CHAPTER I— THE OWNERS OF LAND:

I. THE EVOLUTION OF LANDED PROPERTY

Not only is property in land sanctioned by all modern systems of
legislation, but it is regarded as the typical form of prope:ty. When
we speak of “property,” without any qualification, we are understood
to mean landed property. Yet landed property is of comparatively
recent date, and its establishment was even a matter of considerable
difficulty.

We may distinguish, in the development of landed property, six
successive stages which we will briefly describe.

(1) It will easily be understood that there is no reason for the
existence of landed property among tribes that live by hunting, or
even among pastoral peoples leading & nomadic life: it can arise
only with the birth of agriculture. And even in the earliest stages
of agricultural life it is not yet established, first, because land at this
period is superabundant, and so no one feels the need of marking off
his share; secondly, because agricultural methods are still in a ru-
dimentary state and the farmer leaves one field as soon as it is ex-
hausted, and takes another. At the beginning, land is cultivated
in common, or at least with little distinction between individual
shares: it belongs to society as a whole, or rather to the tribe; only
the fruits of the soil belong to the man who has produced them.

(2) Population, however, becomes by degrees more settled and
more fixed upon the-soil. It also becomes more dense, and feels the
need of adopting a more productive mode of cultivation. Thus
the first stage is succeeded by a second — that of temporary possession
along with periodical division. Though the land is always regarded
as belonging to society, it is equally divided among all the heads of
families, not yet in a definite and permanent manner, but only for a
certain time. The period is at first only a year, since that is the or-

1 The class of owners of land comprises three categories: () owners who male their
land productive by employing wage-paid labour; (b) owners who let their land; (¢)
owners who cultivate their land themselves. These correspond in the industrial world
to active capitalists (entrepreneurs), passive capitalists (rentiers), and independent
workers, or craftsmen. But the distinction is not a very rigid one, for an owner may

often cultivate some of his land directly and let other portions of it, or he may be a
tenant farmer and yet own some land himself,

303



THE EVOLUTION OF LANDED PROPERTY 369

dinary cycle of agricultural operations. But then, as agricultural
methods improve and require a longer time, the period for which the
land is divided grows correspondingly longer and longer. This
system of periodical division obtained not long ago in Russia, in the
shape of the famous mir.

(8) But there comes a time when these periodical divisions fall
into disuse, for those who have improved their land are not readily
disposed to be robbed periodically, for the benefit of the commurity,
of the increased value due to their labours. Thus arises the institu-
tion of family ownership, each family remaining in permanent pos-
session of its share of land. But this is not yet individual ownership,
for the right of disposal does not exist. The head of the family can
neither sell the land, nor give it away, nor dispose of it after his
death, simply because it is regarded as a collective heritage and not
as individual property. This system is still to be found in the family
communities of Eastern Europe, and notably in the Zadrugas of
Bulgaria and Croatia, which comprise some fifty or sixty persons;
but they are tending quickly to disappear before the modern spirit
of independence manifested by the members of the family.

(4) The evolution of landed property passes through a stage which,
though accidental in its nature, has unfortunately never been want-
ing in the history of human societies — I mean conquesi. There is
not a single territory on the surface of the earth that has not been
taken by force at some time or other from the people who occupied
it, to be appropriated by the conquering race. Yet the victors,
simply because they were victors and masters, took no care to cul-
tivate the land, but merely assumed the legal ownership of it —
the “eminent domain,” as it used to be called — leaving the subject
race in possession of the soil by feudal tenure. This tenure, which
was at first for life, and inalienable, ended by becoming an actual
form of ownership, though limited by the conditions of the grant made
to the tenant, by the services imposed upon him, by the dues that
he was compelled to pay to his superior lord, and by the impossi-
bility of alienating the land without the lord’s permission. This
feudal system was for many centuries the basis of the social and
political constitution of Europe, and it has left traces in many coun-
tries. In England particularly almost all landed property has re-
tained the form of tenure, in the eyes of the law, and is still encum-
bered by a multitude of restrictions very difficult to remove.!

