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L Hunowmmoﬂ >5& gmamwm: on The %&mﬂon between Eccnomic
W@Sﬁ and. Em gmaQS& @%mbmmm of wuﬁoocoﬁos

s

D- H wcogmmp.

Hn the H,\Hmaow chrmn of n?m qungso I discussed the two waaﬁq and opposing theories of the

E H&m.mos between the economic rent 0m umsa and the price of the commodity produced upon it. I
came to the: conclusion * that . _uom,., Ricardo and Jevons were correct, considering the problems with ,

S éw:ow they dealt; én° ‘their answers. _H?m _ﬁmam to mﬂ«amnogﬂoﬁo theory " ,0m this a&mc.onm?@ which
L .‘.,Bdu vm stated as follows - - e o , ,

g mv Rent of land for a m,bmnu.w mov éo& as the @uccﬁoﬁ on of « wpi material” or “agricultural produce ” aoam not
»bmaocoa the price of that noBBoEﬁ%N Hohpﬁ:\&% o others, if there'is no (og.onﬂum use for the Jand.”
‘ n.o.u Rent of land for a particular use, such as ikie @«oancaou of corn or cotton, does. Emsoga the price-of that com-
809&9 relatively to-others, ift auﬁo are other competing use: for the same land.

1 made one further statement, deali ing with a minor m&wmo of the subject, which 33.5 be included.
as a third part of the Qmoa\ and stated as follows: - ;
(3) In case a piece of land is Speciall y fitted by nature for the production of some oae particular cor umodity, so that
it will produce that com Bomm@ regarcless of the wnon at which it may be sold, such rent as iv ecarns has to influence
vpon the price of the noBBo&&* .- ; A )
~ Since this third principle was stated only incident ally, and in a footrote, {page ,Hm j it seems de-
sirable to elucidate it a little here. H:G principle, I maintained, mwwrcw to mom-umwm agents and land
mmwm. It seems to me that Mar :mm s ﬁxwpﬂB@sﬂ om the ‘relation bet tween &c na.éw& 9 m@&ﬁmm w@mﬂ:
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wz%.wgmmr& by nature for certain uses and the price of those uses reveals the . true principle upon
- | ~ which such special cases must rest. Heé says: |
K - « .

The extra income earned by rare natural’ pgahwm Baw ‘be wmmmaom. as "a surplus when ana alysing the incomes of indi--

vidual
iduals’; but not when we are considering the normal earnings of a ﬁnmmo. save in the o/QwBo case of a class of per
sons bora with rare abilities specialized to particular branches of production.” (D . . R

This statement is further clarified by the statement that such- persons are considered to' be,

r - - “_.marked out from-their birth as Wmium n@uonmw m;.ﬁ for some particular cccupation, and for no other,
would be sure to seek &H& Onozvpﬂos in any. case,—.

gwﬂmg: goes on to say that it is very uncommon for a person to be so marked out from birth.
Hﬁ is just as rare for land to be o;QSmE\ of such a quality as to be fitted for some one particular

‘,; @aomzoﬁ Land in a- QQ pr\. be good for a bank or for a wholesale UﬁmBmmm of some kind, !mOn a
_cigar store or a QEQ, store- or a motion picture ?mmﬁd.

- oats .or wheat or barley-, for corn or hay or cotton.

so that they

So in the country it may be good for

There are perhaps pieces of lan
d speciall
mﬁ& for the @no@.cncom of wines of a certain sort because of peculiar qualities of soil and m\nBOMQM

_ere, and for little else, but such m@QOH lands are very scarce. In such cases-as exist, the abo A
wﬂmntmnﬁ by Marshall stands on the onq solid ground. . He maintains that 7/ Sundamental N\S&qo.,\d
the ﬁ%.?%%, upon %ﬁ»&w\ If this special ability causes the agent to go on contributing to the n .
mal supply regardless of the price at which the commodity sells, and hence, of the @zno it can Huouw.\.

e SR the anqﬁ for wnoacnsq it, then that- pay is not a conditioning influence’ upon the @Snm of the comm-
. o&@. ; mm mg@m on S\Hw same S\ocsa S?ow SE Sme when he says: .

s

o Hu:ao%woa of MoosOBHoM Sp Ed,, pps. \
qu e e 3 N , Um mqq m d.azm oﬂxmnﬁmm :&8&8@ R: nmmmnmuoﬁ to The Pr BQE& are to the

“ va latent influence vw 85% the <&c$ of S»EWm are made to conform in the long run to the cost of ono&noﬁo:
is the-variation that ‘would oﬂwﬁﬂyﬁ SWo place in the mamﬁw of the commodity.” ® -

~ And with Om?ﬁ. ‘when he says: .
i .HWa fact is that value is always and w<onwﬁ.ro~a due to sﬂ:@ ‘and momnﬁao mn& to these alone. Cost of production
L : o T mmmoﬁm <w._uo only when, and so far as, it affects scarcity,” @
L .. " And'so it is with the rewards of agents of all kinds. They affect the values of the commodities
-~ which they @wo&com only- ﬁ}om 58\ affect the scarcities, or supplies, of those commodities. If any .
~ ogiven 85 or group of ‘cb# ~of any mqgn is fitted by mnature so that it ¢ would be sure fo seek
that oooswmﬂg in any. nmmo ’, as Marshall says, its reward does not affect the supply, or the value,
- of that commodity. But, as in'the cases of human abilities, such cases of land are wholly exceptional and
. do not. enter into the calculations bonmmmmw% for explaining .&Hm m&mﬁosmg@u of ordinary commoditiy
?.Som in the o&EmQ market. o
“Let us turn now to the theory as a whole, Hn will be wmooqamo@ that a theory %Eow stands on
Qomam Q:\mm m«owomgoﬁ is antagonistic. to the positions taken by most .&Sn@aw on the subject. Since
, _ there is such diversity of opinion on the subject it seems desirable to @05» ‘out some of the’ principal
R &mwwmuoaw between this theory and those ‘commonly taught. The ?dwmbn paper will attempt to _cm-
| | tify this theory in ooawmzwos with that offered by Professor Marshall .
- < In ?m Qmocmmuom of the Bmcmsoo of the mooHMoﬂEo rent of a natural agent upon the marginal ex-
| @msmmm of @oacomos of the commodity produced upom it, Professor Marsgall recognizes that the que-
stion resolves itself into two. In m&m HBm @omnos is superior to that taken U% most- writers, The
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‘@_cm,mmoum ‘are the same which 1 o%osmm& in mym March m&&m mmmwmo. .,Smg the n@m@moﬁﬁw @Om&omm.

