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The Influence of So-called Marginal Rent upon The
| Marginal Expenses of Production.

In this magazne for March 1921 I undertook to show that much of ‘the disagreement about ‘the

relation between economic rent and the marginal expenses of ‘production had been due to misunder-

standing.® T stated that Ricardo and Jevons had discussed entirely different questions and that

both had been noﬁwmon“mn&w@mw answers. I mantained further that both their questions had been

reasonable at the respective times in which they were formulated and that, with a supplementary
cconstituted a -consistent and satisfactory

statement for a possible exceptional case, the answers - i
doctrine of the subject. In another article in May 1921 I stated the position thus arrived at as
follows : — L T T s SR T e SR -
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Qu Rent of land for a Qgﬁ.& use, such as the production of “raw material” or mQSQ.H

: © tural mx.om.zoo Qomm not Smsmnom the @58 of ﬁwmﬁ nogomq w&mdﬁwdw to Q&owm Hm
.= - there is no oonoﬂso. use for the land. «
~ (2). Rent of land for a particular use, such as the @aomaoﬂos of .corn or. cotton, m0mm %mrobom

the price of that noBBoma&o 8594&% to o&Qm if there are oﬁﬁn noawmﬁzw. uses for the
same land.

(3) 'In case a piece.of land is specially fitted by nature for . the " @uo&monon of some . one

- particular commodity,-so that it will produce that commodity regardless of the price at

which it may be sold, such rent as it eams has no influence upon the: price of the com-
Bon&@. ,3. :

In the present paper I propose to ounmb)wsﬂ in the light of the theory "embodied in these three
propositions, that theory which states that the ‘marginal expenses of production ofa particular com-
modity includes the economic rent paid for the poorest land given to that use. (In the March
article referred to above this theory was stated as one of three. most commonly met with in present
day literature on the m&&mo.hu This theory m%mam\nom land into different divisions according to the
various uses to which it is normally put. Hwo Jland taken for the lowest paying use may be added
to by drawing mﬁo&% from no-rent land. But further land for most uses must be drawn away
from the @Hoacoaom of .other commoditics for which it already commands a rent. The poorest
land for any mé.mu use is called~* marginal land” and the rent which is paid for it is called

BwHQE& H.mnﬂ ”_ Such @8& om this « BmH.QE& .«wsﬂ ” as the next Homw productive use of that land

‘u, ) wv.pmm mm; et seq..

. - 30&& pay is stated to be a marginal expense of producing the commodity actually ?Baym& A m
L T ~ Advocates of this theory are not equally explicit but it is usually stated or inferred that the total
‘ e of the rent paid on this poorest land for the given use will be only just sufficient to keep the
~Iland from going over to the competing use. Hence it is commonly stated that the “marginal rent”
g .,,,,,.memantm its ‘entirety) is an expense of ?.o&cﬁmq the marginal units of the commodity.
s The better pieces of land for this use receive higher rents, corresponding to their greater pro-
. ductivities. The Q%mmwmuoom&oﬁéoow these rents and' that paid on the poorest iand for the use are
R called. “ differential rents”. It is claimed that the ‘“marginal rent” is a-marginal’ expense of
o ‘wnoacﬂnm the ooBB& J» and awmn ﬂaw Em,m«mb.nmw rents are not. . The following: quotations appear
S no cm&oE ﬁum Swﬁ., © , ‘

T K m,\mJ» @mnw om anﬂn& Hmsa- aumn is, the poorest land in use for some particular product-
= is worth something for &m raising of aless valuable product, until we finally reach land that
. is worth nothing: mow any purpose. In the cost of wheat, therefore, there must &ﬁm%m be
included the Hmbn which the marginal (or bo.éwg?aoa“v sta .éoc& earn n. employed for the
 next’ HOSQ. use.” D
e SRR --ﬁwa Swamn mmH.BQ. pays 'a B&.Bn& rent to cover what mao poorest wheat land ﬁocﬁ be
. . worth. for- mnm.mEo. “pUIPOSES, -+~ -+ -- -o<<-.....Marginal land for some of the uses to which
" land is put is actually no-rent land. More oogoaw the marginal land for any particular
use itself affords a mgn ‘because, - though marginal. mou. the given use, it is above the margin
for some omuoa use to. éwnow it HEQH be w@@bo& men is thus - composed cmﬁm&q of a

i . ,‘..._.‘,va ‘Seligman : Awsbﬁwwam of “mno_uongnV sth mhm Wmﬁmmav Pp- mww.m BT TN T et
®ERE R £ 8 - | C #1158 11
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“differential and of a marginal element. The differentizl element is an expense of production