1 “Jt became a fundamental maxim and necessary principle (though in reality a
mere fiction) of our English tenures, ‘that the king is the universal landlord and origi-
nal proprietor of all the lands in his kingdom.’” (Blackstone, Commentaries on the
Laws of England, Book II, Chapter IV.)
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(5) The growth of individualism and civil equality and the abo-
lition of the feudal system, especially in countries which felt the in-
fluence of the French Revolution of 1789, brought about a fifth phase
— the one that has marked our own epoch. This is the definite
establishment of free property in land, with all the attributes in-
volved in the right of ownership.! Yet even to-day landed property
is still not entirely on the same footing as personal or movable prop-
erty: it differs from it in many ways that are familiar to lawyers,
and especially in the difficulties by which its sale is surrounded.

‘(6) One step remained for the complete assimilation of landed
property to personal property, and thus to mark the last stage of
development. This was to make landed property mobile or trans-
ferable, so that every individual might not only possess land but dis-
pose of it as easily as any movable object whatever, This last step
has been taken in a new country, Australia, by the celebrated Tor-
rens system, by which the right of property in land is transformed into
a simple entry in a register, so that the owner is enabled, as it were,
to put his land into his pocket-book, in the shape of a piece of paper,
and to transfer it to someone else almost as easily as a bill of exchange.
Efforts have been made for some time to introduce this system into
our old European countries, and it will probably end by becoming
universal, through the natural evolution that we have been tracing.

The conclusion that emerges from this rapid sketch is, therefore,
that landed property has evolved progressively and continually from
the collective to the individual form, and tends more and more to
resemble personal property and capital, to the point of becoming
indistinguishable from them,

It would seem as if there were yet one more stage to he looked
for, when landed property would be represented by a document —
a registered or even a “bearer” bond — and when agricultural
business would be undertaken by joint-stock companies, as is the
tendency in industry at present. But this logical end of the process
of development does not look like being realized in the case of landed
property; at all events, the experiments so far made have not been
very successful,

! There still remain certain services which are, as it were, a reminder of the days
of the primitive community — as, for instance, the obligation to permit gleaning after
the harvest, and the corresponding grape-gleaning in vine-growing countries. Curi-
ously enough, the owner of the vineyard is even forbidden to glean his own grapes!
Legal proceedings have heen taken on several occasions for this offence.

* The object of this system, as Torrens himself declared, is to rid landed property

of all the barriers that prevented free access to it, “like the porteullis, d.rawbndge and
moats which prevented access to the castles of our anceitors.”
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II. INCOME FROM LAND. THE LAW OF RENT

The earlier economists — the physiocrats, Adam Smith, and J. B.
Say — taught that land produced rent in virtue of an inherent fac-
ulty, in the same way that it produces crops.! But such a doctrine
was very dangerous for the defence of landed property, for it gave an
opening for the question, If rent is a free gift of nature, why is it
not common to all? By what right is it intercepted by the landowner,
who receives it freely from nature and makes his fellows pay dearly
for it?

To this question these fathers of political economy gave various
replies. The physiocrats said that the owner of the soil was en-
dowed with the function of a distributor of wealth, and that the rent
he received was only a sort of fee for the discharge of this high duty.
But it was already plain to Turgot, and after him to J. B. Say in
particular, that property in land was simply a monopoly resulting
from the taking possession of it. There would be no rent, in fact,
if land were as unlimited in quantity as water, air, or light; and
such is the case in new countries where land is to be had without
stint. But in old countries the land has been occupied and made
private property, with the result that those who hold it can draw an
income from it by selling these gifts of nature at a high price — that
is to say, by letting it at a money rent. It must be said, however,
that these economists were concerned only with explaining, not
Justifying, the existence of rent, and this attitude was most in accord-
ance with scientific method. But this explanation evidently could
not please the defenders of landed property, and we shall see further
on how they tried to refute it.