- ginal expénse of production for « agricultural mwomcno » a5 a whole, when there is no competing
Lo , use for the Hmsm (2) Is economic rent of land a BwHQSE expense of. production for a wmgocﬁn
; N aoBBomJa such as oats or wOmm when' several uses are comipeting for the same land ?

o -In his Qmw&?% of the first of @omm ocmmﬁoaw gm&wmb follows the Wﬁj.&mmm. His nanEmHon

~is most tersely stated in The Elements of M,So h\oowojﬁm of Indu wﬂ&ﬁ He says: .~
“.they ( (the marginal myomimnm of produ oﬁoav are 8#3?@9 for a patt of the w&%...nm which is raised-either on and that
Prys no rent because i} is HvuoH or hadly ar.meom or which 1s more ETobable, they aie raised on land which does:
pay reni, but by m@ﬁﬁ&.ouo, of omw:& and labor é?o,s ouq just pay their way, and therefore can contrilute nothing
towards rent—---It is-to these expenscs, thercfore, that the price conforms: and, as Ricardo pointed. out; rent ‘dees not
appear as an element in nprB ? (D

‘Since we are in now,mwm»m wS‘mmBgn with this msowum‘ there is no' reason “for further discussion of

. mﬁm @smmmom in the present paper. S | ( |

. ~ Butin his treatment- of the second @cmmﬂom gmamwmz comes to &5 same conclusion: that is he

. comes to a conclusion which is the o@@o&»w of the one ammo.s& in my- earlier article. He discusses
this Question in~The Pri &2&%& & Lconomics. and mainly from the point. of view of agriculture, In
~ his chapter on “ Marginal costs-in W&n&ow to »PQ..SESH& Values ” (Book V, Ch. 10) he discuss-
“es the “ relations between Ewwﬁm& costs and the value of agricultural produce in general in an old
oogﬁ%z mn@ 3<om mooag mﬁw to- Qum discus sion of this second problem. = Heé says: ®

H

TR L SRy

,v;,‘ N " @ The Elements o». The Moononzom of Industry, 2nd EQ., page zzo-1.
@ The Principles of Hwoonokuﬂomu 7th Mm.v pages Am&-u.

.

n . v ider the o it fots icu same land. —-— when we
« -~-nOW we w?‘m to consider the competition between various branches of agriculture for the sa

is introduced.
concentrate cur attention” on any one mwomnnﬂ as for Emgwna. hops, it may seems. “that a new mvﬂno%wo is 1

.

That is however not go 8..8.: S

v This statement is mo:oémm Uv\. m&ocm Q:\Qw mvm.o.mm of Qmonmmoa and Eﬁqm&oa in  which the @o&ﬁom
¢ s om<&o©ma In the ?wmgﬁ paper. 1 shall attempt to show that Marshall’s position with reference to
B ‘E.m second: @zomson is erroneous, and that it is out of Wmm@Bq with his central position.in N\& Nu\t?

¢t \& of Ecomomics: The ?‘onmgﬁd will be as follows :’ . . ) .
g ?v ﬂ.nmﬁ I shall oonmsd his @owvon with my own and attempt to &mBonmﬁmﬂa the latter’s

e : o mccmnozrw. : :
T , , (2) Mmoomm 1 mwwz m.ﬁ“ogwﬁ 0. mvoﬁﬂ out. some of Em reasons e&d\ gmnmwm: has fallen into mzw

-

~ ~ ; -

mn Tor.

98@. In spite of his mﬁ;oa at this point. Marshall has done more than any other writer to develop

Qmo&\. for dealing with. subjects in ﬁuu general field. - : : RIS
- He has made it clear that -the aA@ommmm of mmoﬁcouon at n?w margin- &o not gowcrrn price but ﬁ:m.n

90% are meuoﬁ.mSn as @Qmo. Eocn.oa at A&m @OEH at” which the “forces which do govern price may

wm studied.. He says: @ o S
“The part played by the net mx,om ict at the margin of production in the modern doctrine of UQE@&S: is apt to be

E.mabaru,doom In ?ﬁﬁo&»u many ableswriters have supposed 9&.. it represeats the SE.NE& use of a thing as govern-
. ing the value of the. whole. - It is not’ 865 5the doctrine says ﬁo ‘must go: 20 Lhe maz, o.§ Zo wn&&\ the action of those
.\Eﬁ& E\wn\n 3&.3@ go 4&5 Om 9« Swogo psa F.&. is a very aym.mﬁouﬂ m.mﬁn.:. :
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L of the Wﬂomaowms group and Jevons: .H.Wm% are as momoév {1) Is the economic rent of land 2 mar-

The anwmwos to momo.& is Bmmm n mxw v&:&. %mn it is in Qm rqwn of _s&mn is really Emamw&:mz
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While this statement tells us &\&\m we are to look for the mNQEmommm wwgoBobm it does not tell
us just wia? we are to look for. It &omw not make it very clear what the. nature of the causes

nwmﬁaomoénswzoq Hm. \E:m Hm mcmmrma mﬁmﬁo&xm. ﬁo,mﬁéwn.wmaﬂgmgn% mMQEmommw mwmﬁo..
;Bmuﬁ @ = : .

¢--we must watch the SQ\NQQN uses and the marginal efficiency of each agent: We must do sn, simply because it is

ob_%a&ﬁaBﬁm.n&gﬂmu%&.ﬁwo% m«&.gmm Snooosug.ﬂfow&mmm& anSocm of supply and @oamsm Smbn,omﬁ
themselves.” -

The position here taken seems onmm% to be that w&mnd\.w mﬁnmm or exchange -ratios, are the result
TS - of supplies in Q\? market. If we deal with normal exchange ratios, as any discussion of the relation
. between rent and m/onmso.@n ratios must, then exchange ratios are the result of normal supplics in the
market. .memm supplies “are- QQ@B@B& by the tendency of entrepreneurs to direct the various units
of the <mno$ agents of production into those uses in which their contribution to value production
will be greatest. . These « shifts” are made normally only ¢ at the margin”. And these shifts result
it nwmso.& relative mﬁu@wwm which in turn result in changed relative Bm«mS& utilities, and exchange
u.mQOm. LT - :
~ We are to look aﬁn at the margin. And, since we are mnc&bsq the supply side of the question,
i m,ém are to luok for any. of those m?».n:ﬁm -+ -+ by which changed relations, of suppry- - - - - - mani-
L L e fest mpoBmoF.mm » <<o are to look for the owmquq of agents from the margin of production of one
. o S 83809&\ 20 the @H.o&zoﬁos of some other. Those are the “ caus:s” that govern supplies and he-

,@,uoomow.wnmm m:@m&. szonoom omn:mo Qo<08 maoo:ﬁoﬁ us now SWQ amv ﬁwo comparison of the
two 9@038 : ‘

o HZP“ page 522,

: | (1)
I believe that gmwmwmzvm @ownos in the treatment of the relation Uogdos econcmic rent of land
‘and the marginai expenses of production of a particular commodity waonmco& onland for which there
~are sharply competing uses is erroneous. because 1 vomoa.\w ‘that ?m Huow.qom about the facts at-the
margin of. ?oacoaos Q. mcow mOmeM 0088093\. is erroneous.’ A
There are three points of view from which the positions may be compared. The first two of these
@mg&da are only mum,ﬁ.g» aspects Om the same view but they tend to throw ‘the facts of that
> | - situation into much Qmmwmn light. We may divide gmm@ three mm:xnm of the ooBmmSuoq into «“ A7, “B”,
o mwmm “«Co, Under “«A? we may . Ho:os custom and compare the two theories as to what are the
| .‘Eﬁm of mgm é@&% of such @mnﬁoﬁmw noBBoa@. which areé actually “ on the margin of not being
“produced at all”. It is thén a simple matter to ‘note what the expensese of. producing those units
- are and whether or not they include | economic rent, Under “B” we may compare the two theori-
L es as to which are the agents bOanzw. shifted from use to use at.the margin of production of any
o | such @wﬁn&mn 88809@ If units of certain agents ate normally shifted from use to use at such
margins then other _units of those mqmsw must be « on the margin of shifting>” and are held in their
;uo«B& uses by the @wvﬁ.ﬁmﬂm which they receive. ﬁEm the contributions of those agents to soHBmH
mcmwrmm are retained, and the mzmwrow of mam different particular commodities are kept at normal. In
“this’ way exchange ratios, - -or_prices, are Wﬂ% at normal. Under “C?” we may compare the two
- theories as to the effect of a tax on the economic rent of Hms& for.a mmaaoc usc upon the price
RO 7 of its product. Let us take up “ A7
‘ What is meant by the phrase, marginal oomn of HunoLcomos ”, or “ marginal expenese of produ-
an: ?”  Marshall mcm%ﬁom the answer. He says n, ; v

ey e
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’ ; . “-the ooﬂwom procuction is marginal; that'is, it is ﬁ.m nomﬂ of wﬂoacoeon

not being produced at m: d&. éwwow ﬁosﬁ not: .cw ?.om.poo& if. the
lower.” @

of 25.8 goods 8;6# are on the margin of .
price to be. wg for. an were’ ﬁ%»ﬁb& to -be-