; _~ only to enterprisers using superior land for the given’ purpose, while the marginal element

.. must be paid by all. mﬁwﬂwﬂm@m engaged in-the given branch of production and Wawoo figures
©~ as.an onB(sﬁ in the boH.B& expense of ?o@conoa »a

S -‘Bms.o.SmH Jand G e. the worst Hmsm in use for any kind Om service)---. The marginal
. lend fotr a @miao&mn purpose, e. 'g. growing wheat —market Qmaoﬁsm, city' building, in
.. developed industrial communities, &Bo% m?ﬂw%w pays a rent ---. ----The old economic
e e S ﬂwmoax held that the marginal Jand paid no rent. But this is certainly untrue of most uses of
© - -~ land in developed countries. — - - the worst wheat-growing land pays some rent. The marginal
- land for market gardening pays a considerable rent, mba where we come to city building

s 3.055& m\wm least: QMEEO sites pay a rent mwa. mvo<w the oﬂawam&y level for agricultural uses.””®

bba in mbomgmn .Uoow —

- o “ What realls % Mmﬁmamﬁmm mam WHomaaB treatment is the fact that most land in use has

S Lot ;m@.ﬁﬁ alternative uses or ‘can contribute toward several different supplies, = -==--m-=uco-zz

o . “Though the worst mnw.ﬁ g land may pay no rent, the worst wheat land. might be better for

e i meNBo. than the s.o«mﬂ grazing land, in which case it can: ond\ be obtained for growing wheat

- by paying a little more than its differential rent for grazing purposes.; this rent for the worst
" wheat land will be a @omﬂﬁw rent and will enter into. wheat prices; again, the worst market-
: S \?maos Hmnm ooBmmﬂbm mo* a given Bml\noﬁ may be \nonnmE% o.ooa ‘wheat land; and, if so,. the

SRS 9 ~ Seager: ﬁmﬁbﬂmwmm -of WoOboB,Smb m% noae u&o -
o ... . ® 1 A Hobson: mﬂwo Humsm&dL System,) pages 94, 95,

. rent ?w.mﬂw .ma,.nmﬁm_mmnwwon‘,ﬁwmm& forms a Bm:\mmb& rent for market-garden land.®

o «If the Bmmqﬁmﬂ Hmmm cmmm for Qm&mésq will yield a rent for wheat, the value of the
. marginal @moacno of garden ?oacoﬁm must n@c& the cost of the labor mBEow.wa plus the nvnﬁ :
- of the stm Swmb cmoa for. Svmmﬁu @ - :

. “Take the case’ of.a mmmsnamn Easmﬁv\: - -.--The least efficient operative may be termed

gnwm anmgmp oam.‘wﬁﬁw just as the least valuable. land may be termed the marginal land.----

" Take the case of ‘wheat. Muuod the supply side its price is fixed by the costs of the marginal

"~ producer on marginal land. Into these costs ex Ayporkessis differential rent does not enter.----

 “High rents do not make high prices any more than the height of the barometer
. ;mo«.ﬁ.mm the mﬂmﬁm of mu@ 3@8&9.. Om @5 oosﬁw&\. it is the high prices that make the high
- rents. R ,
o In @cm:mnmnor of mzm statement it must Uo added m‘,mﬁ a rent owm.no.w comes into play in
settlement of price when the marginal land for a given purpose can OE% be obtained by buy--
ing out somebody ‘who requires it for another purpose. The marginal -factory in the outskirts
o 0». a town has had.to win its site from. mmﬂocﬁﬁ‘m in all wwowmg:aa and to do so it has had
-~ to pay for the land a charge equal at least to izs rentable value for agriculture. This charge,
. n UWBQ Socﬂoa at. Qmm margin, is an csm,\o,&mgo element in BmﬁmBmw cost, and ﬁronnmowo

