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Karl Marx’s .The.ories of Surplus Value
~ and Land Rent
By F. C. R. Douglas, M.A.

The systematic exposition of the economic theories of Karl Marx
is-contained in the three volumes or “ books™ of Das Capital, The
first ‘edition of ‘the first volume was published in German in 1867, and
an English- translation by Moore and Aveling appeared in 1886, ~The
second volume contains littleto modify the first volume, and will not be
noticed ‘here.  The' third volume, which bears the sub-title “ The Process
of Capitalist Production as a Whole,” was, as Frederick Engels explains
in' his'preface, drafted between 1863 and 1867. It was not prepared for
the press: and published until 1894 wher - Engels completed this task
eleven years after the author’s death.  The-first volume had therefore a
long stazt of it, and most of those who-profess themselves to be Marxians
base themselves on that or on popular summaries of ‘it,” and are' unac-
quainted with the third volume, which in important matters profoundly
modifies the inferences to be drawn from the first. T ‘their preface to
the latest translation of the first volume Eden and: Cedar Paul say :
“The present volume contains the whole of what most people mean
when they speak of ‘ Marx’s Capital” ™ ' o

TRE LABOUR THEORY OF VALUE

" The foundation of the whole Marxian system is the labour theory .
of value expounded in Volume I. The way in which this is established
is simple, - We have to explain why two commodities exchange in a ceriain
ratio, for example’: ** why one quarter of wheat == x cwt. of iron.” This.
equation, says Marx, “ tells us that in two different things, namely, in
one quarter of wheat and in x cwt. of iron, there exists in equal quantities
something common “to both. They are," therefore, equal to a third
something, which' differs in essenceé from them both * (p. 5).* Now,
says. Marx, exchange ‘values are different from use-values, we must
therefore  disregard use-values, and ‘we must also -disregard alf “the
physical, chemical,: or other natural properties of commodities - which

* % These and .other quotations from Volume T are taken from the translation by
Eden and Cedar Paul (George Allen & Unwin, Ltd., 1928).
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givs them value in wse. The result i that * when use-vziues of com-
maodities ars lelt out of the reckoning, there remains but one property
common to them all, that of baing products of Iabour™ (p, 1. Thus,
labour is the measure of value in sxchangs,

Nothing could be ampler. We start with commaodities, which are
the product of labour. We ignore anything which has valus but is aot
g product of labour.  We ignore evory clroumsiance wmwmng 2 oom-
modity except that it 15 o product of labour. ;0 having eliminated
everything clse we conclude ihat af“m is measurad by labour,  This is
an example of soe-called Marzian © dialeciic.”

Marx proceeds © 7 A use-value or a good [useful article] has vaiue
solely because abstract human labour hem hesn embodied f;}r materiaised
m it. Heow are we io measure this value 7 In terms of the quantiiy of

valw-aar*“un&' substance it contains—ihe quantity of labour.  This
itseif measured by its duration © anpd labour time, in tura, 15 messured
by‘ hours, days, et (o 7
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w the labour theory of value. The value of a commodity, according
10 Ma?x depends upon the quantity of Jabour Hime required fo produce

it. If the corsmodity s pro duced by working upon & raw naterial

‘%!mﬁl has already been produced, the value of the raw maienal depends
wpon the amount of the labour necessary to pmdzl e 3. This value
passes on to the finished article. To it is “added the guantity of labous
required to prodoce the fnished article from the vaw material.

Thus the capiialisi buys bis raw matenals af a value winch 5 deter-
mined by the labour time necessary o produce them, he buys the labour
time necessary to work them up, and sells the finished article a4 a value
which represenis the labour time required for producing the raw materials

pi

w?az; reduces skitled labour 1o ;sjmpég, fuhowr,
and 50 the whole sxyplans~

. sarplus !w ;

plus the labour tme requis
Whenee then cores his * profit
simple.  The capitalist buys his lsbowr Hme x
adds to production, but at a less value, He pays the ka%muur only sufficient
to keen him in sxisteace.  He buvs Iabour ot Iis cost of production, the
amount necessary to feed and dmhﬁ the fabo sez:

Or, to put i in another way, if six hours working time per day s
sufficient o o mive phe b{fi;g';,r" fthe © ssary working e ™),
and if be works for ten howrs a day, the ”p;i,aiw; avs Ezi na wage which
represents the value of six hours labour az*d iates the balance
(the “ sarplus working time 7} for !m;*“ﬁ:l? ' "*séua value iz the
equivalent of * surphis wﬂk**w tme.” it iz vorki ing e, In
ihis consisly the sxploitation of iabum.