‘Let us see what the ?<o mgmo:om mmv\. as to which are mom units of.

ngmoﬂBmHmcmmwv\.ow.mmmnco&mn
- commodity which are “on the 88.35 of not v@uq @noaﬁ& at all ”, and which would not be bro-

P ~ ught to market if the mﬁom 0m gwﬁ ooBBomH@. were expected to. _um less. Howmn‘smv» to others. ‘
T | Marshall differs with me as to s&mﬁ zéﬂm of the normal supp' y .of ms% wwﬁ:oamn oOBBO&Q are
B  “onthe margin of not being @HOQEU& at mm ». Hé takes the o.nocmm, that all those which are “on
ﬁwm margin of not UQmo. wno&pow at mw 7 come- m.omp goww p! momm at which 70 rens is paid. 1 take the
FI ‘ mowﬂom that there is a oonm&mnmv e’ group. ow @w Bm.?::mﬁ units of the normal supp'y of any such

Sini -~ commodity which come w.oB areas at éw:ow rent 25 paid. - .

: - That Marshall’s pos ition is as I have mﬂmﬂoa may be mmnawn&s& by ?qo methods. - First, he say’s
that no “new principle is. Sﬁomco& ” in mﬂu case ».35 ﬂrmn Cmm& in the discussion of the | margiral
* costs of “ modo&ﬁcq& mnomcom as a «s&on 7O If we ascertain which units of the supply of “agri-
~ cultura] produce as a whole ” are “in his - om::o: on the margin of not being- mno;coma at all”, we
: - may easily conclude. as no Sgow :?\8 of a mmnﬁo&ma 008809&\. are 5 the same position. I have
: qo mwnmm&» quoted - gaﬁmuz on. m‘:m woan ,m,yo says. Qumn ﬁ?w mirginal mM@mﬂmnm of ?omaoscn a e those
G o ‘.,

s . . S r.‘

. .. ““thHe wWoanom ﬂEow‘mm, wnﬂmnﬂ wmﬁ,nw on wubnw spB prm bo?? wmo;smm Hﬂ

is poor or bad! ly situated: or which is wore
; "ﬁovmzmv .&S% are wam& cn H:ba swﬁnz does dmv, 35"

cﬁ, cw pm% Suﬁovm 0m capital and HmdoE. ‘which only just pay

@ waue.ﬁav Ep Ed., wpmn 373 DR LT SRR 3
2 Principles, page 435 o R R R :

mpo:. way, mﬁ& ﬂﬁo«mmou.o obu contribute’ boﬁsbm towards rent. -- It is to these expenses, therefore, that the price con-
. i e
“forms : and, as Ric -ardo pointed’ out, rent does not. appear as an element in th:m.” (O

This makes it clear .&mﬁ Marshall’s position is that the. marginal units of mm:o&ncw& ?.om,cnm as a
“whole - come from what are usually called the “intensive and extensivemargins ”.  On. ﬁwm “ extensive
T margin”’ ’ there is no ﬂgﬁ in the- expenses of wnoanonon UmomCmm the land is too poor to afford a
- B rent. On the “ intensive anmﬁu muen( is no rent in the expenses of- @woa:oaos because the units of
L : - the 8880%@ produced on this Bm«mﬁ are produced by. applications of captal'and labor whose

addition to that use adds. only enough to. the product otherwise to be gotten to reward the omma&
and labor &oﬂmm?om with no- balance .%?ow oocE go to rent. Hence the marginal units .of a
wmﬁuoﬁmm ooBBom@. noBm m.oB ‘these- two no-rent margins, If further proof is needed it Bw% be
gotten in a second way-; me&.ﬁ from his treatment of @m&h&mw rent itself,

. Marshai! says: @ oo . :

-

¢ The ordinary man m offended s% ﬂmo oE H&d.m& that rent does not eater into the price of cats;.-....But it is worse-
st inexpedient to mmw that the rént of the land docs cnter into their price: z,pn is false.” o
R S ,PQwS in discussing the nOB@mgaom between oats and romm for ﬁ.m use of the same land he says :

: , ‘ : ‘ ‘. &o wE.Es.u. which he (the farmer) could, obtain’ from the land- by growing oats upon it would come into his miad
‘when deciding where to set the limit to: wa production of hops. - But even here there would be no simple numericat

relation between the mE.meu or rent, 27 ch the land would yield under oats, and the marginal costs: which - the price:
9ﬂ ‘heps must cover.” : : :

P B -

£ : . .- @ Elements of mOouonzom Om HnmnmﬁJw 3rd ga page 202. S
| ;u e ) muwuc.oﬂ»&ﬂmu 7th E4.,, pages 43 36-7, note. ~ . i ) ‘ ,
EaE . O Ihid, prge 436. - . o S e oo . o

R - BTHEE %ﬁ%wvm@%x m‘,w,\ ) E T e gk PP

i

S S T




e _that the price of the. one @womco&

O s Gl ot ey gl el i o
lllklh"h&m»l%h&ﬁ.ﬂtﬁrm:uu\ T Tl

&g (kPO # 8 TR o aEm e

It may be @mﬁ,ﬁo@ to ntmHW that it seems a little omncrpq for a writer Om Marshall’s usual

mmqmouq to conclude that ‘because there is “ no simple numerical w&m&ob  between two things that

there is no relation at all: - It is nﬂmm:. that * Marshall wishes to maintain that ¢ the marginal costs
which the price of hops miust cover” are incurred at some points at which no rent is paid. It seems

I3

that there are no such places except at the extensive and intensive margins. The marginal units

“of a particular commodity, wowm. are proluced at the same points at which .the marginal units of
- agricultural produce in general are v«omcooa QEQ on land which pays no rent or U% applications

of capital ‘and labor which « only pay their way 7 om better land.

The clearest’ statement of Marshall’s position as to ﬁ%mﬂ are the units of the particular commdity
which are on the - anﬁm of not being . ?o&comm at all is found in ?m discussion of a problem put by=
Mill and ancmmma v% Jevons. m@m&asq of the expenses of production of that wheat which only
.Euw pays its way " " and the noﬁwmcmos Om two mmmm%sﬁ crops for the use of the same land, he says

o« SE be the oxwobmom of wnomcn»_ou mﬁmmmm and Hunomﬁmv of that part of it Svunw only: just pays its way, that ,.Lw ch is
connm& on ?m Bmamﬁ of waomap&o oxﬂmngnﬁo.c 8 ] o
Gba the seventh o&:os of The Principles this Hmmﬁ ownmmm H@m& “ Bwﬂm_b 0m cultivation”. While
this nwmumo is- mcmmmmd.,\w it does not alter the former - meaning. It is clear that the old meaning is
interided to stand - unchanged. In the first. place, the remainder of the cntire argument is left-as before:
Hﬁ is - mmwnﬁmzw clear numn ﬂ?m owmsqo is.not taken to. m:o.é fot the entry of rent into the marginal