@ J. A, Hobson: The Economics of Distribution, pages 12c-121.
@ " Patten : The ‘HnooQ of U%pmﬂ:o MOOUOBPom, . 58. It is not ommw. to quote from Paten’s text and show that he
S takes 4 Bmmeb& Tand” for a given use to be the same as the poorest land. in that use.  But the context reveals that
S this s ﬂun.ﬂomﬁonwd_.% gm mawmxvm:ucb I w&u«n therefore 5&5@& Ew statement among those which uphold the theory

under nxmBEwﬂou. E

 &xe m:ﬂﬁu.\% 8 s "
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. enters into the supply price of the article produced in the factory.” @®
- And again :— : _ , ,

L P @&»Bm% for marginal land for any purpose,-if it bears a rent, is an element of the
. cost which helps to settle price,” @ . ; :

1

. “Let us assume that a rise in the price of wheat makes it profitable to extend wheat culti-

- - vation to land that has herefofore been employed for grazing.----That the farmer of the
~° . marginal wheat Jand (formerly grazing land) must pay the owner of this land an amount
o -7 that is equal to its rent as grazing land must be admitted. It must also be admitted that -as
. this is a payment ‘at the margin of wheat production it will enter into the determination of the

- . . price of wheat.-----the scarcity of any good is reflected in the factthat it yields a monopo-
. ly, or marginal surplus, or a surplus that enters into the determination of price. -~=-the

-~ amount which would have teen paid for the land for grazing purposes is a surplus of this
- kind. For it is secured by the owners of the marginal land in wheat production in common
. with the owners of the better land employed in the producing of wheat, and thus - - - certainly
~ enters into the determination of the price of wheat,” ® )
I shall now attempt to show that this theory is inadequate, I believe it to be built upon a

~ false conception of the margin of production and that it therefore arrives at a false conclusion as

- to what are the marginal units of supply. Having selected non-marginal units as the marginal ones

@ Chapman: Political Economy, rp. 213-218. . o
- ® Chapman: Outlines of Political Economy, p. 298. See also p. 288.. This author objects to calling this  margi-al 7
- payment for thejuse of land “economic rent.” .
B - ® MacFarlane: Value and U‘M.,mmw.wm:monv PP. 130, 132. HEM author objects to calling this « marginal ” payment for the
e - . use of land “rent” at all. ’ , o

it sm,nowmwmq,, selects sontmwmmwa expenses of production as the ,Bwnwmnm‘m ﬁn.ooummm. u&Mﬁmw mwwwgmwwo. m&
"~ that the theory is built upon false premises I shall make some mﬁmw.,mmﬁonm as to w mnw e .

" taking those false premises. At the end I shall add a short section o.&nﬂ.m&“om, to show the

o Emmm@mmo% of one of the: best known ﬂﬂwm&mﬁm.ow. the theory under. wanuumﬁo?.

N e “Hw_m; first .&mwm,,, to be noted ,wvos.r.,.n,wmm theory is that it attempts to &mooiu. the mumnmﬁm% MN.
RN penses of producing a particular commodity. It does not oonm&mn @m. land as cmw& .Bﬁ.o y fior
|  “food” or “raw produce” and undertake to find the marginal expenses of @nomcoﬁm hat e
"~ modity. It uridertakes to discover the marginal expenses of @no.mc.&mm .mcow particular commodities
g &mmmm,:_.w garden @aomn,a&_,wvv : mﬁ-mno% and amo;m‘ of city building wnm.m. ‘ ) . .

" The second thing to be noted is very closely related to the first, msn.w is ﬂwm.ww the economic  ren
" which. is considered is not simply. the “income received by land” but is ﬁ.um income H.aoo?.mw vu» M.
- particular piece of land for the production Of aparticular commodity. This theory carefully e
- tinguishes between the rents which different particular commodities will pay for a given @88. £

B The third, and perhaps most important, thing to be noted is that this theory assur fw
;m.wmwwﬁgﬂ commodities are competing for the use of certain pieces of land. It further assumes that

- _ the land will be ﬁme for that use whose value ;mﬁoém it to pay ﬁpo Emwmmm, rent, , g

T Itis clear, then, ‘that the proponents of this theory are endeavoring to, solve Jevons’ problem
and not Ricarde’s.® ‘ . o

- /D Compare dqmaw wmm.gmwow,‘muﬂ&m above. Hmmwnwmm to.

