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LAND VALUE

THE opening chapter has insisted—to the point
perhaps of being rhetorical—that there is a special
economic problem that comes under the label of
“the land question.” It has hinted, furthermore,
that there is something unique and different about
this particular problem. That suggestion will be

elaborated in these next twd chapters. It is a sug-

gestion that can be approached from two angles,
that of economic value, and that of the significance
of the capital concept. Both these approaches will
be considered. ' ,

It-is clearly recognized, to be sure, that the very
mention of the word “value” provokes ancient and
dangerous responses.  No term in economic theory
has stimulated more controversial discussion. And
the proposition that is to be defended here has taken
a leading réle in the history of such controversies.
The present argument will develop around the
thesis that land value is different from other forms
of economic value. It will point out, in fact, that
at least two distinct classes of value must be con-
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sidered in economics, that of reproducible human

enterprise, and that of irreproducible nature, i.e.,

land. .

However, before that argument can be constructed
some attention must be paid to a few of the con-
spicuous landmarks in the development of the eco-
nomic concept of value. Such. a digression is not
simply to overcome a feeling of incompleteness in a
discussion of value theory: it affords an opportu-
nity, in addition, to propose a possible connection
between some of the traditional disputes over the
objective-subjective factors in value and this whole
matter of reproducibility. This connection undoubt-
edly requires further articulation, but it may be
proffered here as a suggestion for future work. In
any event, the following pages are preparatory to
an attempted distinction between the genus value
and the species land value. Moreover, it may be
mentioned at the very outset of this exposition that
it really makes very little difference for the present
treatment what théory of value is accepted. It is
believed that any one of the conflicting approaches
will still permit of an interpretation that isolates
land value. (Finally, should the reader wish to
omit this excursion into historical background and
begin -the argument directly, he can turn to page
thirty-six.)

By way of introduction, it should be observed
that economic value is a sub-class of the philosophi-
cal idea of general value. This recognition, while
obvious enough, has too often been overlooked by
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economic theorists, sometimes with unfortunate re-
sults. In fact, many of the classic controversies in
ethics and esthetics over the objectivity or sub-
jectivity of value, or over the precise status of
human desire as a criterion, have found their close
analogies in economics, with the economist appar-
ently unaware that his own approach has had a long
and familiar philosophic ancestry. This point is
mentioned, not to anticipate the tracing of parallels
between the histories of philosophic and economic
value, but simply to indicate that here, as well as
in other phases, economic theory has a larger back-

ground and a wider perspective than is sometimes -

realized.

A brief outline of the historical trends in value
theory would probably mention first that the early
concept of economic valu®, as in the ancient and
medieval writers, looked upon it as an intrinsic part
of the object. In general, the pre-“economic” and
pre-money interpretation was that things contained
value in their own right independent of any ulterior
reference. Later it was held that, if not an intrinsic
part of the object, value was at least objective to
the degree that it depended upon cost, chiefly labor
cost. Around this approach developed the classical
labor theories of value. A still more modern stage
turned from objectivity to subjectivity, from the
physical to the psychological. Here flourished mar-
ginal utility and the Austrian school—and the flour-
ishing continues in many of our quite recent amend-
ments-to the value concept. However, this must
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not be interpreted to mean that modified objective -
approaches to value are not still an important ele-
ment in economic theory.

In more abstract phrasing it may be argued that
the history of value developed in terms of a series
of contrasts between value as an ideal and value as
a market-price. Was value to be looked upon as a
quantity, or as a ratio, a relation? Did value cause
or was it the effect of exchange relations? That is -
to say, the objective approach to value could look
upon it as a certain ideal or theoretical quality in-
herent in an object; the presence of such a quality
caused the object to be wanted in exchange. It had
in it a “quantity” of value already established. On
the other hand, the subjective point of view could
hold that the wanting of an object (plus, as shall
be noted, the translation of that desire*into effective
demand and the economy of exchange) caused it to

“have value. Value, therefore, was not a set quan-

tity, antecedently arrived at, but a relation estab-
lished by means of demand. pressure. This bare
skeleton of an outline can perhaps be clothed a
little. _ _

It has just been mentioned that the classical
labor theory of value, especially as it developed in
England, represented a distinctly objective interpre-
tation of value. This does not mean that there was
any unanimity or even major harmony among the

1 This point is made very clearly in Benjamin Anderson’s
stimulating Social Value (New York, Houghton Mifflin, 1911).
See especially his short chapter on the history of value theory.
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- beliefs attributed to the classical school, but there
was this recurring note of labor as the touchstone

of value® These well-known sentences of Adam’

Smith ® set a leitmotiv for English value theory.
Now, a labor theory of value can mean many things,
and in these classic lines from Smith there seem to
“be present at least two connotations—Ilabor as the
cause and as the measure of value. Whether labor
is the actual creator of value or whether it is a
convenient yardstick for indicating present com-
mand over value is a problem that was really never
answered, at any rate satisfactorily, by Smith, or,
for that matter, by any of the traditional labor
theorists.- In fact, it is a difficulty that must de-
pend for its solution upon the disposition of that
much larger questlon value as quantity or as rela-
tion. ;

2Indeed Petty and Locke may be added to the “classical
school” if the labor ‘theory of value is to be looked upon as a
criterion.

8« The value of any commodity, therefore, to the person
who possesses it, and who means not to use or consume it him-
gelf, but to excha,nge it for other commodities, is equal to the
quantity of labour which it enables him to purchase or com-
mand. Labour, therefore, is the real measure of the exchangeable
value of all commodities. The real price of everything, what
everything really costs to the man who wants to acquire it, is the
toil and trouble of acquiring it ... It was not by gold or by
silver, but by labour, that all the wealth of the world was
originally purchased; and its value, to those who possess it, and
who want to exchange it for some new productions, is premsely
equal to the quantity of labour which it can enable them to
purchase or command. . .. Labour, therefore, it appears evi-
dently, is the only umversal, as well as the only accurate,
measure of value, or the only standard by which we can compare
the values of different commodities at all times and at all
places.”  (From the opening pages of Chap. V, Book I, Wealth of
Nations.)
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Of course, Smith did realize the ambiguities pr'es—
ent in a labor theory. In no other way can we

interpret his attempted compromise between what

has been termed a “primitive” and an “empirical”
account of value* The former operated within an
ideal economy in which there were no “profits of
stock or rent of land,” and here labor did literally
determine cost, t.e., value was .(labor) cost of pro-
duction. Value was an expression of the productive
power of human labor. But since that “natural”
condition no longer existed, Smith, paying his re-
spects to the “higgling of the market,” looked more
realistically upon labor as the measure of command
over value. Here, labor was interpreted more as
disutility in a psychological sense, and its function
was reproductive rather than productlve This sec-
ond exposition seems to loom larger as Smith con-
structs his system.

