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A B S T R A C T

D a v i d  R i c a r d o ’ s ’’E s s a y  o n  P r o f i t s ” ( 1 8 1 5 )  p r e s e n t s  
a n  o r i g i n a l  t h e o r y  of p r o f i t  d e t e r m i n a t i o n ,  b a s e d  o n  t h e  
c o n c e p t  of " s u r p l u s  p r o d u c e ” in a g r i c u l t u r e ,  i.e. t h e  
e x c e s s  of f o o d  p r o d u c e d  o n  a p i e c e  of l a n d  o v e r  t h e  f o o d  
c o n s u m e d  b y  t h e  l a b o u r e r s  e m p l o y e d  - a s  i n t e r p r e t e d  b y
S r a f f a .  ( T h i s  i n t e r p r e t a t i o n  is d i s c u s s e d  v i s - ' a - v i s  t h e  
c r i t i q u e s  m a d e  b y  H o l l a n d e r ,  R a n k i n ,  P e a c h  a n d  
F a c a r e l l o . )  R i c a r d o ’ s ’’s u r p l u s  p r o d u c e ” t h e o r y  of p r o f i t s  
is h e r e  t r a c e d  to S m i t h ’ s t h e o r y  of r e n t  of land, w h i c h  
h a d  e x p l a i n e d  r e n t  o n  t h e  b a s i s  of t h e  s a m e  c o n c e p t .  It 
is s h o w n  h o w  S m i t h ’ s t h e o r i e s  of w a g e s  a n d  r e n t  w e r e  
d e v e l o p e d  b y  M a l t h u s  i n t o  a t h e o r y  of t h e  e x p a n s i o n  of
f o o d  p r o d u c t i o n ,  s u b j e c t  to d i m i n i s h i n g  p h y s i c a 1 r e t u r n s , 
a n d  u n d e r  t h e  c o n d i t i o n  t h a t  a g i v e n  r a t e  of p r o f i t s  m u s t  
b e  p a i d  to t h e  f a r m e r .  T h e n  it is s h o w n  h o w  t h e s e  
" i n p u t s ” f r o m  S m i t h  a n d  M a l t h u s  w e r e  t r a n s f o r m e d  b y  
R i c a r d o  i n t o  a t h e o r y  of t h e  e x p a n s i o n  of f o o d  p r o d u c t i o n
e n t a i l i n g  a f a l l i n g  r a t e  of p r o f i t s .  T h e  c o n t r i b u t i o n  of
H o r n e r  to R i c a r d o ’ s f o r m u l a t i o n  is a l s o  p r e s e n t e d .
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C H A P T E R  1 
I N T R O D U C T I  O N

R i c a r d o ’ s " e a r l y "  t h e o r y  of p r o f i t s  is t h a t  w h i c h  he  
h e l d  in 1 8 1 3 - 1 5 ,  p a r t i c u l a r l y  in h i s  " E s s a y  o n  t h e  
i n f l u e n c e  of a low p r i c e  of c o r n  o n  t h e  p r o f i t s  of 
s t o c k ” , p u b l i s h e d  t w o  y e a r s  b e f o r e  t h e  P r i n c i p l e s  
h e r e a f t e r  r e f e r r e d ,  to as t h e  ’’E s s a y  o n  P r o f i t s ” , 
f o l l o w i n g  S r a f f a  (1951b)^T

A c c o r d i n g  to  t h i s  t h e o r y ,  t h e  g e n e r a l  r a t e  of 
p r o f i t s  is ’’r e g u l a t e d "  b y  t h e  p r o f i t  r a t e  of a g r i c u l t u r e  

" a g r i c u l t u r e ” b e i n g  i d e n t i f i e d  w i t h  t h e  p r o d u c t i o n  of 
" f o o d ” or " c o r n ” . T h e  r a t e  of p r o f i t s  of a g r i c u l t u r e  is 
m a d e  to d e p e n d  e x c l u s i v e l y  o n  t h e  r e a l  w a g e  r a t e  ( i n  
t e r m s  of c o r n )  a n d  t h e  p r o d u c t i v i t y  of l a b o u r  in 
a g r i c u l t u r e .  S u p p o s i n g  t h e  r eal w a g e  r a t e  to r e m a i n  
c o n s t a n t ,  R i c a r d o  i n f e r s  t h a t  t h e  g e n e r a l  r a t e  of p r o f i t s  
d e p e n d s  o n  l a b o u r  p r o d u c t i v i t y  in t h e  p r o d u c t i o n  of f o o d .  
A s  h e  p u t s  it in t h e  E s s a y  o n  P r o f i t s :
" p r o f i t s  a r e  r e g u l a t e d  b y  t h e  d i f f i c u l t y  or f a c i l i t y  of 
p r o c u r i n g  f o o d ” ( p . l 3 , n . )

I
H e  r e g a r d e d  t h i s  as " a  p r i n c i p l e  of g r e a t  i m p o r t a n c e ” , 
w h i c h  " h a s  b e e n  a l m o s t  o v e r l o o k e d  in t h e  w r i t i n g s  of
P o l i t i c a l  E c o n o m i s t s ” ( i b i d . ) .

T h i s  t h e o r y ,  a n d  p a r t i c u l a r l y  t h e  r e g u l a t i n g  r o l e  of 
t h e  p r o f i t s  of a g r i c u l t u r e ,  s e e m s  to  be b a s e d  o n  t h e  
c o n c e p t  of  c a p i t a l  as  c o n s i s t i n g  of t h e  s u b s i s t e n c e
n e c e s s a r y  f o r  w o r k e r s ,  n a m e l y  f o o d  or c o r n  - a s
i n t e r p r e t e d  b y  S r a f f a .  S i n c e  c a p i t a l  is s u p p o s e d  to
c o n s i s t  of t h e  s a m e  c o m m o d i t y  a s  t h e  p r o d u c t  of 
a g r i c u l t u r e ,  t h e  r a t e  of p r o f i t s  in t h i s  s e c t o r  is 
d e t e r m i n e d  a s  a r a t i o  b e t w e e n  q u a n t i t i e s  of t h e  s a m e  
p r o d u c t ,  b e i n g  t h e r e f o r e  i n d e p e n d e n t  of t h e  r e l a t i v e

1 I n d i c a t i o n s  l i k e  t h i s  r e f e r  to w o r k s  l i s t e d  in t h e  
B i b 1 i o g r a p h y .



p r i c e s  of c o m m o d i t i e s .  T h e s e  m u s t  b e  a d j u s t e d  so as to 
b r i n g  t h e  p r o f i t  r a t e s  of o t h e r  s e c t o r s  i n t o  e q u a l i t y  
w i t h  t h e  r a t e  of p r o f i t s  of a g r i c u l t u r e  - if t h e r e  is to 
b e  a u n i f o r m  r a t e  of r e t u r n  o n  all e m p l o y m e n t s  of c a p i t a l  
( S r a f f a , 1 9 5 1 a , p . x x x i - i i i ; 1 9 6 0 , p . 93).

T h i s  " c o r n - r a t i o "  i n t e r p r e t a t i o n  is d i s c u s s e d  in
s e c t i o n  4 . 4  b e l o w ,  in r e l a t i o n  to R i c a r d o ’ s t e x t u a l  
a r g u m e n t .  It is f u r t h e r  d i s c u s s e d  in t h e  A p p e n d i x ,  in 
v i e w  of s o m e  c r i t i q u e s  m a d e  b y  H o l l a n d e r
( 1 9 7 3 , 1 9 7 5 , 1 9 7 9 , 1 9 8 3 ) ,  R a n k i n  ( 1 9 8 4 ) ,  P e a c h  ( 1 9 8 4 , 1 9 8 8 )
a n d  F a c a r e l l o  ( 1 9 8 6 ) .

It is n o w  a l m o s t  f o r t y  y e a r s  s i n c e  t h e  C a m b r i d g e  
e d i t i o n  of R i c a r d o ’ s w o r k s  a n d  c o r r e s p o n d e n c e ,  in w h i c h  a 
lot of n e w  e v i d e n c e  on  R i c a r d o ’ s t h o u g h t ,  p a r t i c u l a r l y  
t h e  l e t t e r s  f r o m  M a l t h u s ,  w a s  b r o u g h t  to l i g h t ,  or 
p r o p e r l y  p r e s e n t e d  - t o g e t h e r  w i t h  S r a f f a ’ s c a r e f u l  a n d  
d e t a i l e d  a c c o u n t  of t h e m  ( w i t h  t h e  c o l l a b o r a t i o n  of
M a u r  i ce D o b b ).

In w h a t  f o l l o w s ,  r e f e r e n c e s  to t h i s  e d i t i o n  w i l l
g e n e r a l l y  i n d i c a t e  o n l y  t h e  v o l u m e  a n d  p a g e s ,  e.g.
( I V , 15) r e f e r r i n g  to  vol. IV, p. 15.

In h i s  I n t r o d u c t i o n  to R i c a r d o ’ s Pr i nci p i e s  a n d  in 
e d i t o r i a l  n o t e s ,  S r a f f a  h a s  p r e s e n t e d  a n  i m p o r t a n t  
i n t e r p r e t a t i o n  of t h e  d e v e l o p m e n t  of R i c a r d o ’ s t h e o r i z i n g  
o n  v a l u e  a n d  d i s t r i b u t i o n  - f r o m  t h e  a p p e a r a n c e  of t h e  
" c o r n - r a t i o "  t h e o r y  of p r o f i t s  in t h e  c o r r e s p o n d e n c e ,  
t h r o u g h  t h e  a d o p t i o n  of a t h e o r y  of v a l u e  a n d  t h e  c h a n g e s  
in s u c c e s s i v e  e d i t i o n s  of t h e  P r i n c i p l e s , to d e v e l o p m e n t s  
or d e t a i l s  f o u n d  in u n p u b l i s h e d  m a n u s c r i p t s .  H o w e v e r ,  
S r a f f a  h a s  n o t  o f f e r e d  w h a t  he h i m s e l f  d e s c r i b e s  a s  a 
" p r o p e r  s t u d y "  of t h e  d e v e l o p m e n t  of R i c a r d o ’ s t h o u g h t  
( V I , x x i )  as  f a r  a s  t h i s  c o n c e r n s  t h e  f o r m a t i o n  of 
R i c a r d o ’ s e a r l y  t h e o r y  of p r o f i t s  - f r o m  w h i c h  t h e  
R i c a r d i a n  t h e o r y  of v a l u e  a n d  d i s t r i b u t i o n  d e v e l o p e d .

T u c k e r  ( 1 9 5 4 )  c o n t r i b u t e d  to t h i s  t a s k  b y
i n v e s t i g a t i n g  c o n t e m p o r a r y  h i s t o r i c a l  c i r c u m s t a n c e s  t h a t  
m i g h t  h a v e  " s e t  R i c a r d o  t h i n k i n g  a b o u t  t h e  e f f e c t  of t h e  
a c c u m u l a t i o n  of c a p i t a l  o n  t h e  r a t e  of p r o f i t "  or t h a t



w o u l d  " e v o k e  R i c a r d o ’ s i n t e r e s t  in a t h e o r y  of p r o f i t s "
( p . 3 2 9 , 3 3 1 ) .  K n o w i n g  t h a t  t h e  n e w  t h e o r y  a p p e a r e d  in
R i c a r d o ’ s c o r r e s p o n d e n c e  in A u g u s t  1 8 1 3 ,  T u c k e r  p r o c e e d e d  
b y  " e n q u i r i n g  w h e t h e r  a n  e c o n o m i c  p r o b l e m  of p u b l i c
i n t e r e s t  h a d  a r i s e n ,  p r o b a b l y  a t  s o m e  t i m e  in t h e  f i r s t  
h a l f  of t h e  y e a r  181 3 ,  of a n a t u r e  t h a t  w o u l d  a r o u s e  
i n t e r e s t  in t h e  q u e s t i o n  of t h e  c a u s e s  of c h a n g e s  in t h e  
g e n e r a l  r a t e  of p r o f i t "  ( p . 3 2 8 ) .  H e  t h e n  d i s c u s s e s
d i f f e r e n t  h y p o t h e s e s  i n v o l v i n g  a f e w  p r a c t i c a l  p r o b l e m s  
in w h i c h  R i c a r d o  m i g h t  h a v e  b e e n  i n t e r e s t e d  a t  t h e  t i m e  - 
f o r  i n s t a n c e ,  t h e  1 8 1 3  p r o p o s a l  to P a r l i a m e n t  of n e w  
r e s t r i c t i o n s  on  t h e  i m p o r t a t i o n  of c o r n  - all c a p a b l e  of 
p r o v o k i n g  t h o u g h t s  o n  t h e  e f f e c t  of c a p i t a l  a c c u m u 1 a t  i o n  
u p o n  t h e  r a t e  of p r o f i t s .

N e v e r t h e l e s s ,  T u c k e r  ( 1 9 5 4 )  d i d  n o t  i n q u i r e  w h y  
R i c a r  do s h o u l d  h a v e  a r r i v e d  a t  a n e w  t h e o r y  of p r o f i t s ,  
o n c e  he  h a d  s t a r t e d  t h i n k i n g  a b o u t  a q u e s t i o n  i n v o l v i n g  
p r o f i t  d e t e r m i n a t i o n ;  n o r  d i d  h e  e x p l a i n  w h y  R i c a r d o  
s h o u l d  h a v e  a r r i v e d  a t  t h e  p a r t  i c u 1ar  t h e o r y  of p r o f i t s  
a t  w h i c h  he d i d  h a p p e n  to a r r i v e  a t  t h a t  t i m e ;  n o r  d i d  he 
e x a m i n e  t h e  i n t e l l e c t u a l  o r i g i n s  of t h i s  p a r t i c u l a r  
t h e o r y  of p r o f i t s .  As T u c k e r  h a s  s h o w n ,  M a l t h u s  was, a tI
t h e  s a m e  t i m e ,  t h i n k i n g  a b o u t  t h e  e f f e c t  of r e s t r i c t i o n s  
o n  t h e  i m p o r t a t i o n  of c o r n  ( T u c k e r , 1 9 5 4 , p . 3 3 0 ) ;  a n d  y e t  
h e  d i d  n o t  a r r i v e  a t  a n y  n e w  t h e o r y  of p r o f i t s .  T h e r e  
m u s t  h a v e  b e e n  s o m e t h i n g  s p e c i f i c  in R i c a r d o ’ s t h o u g h t .

In a l a t e r  w o r k  ( 1 9 6 0 )  T u c k e r  p l a c e s  R i c a r d o ’ s
t h e o r y  of p r o f i t s ,  as f o u n d  in t h e  P r i n c i p l e s , in t h e
c o n t e x t  of t h e  d e v e l o p m e n t  f r o m  1 6 5 0  to 1 8 5 0  of B r i t i s h  
e c o n o m i c  t h o u g h t  o n  " p r o g r e s s  a n d  p r o f i t s " ;  b ut, a g a i n ,  
h e  d o e s  n o t  e x a m i n e  t h e  s p e c i f i c  i n t e l l e c t u a l  o r i g i n s  of 
R i c a r d o ’ s " c o r n - r a t i o "  t h e o r y  of p r o f i t s ,  f r o m  w h i c h  t h e  
t h e o r y  in t h e  Pr  in c  i p 1es d e v e l o p e d .  T h i s  r e q u i r e s  a
c o n s i d e r a t i o n  of R i c a r d o ’ s i m m e d i a t e  s o u r c e s .

T h e  g e n e r a l  o b j e c t  of t h e  p r e s e n t  i n v e s t i g a t i o n  h a s  
b e e n  to r e c o n s t r u c t  t h e  f o r m a t i o n  of R i c a r d o ’ s e a r l y  
t h e o r y  of p r o f i t s  as a p e r s o n a l  i n t e l l e c t u a l  p r o c e s s  - 
t h o u g h  r e f e r r i n g  o c c a s i o n a l l y ,  a n d  i n c i d e n t a l l y ,  to
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i m m e d i a t e  h i s t o r i c a l  c i r c u m s t a n c e s .  I h a v e  a t t e m p t e d  to 
t r a c e  in h i s  e a r l y  r e a d i n g s  on P o l i t i c a l  E c o n o m y  t h e  
e s s e n t i a l  ” i n g r e d i e n t s " of t h e  n e w  t h e o r y ,  a n d  at t h e  
s a m e  t i m e  to e s t a b l i s h  h i s  e a r l y  c o n n e c t i o n  w i t h  s u c h  
c o m p o n e n t s  a n d  t h e i r  s o u r c e s .

T h r e e  s o u r c e s ,  a m o n g  R i c a r d o ’ s m o s t  i m p o r t a n t  e a r l y  
r e a d i n g s  (in h i s  o w n  j u d g e m e n t ) ,  s e e m  to h a v e  s u p p l i e d  
h i m  w i t h  a l m o s t  all t h e  e l e m e n t s  of t h e  n e w  t h e o r y  of 
p r o f i t s :  t h e  W e a l t h  of N a t i o n s , t h e  E s s a y  o n  P o p u l a t i o n
a n d  t h e  a r t i c l e  b y  F r a n c i s  H o r n e r  in t h e  E d i n b u r g h  R e v i e w  
of O ct. 1 8 0 4 ,  a b o u t  a b o u n t y  o n  t h e  e x p o r t a t i o n  of c o r n .

