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HENT 41D PAICK — & REBUTTAL

By GASTON HAXO (St. Petersburg, Floe, U,Suhia)

In TUN Mo, 9, lessrs. Richard T. Hoil and S. Fucker +eoke me to boask for cladme
ing that reont ds pert of price.

Mr, Holl denies thet rent ond woges are frobors in the market price of a prod-
wct, "since merket price 1s Qetermined solely by the law of supply and demand." That
is true at a particulsr time and place, bub Wp, Hell forgebs thot there is something
which affects supply and demend and that is the cost of production (rent and wages).
A morket price higher or lower than o normel production cost will cause supply and
demans to fluctuate accordingly and tend o bring obout on equation of cost and
price. Therefore 1t ig cleor that in the long ran, it ig rent and wages which are
the basic determining fectors of prices. If we operated on a berter system, the
Lews of economics being what they are, the results would be the some as they are
undék a money system. Wages onc rent would be paid in lobor procucts wlose exchonge
ratio would depend, baslcally, on their cost of production (woges ond remb).

br. Tueker crgues thet totel jrice for :11 the goods brought to merket obvious=-
1y include the surplus knowmn o5 rent, bub that rent is not port of the price chaorged
per unit, the prool of this being thet Mgoods of the same quelity, etc., tend To
acll at o uniform price irrespeetive of the rent clement; rent does not enter into
the individuel mrice of any comodity.® To prove his point, tir, Tucker offers this
iliustrobion: "M produces 100 bushols of vheat from 00" lond, end "B" con pro-
Mce only 50 on his inferior lond. Nt gets o meriet price of G100 and "BM $50.
"Rent is part of botal price, not pert of the price charged per bushel.®

My enswer is that, on the contrary, if goods of equal quality, etc., produced
on vorious grades of land, tend to sell ot o unifori price, it is because rent is
included, otherwise goods produced on the most productive lond, at the lowest cost,
would sell at o lower price thon similar poods produced ab 2 higher cost on inferior
locations. In other words, rent tends to ecquolize the cost of production, thus:
1owest Lobor cost (1) plus highest rent (2) equals 3. Higher labor cost (2} plu
Toucr rent (1) equals 3. Highest labor cost (3) plus no rent equals 3. e

In Mr. Tuckert's illustrotion, B's cost per bushel is §1 (all labor); A's cost
per bushel is 41 (50¢ lebor and 50¢ rent). How could A sell 100 bushels for $L00
without chorging ony rent? It could be done on the first 50 bushels by cherging $1
per bushel for 1abor instead of 50¢ and nothing for rent (o questionable proce&lre.}
but in that cose the other 50 bushels would have to be sold &b %l per bushel for
rent instead of 50¢ and nothing for lobor (oven more quesbioncble, for a labor prod
wet which has no labor cost is on cconamic nallud notion). Far from proving thatb -
remt is not in the price, Mr. Tucker's illustrotion secss to prove the opposite.
fhe truth is thaot shenever rent represents a lower cost of production, it hics to be
part of the price, unit price 25 well as bovol priece, otherwise rent could never be
- collected.

]

Thus we sec that rent is a wost voluchle cconomic fact and that, if publicly.
collected, it would not only provide the public rovenue, but would olso give pro-
cucers an  equal opportunity o would, by equalizing production cosbs, insure fair
competition, At present it is. pussible for o lendowning producer to beab conpetim
bion by giving cwey some of his unesrned increment in lower prices; something which
‘his rent-paying colpetitors connot do.

In my article on Mient and Price" (IUW Ho. 8) L wrote: "Ihe profit motive pre=-
verts the londowner from sclling below the market price, thus forcing him to collect
the rerb." ‘The crticle by Fronk Dupmis in LUK 0. 10 couses me to reflect that the
profit motive is not a sure preventive but lond velue tograbion would be..
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