-

@ Ibid., page .vav _mote.-

eXpenses 0m mno@cogom on. it is mam mwQOoL@. mﬁmﬁm& that they 5&5@@ only ¢ wages and profits 7.
- Truly, no “new. mnso%ﬁ is anmsoa& »_ In the second place, Marshall’s usage of these two Eﬁmmwm
in discussion of agricultural matters makes them, in the seventh oaéos interchangeable. In the same
nwwbnma with the above @coﬁm.mos we find the phrase, ¢ the margin of cultivation” desé¢ribed as follows :
“i e. the margin of ﬂwm w«omﬁmgm application of capital and labour to good and bad land alike® .
And also in the same - chapter ‘we find the phrase “the margin of profitable expenditure ” amplified
U% being followed by this ‘stateinent : 7 whether that be the margin of a little cxpenditure applied to
‘poor land and far removed from moo& markets, or the B»mm,s 0m a wamo m/nwus&acam applied to ﬁow
Hmm& msa land near to densé¢ industsial districts”.: @

These @co@maosm -all bear out_one thing g, namely, that u\mﬁmgm believes 9&“ the units of the nor-

o B& supply of any particular kind of agricultural prodiice, and presumably of any kind of produce,

‘which are on the margin of not being produced at ali, are produced on -the same places that the
~units of agricultural produce in general are produced.. In.both cases, they are produced on no-rent
Bmamév. they are wuﬂoacowm on land which is so poor &5 to pay no rent,or g\. m@.@woweomm of NmUoH.
~and capital which “ gust’ mm&\ their way” on ‘better pieces of land. o

I believe this position omits' a_very considerable amount of the marginal udits of a @mnmo&wﬂ co-
- mmodity @nomcn& on land for which there are sharply competing uses. This position of Marshall’s
omits all that muozw of units of ‘the ndrmal supply of such particular noBBo&a\ produced on what
I om.zoa 5 my earlier article the « @uoaco?gwsﬂsq Bms.mB R € 590&8& in that article- ﬁ&wn I mean

™ Ibid, @»ma\w&m ‘ : ; |
& This'Magezine for March, rgz1, pages Ilg, 1zo, izl e ‘ . : -
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g» \9@ Huno&cn?rwgﬁsq » ,Bwnmﬁ.,@ /\ﬁwmn was said there Bwvw ww stated’ mo.mB vzomva here,

The entire produce of a particular kind from certain ?ooou Om mooa land is os the margin of
not being ?‘om:n& at all”. And these -units are on Ea margin of not being produced at all because
the land can earn more in some other use. »b.,bun fall in the price. of a. particular noBBQ@, affocts

the mmESQ of land given to that commdity just as #. affects the earning of bomimnm maonwm Non-

land mommw are shifted to other uses from the two no-rent margins, and it is’ true - that the whole
supply of the particular commodity from those @oEnm would” not be produced if the relative price

were to fall. Buot the men who “control. production are as'zealous for high land earnings as for high
earnings of any other kind. There is :oH.Bm:% a very considerable amount of good land given to
any @mwﬁo&ma commodity which, at the norsal ‘price of that oeBBoaavw can only barely afford to
produce it. These pieces of land are marginal for the production of that 88809@ If the price
. of the commodity falls, relatively to- others which these ?mnom of land’ B_mwn _produce, thé entire
- group of units of supply customarily coming from these pieces” of land will not be produced at alf.

-

t is not only the units from ‘the intensive margin on such land that are to fail to come to market,

It is the cntire crop, or .\&S&Rm from such land, " There is much land in America used for cotton
| s&ﬁu éoc 'd go over to corn if the’ soHBmH price of noﬁos were to fall.  So there is much that
,ioc& mo ovér from oomm to wheat if the normal @nom of corn were to fall.

Um.néroz rice and silk is _noticeable in “spite of the time 8@53@ to BwWo m&awrambnm.

In wmwms the contest

Zo,. o&% is the wmn of- muo mcwﬁw Sgow is grown on that me on the margin of not being pro-

™ Ibid, page 432

-
-

ES
¢

duced at all, but 4z Zas m&@%ﬁn vent of lana as ome Of its mecessary expenses of production. If it
were only a’ @cmmﬂo: of mnovgsw. the’ production of such units on good land as are produced by the
mwwrnmagm of labor and capital that’ on@. Jjust pay their way Marshall. would be correct. But it is
much more than that, ‘and  under Huﬁ.mmomv\ normal conditions. It is stopping the creation of the
entire. product from meu\. ‘good pieces of Jand. ~The great majority of the units from such land
‘would - amply pay for the non-land agents and uwmé a large “surplus ” for the land. But the « surplus”
is not large gocmw Such land will no more continue to furnish its ?.omcnn under those ooumﬁosm
mumn will labor or om@ﬁm when. ﬁw&\ can do better by @woacﬂsq something else.

T maintain, therefore, that the margin of production for a particular commodity produced on land
%.on which there are shary ply ooawmanq uses is made up of three parts. - It includes the intensive msm
- extensive margins which are-claimed by Marshall, 80@92 with the ¢ wwoac@?&gmﬂﬂmq margin’
H,HoB this last comes all the produce fr oB good pieces of rent-paying land which are on.the margin
of going over to another ?‘omcoﬁ because the rent mmnz& would be as qooa or better than the cus-
88&.% one. This is true. whether 9@ special 88809@. we cons'der is @Homaoma in each produc-
tive period or in Hoﬂ&ou with o@ﬁ.m. There are normally products from many pieces of land which
~are on the margin of UmSo. let out either from successive production or out of the rotation. Such
‘parts of the supply are « on the margin of not being produced at all” because the economic rent of
land which their normal- @zoom will allow them to pay is too low. They are a part of the marginal
production of that commodity and this economic rent is one of their necessary expenses of @nomagos.

- Let us now take up part “B” of number I.

Gmaﬁ. this head we are to- noB@mwo mﬁ go Qooaam as to s.?ow are the agents of wno&soaom

e RS & 8 . AR 2]
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normally shifted from us: to use at the margin of production of any particular commodity produced
on land for which there are two or more sharply competing uses. This seemstobe the part of the
discussion which reveals the differences between the two theories most ‘clearly. Marshall makes it clear,

Eﬂwm@ro&ﬂouq;\mw m@oﬁm %m.nmemgpfﬁwuom. m?n@smmmmﬂ ..,mnmsﬁ.ﬂwmﬂ @zormﬁosamvnémmvm
wo@mmﬁaa at this point. He says: @ :

¢ --we must watch the 7 3.03.\3\ uses, 2nd the marginal mmﬁmbo% of each ageat. We must do s¢, simply because it is

only at the margin that 2 :% of those mwym\anmm can occur by which orgm& n&mn ons of supply and deman a manifest
themselves.”