It is w e l l - k n o w n  t h a t  R i c a r d o  s t u d i e d  S m i t h ’ s b o o k
w i t h  g r e a t  i n t e r e s t  a n d  a d m i r a t i o n  - h i s  i n t e r e s t  in
P o l i t i c a l  E c o n o m y  h a v i n g  a r i s e n  w h e n  h e  r e a d  t h e  b o o k  a t  
a b o u t  t h e  t u r n  of t h e  century]-

W i t h  r e g a r d  to t h e  E s s a y  o n  P o p u l a t i o n . R i c a r d o  let
u s  k n o w ,  in a l e t t e r  to M a l t h u s  of 2 J a n .  181 6 :
” it is m a n y  y e a r s  s i n c e  I r e a d  it ... T h e  g e n e r a l
i m p r e s s i o n  w h i c h  I r e t a i n  of t h e  b o o k  is e x c e l l e n t .  T h e
d o c t r i n e s  a p p e a r e d  so c l e a r  a n d  so s a t i s f a c t o r i l y  l a i d
d o w n  t h a t  t h e y  e x c i t e d  a n  i n t e r e s t  in m e  i n f e r i o r  o n l y  to
t h a t  p r o d u c e d  b y  A d a m  S m i t h ’ s c e l e b r a t e d  w o r k ” ( V I 1,2)

N o  d o u b t  R i c a r d o  h a d  a l s o  r e a d  H o r n e r ’ s a r t i c l e ,
w i t h  g r e a t  i n t e r e s t  a n d  a d m i r a t i o n ,  in t h o s e  f o r m a t i v e
y e a r s  b e f o r e  h i s  d e b u t  in p r i n t  a s  a p o l i t i c a l  e c o n o m i s t
( 1 8 0 9 ) .  H e  q u o t e s  t h e  a r t i c l e  in t h e  P r i n c i p l e s
( 1 , 3 0 2 - 3 ) ,  s h o w i n g  a p p r e c i a t i o n ;  a n d ,  in a l e t t e r  to 
T r o w e r  of 2 6  Jan. 1818, he r e c o l l e c t s :
” 1 r e m e m b e r  w e l l  t h e  p l e a s u r e  I f e l t ,  w h e n  I f i r s t
d i s c o v e r e d  t h a t  you, as w e l l  as m y s e l f ,  w a s  a g r e a t
a d m i r e r  of t h e  w o r k  of A d a m  S m i t h ,  a n d  of t h e  e a r l y
a r t i c l e s  o n  P o l i t i c a l  E c o n o m y  w h i c h  h a d  a p p e a r e d  in t h e

1 S e e  M o s e s  R i c a r d o ’ s ’’M e m o i r  of D a v i d  R i c a r d o ” a n d  
S r a f f a ’ s ’’A d d e n d a  to t h e  M e m o i r ” , in R i c a r d o ’ s W o r k s , 
v ol. X , p p . 7 , 3 6 .



11

E d i n b u r g h  Review-?- M e e t i n g  as  w e  d i d  e v e r y  day*; t h e s e  
a f f o r d e d  u s  o f t e n  a n  a g r e e a b l e  s u b j e c t  f o r  h a l f  a n  h o u r ’ s 
c h a t ,  w h e n  b u s i n e s s  d i d  n o t  e n g a g e  u s . ” ( V I 1 , 2 4 6 )

As  o n e  m i g h t  p e r h a p s  e x p e c t ,  m o s t  c o m p o n e n t s  of 
R i c a r d o ’ s e a r l y  t h e o r y  of p r o f i t s ,  t o g e t h e r  w i t h  t h e  
g e n e r a l  f r a m e w o r k  w h i c h  c o n n e c t s  t h e m ,  c a n  b e  t r a c e d  to 
t h e  W e a l t h  of N a t i o n s . It is e v i d e n t ,  n e v e r t h e l e s s ,  t h a t
t h e  n e w  t h e o r y  of p r o f i t s  e m b o d i e s  a p o i n t  of v i e w  w h i c h
is v e r y  d i f f e r e n t  f r o m  t h e  S m i t h i a n  ” c o m p e t i t i o n  of 
c a p i t a l s ” v i e w .  L e s s  o b v i o u s  is t h e  f a c t  t h a t  it 
i n c o r p o r a t e s  S m i t h ’ s t h e o r y  of w a g e s ,  as  w i l l  b e  s e e n  in 
d e t a i l  in t h i s  w o r k .

A n  a s p e c t  w h i c h ,  as f a r  as I k n o w ,  h a s  n o t  b e e n
n o t i c e d  in t h e  l i t e r a t u r e  on R i c a r d o ’ s e a r l y  t h e o r y  of 
p r o f i t s  is its c l o s e  s i m i l a r i t y  w i t h  S m i t h ’ s t h e o r y  of 
r e n t . In fac t ,  t h e  l a t t e r  c a n  b e  i m m e d i a t e l y  c o n v e r t e d  
i n t o  t h e  f o r m e r  b y  i n c o r p o r a t i n g  t h e  c o n d i t i o n  t h a t  t h e  
m a r g i n a l  l a n d  p a y s  n o  r e n t ,  a n d  t h u s  t h e  g e n e r a l  r a t e  of
p r o f i t s  ( w h i c h  is t a k e n  as g i v e n  in S m i t h ’ s t h e o r y  of
r e n t )  h a s  to b e c o m e  a n  e n d o g e n o u s  v a r i a b l e  - a s  w i l l  b e  
s e e n  in c h a p t e r  4 b e l o w .

H o w e v e r ,  it w i l l  b e  s h o w n  t h a t  R i c a r d o  a r r i v e d  a t
h i s  t h e o r y  of p r o f i t s  n o t  b y  c o n s i d e r i n g  a n d  c r i t i c i z i n g
S m i t h ’ s t h e o r y  of r e n t ,  n o r  - a s  w o u l d  s e e m  n a t u r a l  - b y
c r i t i c i z i n g  S m i t h ’ s e x p l a n a t i o n  of c h a n g e s  in t h e  g e n e r a l  
r a t e  of p r o f i t s .  R i c a r d o  l o g i c a l l y  d e r i v e d  t h e  n e w  t h e o r y  
a s  a n  i n c i d e n t a l  i m p l i c a t i o n  f r o m  t h e o r e t i c a l  a r g u m e n t s  
w h i c h  p r i m a  f a c i e  h a v e  l i t t l e  to  d o  w i t h  c h a n g e s  in t h e  

* g e n e r a l  r a t e  of p r o f i t s .  H e n c e  t h e  o r i g i n a l i t y  of h i s
t h e o r y .

It w a s  in t h e  c o n t e x t  of M a l t h u s ’ s t h e o r i z i n g  o n  t h e  
l o n g - t e r m  e x p a n s i o n  of f o o d  p r o d u c t i o n  (o n  w h i c h  t h e

1 M o s t  of s u c h  a r t i c l e s  w e r e  w r i t t e n  b y  H o r n e r .  S e e  
F e t t e r  ( 1 9 5 7 ) .
2 A t  t h e  S t o c k  E x c h a n g e ,  in t h e  e a r l y  y e a r s  of t h e  
c e n t u r y  - a c c o r d i n g  to t h e  e d i t o r ’ s n o t e  a b o u t  T r o w e r ,  in 
R i c a r d o ’ s W o r k s , vol. VI, p . x x i i i - v .



g r o w t h  of p o p u l a t i o n  w a s  s u p p o s e d  to d e p e n d ) t h a t  S m i t h ’ s 
t h e o r y  of r e n t ,  t o g e t h e r  w i t h  o t h e r  " i n p u t s " ,  w a s  
c o n v e r t e d  b y  R i c a r d o  i n t o  a n  " a g r i c u l t u r a l ” t h e o r y  of 
p r o f i t s .

R i c a r d o ’s i n t e r e s t  in P o l i t i c a l  E c o n o m y  w a s  a r o u s e d  
a t  a t i m e  ( c . 1 7 9 9 )  w h e n  t h e  r e v i v a l  of a b o u n t y  o n  t h e  
e x p o r t a t i o n  of c o r n  w a s  s o o n  to b e c o m e  a m a t t e r  of 
c o n c e r n  to " p o l i t i c a l  e c o n o m i s t s ” s u c h  as M a l t h u s  a n d  
H o r n e r ,  w h o  w e r e  a l r e a d y  f a m i l i a r  w i t h  S m i t h i a n  P o l i t i c a l  
E c o n o m y .  R i c a r d o  d i d  p r o b a b l y  r e a d  t h e i r  a r g u m e n t s  o n  t h e  
b o u n t y  w i t h  a s t i l l  g r e a t e r  i n t e r e s t ,  as b o t h  w r i t e r s  
w e r e  c r i t i c i z i n g  S m i t h ’ s a n a l y s i s .  T h e i r  c r i t i q u e s  
c e n t r e d  o n  S m i t h ’ s d e n i a l  t h a t  a b o u n t y  o n  e x p o r t a t i o n  
w o u l d  e n c o u r a g e  c u l t i v a t i o n  b y  r a i s i n g  p r o f i t s  o n  t h e  
p r o d u c t i o n  of c o r n .  In c o n s i d e r i n g  S m i t h ’ s a n a l y s i s ,  b o t h  
M a l t h u s  a n d  H o r n e r  h a d  to e x a m i n e  t h e  r e s p o n s e  of 
c a p i t a l i s t  a g r i c u l t u r e  to a n  i n c r e a s e d  d e m a n d  f o r  food.

M o r e  i m p o r t a n t l y ,  t h e  q u e s t i o n  of t h e  p r o f i t a b i l i t y  
of a g r i c u l t u r e  as a c o n d i t i o n  f o r  t h e  i n v e s t m e n t  of 
c a p i t a l  w a s  a l s o  a t  t h e  c e n t r e  of M a l t h u s ’ s e a r l y  
s p e c u l a t i o n  o n  t h e  p o s s i b i l i t i e s  of e x p a n s i o n  of f o o d  
p r o d u c t i o n  v i s - ' a - v i s  t h e  g r o w t h  of p o p u l a t i o n .  T h e s e  
p o s s i b i l i t i e s  w e r e  e x a m i n e d  b y  h i m  e s p e c i a l l y  in 
c o n n e c t i o n  w i t h  t h e  q u e s t i o n  of t h e  i n c r e a s i n g  p o p u l a t i o n  
( s u p p l y  of l a b o u r e r s )  d e m a n d e d  b y  i n c r e a s i n g  c a p i t a l .  
M a l t h u s ’ s t h o u g h t  o n  t h e s e  m a t t e r s  is p r e s e n t e d  in t h e  
e a r l y  e d i t i o n s  of t h e  E s s a y  o n  P o p u l a t i o n , t h o u g h  n o t  
s y s t e m a t i c a l l y .  It is d e s c r i b e d  i n .c h a p t e r  5 b e l o w .

T h e  m a i n  s p e c i f i c  o b j e c t  of t h i s  r e s e a r c h  h a s  b e e n  
to e s t a b l i s h  t h e  r o l e  p l a y e d ,  in t h e  f o r m a t i o n  of 
R i c a r d o ’ s e a r l y  t h e o r y  of p r o f i t s ,  b y  M a l t h u s ’ s e a r l y  
e c o n o m i c  t h o u g h t  o n  t h e  e x p a n s i o n  of f o o d  p r o d u c t i o n .

S i m i l a r l y ,  a n  a t t e m p t  h a s  b e e n  m a d e  to d e t e r m i n e  t h e  
r o l e  p l a y e d  in t h e  s a m e  p r o c e s s  b y  H o r n e r ’ s 1 8 0 4  a r t i c l e  
a b o u t  a b o u n t y  o n  t h e  e x p o r t a t i o n  of c o r n ,  in w h i c h  he 
p r e s e n t s  a t h e o r y  of t h e  e f f e c t  of t h e  d e m a n d  f o r  c o r n  o n  
c u l t i v a t i o n ,  or r a t h e r  a " c o r r e c t i o n "  of S m i t h ’ s t h e o r y .  
T h i s  is c o n s i d e r e d  in c h a p t e r  6.



T h e  d e v e l o p m e n t  of M a l t h u s ’ s t h o u g h t  o n  t h e  e f f e c t  
of t h e  d e m a n d  f o r  c o r n  o n  c u l t i v a t i o n  - w h i c h  w a s  c l e a r l y  
i n f l u e n c e d  b y  H o r n e r ’ s a r t i c l e  - is t r a c e d  in c h a p t e r  7, 
u p  to t h e  t i m e  of t h e  e m e r g e n c e  of R i c a r d o ’ s t h e o r y  of 
p r o f i t s .

C h a p t e r  8 c o l l e c t s  t h e  " i n p u t s "  e x a m i n e d  in p r e v i o u s  
c h a p t e r s  a n d  - c o n s i d e r i n g  s o m e  c i r c u m s t a n c e s  p e r t a i n i n g  
to t h e  p e r i o d  in w h i c h  R i c a r d o ’ s t h e o r y  of p r o f i t s  is 
k n o w n  to h a v e  e m e r g e d ,  f o r  i n s t a n c e ,  t h e  d e v e l o p m e n t  of a 
f r i e n d s h i p  b e t w e e n  R i c a r d o  a n d  M a l t h u s  - it a t t e m p t s  to 
e x p l a i n  t h e  e m e r g e n c e  of t h e  n e w  t h e o r y .

T h e  n e w  t h e o r y  i t s e l f  - t h e  " o u t p u t "  of" t h e  p r o c e s s  
- is e x a m i n e d  in d e t a i l  in c h a p t e r  4.

B e f o r e  t h a t ,  it is n e c e s s a r y  to  c o n s i d e r  S m i t h ’ s 
t h e o r i e s  of w a g e s  a n d  r e n t ,  t h e  b a s i c  " i n p u t s "  i n t o  t h e  
w h o l e  p r o c e s s  of f o r m a t i o n  of R i c a r d o ’s e a r l y  t h e o r y  of 
p r o f i t s .  T h i s  is d o n e  in c h a p t e r s  2 a n d  3.
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C H A P T E R  2
S M I T H ’ S T H E O R Y  O F  W A G E S

T h i s  c h a p t e r  r e v i e w s  t h e  t r e a t m e n t  of w a g e s  in t h e  
W e a l t h  of N a t i o n s , e m p h a s i z i n g  s o m e  a s p e c t s  t h a t  a r e  
p a r t i c u l a r l y  r e l e v a n t  for a n  u n d e r s t a n d i n g  of t h e
f o r m a t i o n  of R i c a r d o ’ s e a r  1y t h e o r y  of p r o f i t s .

S m i t h ’ s w a g e - p o p u 1 a t i o n  m e c h a n i s m ,  w h i c h  d e t e r m i n e s  
t h e  " n a t u r a l "  r a t e  of w a g e s ,  is d e s c r i b e d  in s e c t i o n s  2 . 1  
a n d  2 . 2 ,  o n  t h e  a s s u m p t i o n  t h a t  t h e  w a g e - b a s k e t  c o n s i s t s  
of f o o d .  S e c t i o n  2 . 3  t a k e s  i n t o  a c c o u n t  S m i t h ’ s a l l o w a n c e  
f o r  o t h e r  n e c e s s a r i e s ,  b u t  it is a r g u e d  in s e c t i o n  2 . 4  
t h a t  h i s  t r e a t m e n t  of w a g e s  is g e n e r a l l y  b a s e d  o n  t h e  
c o n c e p t  of t h e  w a g e - b a s k e t  as c o n s i s t i n g  of f o o d .

P a g e  n u m b e r s  in p a r e n t h e s e s  r e f e r  to  t h e  G l a s c o w  
e d i t i o n  of t h e  W e a l t h  of N a t i o n s  ( s e e  B i b l i o g r a p h y ) .