It is one of the commonplaces of economic theory
that Ricardo adopted from Smith one of these two
labor controls of value, that of cost, just as Malthus
emphasized the command account. Ricardo is the
(almost) unadulterated representative of the classi-
cal labor theory. Thisis because he tried desperately
to hold fast to labor as the determiner of value not
simply in a primitive or ideal state but throughout

4See A. C. ‘Whitaker’s sttory and Critictsm of the Labour
Theory of Value tn English Political Economy (Columbia Uni-
. ‘versity Press, 1904). There will be no dlscussmn here of Smith’s
important distinction between “use” and “exchange” value.
For this point see the present writer’s The Philosophy of Henry
George (New York, Macmillan, 1933), pp. 89-92.
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all the complexities of economic society. But the

purity of his approach was tainted by several.seri-
ous qualifications, e.g., perfect competition and the
reproducibility of goods (this last point introdue-
ing a possible dualism in terms of scarcity as a sec-
ond determiner of value).” Thus, Ricardo, as Marx
later, was impressed by labor as the creator of value,
but encountered the unfortunate phenomenon of
market price as something seemingly quite distinet
from labor expenditure.

These few sentences on the labor theory of value
are not going to develop into an essay, but even
the briefest mention of labor and value must in-
clude a reference to Karl Marx. For in his system
the theory is presented with all its philosophic
abstractness, and with its paradoxes recognized and
~ yet unanswered. Value is detéermined by an abstract
labor-time: it is “a mere congelation of homogeneous
human labour.” Labor creates all value, but, un-
fortunately, does not receive it; part of it is ap-
propriated by the capitalist whose interest, rent,
and profits are but forms of “surplus value.” Does

labor also measure value? As is well known to the

readers of Marx, the first volume of Das Kapital
recognizes clearly the contradiction between the
actual conditions determining market price and ab-

5 Another dualistic aspect of Ricardo is found in his dis-
tinction_between' value and riches. (Principles, Chap. XX.) Tt
is the distinction between “wealth” and “welfare” that is found
explicit in Lauderdale and implicit in Smith. Ricardo also accepts
Smith’s distinction between use and exchange value, but, while
holding utility absolutely, essential to value, he does not see in it
any measurer of value.
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stract labor value, and there is promised a later solu-
tion, a promise which gave rise to what amounted

to a prize-essay contest among both Marxian and’

non-Marxian economists. How would Marx answer
~ his own question? The second volume did not re-
ward the anxious, but the third and posthumous
volume, edited by Engels, did. Whether the an-
swer was successful must depend on one’s reactions
to Marx. The arguments used are ingenious: since
market prices are both above and below legitimate
labor value, they tend to cancel out; labor’s gov-
ernment of prices requires movement over a period
of time; labor value affects only certain primary
stages in production; in general, value regulates
price indirectly, as a last resort, and “other things
being equal.” ® Criticism of Marx’s arguments is not
the intent here. The point is simply to demonstrate
that a labor theory of value inevitably collides with
the discrepancy between its pure or-abstract value
and the prosaic but effective prices of the market.
However . captivating may be the argument em-
ployed to close this hiatus, the strictly objective
approach to value has seemed unable to account
. for relativities in value.

But unfortunately the same kind of embarrass-
ment has confronted the psychological theorists.
That is to say, the subjectiveness of theories such

8 Perhaps the most incisive criticism of these arguments of
Marx is found in that brilliant essay of Bohm-Bawerk, Karl
Marz and the Close of His System (Maedonald trans., New York,
Macmillan, 1898). His “cannon-ball” illustration (pp. 120-1) is
particularly telling. :
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as marginal utility,” ushered in as a reaction from
the physical connotations of labor theories, appears
unable to account for the origin of Value, no mat-
ter how successful it may be in measuring it when
found. Attempting another rash compression of a
whole economic philosophy, it may be stated that
supply and demand simply as objective criteria have
little meaning for the exponent of marginal utility.
Supply and demand explain nothing in themselves
—they must be analyzed further in terms, largely,
of psychological ‘desire. Following Smart’s little
hand-book ® rather clogely, it may be argued that
value depends upon (@) some reference to life,
(b) that which is desired, and (c) scarcity. Value
arises out of the more general heading of utility
only when limitation is put upon utility. In other
words, all goods (by defidition) have utility, but
only economie, i.e., scarcity, goods have value.
“Value emerges when a good becomes the condition
of a satisfaction.” ® But, to come more quickly to
the essence of the theory, value is measured—and
its- measurement is of utmost significance—in terms
of varying satisfactions, more particularly in terms

7" While the marginal utility theory is usually credited to
Menger, Jevons, Walras, and Gossen, Professor Seligman has
pointed out that as early as 1833 Lloyd, also Longfield, anticipated
it. See his familiar paper, “On Some Neglected British Hecon-
omists,” The Economic Journal;: Vol. XIII, pp. 357-363.

8 William Smart, An Introduction to the Theory. of Value
(London, Macmlllan, 1891; 1920 ed.).

9Menger puts it: “Value [esteem value] is the gignificance
(Bedeutung) concrete goods attain in our estimation when we
realize that we are dependent upon them for the satisfaction of
some want.”
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of decreasing satisfactions. Without introducing the
- familiar textbook illustrations, it may simply be ‘

said that the satisfaction afforded by-each successive
unit declines until we finally reach a last, or mini-
mum, or marginal satisfaction. This supposedly de-

termines (or, as some subjective theorists would

prefer to say, measures) value. There is a hierarchy
of wants—and so a least want. “The value of a
good is measured by the importance of that con-
crete want which is least urgent among the wants
satisfied.” ** Human want is the first consideration
of a theory of value. Labor and cost of production
enter only indirectly. Value is price, and price is
a psychological variable.

- It will be seen, it is hoped, even from such a
cursory statement as this, that just as the cause
of value is the dominant note i# the objective
labor theories, so the measurement of value di-
rects the various subjective marginal utility schools.™*
And just as labor was found an insufficient meas-
~urer of value, so it may be said that marginal

theories find difficulty in showing just what de-

‘termines value. This last'point may be discussed
further.

