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CHAPTER V
RENT

LABoR and land are the original or primary factors
of production, capital being a secondary factor pro-
duced by the other two and in turn aiding them in
the work of further production. One peculiar thing
about land is its quality of extension which it pos-
sesses in greater degree than other forms of wealth.
Under our present laws of property this gives its
owners control over certain productive forces and
desirable objects which nature alone can supply and
which she has chosen to scatter over such wide
spaces that they can only be utilized in connection
with considerable areas of the earth’s surface. They
include such things as sunlight and heat, rainfall,
and even the atmosphere itself, to say nothing of
mineral deposits, soil, and scenery. These things all
exist in considerable abundance— some of them in
such abundance that they could have no value when
dissociated from the land; but ground space is
necessary in order to utilize them, and grsund space
is limited — so limited as compared with the demand
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186 The Distribution of Wealth

for it in certain parts of the world that vast sums
are paid for it. These productive forces are in
reality parts of the land, being mere appurtenances
of those areas over which nature has seen fit to
scatter them.

However, nature has not distributed them with
absolute impartiality over the entire surface of the
earth, some parts being favored above others. In
every settled community, location also becomes a
factor of great importance in determining the superi-

L ority or inferiority of different areas of land. The
L question of the quality of the land depends, there-
fore, upon a number of factors, all of which affect
in some way the value of the product which it will
yield in proportion to the cost of cultivating or
utilizing it. The product may be agricultural, min-
eral, or manufactured goods. Proximity to market
and cheapness of transportation are therefore as
important as soil or climate in determining the
quality of the land.

It would be easy to picture a community, and
perhaps not so very difficult to find one, in which
land is so abundant as not to count as a factor of
production at all, being classed as free goods along
with air in most places and water in mid-ocean. But
very soon in the development of such a community
two things will happen : first, the most favored spots
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will be appropriated, so far as it is known what are
the most favored ones, leaving the increasing popu-
lation access only to the less favored ones; second,
in order to provide for the growing wants of the
people, those most favored spots will be cultivated
beyond the point where the law of diminishing
returns begins to operate. Until this time arrives,
land would not count as an economic factor at all,
and there would be no occasion to economize in its
use. None of it would command a price so long as
there was other land just as good not yet appro-
priated and to be had for nothing.

Excepting such land as is used for parks, pleasure
grounds, dwelling sites, and other similar purposes,
any particular acre of land, like any other factor of
production, is wanted only for what it will add to
one's income, — that is, for what it will yield over and
above the cost of using it.  But the cost of using it
resolves itself into the amount which the labor and
capital used in its cultivation could produce else-
where. If there are few other opportunities for
employing labor and capital, and their possible earn.
ings consequently small, little will be sacrificed in
withdrawing them from other lines of work in order
to employ them on the land in question. Whatever
they can produce on this land over and above that
amount is therefore an additional income to their
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owner, and is due to his use of the land. But if
there are many and excellent opportunities for tha
employment of one's labor and capital, and their
earnings consequently large, much will be sacrificed
in withdrawing them from those other possible open-
ings, and only the surplus above this large amount
which they can produce on a given piece of land
could count as the earnings of the land, or as the
addition to one'’s income which comes to one through
the use of the land. As already pointed out, the
land is wanted only because of this surplus.

If a certain individual, with a given amount of
labor and capital at his disposal, can earn $rooo
a year by working for other people, it will be
for the reason that he and his capital can add that
much to the product of some industrial establish-
ment over and above what it could produce without
them. A piece of land upon which he with his
capital could produce a total crop ‘worth only
$1000 would be worth nothing to him, but one
upon which he could produce a crop worth grzoo
would be worth approximately $200 a year. If,
however, conditions should change so that he with
his capital could only earn $800 a year elsewhere,
then the land upon which he could produce a
crop worth $rooo would be worth approximately
$200 a year to him, while land upon which he
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could produce $izoc would be worth $400 2 year.
These are the amounts which he would logically
have to attribute to his use of the land in guestion,
the rest of his gross income being aitributable to
his labor and capital.