L mike @R® 8 B R gig




‘M s,wzow the . H.S.Bmp wznm of a particular ooBBoQ@\ will allow that particular commo
o a HumwnnchH piece of Jand under ooHHm&Q.onm..

CLTimin produce ”’ v&” mﬁmBmw to cover any and all commodi

Xei _ .So ma said that,

BRSSO g mg I <

.Hﬁm% do not Hoow at rent as merely “the price paid for the use of land” but as the price

dity to pay for
They attempt, moreover, to discover the marginal
,mu@mmumm of producing one among many particular art H&mm iﬁow ﬁmwg together, might bé called

“ produce . .Hﬁm% do nOn even limit . its range. to ‘corn” or

ties whether. rural or urban. It is also clear that
these writers do not assume that the land is taken from Nature and that it has only one possible
‘cmmv.lmymﬂ it must be taken for that purpose or return to Nature. . These writers assume, on the
nosv‘mnu) mymﬁ different ?.oarow with' different. Bmamsﬂ -expenses of production and - different prices.

~are actively oonoﬁBm for some of the Hmﬁa .Hwamm éﬁﬁmmm do not do as Marshall says 9@
onmmHomH economists. Q& mma mzﬁuo% T

-- @wﬂ all wﬁmw Om mqnnmnnﬁ\& ?.oacna can be’ wawﬁama as equivalent to certain quantities
om corn; and that all -the land will be used for agricultural purposes, with the - exception of
UEESQ sites izow are a mBmm msa umm&% fixed part of the whole.” ®

On mam o\%mw mea @5% do as woe.obm did. mm spoke of mvoﬁwﬁomm and Qoﬁ;. and

turnips and
mmm& that even msm 38@05 om these Q&wﬁbn wmwﬂn&mw commodities did not invalidate

the reason-

“each @op.ﬂou of Hmua should be m@@rm& »o that culture or

total of utility, as memcwma by the value Om 9@ ?.om:oa
loss.” @ )

D Marshall : m.ﬂbouwyom of wocboEFm w:p Ed., p. 434-5. ;
@ unqoupm The H..Wmowu. of Political Economy, 4th Ed., Preface, p. xlix. -

use. which yields  the largest
5 if ompmweﬁmm applied there will be a

These mamuq,m make it _,Qmm,,w‘H trust that this theciy isnotto be compared to Ricardo’s, embodied in

R @,3@8505 No. 1 at the w@,mm of this paper. Also that it is not to be compared to proposition
o “No. 8, where a wwn of 9@ 360@85 is that the land has one use to which it will be put regard-

less of -the price “of i its product. And it will be clear, I trust, that it is as a substitute for proposi-
tion No. 2, which considers parti icular muﬂoocoﬁm and particular rents and the competition of several
- such products for the use of the same land, that it must be considered. What, then, is the point
“at issue between our theory- as mmowoaa& in proposition No. 2 above, &mvow\mﬁmm in the March,
HONH article, and ‘this one? ,

‘Most advocates. of this Qmoﬂw Hmooaénm an extensive, no-rent, margin mow. products produced on

,‘ no-rent
. the Huoow\mmﬁ land of most countries. They also ‘recognize the - existence of thie intensive; ;

margin on all Hgﬁ-@mﬁbq land. Hwob &m% mﬁm.nm that the poorest, though it be rent-paying, land
for the given use constit utes a S‘E\m margin ; upon this last margin economic rent is paid and is a
marginal expense of ?.o&cﬂbo. the ooBBoma%, because it must be paid in order to keep the land

- from going to the next lower use. This seems decidedly like the theory stated in: mdw. March,
- 1921, article. It was stated there ﬁ:mﬁ units of a mmBoEE. commodity were on the margin of not.

, iv
being produced at all on three different margins : and that two of these were these same extensive
. a
and intensive no-rent margins while the third was a margin on which economic rent becomes

Fe marginal oN@abmm,ow_ wﬂoazomo?@ The theories really appear to be much alike. They agree as

to- the two no-rent margins. " And they agree as to the existence of the third margin where w@bn
s oﬁmaomm But” ﬁwmw. nwmmmwmm as to where this third, or ¢ product-changing margin” Is found.