2 . 1 .  T h e  p r i n c i p l e  of p o p u l a t i o n  in a ’’c i v i l i z e d  s o c i e t y ”

" E v e r y  s p e c i e s  of a n i m a l s  n a t u r a l l y  m u l t i p l i e s  in 
p r o p o r t i o n  to t h e  m e a n s  of t h e i r  s u b s i s t e n c e ,  a n d  n o
s p e c i e s  c a n  e v e r  m u l t i p l y  b e y o n d  it. B u t  in c i v i l i z e d  
s o c i e t y  it is o n l y  a m o n g  t h e  i n f e r i o r  r a n k s  of p e o p l e  
t h a t  t h e  s c a n t i n e s s  of s u b s i s t e n c e  c a n  s e t  l i m i t s  to t h e  
f u r t h e r  m u l t i p l i c a t i o n  of t h e  h u m a n  s p e c i e s ;  a n d  it c a n  
d o  so  in n o  o t h e r  w a y  t h a n  b y  d e s t r o y i n g  a g r e a t  p a r t  of 
t h e  c h i l d r e n  w h i c h  t h e i r  f r u i t f u l  m a r r i a g e s
p r o d u c e . ’’ ( p . 9 7 - 8 )

In a ’’c i v i l i z e d  s o c i e t y ” , t h i s  s u b - s p e c i e s  of
h u m a n s ,  t h e  " i n f e r i o r  r a n k s  of p e o p l e ” - t h a t  is to say, 
t h e  ” r a c e ” of w o r k m e n  ( p . 85) - e x c h a n g e  t h e i r  l a b o u r  f o r  
’’w a g e s ” , ” in o r d e r  to o b t a i n  f o o d ” (p. 1 8 1 ) .  A n d  e v e r y
w o r k m a n  is s u p p o s e d  to ’’m a r r y ” a n d  to s u p p o r t  h i s  o w n  
o f f s p r i n g  a s  b e s t  he c a n ;  ’’t h e  l a b o u r  of t h e  w i f e ,  o n  
a c c o u n t  of h e r  n e c e s s a r y  a t t e n d a n c e  o n  t h e  c h i l d r e n ,  
b e i n g  s u p p o s e d  n o  m o r e  t h a n  s u f f i c i e n t  to p r o v i d e  f o r
h e r s e l f "  ( p . 8 5).



T h e  r a t e  of g r o w t h  of t h e  w o r k - f o r c e ,  c o n s i d e r e d  a s  
a s t e a d y  g r o w t h  in t h e  l o n g  run, is s u p p o s e d  to d e p e n d  o n  
t h e  " p r o p o r t i o n  of t h e i r  c h i l d r e n  [ t h a t ]  a r r i v e ,  a t
m a t u r i t y "  ( p . 9 7 ) .

T h i s  p r o p o r t i o n  is in t u r n  s u p p o s e d  to d e p e n d
e s s e n t i a l l y  o n  t h e  q u a n t i t y  of f o o d  a v a i l a b l e  to t h e  
l a b o u r e r  a n d  h i s  f a m i l y  o n  a r e g u l a r  b a s i s ;  so t h a t  t h e  
s c a n t i n e s s  of f o o d  d e s t r o y s  a g r e a t e r  p a r  t of t h e
c h i l d r e n  b o r n  t h e  s m a l l e r  t h e  q u a n t i t y  of f o o d  a v a i l a b l e .

B u t  t h e  q u a n t i t y  of f o o d  c o n s u m e d  b y  t h e  l a b o u r e r  
a n d  h i s  c h i l d r e n  is a s s u m e d  to d e p e n d  o n  t h e  q u a n t i t y  
t h a t  h i s  l a b o u r  c a n  p u r c h a s e ,  i.e. o n  t h e  m a l e  w a g e  r a t e  
in t e r m s  of f o o d .

T h e r e f o r e ,  in t h e  l o n g  run, t h e  r a t e  of i n c r e a s e  of 
t h e  w o r k - f o r c e  d e p e n d s  o n  t h e  w a g e  r a t e  in t e r m s  of f o o d
- w h i c h  m a y  b e  e x p r e s s e d  a s  a f u n c t i o n :

N S = f ( w  ) I

* swhere N  is the annual rate of growth of the supply of 
labourers; w  is the wage rate in terms of food (per 
man -ye ar of labour); and f is an increasing function.

S m i t h  p i n - p o i n t s  a c e r t a i n  l e v e l  of t h e  w a g e  r a t e
w h i c h  w o u l d  j u s t  e n a b l e  t h e  l a b o u r e r  to  b u y  t h e  n e c e s s a r y  
q u a n t i t y  of f o o d  - as  d e t e r m i n e d  b y  h u m a n  n a t u r e  - to
s u p p o r t  h i m s e l f  a n d  to b r i n g  u p  s u c h  n u m b e r  of c h i l d r e n
a s  is r e q u i r e d ,  o n  a v e r a g e ,  to k e e p  u p  t h e  l a b o u r i n g
p o p u l a t i o n  in t h e  l o n g  run. If t h e  w a g e  r a t e  ( i n  t e r m s  of 
f o o d )  is h i g h e r  or l o w e r  t h a n  t h i s  le v e l ,  t h e  s u p p l y  of 
l a b o u r e r s  w i l l  b e  i n c r e a s i n g  or d i m i n i s h i n g  ( p . 8 5 - 6 ) .

H e  d e s c r i b e s  t h i s  p a r t i c u l a r  l e v e l  of t h e  w a g e  r a t e  
a s  t h e  l o w e s t  r a t e  t h a t  c a n  p r e v a i l  in t h e  l o n g  r u n  -
b e i n g  t h e  " l o w e s t  r a t e  w h i c h  is c o n s i s t e n t  w i t h  c o m m o n
h u m a n i t y "  ( p . 9 1 )  - s i n c e  t h e  r a c e  of l a b o u r e r s  w o u l d  b e
e x t i n g u i s h e d  if t h e  w a g e  r a t e  r e m a i n e d  b e l o w  s u c h  l e v e l .  
It w i l l  a c c o r d i n g l y  b e  c a l l e d  h e r e  t h e  " m i n i m u m ” l e v e l .

T h i s  l o n g - r u n  m i n i  m u m  is, of c o u r s e ,  g r e a t e r  t h a n
t h e  d a i l y  m i n i m u m ,  " t h e  b a r e  s u b s i s t e n c e  of t h e  l a b o u r e r



[ h i m s e l f ] .  T h e  w o r k m a n  m u s t  a l w a y s  h a v e  b e e n  f e d  in s o m e  
w a y  or o t h e r  w h i l e  he w a s  a b o u t  t h e  w o r k "  ( p . 1 1 3 ) .

A n y  r a t e  of w a g e s  t h a t  is s u p p o s e d  to p r e v a i l  in t h e  
l o n g  r u n  - e v e n  if it h a p p e n s  to be g r e a t e r  t h a n  t h e
" m i n i m u m "  r a t e  - is m a d e  i n t o  a " s u b s i s t e n c e  l e v e l "  b y
t h e  p r i n c i p l e  of p o p u l a t i o n  as  f o r m u l a t e d  b y  S m i t h  a n d
e x p r e s s e d  b y  f u n c t i o n  I. A c c o r d i n g  to S m i t h ’ s
f o r m u l a t i o n ,  t h e  l a b o u r e r  a n d  h i s  c h i l d r e n  w i l l  n e v e r  b e  
a b l e ,  in t h e  l o n g  run, to c o n s u m e  a n y t h i n g  m o r e  t h a n  is
r e q u i r e d  f o r  t h e i r  s u b s i s t e n c e .  M a r r i a g e s  a m o n g  l a b o u r e r s  
a r e  so " f r u i t f u l "  v i s - ' a - v i s  t h e  q u a n t i t y  of f o o d  w h i c h  
t h e  l a b o u r e r ’ s w a g e s  c a n  e v e r  p u r c h a s e ,  t h a t  t h e s e  w a g e s  
c a n  n e v e r  be, f o r  a l o n g  p e r i o d  of t i m e ,  m o r e  t h a n
s u f f i c i e n t  f o r  t h e  l a b o u r e r  to m a i n t a i n  h i m s e l f  a n d  to
b r i n g  u p  a n u m b e r  of h i s  c h i l d r e n  - w h e t h e r  t h i s  n u m b e r
b e  j u s t  s u f f i c i e n t  to k e e p  u p  t h e  w o r k - f o r c e ,  or b e
g r e a t e r  t h a n  t h a t .  T h e r e  is a l w a y s  a n  e x c e s s i v e  n u m b e r  of
b i r t h s ,  so t h a t  " t h e  s c a n t i n e s s  of s u b s i s t e n c e  ... s e t
l i m i t s  to t h e  f u r t h e r  m u l t i p l i c a t i o n  [of l a b o u r e r s ] . . .  b y  
d e s t r o y i n g  a g r e a t  p a r t  of t h e  c h i l d r e n  w h i c h  t h e i r
f r u i t f u l  m a r r i a g e s  p r o d u c e "  ( p . 9 7 - 8 ) .

A p p a r e n t l y  d e s c r i b i n g  e v e n t s  t h a t  t o o k  p l a c e  a r o u n d  
him, or a t  l e a s t  i n c l u d i n g  t h e m  in a s t a t e m e n t  of
c o n d i t i o n s  t h a t  p r e v a i l e d  a c r o s s  t h e  w o r l d ,  S m i t h
a s s e r t s :
" I n  s o m e  p l a c e s  o n e  h a l f  t h e  c h i l d r e n  b o r n  d i e  b e f o r e
t h e y  a r e  f o u r  y e a r s  of a g e ;  in m a n y  p l a c e s  b e f o r e  t h e y
a r e  s e v e n ;  a n d  in a l m o s t  all p l a c e s  b e f o r e  t h e y  a r e  n i n e  
or ten. T h i s  g r e a t  m o r t a l i t y ,  h o w e v e r ,  w i l l  e v e r y  w h e r e  
b e  f o u n d  c h i e f l y  a m o n g  t h e  c h i l d r e n  of t h e  c o m m o n  p e o p l e "  
( p . 97)

2 .2. T h e  w a g e - p o p u 1 a t i o n  m e c h a n i s m  - t h e  w a g e - b a s k e t
c o n s i s t i n g  of f o o d

T h e  d e m a n d  f o r  l a b o u r e r s  is s u p p o s e d  to i n c r e a s e  in 
p r o p o r t i o n  to t h e  i n c r e a s e  of t h e  p r o d u c t i v e  " s t o c k "  or 
c a p i t a l  of s o c i e t y ,  i.e. t h a t  c a p i t a l  w h i c h  is e m p l o y e d



in p r o d u c t i o n ,  b y  e m p l o y i n g  l a b o u r e r s .
"If t h i s  d e m a n d  [ f o r  l a b o u r e r s ]  is c o n t i n u a l l y  
i n c r e a s i n g ,  t h e  r e w a r d  of l a b o u r  m u s t  n e c e s s a r i l y
e n c o u r a g e  in s u c h  a m a n n e r  the m a r r i a g e  a n d
m u l t i p l i c a t i o n  of l a b o u r e r s ,  as m a y  e n a b l e  t h e m  to s u p p l y  
t h a t  c o n t i n u a l l y  i n c r e a s i n g  d e m a n d  by a c o n t i n u a l l y  
i n c r e a s i n g  p o p u l a t i o n .  If t h e  r e w a r d  s h o u l d  a t  a n y  t i m e
b e  l ess t h a n  w h a t  w a s  r e q u i s i t e  f o r  t h i s  p u r p o s e ,  t h e  
d e f i c i e n c y  of h a n d s  w o u l d  s o o n  r a i s e  it; a n d  if it s h o u l d  
a t  a n y  t i m e  be m o r e ,  t h e i r  e x c e s s i v e  m u  1t i p 1 i c a t i o n  w o u l d  
s o o n  l o w e r  it to t h i s  n e c e s s a r y  r a t e  [ t h e  " n a t u r a l ” r a t e  
( p . 8 0 ) ] . . .  to t h a t  p r o p e r  r a t e  w h i c h  t h e  c i r c u m s t a n c e s  of 
t h e  s o c i e t y  r e q u i r e d  [ i . e .  " a c c o r d i n g  as t h e  i n c r e a s i n g ,  
d i m i n i s h i n g ,  or s t a t i o n a r y  d e m a n d  of t h e  s o c i e t y  m a y  
h a p p e n  to r e q u i r e "  ( p . 9 8 ) ] .  It is in t h i s  m a n n e r  t h a t  t h e  
d e m a n d  f o r  men, l i k e  t h a t  f o r  a n y  o t h e r  c o m m o d i t y ,  
n e c e s s a r i l y  r e g u l a t e s  t h e  p r o d u c t i o n  of m e n ;  q u i c k e n s  it 
w h e n  it g o e s  o n  t o o  s l o w l y ,  a n d  s t o p s  it w h e n  it a d v a n c e s  
t o o  f a s t . "  ( p . 98)

T h i s  a r g u m e n t  c o n s i d e r s  t h e  s u p p l y  of l a b o u r e r s  to 
b e  p e r f e c t l y  e l a s t i c  in t h e  l o n g - r u n ,  w h a t e v e r  t h e  r a t e  
of i n c r e a s e  of d e m a n d .  T h i s  f o l l o w s  f r o m  t h e  a s s u m p t i o n  
t h a t  m a r r i a g e s  a m o n g  l a b o u r e r s  a r e  so " f r u i t f u l "  t h a t  
t h e i r  p o t e n t i a l  r a t e  of m u l t i p l i c a t i o n  is g r e a t e r  t h a n  
t h e  r a t e s  a t  w h i c h  c a p i t a l  e v e r  m u l t i p l i e s .  T h e  a c t u a l  
r a t e  of g r o w t h  of t h e  s u p p l y  of l a b o u r e r s  is a l w a y s  k e p t  
d o w n  to t h e  r a t e  of i n c r e a s e  of d e m a n d ,  v i a  t h e  q u a n t i t y  
of f o o d  t h a t  t h e  l a b o u r e r ’ s w a g e s  c a n  p u r c h a s e .

T h e  l a b o u r  m a r k e t  is s u p p o s e d  to d e t e r m i n e  s u c h  r a t e  
of w a g e s  as b r i n g s  t h e  r a t e  of g r o w t h  of t h e  s u p p l y  of 
l a b o u r e r s  i n t o  e q u a l i t y  w i t h  s o m e  g i v e n  r a t e  of i n c r e a s e  
of t h e  d e m a n d  f o r  l a b o u r e r s .  D e n o t i n g  t h e  l a t t e r  b y  N 
t h i s  c o n d i t i o n  of e q u i l i b r i u m  in t h e  l a b o u r  m a r k e t  m a y  b e  
e x p r e s s e d  a s :

w h e n c e ,  in v i e w  of e q u a t i o n  I, f(w) = N .



T h e r e f o r e ,  t h e  e q u i l i b r i u m  or ’’n a t u r a l ” r a t e  of 
w a g e s  is d e t e r m i n e d  as  a n  i n c r e a s i n g  f u n c t i o n  of t h e  r a t e  
of g r o w t h  of t h e  d e m a n d  f o r  l a b o u r e r s :

W N  = f - 1  ( N d ) I I I

In t h e  l o n g - r u n ,  t h e  l a b o u r  m a r k e t  f i x e s  t h e  m o n e y  
w a g e  r a t e  a t  t h e  r i g h t  p r o p o r t i o n  r e l a t i v e  to t h e  p r i c e  
of f o o d  - t h e  r i g h t  p r o p o r t i o n  b e i n g  t h e  n a t u r a l  v a l u e  of 
l a b o u r  in t e r m s  of f o o d ,  as d e t e r m i n e d  a c c o r d i n g  to  
e q u a t  i o n  III.

G i v e n  JN , t h e  m o n e y  p r i c e  of l a b o u r  d e p e n d s  o n  t h e  
m o n e y  p r i c e  of f o o d .  As S m i t h  d e s c r i b e s  it:
’’T h e  d e m a n d  f o r  l a b o u r ,  a c c o r d i n g  as it h a p p e n s  to b e  
e i t h e r  i n c r e a s i n g ,  s t a t i o n a r y ,  or d e c l i n i n g ;  or to
r e q u i r e  a n  i n c r e a s i n g ,  s t a t i o n a r y ,  or d e c l i n i n g
p o p u l a t i o n ,  r e g u l a t e s  t h e  s u b s i s t e n c e  of t h e  l a b o u r e r ,  
a n d  d e t e r m i n e s  in w h a t  d e g r e e  it s h a l l  be, e i t h e r  
l i b e r a l ,  m o d e r a t e ,  or s c a n t y .  T h e  o r d i n a r y  or a v e r a g e  
p r i c e  of p r o v i s i o n s  d e t e r m i n e s  t h e  q u a n t i t y  of m o n e y
w h i c h  m u s t  b e  p a i d  to t h e  w o r k m a n  in o r d e r  to e n a b l e  h i m ,
o n e  y e a r  w i t h  a n o t h e r ,  to p u r c h a s e  t h i s  l i b e r a l ,
m o d e r a t e ,  or s c a n t y  s u b s i s t e n c e . ” ( p . 8 6 4 )
T h i s  m a y  b e  e x p r e s s e d  t h u s :

w  =  w N  I V

w h e r e  W 1 is t h e  r a t e  of w a g e s  in t e r m s  of m o n e y  ( p e r
m a n - y e a r  of l a b o u r ) ;  p* t h e  m o n e y  p r i c e  of f o o d ;  a n d wa  N
is g i v e n  b y  e q u a t i o n  III.