Until the time arrives when the best grade of
land is all appropriated and cultivated beyond the
point of diminishing returns, no particular acre or
parcel of land could add anything to one’s income
over and above what cne could secure without it
Nor could it add anything to the total product of
the community. So long as there is other land of
the same grade still appropriable, as much could be
produced without any particelar acre as with it; and
so long as the best grade of land is not cultivated
up to that degree of intensity where it begins to yield
diminishing returns, it would subtract nothing from
the total product of the community to have some of
the land thrown out of cultivation, and all the labor
and capital employed on the remaining land. If any
of it were withdrawn from cuitivation, the labor and
capital which had cultivated it could either be em-
ployed on some other land aiready under cultivaticn,
adding to the product of this land zs much as or
more than it had been producing on the land from
which it was removed, or it could move over on to
another unappropriated and equally good piece of
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land where it could produce just as much. The
total product of the community would not be af-
fected by the use or disuse of the land in question.

But when eali the best land is appropriated, and is
being cuitivated beyond the point where diminishing
returns begin, each acre of it becomes a matter of
some consequence tc the community. If one is
withdrawn from cultivation, the labor and capital
which were employed in its cultivation must then
be employed either on some other land of the same
grade, increasing the intensity of its cultivation and
securing a smaller product under the law of dimin-
ishing returns, or on some of the second best land
where it can not produce so much as it had been
doing on the best grade. The withdrawal of the
acre in question would therefore reduce the amount
which could be produced in the community by the
difference between what it would yield and what
the same labor and capital could produce elsewhere.

~ (This would measure the marginal productivity of

the land of the best grade, and the marginal product

‘would determine the amount which any one would
‘be willing to pay for its use.

In the last chapter we saw that the wages of any
particular kind of labor depend upon its marginal
product, — that is, upon the amount which any given
unit could add to, or subtract from, the product of
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the community by beginning or stopping work, and
that this amount varies with the number of such
units as compared with 21l the other factors. The
same law applies to the rent of land. Let us for
the moment make the extreme assumption that all
the land in 2 certain community is of absolutely the
same grade, differences of location being in every
case exactly compensated by differences of fertility
or some other advantage, and that there is an indefi-
nite extent of it. Under such circumstances it would
not be necessary to cultivate any of it beyond the
point of diminishing returns; rather than to do so
any cultivator would prefer to extend his cultivation
over more land. Under these conditicns the mar-
ginal productivity of land would be #i/. Any par-
ticular piece of land could be spared without loss,
since the labor and capital could find other land just
as good upon which to employ themselves, and the
total product of the community would not suffer in
the least. But if the amount of land were so limited
that it would be necessary to cuitivate it beyond
the point of diminishing returns in order to supply
the demand for products, then each acre would
become a matter of importance. Its withdrawal
from cultivation would, as already shown, drive the
labor and capital which had been cultivating it over
upon the remaining land, increasing still further the
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intensity of its cultivation and reducing the amount
which could be produced by the community. And
the scarcer the land is, the greater the resulting dimi-
nution in the total product when any given acre or
parcel of land is withdrawn.

Referring again to Tables Eand F in the last chap-
ter, let us suppose that all the land in the community
is of the grade of farm A, and that there is so little
of it that two laborers have to be employed on each
hundred-acre farm. There would then be a prod-
uct of goo bushels on each farm, and the marginal
product of labor would be 400 bushels per man. But
if one such farm were withdrawn from cultivation, the
two laborers who had been employed in cultivating
it would have to be employed on the remaining
farms, probably distributing their work over a con-
siderable number. Under these conditions they could
not add to the product of these remaining farms
more than 800 bushels, — theoretically a fraction
less. There would then be a net loss of something
over 100 bushels in the total product of the com-
munity. But if there were so many men or so few
farms that three laborers would have to be employed
on each farm, the total amount produced on each
farm would be 1200 bushels, and the marginal prod-
uct of labor on them all would be 300 bushels per
man. Then if one farm were withdrawn from culti-
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vation, these three laborers would have to be distrib-
uted over the other farms where they would add a
fraction less than goo bushels to the amount which
was already being produced on them. In thiscase the
loss of the farm would cause the community a net loss
of something over 300 bushels. Thus, the more labor
there is employed on each farm, and the lower its
marginal productivity, the greater the net loss entailed
by the withdrawal of any farm from cultivation.