I They differ as to whick pieces of land in @ given wse it is whose rent is a marginal expense of

) Pages Zm&»o. -
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‘raw produce ” or “agricultural
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wwomzoaos ».9. the given. ooBBo&Q The theory under examination states that this margin is on

“the poorest land- mou. the given use. The theory which I uphold states that it is on wikatever pieces

~of land now in that use are ““on ‘the margin of going over to another use” and are held in place

only by the fact that the normal price of the .mﬂﬁ&n produced is such as to give them a rental as

. good or mr&&% better than they could mm:.b otherwise. The land may be the poorest for the use

S ‘or it may be the gesz for the use, or it may be some piece between these extremes. Giving the

. reasons for vgmﬁnq that it is the rent paid on zwhatever piece of land is on the margin of leaving

~ the production of that ooBBomHa\ rather than that paid on the poorest plece of land for the use is
gw main task of the @wammuﬁ paper. They can be given, however, in a very short space.

. The central facts 8?0& make it certain that this mawm or ¢ product-changing,” margin .of pro-

o .J,mco\cos of a particular commodity is not only on the poorest land for ‘that use are: (2) that no

. expense of production affects the exchange value of a commodity except as it operates upoun its

~ supply :—and ( (b) any expense of producing the supply of a 003809@. which must be paid in

" full in order to’ Wmow that supply atits normal amount 4s a marginal expense of producing it. Z/e

o “whole matier rests- upon potential influence upon the novmal supply  of the particular commodity.

‘ _ \.ﬁuwog&% nothing else from the supply side can affect it. Whether certain units come from the

mOmemn or from the best plece of land in that use affects the case not in the least. 7he whole

 matter depends &%%N &\Ru\&\ o not. N\N&m units would be %\g&w&m& o the price were to fall. The

) particular product of the. ?qgmw paid laborer in the mcﬂomso_um@ industry is a BquS& expense

- of producing automobiles if the going price of the product is only barely sufficient to allow him

STy Swmw which S.E Wmo@ H:B m.oB Qo.so. over »o the building of aeroplanes or to other ﬁomn

.. His share of the @woason is on the margin Om not being produced at all.®  This is a marginal , g
 use of labor. It is one of muo% points at 4.&6& productive power is ‘“ on the margin of shifting”
" from a use which has come to @mu\ Jess to one which promises to pay more. It is a place at
‘which  changed a&m&onm Om supply and . demand manifest themselves ”.@
MNmom% the same thing is true of Jand. If the best land in market-gardening is “on the margin
,0m going over” to use for. WEEBQ sites it is in & position to influence directly the supply of
Qm&mn @noacn\nm And Hm the price: of garden products should fall, through a change in demand,
- say, waﬁq it impossible for gardeners to pay the customary rental, that land would leave the
, Mw@aomcon and o.o ~over, not, be it omwmms:% marked, to a “/Jower” but on the contrary, to a ligher
 use. Or, if an increasing demand for dairy produce should arise, it is-quite possible that some of
. the pleces of land half s.m% between the poorest and the best for garden products might go over
S ﬂo that use rather than that the mooﬁmﬁ land should go over to wheat.
. ~ The entire matter aw@gam upon. the fact that so many units of supply of the Oméo&mn com-
Bo&&m rden @moazno is needed to satisfy the normal demand for it. And for the production
- of that amount, with the supplies of all the different kinds of productive power as they are in the
R noBBcHE% and the uses to 8&8& Qum% can be put, -profitably (i. e., under the general non&ﬁoum
: of demand and. supply) about so many units of productive power in-the form of land is needed.
" If the demand for the commodity falls, the rewards paid for the powers used, or for some of
—_— them, must fall or the supply must be curtailed: U% some of the agents used . for that purpose
e _.vm.,moSm,._ocn of that line of production. Now just as it is not the woémmf@ma Jaborer who will Home.w

‘M This is .gn wﬁbﬁmﬂm Ai.now locates the “ marginal shephered » for Marshall. NuEm. wwmom 516-517 and mnote.
@ Ibid. ..? mnu. S . ; :

%.If@ %OC ,&
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a given work first ﬂ%o: a wm: 0». wages, so it is not the lowest-paid piece of land which leaves
first. " The laborer éwono wage in that line will become equal to what he can get in another line
with the smallest fall in the price of the commodity will leave first. And the piece of land whose

s - _rental will be made m@cmz to the rental it can earn in another use by the smallest fall in the price
S of the ooaBo&ﬁm is the land which will leave that line of production first. It is -the product of
T ~ this land which would fail to be vwoco&ﬂ to-market if the price of the particular commodity should

