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moomoBHo Rent and The S@«QS& Wx%mzmmm of Production. ®

© After a. Quuguu\ mm&wwmﬁ Om Q,mocmwon ﬁwﬁ.a is bo part of the theory of value about which there

s greater- diversity of opinion than there is mvocw that part which relates to the connection between

 the economic rent of a mmﬁc,\& agent.and the 88.35& ‘expenses of production of the 88809@.

o wuo&zo& upon it.  If an inquirer reads mwoB a balf-dozen of the best known writers on this subject .
- heis plunged into-a mass of noémﬁuba om:.:omm so.far apart; in both ozo.B& presuppositions and
‘nBNH conclusions, that he either turns. mém% in mamwmowsﬁnmnﬂ or arrives at a’ m\ﬁoh\ of value so one-
- sided as to be abott equal to bo ‘theory at -all. Diversity of opinion on this™ subject is particularly
. unsettling to all value theory- because it halts the mﬁ&mmwﬁom in one of nm most ommmnﬁ& mﬂw@m 38&5
in showing what are the Bmuo.ﬁmm expenses of @ﬂomcgos o S

~ The first reason for writing ‘an essay on this mcEQO must bé to mﬁnt@ﬁ to mﬁoé rqwﬂ upon 9

-most QozEmmOBm part of- value theory. - A second, and closely related nmmmOb is to attempt to throw
,HHQE” .upon muwﬁ @ma of Qo meﬁ&ﬁﬂou of ﬁxwm#w SEnw Qmm:m aﬁ\nv aun mnosonuo rent of a nat cﬂmw ‘

Hbm _writer U&ﬁﬁm Qmﬁ it is now mOmmHZw to quw Om some OM gm special Smcmuowm S.?ow wwg.
tended to cause QquHmoBoﬁ in the treat tment of this @cmmaom "He also believes that it is now
possible to formulate from well established eleéments in modern marginal economics a'more satisfactory

Qooq %mb has u\oﬁ vmmb om\ma& .H?m @mmmn .<<E mﬁmgwﬂ to B}nm»o some oH‘ ﬁwo wnbo%& Causes -

(1) .wa present dﬁﬁo. @E?Bwr@ a wmwrn on, “ A Somthw&ou of. the Hﬁomn&p@u H:nopw of ,ﬁg» 7 in Stm magazine
for May, 1915. Tke wwwan omdﬁ@ Wanm is m_ :fficient H:.oom. ﬁmﬂ he now considers the position taken at that time as
- inadequate. i v .

- of- wmmw oos?m.on mmm to suggest, in a <0J~ preliminary fashion, some nOﬂm&ommﬁosm which will

clarify the macmﬁov.f Oa% a part of nwo ground, .however, can vo “touched in. Qum preseit article.

That .izow is left to a later treatment will be- 5&8\8& presently.

Itis B%Ommén to ooBEQB@. classify all the theories which’ have been offered on this mr&moﬁ
Hu.osd/\.mu there are three o.ﬂoc@m of Qﬁommm which include those ‘which are most common. :
“ (1) There: are the. so-called Ricardian theories which state that, meﬁ mQ.Bm no ‘part Om the

| .,.mmxwowmmm of waoacnmos . @mﬁ Hmy n moadm no Humnﬁ Om %.Omo mN@wUmwm om wwompoeom .%Fow wm.mﬁ

price.”. a I

(2 “There are the %moﬂmm ai:nw more or less exactly, follow Jevons in saying that “--so
far as cost of mno&:oﬁg regulates the values of commodities wages B:% enter into ﬂro omﬁoﬁmﬁon

mon exactly the same fooitig as rent”. @

(3) "There is the o‘worm of mmmommm «iﬁov ‘more - or less exactly, agree with mmmqﬁ. These

,, muaonmm divide land into “different groups moooxwﬁq to the uses to which it is put mmm then divide
~ rent into two kinds o.msoﬂm:vx called”  differential 7 mSm “marginal ” rents. The “marginal” rent

1§ that- Hum& moq a unit of ‘the @ooS% land- for th: given use. The « Qmm.ngﬁmw 7 rent is the excess

- above this “marginal ” rent which - must Um wma for- a “unit of superior land- for-the same use.
- Seager says: — “The m%nmnwmﬁﬁ ‘element is an expense of @qoucoﬁoa osdx to enterprisers using

mc@wBOn land for the -given wc%og while @w ‘marginal elément must be paid by all enterprisers

~engaged in the given memoﬁ of @«%anﬂon and hence mo.E.om as an &mdmsﬂ in the normal expense Om :

_‘.muwoacoﬁow.n ® ‘ o : ,
?o &uoﬁw is ms,,mﬂma to Bauom\nw ﬁwo very. Eﬁm&m@ ooH&EOD 0m @ﬁoa\ on this @oymn Hﬁon@ are

Qv ‘HmcmmHW, mvna,o,.mpmm of MOouonor vol. IL  page z6. o
(2) Jevons, The Theory of Political moou.ova ﬁpﬁ& Ed.,, Preface, page xlvi.
A (3 Uammoh Principles 0». mgsoB»n.J page 240. ’ o
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S HEBrom ummmomm mOw &m mmmﬁ.o to mowmomow mdwomﬂosﬁ but two wommonm have been mmmmnmmmu\. influ-

, ,QBNH N AR T : .
. In the mmwn owm.oow anw @vmo.nmmgmnﬁ has arisen mHoB the fact that, in a very large number of
om".womu ‘writers have a&ocnmom different: @pOm:oam when théy" believed Hrwm.u‘smmr\wv to be discussing the
. samie @cwmﬁoa w\mmcnmo‘mﬁmm&wno. about the question atissue has been the principal source of disagree-
T ‘ment between thé’ advocates of msno:ou one” and“two. m@oqu ‘That is; wo<osu and “his- S\ouo. have-
P cmpm:% discussed” m &m,mumskn ‘question ‘from. that ‘discussed by Ricardo ‘and gu grotp. Thisis a bold
| R mmimom. but an’ wxm.d%mﬁoa of the %on‘wu of %m two groups of writérs will wﬁo&\. establish the truth-
; A Om it. The Wﬁompdﬁﬁx Hon us include ‘in’ that -group,. "West;. Malthus, and Ricardo-, (1) discussed
. therelation betwéen mrm économic rent of Hmsm and the" wﬂww of agricultural’’ ?o&zoo in general as opposed
‘ to. Bmw&morcnwm and other products coming m.og mzumn districts.  Jevons, and those with him who
= have taken - up the wom&uoo Qﬁmozu\. opposite, :m%m cu:m:% cdiscussed ‘an entirely - different question..
?mu\ wmﬁw amcwm% discussed ‘the wmm.moq between ‘the €conom’c rent- .of land ‘and ‘the price of a part-
| ;SsHmﬂ rural or urban @wochW ‘The Ricardians were concerred in the m&cm\mdmsn of the conflicting
_Eﬁmamﬂ.m of the @«5&@& &mmmom in :w England of their amw. Threy all wrote in connecfion with- ﬂmw
u | B corn Mw% discussion ow 1813-1815 and as econdmic ‘statesmen rather than as’ formulafors of a comp-
L o lete mooao.u:o %mo&\. wm«dmw ‘and those SWBQ ‘something of his ground, on- the other ha
T . Written under waﬁa@u\. diffecent conditiors and with'an"eafir ely different mcnoo.\wm “Their task ‘has been
;@Umﬁ not Om the economic statesman vcﬁ Om the' ‘economic ‘ph hilosopher.:- They " were ndt applying
‘economic reasoning to the moFdos of a pra oao& and~isolated @0205 but were attempting to formu-

: Hmﬁn a mumod\. s.w*ow &5&@. mx?mﬁ mam H,&mﬂon vmﬁﬁ,mmm wnomoBHo - rent of land and the @.

and, have

BTl s TP

ice of any

AHJ moﬂo may. mcw, that- ﬁu s limits the qnorw .80 Bﬁoﬁ but ﬁ Jhas- the mn?pﬁnwo of our. .ﬁ;oés
sidered that both of these, Smmﬁ zp. . S\po mooﬁﬁo o»» Hou\n ”, mmn >§co~.m anwhmoau
munoboup% & - Taxation..- i R : :

that Ricardo. con-
Hm&ow Huﬁuo%ﬂmm om »owﬂﬁt ;

N : .,.., - . el [ . PR -
. ;

-
~

STk @B&o&mﬂ noBBo&Q swmmgmu it came. from’ ciumm OH. H.E\mw land. The Ricardians classed all rural

T commodities under the wﬁw& of “raw @no&cnm » and oomm&wnmc itin opposition to urban commodities.

~ From'the mw:Hno. price  of rural” nogom&mm rent was paid. -+ From the selling price of urban commo-

dities; ‘16 rent, so faras QQH problem was. concer w& was paid. Their o@mobmﬁw divided “raw @3%8: into

a. ‘host” of separate. noBBOQEmm as also ¢ Smbﬁmog es.” and all the- other groups, and thought of

~ each- -separate commodity Hm@Enbo, land i its moH\ ?\oocn:om. In. m@_ﬂw of this complete difference of purpo-

sétand ! peint. of : view between these two groups of_ _writers the fact has been hinted at by only a

. very “few writers 1 in no ‘case known.to &@ ?@moﬂ writer - has, the. full om.woﬁ of this difference. been

e Hm&omﬂmo., . The- @RmQ% ‘paper will: mﬁmB@\n to:indicate some .of the- nmzmmm of  this misunderstanding

and to B&mm some" mGQo,mmﬂosm ﬂoémnam Qmﬁmﬁbq the - ooﬁ.zmm@ marmﬁon to SF&D it has-led.