It has sometimes been stated that rent is due to
differences in the productivity of different areas of
land.! This, however, is an unwarranted interpreta-
tion of the doctrine of rent as developed by Anderson
and Ricardo, who did indeed assume, and correctly,
that in any rcal community there are considerable
differences in the productivity of the land under
actual cultivation, and it was shown that these differ-
ences had something to do in determining the amount
of rent. The rent of a given piece of land, for exam-
ple, could not normally exceed the difference between
the amount which could be produced upon it and the
amount which the same labor and capital could pro-
duce on the poorest land in cultivation, or upon land
so poor that its use could be had for nothing. Butit
does not follow from this that rent is due to these

1 Walker's “ Political Economy, Advanced Course,” 3d Ed., N.Y,

1888, p. 197,
o
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differences unless it is merely meant that however
abundant and fertile the land in any community may
be, if there are certain arcas superior to the rest and
so limited in extent as not to fully satisfy the demand
for them, rent will be paid for their use. It is mani-

festly not true that rent is due to these differences if
it is meant that rent would not exist if there were no |

differences, —that is, if land were all of the same
grade. As shown above, if such land existed in such

limited quantities that, in order to supply the demand |

for goods, it was necessary to cultivate it beyond the

point of diminishing returns, it would all command ;
"arent. It would, therefore, be more accurate to say
that rent is due to the scarcity of land of the better i
grades, for this will give rise to rent whether there |

_ happen to be inferior grades or not.

But if there be inferior grades not yet in cultiva-
tion, some of them good enough to be worth cultivat-
ing if there is only a slight increase in the demand
for products, or in the labor and capital to be em-
ployed, such an increase would bring some of these
inferior grades into use and reduce the pressure upon
the better grades. This will reduce the rent of the
better grades below what it would otherwise be.
Looked at merely from the standpoint of the law of
demand and supply, the inferior lands would have to
be regarded as partial substitutes for the better lands,

e
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helping to satisfv the same demand, and therefore to
relieve the scarcity of land.

Let the community previously assumed be regarded
as an island community with no available land outside,
and all the land within the island of absolutely the
same grade. As population increases, the land must
be more and more intensively cultivated and, in the
absence of new improvements in the arts of pro-
duction, the marginal procuctivity of labor must fall
lower and Jower. This, as already shown, will make
the marginal productivity of land rise higher and
higher. Butif a new continen: shounld be discovered !
within available distance, containing lands of various
grades, some of them only a littie inferior, all things
considered, to that of the island, a part of the increas-
ing labor supply could at cnee be transferred to the
new lands, and a part of the subsistence of the popu-
lation be derived from them. This would reduce the
intensity of cultivation of the isiand, raise the mar-
ginal product of laber there, or at least check its
decline, and reduce the marginal productivity of the
land. In this sense the existence of differences in
the productivity of different areas of land, instead of
being a cause of rent, really heips to reduce rent, or
at least to prevent its rise.

Referring again to Tables E and F of the preceding
chapter: If the land were all of the same grade as
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farm A, and there were three iaborers for every such
farm, the marginal product of labor would be 300
bushels per man, and that of land 300 bushels per
farm. But if there were an indefinite amount of ad-
ditional land of the grade of farm B, one man from
each A farm would transfer his labor to a B farm,
raising the marginal productivity of labor to 4c0
bushels per man, and lowering that of land to 100
bushels for each A farm, while the B farms would
not have any marginal utility at all. But it is pos-
sible to assume that a given community has a fixed
number of acres whether they are of the same grade
or of different grades. In this case, differences in
the productivity of the land would make the marginal
productivity of labor lower and that of the better
grades of land higher than they would be if it were
all of the best grade. This, also, may be illustrated by
Tables E and F. If the land were all of the A grade,
and if there were two Ilaborers for every such farm,
the marginal preduct of labor would be 400 bushels,
and that of land oo busheis per farm. But if, with
the same number of farms, half of them were of the
B grade, the second man on each B farm might con-
tinue in the same place, in which case his marginal
product would be only 300 bushels, or he might add
himself as a third man to one of the A farms, in
which case also his marginal product would be only
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300 bushels. This would then set the rate for all the
laborers, and this, in turn, would increase the mar-
ginal product of the A land to 300 bushels per farm.