To say that value is determlned by marginal
utility is to say no more than that value is a market
price dependent upon exchange practices and di-

rected by man’s minimum wants. Perhaps that is

¥ Smart, p. 32.
1Tt s pertment to note that Jevons, Walras, and Gossen
were all concerned with the mathematical and statistical impli-
cations of value.
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to say enough. But all that it says is in the realm
of psychology. That value is measured in some
such way as this seems sufficiently plausible, but
a that is not necessarily a what outside of the field

of hypostasis. The critics of marginal utility, both

old and new, point out that value is more than a
quantity, it is a quality.”* Before a ratio is possible,
there are terms that must be related; if not, we
are revolving in the usual vicious circle. Value must
be distinguished from price. The familiar statement,
for example, of Davenport (who, however, was
‘hardly a representative of the marginal school) that
“value is a ratio of exchange between two goods,
quantitatively specified,” seems to make value
“swim in vacancy.” The quantity of value, the
“how much,” may be established in the course' of
exchange, but this is fap from fixing the nature of
value itself or its cause. Perhaps speaking of value

an sich savors too much of philosophic abstractness,

yet some such designation must be employed if value
is ever to be considered as more than a variant of
human desires and emotions.”  This objective value
may vary all the way from labor and cost of pro-
duction to the “social value” of John Bates Clark
and of Dr. Anderson—“a quantity of motivating
force, power over the actions of a man, embodied

12 Dr, Anderson’s Social Value, referred to a few pages back,
makes this point very well, pp. 18ff. But he refers to earlier
criticisms of the same type, e.g., Henry George’s Science of Po-
litical Economy, Book II, Chap. XI.

13 Of course, whether value should be considered as anything
.. more than such a. psychological variant introduces the age-old
philosophic problem of value as subjective or objective.
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in an object.”™ In any case there has been the -
persistent feeling that although marginal utility .
has remedied major deficiencies in labor theories, .

it has proved incomplete -as an explanation of the
genesis of value.

It would be very appropriate to cap this com-
mentary with a synthesis. Why, it might be asked,
is not: value created by labor—or whatever pro-
ductive, objective force may be applicable—but
measured by subjective faetors like marginal util-
ity? Why can’t there be a fusion of the physical
and the psychological?®® Is exchangeability the
“only significance of value, or is there not also some-
thing that gives goods exchangeability? An elab-
orate summary along such lines will not be at-
tempted, but there may be essayed an outline of the
direction such a synthesis might take.

The sketch would perhaps start with the recog-
nition that since exchange value is clearly a social
phenomenon, it must depend upon some method of
comparing degrees of utility. (The word “compar-
ing” is being used here in a very general sense.
That is, the psychological problem of conscious
comparison, plus all the familiar difficulties of a
hedonistic economics, will be deliberately waived.)

4 Anderson, p. 106.

15 Tn this connection it may be pomted out “.". . that there has
been a [contemporaryl movement in economics to dispense with
motivation altogether. . .. Efforts have been made, notably by
Gustav Cassel, to build up a system of price theory without
making use of utility or value theory in any form.” Professor
F. H. Knight in the Encyclopaedia of the Social Sciences,
Vol. XV, p. 220.
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That successive units of articles or services have
progressively lower degrees of utility, that dimin-

ishing returns do operate, and that the utility of -

the last, final, or marginal unit gives some approxi-
mation of value—all this seems a rather reasonable
proceeding. However, this somewhat simple tech-
nique becomes complicated when it is transferred
to a community of persons living in an industrial
society. Perhaps the textbook Crusoe could care-
fully weigh utility against marginal disutility, <.e.,
the discomfort or sacrifice of labor. But in a codper-
ative economy, demand alone can be of only one-
sided help. “The problem of value in such a
[cobperative] society is the problem of explaining
what factors determine the ratios of exchange be-
tween different kinds of goods.” * Such ratios have
demand simply as one of the terms, for effective de-
mand is not brute and inarticulate desire. Psycho-
logical desires, in' the sense of wishes, have, to be
sure, no effect on exchange: they operate upon the
market only as demands—but these demands in turn
depend upon a strictly objective factor, <.e., what the
one having the desire can offer. And that rests upon
his existing economic status. The demands of a mil-
lionaire and of a laborer depend upon what they
possess and can give in exchange. They involve con-

16 This outline is making direct use of the significant work of
Professor Harry Gunnison Brown as it appears especially in his

Economic Science and the Common Welfare (Columbia, Mo.,

Lucas Bros., 6th ed., 1936); The Economics of Tazation (New
York, Henry Holt, 1924); and The Economic Basis of Taz Re-

.form (Lucas Bros., 1932). - :

17 Brown, Economic Science and the Common Welfare, p. 213.
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sideration of economic supply as well as of demand.
In other words, the ratios of exchange between dif-
ferent goods depend upon an implicit comparison
between the alternative goods supplied. Demand
(at least so far as ordinary commodities are con-
cerned) is necessarily limited in the case of one
good by the marginal sacrifice involved in the pro-

duction of other goods. In a wvery real sense, de-

mand involves “cost of production.” ,

Now, how is “cost of production” being used in
this connection? Professor Brown’s definition is
most pertinent: “. . . The cost of production [is]
the amount. of other goods, of one and another sort,
which the same effort and self-denial would pro-
duce.” *® This interpretation of cost clearly con-
nects it with demand, for “the majority of people
~ will not long pay for any good more’than this cost,
i.e., more than the amount of other goods which the
same effort, ete., would produce.” ** Cost of produc-
tion influences demand no less than it does supply.
TIts influence on supply is obvious: the production
of a good will be supplied up to the point where the
disutility of production is balanced by the utility
of the goods received in exchange. Since everyone
is both a buyer and a seller, demand and supply are
both related to “cost.” *

The preceding argument is essentially a compro-
mise, a very significant attempt to fuse classical

18 Ibid., p. 248.
19 Tbid., p. 245.
. 20 See tbid., pp. 246-251.
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cost of production with marginal utility. But it is

also felt that the direction taken by the argument
might lead to a possible synthesis of the subjective
and objective factors in value * themselves. It has
been suggested that demand and supply are mutual,
but, as the marginalists first emphasized, demand
and supply are concepts that require further analysis.
When so analyzed, they are found to be neither
purely subjective nor objective. Demand is not some
mythical resident of the realm of psychology, and
supply does not imply an extrinsic, completely “eco-
nomic” category. Both, moreover, revolve around a
concept of cost-of production (as that phrase is un-

_derstood here) that relates the two in terms of the

availability of alternative goods. Between demand,
supply, and cost of production there is mutual inter-
action. A

No less mutual is the relation between these and
value. Of course, that demand and value, and sup-
ply and value, interact is textbook material. But
the relation between cost of production and value
is handled in an ambiguous fashion. The economist
of marginal utility backgrounds sees little ‘or no
connection between the two; the neo-classicist finds
cost to be a main determiner of price. It is again
the battle between the subjectivist and the objecti-
vist. - _