 Giranted ity promises, the &’;!s&ow%
important guestion 72
labonr power to the ﬁ;
fis la
He say:
by me ans of ¢
TOTE ua;:: itnl

o

bt g very
%) iis‘..’:ﬁ his

*31 ?L Fl‘
B

nawars of
et 3 A‘f{}

taiist pmff- stion :
capital and labour pos
The whole mo

whch ¥

to aﬂsgﬂm

cirgie, ol

W{:‘liédc

lation {Adam 3 TEET ?1:.;2132:‘i{}2‘a "
l&ﬁ‘i{:fa whi ; 1 OUECDme he capitalist method of

but the s
The last tw
pu)%ia:m " ?ioﬂ“

and ; y
i §m<;4r pmﬁqu, to incre

ther hand, there must
and therefore

who des
sum o 1

*@iﬁesix of 55“ iy @wfz_
s i% e’ double s

5 form 2 & f the means of mmdw“ssw

means m sroduction, as do siaves, serfs, eic

st not belong o them, as the

propretors 7 (pe V8L

sy in fact 15 the sxpropriation

must oot
Secondly, th
means af pw'

The & W{‘"‘lac:; {)i fht, ;;‘pitalisi; 5¥SL
of the people from the land, " in v oof pi?ﬁ]:;:“/ accumulation
we must regard as epoch-making 2l re ns that acied as siepping -
stones for ihe capitalist class in course of formation. Above all, this

3




‘applies to those moments when prest masses of uman beings were suddenly
and forcibly torp away from the means of subsistence, and huried into
the labour marke! as masterfess proletarians. The expropriation of the
agricuitural producers, the peasants, their severance from the sgil, was
the basis of the whole process ™ {p. 793}

The finak chapter of Yolume T brings in the expeniencs of the colonies
25 proof that the exploitation of the worker s only made possible by
hiz expropriation from the land. Properly in iisell is aot necessasily
4 means of exploitation,  * In political economy thers is a current con-
fusion between two very different kinds of private property, ong of which
is based on the producer’s own labour, whilst the other is based upon
the exploiiation of others. Mot only do the economists forget that the
tatter kind of properiy is the direct antithesis of the former | they forget,
likewise, that the latler can only grow on the tomb of the former ™
{p. B48).

Referring to the writings of E. (. Wakefield on colonmization, Marx
says 1 First of all, he discovered that in the colonies the ownership of
mongy, the means of subsisience, machinery and the other means of pro-
diiction, do not suflice {0 stamp the owner as 2 capitalist unless theee
also exist, as correlative, wage workers, other persons who are compelled
to sell themselves * voluntarily.” He made the discovery ithat capiial is
a0t a thing, buat a social reiation between perscos, and a relation deter-
mined by things ~ {p. 849), Here Marx ma'es it chear that private owner-
ship of capiial in the popular sense (produced means of production)
does not constitute capitslisr 1n the Marxan sense, e, a system undar
which peopie are sxploited, and that capital or capitalism in his sease is
that social relation in which the mass of the people are deprived of land,
A few pages later he says @ *° We have seen that the expropiiation of the
masses of the people from the land forms the basis of the capitalist method
of production.  The essence of free colonization, on the other hand,
consists in this, that the bulk of the land s still public property, and that
every settler on it can, therefors, turn part of i info his private property
and individua! means of production, without mierfering with subsequent
seitlers when they wish Lo nerform a like operation ™ {p. 85%). Henry

jeorge solved the problem of how to make every couniry a perpetual
colony by shanng the value of land equally between all ifs inhabitants,
this making it impossible for tand to be held out of use, and men com-
peiled 1o sell themselves for a subsistence wags.