Tables E and F were constructed on the assump-
tion that varying quantities of labor are employed
on a fixed quantity of land. It is quite as easy to
vary the proportion between the two factors by
assuming a fixed quantity of labor with varying quan-
tities of land. Though in actual life it is not so easy
to increase or decrease the amount of land in the
community as it is the amount of labor or capital,
yet in any industrial establishment, or in any industry
as a whole, it is guite as easy. Moreover, in the
community as a whole the amount of land in actual
use varies slightly from time to time by reason of the
fact that certain areas are withdrawn from cultivation
at times, and again restored to cultivation. These
variations are sufficient to enable the community to
test the marginal productivity of the land. By con-
structing a table on the assumption that a fixed quan-
tity of labor is employed on varying amounts of land,
we can illustrate the method of finding the marginal
productivity of land as that of labor was found in
the preceding chapter. The wages of labor can then
be determined by a method precisely similar to that
by which rent was determined before, — that is, by
subtracting the total rent from the total product. This
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would be a reverszl of the method of Table F, and
ought to give corresponding results if the land and
labor are of the same qualities as were assumed be-
fore. Table G is an attempt in this direction, and
it is, like Table F, derived from Table E; though it
is, for the sake of brevity, confined to the one grade
of land represented by farm A.

TABLE G

ToTAL PRODUCT AKD MARGINAL PRODUCT OF VARYING NUMEERS oF
ACRES WHICH MAY BE CULTIVATED EBY FIve MEX, REFRODUCING
THE PROPORTIONS BETWEEN LABOR AND LAND WHICH WERE
GIVEN FOR Farm A 1x Tapie E.
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Assuming a fixed number of five laborers, this
table begins with 500 acres of land of the grade of
farm A. This reproduces the proportion between
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labor and land with which Table E began. Leaving
out of account possible differences in the economy
of large-scale production, five men on 500 acres
ought to produce five times as much as one man on
00 acres. Accordingly, the product of this larger
combination is placed at 2500 bushels. Capital is
supposed, as in the former case, to vary with the land,
or to be a part of the farm, and it may therefore be
left out of account. Changing the amount of land
to 250 acres reproduces the proportion between labor
and land which we had in the former table when two
men cultivated 100 acres (5:250::2 :100), and ought
to produce proportionally more, or 2250 bushels
(2:900::5:2250). Since five men on 500 acres pro-
duced 2500 bushels, and the same men on 230 acres
produced 2250 bushels, the subtraction of 250 acres
reduced the product by the amount of 250 bushels.
This is the amount which would have to be attributed
to the 230 acres, and it would approximately deter-
mine the amount which the five men could afford to
pay for that amount of land, making a rental of one
bushel per acre. Since the land is all of the same
grade, and one acre is as good as another, this is the
amount per acre which they would pay for the re-
maining 250 acres. Their total rent will therefore be*
250 bushels, leaving a total sum for wages of zo0a
bushels, or 400 bushels per man.
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Again, by further reducing the number of acres to
1662, we reproduce the proportion between labor and
land which we had in the former table when three
men worked on 100 acres (5:166%::3:100). Since
three men on 100 acres produced 1200 bushels, five
men on 1663 acres ought to produce zooo bushels
(3:1200::5:2000). In this case the further reduc-
tion of 834 in the number of acres would cause a fur-
ther reduction of 250 in the number of bushels, or three
bushels per acre. This is the amount per acre which
the five laborers could afford to pay rather than to
have their acreage cut down, or to secure a larger
acreage after it was cut down. This would also fix for
the time the rent of the remaining 166% acres, making
a total rent of 500 bushels, and leaving a total of 13500
bushels for wages, or 300 bushels per man. And so
the table proceeds until it ends, as did Tables E and
F, with five men on 100 acres producing a total crop
of 1500 bushels, each reduction in the number of
acres bringing about a reduction in the amount pro-
duced. By attributing the reduction in the product
in each casc_"_'tc;- the reduction in the amount of land,
we can determine the virtual product of the land (or
the marginal product as economists are wont to call