Yet there seems to be no valid reason why value
must involve an “either-or” concept. Value may
be set as price by psychological comparison between

21 Such a synthesis is not explicit in Professor Brown’s work.
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marginal satisfactions: its measurement is unques-

tionably subjective. On the other hand, value cannot

possibly be exempt from cost, especially from an
elastic and realistic concept of cost such as has been
suggested in the preceding paragraphs. There may
be serious objections to a labor cost theory (although
the real essence of labor theories—an attempt to
supply an ethieal criterion for property-—can never
be overcome by “technical” difficulties), but those
objections are scarcely applicable to an interpreta-
_tion that defines cost in terms of the alternatives

presented by other goods.” In fine, what is meas-

ured by marginal utility—or any other psychological
mechanism? That which is measured is not some
subjective desire. It is an objective economic good,
a good produced either by labor; or found, without
labor, in nature; or, & la Veblen, “idstitutionalized”
out of a community’s “intangible assets.” In any
" case, it is an other thing, residing outside the bound-
aries of psychology. The assessment and the genera-
tion of value seem to be two different things.

There was no intention here of participating in
the metaphysics of value theory, and it is with
some misgivings that one notes in the preceding
pages the abstruseness and the uncertainty that
‘are the ear-marks of many value theorists. After
all, the present interest is not in value qua value.
The purpose of this chapter is to show the unique-

22 Of course, this must not be interpreted as a.denial of the
contention that goods are produced by labor, by saving or waiting,
and by land; and that each makes its marginal contribution.
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ness of land value; and these opening remarks on
economic value in general have been more or less
. a propitiating offering to the devotees of history-of-
value-theories. But it may be observed, more or
less as a passing comment, that the suggested syn-
thesis of the past few pages shows a possible con-
nection between the general problem of value and
the specific one of land value. For instance, the
point has been made that the strict marginal util-
ity approach seems to miss the fact that subjective
desires are not given ready-made; they depend upon
the matter of future effort and, thus, future “cost.”
The very formation of the “subjective” and the
estimation of its relative place hangs upon the
command over means, i.e., “supply.” Well, that
power of command is conditioned clearly by the
nature of the supply, and o the very concept of
value itself—even when handled in the dimension
‘of psychology—involves the more specific problem
of the value of objective means such, for example,
as land. . :
In any event, whether or not this is a satisfactory
transition to land value, the argument that is going
to be proposed now is that within this field of sup-
ply values, there must be drawn a distinction be-
tween the value of the reproducible and of the ir-
reproducible.® And it is sincerely felt' that, with

23 This whole point of the “irreproducibility” of land is handled
in the next chapter, pages 69-79. To anticipate, it might be
noted here that the contemporary “functional” arguments inti-
mating that land is about as elastic as capital, at least as far as its

depdndence upon human effort is concerned, are just not being

taken seriously.
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~the possible exception of the most orthodox of
utility theories, any discussion of economic value
will lend itself to an interpretation that does iso-
late the value of land. R

For example, it is clear that the classical labor

cost approach was forced to separate land value.

from that of produced goods. The value of land,
just as the validity of landed property, could not be
justified by a labor test; some other standard, if pos-
sible, had to be employed. Labor did not create
land or land value. But even such a cost approach
as that of Professor Brown, which involves utility
and alternative choices rather than labor, must
also see a logical and technical distinetion between
the value of reproducible and irreproducible
goods.. Value of land cannot be related to “cost
of production,” since such cost implies the avail-
ability of alternatives.* In other words, any value

24 To quote Professor Brown: “This point has importance in
the distinction between goods which have and goods which have
not any cost of production, ¢.e., between goods which are repro-
ducible and goods which are almost or absolutely fixed in quantity.
Ordinary commodities are in the first class. Land space is in the
second class, The demand for ordinary commodities depends not
only upon their utility, but in part, as we have seen, upon their
cost of production, for the majority of people will not long
pay for any good more than this cost, i.e., more than the amount
of other goods which the same effort, etc., would produce. But
the demand for land space depends (assuming any given prices)
solely on its utility, for it has no cost of production. . .. On the
supply side, as on the demand side, it is worth while emphasizing
the distinction between goods producible in indefinite amounts,
in relation to the world’s need of them, such as wheat, corn, cot-
ton, iron ore; and goods more or less fixed in quantity, such as
original Greek statuary, the paintings of Michael Angelo, and,
chief in importance, land. . . .- The value of land . . . has little
or no relation- to cost of production.... The amount which
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- theory that includes supply in its considerations
.must inevitably draw a distinction within the realm
of value. Unless it secludes itself in a retreat of
pure psychology and eliminates all factors but sub-
jective demand, a philosophy of economic value is
always confronted by the incorrigible uniqueness
of land. .

But it is necessary here to furn rather abruptly "

from the intricacies of value theory to a more posi-
‘tive and, it is hoped, a more simple exposition of
land value,; an exposition that will try to demon-
strate why land value is unique and why its non-
conformity must be respected.

There are several possible introductions to such

an attempt. Perhaps the most understandable is -

that which emphasizes the social nature of land
value. The argument is no more than a repetition
of what generations of land reformers have finally
pounded into economic theory. Land has no in-
trinsic value. Its value in no way depends upon

cost—and cost, it has been seen, does not have to

be interpreted as labor cost. The value of land
rests upon the presence of people. (All this is
over-simplification but it may be excused as being
by way of introduction.) Land varies from the
worthless to the ridiculously precious in terms of

purchasers will pay for land is not, practically, limited by any
alternative they may have of producing some of it themselves,
nor is the amount that sellers will take at all determined by any
corresponding consideration of other rewards which the labor of
its production might have brought them, since there is, for land
as such, no such labor of production.” (Op. cit., pp. 245-257.)
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the absence or presence of population.” This con-

nection is not at all a necessarily material one. In_

fact, what Professor John Dewey calls the “impon-
derable” elements® are perhaps most significant
here. That is to say, it is to the widening of group
life and to the resulting higher social values of an
organized community that land owes its worth.
These intangible factors of social life and activity
really explain the phenomenal land values that are
found at the heart of population. It is indeed no
exaggeration to say that land value is a rough ex-
pression of the degree of social coOperation,  a
barometer of “social service.” It measures society’s
presence, its needs, its achievements. Land value
is social value.