Cfall It is necessary to pay this land its normal rent if its part of the supply is to be kept on the

o Bmwwmﬂ The normal pay for the use: of non-land agents plus the rent for this land is an expence
o producing marginal units of the mcwwH% of the commodity in question. . It may be said with
. negligible error that the rent actually paid on the land thus on the margin. of going over to

~ another use is-a marginal expense of producing the commodity grown upon it. This is true be-

cause; as &Hmma.% stated, units of a given grade of labor, of land and of every other kind of

.@nomcoﬁ:\m power, are ,,ﬁuwrom to all Qoﬁ_&mﬁmsﬂ usesas faras itis profitable. As Marshall puts it,

..-m@c&n% is maintained between its <&cmm for each use w% the constant tendency to m?».ﬁ

(it from uses, in which its- services are ow less <m€ to others in sgow Q,ow. are of greater
<&co -2 O - ,

meﬂ is, it is an. mBmQ& mba inexact Qmmo:wﬂon of the facts of @nomcoﬁos Qw:ob insists that a

e m&mﬂdbﬂ “ grade” Om land is required for the production of each kind of commodity.

~ Labor of 9@ ‘same grade is- m@mroa to many different kinds of production. Land is likewise

T ,mm%rwa .mwanr just as many laborers of a given grade tend to earn the same amount in the work

~ - Principles of MOOboB»ouuﬁb Ed., page .ma&N. ) o LR . -

~for ;,Swmnw they are mBﬁo%w& as Aﬂsm% could earn in another occupation so, many pieces of land of

a3 given grade tend to earn the same amount in the use to which they are put as they could get
~ in other uses. The earnings Om land are ‘thus “ equalized ” and unless the total amount of rent is
:@mm& to certain of these pieces (as Eﬁ&% to be better pieces for a given use as the poorest) they

will leave that line of production. S i . . .
~ The total rent on one of those @oowm @Em ““on the margin” of deserting that line of production
‘Hm a marginal expense of producing the commodity which it furnishes. . ,,
“This conclusion is uoﬁ arrived at in any indirect mauner. - It is reached by going straight to. the

‘ .\o&% conditions which can “affect prices,~ conditions which affect relative supplies. The only ques-

tion asked is this: “ At what places do we find produced those units of the supply which would

e fail to be m«oacooa if the price were: to fall?” It finds them at’ the 'points indicated.  The

i

wnomzom from pieces: of rent-paying Hmbm. on the “product-shifting ” margin is on the margin of not

~ . being mnoacamm at all and has economic rent as one of its necessary expenses of production, but
o r,,ﬂgoMm pieces of land are as liable. to be the better or best pieces for the given use as the poorest.
R _.M.Ew theory which teaches that it is necessarily the rent on the poorest Hmb@ for a given use which

o isa ‘marginal expense of production is not true to the facts of the case.

* % * o % * * * *

Humuwm@m a fuller mmwumﬁmﬁos of the position here ‘taken may be Qwﬁoa if a word is added as to
S\Q\ énﬁawm have w@g Hoa 3 this. voﬂﬂonr I vmw@.m there w_mﬁ been néo main causes.

mHu The @nSQ@m.H cause m.wvmwnm to lie in mum:. failure to wmooqano clearly that maa% are dis-

it (cussing a different .question from that treated: by Ricardo.. There is an apparently half-unconscious

srre  Glom) B B wng
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R m@gwn to m@@q WAanQOm memoEsq to an osﬂm&% Qm.ﬁdn\n wnovﬂoB

, o, mwu ,Hvuw mmnoam cause qaoém @m&% ocﬁ 0». the first. Hn is an inconsistent use of the term
o marginal ‘H,Em Bogmanmnn% appears to be due _partially to ‘a).a confusion of two usages of
R ,mﬁ same nQ.B Bmm:umw ” mzm @mw:mm% to Awu a BHmSmwnwnmﬁwcos Om Hﬂnom&o.