Now if it is by -the uy%mﬁo. of -agents at Egm margins that the changed ﬂ&mﬂowm of mcwmv@. and
demand are brought about it becomes the most significant part of marginal analysis to see what go-

P ‘dm on in the way of shifting at those points. What are the agents s.?ow are normally on the mar-

gin of m?wesq from the @nochmos of one ooBBa:u»v Whatever agents are. shifted away from the
@woacoﬂos of 2 ooBBon&J» are. soanm% in marginal usés. Any such shifting will affect the supply
~ brought to ‘market ‘and therefore will aftect the Bmwoé& utilities and exchange H\mUOm The normal
payments ﬁo such mq@sﬁw as would otherwise shift : away from the production of any particular com-
- mdity are nwommmm:\% BmaQB& m&@m%mm of production of such a commodity. It'is desirable to seé

where these two. &mo:am stand in ‘that respect. Mearshall’s @o&ﬁom is implicit rather than explicit in

Q:m matter. One more mxorB_an remark is Somm.&

- The @smmuos of what land s in marginal use for mem production of any @wnnoﬂrww commodity
w,mm owms much nObmrm&. vu\ %o me“ ﬁwmn mﬁ \SH\B 3 anmﬁwH ” has been Bcow cmoa in two distinct °

@ Principles, 7th Ed, page 522. -

senses in én\nkno.m on economic mgmo&w For instance, the term has been mmoa to indicate the poorest

among any group of- units ‘of commodity or agent of a given kind which it was @nomnmzm to buy
..ot to utilize. Again; it has been used to Ha&omﬁw the last one of a group of units of the same
.;._@cmr@v 0m a ooBBo&Q or agent, ‘which it is ?omggm to Ucv. or utilize. The latter is the ?.owmn

_ use of the term in mE\Q% marginal wmmmoeuo. @ It is HBmOmQEo to come to any proper conception

"~ of the margin unless we condition our nmmmonBo. by the statement that all the units considered are
o ‘.‘18&%&“&33\\9 ‘H?m is not true if we - think of Qmmmmgmm in quality. In speaking of marginal
. utility it'is common  to-- msw@Omw a mc@@@. of, say, 10 oranges. It is supposed ‘that the consumer

‘will have a decreasing mmmﬁo for oranges, the more he has mﬁmmn% consumed. But this will nOw be
true if the second orange is of much better @amﬁv\. than the first. The oranges, in such a case
must be of QNSN «w&@“\am&s% The same is true of H&uQQ\m In speaking of a “ marginal shepherd »
Marshall says that we should assume him to be “representative, that is of normal efficiency.”® The

. ..,,,,.,,.‘mmBm is true of Hmba - The mco@bmm -of wwmao&ma commodities m:.m affected much more by the shifting
. of normal laborers than they are by the shifting of lunatics or other “no-wage”” workers. And so

S -

it is with land. Good land is 003802% on the margin” of being mwwmwa from one use and is
therefore just as ‘much in a’ “marginal use as is the normal musmwwﬁ.oa who is on the margin of going
ﬁo another line of Soww vmompmm 9@ price of mroomv makes wn impossible to” earn more than he could

9 See an article by P H. aﬁormﬁmmm Hooucnﬁo .‘o:g& GE.@mmom ku 20 and 21, amwooum;%
@, MvZuo%Hmmu wrmmm nm -
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shall, and according to the positior I have taken? 'And which is correct? :

I may say that, in-the beginning of his discussion gmw&uwﬁ makes whiat seems % me a very
ﬁnonwaﬁo statement - of ﬂwmoan about the ?bmmso% of every factor of production’ to be shifted in
mmmwnw of the. w@mﬂ mmeHEm 3@,:3. wa same statement is nﬁﬁ& and reiterated in his book. He
says: RO T e |
© o “—each cultivator, ---&NEQ Mnoccsﬁ Om ?m own Bomsm» will push the investment of ns%mi in his bhusiness in each several
directi on until what- appears in his ucamﬁaud to be the mar gin of profitableness is ﬂmmo‘so@ that is, until there seems to

‘him no good reason for-thinking that the gains resulting from muw further investment in ?B.. particular direction ﬁo&&
‘compensate him for his ocamw. » :

. This statement mcama\ ‘means that the cultivator pays. mﬁmmaon to every part of his problem. He

S pays- attention to whether or not he is getting the best return for his land Ewﬁ as well as to whether
. &o is- Qoﬁumo. the best nmﬁcg H,OH ‘his non-land. agents” He uses ‘each agent with reference to its

.nOugocﬁom to total profic. He does not .pay aftention to the marginal returns of only a part of his
: agents for in that case ?w would Wm@g@&% miscalculate. He' shifts any or all azents -whenever there
¥ an-opportunity to. SQ.wmwo his ‘gains by so ~doing. But in spite of this good beginaing Marshall
Ll mvwmaosw mum mo,ﬂﬁos as mOOb mm he Hmc:nsom into his BwE Qmocmwos. This will come out clearly

2 little later.

Marshall takes the’ mowcou mumn E% as agricultural ?ogcom as a whole which is grown on land

- for s,?ow ﬁmn@ is no- ooB@QBQ use is marginal because of the ﬁosmms&\ to' shift on ‘the part of

“non-land agents owao so a ﬁmaﬁncuma ?.o,wcoﬂ which is produced on land for which there are other

,oonmmSQ uses .is BmwQBmH because of ﬁwm rouamso% to shift on the ‘part of the same factors.

e vawuamwwamu wﬁp EQ., Huu.mo A,,wm. Seé, for mumgnomw pages; 341, 359, 404, 406; mmw,.ﬂ

Ricardo’ said that the mcwm&u\ of. NQEQE?SH prdouce tends to be H.chHm»mm by on shifting of nmmunmw
and labor to and from the ‘no-rent margins on which it is produced : Marshall says that the same
s true of a mmEoEmH product. - H.Ho QEEw that the m?mxmq of non-land agents, only, regulates the
mcwﬁﬁm of the different kinds Q\ agricultural produce, as Ricardo said - that it regulases the supplies
~of urban produce and - agricultural produce as @ whole. My position is that land is in marginal

~use for the @H‘omcncos of a mm&o&mn aoBBo%Q éwmmﬁ\ﬁ. it is on the margin of shifting away

from the ?.oacoﬁou of ‘that ‘commodity, s&a@mn that Fs& be good or poor. This is a very com-
~ mon and a purely 5035& situation. - _

Marshall’s @owaos 1is Qmmﬂd\ that it is o&% non-land agents Swuow are normally shifted at \&\6
margin because he maintains that  wages and profits ” are the only expenses of mx.oazosom of that
part of the mcmm&% of any. particular commodity which “only just pays its way,” and that it comes
~ from “the margin of cultivation, ie. the margin of the profitable application of capital and labour
‘to good and bad land alike”®- If «rent does not ‘enter as an element in the expenses of producing”
~such commodities, then it is clear ‘that it is not land power which is mr;.s ng, or on the margin of

o ‘m?mnsq away_from the @aoacnﬁos of such commodities. Marshall maintains that the units of a

@mnaoﬁms. noBBo%Q which are BE.QE& are so because of the fact that labor and capital producing
‘them are on'y ¢ Umn&% induced ” to. continue for the’ “‘wages and @omw ?  which they normally
“receive.®- .HFM H,&uoﬂ and- 8@;& is SOn Bmomow @noacoﬁ:\m power: it is “of normal efficiency”

.

[} HUHEQHV es, 6th Hwa.. Pp. m Awwn mna Auq. B E . . .
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.A. MEa ﬁ omb&oww.%mmpﬁ moammﬁmq &mm m:uﬁn Qm\n moBQ%Bo. &mw Bm% Um rgﬁmm E&omoﬁdow.
S rest and recreation. , ; :
‘ I maintain that the @mamosm in nou\s‘ow of mww uses Om agents are as eager to shift Tand as to shift
labor or- capital. Good pieces of land, like good laborers, are turned away from the particular
commodity whose price ‘has fallen. q,rowo are piecas of good land paying high rents which are on
the margin of shifting away from the ‘production of any particular commodity. ~ All agents are on
‘a parity in this matter of mv:xﬂn , and all are on a parity in their effect upon z‘.w changes in the relative
o : suppiies of the different ooBBOL&mm “Zonmwz% efficient F,Uom. tends to shift, and is held in place by
the payment of the normal wage.  That wage is, &Q\&.On@ ‘a marginal expense of production.
?onﬂp:% productive land tends to m?@ and is held in place by the @m%men of the normal rent.
That rent- is, therefore, a %3&3& experse of production.
It may seem at first blush that the resulting commodities produced, together with their respective
amounts, are the same whether we consider the shifting of land or not. That is, it may seem that
mbﬁ.m?.gmca follow o&v\ the desire to &Hmﬁ.&zﬁw ‘the crops, in case of wq:ncﬁsmw say, as to get
‘the Hmanmﬁ marginal product mnonp \mwm:‘ Hm@o“‘ and omwzw_. . that the uses which give the largest
ano,E& H.QEEm to bos-umn@ mcmsﬁm 5mnmmmm§a\. give the la argest economic Hmam to the pieces of land.
: v ‘ ‘w& this is not the case, : If an mnﬁow%ﬁamn were to pay attention only to those commodities which
U ~ give high marginal returns to non-land agents he would, in many cases, produce entirely different
doBBanwm from those he mo\ncm;% does @8&:09 " This would make relative supplies different and,
: oommm@cmsaﬁ marginal cm:amw and exchange ratios Qmﬁ\mmn This is true because, as. we have already
e , ,mﬁnma @ ?oacocon curves do. not proceed in just the same way for all @mwﬂoﬂmn commodities.