Marx concludes this volume by saving ;  © Here, however, we are
not concerned with colonial conditions. The only thing that Interests us
is that the political economy of the old world has discovered in the new
world, and has then proclaimed on the housetops, a great secret ¢ that
the capitalist rethod of production and accumulation, in short, capitalist
private properiy, demands as iis fundamenial condition the annihilation
of selfvearned private property ; in other words, the expropriation of the
worker” (p. 8538).  {in the translation by Moore and Avsiing the follow-
ing words are added ; ** ——that i3, the exclusion of labour from the
iand,”}
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branches of production {what Marx calls variation in the “orgzanic
composition ™ of the capitals invested), instead of the raies of profit
_ being different, as the theory of surplus valus implies, they * are equalized
by means of competition into a general rate of profit, which is the averags
of all these special rates 7 (Vol. 111, p. 186). Why this should happen is
nowhers explained,

The “ cost price ™ of an argcle In Mary's terminology is made np of
the price of the raeans of production used up in making 1t plus the price
of the labour power employed. And its ** price of production” is ** {5 cost
price plus that shars of average profit on the total capital invested {not
merely consumed) in its production ™ {p. 186). Thus Marx’s price
of production i, as a matter of fact, the same thing which Adam
Smith calls narural price, Ricardo price of production, or cost of production,
and the physiocrats prix nécessaire ” (Yol HI, p. 233).  All that remains
of the theory of surplus value is the assertion (Vol. [I, p. 204) that the
total of all the ™ profits 7 of all the capitalists is eqgual to what would be
the total of all the * surplus values 7 it the commodities had soid at their
labous-time values instead of selling at their * prices of production "—
a stafement which is incapable of any form of proof, and which must
for ever rest upon the pontifical statement of the master,

The publication of the third volume filled devout Margans not
merely with surprise, bui also with horrer ; i1 is not unnatural that its
circulation has remained extremely small, and that there is no attempt to
popularize it by means of extracts and abridgments, as there has been
with the first volume. This is all the more sad, as the later volume
contains, as we shall see, an interesting discussion of land vent, which
would have made a fitting pendant to the discovery in the first volume
that the exploitation of labour depends upon the expropriation of the
laboursr from the land.

THE THEORY OF LAND RENT

Part VI of the third volume of Capiral is headed © * Transformation
of Surplus Profit into Ground-Rent,” and occupies 227 pages in ihe
translation by Ernest Untermann (published by Charles Kerr & Cov,,
Chicagoe, from which the quotations below are taken).

In the chapter dealing with * preliminaries ¥ Marx refers back 1o
what be has said in the first volume, that the capitalist mode of produc-
tion presupposes free labourers (1.2, no longer boadsmen, serfs, or slaves)
and, * on the other hand, the expropriation of the mass of the peoole
from the land” By * capitalist production,” it will be remembered, he
means a form of society in which people are exploited, in which surplus
valpe arises. He adds: * To this extent the monopoly of landed pro-
perty is a historical premise, and remains the hagis, of the capitahist
mode of production, just as it does of all other modes of production,
. which rests on the exploitation of the masses in one form or another ”
{p. 723).

Thus it appears that Marx considers that every form of sxploitation
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is baged not merely historically but as a living fact upor land monopoly.
This 15 not 2 mere chance remark, for the same thing 15 sald over and over
again. ** The privaie ownership of the land, and with it the expropria-
tion of the direct producers from the land-—the private property of soms,
which mmplies lack of privaie property on the part of others——is the
basis of the capitalist mode of production ™ (p. 944). On p. 956 he
refers to the ™ fact that large property in land iz & prerequisiie and con-
dition of capitalist prodoction, seeing that it separates ithe labourer
from the means of production,” * The fagce thai the earth received the
form of private property is a historical requirement for this mode of
production ™ (p. 10293,

The treatment and the numerous illusirations appear to relate

mainly to agriculiural land, but it is evident that Marx considers that the

same principles apply to all land. ™ We include also water, eic., in the
term land, in so far as it has an owner and belongs as an accessory 1o the
s0il.” * Landed property is conditioned on the monopolization of certain
portions of the globe by private persons, for the purpose of making
these portions the exelusive spheres of their private will and keeping all
others away from it > {p. 722). He makes it clear also that in speaking
of ihe land owner he regards him ounly in that capacity, separating his
position in that respect from his position as an owner of capital. ** The
renting capiialist pays to the land owner, the owner of the soil exploited
by him, a sum of money at definite periods fixed by contract, for instance
anpually (just as the borrower of monev capital pays a2 fized interest),
for the permission to invest his capital m this particnfar sphere of pro-
duction. This sum of money is called ground-rent, no matisr whether
1t is paid for agricultural soil, building lots, mines, fishing grounds, forests,
ete.” (p. 725).