"it) by what logicians call the “method of differ-
ence,” and wages by a variety of the “method of
agreement.” In Table F wages were found by the

O m——

i .
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“method of difference” and rent by the “method
of agreement.”!

Tables F and G illustrate two methods of deter-
mining the share of any factor in distribution. One
is to find its marginal product by varying its amount |
and attributing the resulting variation in the amount
of the product to the variation in the factor in ques- |
tion, there being every reason for believing that this
will measure the sum which can profitably be paid
for that amount of the factor which is added or sub-
tracted. The other is to first find the marginal pro-
ductivity of the other factors and to determine from
this their total earnings. Whatever surplus remains :

after subtracting the total earnings of the other =

factors from the total product would then be the:
share of the factor in question. It has, however,
been questioned whether these two methods would
give the same result ;% but a comparison of these two
tables, or of any others which fairly represent the
law of diminishing returns, ought to effectually dis-
pose of this question, for it will be found that the

LCf. J. 8. Mill, # System of Logie,” Book III, Ch. VIIL

2 E.g, Mr. R. S, Padan, in an article entitled *J. B. Clark’s For-
mule of Wages and Interest,” in the Journal of FPolitical Economy for
March, 1901, claimed that no such harmony between the two metheds
had been shown to exist. Professor Clark, however, relied upon dia-
grams rather than tables, and the harmony is not so demoustrable by
that method.
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results are exactly the same in either case, whether
applied to the determination of one share or the
other.

Both tables serve to illustrate explicitly the work-
ing of the law of joint demand as applied to land
and labor. They show with some degree of definite-
ness how an increase in the supply of one factor
tends, other things equal, to increase the demand
for, and the price of, the other factor or factors
which cobperate with it in production. The demand
for any factor being based upon its marginal product,
anything which increases that marginal product will
increase the demand for it. This is a law which
applies to capital also, as well as to land and labor.

The proposition that rent is due to the productiv-
ity of land does not by any means carry with it the
proposition that it is due to the productivity of land-
owners. Their income, consisting as it does of the
rent of land, may, and sometimes does, come to
them without their having performed any useful
function in industry or in society at large. They
may, however, and usually do, contribute something
useful by which their incomes are increased above
the mere rent of their land. They may, for example,
cultivate their own land or do some other useful work,
such as the management of their estates, or they may
expend labor and capital in placing improvements
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upon their land, in either of which cases they earn
something in addition to the rent of their land,
though it may come to them in a form which is in-
distinguishable from rent. In so far as they are
merely receivers of rent, landowners are mere para-
sites, receiving a share of the product of the industry
of others and lending no aid in return, unless per-
mitting their land to be used can be considered as
lending aid in the work of production. But inasmuch
as they did not create the land, but were permitted
to become its owners by the laws of socicty, they can
hardly be regarded as contributing anything to society
when they in turn permit their land to be used.
However, the function of the landowner is not
necessarily a barren one except when he abuses
the power placed in his hands or fails to meet the
responsibility which such power places upon him.
Those who use land which they do not own are
notoriously wasteful of its resources, having a view
to their immediate gain rather than the permanent
value of the land, and they have to be restrained
from ruining the land by the oversight of some
one who has a deeper interest, or by stipulations
in the contract under which they are allowed to
use it. Some one must take the responsibility of
guarding against this tendency to exploit the land,
and there are but two ways of securing this. One
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is for the government to keep control of the land
and fix the rules for its utilization, regulating by
laws that are somewhat general in character such
matters as the rotation of crops and the manuring
of the land, in the case of agricultural land, and
the work of excavation and building, in the case of
city land. The other is to turn the land over to
private owners, trusting that thecir self-interest and
their regard for the welfare of their families will
prompt them to look out for the preservation of
the energies of the soil. On the whole, the latter
method has proved to be the more successful, es-
pecially in the case of agricultural land. The
ownership of land has a wonderfully stimulating
effect upon the economic virtues of thrift and fore-
sight. “The magic of property turns sand into
gold.”