: We ‘have stated that- this B&csamﬂm&bmﬁq had been & -particular - source - of disagreement between

. S %m ‘proponents of muooﬁ@m one and two mentioned at the beginning of this paper. We have also

‘  said that there were two. main reasons- for the- mm:zwo of Sﬁﬁowm to agree upon the theory of this

‘ T subject: ﬁ;m first: of these-is this awus&mwmﬂmﬁ&m,q . The present: paper is to. pass-by theory three .
and“the: monona .source” of %mmo,wwmgmmr wa\n must. vm Qmmﬁma at:a:later time. = For the present it is
 sufficient to mw% that' the third theory is bow mwﬁmmm@o&@ @ﬁsaﬁmﬁ% vmomcmn it, . together with the
- o e muoonmm of some o.%mn Sﬁﬂoﬂm is built c@on an inadequate and inconsistent use of the term ““margi-
. na” " The term ** marginal” has frequently: been used in economic literature. in- two distinct and
SN ._@usn&mnm& senses. - One"of those senses: makes “ B&.QS&TV mean the, poorest in. quality of a .number
- of ‘units- of & good, or of a producing mo.msnmf he. other: Smem it refer . to' theylast of a group of
. ﬁnﬁm all Om which are o@m& in @smra\. -and;. &mawmoawv interchangeable; which will, wum taken for some
- L o uss. But this: :(along with- a.great: deal of other interesting theoretical & historical matter mnst be

: LT &uﬁcmmo& for the wnomwa.. Hb.n us: Eg to: the task Bmmmm@ out for. this -paper..

®EEE  (HOE ) m m . »‘. Ea o i

Ao

‘
T

b ST




o
&

eon it 2es

SEY

sy f@, ( HOK v.ﬂ,%.m 8B ’ : | BN 3L

B L e UL

AL smnmmwg&w @H&MBBwa will be:the %mﬂnon of some: of: the ?.50%& terms and an i indication of
,,m.a point”of view with which we work. L : ,
" By “ economic rent” we Bmmm the- oxowmsuo.m <m.Hcm E&Q. wwwmoow ooBomﬁﬁon of the anaual, or .
: .;.omnmw periodal, use of those.. @oﬁﬂ.m of a natural agent which are not destroyed: in the ordinary pro-
Cesses ‘of @woacnﬂop \Euwmm powers are’ Bwﬁq cue to such facts as climate, location, and subsoil.
; L H.wmv» are not’ soﬂBmz% in need of H‘om&momamsﬁ and are considered' in -contrast to ﬁWOmm 5%33 :nts
‘ w g - which” do need constant’ H.wwymooaosﬁ J. B, Clark makes the distinction clear as follows :
. ' 4 The real difference: between the rent of a piece of land and that of a- GEEBQ Bmo?bﬂ vehi-
Qo ‘or -any similar” instr ument arises: from. the. fact that the land is not going to. destruction and
2 mum artificial “instrument is. - - whatever there i is in m,_o soil that suffers no mm\nmdoamﬁon from any
@Jonbﬁ of use is ?m lan Q 39 -which political- economy. has to deal.” © :
- The ooBmvoﬂnﬁ payment for the use. of these powers of the land is economic am:»
“w% “ marginal expenses of ?omaoﬁon ” we mean the necessary expense of producing those units
- - - of'the supply of the- noBBo%aw in-question which are- only barely. drawn out by the price normally
o offered. - Those units are only- barely drawn out because the normal price is just wzm.aﬁﬁ to reward
B the @nomcoﬂﬁw agents- Hw@zﬁo@ at - their o&%m&\ 38 Alfred gmnmwwﬂ.mmw nes Bm.nmﬁmw, expenses - om
; LT T b e wuomcnﬁon clearly as follows: —. = . . . ‘
, R oo¢% ot is the cost of Hunoazoaom &. %8@ Qooam which are on »Wo BB.QB of not Uﬁso. produced
~at all, and é?nw .&o&& not. wm maomsnm& if Qw Huﬁom to be got for them were expected to be

rardr

. | - lower.”® o : = .
In this. @doﬁm&on Ew%&mﬁ cmmm &o w?.mmo “ ooﬂn Om @aoasrﬁon “ égo we use amAmewmmm of pro-

Qu H Hw Qm.&n Mmmmsﬁﬂm of M>opoBHo Hvoow%v pages 179-180.
va Alfred Marshall, Principles of moopouﬁnn“ 7th Bd., page 373 -

s

w T PR “duction . ? o@@ @mnmm gmnnw& momw %m ntm DE&%BQ that 335 to the “-sums of money that
; o . -have to be paid moﬂ these efforts msa sacrifices 7 .S@SEQ for the mwomcnﬁos of any »3&9 (CO RN
! - T  These &wmﬁaomm are very important but the point of view with which we take up our S.ww is
. ; “perhaps - morc. E%oﬂnms for &&mow.gomm in coEﬁ oM. So.é ‘have led to. Bcaw (Obmcmuow in.the menﬂou
_bﬁ of Huno.vwmam in this field. - : - :

s We may state first Om all nwwn %o mz.ogwdm of aum ano.BmH mn&%mﬁ omamOn vw Bm&w m»B@W and
3 o ,,pnmmvn Some writers have erred in. Hoofaq at the conditions Om mcwm ly for ofie ooBSo%a\ alone,
i el mO«Q&SW @mn the oosauuosm 0m mﬁuwa\ o.‘ demand. for almost every commodity are mmmmonwg by
m " any change in ﬁ?w oonmﬁomm of mcmﬂu\. or mmBmua mou. almost any other. Some have 8&@3 as m. ,nwm
R ‘._quo.Bmw oxwmsmmm of ?‘oacomon of any - 88809@ QoﬁwBoa its wxormsqm <&cm. <<m must @@ omwal

ful to avoid any of mgomw t00 narrow noﬂom@ﬂoﬁ of 9@ task vmmoa us. e ;
We must remember first, meﬁ ‘exchange: <mHEw is only a ratio: that the wmmoun& \ano. m@oﬁ Nn i

~is that a certain quantity Quczn or weight) of éne commodity mu?rwsqwm for a certain @cmsﬁ% of

RS _,mboﬁwﬂ. commodity, . Prices are zmc& thought @m as being. mmommmmﬂ@. _expressed in money. wzw

R money is only a oog.oﬁobﬂ noBBow mwmoBBm\noH. mo far as a ‘¢ Theory. of m,unowwsq@ ” is oozownb&

- . The essential thing in an oxmmmsmﬂom of. mxngmq@ value is not to owawE why a bushel of wheat

- exchanges for two dollars while a ‘yard Om silk Qoﬂw of a certain grade exchanges for four ddliars,

- B . but E&mu Sg. two ,ozmw&m Om wheat bmﬁw ﬁwm mmBo power over oﬁwﬁ. oomwao&mmm in mxnwmso.m as

~ ome yard of such silk cloth Wmm , S

- ... We must also not m&wB@ﬁ to _monﬁo msm Bm:wsﬂww Bmézq, for @m ozanwmww ms& ?.ommo@on of any.

: ,.. one: commodity : for the moo@os to ?ogcom one noBBo&&\ is mm.moﬁoa in maBmaozm ways by the

oS ST ow@oncmﬁou for m.nogca , and. the Qmm:‘wm for oonmcnsﬁm, oﬁmnm Hﬁﬁ.ﬂ Hm mnmn 9@ @mmmjou as \8

muv H.wmm; Mm.mo w.m,m.; : - L Lo e .. R , L e .
gtRE (EO¥) & 8 . g RP o
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35% 88809@ can most mm&mmnmqﬁuoﬁw% be pr omao& After that decision is made there is the que-
stion 0». how much of each commdity shall be produced. In fact, the commodity and the amount of

it S.Fow will be waoac,nmm can be mmoa& ‘only after the “whole conditions of demand and supply” have
Wmmb taken into ‘account. That is, mno&cn@‘m consider the different ooBBo&ﬁom .&mu.naa and the inten-

- sities with w hich each is wanted by all' the consumers : also the @zwowwmao. powers of all the persons
: émnﬂsq cach voBBoaHJ\ .H?ww. consider all mpm Huomm#grﬁom of ?.oacnaos possible with the agents

which. it is possible for them to get under nosﬁaoH meow entrepreneur,  taking these conditlons of

&mﬁana and supply, undértakes to so ?\owoimob ?u mo.mm.nm into productive or ganizations and among
. ,Qﬁ different kinds of E.oamow as_ will give him the largest net return. The efforts of all entrepreneurs
to mmnowmmm the uses of agents of ?.omco ion and @% them to wouk in the places in which they will
~earn the largest no.nE.mm results in all the several commdities being normally brought to market in

fairly regular mﬁ@@rmm Since demands remain, as producers  expect, fairly constant in period’ after
u@mﬁo& the exchange wimﬁoum Uw?qmmu ‘the varions commodities remain- fairly oosmnmbn This is true
because oomﬁbo&.swm once @no&coma ‘and mcﬁ on the market, tend always to ounowmbo.m in accordance
, aﬁ@ SQH. marginal cﬁ&wy. These customary supplies and exchange ratios or, if we measure them
in money, prices, we call the normal wsomwmm and normal axovwmo.m H.mGOm and prices. .H,vcmm Em@n&
utilities -are ot - Bowmcama : &umowc\n&% ‘but are %BQ% measured in Bosw% If 2 unit of one

: ,.‘oonudoaa% noaambmm ‘the mme wBoc% of Sozm% as two units of znother nOBEoQQ. we mww. thet
~ the utility of the first. is greater, This does not mean that the want satisfied by one unit is twice as

- strong or HB@OHQQ as the want satisfied by one unit of the other. But we are not concerned with
.ﬁwm actual mmawmmosoa qoﬂms d,o.%f We want to mMmHmE the \.Qn& of exchange in .&w markets as we
see them, - And in m‘,mﬁ case the dollar of the poor man which is spent for something which saves
?m H.mw counts no more. ﬁwms @6 aommn of »ww mﬁrowmﬁo spent for a gmn. | ‘ |

Wua@ ‘commodities Aaoﬁmmmﬁ »Q& to aNowmmmo for each other at _fatios determined by their marginal
c% ities .and. since marginal utilities- depend ‘upon the - @zmnﬁmwm sozdmzv. supplied it is evident that’
the only. way in which any expense of production can- affect normal exchange ratios is is by affecting

~ the normal mc@@wam. It has been said that the expense of @D:QEQ the units. of any commedity

which are on the margin OH‘ not being’ produced at all, to market governs the price of that commo-

_dity. But fr om ‘what we have &nmm&. said it will be clear that $such cannot be true, for the
~amount paid in expenses of @woazoﬁos Qm@muam in part.upon the price at. which the preduct can be

sold.  And also. upon “the. amounts  at - which . mgo commodities which might. have been produced

could have been sold. No mv,wmnmm of w«oazoaos ‘explains the value of the commodity proudced.