Nor could such an explanation satisfy the acute mind of Ricardo,
for this great economist, as we know, was the principal author of
the doctrine that bases value upon the labour and cost of production.
He could not therefore admit, on the one hand, that the value of
land or its produce was created by nature, either directly or even in
collaboration. On the other hand, he was yet obliged to admit that
income from land represents something more than the labour of
cultivating it, since he saw every piece of land in England finding a
tenant. Now a man could only be a tenant farmer if, after ob-
taining a living and paying all the expenses involved in cultivation,
there was still a sufficient surplus out of the produce of the land with

! Here are the words of Adam Smith: “In agriculture too, nature labours along
with man,” and her share “is seldom less than a fourth, and frequently more than a

third of the whole produce.” ““This rent may be considered as the produce of those
powers of nature.” (Wealih of Nations, Book II, Chapter V)
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which to pay his rent. It was to explain this awkward dilemma
that he devised his theory of rent, the most famous theory in political
economy, and the theme of discussion among economists for more
than a hundred years.

It is important to distinguich between the two aspects of this
theory: in what may be called its sfafic form it explains rent by the
way in which the price of agricultural produce is determined on the
market; in its dynamie form it shows the gradual emergence of rent
in the course of economic history. It is in this second form that the
theory of rent has most impressed people, but it is the first that
has been the most valuable contribution to economic science. We
will start, then, with that one.

Suppose that several hundred sacks of wheat are sold in the market.
It is obvious that they have not all been produced under the same
conditions: some have been obtained by the aid of much labour and
manuring; others have grown, as it were, by themselves, on a fertile
_ plot of land; some have come from the other end of the world, and

some from a farm close by. If each sack, then, were to bear a label

showing its cost of preduction, no two of them, perhaps, would show
the same fignre. Thus the cost of production of sack A might have
been 10s., sack B might have cost 11s., sack C 12s., and so on, down
to sack Z, which cost 20s.

But we know, on the other hand, that there can never be more
than one and the same price in the same market for similar products
(p. 190). So the selling price of all these sacks of wheat will be the
same. How, then, is the agreement between selling price and cost
price to be established, if all the cost prices are different and all the
selling prices the same?

The answer is this: agreement will be established simply between
the selling price and the cost price of the sack that cost most to
produce — say, sack Z, which cost 20s., in the example we have been
imagining. - The reason is very simple: the selling price must be
at least enough to repay the expenses of the unfortunate seller who
produced his wheat under the most unfavourable conditions, for
otherwise he would give up bringing it to market. Now we are
assuming that the quantity of wheat is not greater than is required

" and that the last sack, Z, cannot be dispensed with, so that the com-
petition of this last producer is also indispensable.

We reach this conclusion, then: that whenever similar products
are sold in the same market, the value of all of them tends to coin-
cide with the maximum cost of production.

Now it is evident that this price, 20s., will give a differential profit
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to all the more favoured producers of wheat, whose cost of production
is lower. There will be a profit of 10s. for the man whose sack cost
10s., a profit of 8s. for the one whose sack cost 12s., of 5s. for him
whose sack cost 15s., and so on. It is the income proceeding from
these regular profits that, strictly speaking, is called rent.

This is a particularly neat kind of demonstration, because it solves
what looked like an insoluble contradiction. While it satisfies the
law that value = cost of production, as Ricardo conceived it, it
yet shows that there is something in price more than cost of pro-
duction. The solution of the riddle is that the price of the wheat
in all the sacks is indeed determined by cost of production, but by
the cost of only one among the various sacks — the one that was
produced under the most unfavourable condifions. It is this single
unfortunate sack that fixes the market price — assuming, of course,
that it is indispensable, — and all the other sacks thus benefit by
the difference, larger or smaller, between this single price, which is
the same for all, and their respective costs of production, which are
different in each case. T

This theory implies that there is always at least one piece of land
— the piece that produced sack Z — which yields no rent — nothing
beyond a return for the capital and labour expended on it; and that
piece plays the decisive part, as it serves as a standard for all the
rest. As for the return to all the other pieces of land, we must not
say that it is due to their fertility (for if they were all equally fertile
the price of wheat would be determined for them all by the same cost
of production and there would therefore be no rent), but to the in-
fertility of competing lands: it is not due to nature’s generosity, but
to her parsimony.