There are other results, some good and some
bad, which follow from a system of private prop-
erty in land, the discussion of which would take us
too far into the fields of politics and sociology.
It may be mentioned, however, that such a system
undoubtedly gives a greater stability to society than
could be secured without it, as landowners are a
proverbially conservative class. At the same time
it gives greater flexibility and adaptability in the
management of the land than could be secured
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through any governmental machinery which would
adequately prevent the wasteful exploitation of the
land. Again, it is probable that any country will
be more stubbornly defended against foreign in-
vasion by a population made up largely of land-
owners than by any other kind of a population,
though there may be some doubt about this, and it
1s growing of less importance even if true. Finally,
the system of private ownership helps to develop a
leisure class which may be a blessing or a curse,
according to the way in which it chooses to spend
its leisure. It is only necessary to point out that
most of the arts and graces of civilization, as well
as most of its vices, have grown up because there
have been some who had time to think about
other things than the earning of their daily bread.

We are for the present concerned primarily
with the nature of rent, why it accrues, and the
laws by which its amount is determined. As to
the first question, we have found that rent is that;
income which is derived from the ownership of
an original and natural agent of production; as to
the second, that it accrues because that agent is
scarce; and as to the third, that the amount of
rent is determined by the joint operation of the
productiveness and the scarcity of land, being in
each individual case determined by the amount
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which the use of the particular piece of land in
question adds to the product which could be
secured without it and this amount itself being
determined by the amount of land of that grade as
compared with all the other factors with which it co-
operates in the work of production, —in other words,
by the marginal productivity of that grade of land.
This is only another way of stating the classic law
of rent, viz., that the rent of any given piece of land
is what it will produce over and above what could
be produced on the poorest land in cultivation by
the same amount of labor and capital; for this differ-
ence is one way of measuring the amount which the
piece of land in question adds to the product of the
community over and above what could be produced
without it.

1 It has sometimes been argued that rent does not
lenter into the price of products, on the ground that if
rents were remitted by landlords, the tenants would
simply pocket the amounts and make no reduction in
the price of their products on their wares. The price
of goods being determined by demand and supply,
the remission of rents would make no difference in
either factor. It would not reduce the number of
consumers, nor the strength of their desires, nor the
length of their purses on the average. Nor would it
increase the amount of land, labor, or capital by
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which the supply of preducts could be increased,
nor would it cause any of these factors to work any
harder. But this does not constitute 2 valid distinc-
tion between rent and the other shares in distribution
for the reason that all that was said about the re-
sults, or absence of results, of a remission of rents,
could be repeated concerning a remission of wages
by the laborers or of interest by the capitalists.
In either case the employers would simply pocket
their gains and go on selling as before, at what-
ever the market would stand. The market as a
whole would not be affected in this case any more
than in the case of the remission of rent, though
there would doubtless be a change in the relative
values of different commodities because of changes
in the purchasing power of different classes of con-
sumers. The remission of wages would not increase
the amount of labor to be had, and consequently
would not increase the supply of products.
There is, however, a sense in which wages do
enter info the price of products and in which rent
does not. Laborers have to be persuaded to work
by some offer of advantage to themselves, but land
does not. It is true that landlords may have to be
persuaded, but there would be land if there were
no landowners whereas there would be no labor if
there were no laborers. Labor is inseparable from
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laborers, but land is separable from landowners.