At the risk of breaking the argument, a digres-
sion may be inserted here. The digression is sug-
gested by what purports to.be a contemporary re-
buttal of the above paragraph.. Many present-day
economists tell us: All value is social value. No
value is intrinsic. Therefore land value is not
unique. Value depends upon a social organization;

25 There is, of course, no one-to-one correspondence between
land value and population. For example, the effect of inflated
land values and of land speculation in bringing about ultimately
a collapse of “land value” even in the densest centers of popula-
tion is a familiar economic phenomenon that must be handled
elsewhere. In this connection note such recent books as: The
Great American Land Bubble, A. M. Sakolski (New York,
Harpers, 1932) ; One Hundred Years of Land Values in Chicago,
Homer Hoyt (University of Chicago Press, 1933) ; and The Golden
* Earth—a history of New York City’s landed wealth, Arthur
Pound (New York, Macmillan, 1935). )

28 Preface to Stgnificant Paragraphs from Progress and Poverty
{New. York, Doubleday Doran, 1928).
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all the categories of production and income are -

social in character. Land is not peculiar as an ex-
ample of the notorious “unearned increment.” Such
an mcrement—-socla,lly ‘determined—is part of the
very nature of value. :

The digression can continue with an attempt to
answer this criticism. To state that all value de-
pends upon social forces is either a truism or a
tautology; it is saying no more than that where
there is society there is demand. But to say that
without social demand there would be no value is
not to say that demand is the sole determiner - of

value. Value is social, since indeed everything eco-
nomie is soeial, but it is only Value as an abstract -

category that is thus given meaning. Specific values,
variations of value within the general concept of
Value, must depend upon such prosaic and technical
factors as demand rate, cost of production, ex-
haustibility, and possibility of reproduction. These
factors themselves are admittedly social, ‘but that
use of the word is so broad as to be meaningless in
a discussion of how values are arrived at.

In other words, in the case of goods that are re-
producible and in which alternative possibilities are

‘present—goods that have a cost of production, both '

the goods and their values are social products.
They are social as instruments and as value-possess-
ing objects. Land value, too, is social value, but
land itself is not a social product; it is not a product
at all. All value but land value (and also, of course,
the value of unique articles such as old paintings,
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old wine, heirlooms, and the like, which, however,
are economically insignificant) depends upon the
fact that supply as well as demand is socially de-
termined. Such values involve more than social
- demand; they depend, in addition, upon items like
production difficulty and reproduction possibility.
The difference between this type of value and that
of land must be clear. Land value has no connec-
tions with production or reproduction; it is based
solely upon social pressure as it expresses itself
in the demand for land. Therefore, the phenomenon
of the social aspect of value cannot be referred
indiseriminately to both land and that which is not
land,”" since with one-element, land, it is the sole
controlling factor, while with the other it 1s only
one of several operating forces.
This digression has tried to indicate that despite
characteristic .contemporary objections, land  value
is social value, and uniquely so. As a corollary,
it may be observed that land value is spontaneous
and, as it were, casual. Man produces commodities
because he needs them and wants them, or because
others need and want them and are willing to ex-
change their products for them. Moreover, he pro-
.duces goods (outside of the U.S.S.R.) for private
profit. That is, he believes that his products will
“have an anticipated value. This value is a delib-
erate creation; the producer has it in ‘mind when he
makes his product. (He may, of course, be mis-

© 2Tt will be observed that the term “capital,” which should
be used here, is being studiously avoided. That term will be
. reserved for the next chapter.

I
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taken about the demand for his produect, in which
case he changes his technique, or withdraws from
business.)

Now, outside of schools for realtors (or perhaps
more euphemistically, institutes of land economics)
land value operates in an entirely different fash-
ion.. While it is true that speculators may “antici-
pate” legitimate increases in land value and while
they may, by means of publicity, inflate “value” to
spurious proportions, nevertheless land value is nor-
mally the result of men forming themselves into
communities, and it appears without man having
any thought of it. It comes as a by-product of so-
cial life. In no significant way can man control
such value. Unconsciously and gratuitously does
society manufacture a sI‘)ecml and supplementary
surplus as it grows; this'is what so impressed the
classical writers as an unearned increment. It
funetions independently of man’s conscious efforts
as they are directed, for example, to the produc-
tion of wealth. Man creates land value not by any
deliberate effort, but only as he congregates in
communities—this congregation being the result of
psychological forces that operate almost automati-
cally.

It seems, then, that two different types of eco-
nomic value present themselves. One is the value
of reproducible human efforts; the other is that of
irreproducible nature. One is the result of man’s
predetermined and calculated achievements in the
creation of wealth; the other is an indirect and




LAND VALUE . . . 41

“accidental” by-product, dependent, it may be, on
social laws of gregariousness, but certainly not on
man’s will. (These two types of value, furthermore,
seem roughly to “vary inversely—although this re-
lation cannot be pressed too strongly. That is, with
" the usual qualifying phrase of “other things being
equal,” in large communities land value is high and
the value of labor products correspondingly low,
whereas the opposite appears to hold true for the
less highly organized society.) An unambiguous
distinction between these two different expres-
sions of value would seem to be a necessary preface
to any handling of land value. At least that is the
contention here.

Some pages back it was suggested that an expo-
sition of land’s socially determined value might
properly introduce a more technical discussion of
such value. In turning to that topie, another whole
. series of controversies is faced; in fact, any ex-

_ amination of land and land value is soon trans-

formed into an argument—perhaps a stimulating
but hardly a fruitful situation. For example, the
problem of determining the specific value of land is
tied up inextricably with the concept of land rent,
and land rent, of course, cannot be dissociated from
its historical econnections with the name of Rieardo.

Now, both these words—“rent” and “Ricardo”—

provoke the most varying responses from economic
theorists. To that group impressed by the work of
Professor Fetter and the late Professor .Cannan,
the terms connote nothing more than archaic rem-

o e e,y i
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nants of a rather benighted era in economic science;
they are now but vestigial reminders of a vanished
day.”® Rent has practically nothing to do with land;
it is “the amount paid by contract for the use of
durable (separable) uses [sic] of a more or less
"durable agent (use bearer), entrusted by an owner
to a borrower for a limited period, to be returned
in equally good condition except for ordinary wear

and tear.”® And Ricardo? Why, his “law of rent”

has been exploded years ago. To other less vehement
and less disparaging economists, the classical con-
tributions, with perhaps the proper amendments
and revisions, are still profound recognitions of
well-established economic phenomena. However,
the purpose here is neither to defend the choice
of economic vocabulary, nor to apologize for any
of the classical writers. We are trying to explain
the operations of concrete land values, and in so
doing are simply indicating awareness of the his-
torical polemics involved. ‘

The relation between land rent and land value
appears to be a causal one. To start with a definite
proposition: the value of land is determined by dis-
counting its future rent (the discounting, of course,
being in terms of some specified rate of interest).
“Thus, a piece of land which would yield $5,000
per year net rent (above.taxes, wages of labor em-

28 Perhaps the most extreme example of this attitude is Pro-
fessor Fetter’s article on rent in the supposedly authentic
Encyclopaedia of the Social Sciences, Vol. X1II, pp. 289-292. Of
course, he has expressed himself similarly on many .other oc-
casions; see #nfra, pp. 61-2.

