would higher future output cause people to increase money demand? Firms, anticipating higher sales, would
need more money for transactions to pay for materials and workers b. The Fed would respond to the higher
demand for money by increasing money supply; otherwise, the price level would decline Theoretical
Application The early theoretical RBC models did not include a monetary sector at allâ€”they assumed that
money was unimportant for the business cycle. More recently, RBC theorists have been trying to incorporate
money into their models. The focus so far has been trying to get the models to produce a liquidity effect, in
which in increase in the money supply temporarily reduces nominal interest rates. C The nonneutrality of
money: These independent changes in money supply were followed by changes in income and prices b. The
independent origins of money changes include such things as gold discoveries, changes in monetary
institutions, and changes in the leadership of the Fed 2. More recently, Romer and Romer documented
additional episodes of monetary nonneutrality since a. So money does not appear to be neutral 4. In the
classical model, money is neutral since prices adjust quickly a. In this case, the only relevant supply curve is
the long-run aggregate supply curve b. So movements in aggregate demand have no effect on output 2. This
happens because producers have imperfect information about the general price level b. As a result, they
misinterpret changes in the general price level as changes in relative prices c. But prices still adjust rapidly B
The misperceptions theory is that the aggregate quantity of output supplied rises above the full-employment
level when the aggregate price level P is higher than expected 1. This makes the AS curve slope upward 2. A
bakery that makes bread a. If the relative price of bread rises, the baker may work more and produce more
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bread c. Similarly, an increase in the price level that is lower than expected reduces output 6. C Monetary
policy and the misperceptions theory 1. Because of misperceptions, unanticipated monetary policy has real
effects; but anticipated monetary policy has no real effects because there are no misperceptions 2.
Unanticipated changes in the money supply Figure Unanticipated increase in money supply shifts AD curve
to AD2 c. Anticipated changes in the money supply a. So anticipated money is neutral in both the short run
and the long run Data Application Does the data support the misperceptions theory? But others challenged
these results and found that both anticipated and unanticipated money growth seem to affect output. The only
way the Fed can use monetary policy to affect output is to surprise people 2. Propagating the effects of
unanticipated changes in the money supply a. Classical economists argue that propagation mechanisms allow
short-lived shocks to have long-lived effects c. For a broad review of how classical macroeconomic theory
developed, as well as its relationship to keynesian theory, see Robert J. Are price forecasts rational? The
forecast error of a forecast is the difference between the actual value of the variable and the forecast value 3.
Both time periods are associated with large rises in oil prices. Looking at data on interest rates, if you take
nominal interest rates and subtract the expected inflation rate using the Livingston Survey forecasts of
inflation , the resulting real interest rates are nearly always positive. In fact, the real interest rate was as low as
negative 5 percent at one point. So making bad inflation forecasts has expensive consequences in financial
markets. Instead, professional forecasters are more likely to produce rational forecasts 7. Keane and Runkle,
using a survey of professional forecasters, find evidence that these forecasters do have rational expectations 8.
Croushore used inflation forecasts made by the general public, as well as economists, and found evidence
broadly consistent with rational expectations, though expectations tend to lag reality when inflation changes
sharply Data Application The survey used by Keane and Runkle was begun by Victor Zarnowitz of the
University of Chicago in and was run by the American Statistical Association and National Bureau of
Economic Research until
6: Classical Models of the Business Cycle
Alternatively, if 7, lb (Â£) is sold, then 1, lb (Â£50), and then 1, lb (Â£78), the capitalist would successively replace the
constant capital, then the variable capital, before realising the surplus -value.
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