The.. ommmmm& thing 4n normal production  and mknwmsqmw is the fact that the demanders of the

.Co
| BBoa_nom exercise a decisive control over N\R commoditics whick shall e produced and in Wit

amounts: In the mmom of the total - pos m&mﬁmm of Hunomconow or conditions. of supply,. the total
conditions of demand thus govern the uses ‘to “which the various agents are put. The result is a

- tendency towards an a@EbvncB which, in a &meﬁo So&a can never be mcﬁw complete. In this
,r@c_bcdsg we- find that there is a scn&uﬁ of ‘units’ of each kind of productive power- land, labor
.- managing ability, Smﬁnq! ‘which are only barely induced to mx\oacom the commodity for whose
..,.Munoacnmou they are mBEo%mQ Hs fact it is very often a matter of indifference to a number of units

£
of. each kind of power just how " they shall be used. There. is always a shifting, or tendency to shifting,

Mm Qua part of some . agents,. wnoB the - wnoazoﬁos o,m one commodity to the @woacnnos of some other.
‘This m?mﬂmq of agents from-use to use in these doubtful places is the: operation of the mom.omm at the -

%
margin. - Oomm&n?&oam of mm«.mmSQn in the use of the powers of m;.oaco\ao: as they exist.at any

WE@ S0 as best to meet the mem.mm of the demanders, and thus get the: ?qwrmﬂ net rteturns for the
mnnoau of vnomzoﬁom is %m Sm% in s.?nw « %o o.ozmw& conditions of %Bmma and. supply ” comtro}

. -
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ndnvwmqa value. R %oﬂm labor or Hmm& or any other. agent is applied to a given ‘use it is because
~ some change has 8&@5 @Hmnm in the oom@Boum of. production, or in the wants- or means om. @cwowmms
, - of the consumers.- Every. agent of @nomcoﬂon is applied to all its <mﬂocm ‘uses just as far as is proft-
“ ST . “able. And m&cmﬁwmbn @u&m wo be made until - ‘each agent w@nm the same: net amount to the value of
-~ the product in each of its uses. The shifting of all agents to attain this. end is the evident part of
“the- working of the forces idow govern mnomm or onwnnq@ ﬂmHmﬁomm between the dif mmnosn commodities.
- Hn#wma then -of. n#@modbq that the N mNausmmw at the ‘margin” will 3« the owoswso.o relations
. between two commobities and ‘then looking to see whether or not economic H.mnn is .one of those
‘expenses we ﬁ:ocE go behind that fact mzm se¢ whether or not those powers for which economic
rent is paid are among @5 powers which are m?#& from the production of the commodity whose
“marginal expenses. of mwomzogoz are being studied. Ricardo said (to put his idea in more recent
Hmezwaouﬁgn “rent is not a BmaQS& expense of ?‘o&cﬁzq raw produce.” . The more ».c.m@wﬂobﬁmw
~ question is this: Are those powers for. which rent is paid normally shifted away from the @wo&coaon
of raw @3@58 >7. If they are soﬂ.Bms% among the powers which shift in search of higher returns
then the .payment of the normal rent is. mwnwmmwnu\ if they are not -to wo shifted away and the supply -
of the produce. to fall, below: the normal mEoca“ So. the. &&S&Qw thing for the study  of any-
| margin is not a consideration. of expenses But. a n&&a&wgggﬁ of the movement Q\. different kinds. of
- productive power Getwween dy ifferent uses at those points where, éarnings are m&&&mﬁw& and m%x.wﬁm@h
forces are therefore %\&3\& o equilibrinm. - As ,Smnmwwa says: — ; :
- - We must kano.: the marginal uses, and the mrgainal - efficiency -of rmow agent. We _Buwﬁ.
' do so simply: vmowzmw it is only at the’ 88\95 that any . of those shiftings can occur by which
~ changed relations of wc%m&w. and- %anm Bmﬁmﬁmﬁ Qmﬁmo?mm PL o Lt R

Amv Ibid., Page mn» A;

O——— R A T e
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- Keeping in Bﬁ& -what wmm Just vmom said as wo &mm. Enom mb& especially as to point of view, let

- us now take up m:m anmw Om \nwm nmmgmwnmﬁsaﬁa wmn,&oob the ?Qn&mnm and mgm:. .most determin-
- ed owwoamwﬁ o : g :

- Confusion between wmsﬁ :oObv&oﬁ& as mﬁ @Saa mum& for the “use:of land,” ma@ fent considered

as’ the pricé -paid- for the Tise™ of land for the mwoacoﬁos of 'séme " particular ‘comimodity began at

.

-in his  mind : in ‘others it .seems that the distinction ~ was blurred.’ It i is @o&m&m that ‘some of -the

e Mﬁomn&mb and later writers recognized’ the mHmﬂBQQOn but - moma of them “apPear to have expressed it

Hmnw ‘with his-classification of i »:ooﬁmw inté the same three nmﬁmqu_mm 'He mm%m A

2 ,.\. uA :
, ‘ ﬁxwoo,mwaowﬁwb@ Hou.mwwo ﬂwo »wm Qﬁom onQS&,mozwommOmm: 8435 wm s‘m@ m.m. om all
! , T _. o/nwm:quzo value”?, @ - 7 , ‘ S |

% Cannan ‘accounts for’ Qﬁm nonmcmon 3\ «mm,moamzw. no&mnﬁmﬁnq that - it was-due to, mnﬁvum ooRMQn
. with the physiocrats, who put much - oﬁ@rmzv upon: the " “distribution”" 6f the ﬁo&ﬁ: momo%omm%
H:o&:rmm amongst the different people: of the 8588:&\ This author says:
~ “—in all probability the * book Q&mﬁ is. Book I of The Wealth of Nations) existed in mw:;%
| | complete form before - 5»@98 Smith became : mo@cmssrwa ‘with the physiocratic doctrine. - “When this
ER R ,,wwmwob& he may- <Q.w. “well have thought that his theory of prices and his observatioss on_wages,
: - profit; and rent made a very good 98@. of what the physiocrats called distribution.”” ® = -
- “Adam Smith seems to wmsw resolved fo Qomﬂ his osb ms&v\ma of wSomm 5\8 .%mo,wM profits,
and H.gﬁ as &mo a classifi catian of - Sooaom.z @ . _ _

C. ) Wealth of /.\.a.posmv wmym Edition, Vol. I, page 3 53

vu@gfsﬂmnum? ‘meodom Om wﬂomc,neon mba Uuﬁérﬂcuv er& h@ vama wmm
on ﬁ\ap.aw page 165. - - Co SRR

.
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least: as carly as with - Adam mﬁw} In some nonb@nnopw it “seems’ gmn ‘the two things were distinct -

P ; « - &mmn@. Adam mﬁu@ thixed his analysis of the 88@05@3 parts of price into- Smoom ?‘omw mbm.
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-+ Accordingly when we examine. ﬁwmﬁ Smith has to mm% about Rent we find wmd using the word
 in at least two senses. In one mm.n of nmmmw it is the rent which a particular ooBBo&@. is able to
L ﬁmw. and in that case it is n@@n@mgﬁma as a “component part of @333. In the other case it is
- “considered as the price paid for the use of mmbm: and is discussed more from the point of view of
~-an income to ome of the “Ranks of ﬂwm people” for whatever commodity the land may be used.
t " Smith represents. rent in the former sense as being équalized in all the different uses to,which
. the land is nm.meo of vaq m@m&ﬁ& D In the latter case he generally represents it as beingsa “surplus”
“above the “ordinary ?.ommm ”-on “the stock which must be wgwwo%aa 7 in ?.omcnao. the commepity.«®
-But his differeentiation is not quite clear. ; g
The confusion was: mcnuwmwmm by the mmoﬁ that West, Malthus, and mﬁom&o all wrote about rent and
i  price in connection with a <m&\. practical muoydo& question and with certain presuppositions about the
j , - difference in the « returns ? to « agriculture ” and “ manufacturcs ” which caused them to emphasize
1 R o ,osq a wmwuo&mn mna mxwosrmw side of the a&mmon between rent and price, or marginal expenses of
. production. men is, these writers  looked at rent as payment for the" o.mzmw& @osﬁ‘m of the soil and

. »ooufso mooocb»ommuo mmxwﬂmn H.mnw mm& E\.Qm.mnmsnwaam 0m @wOQCno ﬁan cm Huo“:\m ocﬁ further
reasons for this conclusion. :

¢<m wmcd said that all of these writers wrote with’ m@mﬂ& reference to the corn law discussions  of
1813-1815. - This was especially true of WS@&O and West. While u_\HmEEm wrote in this connection
Cit seems probable that he had organized his” ideas on Rent /moBa years before:®  but- they
were, at -any  rate norooﬂmm during  that mxwocrmﬂ ﬂwﬁo& of the extension of anmmw
‘o&ﬁamnos to poorer soils and the more intensive working of the old Hmb&m in ‘order to B&S Qooa

; o — ) 2@&3 of /paonn ‘Bax's m,.;uo? Hummmn Hm@.ﬂ mm -
™ S - . ’ va Hg@ Huawam mm..w.umn LT B - .
o : “( u.v Z»ﬂnn and wuomomm of uwog .quuonm b&«gmasna? SEP L