29 Op. cit., pp. 291-2.




LAND VALUE = - .43

ployed, interest on the capital invested in build-
ings and other improvements, and insurance) would
be worth, if interest were 5 per cent, $100,000.
Were the current rate 10 per cent, such a piece: of
land would be worth but $50,000.” * This observa-
tion should provoke neither surprise nor criticism;
it is not simply acceptable economic theory, it is
real estate practice. However, controversy of a very
serious nature is introduced when -this technique
of ascertaining land value is contrasted with the
method of determining the worth. of producible
and reproducible goods. According to the argu-
ments proposed in the preceding pages, it must be
clear that the value of economic goods other than
land refers in some rather direct way to cost of
production. To quote again from Professor
Brown: : 3

Buildings of a type costing $5,000 each will hardly be
put up to sell for much less, as a rule, by the builders.
Nor, so long as the alternative is open to hirm of super-
vising the construction. of a similar building, will a pos-
sible buyer care to pay a great deal more. The value of
a building is determined then, in large part, by the ex-
penses, such as wages, of producing the ma,terials, and
of putting it up; and these wages are determined, in the
last analysis, by the existence of alternative hnes of
activity open to the wage-earners, while the other costs
are determined by the alternative uses to which the land
or capital which must be used in producing the materials
might be put.®

80 Brown op. cit., pp. 383-4.
31 Ibed.
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Criticism of this position is a corollary of ‘the
thesis that all value is social value, land being in
no way exceptional. The value of all goods is thus
a matter of discounting; all value is connected with
prospective income.” Moreover, no goods are in-
stantly reproducible, and therefore, at least in the
short run, value cannot depend upon alternative
opportunities.”® These objections, however, to the
theory of land value’s unique income status are
obviously part of the more general attack upon

- cost of production as a criterion of value, and they

are strong or weak to the degree that the major
proposition claims our indorsement.

" But the interest here is not to prolong the cost-of-
production dispute. It is to investigate further the

" nature of land rent, for if land value is held to de- -

pend upon the discountihg of future rents it fol-
lows that the next problem is to establish how rent
is determined. (Despite the almost savage objec-
tions of Professor Fetter,” the term “rent” will

82 For an interesting controversy on this particular point, see
the articles by Professor Brown and Professor Hewett in the
American Economic Review for September, and December, 1929.
The argument is continued in the March, and June, 1930, issues
with Professors Fetter, Cannan, and others as additional con-
tributors.

33 A direct reply to this latter argument, a reply which em-
phasizes that demand as well as supply is affected by opportunity
costs, is made by Professor Brown in the Revtew for June, 1930,
pp. 250-1.

3 For example, Professor Fetter writes that “modern the-
oretical criticism has not only quite effectually invalidated the
crude tripartite division of the economic factors (based on the
labor theory of value) which linked rent with land but also in
varying degrees has exploded all of the other supposed pe-
culiarities of land and of land rent.” (From the Encyclopaedia
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still be understood as the return to land; the return
to any improvements upon land is considered as

interest.) Now, any discussion of the famous (or

notorious) “law of rent” must include the name of *

Ricardo,” and, even if it is overly-familiar material
it may bear repetition—not necessarily because of
historical interest in Ricardian or neo-Ricardian
economics, but rather for the reason that the func-
tioning of rent played so prominent a. role in
Ricardo’s system as to monopolize a position in the
spotlight that has never been recaptured.

This classic approach to rent emphasized, above
all, that rent was determined by comparison with
a marginal element. That is, the rent of land was
a surplus. It was the excess of any land’s produce
over that which was secured from the least pro-
ductive land in use. The rent of land did not de-

article mentioned above, p. 291.) Of course, John Bates Clark
was outstanding in this type of criticism: his definition of rent
was “the aggregate of the lump sums earned by capital goods.”
Rent was thus the product earned by concrete instruments of
production.

85 Ricardo formulated but did not “discover” the law of rent.
The credit for that is usually assigned to James Anderson in his
1777 inquiry into the nature of the corn laws. (See McCulloch’s
edition of Smith’s Wealth of Nations, p. 453.) In addition, there
was a group of economic writers in England who definitely
anticipated the statement of the Ricardian theory of rent, men
like Rooke, Torrens, West, Malthus himself, and several others
who, particularly in the years 1814-15, were interested in this
phase of economic speculation. (For these anticipators of Ricardo
see the important paper of Professor Seligman, previously men-
tioned, on “Some Neglected British Economists,” The Economic
Journal, Vol. XII1) The first statement by Ricardo of his law
of rent was in the 1817 essay, “On the Influence of a Low Price
of Corn on the Profits of Stock.” His complete formulation of

the law is found in Chapter II of the Principles of Political

Economy and Tazation.
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pend on the implicit productiveness or utility of
land; land had rent only in terms of comparison.
Good land had no rent, were equally attractive land
available. Poor land had rent, if poorer land were
forced into use. Rent was the price of competition
for the better grades of land. It varied inversely
with marginal production.

In slightly more professional language (or rather
the language of the textbook), suppose all the best
land * to be occupied, a situation that forces into
cultivation second grade land. It is clear that those
in possession of the first grade land have an advan-
tage. But how much of an advantage? Well, the
second grade land must pay the returns of the
invested labor and capital, or it would not be culti-

vated. The first grade lgmd can do this and still .

‘have something left over. That surplus is rent.
Should now third grade land be forced into opera-

tion, the second grade land will begin to pay a rent’
which will be the excess of its return over that of .

the inferior land, and the first grade land rent-
surplus will widen proportionately. Or, in the words
of Ricardo: “With every step in the progress of
population, which shall oblige a country to have
recourse to land of a worse quality, to enable it
to raise its supply of food, rent on all the more

fertile land will rise.” ¥ Rieardian rent thus em- - .

braced a resort to inferior soils and an extensive

36 Although Ricardo’s examples of “best land” are practically
all agricultural, and although he has been accused of neglecting
other aspects of land, yet he does mention several times in his
chapter on rent the situation value of land. '

87 For this particular discussion see the Principles, pp. 47-55.
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margin, plus a law of dlmlnlshmg returns leadmg
to an intensive margin.®

Several assumptions stand out clearly in analyz-

ing this Ricardian approach to rent.® All of them
have been subject to severe criticism—some being
attacked even by the staunchest of Ricardians;
others seem as sound and significant as when first
made. Perhaps the strongest assumptions are those
that imply that land is a separate and an unpro-
ducible economic element. Less vital are the im-
plications that land is durable, i.e., its fertility
changes can be disregarded, and that there is “no-
rent” land. Indirect inferences are that land taxes
cannot be shifted, and that land rent is a surplus
above and does not enter into cost. And the most
severely criticized assumptions are that diminish-
ing returns apply peculiarly to land, and that rent
is the only differential return in economics. .