T h i s  e q u i l i b r i u m  c o n d i t i o n  m u s t  be  d i s t i n g u i s h e d
f r o m  t h e  i d e n t i t y  W* = wp* or W = W ' / p 1 . T h e  w a g e  r a t ea  a
in t e r m s  of f o o d  is t h e  s a m e  t h i n g  a s  t h e  m o n e y  w a g e  r a t e
d i v i d e d  b y  t h e  m o n e y  p r i c e  of f o o d .
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2 . 3 .  I n c l u s i o n  of o t h e r  n e c e s s a r i e s  b e s i d e s  f o o d

" B y  n e c e s s a r i e s  I u n d e r s t a n d ,  n o t  o n l y  t h e  c o m m o d i t i e s  
w h i c h  a r e  [ r e n d e r e d  b y  n a t u r e ]  i n d i s p e n s a b l y  n e c e s s a r y  
f o r  t h e  s u p p o r t  of life, b u t  w h a t e v e r  t h e  c u s t o m  of t h e  
c o u n t r y  r e n d e r s  it i n d e c e n t  f o r  c r e d i t a b l e  p e o p l e ,  e v e n  
of t h e  l o w e s t  o r d e r ,  to b e  w i t h o u t . "  ( p . 8 6 9 - 7 0 )

In G r e a t  B r i t a i n ,  f o r  i n s t a n c e ,  a " l i n e n  s h i r t "  h a s  
b e c o m e  n e c e s s a r y  f o r  t h e  l a b o u r e r s ;  a l s o  " l e a t h e r  s h o e s "  
f o r  m e n  a n d  w o m e n  in E n g l a n d ,  a n d  f o r  m e n  in S c o t l a n d  
( p . 8 7 0 ) .

A v a r i a b l e  b a s k e t  of " n e c e s s a r i e s "  n o w  r e p l a c e s  a 
v a r i a b l e  q u a n t i t y  of " f o o d "  in S m i t h ’ s t h e o r i e s  of 
p o p u l a t i o n  a n d  w a g e s .

L i k e  t h e  q u a n t i t y  of f o o d ,  t h e  i n d i s p e n s a b l e  b a s k e t  
v a r i e s  - as to t h e  q u a l i t i e s  a n d  q u a n t i t i e s  of its 
c o m p o n e n t s  - a c c o r d i n g  to t h e  r e q u i r e d  r a t e  of i n c r e a s e  
of t h e  s u p p l y  of l a b o u r e r s .

T h e  " o r d i n a r y "  or a v e r a g e  p r i c e  of t h e  n e c e s s a r y  
b a s k e t  r e g u l a t e s  t h e  m o n e y  w a g e  r a t e :
" t h e  w a g e s  of l a b o u r  a r e  e v e r y  w h e r e  r e g u l a t e d  [ " i n  t h e  
l o n g - r u n " ]  p a r t l y  b y  t h e  d e m a n d  f o r  it, a n d  p a r t l y  b y  t h e  
a v e r a g e  p r i c e  of t h e  n e c e s s a r y  a r t i c l e s  of s u b s i s t e n c e ;  
w h a t e v e r  r a i s e s  t h i s  a v e r a g e  p r i c e  m u s t  n e c e s s a r i l y  r a i s e  
t h o s e  w a g e s ,  s o  t h a t  t h e  l a b o u r e r  m a y  s t i l l  b e  a b l e  to 
p u r c h a s e  t h a t  q u a n t i t y  of t h o s e  n e c e s s a r y  a r t i c l e s  w h i c h  
t h e  s t a t e  of t h e  d e m a n d  f o r  l a b o u r ,  w h e t h e r  i n c r e a s i n g ,  
s t a t i o n a r y ,  or d e c l i n i n g ,  r e q u i r e s  t h a t  he s h o u l d  h a v e . "  
( p . 8 7 1 )
" A n y  r i s e  in t h e  a v e r a g e  p r i c e  of n e c e s s a r i e s ,  u n l e s s  it 
is c o m p e n s a t e d  b y  a p r o p o r t i o n a t e  r i s e  in t h e  w a g e s  of 
l a b o u r ,  m u s t  n e c e s s a r i l y  d i m i n i s h  m o r e  o r  l ess t h e  
a b i l i t y  of t h e  p o o r  to b r i n g  u p  n u m e r o u s  f a m i l i e s ,  a n d  
c o n s e q u e n t l y  to s u p p l y  t h e  d e m a n d  f o r  u s e f u l  l a b o u r . "  
( p . 8 7 3 )



2 . 4 .  T h e  l a b o u r e r ’ s b u d g e t ,  or t h e  c o m p o s i t i o n  of t h e  
w a g e - b a s k e t

S m i t h ’s t h e o r i e s  of p o p u l a t i o n  a n d  w a g e s  a r e  
i n t e n d e d  to a p p l y  to " a l l  t h e  d i f f e r e n t  c o u n t r i e s  of t h e  
w o r l d "  ( p . 98). H e  in f a c t  a p p l i e s  it to A m e r i c a  ( r a p i d l y  
i n c r e a s i n g  d e m a n d  f o r  l a b o u r e r s ,  h i g h  w a g e s ,  r a p i d l y  
i n c r e a s i n g  p o p u l a t i o n ) ;  E u r o p e ,  p a r t i c u l a r l y  G r e a t
B r i t a i n  ( s l o w l y  i n c r e a s i n g  d e m a n d  f o r  l a b o u r e r s ,  w a g e s  
m o d e r a t e l y  a b o v e  t h e  m i n i m u m  l e v e l ,  s l o w l y  i n c r e a s i n g  
p o p u l a t i o n ) ;  C h i n a  ( s t a t i o n a r y  d e m a n d  f o r  l a b o u r ,  w a g e s  
a t  t h e  m i n i m u m ,  s t a t i o n a r y  p o p u l a t i o n ) ;  a n d  B e n g a l
( d e c r e a s i n g  d e m a n d  fo r  l a b o u r ,  w a g e s  b e l o w  t h e  m i n i m u m ,  
d e c l i n i n g  p o p u l a t i o n ) .

In a p p l y i n g  h i s  t h e o r i e s  to E u r o p e a n  n a t i o n s ,  S m i t h  
s u b s t i t u t e s  " c o r n "  f o r  " f o o d " ,  s i n c e  c o r n  is in E u r o p e  
" t h e  f o o d  of t h e  c o m m o n  p e o p l e "  ( p . 9 3 )  or " t h e
s u b s i s t e n c e  of t h e  l a b o u r e r "  ( p . 53).

H e  a l l o w s  t h a t ,  a t  s o m e  t i m e s  a n d  p l a c e s ,  w a g e s  m a y
b e  " c o n s i d e r a b l y "  a b o v e  t h e  m i n i m u m  lev e l  ( p . 8 6). T h i s  
p o s s i b i l i t y  a p p e a r s  e s p e c i a l l y  w i t h  r e f e r e n c e  to t h e  c a s e  
of c o n t e m p o r a r y  B r i t a i n ,  w h e r e  t h e  " r e a l  r e c o m p e n c e  of
l a b o u r " ,  i.e. " t h e  r eal q u a n t i t y  of t h e  n e c e s s a r i e s  a n d
c o n v e n i e n c e s  of l i f e  w h i c h  it c a n  p r o c u r e  to t h e
l a b o u r e r " ,  h a d  b e c o m e  m o r e  t h a n  t h e  m i n i m u m  q u a n t i t y  of
f o o d  ( p . 9 1 - 5 ) .  T h e  c o n s u m p t i o n  b a s k e t  of t h e  " l a b o u r i n g
p o o r "  is i n c i d e n t a l l y  d e s c r i b e d  a s  i n c l u d i n g
" m a n u f a c t u r e d  c o m m o d i t i e s "  (as d i s t i n g u i s h e d  f r o m  r a w
p r o d u c e  of l a n d )  s u c h  as l e a t h e r  ( f o r  s h o e s ) ,  c o a r s e  
" l i n e n  a n d  w o o l l e n  c l o t h " ,  s o a p  ( i n  c o n n e c t i o n  w i t h  t h e
u s e  of l i n e n )  - t h e s e  c o m m o d i t i e s  h a v i n g  b e c o m e
" n e c e s s a r i e s "  f o r  t h e  B r i t i s h  l a b o u r e r s .  T h e y  h a d  c o m e  to 
c o n s u m e  e v e n  " c o n v e n i e n c e s  of l i f e "  or " l u x u r i e s " ,  s u c h
a s  b e e r  a n d  a l e ,  " s p i r i t u o u s  l i q u o r s " ,  t o b a c c o ,  tea,
s u g a r ,  " b u t c h e r s  m e a t " ,  a n d  " a g r e e a b l e  a n d  c o n v e n i e n t  
p i e c e s  of h o u s h o l d  f u r n i t u r e "  m a d e  of t h e  " c o a r s e r
m e t a l s "  (p . 9 6 , 2 5 9 - 6 0 , 8 6 9 - 7 6 ) .

B u t  t h i s  n i c e  a n d  t i d y  p i c t u r e  m u s t  b e  s e e n  in t h e



c o n t e x t  of t h e  w h o l e  s c e n e .
E v e n  w h e n  t a l k i n g  of c o n t e m p o r a r y  B r i t a i n ,  S m i t h  

o f t e n  r e f e r s  to t h e  l a b o u r i n g  p o p u l a t i o n  as t h e  
" l a b o u r i n g  p o o r "  or s i m p l y  t h e  " p o o r " .  T h e i r  l i n e n  
c l o t h e s  a n d  w o o l l e n s  a r e  i n v a r i a b l y  " c o a r s e " .  T h e  
" i n d u l g e n c e "  b y  t h e  p o o r  ( p a r t i c u l a r l y  " t h e  d i s s o l u t e  a n d  
d i s o r d e r l y " )  in t h e  c o n s u m p t i o n  of " l u x u r i e s " ,  i.e. 
n o n - n e c e s s a r i e s ,  b r i n g s  d i s t r e s s  u p o n  t h e i r  f a m i l i e s ,  
d i m i n i s h i n g  t h e i r  " a b i l i t y  to b r i n g  u p  f a m i l i e s " ,  " t h e i r  
c h i l d r e n  g e n e r a l l y  p e r i s h i n g  f r o m  n e g l e c t ,  m i s m a n a g e m e n t ,
a n d  t h e  s c a n t i n e s s  or u n w h o l e s o m e n e s s  of t h e i r  f o o d "
( p . 8 7 2 ) .  W h a t  i n c r e a s e s  c o n s i d e r a b l y  in t h e  w a g e - b a s k e t  -
a t  l e a s t  in t h a t  of t h e  " s o b e r  a n d  i n d u s t r i o u s  p o o r " ,  w h o
b r i n g  u p  m o s t  of t h e  " u s e f u l "  l a b o u r e r s  ( p . 8 7 2 )  - is
s t i l l  t h e  q u a n t i t y  of f o o d ,  a c c o r d i n g  to t h e  n u m b e r  of 
c h i l d r e n  t h a t  a r e  r e q u i r e d  to a r r i v e  in a u s e f u l  s t a t e  a t  
t h e  l a b o u r  m a r k e t .

W h a t  t h e  l a b o u r e r s  a r e  s u p p o s e d  to d o  w i t h  a
" l i b e r a l  r e w a r d "  f o r  t h e i r  l a b o u r  is " t o  p r o v i d e  b e t t e r  
f o r  t h e i r  c h i l d r e n ,  a n d  c o n s e q u e n t l y  to b r i n g  u p  a
g r e a t e r  n u m b e r "  ( p . 98) - w h i c h  e s s e n t i a l l y  m e a n s  to f e e d
t h e m  b e t t e r  - a n d  n o t  to d i v e r s i f y  t h e i r  c o n s u m p t i o n ,  b y  
p u r c h a s i n g  m o r e  of o t h e r  " n e c e s s a r i e s  a n d  c o n v e n i e n c e s  of 
l i f e " ,  b e s i d e s  m o r e  f o o d ;  n o r  to " i n d u l g e "  in t h e  
c o n s u m p t i o n  of " l u x u r i e s " .  T h e r e  is a l w a y s  a " s c a n t i n e s s  
of s u b s i s t e n c e "  r e l a t i v e  to t h e  n u m b e r  of b i r t h s  p e r
m a r r i a g e ,  so t h a t  t h e r e  is n e v e r  m u c h  r o o m  l e f t  in t h e
l a b o u r e r ’ s b u d g e t  f o r  l e s s e r  n e c e s s a r i e s  s u c h  a s  
" c l o a t h i n g  a n d  l o d g i n g " ,  n o r  is t h e r e  a n y  r o o m  f o r
" c o n v e n i e n c e s  of l i f e "  or " l u x u r i e s "  - e v e n  if t h e  
" n a t u r a l "  r a t e  of w a g e s  h a p p e n s  to  be h i g h  a b o v e  t h e
m i ni m u m  1 e v e  1.

In o n e  i m p o r t a n t  d e s c r i p t i o n  of t h e  g e n e r a l  s t a t e  of 
t h i n g s  - a s  if he w e r e  s e t t i n g  t h e  s c e n e r y  a n d  c o s t u m e  
f o r  t h e  d r a m a  - t h e  " c l o a t h i n g  a n d  l o d g i n g "  of t h e  p o o r  
a r e  " t h e  h o v e l  a n d  t h e  f e w  r a g s " .  T h e  p o o r  a r e  a l w a y s
w i l l i n g  to " e x e r t  t h e m s e l v e s "  in o r d e r  to o b t a i n  f o o d ,  
a n d  t h e i r  c o m p e t i t i o n  f o r  w o r k  m a y  i m p l y  t h a t  t h e y  d o  n o t
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e a r n  t h e  " c o m m a n d "  or p o w e r  of p u r c h a s i n g  m o r e  t h i n g s  
t h a n  t h e  f o o d  w h i c h  t h e y  m u s t  c o n s u m e  - t h i n g s  l i k e
" c l o a t h i n g  a n d  l o d g i n g ,  h o u s h o l d  f u r n i t u r e ,  a n d  w h a t  is
c a l l e d  E q u i p a g e ” b e i n g  l e f t  f o r  t h e  " r i c h ” ( p . 1 8 0 - 1 ) .

O n  t h e  w h o l e ,  S m i t h  o b v i o u s l y  h i g h l i g h t s  f o o d  in t h e  
c o n s u m p t i o n  of t h e  l a b o u r e r  - f o o d  b e i n g  t h e  u n i v e r s a l
n e c e s s i t y  of a n i m a l  l i fe, a n d  c o n s t i t u t i n g  a t  all t i m e s  
a n d  p l a c e s  t h e  m o s t  i m p o r t a n t  p a r t ,  s o m e t i m e s  t h e  w h o l e ,  
of t h e  l a b o u r e r ’ s e x p e n s e s .  O t h e r  " n e c e s s a r i e s  a n d
c o n v e n i e n c e s  of l i f e "  a r e  g e n e r a l l y  k e p t  in t h e
b a c k g r o u n d ,  b e i n g  m i n i m i z e d  a l m o s t  to t h e  p o i n t  of 
d i s a p p e a r a n c e ,  or a b s t r a c t e d  a l t o g e t h e r .

In m o s t  of S m i t h ’ s t r e a t m e n t  of p o p u l a t i o n ,  it is o n  
t h e  a v a i l a b l e  q u a n t i t y  of f o o d  t h a t  t h e  m u l t i p l i c a t i o n  of 
l a b o u r e r s  d e p e n d s .  In s t a t i n g  t h a t  " m e n ,  l i k e  all o t h e r  
a n i m a l s ,  n a t u r a l l y  m u l t i p l y  in p r o p o r t i o n  to t h e  m e a n s  of 
t h e i r  s u b s i s t e n c e ” , it is m e a n t  t h a t  t h e  m e a n s  of
s u b s i s t e n c e  c o n s i s t  e s s e n t i a l l y  of f o o d  ( p . 1 6 2 ) .  T h i s  is 
e x p l a i n e d  e l s e w h e r e  t h u s :
" A f t e r  f o o d ,  c l o a t h i n g  a n d  l o d g i n g  a r e  t h e  t w o  g r e a t  
w a n t s  of m a n k i n d .  . . . C o u n t r i e s  a r e  p o p u l o u s ,  n o t  in 
p r o p o r t i o n  to t h e  n u m b e r  of p e o p l e  w h o m  t h e i r  p r o d u c e  c a n  
c l o a t h  a n d  l o d g e ,  b u t  in p r o p o r t i o n  to t h a t  of t h o s e  w h o m  
it c a n  f e e d .  W h e n  f o o d  is p r o v i d e d ,  it is e a s y  to f i n d  
t h e  n e c e s s a r y  c l o a t h i n g  a n d  l o d g i n g . ” ( p . 1 7 8 , 1 8 0 )
A g a i n :
" T h e  n u m b e r  of w o r k m e n  i n c r e a s e s  w i t h  t h e  i n c r e a s i n g
q u a n t i t y  of f o o d . "  ( p . 1 81)

A l s o  a t  t h e  " m i c r o "  level of t h e  w o r k m a n  a n d  h i s  
f a m i l y ,  t h e i r  m u l t i p l i c a t i o n  is s u p p o s e d  to d e p e n d  o n  t h e  
q u a n t i t y  of f o o d  w h i c h  t h e y  c o n s u m e .