‘ : mﬁ mwonmqm of :5@. @woazom ” acm to the oﬁﬁ:q om. of 569@ during ,&5 Napoleonic wars. A
| ; Very cursory examinat ion of the @wB@Emw in which the theories of these. writers were first set forth
- makes. this -evident. West's essay  was written with observations shewing the impolicy of any
great restriction of Qmm pﬁﬁo«n&sos of corn”, and right after its author had read the reports of the
~ com noﬁBﬁwwm m.,:?xm rmore, the author mmv»m that he was “induced -- -« to hazard this publication”
‘meo,( 1t ﬂmmcmq of pariizment” by ¢ ““he J.B@Qﬂmw,ﬂnm.om., the - principle ” which “ occured to” him -
. “some. -years” before “to a correct Soowmﬁmsmaq of many parts of the corn question”.®  Malthus’
- .;&wpm were mmﬂ forth in * An inquiry into the Nature and Progress of Rent” and “The Grounds of
" an Opinjon on the Policy of Restricting’ the Importation of Foreign Corn.” The author states in &m.
N L ma<m3m083r to the former of these that it contains some notes on rent which he had collected while
i | ‘ nmmnqu at n.:c East dadia College and that « the very near oomnwxpow of the mcgooﬁ . .with the topics
” e L 58&5&% under discussion” has induced him -~ to hasten its mmwmmwwsoa ” He speaks also, on the
: . first-page, om the « Emoswmﬁomm which are now going on Rm@moamm the Corn Laws, and the effects of
- o . rent on the- mnom of raw produce.” 'Ricardo gave his first statement of the theory of rent in his
“ Mmmm% on The szmwom of 2 low mnom 0». Comn on the Profits of mno% shewing the Inexpediency
of Wmm?woﬁowu on HBmonwmos aﬁm‘u W@Bwnwm on Mr. Malthus’ Two Last Publications,” that is, those
two Jjust mwo«d mentioned. - All these @m.B@Emnm were published within a-few weeks of each. oﬁﬁov
and within a few months. after the ?&wanOb of two sets’ of reports on Grain and the Corn Laws.
;\wm these “writers published. their ideas in.an effort to aid in the solution of the corn law question..
" The most authoritative writer on the history of English economic history in this period says, “ we
,..mnm&&mvﬁm& .- to the OOB Law controversy . of 1813-15 for the Ricardian theory of rent and
w «%mgvcﬂos n onsom& w.omm with the @pB@EmW e&aﬁw wnoomaom it, Ricardo’s wnsoﬁwmm of Political

.Q b} :,m bv@ro»aou Om Ow.»oamw nc Hbma Hollander’s Wa@ﬁﬁ Hummo m .
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o umﬁom of their. cwmmcm@oﬂﬁomm et us see Sw% some of them. were.

- product, Hoom ‘The meﬂ@o?nm& “were naturally in favor of cheap raw .materials to be used in

. 2 mmoumoéo émuy W% a WQE% QN on HBmomm“ m Smw bmﬁzm& that the Eﬂmnmmﬂm Om nrm Q@ mow&maoﬁw
.. should be set over mmmsmﬁ theirs. » C

T .?& as Cannan also- mmw.m. :

,.W%@ price of such @aomsoo higher to Qa city populations.

are  Cmim TEE 8 B . | a0 108

-

MoosoB% and Hm%mﬁoc is 5&:3@? msocqw Read without .them it is the happy wzaan ground
. of the false Mbﬁmamnaemw.u.av H?m Hmﬁoﬂ is mmmmﬂmmv\ true with reference to. the ‘rent theories of those
o m,,“.,,,..énﬁonm., o |

“In view of thése mmoﬁm 9@ c(ojbﬁm of an Bﬂm%amnmﬁoa Om %m mwmo:,mm Om m:m 3.0:@ is a ommmwmw.,

.

In the first place - writers on the oozw law question were paying . @mnmoﬁmw wﬁgﬂon to mqnoﬁncww

ledwmﬁ they say of rent is E»&v\ to apply peculiarly to agricultural or- rural ﬁwbﬂ The problem
~was one. of m&rmﬁamsﬁ om no:muonu interests . between two classes in the community, one of which
. &m& wmom in a Hm<0noa moﬂﬁoﬂ and the other of ‘which. was. u.m?&w. demanding qwom\nmm conside; ation.

. They were attempting a solution of the conflict of interest between Qm “ Hmsamw interest” and. the
newer 5@53& and 88339& @O@Emﬂosm of the’ cities which wmm 8.0«5 up after the Hnmzmnn&

L Wm«o&ﬁoq. ~ The. osm ““Rank of the People ” -gained its living by wmnm?.ﬂso. -rent . ﬁ?oﬁ was paid

from the selling prices of rural wmoacnw# The other o.mEmm its living by anzmwowc,zb and  trading
Some of these were “ monied ‘men” who stmﬁoa their - capital” in ¢ Bmmcmmnwcwmw ? or A: Wmmmu%‘
The om‘ﬁnm were So%mwm for: wages mmm were: mEEow.ma by the 8.@3&6? ~The city wowamdosm

_were, aumwmwoa wcnowmmmwm of the very ooBBoa&wm which the rural wo@&waomm sold. The factories

required certain of the raw. materials for their mills and the workers had to buy the ?\Eo%& rural

mecmmogdmo. and 9@ laborers - were bmﬁﬁwzv\ anxious for cheap.food and &oﬁwﬁm« The not unreaso-

: em@m belief ﬁmﬂ wages varied. with the « ‘ price .of food ? made their meHowmnm o@sm&u\ anxious to
- keep the Price of “ cotn: 7 low. Oommm@cwsm% when - the “landed interest” noco.wn to retain the

ma.,\wsnmqom which Emw. had _enjoyed.- in high mnoow due to - &5 aNoEwon 0». imports Qc:no. the

o Cv nbbbp: Theories cm Hvuomc&“on and, UBSEES: wmwo omm

. “The writers of that group 9@ not @Ew of. SEBQ about the relation Gmﬁémg economic rent and

i 2.6 prices of urban mnomcorm. Wmuﬂ as: ﬂwo% were interested in it was @m%Bosn for the use of rural

land. City rents were -not a chief source of income to any .arge class in ‘their society and’ they
did not- OObmnERm.Hmnqm element in the ﬁog selling price of the goods furnished by city populations.
Entire stress was placed, 90?».9\9 cwos ncn& Ho:w d&:Ho urban rents: S.Qo 358.@@ , ‘
| Egmw\mwmz says:— : AT B S
Hg% supposed that “ all 5@ land: S& Uo used for anocﬁc«% purposes, with- .&o o oﬁwmom 0m
building sites, which ar¢ a small mB@. :ommv» m?@a wns\n of the whole”®" ‘

© .- merchants and. manufacturers omnmm ods,w@ .&m land’ on- 2?8 mwﬁum counting ‘houses, and

. factories were built, but this" ‘was uoqm&& as m.. small matter which’ did- not "suffice to turn them

© into ¢ Hmm%o&mV as the- rental value of their premises wauld be Qosomm% trifling in @nowonuon ﬂo
- their gains as Boéoa 3@5# ‘Land in towns was practically ignored : 7@ - : . e
wa.ﬁ thé Ricardian s.dﬁw.m dealt with, gmm ﬁmw rural 7ent. nﬂﬁ% -wanted: to: rboé évwﬂwmu or not o
the payment of large sums -to the Hmb&o«aw in rent out of the selling price of- Hﬁ& @nom:nm made >

~In the second place the- Wﬁmw@mnm thought of the land baving o&% one-use. It was taken from

_ nature and it had no m.z@mwmn?o ‘but to aceept the return- which it could - ‘gain in~ producing raw
- produce” or_to return \mo smﬂcww. HWm% nwozo&m of Qm Hmﬁa having no- nogwwnno. use and mmacnmzux ‘ |

. 3:.. : ,.Hu‘ 3 &‘u&pz mduQEou Om Mnovou.bwomv wﬁw mg 5 _.u:mo A,w» 4
. ANV Ownbwﬁ ‘Wealth, Humm& ab-wma :
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= thought of the return &ooﬁw the mn,ocsﬁ nmnmmmm&x to reward mﬁ nor-land - agents at their 1
| | . o rate as a “surplus.”  All these writers mwmmw of the taking up of Mmsa from nature and Mmmsowm
ﬂ o R MoH. Bova HEWQ and for more iptensive ‘working of land as the @om:wmmon grows and the demand for

food” or “raw produce ” SQ.mmmmm - They make no ‘mention - “of the competition of different ki ds

of mo.nos#ﬁ& produce for- the use. of the same land and do not speak  of the value of rti :w .

;anaw of produce. They thou mwﬁ of “raw ﬁwoagow ¥ -as one commodity. perticutar

R In the third place all of these writers assume or explicitly state that the vno&sodon of « fa

. SEE ctures”? and raws produce ” are subject to different kinds of “ returns.” All “either stafe OBBE w..

‘ ﬁwmﬂ;moﬂo tural  production - w.omoaam “ diminishing returns ”’ - while Bmucmmgcwom ?”" follow wn uwnmu\

o oosmnmun amﬂcamw to the units of labor and capital applied to them.(1) : ) owmn
 What then was the picture which ﬁwm% had in mind and what was their «oEwB ?

.Z._o% saw- society divided into three main groups. As Cannan says: « mﬂoz&m speaki i

- could be said that labourers lived on their wages, landlords on their rents, and MMN.BM% e Y w i

: A.sm Bms&moﬁswﬁm on éﬂn profits.”’ () vﬂ\ﬁv\ thought of “the land” being given to the 3“ OM,MM mb?m

. “raw produce” and as having ne m_wmgmn:‘m use.  Its earning, was, therefqre, a « mﬁwacm HOW )

NoH.o which was its omwv alternative. The earnings of the other QOz? were not 88&2“& ,M,Ma‘w

vmm mqﬂmwbmﬁ:\mm. for they could be wzd to either urban or rural onocwmdozm Their ear mM b .

equalized in the Qm.wnmb.n uses could not be looked at as a mza&cm. Ricardo says : e, e

S “ .. the wnow ts- on agricultural om@ﬁ& cannot Bmﬁmmm:% vary, without - oonmmwn.n,zuo, a ﬂa,:
" ¢  variation in the profits on- capital employed on Smsammoﬁﬁ.mm and 88838.: ?V e