The position of the owner of a fertile piece of land is indeed a priv-
ilege — a monopoly, if you like, but a monopely of a very special
kind, for it consists not in being able to sell at a higher price, but
in being able to produce more cheaply. This, it will be said, is merely
a question of terms. But no! for whereas the monopolist injures
the public by raising prices, the rent-receiving landowner merely
submits to the price fixed in the market by the law of prices, or, in
other words, by necessity. And even if all owners of wheat land, in
a fit of generosity, were to remit their rents, the market price of
wheat would not be a halfpenny lower: they would merely be making
a present to their tenants or their immediate purchasers.!

! Ricardo said: “Corn is not high because a rent is paid, but a rent is paid because

eurn is high.”
This celehrated formuls may also be expressed thus: Rent doss not enfer info the ex-




14 THE OWNERS OF LAND

It will be seen that on this theory there are only differential rents,
which means that there would be no rent at all if all pieces of land
were of the same quality. Now that is where Ricardo’s theory
seems to be, if not incorrect, yet at any rate incomplete as an
explanation of rent. Can we believe, indeed, that if all the land in
England became identical in quality, this equalization would cause
rent to disappear, and with it the market value of all the land?
Rent would undoubtedly remain just the same, although, by hy-
pothesis, it would be the same for every piece of land.! It must,
therefore, have some other basis that is absolute and not merely
relative, which leads us back to the explanation that bases it upon
the fact that land is a monopoly.

But Ricardo’s theory has none the less an incomparable doctrinal
value, so much so that it has been continually extended until its
scope now spreads far beyond the range of landed property. The
law of rent is apparent in every branch of economie science — every-
where where there are inequalities of situation in regard to production.
In fact Ricardo himself stated this very clearly. Wherever similar
products are sold at the same price, although produced under very
unequal conditions, the phenomenon of rent, resulting from the
excess of the selling price over the cost of production, appears for
the benefit of those producers who are most favoured by circumstan-
ces. And we shall see later that “profit” itself is only a kind of rent.

Nevertheless it must not be said that Ricardo’s doctrine has com-
mitted suicide, as it were, by extending itself. We must not make
this an argument for denying it, for it is almost exclusively as an
attribute of landed property that the law of rent appears with the
force of a “law” — that is to say, as a permanent and necessary
phenomenon, so long, at least, as there is no change in the general
economic conditions {progress of cultivation, density of population,
etc.) of which we are about to speak. Everywhere else, indeed, this
phenomenon appears only temporarily, because the most favoured
producers are generally sufficient by themselves to supply the market
by indefinitely increasing their production. Instead of taking ad-

penses of production. Wages and interest alone constitute the expenses of production,
and therefore, under the pressure of competition, the value of the product. This
question, however, is one of the hardest and most disputed in theoretical political
economy. We shall have to return to it in connexion with profit. From the practical
point of view the interesting conclusion has heen drawn from it that all rent could
be confiscated by taxation without affecting the price of wheat — a conclusion that
has been made use of by John Stuart Mill and Henry George (see below, § VII).

! Supposing, at least, that the supersbundance of produce did not cause rent to
disappear.
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vantage of their privileged position by continuing to sell at the old
prices, it is to their interest to lower prices so as to undersell their
rivals and drive them from the market by degrees. They gain less
on each article, but they make up for it in quantity.