' o ; - (€3] .H,v:m gbmp\uno for March, 1921, vpﬂo nuw.

One. commodity may m.?_m a relatively small return to the last - applications of a given amount of
capital and labor on a given- piece of land but, because: the initial returns were high, a relatively
_ .w:} total 835 - Another oOBBoaﬁ% @momcnma on the same land may give a n&m&a&% high return

to the Jast m@@ﬁoaﬁgm of .the 'same amount of capital and labor, but because of the fact that its
© initial returns were smaller its total 338 Bm&» be much smaller &wn the total return from the other

,.ooBHdor lity. "The mﬁnmmwgwcn always in search of the largest’ @oﬁ_gm returns to his total produc-

tive mq@s& “will ‘procduce ‘the momamw oom,Boaﬁ% But if he were in search of the highest marginal
- returns to son-.mb& QObﬂu wm S.oc& wnoocoo ‘the latter. waw is, he would wno&coo -a different com-
| o . Bomﬁ% from that which wW bOmeb% does @ao&noo and the supplies, marginal utilities and exchange
, . ratios would @o Q%.Qgﬁ Hs mwon” @womcom«m do normally produce those commodities which give the
: e .‘,umHQmmﬁ total nmntm and - @6% ‘do not sozBmz% produce those commdities which give the largest re-
S turns to the last muomﬂwzm mw@:nwmonm of non-land agents.
. o Hwﬁ mozodssq figure may make this matter” clearer. Let us suppose.that in a given area in which .
L , R .doonoBHo noB@mnnos is m\mo say, in- a bwnow& territory, the normal thing has been to apply to 2
H L given amount of land" of a m?.mu m?mm an mBonsn of non-land agents represented by the line OA,
_ and to get a total Humouz.or nm@nmmx?om by the area OD,WZ if conditions have been fairly stable for
Lo . some time the grade of n non-land. agénts used on such land will tend to get a reward per unit equal
. . ‘ s ,,8 their m,wmo,ﬁL @Hoacoﬁﬁﬁv in. m:m case AR. o -
b Now let us suppose that a new. preduct is Sﬁogaoma which might so act as a substitute for the
, ; o@&ﬁ as to leave the @ﬁom of the other and the earnings of the agents used in .producing it unchan-
S - ged. met is, all agents of production _continuing to furnish - the cmc& article would get the usual
o rewards.
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H.mﬁ us s t
c@@o% too &mﬁ the new commodity has a production curve descending at a different "an-

gle initi
e andthatt he initial returns to non-land agents applied to the given area of land of the given grade

M.HM lower m&b in the case of the other 0088093» Let the production curve be gw . And let th
- ;nm caswﬁo the last unit ‘of the same amount of mom.dmsa agents as was applied to the production omm.
- the other commodity be AS. “Now if this article is produced ths total product will be OASM, or

less than OARN, while the marginal product of no:.mmma agents will be AS, or more than AR,

nﬂgo uesti
question is whether or not entrepreneurs will tend to produce the new commodity : whether or

saente, give the w_ﬂmvwmn, marginal return to non-land

~ ‘The answer is that they will not. The nmmAOb is Gm& such action ﬁo&& involve a loss m@cmw to
- the difference between N L M and S L R. , _
= Economic rent, «considered asa. @mun.bosﬁ for the use of land for the wﬂoacomos of one among a
* number of competing @masnﬁmﬁ commodities, is not the passive **surplus” which would be left to it
- if producers chose to use it for such ooBBOfEnm only as would give th: highest marginal returns
_mon non-land agents, and Swznw those mq@sw might receive. It is, 599. muw competitive earning
~ ~ which the land can demand becauve of its productive possibilities in various uses. But ncither the
- land nor any non-land agent is. central in this matter. The earnings-of land and non-land agents are
. mutually interdependent. ® . Such commodities will tend to be pr oduced as will give the greatest
202l o .BNN&. Jor all N\& Qq,ﬁ&b boﬁ ‘the ?o&mmﬁ 885 to any one kind of mmmmﬁ :
" Let us now take up part I C”. That is, Hmﬁ us compare the two theories as to the effect of a
" tax on the rent of land for a mwao&mﬂ use upon the price of the ooagoan% produced. Marshall

~~ should be oxwroﬁ on this _subject but it seems to me that his illustration is at fault in that he sup-
~ poses atax to'le levied upon a Humnaoamn commodity rather than upon the renz of land for produc-

mg-a %&\Ns&“\m\ nS@§q&§\f Mn m@@&«ﬁq of the farmer’s @32@8 Om ameHBHEBQ how to wm@ogon

- his crops he says: ;
, “ .. the surplus which he oocE oEpB from. .&5 land by growing,. say, , oats cwon it would come into his mind when
amSuEW SWnHm to set the limit to his production of hops.. But even- here there  would be no simple numerical relation

between ﬁpa surplus, or Hobﬁ which the Mmpm. ﬁo&& u.ano cbanu oats, and the marginal costs which- the price of hops.

Bﬁa 8401 . @

- m OoBHum.no Marshall’s 5«%& L&m& p. 526.
@ mnnﬁmumy 7th Ed., page 436,
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- which the other @8&@0 ‘uses: would pay for the u

- ent uses: thit is, there wi

~ ing ?\ogznwm at all.- Pay for that land, at’ such a rate

. ;.@wovm ” the “rent which.the Hmaa ‘would yield under Omﬁm ”

.on. the n
. rentis o&v\ barely sufficien

e mondmi% om the Bmsdﬁ -of going over t
- two ooBBanom in the market- So&@ change, -
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mcm%ommo. only that 1} hops and oats are mwm:&% ooBmwgo. for the

of land, and for the land 003&9.& by the farmer here,
there is, at least,

use of mﬁ same general grade

I believe that it is WOmmMEo to shovwr .that
a very significant “\&&Soa between the “rent which the land would yield under
oats and the marginal costs ‘which the price of hops must. cov

er.”  The whole question is, what are
those costs which the price’ of hops must cover. -

I maintain that they are the competitive payments
se of the different agents. Marshall has made it
_ clear: that the earnings - of ‘di m.&wmw units of land of the same grade will be equalized in all its differ-

il normally be a number of pieces of land just on the margin
“over from one of these mx\oacnﬂm to msognﬂ

m rgin of leaving the

of going
Zoé the entire product from a piece of land on the.

wwoacnaoz of 1 bowm is in every sense of the @wammmu on the margin of not be-

as it can earn in the production of oats, as
well as. pay for whatever non-land agents it uses, is a mmoumﬁm&\ condition of the furnishing of the nor-

mal supply of hops. dﬁﬁs .ﬁso farmer is. oosuamzmo, “ where to set the limit to his production of
‘comes very mammn&% into* his mind. The
‘are, in such a case, the normal rate of pay
non-land agents and the normal rate of pay for the land. If, without the tax, the hop

nt to- Wmm@ the 1 nd from going over to oats then, when a tax is put on
part of it mém? ‘the farmer will give land to oats which fo

ﬁumlw went to hops.
It is manm% the a same as if wages for the production of wo@m were taxed. Some of the labor

0-oats from hops would now go.