A c c o r d i n g l y ,  t h e  l a b o u r  m a r k e t  is s u p p o s e d  to f i x  
t h e  r a t e  of w a g e s  at t h a t  level in t e r m s  of f o o d  w h i c h  
e n a b l e s  t h e  w o r k m a n  to p u r c h a s e  t h e  q u a n t i t y  of f o o d  t h a t  
c o r r e s p o n d s  to a r e q u i r e d  r a t e  of i n c r e a s e  of t h e  s u p p l y  
o f 1a b o u r  e r s .

B y  f i x i n g  t h e  v a l u e  of l a b o u r  in t e r m s  of f o o d ,  t h e
w a g e - p o p u 1 a t i o n  m e c h a n i s m  i p s o  f a c t o  d e t e r m i n e s  t h e  v a l u e
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of f o o d  in t e r m s  of l a b o u r .  S m i t h  g e n e r a l l y  c o n s i d e r s  
t h i s  q u a n t i t y  of l a b o u r  w h i c h  a s t o c k  of f o o d  " c o m m a n d s ” 
or c a n  p u r c h a s e  as b e i n g  e q u a 1 to t h e  q u a n t i t y  of l a b o u r  
w h i c h  it c a n  m a i n t a i n ,  a t  a g i v e n  q u a n t i t y  p e r  l a b o u r e r .  
T h i s  is m o s t  u n i v e r s a l l y  f o r m u l a t e d ,  as a s o r t  of s u m m i n g  
up, in t h e  f o l l o w i n g  p a s s a g e ,  w h e r e  " c o r n ” s t a n d s  f o r  
"food” :
" t h e  g r e a t  a n d  e s s e n t i a l  d i f f e r e n c e  w h i c h  n a t u r e  h a s  
e s t a b l i s h e d  b e t w e e n  c o r n  a n d  a l m o s t  e v e r y  o t h e r  s o r t  of 
g o o d s .  . . . T h e  n a t u r e  of t h i n g s  h a s  s t a m p e d  u p o n  c o r n  a 
r e a l  v a l u e  [ i . e .  a n  e x c h a n g e a b l e  v a l u e  in t e r m s  of 
l a b o u r ,  or " l a b o u r  c o m m a n d e d ” ] w h i c h  c a n n o t  b e  a l t e r e d  b y  
m e r e l y  a l t e r i n g  its m o n e y  p r i c e .  . . . T h r o u g h  t h e  w o r l d  in 
g e n e r a l  t h a t  v a l u e  is e q u a l  to t h e  q u a n t i t y  of l a b o u r  
w h i c h  it c a n  m a i n t a i n ,  a n d  in e v e r y  p a r t i c u l a r  p l a c e  it 
is e q u a l  to t h e  q u a n t i t y  of l a b o u r  w h i c h  it c a n  m a i n t a i n  
in t h e  way, w h e t h e r  l i b e r a l ,  m o d e r a t e ,  o r  s c a n t y ,  in  
w h i c h  l a b o u r  is c o m m o n l y  m a i n t a i n e d  in t h a t  p l a c e . "  
( p . 5 1 5 - 6 )

T h i s  i m p l i e s  t h a t  t h e  w a g e - b a s k e t  c o n s i s t s  o n l y  of 
f o o d ;  so  t h a t  t h e  q u a n t i t y  of f o o d  t h a t  t h e  w o r k e r ’ s
l a b o u r  c a n  p u r c h a s e  is e q u a l  to t h e  q u a n t i t y  of f o o d  
n e c e s s a r y  f o r  h i s  m a i n t e n a n c e  - w h e t h e r  in a l i b e r a l ,  
m o d e r a t e  or s c a n t y  w ay.

A c c o r d i n g l y ,  it is t h e  m o n e y  p r i c e  of c o r n  - a n d
e x p r e s s l y  n o t  t h e  p r i c e  of " w o o l l e n  or l i n e n  c l o t h "
( p . 5 1 6 )  - w h i c h  r e g u l a t e s  t h e  m o n e y  p r i c e  of l a b o u r :
" I t  [ t h e  m o n e y  p r i c e  of c o r n ]  r e g u l a t e s  t h e  m o n e y  p r i c e  
of l a b o u r ,  w h i c h  m u s t  a l w a y s  b e  s u c h  as t o  e n a b l e  t h e  
l a b o u r e r  to p u r c h a s e  a q u a n t i t y  of c o r n  s u f f i c i e n t  t o  
m a i n t a i n  h i m  a n d  h i s  f a m i l y  e i t h e r  in t h e  l i b e r a l ,  
m o d e r a t e ,  or s c a n t y  m a n n e r  in w h i c h  t h e  a d v a n c i n g ,
s t a t i o n a r y ,  or d e c l i n i n g  c i r c u m s t a n c e s  of t h e  s o c i e t y  
o b l i g e  h i s  e m p l o y e r s  to m a i n t a i n  h i m ” - a c c o r d i n g  as  t h e  
d e m a n d  f o r  l a b o u r  " h a p p e n s  to b e  e i t h e r  i n c r e a s i n g ,  
s t a t i o n a r y ,  or d e c l i n i n g ;  or to r e q u i r e  a n  i n c r e a s i n g ,  
s t a t i o n a r y ,  or d e c l i n i n g  p o p u l a t i o n . "  ( p . 5 0 9 , 8 6 4 )



2.5. C o n e  1 us i o n

In sum, S m i t h ’ s t h e o r i e s  of p o p u l a t i o n  a n d  w a g e s  - 
i n t e n d e d  to a p p l y  " t h r o u g h  t h e  w o r l d  in g e n e r a l "  - a r e  
g e n e r a l l y  b a s e d  o n  a c o n c e p t  of t h e  w a g e - b a s k e t  a s  
c o n s i s t i n g  of f o o d ,  in s u c h  q u a n t i t y  as is n e c e s s a r y  f o r  
t h e  l a b o u r e r  to s u b s i s t  a n d  to b r i n g  u p  a c e r t a i n  n u m b e r  
of h i s  c h i l d r e n ,  t h i s  n u m b e r  d e p e n d i n g  o n  t h e  r a t e  o f  
i n c r e a s e  of t h e  d e m a n d  f o r  l a b o u r e r s .  He t h i n k s  t h a t  it 
is t h e  q u a n t i t y  of f o o d  c o n s u m e d  b y  t h e  l a b o u r e r  a n d  h i s  
c h i l d r e n  w h i c h  r e g u l a t e s  c h i l d  m o r t a l i t y  a n d  t h e r e f o r e  
t h e  r a t e  of g r o w t h  of t h e  s u p p l y  of l a b o u r e r s .  A l s o ,  t h e  
l a b o u r  m a r k e t  is s u p p o s e d  to o p e r a t e  so as to  b r i n g  t h e  
s u p p l y  i n t o  a p a t h  of e q u a l i t y  w i t h  t h e  d e m a n d ,  b y  
f i x i n g ,  in t h e  l o n g  run, t h e  m o n e y  p r i c e  of l a b o u r  
r e l a t i v e  to t h e  m o n e y  p r i c e  of f o o d  a t  t h a t  level w h i c h  
e n a b l e s  t h e  l a b o u r e r  to p u r c h a s e  t h e  n e c e s s a r y  q u a n t i t y  
of f o o d .

As. w i l l  b e  s e e n  in t h e  n e x t  c h a p t e r ,  S m i t h ’ s t h e o r y  
of r e n t  a l s o  h i n g e s  on  t h e  c o n c e p t  of t h e  w a g e - b a s k e t  a s  
c o n s i s t i n g  of f o o d  or ( i n  E u r o p e )  c o r n  - fo r  it is b u i l t  
u p o n  h i s  t h e o r y  of w a g e s .



C H A P T E R  3
S M I T H ’S T H E O R Y  O F  R E N T  O F  L A N D

T h i s  c h a p t e r  p r e s e n t s  a s i m p l e  f o r m a l i z a t i o n  of r e n t  
d e t e r m i n a t i o n ,  a s  e x p l a i n e d  in t h e  W e a l t h  of N a t i o n s , 
B o o k  I, c h a p t e r  11, "O f  t h e  r e n t  of l a n d " .  T h i s
f o r m a l i z a t i o n  h a s  b e e n  h e l p e d  b y  t h e  c h a p t e r  o n  " L a n d ” in 
S r a f f a  ( 1 9 6 0 ) ,  f r o m  w h i c h  s o m e  n o t a t i o n  is b o r r o w e d .

In t h e  l a s t  s e c t i o n  of t h i s  c h a p t e r ,  a d i s c u s s i o n  is 
g i v e n  of S m i t h ’ s a s s u m p t i o n  of r e n t  b e i n g  p a i d  for t h e  
m a r g i n a l  l a n d  - a q u e s t i o n  t h a t  p l a y s  a n  i m p o r t a n t  p a r t  
in t h e  f o r m a t i o n  of R i c a r d o ’ s e a r l y  t h e o r y  of p r o f i t s .

P a g e  n u m b e r s  in p a r e n t h e s e s  r e f e r  to t h e  G l a s c o w  
e d i t i o n  of t h e  W e a l t h  of N a t i o n s .

3 . 1 .  I n t r o d u c t  i o n

All l a n d  h a s  b e e n  a p p r o p r i a t e d  or m o n o p o l i s e d  b y
p e o p l e  w h o  d e m a n d  a " r e n t " ,  i.e. " t h e  p r i c e  p a i d  fo r  t h e  
u s e  of l a n d " .  T h u s ,  t h e  r e n t  of l a n d  " i s  n a t u r a l l y  a 
m o n o p o l y  p r i c e "  ( p . 1 6 1 ) .  It is e q u i v a l e n t  to a s h a r e  of 
t h e  p r o d u c e  o b t a i n e d  b y  u s i n g  it:
" A s  s o o n  a s  1 a n d  b e c o m e s  p r i v a t e  p r o p e r t y ,  t h e  1 a n d  l o r d  
d e m a n d s  a s h a r e  of a l m o s t  all t h e  p r o d u c e  w h i c h  t h e
l a b o u r e r  c a n  e i t h e r  r a i s e ,  or c o l l e c t  f r o m  it. H i s  r e n t  
m a k e s  t h e  f i r s t  d e d u c t i o n  f r o m  t h e  p r o d u c e  of t h e  l a b o u r  
w h i c h  is e m p l o y e d  u p o n  land. It s e l d o m  h a p p e n s  t h a t  t h e  
p e r s o n  w h o  til Is t h e  g r o u n d  h a s  w h e r e w i t h a l  to  m a i n t a i n  
h i m s e l f  t i l l  h e  r e a p s  t h e  h a r v e s t .  H i s  m a i n t e n a n c e  is
g e n e r a l l y  a d v a n c e d  to h i m  f r o m  t h e  s t o c k  of a m a s t e r ,  t h e  
f a r m e r  w h o  e m p l o y s  h im, a n d  w h o  w o u l d  h a v e  n o  i n t e r e s t  t o  
e m p l o y  him, u n l e s s  h e  w a s  to s h a r e  in t h e  p r o d u c e  of h i s
l a b o u r ,  or u n l e s s  h i s  s t o c k  w a s  to b e  r e p l a c e d  to h i m
w i t h  a p r o f i t .  T h i s  p r o f i t  m a k e s  a s e c o n d  d e d u c t i o n  f r o m  
t h e  p r o d u c e  of t h e  l a b o u r  w h i c h  is e m p l o y e d  u p o n  l a n d . "  
(p . 83)

T h e  r e n t  p a i d  fo r  a n y  p i e c e  of l and " i s  n a t u r a l l y



t h e  h i g h e s t  w h i c h  t h e  t e n a n t  c a n  a f f o r d  to p a y " .  T h u s  t h e  
" n a t u r a l "  r e n t  of l a n d  - t h e  r e n t  w h i c h  is p a i d  in a
s t a t e  of l o n g  r u n  c o m p e t i t i v e  e q u i l i b r i u m  - is " t h e  
r e s i d u e  w h i c h  r e m a i n s  to t h e  p r o p r i e t o r " ,  a f t e r  d e d u c t i n g  
f r o m  t h e  g r o s s  p r o d u c e ,  or f r o m  its p r i c e ,  " w h a t  is 
s u f f i c i e n t  to k e e p  u p  t h e  s t o c k  f r o m  w h i c h  he [ t h e  
f a r m e r ]  f u r n i s h e s  t h e  s e e d ,  p a y s  t h e  l a b o u r ,  a n d
p u r c h a s e s  a n d  m a i n t a i n s  t h e  c a t t l e  a n d  t h e  o t h e r  
i n s t r u m e n t s  of h u s b a n d r y ,  t o g e t h e r  w i t h  t h e  o r d i n a r y  
p r o f i t s  of f a r m i n g  s t o c k  in t h e  n e i g h b o u r h o o d "
( p . 1 6 0 , 1 8 7 ) .

In t h i s  d e s c r i p t i o n  of r e n t ,  t h e  " s t o c k "  or c a p i t a l  
e m p l o y e d  b y  t h e  f a r m e r  i n c l u d e s  " t h e  s e e d . . .  t h e  c a t t l e  
a n d  t h e  o t h e r  i n s t r u m e n t s  of h u s b a n d r y " ,  as  w e l l  as t h e  
w a g e s  of l a b o u r .  H o w e v e r ,  S m i t h  g e n e r a l l y  p r o c e e d s  in h i s  
a n a l y s i s  of r e n t  as  if t h e  c a p i t a l  or e x p e n s e s  of t h e  
f a r m e r  c o n s i s t e d  o n l y  of w a g e s  a d v a n c e d ;  s o  t h a t  t h e  
r e p l a c e m e n t  of c a p i t a l  is r e d u c e d  to t h e  r e p l a c e m e n t  of
" t h e  f o o d ,  c l o a t h s ,  l o d g i n g s  a n d  o t h e r  n e c e s s a r i e s  w h i c h  
w e r e  c o n s u m e d "  ( p . 185).

In l i n e  w i t h  h i s  g e n e r a l  t r e a t m e n t  of w a g e s ,  t h e  
" n e c e s s a r i e s  w h i c h  w e r e  c o n s u m e d "  a r e  in t u r n  v i r t u a l l y  
r e d u c e d  to a r e q u i r e d  s t o c k  of " c o r n ,  t h e  s u b s i s t e n c e  of 
t h e  l a b o u r e r "  - " o r  w h a t e v e r  e l s e  is t h e  c o m m o n  a n d  
f a v o u r i t e  v e g e t a b l e  f o o d  of t h e  p e o p l e "  ( p . 2 0 6 - 7 ) ,  e.g. 
p o t a t o e s  in I r e l a n d  or r i c e  in C h i n a .

S m i t h  e n d s  u p  t a l k i n g  of c a p i t a l  e m p l o y e d ,  or
" l a b o u r  a n d  e x p e n c e "  ( p . 2 4 5 ) ,  as t h e  s a m e  t h i n g  a s
" l a b o u r  a n d  s u b s i s t e n c e "  ( p . 2 4 6 ) .  In t h e  c o u r s e  of t h e
a r g u m e n t ,  r e n t  a n d  p r o f i t s  o n  t h e  l a n d  c o m e  a c c o r d i n g l y
t o  be  c o n s i d e r e d  a s  t h e  e x c e s s  of p r o d u c e ,  or of its 
p r i c e ,  o v e r  t h e  n e c e s s a r y  m a i n t e n a n c e  of t h e  l a b o u r e r s  
e m p l o y e d  a t  a g i v e n  " n a t u r a l "  w a g e  r a t e  in t e r m s  of
f o o d ,  or a t  t h e  " r a t e  [ q u a n t i t y  of f o o d  p e r  u n i t  of 
l a b o u r ]  a t  w h i c h . . .  l a b o u r  is c o m m o n l y  m a i n t a i n e d  in t h e  
n e i g h b o u r h o o d "  ( p . 162).

In S m i t h ’ s t r e a t m e n t  of r e n t  of l a n d  - a s
d i s t i n g u i s h e d  f r o m  r e n t  of m i n e s  - t h e r e  is n o



ft i n t e n s i v e "  d i m i n i s h i n g  r e t u r n s .  H e  a s s u m e s  a s i n g l e ,  
g i v e n  q u a n t i t y  of p r o d u c t  p e r  a c r e .  C u l t i v a t i o n  r e q u i r e s  
a g i v e n  q u a n t i t y  of l a b o u r  p e r  a c r e ,  a n d  t h e r e f o r e  p e r  
u n i t  of p r o d u c t .

T h e  a r g u m e n t  is g e n e r a l l y  b a s e d  o n  t h e  s u p p o s i t i o n  
of h o m o g e n e o u s  land, b u t  s o m e t i m e s  it i n v o l v e s  d i f f e r e n t  
q u a l i t i e s  of land. T h e  c a s e  of h o m o g e n e o u s  l and is 
c o n s i d e r e d  in s e c t i o n  3 . 2  b e l o w ,  w h e r e a s  s e c t i o n  3 . 3  
d e a l s  w i t h  a n  i n s t a n c e  of h e t e r o g e n e o u s  land.