. : o 1). West, The .PE.u:o.mGau of Ommxﬂ&. to Wm:m Hollander’ B
. ( er’s MQ P
, S @EH%E. Mwa dw.wﬁo and Progress of Rent, Iollander’s - By MMM%N:» o \!
. -+ =" On Ricardo on this t- ’ 4 )
ey Tmaigrdo on ¢ Huoﬁ see ﬁpamw»ﬁ wano%wnm Page, wg. o o T .
et -G David WS»&P meww% on the Humﬁmnoo om a Hbdq Price o». 003 on H&o Profits of Stock, m.wo‘ 2nd E4, Page \ﬂ . ,nm
| R , | e ; | A ? ) i = /> 100 "«

| e , ﬂum% 933? of rural ?.om:no set over against E&mb produce. The seeling price of rural produce
| ‘went to pay émodmv profit, and rent. The momBo. Hudoo of urbag vmo&:om on the other wmbm went
to” @w% om@. wages ‘and maow t. Their @cwmaom S.wm D¢ Does. the fact that’ Hms.qw sums are paid out of
%v selling price of H.E\& @womcno in rent to Sm st%oaw wam the unit price 0m such mnoacoo
?o&ﬁ. to its pur chasers in the cities?’ . , .
o ‘J,»m: reply was ﬁ,mﬁ the price was not ?qw omnmzwm a rent was @8& but that the rent was @80
E amomcw@ the price was: ?Qn : and that the same mBocar ;om wnoasom would ‘be furnished regardless’ of
vhether the econom iC rent were @?@ or mot. “A tax on nmnﬁ EOEQ G mmz .&wom% on Hmm&o&m
mu& could not be m?m& to. m:% class. of oonmcamﬂm.:fv e
‘é‘m ‘have to ask éwmmson or not \%mmw were' H.mmmomw_um.w m.wué.wﬂ.m mdn mum ‘question »ﬁﬁo i.:ow,
o @3\. were dealing were @o% ‘Emnmoa in saying that" .woouoBﬁ ﬂosﬂ was. an effect and not a cause of
- the ?qw price of foori? Is economic rent of land one of the’ mAHuoumom of m:.onwcamq ﬁroﬁo units of -
. raw mﬂo&com which are on the margin of not being produced at all? Or, if we go @ow ind prices 8 .
. the movements of waoazgam power which Tesult in changed supplies, Bwﬂqémw sﬁéwm and m..rowmsod
ratios, can we say that those powers of the Jand .&?nw are not bo«gu% momnno%ma in the muwooammow
of @noazoﬁom are among the powers which are shifted from use to use, and by s?g the o@cEg‘EB
of supplies of rural and urban products are brought about ?
~ We answer that the &Pmm,o& _position, in whichever form Sm state it, was ﬁwo only mowmoswgn;
@Oméom for ﬂwo:. @noEoB Hm we look for the points. at-which raw produce is on ‘the «.mm.noﬁ of non Rt ,
.JQSQ produced at all we find, as z‘.&\ stated, that it comes ‘from those @OSG at- which no rent is R
. paid. - That is, it comes m.oB land which is so wooﬂ as to be able to ‘pay no rent Wmowznm the . total
o @396” from éomamq it is only barely sufficient to ﬁméma the non-land agents naoamm at a&:. 5

Qv Upﬁa Wwom&ou wuﬂ,oo,o les’ of. Nun:sn 1 Economy wua. Mm/pﬂon. Hum/m Edition, Wme 154, Section 62.
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o&SmQ rate: or it comes from muo mﬂuromaomm of those units of woimsa agents which bring only
- sufficient extra return to Hoém& ﬁxmBmo?n"m at the ~ordinary rate, although @6% work on the better
 pieces of land. Those. unit, .Om the @aoaroﬁ from above this intensive an&s ” on the better pleces
~of land are not- on the anws of not being @3@50& Hwo% would surely be vmoco&n to market in

3 mwno om a fall in 9»8 : ».On their value would still be more- @ums msmmﬂmmn \8 reward the non-land

. wognm mn as good a rate as ﬂ;ov\ could get &moﬁ&omo and,” at the same @B@ leave moBmwao.
for theé. oé:on of ﬁmm Hmnm The « owner of the Hwba SocE be- glad to woomwm whatever was offered

. dmomcmm his o&v\ mﬁﬁ.bmw:\m is fo receive zero, On the ogmn hand, a fall i in the @Sno of raw m:.oaroo
il cause the prodacers of &80 units m.oB the « oknnsv:\d and’ Bﬁmmm:\.o BwaoSm > of wwoacnﬁou to
cease. “For if the wovb? vanm was onl ly sufficient to give @Do uou;ﬁnax mmmmﬂm oBmvHow.& there the
:o_\BmH rate s.,mw mom\:aq for rent, then the Hosma price boé Om@da will allow thosé mbdbﬁ Homm

: mem ﬁw&\ could get in. urban oBEow.Bms& Hﬂ may be gmn for some aowmos bosnuwb& agents from

- other" points will be more ﬂg&\ to pass o<m;. to the E.Gmu ogﬁumﬂonu But Hm they do so their

RIS o Am&mnmm Wwill be taken, moﬁdm:wu g those agents To% Quw Q\o mon indicated., Hw_m will be trne
S ; vmow&m it is 808 ‘advantageous to m%@a\ agents at "the ooSﬁm above those margins.  Those were mum‘

units of the supply of raw wnoacno which were on the margin of not being @aogco& at all, and for
‘ the mﬁoazoﬁom of w ‘hich the mﬁoo of that @H‘o&cam wwa to remain at the aogmw amount. kPw @6.

C : wﬁo@&&ﬁ said, redt formed no @mﬂ of “their wxwmbmmm of wnomcnﬂos.

- Soif we ask swm\n are the agents of Hunoacoﬂos which are shifted zoﬂ.Bmzv\. from use no

>

use at

the points at s?or Saw mcm%wom of rural- and E.@mu @woacnﬁm are kept at mwm m@ErUHEB amounts.
Hb this sense also the Ricardians” mwuéma is SQE”. Hr-qm the sos,Hme mqmuﬂm Sgov are so mwn.nmg
.m.oB use to use. H?w is. Emﬁ Uoomc% mnoowdzuu no 99& wwﬁo@o&m @o Hmma wmm no mﬂogmﬁ:\.@

Hwov» ooum,awwma womﬂ wm a m\nnom% Eamw Qub mb& ﬂoﬂm:v\. Hobop\ma E.vmb wosrm .ﬁgmvx .goco&w

ra

T e

o A A A0 0

. , l _ ations but
; £ L‘_m ea 35% of mos.H\Sm agents _uoSQ mwwwodam.ﬁ&% m@cmrw& in rural and urban oRcwm; ey of
¥ y “ here was no pPossiD

“ back to nature. The |
« " must be used for “raw ?o@znm “or go sl fo |

9% lond »nﬂb :Emm&.mngmmm ~or “trfade.”  Non-land: agents shifted among the Qm.oamsﬁw moBEoMm | °

. : ng w
i 0\.5 nd thus brought about an: m@?oungmdos \8 BE:UHEB non&&oﬁv vcw no such shifti
m- N . - . : B N

Bwsw

le for “the land.” - P g ‘oduce,
@OMMNMQQEQ as 90% did the noqma\n Om Bﬂmnmm\n Wmﬁémms @o momﬁ.m‘ msa @&\Q\m of rural pr

as one of rural

. the Ricardian economists were" justified, in their day, In considering the rent @cowﬁoﬂso‘ those utilities

- .H d, and in supposing that rent was a SmQ:S@H@ matter in the: mxmwsmw of produc Ma ot fon
. land, an sufficiei

...mﬁ.bmwﬁm by the city @owﬁmﬁom@ Fhis. does not mm% that msow mmch@ﬁomm 20&&& with that. problenm

the construction of a complete Soo&\ of -economics.’ . But @mw. e e o%ﬂw%m ere, as one of them

. : T
he relation between rent and price. ey w
wrote on the question of the r ER—,
When ey mggvzawq to the wc@ro mﬂoor of Wboimaqw .. at .&6 time Swg it” was

said in this oosmmonos

S kely ‘to be zmﬁ.&c o , .
g HMMMn %m MWE turn to the wwogmg of the economic HuwHOmoowQ\m. \Egmﬁw is the problem of formulating

..... “Theory of Exchange” and it must analyze the forces affecting the m&owmnMo HQMMW mwoﬂwwmwﬁo,mw‘
@ﬁowm of, all kinds of wumwﬁogmm -commodities, Uomu urban and rural. This nmwm me eopecially ]S, Ml
- rously by Jevons, although: mOBmﬁqu had been done at it vu\H mﬁWaMmMﬂwwwsa cirrotin &BQm that
 whose: ‘position was $0° mm.ooﬁ& by Ricardian influences 8. his early e , c ° o « ,« :
e oo bl ﬁ”oﬁm%om Wmuomwnw mMW MWMMMMMW had been solved and Qmsmnwzuy mo«qoéﬁw The MQ.M
Hwawv»bwm\“mmu HﬂoBoé& mba England was, just becoming the “work-shop. of the world 7. Her foo

f had -been
upply was &noma% @ocqu in from moBm ©of those distant lahds in whi ch Jevons NEGMHMR M | been
ma@@mwmmo.ma to mwmsa 'some - ﬂBm H.bm nowﬂmn\n wit W the ch.mﬁw:mp Bﬁn. and " his
priv f

- & :% POR
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NS&VAB& rather nwmb mmw&% @H.momo& wnc&om ‘made ?B soon aware of the limitations of the Ricardo-

MMl ‘theories ‘considered as a ooBEonm scheme. But he was too close to the proponents of the

, u.»moow@».& system’.to M&mm those - “self-satisfied Hm&SQc&m @WLOmO@?nw:w‘. He considered an entirely
different” problem from that discussed by the Ricardians, so far as the relation between economic
. rent and price is n.owowganw ,mﬁuocmw 5999‘ he nor any of his predecessors .entirely &m.awmsmmﬁwm the
two. | | | | .

~ James Mill and Hf\nﬂczoow wm.a mozos.o& mﬁom do so QOm&% as 'to ‘have seen only his cH‘OEmB

- m#moc&a the latter introduced some ‘confusion 3. womonmau incidentally to urban rent as if it were

included in the theory of Hﬂﬁm&o W3S, Mill i is ‘often spoken of ‘as “ transitional *" in the aé&omeQ
of moonoBHo science.  That is mzn&% .S.cn with H.wv@moa to this question. He is often supposed, ‘on
ths other hand to have handed on ‘the ?om&ﬁs theories' almost intact. But he left them conside-

‘.H.m@? modified, and not quite oozmmﬁmum% wQﬁoQ He appears to claim that, “ Rent. .. forms no part
of the cost of production which amﬂosﬁsnm the value of agricultural produce 7® But wo, iefers to the
,,ooB@mmmoa of different uses for the same land and states that rent “is an element in the cost of
- production ™ in such- cases.® - He also takes up urban H.wnnw and says that ““...since all factories are
~built on ground, -and most of them in @Hmnmw ‘where ground is peculiarly <&zm§o the rent paid for

it must, on the average, be ooB@gmmﬂmm in the values of all things made in factories.”®
- It has been suggested, and is perhaps true, that Mill. did not think all these wnowoﬁosm “through |
in"his mature u\.mmﬂm Hﬁ is perhaps also ﬂ.cm m‘wwﬂ he. realized more fully mgmn &90. who are later

Qv Snﬂp:oosvum m&ﬁop om The Wealth' o». Zmﬁogmu u.uw@o 447-

(2) J.S.Mill, Principles of muo:?o& m‘,oboﬁw.v wr HHH Qp. 5, Sec. 2
(3) Ibid, Bk. III, Ch. g, Sec. 1, Art. IX.