This last point introduces, of course, a mention of
John Bates Clark, whose work was of definitive
importance in the attempted repudiation of the
Ricardian concept of rent.** Clark’s goal of synthe-

 sizing the laws of distribution included a widening

88 Note Haney’s History of Economic Thought (New York,
Macmillan, 1922), pp. 260-1.

8 Cf. Professor Fetter's Encyclopaedia article, op. cit.

%0 Clark also criticized Ricardo for his failure to realize that
there was a distinction between the “statics” and “dynamics” of
rent, For example, the residual income of ren'rr-producmg land
over marginal land depends on the assumption of “no-rent” land,
which assumption Ricardo made; but that assumption, as apply-
ing to the dynamic functioning of land, may be challenged since
the uses of land can vary. However, Clark’ s criticism was not that
Ricardian rent was static, but that "Ricardo failed to- realize that
it was. Clark himself made the distinction between static and
dynamic 2. decisive one, and then proceeded to handle quite
freely the entire concept. of diminishing returns as a static one.

P 2 <,~.<‘_...F. Fhaie sl b e e p it i it
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of the doctrine of diminishing returns and surplus
values. This doctrine was not to be applied only
to Jand. All value, all “rent,” depended upon a
similar principle. Marginal capital and marginal
labor could function in the same way as marginal
land. There was a precise formula to be worked
out; it was to result in a theory of general dimin-
ishing returns, or rather of diminishing productiv-
ity applicable to all economic factors. A functional
law - of marginal distribution was what Clark
sought. . For him, diminishing returns constituted
a “general” and not a “special” theory of relativity.
Thus, the Ricardian assumption that land rent
was unique in being differential income was un-
founded. _

Now, although the present discussion of value
and rent seems already fo have all the polemical
appearances of a debating school in economic theory,
the pro and con character of the exposition must
be continued if for no other reason than that the
uniqueness of rent’s differential aspect is simply one
more corollary of the controversial proposition that
land is unique. And it is not difficult to note that

“that proposition is a key one in this whole work.

Clark’s eriticism of Ricardo was, to a degree, antici-
pated and—if that is chronologically possible—

41 Clark was by no means the first to make criticism of this
type. Nearly all of the post-Ricardian writers suggested con-
tributions that hinted at further development along the road
that Clark took. For example, John Stuart Mill, and later, of
course, Marshall, talked about “quasi-rents,” or the less perma-
nent differentials yielded by superior productivity of units of
capital and labor.
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partially answered by a thinker who, according to

Clark’s own acknowledgement, stimulated his search

for a general law of diminishing returns: that was
Henry George.”” George’s philosophy was one that
made the most of Ricardianism, and yet the Ameri-
can economist realized that diminishing returns
could not be confined to land. He saw that the
presence of a marginal factor was indeed the deter-
mining element in setting the amount available
for all the different shares of production, but in his
logical attempts to reduce divergent concepts to
the expression of one fundamental principle, George
postulated the phenomenon of diminishing returns
in land as the constant to which the other factors
approached. The concept of diminishing returns
itself could not act as a common denominator, since
land was a separate economic element; land’s differ-
ential was peculiar only because land itself was pe-
culiar. This was an almost metaphysical idea, for the
broadest interpretation of the law of diminishing re-
turns was simply the realization that earth space
- was finite, and that all matter—all production of

%2 Clark wrote that “it was the claim advanced by Mr. Henry
George that wages are fixed by the product which a man can
create by tilling rentless land, that first led me to seek a method
by which the product of labor everywhere may be disentangled
from the product of cobperating agents and separately identi-
fied; and it was this quest which led to the attainment of the
law that is here presented, according to which the wages of dll
labor tend, under perfectly free competition, to equal the product
that is separately attributable to the labor.” (The Distribution
of Wealth; New York, Macmillan, 1899: Preface, p. viii.) George’s
argument may be found in Progress and Poverty, Book III,
especially Chap. II; and also in The Science of Political Econ-~
omy, Book III, Chaps. IV-VIIL

B
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wealth—approached a limiting constant. So, 'de-
spite the criticisms of Clark and the many other
writers, it-is felt that Ricardo’s assumptions that
diminishing returns apply particularly to land are

still valid. At least, they are valid to the degree

that land itself is considered as a separate and pe-
culiar factor in economic production.

This is not an essay on Ricardo. The present in-
terest has been in land rent because, to repeat,
land value is inextricably connected with land’s
income. Contributions of men like Ricardo and
Clark must be mentioned in any such discussion,
even if their work is so largely a matter of con-
troversy.® The interpretation of rent that is being
accepted here is still Ricardian to the degree, at
least, that rent is looked upon as a surplus. It is an
interpretation that coincides with the handling of
value throughout this chapter. In fine, rent is be-
ing regarded as the amount determined by the ex-
cess over production on the intensive or extensive
margin. It determines value of land, but itself is
not affected by that value. To be more specific,
this rather long quotation from the writing of Pro-
fessor Brown may be permitted: **

4 Por example, while Professor Fetter can write (op. cit.) that
“recent criticism has pretty effectually disposed of the fallacious
idea of a certain marginal unit fixing the price of the whole or of
the other units in the marketing of any sort of goods or uses,”
Professor Haney (op. cit., p. 266) can still hold that “the rent
theory proper [of Ricardo] stands to this day, the result of nearly
a century of criticism having been a more careful and limited
formulation and a less absolute statement of its unique char-
acter,”