3 . 2 .  H o m o g e n e o u s  land, v a r i o u s  p r o d u c t s

F o l l o w i n g  S m i t h ,  let us s u p p o s e  t h a t  a n y  p i e c e  of 
l a n d  c a n  b e  u s e d  f o r  t h e  p r o d u c t i o n  of a n y  o n e  of a 
n u m b e r  of p r o d u c t s .

D i f f e r e n c e s  b e t w e e n  p r o d u c t s  in r e s p e c t  to t h e  
p e r i o d s  of r e t u r n  of c i r c u l a t i n g  c a p i t a l  (i.e. w a g e s  
a d v a n c e d )  a r e  i g n o r e d ,  a s  if t h e r e  w e r e  a u n i f o r m  p e r i o d ,
s a y  o n e  y e a r ,  f r o m  t h e  p a y m e n t  of w a g e s  to t h e  s a l e  of
t h e  p r o d u c t .

3 . 2 . 1 .  R e n t  a n d  p r o f i t  o n  t h e  p r o d u c t i o n  of c o r n

L e t  u s  c o n s i d e r  f i r s t  t h e  p r o d u c t i o n  of c o r n ,  " t h e  
f o o d  of t h e  c o m m o n  p e o p l e "  ( p . 93).

S i n c e  t h e  e x p e n s e s  of p r o d u c t i o n  a r e  s u p p o s e d  to 
c o n s i s t  s o l e l y  of w a g e s ,  a n d  p r o f i t s  a r e  d e f i n e d  as  
r e v e n u e  m i n u s  e x p e n s e s  a n d  r e n t ,  t h e  f o l l o w i n g  i d e n t i t y  
p r e v a i l s  o n  a n y  p i e c e  of l and u s e d  f o r  p r o d u c i n g  c o r n :

p» h  n  ( w  p' ) ( l  +  r )  +  s p *  Va  a  v a  a ^ a

w h e r e  the. s u b s c r i p t  a  s t a n d s  fo r  c o r n ;  t h e  u n i t  of
p r o d u c t  is d e f i n e d  as t h e  q u a n t i t y  o b t a i n e d  f r o m  o n e  a c r e
of land; p* is t h e  m o n e y  p r i c e  of c o r n ;  n  t h e  q u a n t i t ya  a
( m a n - y e a r s )  of l a b o u r  r e q u i r e d  p e r  u n i t  of p r o d u c t ;  W
t h e  r a t e  of w a g e s  in t e r m s  of c o r n ,  so t h a t  fwp' ) is t h ea
w a g e  r a t e  in t e r m s  of m o n e y ;  T  t h e  a n n u a l  r a t e  ofa



p r o f i t s ,  i.e. t h e  r a t i o  b e t w e e n  a n n u a l  p r o f i t s  a n d
c a p i t a l  e m p l o y e d ;  a n d  s t h e  a n n u a l  r e n t  p e r  a c r e ,a
e x p r e s s e d  in t e r m s  of c o r n .

I d e n t i t y  V c a n  b e  r e - w r i t t e n  as:

s + r ( n  w ) = 1 - n w VIa a a a

w h e r e  n a n d  W  , a n d  t h e r e f o r e  (1-n w ) , a r e  c o n s i d e r e d  a a
to be g i v e n .

S m i t h  a s s u m e s  t h a t  " l a n d ,  in a l m o s t  a n y  si t u a t  ion, 
p r o d u c e s  a g r e a t e r  q u a n t i t y  of f o o d  t h a n  w h a t  is 
s u f f i c i e n t  to m a i n t a i n  all t h e  l a b o u r  n e c e s s a r y  f o r  
b r i n g i n g  it to m a r k e t ,  in t h e  m o s t  l i b e r a l  w a y  in w h i c h  
t h a t  l a b o u r  is e v e r  m a i n t a i n e d " .  In t h e  p r o d u c t i o n  of 
f o o d ,  t h e r e  is a " s u r p l u s ,  f r o m  w h i c h  a r e  d r a w n  b o t h  t h e  
p r o f i t  of t h e  f a r m e r  a n d  t h e  r e n t  of t h e  l a n d l o r d " .  " T h e  
s u r p l u s  t o o  is a l w a y s  m o r e  t h a n  s u f f i c i e n t  to r e p l a c e  t h e  
s t o c k  w h i c h  e m p l o y e d  t h a t  l a b o u r ,  t o g e t h e r  w i t h  its  
p r o f i t s .  S o m e t h i n g ,  t h e r e f o r e ,  a l w a y s  r e m a i n s  f o r  a r e n t  
to t h e  l a n d l o r d "  ( p . 1 6 2 - 3 ) .  E l s e w h e r e ,  he r e f e r s  to " t h e  
r e n t  of t h e  l a n d l o r d ,  or t h e  s u r p l u s  q u a n t i t y  of f o o d  
w h i c h  w o u l d  r e m a i n  to h i m "  ( p . 1 7 5 ) .

In t h e  c a s e  of h o m o g e n e o u s  land, t h e s e  p o s t u l a t e s  
c a n  be  e x p r e s s e d  t h u s :

1 - n  w > r  ( n  w ) > 0  VIIa a a

so t h a t  s > 0 . T h i s  i m p l i e s ,  in v i e w  of i d e n t i t y  V,a
t h a t :

p* > n ( w p *  ) ( 1 + r )*a a ^a a

t h e  e x c e s s  of p r i c e  b e i n g  t h e  m o n e y  r a t e  of r e n t ,  s p1 .a a
C o m m e n t i n g  o n  s u c h  a s s u m p t i o n s ,  M a r x

( 1 9 0 5 - 1 0 ,  I I , p . 3 5 4 - 5 )  o b s e r v e s :
" T h i s  s o u n d s  q u i t e  p h y s  i o c r a t i c  a n d  c o n t a i n s  n e i t h e r  
p r o o f  n o r  e x p l a n a t i o n  of w h y  t h e  ’p r i c e '  of t h e s e  
p a r t i c u l a r  c o m m o d i t i e s  p a y s  a r e n t . . .  r e n t  a n d  p r o f i t



a p p e a r  as m e r e  s u r p 1 us of t h e  p r o d u c t . a f t e r  t h a t  p a r t  of 
it h a s  b e e n  d e d u c t e d  in k i n d  w h i c h  f e e d s  t h e  w o r k e r . 
( T h i s  is r e a l l y  t h e  p h y s i o c r a t i c  v i e w ,  w h i c h  is b a s e d  o n  
t h e  f a c t  t h a t  in a n  a g r i c u l t u r a l  c o u n t r y  m a n  l i v e s  a l m o s t  
e x c l u s i v e l y  o n  t h e  a g r i c u l t u r a l  p r o d u c t . . . ) .  . . . [ S m i t h ]  
d e r i v e s  r e n t  f r o m  t h e  r a t i o  b e t w e e n  t h e  a m o u n t  of f o o d  
y i e l d e d  b y  a g r i c u l t u r e  a n d  t h e  a m o u n t  of f o o d  c o n s u m e d  b y  
t h e  a g r i c u l t u r a l  w o r k e r .  In p o i n t  of f a c t  - a p a r t  f r o m  
t h i s  p h y s  i o c r a t i c  i n t e r p r e t a t i o n  - h e  p o s t u l a t e s  t h a t  t h e  
p r i c e  of t h e  a g r i c u l t u r a l  p r o d u c t  w h i c h  s u p p l i e s  t h e  
p r i n c i p a l  f o o d  p a y s  r e n t  in a d d i t i o n  to p r o f i t .  T h i s  is 
t h e  s t a r t i n g - p o i n t  f o r  h i s  f u r t h e r  a r g u m e n t s . ”

3 . 2 . 2 .  R e n t  a n d  p r o f i t  o n  a g r i c u l t u r e  in g e n e r a l

U n d e r  t h e  g e n e r a l  a s s u m p t i o n  of c o m p e t i t i v e
e q u i l i b r i u m ,  t h e  r a t e s  of p r o f i t  a n d  w a g e s  m u s t  b e  
u n i f o r m  a c r o s s  all e m p l o y m e n t s  of c a p i t a l  a n d  h o m o g e n e o u s  
l a b o u r  ( e x c e p t  to c o m p e n s a t e  f o r  n o n - p e c u n i a r y  a d v a n t a g e s  
a n d  d i s a d v a n t a g e s  b e t w e e n  a l t e r n a t i v e  e m p l o y m e n t s ,  as 
S m i t h  e x p l a i n s  e l s e w h e r e ) .  M o r e o v e r ,  s i n c e  t h e  l a n d  is 
s u p p o s e d  to b e  h o m o g e n e o u s ,  t h e  a n n u a l  r e n t  p e r  a c r e  m u s t  
a l s o  be u n i f o r m  a c r o s s  al l  l a n d  u s e s .  All t h e s e  r a t e s  a r e  
s u p p o s e d  to b e  s e t t l e d  a t  t h e i r  " n a t u r a l ” l e v e l s .  T h u s  
t h e  f o l l o w i n g  e q u i l i b r i u m  c o n d i t i o n s  m u s t  be s a t i s f i e d :

s + r ( n. w ) = p. - n. w i=a,b,...,k VIII1 1 1  ’ ’ ’

w h e r e  i s t a n d s  f o r  e v e r y  p r o d u c t  a,b,„. ,k (of w h i c h  a is
c o r n ) ;  t h e  u n i t  of e a c h  p r o d u c t  is d e f i n e d  as t h e
q u a n t i t y  o b t a i n e d  p e r  a c r e  of lan d ;  r is t h e  g e n e r a l  r a t e
of p r o f i t s ;  w a n d  s a r e  t h e  u n i f o r m  r a t e s  of w a g e s  a n d
r e n t ,  b o t h  e x p r e s s e d  in t e r m s  of c o r n ;  t h e  v a l u e  of
p r o d u c t  i in t e r m s  of c o r n ,  b e i n g  p  = 1  ( c o r n  is t a k e na
as t h e  . s t a n d a r d  of v a l u e ) ;  t h e  q u a n t i t y  ( m a n - y e a r s )  of
l a b o u r  r e q u i r e d  p e r  u n i t  of p r o d u c t  i .

S i n c e  n a n d  w a r e  c o n s i d e r e d  to b e  k n o w n  d a t a ,  a n d
1

p  =1 , t h e r e  a r e  k  e q u a t i o n s  i n v o l v i n g  k + 1  u n k n o w n s ,
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n a m e l y  p ^ , . . . , p ^ , r  a n d  S .
E q u a t i o n  VI I I f o r  i = a  r e a d s  ( s i n c e  p  =1 ) :SI

s + r ( n w ' ) = l - n w  IXa  a

w h i c h  m e a n s  t h a t  s a n d  r m u s t  b e  s u c h  t h a t ,  in t h e
p r o d u c t i o n  of c o r n ,  t h e  s u m  of r e n t  a t  t h e  r a t e  S a n d
p r o f i t  at  t h e  r a t e  r  is e q u a l  to  t h e  g i v e n  s u r p l u s
p r o d u c e .  T h i s  i m p l i e s  t h a t  t h e  r e n t  a n d  p r o f i t  in t h e
p r o d u c t i o n  of c o m m o d i t i e s  to,,.. ,k m u s t  b e  s u c h  t h a t ,  a t
t h e i r  c o r r e s p o n d i n g  r a t e s  of r e n t  a n d  p r o f i t ,  t h e  s u m  of
r e n t  a n d  p r o f i t  in t h e  p r o d u c t i o n  of c o r n  is e q u a l  to t h e
g i v e n  s u r p l u s  p r o d u c e  (1—n w) . In p a r t i c u l a r ,  if b ya
c h a n c e ,  or b y  s u p p o s i t i o n ,  n. = H  f o r  s o m e  p r o d u c t  i ,i a
s a y  g r a s s ,  t h e n  t h e  r e n t  a n d  p r o f i t  (per a c r e )  in t h e
p r o d u c t i o n  of i m u s t  t o g e t h e r  b e  e q u a l  to t h e  s u m  of
r e n t  a n d  p r o f i t  in t h e  p r o d u c t i o n  of c o r n ,  w h i c h  is
i n d e p e n d e n t l y  g i v e n ; t h u s : p.-n.w=l—n W  . T h i s  isi n .  a
e x p r e s s e d  b y  S m i t h  as a n e c e s s a r y  e q u a l i t y  " b e t w e e n  t h e  
r e n t  a n d  p r o f i t  of g r a s s  a n d  t h o s e  of c o r n ;  of t h e  l a n d  
of w h i c h  t h e  i m m e d i a t e  p r o d u c e  is f o o d  f o r  c a t t l e ,  a n d  of 
t h a t  of w h i c h  t h e  i m m e d i a t e  p r o d u c e  is f o o d  f o r  m e n ” , 
o t h e r w i s e  " c o r n  l a n d  w o u l d  b e  t u r n e d  i n t o  p a s t u r e ” or 
” w h a t  w a s  in p a s t u r e  w o u l d  b e  b r o u g h t  b a c k  i n t o  c o r n ” 
(p . 1 6 5 ) .  H e n c e :
” t h e  r e n t  a n d  p r o f i t  of c o r n ,  or w h a t e v e r  e l s e  is t h e  
c o m m o n  v e g e t a b l e  f o o d  of t h e  p e o p l e ,  m u s t  n a t u r a l l y  
r e g u l a t e ,  u p o n  t h e  l a n d  w h i c h  is f i t  f o r  p r o d u c i n g  it, 
t h e  r e n t  a n d  p r o f i t  of p a s t u r e ” ( p . 1 6 7 ) .
” C T h e  p r i c e  ( r e l a t i v e l y  to c o r n )  of e v e r y  s o r t  of a n i m a l
f o o d ,  s u c h  as b u t c h e r ’ s - m e a t ,  p o u l t r y ,  d a i r y - p r o d u c e
e t c . ]  m u s t  a f f o r d  to t h e  l a n d l o r d  a n d  f a r m e r  t h e  r e n t  a n d
p r o f i t  of c o r n - l a n d ” ( p . 2 5 9 )

In S m i t h ’ s a n a l y s i s  of r e n t ,  t h e  " o r d i n a r y ” or
" n a t u r a l ” r a t e  of p r o f i t s ,  r , is t r e a t e d  as  a g i v e n
v a r i a b l e ,  as  is t h e  real w a g e  r a t e ,  w .  T h u s ,  in e q u a t i o n s
V I I I ,  t h e  u n k n o w n s  a r e  r e d u c e d  to p., ..... p, a n d  s.to’ ’ ^ k
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A s s u m i n g  t h a t  r>0 , a n d  s i n c e  s >0 ( f r o m  V I I )  a n da
S =s , a n d  t h u s  s>0 , t h e n  c o n d i t i o n  IX i m p l i e s  t h a t  t h e  a
r a n g e  of f e a s i b l e  m a g n i t u d e s  of r is: 0<r<(l-n w)/n W  .a a
E q u a t i o n s  V I I I  c a n  t h e r e f o r e  b e  s o l v e d  f o r  a n d
S as f u n c t i o n s  of t h e  i n d e p e n d e n t  v a r i a b l e  T , o v e r  t h a t  
r a n g e .