(4> 1Ibid, Bk. HHH 9 e mno 6 ‘

1

- mernnan

usually mo\ Just s&.ﬁ the @Smcwmmmﬁopv of gu Hﬁnm&&su were, Mill mentions urban rent and the

~competition of different uses for the same land : ?8.?0 dida’t think it necessary even to mention

those matters. Mill seems to have realized Qum.n their mqum that “rent does not enter into the vmnou
of corn” was o&% an mmwwnmn.os of @6:. theory to a particular problem of their day and that it
was - not Eoomwnmﬂgﬁ with a ﬂwoo&» Sgos mwocam maintain that, if particular - kinds of @noaconm were
voonmao«rm the necessity of paying rent in onmﬁ. to sccure the required amount of land was as effec-
. tive ‘a check on the supply of such noBBomR% as was the necessity of paying wages to secure the

labor required: It umev ‘at any rate, mgmﬂ he Qm rot nosmm&wn his statements to be ocn of Womwmnm
with those made by prnmao. : T , .

- Jevons thought that his own theory was a @82 oonﬁnmmaaou Qm. Ric Q&Om maa with some Emunm‘

he accuses Mill" of. inconsistency. - But  this - mwo&m have led ?B to investigate why earlier writers
had written as they had. m,m}wou the @Dmﬁmv& source of confusion inthe Qoo&w of this' subject

- ,,,\\no&mw. is in Jevons - mmmm.mo. ﬁo 5«.@%3@8 ‘the purposes, with which the Wﬁnm.&mmsu had written andin

setting himself up as against ‘those énowocwomaoa ”? men.

Hu.aoB Jevons onward the confusion of ‘the two problems has been mMBOmn ooBonww. In onlyafew
cases has the oﬁmﬁmmoo of two problems vmms H.mooqﬁuwu and then the results have not been fully
- realized. Tna scBUQ. of cases -the m:\mmsm@o&@osw mb& arguments mmmm in the two problems " have

muman hopelessly confused. = : S
" 'We have seen that Ricardo ma his 3.9.% gave ﬁrm only wom.wouwgm answer to their problem. We
,wmﬁ ‘also seen that Jevons’ maa his group gave the om%omﬁa answer to their problem. We now

~ have to ask whether theirs was a reasonable andiwer. Is economic rent of land one of the expenses
o of mwoacﬂmq those units 0m a particular ooBBoQQ s&ﬁw are on the margin of not being produced
at all, when Qm.onmzn ooBBo&ﬂom 88@@8 mQ. nwo use of ﬂwm same Hmna 2 And to go abck of this,
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L L T e those powers Om land Q?nw are not in need of replacement by . man. among @51 wmqwmm»g@mr
| , ~are shifted from ‘use to use at muo points ,at ‘which the mcwv:om of the %m.nnmzﬁ 338, Jar 8880@58
Carc kept at the omc:&ﬁcg amounts? . , S
We' answer Smﬁ for %@ @wowmoa S?&o they &mncmmo& these ‘writers also gave the-only true ans-
jm?ﬁf They mmw. ‘that ‘rent and wages enter Sno the calculations of ‘marginal. expenses- of produ-

- ,;‘..oﬁon of ‘particular nOBBO&E@m “ on wNmnmuw 9@ same moonEQ 7. Let us look into this. -
¥ . Tt will appear that the answer should be &m,o«mmﬂ in this case: Gaomcmw the conditions of the prob-
R USRS lem are different. . The ommmnamH “difference in the’ conditions is in the fact %mﬁ 1z the problemi of the
_ = | . ,33?\& o group N\R“\m &8, 710 3&%&83 use \&\ the land, wwhile tn this %\Q\v\mﬁ there ave such compet- .

-¢ng wuses.  Ricardo never thonght of saying that the' earnings of land were the same in different
.‘ogcwwﬂomm because sw @oc&aﬁ of land as. voSQ applied to only_one occupation. On the-other hand,
= , ~Jevons HBB&&HH% makes it clear that he is thinks of the land as used for different commodities - and

ST | UmEo. turned to &nm Bown mmﬁwﬂmo.mo& uses Emﬂ as Wwomao nwocww\n of labor and capital vmﬁq turn-

“ed.” Jevons says:— o
I Mﬁgo ?599@, émmo ‘emerges is ‘that each portion of mem should be applied to 9&“ culture or

“use which yields the largest total of atility, as Bmmmcﬁm@ by the <&co .of &uo wunoacoo i. " other-
. wise applied. there will be a loss. ” @, e ,« . u.v _ |
»PWO that competition  between Q\omm for a piece: 0». Hmma is “ the rule ”. (2).
‘H?m is just the same OHSQMUR which- Ricardo found with respect to labor and om@ﬁ& And if he: ;wsnw
‘ever considered .._‘oe.os% problem it is likely that he would wme.m used it with respect to mea : WF
as wo saw Hmpa it mzwmmga 90 SooBo to ono Om the Q:mm ‘ classes  of the - | ooBBcEQ ; and its |

I3

Qv Ho<oa »wo Hbaow.w of Huobﬂo& Hoooon&a oa MQ.u wnmmpqnv wmmm xlviii. ,
“(2) Ibig, wuuomwoou wmmn MHE.H.‘ , , : , i

:f »:l..},..A:.....;;:!,;.;f;:?i. ”.‘Jsﬁﬁq?ﬂduﬁ‘,,#i.::..

nm:ﬂ was paid for the ?.o;zoﬁo: of one ,Bvozmﬁ 95@ in ﬁﬁ welfare Om the other “classes of the
OOBBCEQ 7o It ?.omco& “ raw ?.oasnmp ” mu@ was  good for nothing else.  The answers 1o N\RK
N&Q Questions were \v\&nm\\ y &\\m\wi w&.ﬁ&.@ N\& %&\8 1S and conditions were. «&\\w\mﬁ .

Let us make 2 few suggestions as to @m results of this %mmﬁos? of conditions. . - We shall nrpu ‘ :
BQome those - woﬁnm at é?oﬁ 9; shiftings S.?ow result “in ‘changed m:wormw oJﬁ the Qm.ﬁ.maﬁ ‘
particular noBBomﬁmm occur and- mwo w mgm*. \}om@ powers of theland which are’ not bOanzv\. men?
-oyed in the’ processes of @no%oﬁou m«o w?mnma in the same way that so;-gmnm @oéﬁm are: and mgano- B
fore that rent is one om the woommqu. payments for wo:m ing the normal amounts. of. land in the pro-

‘ acnnow of any 00880&&\ and hence for Wom?sq ;m mc@v@u Bmwﬂb& utility mbnw mz\.oo at normal:

In the m?ﬂ place; the vwomcnaow of any ooBBo&@. requires som of all the @,m.cnoﬁ kinds of ?o-
ductive power. mcwgmnBonm mgomw different T:mu of @moocom:\a power may be and ‘are, to a very
, - large extent substituted for- each other. o : | -

: “ There are, for example, mp«dm& Smu\.u to - B\oé a WE&RQ vcmw&m of corn. One is, »o use

. Bcow labor with little - land, BmWEo. the land produce a Wmm.éw Q.ow. but getting a small m:.o&zﬂu

. per unit of labor: .Pnoﬁrwn is to use little labor with much land, getting- a . -comparatively light

, ‘ - o _Q.o@ m.oB the Hwnm but enabling the- Iabor to produce a larger amount par -unit. Which is the
‘ o ~ more ooosoBHowH 'of these two ways will depend upon the relative cost of land and labor....... *

There are also several ways. of producing a ‘hundred - %Edm of cloth, One is to use .muchk labor

 with little BmgSmJ\u driving 9( ‘machinery at a high rate of speed and making it turn out a large

Hs.oacoﬂ -but getting a ooﬂo“ﬁﬁ:ﬁw% small  product per unit of rm@oﬁ‘ bbormuw is’ \8 use :Em.,
Hm@ou. esmy much Bmo?m@q e 2B e S : e
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Om nocwmm it would @o .@o&@m to’ @H.omcnm the one hundred yards of cloth by using a different
amount of land. But it did not occur to the author of the abové paragraph to suggest it. W.ﬁw&o

A. o .,;,arosqwr too that  the 959@& ‘way Om Bmmcmmo.nsmnq was by the  use of labor and Bmowﬁwaa
" He felt the land U»Homqwa in- quo&wcno. But in Jevons’ problem the land was put- on the same

,mooabo. as; labor and capital in the- Bmgnw of alterhative uses, P
= Agsain, every kind. of Huwosson;\.o @oémw is paid | for mooo&:wq to: the same meQEm Om marginal

roductivity.  As. Marshall- says: — : :
Hu «“ ﬂiﬁu\% business “man -: - msa@»,\o? »o aBEow. amow ~agent up to nrmﬁ @oﬁn at which its net

_E\o&zow - (i e, net. m&&ﬂob to the value o*. ?m total @nommoﬁ -- would no-longer exceed the

price he Soca wwﬁw to pay mow. it @
bb& as Carver says : — TR : | )
¢ ..the wages of any @méo&m_. rSa of H&ooﬂ Qa@msa cwos its Bwnﬁu& ?.OQEH - - me same

Claw mvwrmm to the rent of land.” ® - _
B A_\Sﬁw all the different me.oH.m @md moH. at 9@5. anQS& productivities the total product of any- co-

2

- ncern is mmwmamﬁma and mawB is no - mBocsﬁ which  can _properly be called a mm%wcm.: @  In .the

_mezo& problem the REQ to- Hmma was quite wnomomv\. thought of as a wﬁm@?m ?. That was ‘be-

omcma all the land could earn in “ raw ?\o&ano ” was a surplus above the zero amount which it could

earn omgwmsmw. The onmm,o& moosomamnm never mgomqwn of calling the earnings of labor or capital a

:mE.@HcW: ,UmomEmm ‘their @mwébmm were supposed to wm o@cm:um& in the different oB@Hou\anwm to which
?