‘marg ginal costs which the price of hops must cover’

ﬁwm\n H.mu.m : ?WEQ

The relative supplies of the
their relative marginal utilities and exchange ratios

H.wbn which Em@ land would:

would meo owm:Qo ‘meno is a very wHo.Emombn relation Umgﬁwos the “

¢ ot a ‘“simple
E under oats and the marginal costs which the @ﬁnm of hops must cover. If it isn p
- yie : A | | | g ,
L ﬁmﬁ | .
relation ”? éwﬁ doesn’t much ma . . | | it seoms
bﬁBMﬁn& Mﬂ mpted to show that Marshall’s @oo&w is erroneous in three respects. (1) First w MEJ
atte ‘ "
: mwm 1 mﬁ.m@os.n of account a 4@@. HBmoHﬁmbﬁ share of the marginal units of the supp %OM nM
. es
i Iz . commodity which have economic rent of land as a normal part of their mxmwﬁsﬂw Bwh k
ar i
Mmzmoc (2) Second, it seems to me to omit an essen ial part of the shiftings of agentsa
uction.

it seems to me
ifest themselves ”.  (3) Third, i
. where “changed ..&mﬁonm of mzmoq and demand manife

the statement should
odity, or, as it seems to me
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Wsmﬁ wmvm ; ade, a tax on the rent of land for @no(EoBo. a wmﬂnoﬁwa ooﬁﬂo_an%u does not af
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rice is not true to the facts of the margin. : e
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gmwmwmx Wmm come .8 Qmmb nos&zmﬂosm R | o
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between economic rent and the- price of a @masncg\ commodity produced on land fo " Hwan
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° Now there are @Hmﬁmﬂgﬂ ways in é?&m economic rent may .oo oosm&wm& a “s
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There are at least two ways in which economic rent may be considered a mE.Ecm ?. (1) First, it
‘ Bam% be*considered a surplus, in that it is a payment for the use of a productive agent which was not
" produced by man. The land is a “gift of nature ” and any product which may be attributed to it

is-the result of no human sacrifice. Malthus. spoke of ¢

Providence ”. It is a ¢ surplus. ” over and above the amount which would be necessary to reward

the people working the land for all their sacrifice ‘in working and waiting.  This kind of surplus app-
- lies to land me.oﬂ%eiumwmu ‘whether it be cossidered as used for produce in general or for a particular
- kind of produce. (2 vmmoona ‘economic rent may be considered a surplus in certain cases because it is

-~ areward which is over mmm above what would be necessary . in order to secure the contribution of the

~land to which it is @BQ “toward the. @noasoﬁoa of the cemmodity for which it is used. This con-
~ ception of ““surplus ” applies to the return to- land for produce in general, if there is mo competing
~use for such land: ; m@@:mm 8 mooso:dn rent as it was discussed by Ricardo. But it does 7ot ap-

.m&n to the return for land’ moH a @mnnn&mw product when two Or more products are competing for
 the use of the sams= land.’ It must not be thought that, @momsmm land furnishes a surplus above the

‘normal reward for nosnwmza agents,  that . its payment or non-payment wil have no effect upon the

relative amounts of .commodities wnoaconm If there is no competing use for the’ land, its _payment
Or non-payment will have no such influence.  But if these are sharply’ comp. ting uses for the land

its payment or non-payment affects the relative supplies of these Hum.nﬁoimn competing commodities

just as the _payment ‘or bos.mm%Bms» of the normal rewards for non-land agents does. If it affects

- the relative supplies of the commodities it affects their respective marginal utilities and exchange rati

. Or prices. - SO, , SR N .
. - : Q .

It seems &aﬁ. to me awmﬁ so far as its payment has an influence upon the supplies and prices of
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mBoEﬁ o mmow wo.mbﬁ mw& Uo i . But ﬂ?m bargaining is oozacoﬁo& for the very purpose of
" after each agent has been

. :Hcm

QH

SRR #1 of the
[ nt a 11 it can mow.om trom- @a ottiers 5\ QWSEQ itself @m& according to the productivity
: T a QRS ed a

largest mxvmmﬂzm BmaQBmH Eﬁ

: the anQS om
S tion of what actually takes Emam on

e mwoéa to Uo ondaN a wm:&mﬁ n@moo@ which  result
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then also it is only ‘those units of . gw particular mﬁ@@q which are oM. ﬁwwmmﬁuwwwo“?ow o
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nonrmﬂL% for m_:.:\& at the conclusion - whi

dity.
tion of such special commo land agents,
o @aﬂwco arious supplies of &m respective commodities are the shiftings of non-lan

~ in the w

inal.
Bmﬂqp commodity. wﬁmﬁ.ﬁo. ds.nw /\Hmwmwm:um usage Om mznw rent as a surp'us,
ticular
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: % ing @05» gm principal @8&03 Ooocmﬁa on msm way, and 9@ conclusion, are wz c?mnmgm ,
Lo : ~ But this usage of rent as a “surplus” causes the wuo,ﬁvon taken _u% Marshall in this matter to be R
S . ‘ - out of harmony with the main teaching of H.:m own great book. In 2 book as extensive as Marshall’s
Frinciples it is impossible fo @coﬁo all mmmmmo.@m dmmaﬁq upon a given question. I will quote a

SRR , - few passages which I’ ﬂmrm to . represent the main tenor of the book on %mmm points. In the first
T S - place Marshall does not consider the different parts of an economic problem to be ommn&% separated from

Lo S - cach other. A great many forces are Bﬂﬁmoﬂsq upon each other, and no one part of the process can
; be consi %8@ as Hsam@asamzﬁ of all others. mw says: ® ‘
- “The amount of the thing and it @Eoﬁ

T R

-~

the amouats of the several ».po.aow.m or mmms"a of wnoasoag used in making it,
o and their prices---all these’ &mﬁmaﬁ mutoally govern one another, and if an external cause shouid alter any one of
. 70 them the effect of the disturbaoce extends to all the oaumnm.

In the same way, when several balls are lying in a. bowl, they Sz.EEw govern ouoe anothers’s positinns ; and again

i LTI s}ns -a heavy weight is” suspended by several elastic mgumm of different strengihs and lengths attatched to " different
, . . : - poin's in the ceiling, the m@i»cﬁ&ﬁ positions of all the strings and of the weight matual H%
) ©.L " 'any-one of the strings that is already . stretched is shortened,- everything else will cha
S BEE mn@. » e tension om n<o~.w oth.r . &HER SLH ‘be &ﬂmnwm Lmo.:

HWm HBmoR -of this mﬁmﬁmSmSﬁ 1s’ “that no QmBomn is Bmo@wmmgn of the o&g(nm Payments mcwx non-
Hmsm agents are not 5@83@053\. mmﬁQ.BB& leaving rent as a pure “surplus”.  All these things
, L arein @min determined and in- part amﬂQBBBQ No one or-more than ‘one determines any other.
= R Again, he iterates-and reiterates that every producer pays' attention to all the parts of his’ problem:
- that he cannot oosgmﬁmﬂm -on wsw one or two, waqu the others to themselves. A statement which.