LAND DISTINGUISHED FROM CAPITAL

He goes on to explain that ™ capital may be fixed in ihe soil, may be
incorporated in it gither in a transient manner, as it is by improvements
of a chemical nature, fortilization, etc., or more permanenily, as in

drainage canals, irrigation works, ievelling, farm buildings, etc.” This

capital may be designed land-capital, and it belongs to the category of
fixed capital. * The inierest on the capital thus incorporated in the
soil and the mprovements thus made in it as an instrument of production
may form a part of the rent paid by the capitalist farmer to the land
owner, but it does not consttute that ground-remt, strictly speaking,
which is paid for the use of the soil as such, wheiher it be in a natural
state or cultivated ™ (p. 7235}, Where permanent improvemenis are made

‘in the land by the tenant they revert to the owner of the land on the

expiration of the lease, and when a new contract is made the land owner
“ adds the interest for the capital incorporated in the soil to the real
ground-rent 7 (p. 726}, *° This is one of the secrets of the increasing
enrichment of the land owners ™ {p. 726}, and 1t s at the same time
one of the greatest obstacles to a rational development of agriculiure,
because the capitalist renier avoids all improvemenis and expenses, for
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which he cannet expect any returns during the time of his lease ™ (p. 727).
He observes that the reversion of the improvements to the land owner
appears even more plamdy ™ when land s used as building lots.” “ The
fact s thet if this sysiem 15 permitizd (0 exercise #s full effects for some
time longer, the eniire ownership of houses as well as of counntry real
estate will be in the hands of the great tanded proprietors 7 (p. 723).

Farx thes emphasises the esseniial distinction betwesn ground-
reni and interest, and expressty disagrees with the * harmony economists,”
such as Carey, who “have iried to represent ground-remi . . . 23
identical with inierest ' and so “ obliterate the antagonism between
bandlords and capitalisis ™ (p. 7295 He also exposes the attempt o
confuse ground-rent with interest by treating ground-rent as interest
on the purchase price of the land. The purchase price is the © capitaliza-
ton of the ground-reni ™ actual or anticipated,  Ttis in fact the purchase
price, not of ihe land, but of the ground-reat yielded by i, caloulated
on the ordinary rate of nterest, But this capitalization of rent has for itz
premise the existence of rent, for rent cannot be explained and derived
from its own capiialization, Iis existence, independent of ie sale, is
rather the condition from which the enquiry must start * (p, 730). Hence
it follows * that the price of land may rise or fall inversely as the rate of
interest mises or falls, if we assume that ground-rent is a constant mag-
mitude ' {p. 7305, As the rate of interest has a tendency to fall in the
vourse of social progress it follows that the price of fand has a tendency
o rise, even independently of the movement of grownd-rent ™ {p. 7311,
He observes further that the existence of a purchase price or value of
land is wsed as a justification of private preperty in isnd, but * the zame
reason would, in that case, serve alse to justify slavery 7 (p, 7323

Although the rate of interest has a tendency fo fall * the amount
of ground-rent (and with it the value of the soili develops with the prograss
of social advance as g resull of the total labour of society ” {p. 7463,
Maoreover, as caplialisi production and the production of surplus-value
develops, so * does proverty in land acquire the faculty of capluring an
ever-incrensing poriion of this sorpiucvalse by means of #s  land
monopoly 7 (p, 748}

Ye concludes this chapter by repeating thai ™ in proportion as the
conditions develop tn which agriculiural products develop az com-
modities (values) . . . s0 does an increasing portion of the surplus-value
asgame the form of ground-rent 7 (p. 74%),

IFFERENTIAL RENY

The next chapier 15 devoted to general remarks on differentiai rent,
which Marx iHlustrates by the case of a waierfall which supplies powsr
0w manafacturer at a less cost than other manufactorsrs have to pay
using steam engines, If the cost price in the factory driven by water
power is £20 as compared with £100 in other competitive factories, then
tins surplus falls deto the hands of the owner of the waterfall as £30 of
ground-rent, and * it would not maiter if this capitalist should be the