M ww.cm mﬂmﬁoa &m@éﬁﬁd gmﬂ

¢
~ «The. term %ms.o.BLu rwm frequently been mmm@ in economic literature in two distinct and
unrelated s ,\msmmm Osw of those senses makes ‘marginal’ mean the poorest in quaity of a
number of units ofa good, or of a producing agent. The other makes it refer to the last of

.w.o WMOOHHHMW ow.mwwpmw wz &. é?&p are quality. mba 9@8»,9‘9 B.nmnowmsammgw é?ow will be taken

It é.m be oSgwsﬂ Qmﬁ these Q\o meanm are not the same, Furthermore, mgmw all kinds of
,,.Bmu.QSmH reasoning, such as’ that dealing with marginal utility, marginal expenses, etc., %@asa upon )
~ the second of these Bmwano.m. ‘These writers appear to have used this term in the two Ssenses and
v m:mm to have con mcmma n?w 3\.0 M,wwd confusion follows most umﬁc.‘w:vw unless the dual usage is
| made with great care.. If the @oow.mmﬁ Hm«& in a given use is ““marginal” land then it seems

natural to suppose that the product from it is also BquEww ”?,and that its expenses of produc-
tion are the 830.5& expenses of producing that ooBBOQHQ mcﬁ as I have already shown, this

- is not true. The @oo&% land in a given use is ‘““marginal ” in a different sense, from having its
W.waoaco» on the margin -of not being produced at all” and hence only drawn out by the normal
price. The word ‘marginal 7 is used in senses é?ow are different. wsa s&ﬁw are not Anﬂmﬂowgo.mmgo.

@ . This ,?Hm.au.NEo for H(hm.wow 1921, Page o3 : ,, B

L 1 It cannot be stated definitely that this inconsist«nt usage is also @co in part to a misinterpretation ﬂu
- of the Ricardian doctrine, but it seers probable.  Ricardo undertook to find the places at which &
income-earning agents shifted away from the production of raw produce. That was the principle
that underlay his mn&u\mm;.. -An incident was that’ he found one of these places on the poorest land
~ for that use. It was a fact that this land @wo&cooa the marginal’ units of the supply, but the
. gssential fact about these units was not that they came from ‘the poorest land, since often called
“*“marginal 7, but ﬁvm\n nwm% were the units of \9» mzwwq which were ucwn .cmz\o&\ drawn out by the
;@ﬂow o:mwma : R
o .E.T point of Ricardo’s s mb&%mm was in the fact that the produce was there on the margin of
" not being @nomzomm at all”. The fact that:it was produced on the poorest land was in reality
~ only an incident. It.seems aﬁnmnza to explain how anyone should select the units of a particular
. commodity from the poorest piece of land in that use as nmom%m:q. i 3335& ” units unless it
o were “omrgam mawm .mbmm Eo&owﬂ Om msm mw&@. analysis were its essential point.

Oosnmgﬁu Huuommmuow ,p ozmmaoﬂ s Criticism.

- Perhaps the best wwogB ms& most authoritative criticism of this ‘theory ‘hitherto w,&rmwo@ is that
- of Professor. Hollander. ‘The following note may be mocsm vseful to H.wwaﬂ.m who care to compare
. ~ his position with the ome set forth here. _ .
7 It should be stated that his criticism was written some years prior to mam publication of some of
the quotations. criticised in.the above mwmmﬂ mba &ww it cannot be expected that it would necessarily
mwwq to mﬁ 0m gmB.‘ Ocoﬁmﬁoa are given, boémiwn from ‘Patten and H.wovmop
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anOmmmmoH mozwsmwa mnwrwm that ﬁzm theory is .owm& upon two, nsmno.m as follows :—

A 1) :UmEmH ow. m‘_o existence in- mQEmH oc:“:\mﬁon of zo.wmsﬁ Hmh ”’, and,
{ Nv ::w&mnﬁ Om :&Sm:\o o&m,«mﬁon 7”0y

~ While these two wowao\um are stated to vo at’ ﬁww basis of the theory @m% are not given the

e bﬂmmBo place in Hollander’s discussion. Most of ‘his discussion deals with No. 2, and goes to show

7 that the Ricardian mgoo&n of Rent and Price does not depend upon the existence of no-rent land

S but on the existence’ of { the two margins, extensive and Sﬁmmm:& upon which labor and capital
~~ costs of Huao&conow are’ m@c& mnw principal &88 is that,