ﬁgw% .29\@ mEo to .n& m Land, having no possibility of shifting, received éwm“ was left”.  Butjin

AC This is somewhat E.E.uma by ‘the fact of Q.Su rotation in agriculture. But even Qonam qu Wmm competition :
: ~for a commodity must earn its place in the rotation as.well as earn its E.poo as the sole user of the . :
-(2) "Marshall, Principles of Economics, 7th Ed., . page .»om S
(3) Carver, Upm:uan_os of Wealth, pages Hwo-GH. .

& /H»Jv. writers bp<o not UomP mﬁmmowabzv, clear as no the ?op that ali agents are paid mop‘ at their marginal Eo&uoﬂﬁ.
A\

-
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i Sam and that .aw,mn this g done ﬁm 393 @nomnnn om a given w«opﬂoﬂ:\m organization is appropriated and there is mo

wcukc.m ”. Other ﬂﬁﬁmnm Have mvormn as if ‘Payments . according to marginal @uoanoﬁﬁﬁw were 2 rigid thing and that
- they were quite v@ou& any infleence from higgling. Persons who have tried to secure. higher rewards for :ertain
‘elements in the society have been told that since mménmf of miw\% kind were determined Ly “ marginal productivity ”
there was no possible way of owmumsq the situation oyonvﬁ by makicg the particular kind of power more productive
in-its anmﬁmw uses,  ‘But 21l azm is due to 2 failure to recogaize the natare of marginal prodactivity., Marginal pro-

R ann is pot such a mExuNo matter as mere arithmetic. - If nature had been so obliging as to divide all kinds of productive

‘power -into cbnﬁmﬂmrwdq defived units that would have been true. - wn_. that is just what nature has not done. ¢ Natura '
" non facit saltum ?.- The owners of the various agents Hui.. 58 a given productive combination must agree upon what
g amount shall be oonm&owo@ a unit of each kind of ‘power. For this agreement must be such as to make possible the
Hupw.Boua of all out of the total product of the oowoawu ‘ . R R
" There is much ?QEEQ oﬂoump&% o§”&5 prices to be paid. And to mozoﬂ, the discussions one would not know
aﬁﬂ 9@8 were such 2 Sﬁam as “ marginal vaoanoﬁﬁq ” about which the economists talk so much. And in fact there
is no such thing. There is- -marginal productivity. but it is-not fixed apart from human arrangements because the units:
- . of productive power are not m/& apart- from human. arrangements. It makes a great- difference what the unit in each
cass is. And the bargaining for wages, rents, Hb?.\.nomn ‘ete,, -is, in the light of- marginal - productivity theory, only
‘argaining 1o determine how much of each kind of woﬂmn shall be considered a unit. An illusdtration will make this clearer.
Suppose that 100 am.,smtwsmﬁmopnb laborers are onHowm@ in a factory, and that they are to be paid according to
“ marginal productivity 7. It will make a ‘greal difference whether we count the labor of one fran for-one hour or of

one man for one om% om Sa Worum o~ o». ten Bnn for oEw mp¢ of 39 ‘hours as the unit of labor.. The following table
: ,u L?wﬁﬁm.ﬁ?m.

" Number of S‘ou ; R Time of Sonfno . Units of Product.
@O;...,,...-.o-ua....cc-;.,..-.,v.-..-.H Q.U.Aw Omdﬂd. DOG.HMoo-......;....A-..!oy...-a....,;-.-smmo.,,
mwh......'./.‘»u..n.. ...... LR P P ¢ ) - ” O L T s-rgoa.
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o ﬂwo‘@ﬂ,ozﬁd which Jevons o_oum,m/mow&y land is in the mmﬁm_ position with non-land agents. Liks them,
. it'is paid for at its marginal product, and like them it is able to turn to a number of different em-
. ployments. ® I S L . S 3 i
~ . This brings us to ‘a third condition which is the same for the powers of the land - which are not

.+ normally destroyed in“the processes-of production and for non-land -agents. That is, land is shifted’
~ from use to smm,mn.mmmnowa of the best returns in exactly the same manner that the other agents are
shifted. The entrepreneur does not consider any one factor as central or determining the proper

SRS i*z*ﬂ%:-m%%,w%www%“g

’

§ T o -/ The marginal productivities for the different sized units are seen to be as follows: 1) If we count ro men for one
, \ . day of ten bours as the unit of Iabor, the last unit adds 8z units to the product which could have been secured without
,it. - The amount. for one man for, ,?m.amw is 82 divided 3«.@9 or 8.z units The total wage for all the men for the
day is 820 .units o.»... the-product, .mow... its ,ﬁmcm.,v (2) If we count.r man for 1 day-as the unit the addition of the last
- unit adds 2 sawm,,g,..o,,.ﬁ,.n‘.‘vwaasna ,awwmo,wﬁ.nocw.,w,r»,\m“ been secured: without it. The amount for one man will be 2 wunits
The total wage for.all the men for the day will be 200, (3) If we count (1) man for 1-hour as the unit of labor, the
last unit adds .12 unit to- the product which could have been secured without it.” The amount for one.man for one ‘
- day would be .12 times 10, or I.z units of the product. The total wage for all the men for the day will be 100 times
1.2, of 120 units of the product, (or their value.) - - - oo o
T ‘Ogmm,m%\awnnmo.w,$o~z,m@m. shown if ﬁo unit were taken in 2 different size and similar differeaces would appear in the .
,:n&o&,maom of the Kmnmmamwﬁnomson.om wbw other'agent of production as well as for labor. But these things follow no -
7 “natural ” laws. © The earnings of the different factors of production and the distribution of wealth is, as Mill long ago ® €
L suggested, mm@@&m& upon the “laws 2nd customs of moom&w ?, «The rules by which it is dctermiged are what the
. W.,. (/ opinions. and feelings of the ruling  portion of the community make them--* '(J. S. Mill: Principles, Bk. iI, ¢ch. 1,
, ‘Section 1.) Laborers and those endeavoring to -create some degree of monopoly in the control of other agents of pro-
mmoaommwmﬁ fully wmmownmumm the difference which the size of the unit added or withdrawn-makes to the tofal’ return
of the kind of productive power which they control. : L . L
(1) This statément does not deny that certain productive agents are fitted by nature for some: special line of produc-

‘ ion. " But - these ars exceptional cases and are, perhaps, as frequent in the case of labor as in the case of land. The
o B - earnings of those instruments should be considered separately.  ‘The great mass of commodities with which we have to
- : e - deal haveZa large proportion. of their units produced with non-specialized agents which might do ‘practically as effecient-
© ly injsome other use, - . . S Ct g Vo T e T T

- policy for the o%mﬂm ~He is Hocwmsmm for gain: and he ‘considers all the possibilities of using the
s B ;oosﬁo‘wv,v or can .m&b mo,ﬁ.mom,oﬁ mzm then mozoém the course .u%,wmnw will w,?ma him
f1€ greatest total net Teturn. -Land is, here, in exactly the same condition that the other agents are in
momnw, mum. mmwbmmm,m of land are equalized in .mn‘mnm,movmnwmﬁw uses, the same as those Mm the oth .
agents are equalized. Marshall states this well as followss — o a - -
" ““e-the uses of €ach  agent of production are , |
relation to supply that is, on the one hand by
| o@sdw.., put, taken together with the means at the command of those who need it; and, on the o
- Othet &mn@.«_v% the available stocks. of it. And equality i maintained between its vA\.,\wrxww“woy. each a _‘_‘w
e E.\. (the constant tendency to shift it from uses, in which its services are of less ,,<m,?m to others
‘ .M‘mwr.‘wg\w“nw they are of greater value, in accordance: with the principle or wzvmﬂmmm»mou ® Q.w
Fifth, the shiftings of land from use to use has -;ow,mnmvﬂ the same resuits in bringin . about nw ges’
o @m..mmmwmmm; of the separate commodities ‘produced a5 do the ‘shiftings of other .MQMQ The ;nwsdnmn
S w..mmmom Hmu@:b.oﬁ €om to cotton will adjust mrm«wc@@mom«@mnémmn. corn omsa cotton gwmﬂ m.m the wmmm...
ingof non-land agents at the intensive and ‘extensive margins of cultivation. So will the mwmmwwwm M. g
ow@. Hmma .wﬁo.B the @woaz‘o.mo_u .nm._.cmmmww_ in the form of .mow.mm.,msmk carriage ‘services to the waomcwwon |
o _motion pictures mm.‘mwnn‘ the ~supplies of those commiodities furnished in just the same way that th
training of former drivers to become machine operators would do, . : - v» o

i .ﬁ%mo facts ‘make it @.Omm‘m.E,m,,mo.;Bme‘ a further statement. * That is, when' we-think of rént as the

(z) Eﬁm.ﬂuv NnFS.Eo‘m;.Hom Econémic
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. é?nw it could be put. -
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,&Q.m no such mamuq as rent.

S cﬁr@u msa exchange ratios are to ameS the mmb
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- In the Ricardian wonmB it was ﬁ.&w Qm.n ﬁww same 953 would be

,,mm:ﬂq_ ﬁ,u%; NES

Huwoocom@ and in the same amounts éwmgmn the rent munmﬁmm or not. That is, the sarne mBosnw of

“raw @H‘omcow “would - wo brought to market vmomcmw the ‘owners of rural land wm& no other use to
- The ity land was .so Ewod% cant as to be anoﬂom City commodities
would still give their pméw&m ‘to capital and labor and 50 would the country lands. The landlords

7 could do no better otherwise $o the relative supplies of city and urban @womznw 80&@ be mgo same.

HWQH ‘marginal utilities and exchange ratios also would remain unchanged.