E:

owner of the waterfall, He would in that case pockel the surphs profi
of £10 in his capactly as land owner, not in his capacity a3 an indusinial
capitalist, just because this surplus is not due to his capital as such, but
to 8 limited natural power separaie from his capital, over which he has
command, becavse he has a monopoly of it. And 50 it is converted into
ground-reni 7 {p. 757,

From this illustration Marx draws 2 nomber of geperal conchisions
of which the following are the most important, Groundereni * is due io
the greater relative fertifity of definite individual capitals invested in a
vertain sphere of prodection, as compared with investmenis of capital
which are excluded from these exceptional srd natural conditions favour.
ing the productivity " fp. TSTh  “ Thig swrplies profil would also exist
nrivate property did aot prevail” Private property in dand * s the cause,
not of the creation of this surplus profit, bur of Hs transformation into
ground-rent ” (p. 758), that is to say, of s appropyiation by the owner
of the land,

Elsewhers Masz observes that after the abolition of the capitalisi
mode of production * the determinaiion of valve continnes io prevail
i such a way that the regulation of the labour time and the distribution
of the secial labour among the various groups of production, also the
keeping of accounts in connection with this, become more essential
than ever ™ (p. 992) 1 would be mieresting o know whether, and to
what exteni, his followers in Russia in keeping their accounts have taken
account of the ground-rent which must inevitably arise from unegual
situations and unegual natural endowment of land,

THE FIRST FORM OF DIFFERENTIAL RENT

The next chapter deals with what Marx calls *the first form of
difierential rent.” He begins by saving - * Ricards i quile right when
he writes the following sentences © * Reni is always the difference between
the produce obtzined by the smuloyment of two squal gquantitics of
sapital wnd labour” . . | He should have added, * On the same guaniiies
of land * so far as ground-rent and not surplus profit in general is cone
cerned 7 {p, TO0L  Thus grousd-rent arises * when two equal guantities
of capital and labour are cmploved on sgual guaniifies of land with
unegual resuis,”

A littde later he says © “ Ricardo is also right in the following sen-
fence, provided it s limited fo differential rent 1 © Whatever diminishes
the ineqoality in the produce obtained on the same or on new land,
tends 1o lowes rent @ and whatever increases that mequality, necessarily
produces an oppostte effect and tends 1o raise it°7 {p. 761}, The twe
general causes of usequal resulis are . Feriility zed the Location of (he
Lands ; and fertility and location * may work in oppasite directions ™
{p. 762). He zlso points out that another cause of mequality is * the
distribution of taxes, according to whether it works upiormly or not
it always has the latter effect, for instance in Fngland, when it is not
venfralized and when the tax is ievied on the land, aot on the rent ™
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(p. 761). This appears to be a recognition of the distinction befween
taxes levied according 1o area or use of land and taxes levied according
{03 its value, i )
We nead not follow the details of Mare’s examination of differential
rent under varying eonditions of cost of production and market price
of the product. They lead to the general and familiar conclusions * that
the price of production of {on] the worst soil, which vields no rent, is
always the regulating market price ” {p. 770) and that differential rent
of the first class arises * from the limited area of ihe best lands, and
from the circumstance that equal capitals must be invested in uvanequal
soils, which yield unegual produocts with the same capital ” (p. 771).

THE SECOND FORM OF DIFFERENTIAL RENT

The next five chapiers are devoted to what Marx calls ™ the second
form of differential rent.”” He commences with the question: * But
could it make any difference, perhaps, whether masses of capital of
unequal productivities are invested successively on the same piece of
tand 7 (p. 787). The analysis is somewhat prolix and tedious, bui the
result of it may be summarized quite briefly. '