E q u a t i o n  V I I I  f o r  i = a  i n d e p e n d e n t l y  y i e l d s  t h e  
s o l u t i o n  f o r  S as:

s = l - n w ( l  + r )  Xa

G i v e n  n a n d  W , a n d  a l s o  g i v e n  r a t  a n ya
f e a s i b l e  le v e l ,  t h e n  s is d e t e r m i n e d  a c c o r d i n g  toa
i d e n t i t y  VI, s i n c e  r =r . As  t h e  r a t e s  of r e n t  a r e  to b ea
t h e  s a m e  f o r  all l a n d  u s e s ,  it f o l l o w s  t h a t  t h e  r a t e s  of
r e n t  f o r  all u s e s  o t h e r  t h a n  c o r n  m u s t  b e  b r o u g h t  i n t o
e q u a l i t y  w i t h  s , w h i c h  is i n d e p e n d e n t l y  d e t e r m i n e d .  O n ea
m a y  t h e r e f o r e  s t a t e ,  a s  S m i t h  d i d ,  t h a t  S " r e g u l a t e s "a
a 1 1 t h e  o t h e r  S . :1
" t h e  r e n t  of t h e  c u l t i v a t e d  land, of w h i c h  t h e  p r o d u c e  is 
h u m a n  f o o d ,  r e g u l a t e s  t h e  r e n t  of t h e  g r e a t e r  p a r t  of 
o t h e r  c u l t i v a t e d  land. N o  p a r t i c u l a r  p r o d u c e  c a n  l o n g  
a f f o r d  less; b e c a u s e  t h e  l a n d  w o u l d  i m m e d i a t e l y  b e  t u r n e d  
to a n o t h e r  u s e :  A n d  if a n y  p a r t i c u l a r  p r o d u c e  c o m m o n l y
t i n  t h e  l o n g  r u n ]  a f f o r d s  m o r e ,  it is b e c a u s e  t h e
q u a n t i t y  of l a n d  w h i c h  c a n  b e  f i t t e d  f o r  it is t o o  s m a l l  
t o  s u p p l y  t h e  e f f e c t u a l  d e m a n d  Ce. g .  w i n e s  t h a t  c a n  o n l y  
b e  o b t a i n e d  f r o m  p e c u l i a r  r e g i o n s ] .  In E u r o p e  c o r n  is t h e  
p r i n c i p a l  p r o d u c e  of l a n d  w h i c h  s e r v e s  i m m e d i a t e l y  fo r  
h u m a n  f o o d .  E x c e p t  in p a r t i c u l a r  s i t u a t i o n s  [ p l a c e s ] ,  
t h e r e f o r e ,  t h e  r e n t  of c o r n  l a n d  r e g u l a t e s  in E u r o p e  t h a t  
of all o t h e r  c u l t i v a t e d  l a n d . "  ( p . 1 7 5 )

T h e  r e m a i n i n g  e q u a t i o n s  V I I I  ( f o r  i =  b , . . . , k  )
d e t e r m i n e  t h e  p r i c e s  of t h e  r e s p e c t i v e  c o m m o d i t i e s  (in 
t e r m s  o f ' c o r n )  a t  s u c h  l e v e l s  a s  to a f f o r d  t h e  s a m e  r a t e  
of r e n t  as t h a t  o n  c o r n  p r o d u c t i o n :

p. = n. w ( 1 + r ) + s i = b,...,kl i  a 7



S o m e t h i n g  l i k e  t h i s  w a s  s t a t e d  b y  S m i t h  in t h e  f o l l o w i n g  
t e r m s :
" t h e  p r i c e  of e a c h  p a r t i c u l a r  p r o d u c e  m u s t  b e  s u f f i c i e n t ,  
f i r s t ,  to p a y  t h e  r e n t  of g o o d  c o r n  land, a s  it is t h a t  
w h i c h  r e g u l a t e s  t h e  r e n t  of t h e  g r e a t e r  p a r t  of o t h e r  
c u l t i v a t e d  land; a n d ,  s e c o n d l y ,  to p a y  t h e  l a b o u r  a n d  
e x p e n c e  of t h e  f a r m e r  a s  w e l l  as t h e y  a r e  c o m m o n l y  p a i d  
u p o n  g o o d  c o r n - l a n d ;  or, in o t h e r  w o r d s ,  to r e p l a c e  w i t h  
t h e  o r d i n a r y  p r o f i t s  t h e  s t o c k  w h i c h  he e m p l o y s  a b o u t  
i t . "  ( p . 2 4 5 )

M u l t i p l y i n g  b o t h  s i d e s  of t h e  l a s t  e q u a t i o n  b y  p' :3.

pi pa = ni ( W pa  ̂ ( 1 + r  ̂ + sa pa i=b,...,k

w h e r e  t h e  l e f t - h a n d  s i d e  is t h e  m o n e y  p r i c e  of p r o d u c t  1. 
T h i s  l o n g - r u n  e q u i l i b r i u m  c o n d i t i o n  i m p l i e s  t h a t ,  c e t e r i s  
p a r  i b u s . a r i s e  or fall in t h e  m o n e y  p r i c e  of c o r n  m u s t  
b e  a c c o m p a n i e d  b y  a p r o p o r t i o n a l  r i s e  or  f a l l  in t h e  
m o n e y  p r i c e s  of t h e  o t h e r  p r o d u c t s  of l a n d :
" [ t h e  m o n e y  p r i c e  of c o r n ]  r e g u l a t e s  t h e  m o n e y  p r i c e  of 
all o t h e r  p a r t s  of t h e  r u d e  p r o d u c e  of land, w h i c h  ... 
m u s t  b e a r  a c e r t a i n  p r o p o r t i o n  to t h a t  of c o r n  ... It 
r e g u l a t e s ,  f o r  e x a m p l e ,  t h e  m o n e y  p r i c e  of g r a s s  a n d  h a y , 
of b u t c h e r ’ s m e a t ,  of h o r s e s ,  a n d  t h e  m a i n t e n a n c e  of 
h o r s e s "  (p . 5 0 9 )

3 . 3 .  H e t e r o g e n e o u s  land, o n e  p r o d u c t

S m i t h  t a k e s  i n t o  a c c o u n t  t h e  h e t e r o g e n e i t y  of " t h e  
s a m e  e x t e n t  of g r o u n d "  in r e s p e c t  to  " f e r t i l i t y "  a n d  
" s i t u a t i o n " ,  i.e. d i s t a n c e  f r o m  t h e  m a r k e t .  T h e  r a t e  of 
r e n t  v a r i e s  w i t h  b o t h :
" T h e  r e n t  of l a n d  n o t  o n l y  v a r i e s  w i t h  i t s  f e r t i l i t y ,  
w h a t e v e r  b e  its p r o d u c e  [ " b y  t h e  i n c r e a s e  of t h e  p r o d u c e ,  
a n d  b y  t h e  d i m i n u t i o n  of t h e  l a b o u r  w h i c h  m u s t  be 
m a i n t a i n e d  o u t  of it"], b u t  w i t h  its s i t u a t i o n ,  w h a t e v e r  
be its f e r t i l i t y .  L a n d  in t h e  n e i g h b o u r h o o d  of a t o w n ,  
g i v e s  a g r e a t e r  r e n t  t h a n  l a n d  e q u a l l y  f e r t i l e  i n  a



d i s t a n t  p a r t  of t h e  c o u n t r y .  T h o u g h  it m a y  c o s t  n o  m o r e  
l a b o u r  to c u l t i v a t e  t h e  o n e  t h a n  t h e  o t h e r ,  it m u s t  
a l w a y s  c o s t  m o r e  to b r i n g  t h e  p r o d u c e  of t h e  d i s t a n t  l a n d  
to m a r k e t .  A g r e a t e r  q u a n t i t y  of l a b o u r ,  t h e r e f o r e ,  m u s t  
b e  m a i n t a i n e d  o u t  of it a n d  t h e  s u r p l u s ,  f r o m  w h i c h  a r e  
d r a w n  b o t h  t h e  p r o f i t  of t h e  f a r m e r  a n d  t h e  r e n t  of t h e  
l a n d l o r d ,  m u s t  be d i m i n i s h e d . ” ( p . 163)

T h i s  a r g u m e n t  m a y  b e  r e a d i l y  e x p r e s s e d  t h u s :

s . = A .  - N . w ( l + r )  XI3 0 3
or j =  1 , 2 , . . .  ,m

s. /  A. =  1  -  n . w  ( 1  +  r )
3 3 3 '

w h e r e  t h e  s u b s c r i p t  j d e n o t e s  o n e  of 111 d i f f e r e n t
q u a l i t i e s  of c u l t i v a t e d  land, m  b e i n g  t h e  q u a l i t y  of
w h a t  h a s  c o m e  to b e  c a l l e d  t h e  " m a r g i n a l  l a n d ” , i.e. t h e
w o r s t  p o r t i o n  of c u l t i v a t e d  land, w h e r e  l a b o u r
p r o d u c t i v i t y  is l o w e s t ;  S. is t h e  c o r n  r e n t  p e r  a c r e  of

3land  ̂ » A  the qu antity of corn produc ed per acre  of
land j ; N. the q u a ntity  (man-years) of labour re quir ed3 .to c u l t i v a t e  a n d  b r i n g  to m a r k e t  t h e  p r o d u c e  A . ;  n .  t h e3 3
q u a n t i t y  of l a b o u r  r e q u i r e d  p e r  u n i t  of p r o d u c t ,  i.e. t h e
same as N . /A . ; and the other symbols retain the same3 3
d e f i n i t i o n s  as in t h e  p r e v i o u s  s e c t i o n .

All A. and N. are cons idered to be known data, as 3 3
a r e  w  a n d  r  , a n d  t h u s  t h e  m  e q u a t i o n s  XI d e t e r m i n e  
t h e  r a t e s  of r e n t  S , s , , s .

T h e  " p o s i t i o n ” of t h e  " e x t e n s i v e  m a r g i n ” of
c u l t i v a t i o n  - or r a t h e r  t h e  q u a l i t y  of t h e  m a r g i n a l  land, 
m  - a n d  t h e  t o t a l  o u t p u t  of c o r n  a r e  s u p p o s e d  to b e  
d e t e r m i n e d  b y  t h e  a m o u n t  of c a p i t a l  i n v e s t e d  in 
a g r i c u l t u r e .  T h e  d e m a n d  f o r  s u c h  o u t p u t  is t a k e n  f o r  
g r a n t e d ,  b e c a u s e ,  in a s e n s e ,  t h e  s u p p l y  of f o o d  c r e a t e s  
its o w n  d e m a n d :
" A s  m e n ,  l i k e  all o t h e r  a n i m a l s ,  n a t u r a l l y  m u l t i p l y  in 
p r o p o r t i o n  to t h e  m e a n s  of t h e i r  s u b s i s t e n c e ,  f o o d  is 
a l w a y s ,  m o r e  or less, in d e m a n d . ” ( p . 1 62)

T h e  a s s u m p t i o n  of " e x t e n s i v e ” d i f f e r e n t i a l  r e t u r n s
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m a y  b e  e x p r e s s e d  a s  n_< n0< . . .< n . On t h e  o t h e r  h a n d ,1 2 m
a s s u m p t i o n  VII is in f o r c e  f o r  all q u a l i t i e s  of land,
t h u s  1 — n . W > 0  ( j = 1 , 2 , . • •  ,m  ) . It f o l l o w s  i m m e d i a t e l y
t h a t :

l - n _ w > l - n n w > . . . > l - n  w XII1 2  m

w h i c h  m e a n s  t h a t  T,t h e  s u r p l u s ,  f r o m  w h i c h  a r e  d r a w n  b o t h
t h e  p r o f i t  of t h e  f a r m e r  a n d  t h e  r e n t  of t h e  l a n d l o r d ” 
m u s t  b e  s m a l l e r  (as a r e l a t i v e  s h a r e  of th e  p r o d u c e )  o n  
l e s s  f e r t i l e  or m o r e  d i s t a n t  l ands.

S i n c e  r  >  0 ,  it f o l l o w s  f r o m  XI a n d  XII t h a t  r e n t
m u s t  a l s o  b e  s m a l l e r  (as a r e l a t i v e  s h a r e  of t h e  p r o d u c e )
o n  l e s s  f e r t i l e  or m o r e  d i s t a n t  l ands.

3 . 4 .  R e n t  o n  t h e  m a r g i n a l  l a n d

In h i s  a n a l y s i s  of r e n t ,  S m i t h  t a k e s  t h e  ” n a t u r a l "
r a t e s  of w a g e s  a n d  p r o f i t  as g i v e n ,  a n d  s u p p o s e s  t h e m  to
b e  s u c h  t h a t ,  in t h e  p r o d u c t i o n  of c o r n ,  t h e r e  is a l w a y s
a p a r t  of t h e  g r o s s  p r o d u c e  in e x c e s s  of w a g e s  a n d
p r o f i t s :  " s o m e t h i n g ,  t h e r e f o r e ,  a l w a y s  r e m a i n s  f o r  a r e n t
to t h e  l a n d l o r d ” ( p . 1 6 2 ) .  In o t h e r  w o r d s ,  a s s u m p t i o n  VII
is in f o r c e  f o r  all q u a l i t i e s  of land, i n c 1u d  i n g  t h e
m a r g i n a l  l a n d . T h u s  s >0 in ” s u b - m o d e l ” 3 . 3  a b o v e ;  a n d

m
t h e  c a s e  of t h e  p r o d u c t i o n  of c o r n  o n  h o m o g e n e o u s  land,
a s  in s u b - m o d e l  3 . 2 ,  m a y  b e  c o n s i d e r e d  a s  a s p e c i a l  c a s e
w h e r e  all t h e  c u l t i v a t e d  l a n d  h a p p e n s  to b e  u n i f o r m l y  of
t h e  b e s t  q u a l i t y  a v a i l a b l e ,  w h i c h  is t h e r e f o r e  t h e
m a r g i n a l  q u a l i t y  of l a n d  - t h u s  s =S-, =S >  0 •

m  1  a
H o w e v e r ,  a t  t h e  s a m e  t i m e ,  S m i t h  t a k e s  f o r  g r a n t e d  

t h a t  t h e r e  is r e d u n d a n t  l a n d  w h i c h  c o u l d  b e  c u l t i v a t e d ,  
s h o u l d  m o r e  c a p i t a l  b e  i n v e s t e d  in a g r i c u l t u r e  - e x c e p t  
f o r  p a r t i c u l a r  p r o d u c t s ,  e .g. w i n e s ,  t h a t  r e q u i r e  s p e c i a l  
t y p e s  of land, t h e  q u a n t i t y  of w h i c h  b e  " t o o  s m a l l  to 
s u p p l y  t h e  e f f e c t u a l  d e m a n d ” ( p . 175).

T h e r e  is n o  s u c h  s c a r c i t y  of l a n d  (v i s - ' a - v i s  
d e m a n d )  f o r  t h e  p r o d u c t i o n  of c o r n  a n d  o t h e r  p r o d u c t s  in



g e n e r a l .  T h e  r e n t  w h i c h  t h e y  pay, t h e r e f o r e ,  d o e s  n o t
a r i s e  f r o m  s c a r c i t y  of land. R a t h e r  it is t r a c e d  b y  S m i t h
to a p o s t u l a t e d  r e s i d u e  of t h e  s u r p l u s  p r o d u c e  in t h e
p r o d u c t i o n  of c o r n , " t h e  s u b s i s t e n c e  of t h e  l a b o u r e r "  -
t h i s  s u r p l u s  p r o d u c e  ( e x c e e d i n g  t h e  m a i n t e n a n c e  of t h e
l a b o u r e r s )  b e i n g  " t h e  o r i g i n a l  s o u r c e  of r e n t ” ( p . 1 8 2 ) .
All t h e  a l t e r n a t i v e  u s e s  of l a n d  m u s t  a l s o  p a y  r e n t ,
o t h e r w i s e  t h e  l a n d  w o u l d  b e  u s e d  f o r  p r o d u c i n g  c o r n
( w h i c h  c r e a t e s  its o w n  d e m a n d ) .

S m i t h  s e e m s  t h e r e f o r e  to h a v e  o v e r l o o k e d  t h e
i m p l i c a t i o n  t h a t ,  u n d e r  h i s  o w n  g e n e r a l  a s s u m p t i o n  of
c o m p e t i t i v e  b e h a v i o u r ,  t h e  c o m p e t i t i o n  of r e d u n d a n t  land,
i.e. t h e  e x c e s s  s u p p l y  of land, p r e v e n t s  a n y  c u l t i v a t e d
l a n d  of t h e  s a m e  q u a l i t y  f r o m  p a y i n g  r e n t  in t h e  l o n g
run. T h u s  S ^ =  0, a s  a c o n d i t i o n  of c o m p e t i t i v e  e q u i l i b r i u m

if t h e r e  is r e d u n d a n t  l a n d  of t h e  s a m e  q u a l i t y  as t h a t
of the marginal land.

However, if S m i t h ’s as s u m p t i o n  that S > 0  isin
relaxed, and the miss ing  co nditi on S = 0  is a d d e d  to his6 m
t h e o r y  of r e n t ,  t h i s  t h e o r y  b e c o m e s  o v e r - d e t e r m i n e d .  T h i s
p r o b l e m  c a n  b e  s e e n  in e q u a t i o n  XI fo r  j =  m  : t h e
m a g n i t u d e  of t h a t  is c o m p a t i b l e  w i t h  t h e  g i v e n
variables A ,N ,W and r will not be zero, except bym m
c h a n c e  - t h a t  is to say, e x c e p t  w h e n  t h e  m a r g i n a l  l a n d
h a p p e n s  b y  c h a n c e  to b e  of t h a t  q u a l i t y  f o r  w h i c h  t h e
surplus produce (A — N w) is just su f f i c i e n t  to pay

m  m
p r o f i t s  a t  t h e  g i v e n  r a t e  r , l e a v i n g  n o t h i n g  to b e
p a i d  a s  r e n t  ( s u p p o s i n g  t h e r e  is l a n d  of s u c h  a q u a l i t y
a m o n g  t h e  a v a i l a b l e  l a n d s ) .