Therefore the three following propositions may be
laid down respecting labor. 1. In order that there
may be production there must be labor. = 2. In order
that there may be labor there must be wages to per-
suade men to work, and to enable them to do so,
otherwise there will be no labor and no production.
3. Therefore wages are necessary in order to secure
the production of goods, —in other words, they are a
necessary part of the cost of production. Since the
cost of production is an important factor in determin-
ing the supply of products, and the supply is one of
the factors in determining their price, it is seen that
wages have an important and necessary part in the
price-making process.

Obviously no such propositions as the second and
third can be made respecting rent. It is not neces-
sary that any one should receive rent in order that
there may be land, and rent is not therefore necessary
in order that there may be production. Rent is
wholly a result of production, and not a cause also,
whereas wages are a cause as well as a result. They
are a cause in the sense that unlike rent they are a
means of securing one of the conditions of produc-
tion, and they are, like rent, a result in the sense that

they can be paid only on condition that there is pro-.

duction. Therefore rent is not, as wages are, a

& b
B

!



Rent 209

necessary share in the cost of production. Under a
system which forbade any one to receive an individ-
ual reward for working there would be no work done,
or at least only so much as could be done under the
form of play; but, under a system which forbade any
one to receive an individual reward for the use of
land, there would be just as much land as now, bar-
ring a few relatively insignificant cases where land is,
in a certain sense, “made.” Even taking account
of such cases, the difference of degree is so great
between rent and wages as to make the two cases
non-comparable.

A public policy which forbade wages, or appropri-
ated them for public purposes, would be suicidal in
that it would at once stop production, whereas a
policy which would appropriate rents for public pur-
poses would not be suicidal in the same sense because,
if only pure economic rent were taken, leaving
untouched all that could be attributed to labor,
foresight, or enterprise, it would not affect produc-
tion at all, though it might conceivably bring other
undesirable results. This is, after all, the most
important reason for distinguishing rent from other
forms of income. A purely academic discussion
might safely ignore such distinctions as exist and
treat rent as it chose; but however rigidly analytical,
or even mathematical, our study of economics may

P
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become, we must not forget that such studies are of
value only in so far as they throw light upon some
question of public policy. The distinction just men-
tioned will throw light on certain important questions
connected with taxation.

The rent of such lands as are used for pleasure
grounds and dwelling sites requires no such elabo-
rate analysis as has been given to that of lands
used for purposes of production. The former class
does not differ, so far as the laws of wvalue are
concerned, from ordinary articles of consumption.
They furnish their utilities directly, and the law of
marginal utility, as outlined in the first chapter, de-
termines their value. That which is paid for their
use is merely the price of the flow of utilities which
they furnish to their users, and these utilities decline
as they increase in abundance because of the rela-
tive satiation of the wants which they gratify.
Therefore we may pass such lands by with the
remark that they and their utilities come under the
ordinary laws of value and price which was applied
to other consumers’ goods in the first chapter.

The factors which determine the supply of land
are comparatively simple, and require no such elabo-
rate explanation as is necessary in the case of both
labor and capital. Nature has fixed for any one
generation of men the land supply of the earth,
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and they can do very little to increase or decrease
it.  Geological changes which affect the land sur-
face go on so slowly as compared with the fleeting
life of man that he is compelled to regard them
as non-existent from the standpoint of his present
economy. But any given population can make a
larger section of the earth’s surface available for
its own uses. The people may scatter themselves
over a wider area, or they may construct transpor-
tation systems and lines of communication which
will enable them to gather subsistence from a wider
area, confining themselves to those occupations
which require less space. Both methods, however,
are likely to be at the expense of some other popu-
lation or race, and neither is likely to prove an
effective method of increasing the world’s supply
of land. Again, new methods may be found by
which space may be economized in the way of
intensive farming and the construction of taller
buildings; but these are methods of decreasing the
demand for land rather than of increasing its sup-
ply. Finally, certain small areas may be reclaimed
from the sea, the swamp, or the desert, and these
may be regarded as practical additions to the land
supply; but these additions are so small as not
to affect the market for land to any appreciable
extent outside of such countries as Holland. We
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may conclude, therefore, that land is a factor[
whose supply is practically fixed by nature rather |
than by human effort.
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