govern one anoiher. If
nge its position, and the length

SON %ﬁ&&%bb w 2 h.ml ‘page mwm

mw@owwm in several M&powm is as momoaﬁm :

hat appears

- «“.the zlert business B‘B mpmwmm the ipvestment of capital in his business in cach several direction until .M<o . Mp ) °rs

vy e o ,

womw judgment to be ?m outexr .:.85 or margin, of profitableness is reached; that is, uatil there ﬁmna ns o noawmu-
Mwom nummwom for Sﬁzfnm ﬁu% gn mmEm nmmc:aam in pu% farther investment in that particular direction w

, ‘ te him for his outlay: :8 . v ires ow,‘
b o H.Mw meMm Clear from. ﬁﬁm mmmm” in m&cmﬁsq ?m 5<wm~n8w.#m and uses of agents the @Hoacoma hi Foo it
, . for mav» Mumuaoc ar use.
- ts NSvN OQ\HQ‘ m.o.@ﬂn O». @HOQEOSOS
~ rejects land just as he wﬁom or relec » whether he
,_._;mmumwmﬁmn&aw stated that “Land is but one form of capital to the B&S&c& @Hoagomn wheth

b trader 7 @
~be “farmer?” or ¢ Bmscmwo?aww or , ) e agains
 That this is the case is made clear by msnrmm statements. All the different agents are va e geine
- 0 m -
, ::omow other and nmnﬂtu ones’ are. _chosen for each use in mnooawsom with 2.5:\ Hom@oo\m_:\.m net

- des as gain producers.- - He says: , Cercry sgint.
R wﬁwnw. dcmemm man Emmvu ~is ooumﬁpuzw mvawio?bm 1o obtain 2 uoﬂon of 90 relative eficiency o v

- deavors
d that he -employs; as well as of others that might: possibly be substituted for some. of dWMB HKHQEQW g M -
. A, s d. ! wou
o ) S M N _..M”M% each agent up ‘to- .Eumﬁ 9»&@5 at SWBW its met nou.oaﬁa dqoc._m no NOJWQ. exceed the @Soo e (]
Al ) B 0 em
o .. pay for it;"® ers and in being
L o .wa Mmsm claim that ,mqgﬁw are on Jjust the same L,moo@nq in being moc&om. by produc the part o ﬂww
L ’ es for qu on e
i oo amounts as - will best serve the desir
i SRR ﬁ to the different uses in such set forth as
L : ok veral' producers. me somﬂsq of mgomo manmm tending noéw&m m@cEUEcB is Qomlw rth

‘»‘oﬁos'm. N

» mvduo&&om page wmo See -also-Ibid, ‘pages 355-3563 435; muo 521,
@ Ibid.,page 430. R
® Ibid., page 406: R
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" proper in the discussion.
~ statement last quoted we find a reversion to this one.

: - (. Pripeiples, 7th M&Y?ﬂw 435.
& Same citation. :
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* To sum up the whole in 2 comprehensive, if diffcult, statement:, ” Every agent of production, land, machinery, skill-
ed labor, unskilled labor, etc., tends 0 be applied in produuction as far as”it profitably can be. --- -

Thus then the uses of each agent of production are governed by the general conditions of demand in relation o sup-
ply: that is, on the one hand, by the urgency of all the uses to- which the agent can be put, taken together with the
méans at” the noaﬂmum of those who need it; and, on the other hand, vv% the available stocks of it, And _equality is
maintained between its ‘values for each use by the constant ﬁom,amno% to shift it from wses, in which its services are of
less value to others in which they are of greater value] in accordance with the ﬁ&p&@bbm substitution.’¢
The uses of the several.agents; it seems, are so adjusted as to bring' about equality of earnings

-

for the different units of each -agent, of a given “grade, in all its separate uses. Some laborers of
a certain grade are ‘producing one ooBBomwa\.hégm, others of the same grade are producing a diffe-
rent one. But “ equality is maintained ” between the wages in the dJifferent lines of production by
“the constant tendency to- shift ” from the production of commodities * giving a relatively  low,

 to those giving a relatively high, return. The same is tfue of land. Some acres of a given grade

are used for one product-and some for another and some for still another, But “equality is main-

. taitled ” between the- rents in the different uses by “the constant tendency to shift” etc.. And so it

is with all agents.  There. wm,.mq,,\nwmaman%;no.%mam an equilibrium in which the last unit of any agent,

o of afly one grade, applied to the- production of any commodity adds the same amount in general
- purchasing power (money) to the product which the last unit of the same agent of that grade adds
~ tothe prodact inevery other line of production. In Marshall’s summary just quoted it is specifically

.mﬁmnnmgmwmnﬂwmwmmwgoow;:m«m&\ mmg,_now@a&n&om\.\ag &N&m\m@wm@ebm@..\‘.\m“wb&oﬁ;N:a\ms.&m& Labor,
etc. 2 SRR A , | oo T

.

Ibid., pages m»ﬂ- 522.

- Now this gives a very complete idea -of the situation on the margin and in the tendency towards

notmal equilibrium.  And Marshall begins. the discussion of our problem with it clearly before him.

~ ~The difficulty is that he loses this oonommmos. before proceeding far. This is the specific statement
-~ ~2bout the shifting of land and the equalization of its earnings, with which the discussion of the que-
~ stionis begun. o ] - _

% .vsv each crop strives ,.mmpmnmﬂ..o&o,nm for the vo,mmmwmmvn of the land; and if any one crop shows signs of being more
remunerative than ‘before relatively to others, the cultivators will devote more of their land and resources to it(®
But the fact seems to be henceforth forgotten, for in the following discussion. it is not again men-

tioned. In fact, in every illustration given it is either implicit or explicit that the land will earn

- ‘much more in one use than in another. - And instead of an emphasis on the fact that earnings of
- land tend to be equalized we find a statement of equilibrium conditions arrived at by the search of
~-non-land agents for the highest ‘possible return, and no mention made of the same being true of land.

The idea that the land is passive, ‘accepting . whatever * surplus” the non-land agents leave it, entirely

sion..of the other question, dominates here too. Just following the complete
“---in equilibrjum, oats and hops and every other crop will yield the same net return_ to. that oumw% of capital and

o ~ labor, which the. cultivator is only just induced to apply. For otherwise he would bave miscalculated ; he would have .

failed fo get the maximmem reward ‘which-his ouilay can be made to yield: and it would still be oper to him to
increase his gains by redisiributing his creps, by increasing or diminishing his cultivation of oats or some other

s,:w.‘,‘4wlj@ ‘\4;/.

~ocrop @ .




This statement seems to. me to be entirely out of harmony with Marshall's main position as stated

in the preceding @coﬁwaomm In those statements, land was put on the mwBo footing with non-land
agents. It was’ m@owg of as_ vmﬁm shifted from use to use and as having its earnings equalized in

 all its different uses. A statement of equilibrium conditions in harmony with those statements would
- have to include the further truth that every crop yield the same net return to that outlay of land

which the person in oo..anow of it is- “just induced to apply.” I have already pointed out that the
m@zmg@aom of the earnings of labor and capital and. the BmucBHNmQOb of their marginal products is

= nor-the same as the w@c&ﬁmﬂom 0m the mwanﬁmm of the different units of all the mo.mmsnm» and the ma-

 ximization of the total product.

[
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- This statement of equilibrium o.ona.aonm omﬁm an - mmmmuﬁmH part ow. QQB Hﬁ,,mo:o.éq. %wmom% from

_;,.,_.ﬂwm inapplicable coriception of economic H.onn for a wmﬂmo&m.w use as being a “surplus”, and it leads

Nomwom&w. to the @mwn& view of the margin, marginal mnoucno, and anq%& expenses of production
M S.Fo,v we. have oxpBS&
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