Sl “ Bﬁmﬁ& Hmw& ém: ?w na#:\m\nma bnmmmﬁ&% until a no-rent "use is reached. The cost of
- - - :-the increment @o@coma by this final application of labor and capital will be the cost of the
S w0 real Bwaqﬁmm ?o&cnw md& into mﬁm EQmN of normal oo%n rent does not enter.”” &

1 shall Bme @ano criticisms o%. this woeaoa.

a - (1) First, it fails to.recognize the existence of the two ~problems discussed separately by
~ Ricardo and Jevons. It undertakes to apply Ricardo’s reasoning to Jevons’ problem, to which it

© s, as I have mﬁowm% shown entirely inapplicable.®  Ricardo thought.of the land as wmﬁso, no

" alternative use so that the witholding of its rent could have no influence upon ‘the supply, and

“hence upon the price, of its product. . It must be used for “raw ,@womzom_ , accepting the rent that

. .ooBBoaz% om.mwmm or-return to. umEno. ‘Both Jevons and the persons .&wo uphold this

D Quar Q.H% Hosdui of Woououz?v <o~ 1%, mmw@ Hum
va HUuQ. HvNWO HWU.H :
® . This Magazine for March, 1921, page 1i1 et seq-.

“ marginal

S «man: ‘theory work upon a different problem and with a different hypothesis. In their case it is
~ supposed that Q»m land has other competitive uses and that if the commodity usually produced fails
“to pay the usual, or normal, rent the land will go over to another use. Some pieces of land for
~a particular amm‘wwm, therefore so situated that the entire product from them is “on the margin of
“not being produced at all”. .Hrm two cases are mbaa&% different and Ricardo’s nmmoQ. does mnot
m@@? to the other wqumB.‘ : :
(2) Second, Hollander’s position as ﬁo ﬁ&mﬁ is “the 3& BwnmE& @woacon seems to me fto
= ,vo erroneous.® - This follows logically from his failure to recognize the fact that heis not discussing .
Ricardo’s problem. ‘His criticism is. ostensibly based upon the Hﬁom&&s analysis but it also in-
“volves the overlooking of Ricardo’s’ main. w«ﬁﬂwﬁ it is built upon an incident of the solution of
- Ricardo’s particular @3@08 rather than upon his central idea. Ricardo sought to discover those
wosw at which changes were brought about in the relative supplies’ of -urban and rural produce.
- In Marshall’s words, he was “ watching the marginal uses of” labor and- capital. And he was
- doing so because, again in’ ‘Marshall’s words, he knew that ‘it is only at the margin that any of
. o QuOmm shiftings can occur by which changed relations of supply and demand manifest themselves.”
 That was the central @:bo‘ in- his mb&vﬁm. An incident of it was that-he found these shiftings to
occur on no-rent. land and at the intensive margin on rent-paying land. Since, by hypothesis,
there: is no no-rent land for the production of the commodities under discussion, one of the two
places discovered by Ricardo is out of the question. =~ But instead of. applying Ricardo’s principle
~ and looking for places at which units are ““on the margin of not being produced-at all 7, Hollander
mowwoﬁm the inciderts of ?m discussion of a different question, and insists that all the B&.Ss& units

S Y mao mdo»mSop mwo<$ @;ma um
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 of a particular product must be found on the remaining one of the two. That is, he insists that
L all the * real Bmammb&wmwomcnn » comes from the intensive margin on these rent-paying (which in
~this case includes all) pieces of land. Any normal agricultural community furnishes numerous
- examples of units of particular products on the margin of not being produced at all which are
" pot produced on mw&,@a the intensive or the extensive margins, but on:-the “product-changing
- margin”. . | o
R T ,mwv A third criticism of Professor Hollander’s discussion should be made, although m\n,mwwﬁmaw
- that the subject of it has not contributed toward his taking the position outlined above. I refer
« Ao. his _cwwm,m of the term “ marginal ” in two distinct senses as I have already referred to its use -
. by the authors criticised. above. Throughout his discussion the * poorest land for a given use” is
~ taken as “marginal land . Such usage appears to me to be lirely to.lead to the assumption
. that the product of this land is “on the margin of not being produced at all?, which, as I have
~ already shown, is not true. It seems that the usage should be avoided;

. . The End
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