4 The Economic Basis of Tax Reform, pp. 151-153.
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In order to make clear the nature of land rent, let us
suppose the existence of a piece of land on which the
labor of five men working with the aid of improvements
and equipment worth $10,000 produces a yearly output
above repair and depreciation costs, of $4400. Of this
~ $4400, wages constitutes $3,000, interest, at 8 per cent, is
$800, and $600 a year remains as rent. This $600
measures, roughly, the amount of rent the owner could
secure from a tenant. It is the surplus produced on the
land, above the remuneration of the labor and capital
used. But the interest on capital depends on the service
of capital in the productive process. Capital is worth
to the borrower, in interest, no more than it will yield,
and the forces of demand and supply tend to fix the
interest rate on the basis of the prospective net yield of
capital. In the same way, the wages of labor are fixed
by the effectiveness or productivity of labor. Wages be-.
low what labor is worth to employers stimulate demand -
for labor, and competition among employers. then tends
to bring wages up. Wages above’ what labor is worth
decrease demand, bring about unemployment and com-
petition among wage earners for jobs, and wages then
tend downward. To say, therefore, that a piece of land
yields per year a surplus of $600 above interest for
capital and wages of labor is to say that it yields .a
surplus of $600 above the product of such capital and
labor. Let us suppose this particular piece of land to
be non-existent. Then the labor and capital applied
upon it must needs be applied on poorer or less well
situated land not previously used, or this labor and
capital must be applied to using more intensively land
already in use. Applied in either -of these ways, such
labor and capital would produce $600 less than could be
produced if the labor and capital were applied to the
$4400 yielding land. In other words, the $600 is the
product of this particular piece of land in the sense that
the existence and use of this piece of land make it pos-
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sible for a product $600 larger to be secured with no\

more labor and capital, simply because the land resources
to which the labor and capital are applied are that much
better than those to which the labor and capital in
question must otherwise be applied. But although $600

may. thus be regarded as a contribution of the land to

production (in technical economic language its marginal
contribution), it is not on that account to be regarded
as a contribution of the land-owner to production.

The concluding words of this passage are clearly
a key to the argument of the present chapter.
Rent, according to the above quantitative analysis,
is not simply a surplus—it is an unearned surplus.
It is, once more, the unearned increment that bulked
so large in the classical writings. Such a doctrine of
rent harmonizes very neatly with the interpreta-

tion of land value as a social—and therefore indi--

vidually unea,rned——product'; although the two ap-
. proaches are essentially independent analyses, they

really disclose themselves as joint contributors to-

what seems to be a profoundly significant economic
phenomenon. These two points may warrant fur-
ther elaboration.

It has been pointed out that rent has no direct
" connection with the productivity or utility of land.
Just as with land value, rent arises gratuituously
when demand forees into use marginal land or neces-
sitates more intensive cultivation of superior land.
Rent is determined by a process of relationship, and
by nothing intrinsic such as cost of production.*

45 Although demand and relativity also affect other mcomes
such as interest, the argument has been that .rent, like land, is
unique because it involves an unproducible economic element.
This point is handled at length in the following chapter.

v
)
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It is a passive and not an active factor in the me-
chanics of distribution. In different language, rent
may be said to result not from actually producing,
but from giving leave to produce. Thus, land rent
is unearned because it is an income for which no
 service is contributed. The producers of goods ren-
der service by the very fact of the goods having
been produced: * that is, the community would
have to produce the goods should they be needed.
In the case of land, income is paid -to individuals
or corporations for benefits that no individual or
corporation is responsible for. Rent, in this sense,
is an income from obligation, not from production.
This unearned character of land rent may be
pressed still further. Tt is a not unfamiliar deduc-
tion from Ricardo’s law to describe rent as a vam-
pire preying upon the other elements of production;
such an interpretation, of course, featured the work
of Henry George. According to this approach, the
return to land must come out of the incomes accru-
ing to labor and capital. Since rent depends upon
no authentic contribution to production, the cre-
ators of tangible wealth must defray out of their
product the amount gomg to the owner of land.
(Of course, the phrase “no authentic contribution
to production” must be understood in the light of

41t may be in place to mention here that the recent sug-
gestions of ‘men like Professors Fairchild, Berle, and Means that
“ownership” is a peculiar and rather indefensible unearned in-
come, seem to be very 1mportant However, thls type of criticism
applies only to our very recent * corporatlon economy. The un-
earned . character of rent depends upon no particular system of
industry; it appears to be an integral part of the whole dls-
tributive process.
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the foregoing sentences. Land is obviously basic in’
the production of wealth, but land rent, like land

value, depends on extraneous factors such as power
of demand and monopolistic control, and not upon
the intrinsic productive power of land.) The pri-
vate retention, then, of land rent is not simply an
unearned privilege; it is, at the same time, opposed
to the legitimate interests of the producers of wealth.
This has been the paradox observed by generations
of land reformers; and, for that matter, by genera-
tions of economic theorists: given our present sys-
tem of distribution, the production of wealth also
creates the unearned tribute that must be paid by

labor and capital for the mere privilege of producing.

If land rent is a privately unearned surplus, then
land value, which is determined by a discounting of
future rents, reappears with its social character
doubled in strength. It was argued some pages back
that land value differed from the value of repro-
ducible goods because it resulted spontaneously
and automatically from ‘the socio-psychological
forces of human gregariousness. The increased artic-
ulation of the social order meant the increased
growth of the value of land. Such value was there-
fore dependent upon no individual; as a private pos-
- session it was distinetly unearned. This was an
argument that might be labelled as psychological
or sociological. But now the discussion of rent adds
economic reénforcement. Land rent is an unearned
surplus because (1) demand for land by the pro-
ducers of wealth, and (2) competition between those
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producers for a limited (in space) and privately
controlled element are its parents. Rent is thus

set by marginal possibilities, and not by the con-

tributions of those who receive it. These two ap-
proaches, the social and the economie, indicate
that land value is a distinet and peculiar economic
phenomenon. It is unique and should be treated so.

The present chapter has attempted to do no
more than suggest why land value is different from
other expressions of economic value. An opening
review of the historical theories of value was simply
introductory, but it disclosed that the confusion
‘between value as cause and value as measurement
underlay the conflict between, for example, the
traditional labor and marginal utility schools. A
possible synthesis between the objective and sub-
jective approaches, illustrated by a recent interpre-
tation of the cost of production concept, was added
parenthetically. It was then noted that any theory
of value that included supply as one of its com-
ponents must inevitably isolate land value as some-
thmg separate.

But that' type of historical materlal is only
background. The argument of .this chapter is not
historical but theoretical. It is an effort to show
that at least two classes of value must be consid-
ered in economics, that of reproducible human enter-
prise and that of irreproducible nature. This is a
functional and not simply a logical or an ethical
proposition. Moreover, it is a conviction that can
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pass very easily from the realm of theory to that
of operation. These points remain to be discussed.

Perhaps the first item introduced by such a dis-
cussion would be a demand for the further elabora-
‘tion of a term that has been used frequently in the
preceding pages—reproducible. And that demand
pushes forward a concept that has been deliberately
avoided up to now—capital. An investigation of
these terms will provide a transition from land
value back to land, and may help to. present the

- land question in its full significance.