~But that would not be true where rent is the oom%omﬁ«.m amount from some @wﬂﬁuo&mu oOBBO&Q.
Waoacomﬂm now, consider. the greatest @omanm total which they can gét from ail their factors of
mwoaronon. ﬁumm @m% would consider Osq the - greatest marginal returns to their non-and agents
-and different commoditi es ‘wouid in many cases be @Ho&snma This is true because production curves
do not proceed nOQm.nwﬁ. For instance, ten Bws Jmay - produce 1000 bushels of barley on a given
piece of land, or the" _same amount of rice. But if the - returns to’ additional labor on that land
diminish rapidly maoB ‘the first, after wmﬁsq started ?Qy in' the @H\omzoﬁoz of Ummmwu S?Hm in gm,
@noacnaom of rice the returns start H.&mnswq lower and diminish &oé&o ,mwo Bmao.SmH mﬁo&zon om the
- labor will be ?qwﬁ. in producing rice than in the wnoacoﬁon of barley. -If rents @m& by mumnuoﬁmw
commodities are in some way non-existent, @aomznﬁ.m will mca&% momoé the @aoacodon of rice even
though the total value of the vmi@. crop be more. For ‘they are now interested only in the returns
_to non-land agents, and will: employ  them wo as to give the go&m% marginal product. In fact, it
would no -longer be to. the interest of the' wqoazoﬁ. to. mﬁ‘:\.w for @6 Hmwoﬁmﬁ total H\mﬂcgm to all

the agents. - And he Bﬁo.wn produce nOBBO&me giving - only a mamnﬁos of the total return received

AN

E&Q @5 present- &\.mnma IO AR

H&.OB what has &mww nma it seems that the moﬁQ\m ‘of the land Ewnnw are not moH.Bm:w. mmmmwow.ma

o

‘.,B mgm @noommmmm of production, ﬂoq&aow Sﬁw the @m%nﬁb\n of economic rent for their uses are treated
- ona par. with the other agents of production and the payments for their- uses, -We' find that like the
- non-land - ‘agents, land s necessary  for' all kinds of production : it may - ‘be substituted for other
“kinds of wosQ‘ 7t is paid for mnnoaSq to its ‘marginal @womcoﬂsax

it is shifted from use to use:
it carns the same mm..oz?m in all its. diiferent uses - = it is. shifted by the entrepreneur in search of the
T&me» return: it is :_:cmns& in determining Qm ‘commodities and amounts of them produced: and
it is camn.& in every ‘way. according to the principle of Hmﬂo.mmﬁ total gain. ‘

It seems, then, that the ‘payment of the normal rent to keep those @oéonm in- mgoﬂ customary use
is as necessary as is the payment of Iabor-atits normal wage in order to Wmo@ labor in its ordinary
- use, Prices are mmmosnm:v\. a ratio of mxnwmmqa and that ratio of exchange is the reciprocal of
‘the ratio of the marginal utilities- of the two 8880@&8 in’ the market. Now @omo marginal utilities -
“depend upon the: mcwmrmm of the commodities. . If any supply is to be Wmo» at the normal amount the
~agents customarily ‘given ‘to that @«oacoaon must be kept at their normal amounts, If labor is not paid at
its normal rate -in one of its uses it will leave. Its normal wage is necessary if the supply, marginal
- So with land.
_rate-in one of its uses it will leave. Its soﬁm& wmsﬁ is necessary if .the mﬁ@@&& marginal utility, and
mxor»qu ratio are to remain’ 59\8& ‘The_wage is thus a soH.BmH Bmﬁﬂn& @%msmm of production.  of

@w«coimw commodity ~ So’is the rent. | . .

Let us: B&nmﬂm the @OEG at- .%?nw w@oQ& noBBo&amm ‘are on mga 8&.0.5 Om not wmaq
mﬁ all. , L SRS ; : L
* We have stated that in @m W:“m&ﬂwm HunoEmB the' woﬁnm at which raw produce was on the marginal
~of not being produced. at all were at what are now usually called- ﬁwo extensive and intensive margins.
"That is, -on bo-nmaﬁ land- or at the’ intensive margin of o&ﬁe.mmon on. vmnnmn ?ooom of Hmbm Now the

shRe (RURD 8 8 S IES

produced

FIR

If jt is not paid at its normal -

-




;
3
w
%

e O e eyt g
i G T g gt et w6210 T - = - e

’

~» m " D CORHE 1110

e same tends to be true of any - mmnmocwm« product. .(S% the mmaéouéwvmﬂwcnwwp commodity also has

]%&

co ,.%%ﬁ@,.mms0¢p.%n

E:w of its mﬁuwdﬁ on’ the margin of not being produ ed’ at all “at another margin. - ‘This'is on what

‘ we m,m% call the “product nrpmﬁgq Bm:.mE: At this point etonomic wovm,mm one of the necessary
o o ..‘. mxmxwamm of production. L :

| - Some commodities in Bo%m mar Wmﬂm vm:\m some of- their units ?.oacnoa on ‘no-rent-land. If there

- is.a fall in the price of that 888090\ it is likely that @8@ units' will be discontinued, because the

. non-land mqgﬁm working there can do better by going into some othér “use. Those units of the -sapply

are on the margin- of not being produced at all and there is no rent in their expenses of prodction.

. B - All commodities have ‘some of their units @‘omcnm@ at the intensive margin. For. whatever use a piece .

~of land be turned to it has not the normal amount of non-land agents -combined with it unless those
agents be sufficient to work it clear up to the point at which the net additional _product “from the
Hmm\m application of non-land agents is just equal to &m normal marginal - product, and reward; of those
_agents. _ If the price of the. 8880@.&\. in question should fall those agents ‘will cease to earn at their
boM.BmH Bﬁwm and some -of them .,Sm be- withdrawn to other uses, until a new equilibrium is formed.

- The units of the supply - formerly  produced by those agents will' not be produced.: They were -

_ marginal units for they were on @m margin of boﬁ., UmSQ wwoacomg at all.—and there was. no rent in
QQH ‘expenses of @aoazoﬁoq ,
c+ besides the ?ﬁ&wmﬁ o%. mob;ms& mqﬁ,ﬂw m.\og @w ?\oazoﬂom of a particular commodity at

these two @oaﬂm there is another set of. factors which would be énwamméb This is the withdrawl

of all the land and non-land ‘agents in oﬁ.ﬂmﬁ -producing - concerns from the production of the
commodity in question.- This is, indeed, the way. in which supplies: are Hmm&cmﬂ& for most .commo-
dities. There are times when Qw normal ‘arrangements for - prodnctlon and oxowmmao are’ out of
gear, such as after a S\mmn war, in S?ow 9@ wmomwm monzwz% Sow‘w all of the land less intentively

1 ¥ e L VT S AT O et o

“and - consume a less total of ooBBo,wE@m. But the usual 950, is for the land to continue to -be
éo%ma ‘with about the sams degree of intens ity; and for land once vwoso,rn into use to stay in-use.
A mmz in the demand for one thing is likely- to be mnoonm,E& by a rise in the demand for something
&mm so that the total land * will - be worked at about the same intensity as before. The adjustment of
“the mcﬂurmw is' most commonly made by a shifting of land,.togethér ‘with the other agents employed
with it, over to another use. Such shifting is done because that land’ s marginal @nom:nﬁsax is too
~low, under the change in price brought m@ocn vu\. the fall of demand, to make it profitable to keep
_itinthe old ‘use. The. rent is on oxmoa% the same mooesq here as wages are. The entire wnomcﬂ from

. o .., - mcnw Hmsa is on the’ B?Ss of not being’ wﬂo&co& mn m: and one- Om its nmommmw&\ mxmugwmw was ﬁww :

mmﬁuomﬁ for the land at its moHBmH wg.n
o If the price of cotton falls ‘some Hwna s?ow was in cotton nwmu,oﬂomu to the ‘production of corn.
; If m:w price of corn falls - some Iand Qomﬁ.mm% .used for corn _goes over to wheat, What are the
considerations which cause this change? . Talk to any man who is letting his land for a share of

‘the product and he will- Hmwax that the old use wouldn’ t pay the normal rent, Osﬁanm of land

contro] the uses to which Jland is put as. much as do o.&bmnm of mnon-land agents. The fact is that

- pioducers watch the total- oms.Pme of ‘all their mqgﬂm . Then' they follow the course * which will

- : give the’ greatest nog return. “The - commodities” waoaco& must afford the normal rent as ‘well as
the 59\8& wage. It isa necessity if the particular commbdities are to be Wm@n in maw@q at their

normal amounts : wsm thus their marginal utilities and exchange ratios, or prices, at théir normal

. ,amounts. mm<opm and his_associates ‘are Tight in. saying. that “each woBon of Jand should be

L wwmima to that culture or use éw,ow S&&, the largest total of cﬂb&& as Bmmmﬁ.om U% the <mwmmz

0m Qum ?\oacom if - oﬂwﬂBSmm m@@bm& mmono will Uo a Homm.xoc

(1) The HWnqu of Huorso& H.NOUOB& 3rd Mm Hv?mmoﬁ p. xlviii,
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In considering what are the productive powers’ which are m?mm&.m.‘oﬁ“ use to use at »wOmw points at

which the supplies of the particilar commodities are kept at normal, we find too, that those powers

of the land which ave not normally Qmms\o%m& in the ordinary processes of @H.oacnﬁoumno; m?mnm@_

from use to use just as other kinds of power are, and that by mﬁ_ shifting of - %8@ powers, particu-
lar’ commodity supplies are kept at their normal equilibrium amounts. ‘ L A

P So also if we take the matter of taxation. We found that the taxation of ‘the rent of land used
for “raw produce” in Ricardo’s sensé would have no effect upon the supply of that commadity and

.

none upon its price. The sameyis not true if we think of the rent paid by a particular commodity.

If we tax away half the mnosoweo. rent of land used for, say, growing poppy, or selling alchoholic
liquors, the supplies of those commodities do not remain the same. So also their marginal utilities -
and exchange ratios with other goods do not remain the same. The difference lies in the fact that
~,H the land considered by the Wwom&umnm had ‘no m:onqm?\.m ‘use while that considered by Jevons ‘had
alternative uses. R - -

This concludes our investigation of the Ricardians and' those ost directly opposed to them. We
have found that the two groups were discussing two different questions and that, while mxoowmowm =
may be taken to some of their definitions and the form in s&ﬁw.gﬂw stafements were made, both

P were right in the ‘whole trend of their conclusions. Ricardo’s answer was right for the @32@8:0».

. his day. Jevons’ answer was right for a complete Theory of munovmnmm.t
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