It is an obvions fact that in practice we do not find equal quantities

of capital and labour employed on lands of differing productivity. Un
the contrary, the best land usually has more labour and capital employed
on it than on an equal area of poorer land. The reason is that 1t will
pay the capitalist to go on employing more capital and labour on the
better land until he reaches the point (to use modern terminology} at
which the last dose of capital and labour produces no more than would be
obtained by emploving that amount. of capital.and_ labour upon marginal
land (the poorest land in use). When that point is reached in respect of
every piece of land a condition of equilibrium is attained, and it 15 2
matter of indifference whether a little more capital and labour is employed
on marginal land or on better land. The interest on capital and the
wages of labour are equalized by competition, and cannot in any case
He higher than the amount earned by the iast dose of capital and labour
whether applied to marginal land or to better land. The surplus above
this marginal return earned by the earlier doses of capital and labour

on the better land is rept.  This explains why the ceniral areas of cities

yield very high rents, or, as Marx puis if, * the more the capitalistﬂ mode
of production develops, the more develops also the concentration of
capjtal upon the same area of land, ancj the hlghﬁ:&' rises the rent calcq‘iated
per acre ” {p. 809). And Engels in an interpolating passage adds : * The
more capital is applied to a certain soil, and the higher the development
of agricalture and of civilization in general in a certain country, the more
do rents rise per acre and per total amount of rental, and the more
immense becomes ihe tribute paid by society to the great landowners
in the form of surplus profits, . . . This law explains the wonderful
vitality of the class of great landlords ™ (p. 841). Engels, however, for-
getting that rent is determined by location as well as by fertility, goes

10

ot to indulge in the rash propheoy that there are enough prairie lands
left “* 1o ruin all the great landlords of Burope and the smell ones into
the bargain ™ (p. 843).

it is a convenient method of economic analysis to examine the
two forms of differential rent sspavately, but in practice in any escept
the rudest society they musi inevitabiy subsist together.

We can now refurn to the observation which Marx makes on his
first quotation from Ricardo. If we consider a piece of land above the
margin of production and assume that it s fully developed 30 that the

last dose of labour and capital vields no more than the same amount

of labour and capital would vield on marginal land, then # is true that
the rent of the superior land 15 egual to the differsnce between what
the whole guannity of labour and capital emploved on it would yield as
compared with what the same guantity of fabour and capiial would
yield on an area of marginai land sufficiently farge to employ that quantity
at the normal rates of interest and wages. In this senze Ricardo’s state-
ment is & correct and absohutely general statement of the law of differeniial
rent, and does not require, and indeed is falsified by, the addition of the
qualifying words, © on the same quantities of land.”

ABSGLUTE GROUND-RENT

The last part of Marx’s analysis of rent is devoted io the question
of * absoluie ground-rent,” that is to sav whether it is possible for the
waorst soil in use to yield a rent.  He prefaces the discussion by pointing
out that the existence of absciute ground-rent would not mierfere
with the law of differential rent, but would simply mean that the amount
of the absolute ground-rent would be added to the rent of each plot
of superior land. He aiso points out that absolute ground-rent cannaot
be inferred from cases in which the tenant pays for marginai land a
rent which is & deduction from normal wages or interest. There is noe
frue rent in such cases but only “ lease money,” because irue reni pre-
supposes that normal wages and interest are paid. Meither can absolute

-ground-rent exist where all land has not been appropriated and brought

under privale ownership (as in the colonies), for in that case evidently
omne could obtain marginal land without paying rent for it (p. 878}

The question is, where land is all privately owned, can absolute
ground-rent emerge 7 Marx says that it can. His reasoning is tortucus
and complicated, being embarrassed by the contrast which arises in his
system between value and price of produciion {io unravel which is one
of the objects of third volume of Capital) and by his theory of surplus
valoe., But the essence of it appears to be that absolute zround-rent
can only arise when the owners of land prevent land from being used.
“ The mere legal property in land does not creale any ground-rent for
the landiord. But it, does give him the power to withdraw his land from
gxploitation until the economic conditions permit him tc vdlize it in
such 2 way that it will vield him a surplas, whenever the land is nsed
either for agriculture proper or for other productive purposes, such
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as buildings, etc, He cannot increase or decrease the absolute quantity
of its fisld of employment, but he can do so with Its marketable guantity.
For this reason, as Fourier has already remarked, a characteristic fact in
. all civilized countries is that a comparatively considerable portion of
the land always remaius unculitvated ” (p. 875). If Marx had claborated
this idea, and if he had seen that expeciation of future incrosses in land
valne provides the economic incentive to holding land out of use, he
might have aniicipated Henry Georges theory of land speculation.  His
own coaclusion iz that * shsolite rent can only be small under normal
eonditions * (p. 898).