For this reason, in the case of industry, although there also the
general market price at any given moment and for each particular
day is determined by the maximum cost of production, yet in the
long run it is determined, on the contrary, by the minimum cost of
production. This is a great advantage to society; it shows itself
in practice in the shape of a gradual fall in the prices of industrial
products and in the rate of profit. It is quite otherwise with agri-
cultural production, for there it is to be feared that prices will be
determined by a continually increasing cost of production, which
will mean a progressive rise in the rent of land.

But that brings us to the second aspect of Ricardo’s law.

III. THE RISE OF RENT AND SURPLUS VALUE

In the beginning, says Ricardo, men had no need to cultivate more
than a small amount of land, and so they chose the best. Yet in
spite of the fertility of this land its earliest occupants drew no larger
income from it than they could have drawn from any other employ-
ment of their labour and capital. In fact, as there was enough land
and to spare, they were subject to the law of competition which
brought down the value of their products to the level of the cost of
production. They therefore received no rent, in the proper sense
of the term.

But there came a time when the increase of population demanded
an increase in production. Then, since lands of the first class were
all appropriated, it became necessary to cultivate the less fertile plots,
which means those on which the cost of production was greater.
Supposing that the first class plots yielded thirty bushels of wheat
per acre, with an expenditure of £6, this means that the cost of pro-
duction was 4s. a bushel. But with plots of land of the second class
it would be different: these, with the same expenditure, might pro-
duce only twenty bushels, bringing the cost of production up to 6s. a
bushel. It is plain that the owners of these second class plots could
not sell their wheat below this price, for this would mean selling at a
loss, and they would give up producing it; but we are assuming that
their wheat cannot be di p:nsed with. It is equally plain that the
owners of the lands first occupied would not dream of selling their
wheat at a lower price than their neighbours, so they too would
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sell it at 6s. a bushel. But since this wheat still cost them only 4s.,
they would thenceforth realise a profit of 2s. a bushel, or £3 an acre.
Here again, therefore, we find that margin between different costs of
production and a uniform selling price, which we found by a different
route in the previous section. In the recognized vocabulary of
political economy this margin has been given the celebrated name of
rent.

Later on, the never-ending increase of population calls for a fur-
ther increase in the means of subsistence, and obliges men to cultivate
lands of still more inferior quality, which will produce, say, only
fifteen bushels of wheat per acre. Then the cost price on this land
will rise to 8s. a bushel, and the result will be an equal rise in the
selling price of all the wheat in the market, for the reasons just
given. Heneceforth the owners of the land first occupied will see
their rent rise to 4s. 2 bushel, and even the owners of the second class
lands will in their turn see a rent of 2s. emerging to their advantage.

But why, it will be said, should we assume that men will be obliged
to extend cultivation to new plots of land in order to increase pro-
duction? Could they not increase production by cultivating the
good plots better? — They certainly could; but it must be remem-
bered that owing to the law of diminishing return every increase in
the yield means a more than proportional increase in the expenditure,
and consequently entails a rise in the cost of production. If we
tried to obtain sixty bushels of wheat per acre from the land that
yielded thirty bushels with an expenditure of £6, we might perhaps
succeed, but we should have to expend, say, £18, and the cost price
of each bushel would thus be raised to 6s. The ultimate result
would therefore be exactly the same as in the preceding case, when
second class lands were taken into cultivation. (At this point the
student should read again the section on the Law of Diminishing
Return, p. 70, with which Ricardo’s law is closely connected.)

This “order of cultivation,” as Ricardo called it, may go on in-
definitely, resulting always in e rise in the price of food, to the detri-
ment of consumers, and an increase in rend, to the bengfit of landowners,
who see their incomes increasing without any effort on their part,
by what John Stuart Mill called an “unearned increment.”

The increase of rent, therefore, does not correspond to any real
increase in wealth for society, but rather to a decrease, for one must

* It is unfortunate that no special term has heen adopted to describe this class of
income, for the word rent lends itself to misinterpretation: it must never be confused
with the actual payment made by the tenant for the hire of land. [The term economic

rent is often used in English to distinguish rent in the Ricardian sense from the every-
day use of the word.]