URBAMN AND MINING RENTS

The second last chapier of this part of the volume contains some
miscellanecus observations upon the rent of building plots, mining land,
and other non-agricubtural fand. He says @ “ Differential rent appears
every tune and foliows ihe same laws as agricoltural differential rent,
wherever reat exists at all ™ (p. 897 The rent of miniog land ©is dis-
tinguished, first, by the overwhelming influence exerted by jocation on
differential rent {an infloesce which s very comsiderable in vinevards

and in building lots of large cities} : secondly, by the palpabile passiveness -

of the owner 7 {p. 898). Of the monopoely prices exacted for land in cities
he says, * poverty is for house reni & more lucrative source than the
mings of Pofosi ever were for Spain ™ (p. 898}~ One section of society
thus exacts from another a tribute for the permission of inhabiting the
garth ™ (p. 898). “ The demand for building lots raises the value of the
iand as a building ground and foandation, and the simultaneous demand
for elements of the terrestrial globs serving as buiiding materials grows
with &7 (p. 899). He also remarks * that i is the ground-rent, and
not the house, which forms the actual object of building speculation in
rapidly growing cities ™ (p. 899).

He concludes by pointing out that the law of diminishing returns
{though he does not use this phrase) applies not oaly to agriculiure bug
to other uses of land, ™ It is true that, compared 10 scatterad handicrafts,
great industries may concentrate large productive plants 1z 2 small spage.

But, even so, a definite space is always required at any stage of develop-

ment, and the building of high structures has is practical imits.  Bevond

these Hmits any sapansion of production demands also an extension of

the land area ”* (p. 907),

The st chapter, entitled  Genesis of Capiialist {Ground-rent,” is
mainly historical, dealing with rents in kind, labour rents, and share
cropping, and calls for no special attention.

LAND MONGPOLY THE BASIE GF CAPITAL MONOPOLY

In his criticism of the Getha programme of the Social Democratic
Barty of Germany (written in 1875, and reprinted in the fniernational
Socialist Review, May, 1908} Marx took specific exception to the siate-
ments that * labour is the souwrce of all wealth and all culiure ” and that
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“in the souisty of to-day the means of labour ars monopolized by the
vapitalist class.” In reply he said @ ** Labour is not the source of all
wealth, MNature is just as rouch the souice of use-valuss {and of such,
to be sure, is malenal wealth composed) as iz labour, which iself is but
the expression of natural forces, of human labour powsr. . . . In the
society of to-day, the means of labour monopolized by the landed pro-
prigtors, monopoly of landed property is even the basis of monopoly
of capital, and by the capitalists.”

Similarly in an essay on Property in Land (quoted in dgrar Probleme,
Moscow, Vol. V, p. 48, from unpublished material in the Marx-Engels-
Lenin Institute) he wrote :—

“ 1 maintain on the conirary : the future will decide that the land
can only be national property. The giving over of the land to the asso-
ciation of land workers means delivering the whole of society into the
hands of one single class of producers. The nationalization of the land
will btring aboui a complete change in the relations between labour
and capital and will result in the final end of capitalist production, both
indusirial and agricultural, Then indeed will class differences and
privileges disappear, together with the economic basis from which they
bave sprung. Society will becorne an association of free producers.
Living on the labour of others will become entirely a thing of the past,
There will no longer be a government or State whose existence is separated
from society itself. Agnculture, mining, manufacture, i short all the
branches of production, will become rightly organized. The national
centralizing of the means of production will form the natural foundation
of a society which consists in the free association of the various classes
of producers. This objective opposes the great sconomic movement of
the ninsieenth century.”

1t is, therefore, of a piece with much of Marg’s thought that the first
demand of the Communist Manifesto (1847) was : ** Abolition of property
inn land and application of all rents of land to public purposes.”

LITERATURE
For 2 fuller examination of the Mamian theory of value: Max
Hirsch’s Democracy v. Sociafismr. (Hirsch seems to have been acquainied
only with Yolume I of Capival.)
For the contradiction in the Marxian theory : Eegen von Bohm-
Bawerk's Korl Marx and the Close of his Sysiem.

For the problem of accounting in 2 Communist State run on Marxian
lines—a subject which space has not permitisd me to deal with here:
Ludwig von Mises” Socigfism, ‘ :
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