T h i s  p r o b l e m ,  or r a t h e r  a s o l u t i o n  to t h i s  p r o b l e m ,  
c o n s t i t u t e s  t h e  e s s e n t i a l  d i f f e r e n c e  b e t w e e n  S m i t h ’ s 
t h e o r y  of r e n t  a n d  t h e  t h e o r i e s  of r e n t  a n d  p r o f i t s  t h a t  
R i c a r d o  p r e s e n t e d  in h i s  " E s s a y  o n  P r o f i t s "  ( 1 8 1 5 ) .  A s  
w i l l  b e  s e e n  in t h e  n e x t  c h a p t e r s ,  R i c a r d o ’ s " s o l u t i o n "
d i d  n o t  d e v e l o p  d i r e c t l y  f r o m  a r e c o g n i t i o n  of t h e
p r o b l e m  as s u c h ,  t h a t  is, as it a p p e a r s  in S m i t h ’ s
a r g u m e n t  on  r e n t .  R a t h e r ,  t h i s  a r g u m e n t  w a s  t a k e n  u p  b y  
Mai t h u s  in t h e  c o n t e x t  of hi s  " r a c e "  b e t w e e n  p o p u l a t i o n
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a n d  f o o d ,  a n d  it w a s  M a l t h u s ’ s t h e o r i z i n g  o n  t h e  
e x p a n s i o n  of f o o d  p r o d u c t i o n  t h a t  p r o v i d e d  t h e  i m m e d i a t e  
s t e p s  t o w a r d s  R i c a r d o ’ s o w n  f o r m u l a t i o n ,  i n c l u d i n g  t h e  
n o t i o n  of a n o - r e n t  m a r g i n a l  land.

B u t  it is c o n v e n i e n t  to p r e s e n t  R i c a r d o ’ s
f o r m u l a t i o n  a s  if it w e r e  i m m e d i a t e l y  d e r i v e d  f r o m  
S m i t h ’ s t h e o r y  of r e n t .  T h i s  is d o n e  in t h e  n e x t  c h a p t e r .



CHAPTER 4
R I C A R D O ’S E A R L Y  T H E O R Y  O F  P R O F I T S  ( 1 8 1 3 - 1 5 )

R i c a r d o ’ s " a g r i c u 1t u r a 1” t h e o r y  of p r o f i t s  w a s  
p u b l i s h e d  in h i s  E s s a y  o n  P r o f i t s  ( F e b r u a r y  1 8 1 5 ) .  A s  
n o t e d  b y  S r a f f a  ( 1 9 5 1 b , p . 3 - 5 ) ,  t h e  " e s s e n t i a l  e l e m e n t s ” 
of t h i s  t h e o r y  h a d  a l r e a d y  a p p e a r e d  in R i c a r d o ’ s l e t t e r s  
to Mai t h u s  of A u g u s t  1 8 1 3  a n d  in h i s  l e t t e r  to T r o w e r  of 
M a r c h  1 8 1 4 .  H i s  f o r m u l a t i o n  in t h i s  l e t t e r  to T r o w e r  is 
c o n s i d e r e d  in s e c t i o n  4 .3, b u t  t h i s  c h a p t e r  is g e n e r a l l y  
c o n c e n t r a t e d  o n  t h e  a r g u m e n t  of t h e  E s s a y  o n  P r o f i t s .

R i c a r d o ’ s e a r l y  t h e o r y  of p r o f i t s  m a y  b e  r e a d i l y  
p r e s e n t e d  as if it w e r e  i m m e d i a t e l y  d e r i v e d  f r o m  S m i t h ’ s 
t h e o r y  of r e n t  b y  i n c o r p o r a t i n g  t h e  c o n d i t i o n  t h a t  t h e  
m a r g i n a l  l a n d  p a y s  n o  r e n t .  T h i s  is d o n e  in s e c t i o n  4 . 2 .  
B e f o r e  t h a t ,  s e c t i o n  4. 1  g i v e s  a p r e l i m i n a r y  a c c o u n t  of a 
f e w  a s p e c t s  of R i c a r d o ' s  e a r l y  m e c h a n i s m  of p r o f i t  
d e t e r m i n a t i o n .  T h e  w o r k i n g  of t h i s  m e c h a n i s m  in t h e  
t e x t u a l  a r g u m e n t  of t h e  E s s a y  o n  P r o f i t s  is d e s c r i b e d  in 
s e c t i o n  4 . 3 .  T h e  u n d e r l y i n g  r a t i o n a l e ,  a s  i n t e r p r e t e d  b y  
S r a f f a  - i.e. t h e  c o n c e p t  of w a g e s  a s  c o n s i s t i n g  of f o o d  

is d i s c u s s e d  in s e c t i o n  4 . 4 ;  a n d  s e c t i o n  4 . 5  s p e c u l a t e s  
a b o u t  R i c a r d o ’ s a t t i t u d e  to t h i s  " r i d i c u l o u s  a s s u m p t i o n ” , 
a s  H i c k s  ( 1 9 8 5 )  r e f e r s  to it.

4 . 1 .  I n t r o d u c t i o n

In t h e  E s s a y  o n  P r o f i t s , t h e  g e n e r a l  r a t e  of p r o f i t s  
is m a d e  to d e p e n d  e x c l u s i v e l y  o n  t h e  r a t e  of r e a l  w a g e s  
( i n  t e r m s  of f o o d )  a n d  t h e  p r o d u c t i v i t y  of l a b o u r  in 
a g r i c u l t u r e ,  i.e. in th e  p r o d u c t i o n  of " f o o d ” or " c o r n ” .

T h e  r e a l  w a g e  r a t e  is s u p p o s e d  to b e  d e t e r m i n e d  m u c h  
in t h e  s a m e  w a y  as in S m i t h ’ s t h e o r y  of w a g e s ,  as 
d e s c r i b e d  in c h a p t e r  2 a b o v e .  T h e  a c c u m u l a t i o n  of c a p i t a l  
a n d  its i n c r e a s i n g  d e m a n d  fo r  l a b o u r  g i v e s  a s t i m u l u s  to 
p o p u l a t i o n ,  or r a t h e r  to t h e  s u p p l y  of l a b o u r e r s ,  b y  
k e e p i n g  r eal w a g e s  " h i g h "  ( I V , 3 5 ) ,  p r e s u m a b l y  a b o v e  " t h a t



r e m u n e r a t i o n  fo r  l a b o u r ,  w h i c h  is n e c e s s a r y  to t h e  a c t u a l  
s u b s i s t e n c e  of t h e  l a b o u r e r "  ( I V , 2 2 ) .  If " c a p i t a l  a n d
p o p u l a t i o n  a d v a n c e  in t h e  p r o p e r  p r o p o r t i o n ” , t h e n  " t h e
r e a l  w a g e s  of l a b o u r ,  c o n t i n u e  u n i f o r m l y  t h e  s a m e "  
(IV,12).

H o w e v e r ,  t h e  r a t e  of p r o f i t s  n o w  d e p e n d s  o n  t h e  r eal 
w a g e  r a t e ,  so t h a t  t h e r e  is a f e e d - b a c k  i n f l u e n c e  of t h e  
p r o f i t  r a t e  o n  t h e  d e m a n d  f o r  l a b o u r  a n d  t h e  r e a l  w a g e  
r a t e ,  v i a  t h e  r a t e  of g r o w t h  of c a p i t a l ,  w h i c h  d e p e n d s  on
t h e  r a t e  of p r o f i t s .  T h i s  i n f l u e n c e  is m e n t i o n e d  in t h e
E s  s a y  ( I V , 19 , n . ;35) , b u t  it is a b s t r a c t e d  in t h e  m a i n
c o u r s e  of t h e  a r g u m e n t ,  w h i c h  t r e a t s  t h e  l a b o u r  m a r k e t  as
e x o g e n o u s  f r o m  t h e  p o i n t  of v i e w  of p r o f i t  d e t e r m i n a t i o n .

T h e r e  r e m a i n s  a l i n k  of d e p e n d e n c e  of t h e  p r o f i t
r a t e  o n  t h e  g r o w t h  of c a p i t a l  a n d  p o p u l a t i o n ,  t h r o u g h  t h e
a g g r e g a t e  d e m a n d  f o r  f o o d  ( I V , 13). B u t  t h e  a r g u m e n t  is 
e s s e n t i a l l y  f o r m u l a t e d  in t e r m s  of d i f f e r e n t  q u a n t i t i e s  
d e m a n d e d ,  r a t h e r  t h a n  in t e r m s  of a c o n t i n u o u s l y
i n c r e a s i n g  d e m a n d .  In fac t ,  R. p r o c e e d s  b y  " j u m p i n g ”
b e t w e e n  e q u i l i b r i u m  s t a t e s  of c u l t i v a t i o n .  In t h e  m a i n
c o u r s e  of t h e  a r g u m e n t ,  h e  i m a g i n e s  c u l t i v a t i o n  to b e
s u c c e s s i v e l y  e x t e n d e d  to l e s s  f e r t i l e  or m o r e  d i s t a n t
e x p a n s e s  of lan d ;  b u t  he c o n s i d e r s  t h i s  p r o c e s s  to be
r e v e r s i b l e  in t h e  e v e n t  of i m p o r t a t i o n  of c h e a p e r  c o r n
( I V , 3 5 - 6 , 3 8 - 9 )  - w h i c h  is s u p p o s e d  n o t  t o  o c c u r
( I V , 1 6 , n. ) .

T h e r e f o r e ,  t h e  E s s a y ’ s a n a l y s i s  of " c h a n g e s "  in t h e
r a t e  of p r o f i t s  m a y  b e  f o r m a l l y  r e d u c e d  to o n e  of
c o m p a r a t i v e  s t a t i c s .  T h e  m e c h a n i s m  of p r o f i t
d e t e r m i n a t i o n  m a y  b e  d i s c o n n e c t e d  f r o m  t h e  d y n a m i c
m e c h a n i s m  of c a p i t a l  a c c u m u l a t i o n  a n d  p o p u l a t i o n  g r o w t h ,  
s o t h a t  t h e  r e a l  w a g e  r a t e  a n d  t h e  d e m a n d  f o r  f o o d  b e c o m e  
e x o g e n o u s  v a r i a b l e s .  T h e y  a r e  in f a c t  t r e a t e d  b y  R i c a r d o  
a s  i n d e p e n d e n t  v a r i a b l e s  in t h e  d e t e r m i n a t i o n  of t h e
g e n e r a l  r a t e  of p r o f i t s .
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4 . 2 .  T h e  m o d e  1

In t h e  E s s a y  o n  P r o f i t s . R i c a r d o  c o n s i d e r s  i n i t i a l l y  
a c a s e  w h e r e  all t h e  c u l t i v a t e d  l a n d  is ’’e q u a l l y  f e r t i l e ,  
a n d  e q u a l l y  w e l l  s i t u a t e d ” ( I V , 11). H e  l a t e r  i n t r o d u c e s
d i f f e r e n c e s  b e t w e e n  t h e  c u l t i v a t e d  l a n d s  in r e s p e c t  to 
f e r t i l i t y  or d i s t a n c e  f r o m  t h e  m a r k e t .

4 . 2 . 1 .  H o m o g e n e o u s  l a n d

R i c a r d o ’ s a n a l y s i s  m a y  be i m m e d i a t e l y  o b t a i n e d  f r o m  
S m i t h ’ s m o d e l  3 . 2  a b o v e .  If o n e  i d e n t i f i e s  a g r i c u l t u r e  
w i t h  t h e  p r o d u c t i o n  of c o m m o d i t y  a. , n a m e l y  ’’f o o d ” or 
’’c o r n ” , a n d  a c c o r d i n g l y  r e - d e f i n e s  t h e  o t h e r  c o m m o d i t i e s  
b , . . . , k  as t h e  p r o d u c t s  of o t h e r  t r a d e s ,  s u c h  as
m a n u f a c t u r e s  etc. - w h e r e  it is a s s u m e d  t h e r e  is n o  r e n t
- e q u a t i o n s  V I I I  m a y  be r e - w r i t t e n  as:

P = n w ( l  + r )  + sa a a
pb = nb w ( 1 + r ) 
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P k  =  \  W  ( 1 +  r  ^

w h e r e  n  = 1  . a
R i c a r d o  i n i t i a l l y  a b s t r a c t s  r e n t  b y  s u p p o s i n g  t h a t  

f e r t i l e  l a n d  is a f r e e  r e s o u r c e :
” In t h e  f i r s t  s e t t l i n g  of a c o u n t r y  r i c h  in f e r t i l e  land, 
a n d  w h i c h  m a y  b e  h a d  b y  a n y  o n e  w h o  c h o o s e s  to t a k e  it, 
t h e  w h o l e  p r o d u c e  a f t e r  d e d u c t i n g  t h e  o u t g o i n g s  b e l o n g i n g  
to  c u l t i v a t i o n ,  w i l l  b e  t h e  p r o f i t s  of c a p i t a l ,  a n d  w i l l  
b e l o n g  to t h e  o w n e r  of s u c h  c a p i t a l ,  w i t h o u t  a n y
d e d u c t i o n  w h a t e v e r  f o r  r e n t ” ( I V , 10)

B y  r e m o v a l  of S f r o m  e q u a t i o n s  X I I I ,  t h e y  c o m e  toa
e x p r e s s  R i c a r d o ’ s c o n d i t i o n s  of c o m p e t i t i v e  e q u i l i b r i u m ,  
as s t a t e d  in t h e  E s s a y :
’’[ ’’W h e r e v e r  c o m p e t i t i o n  c a n  h a v e  its f u l l  e f f e c t ,  a n d  t h e  
p r o d u c t i o n  of t h e  c o m m o d i t y  b e  n o t  l i m i t e d  b y  n a t u r e  
{e.g. p a r t i c u l a r  w i n e s ) ” ] t h e  p r i c e  of all c o m m o d i t i e s  is
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u l t i m a t e l y  r e g u l a t e d  b y  ... t h e  c o s t  of t h e i r  p r o d u c t i o n ,
i n c l u d i n g  t h e  g e n e r a l  p r o f i t s  of s t o c k "  ( I V , 1 9 - 2 0 ; 2 0 , n . )

□ n  t h e  o t h e r  h a n d ,  r e m o v i n g  s f r o m  i d e n t i t y  VI a n d
SL

r e - a r r a n g i n g  t e r m s  r e s u l t s  in:

w h e r e  n  a n d  W  a r e  c o n s i d e r e d  to b e  g i v e n ,  a n d  t h e r e f o r e  £1r is i p s o  f a c t o  d e t e r m i n e d  b y  d e f i n i t i o n  (no b e h a v i o u r a l  EL
a s s u m p t i o n  i n v o l v e d ) .  T h u s ,  r  is d e t e r m i n e d
i n d e p e n d e n t l y  of v a r i a b l e s  o t h e r  t h a n  n a n d  W, i.e. ofEL
v a r i a b l e s  s u c h  as t h e  r e l a t i v e  p r i c e s  of c o m m o d i t i e s ;  a n d
i n d e p e n d e n t l y  of c o n d i t i o n s  s u c h  as e q u a t i o n s  X I I I .  O n
t h e  c o n t r a r y ,  t h e  e n d o g e n o u s  v a r i a b l e s  in t h e s e  e q u a t i o n s
w i l l  h a v e  to c o n f o r m  to T .a

In t h e  a b s e n c e  of r e n t  ( S = 0  ), t h e  f i r s t  ofa
e q u a t i o n s  X I I I  i t s e l f  d e t e r m i n e s  t h e  g e n e r a l  r a t e  of
p r o f i t s ,  as  it i m p l i e s  t h a t  r=(l-n w)/n w; or, w h a t  isa a
t h e  s a m e  t h i n g ,  r=r . T h e r e f o r e ,  r d e p e n d s  o n  r , w h i c ha a
is i n d e p e n d e n t l y  d e t e r m i n e d .  In o t h e r  w o r d s ,  r  is
" r e g u l a t e d ” b y  T , a s  R i c a r d o  p u t s  it. T h e  r e m a i n i n ga
e q u a t i o n s  d e t e r m i n e  t h e  c o r n  v a l u e s  of t h e  r e s p e c t i v e
c o m m o d i t i e s  a t  s u c h  l e v e l s  t h a t  t h e  p r o f i t  r a t e s  in t h e  
r e m a i n i n g  t r a d e s  c o n f o r m  to t h e  r a t e  of p r o f i t s  in
a g r  i c u 1 t u r  e .

If r w e r e  c o n s i d e r e d  to be  g i v e n ,  a s  w e l 1 as  n a n dEL
W  - as in S m i t h ’ s t h e o r y  of r e n t  - t h e n  s y s t e m  X I I I  w o u l d  
b e  o v e r - d e t e r m i n e d ,  in t h e  a b s e n c e  of r e n t .  T h e  g e n e r a l  
r a t e  of p r o f i t s  w a s  i n s t e a d  c o n s i d e r e d  b y  R i c a r d o  a s  a n  
e n d o g e n o u s  v a r i a b l e ,  p r o f i t s  b e i n g  d e t e r m i n e d  a s  a 
r e s i d u e  o v e r  w a g e s  - a s  r e n t  is d e t e r m i n e d  in S m i t h ’ s 
t h e o r y  of r e n t  as a r e s i d u e  o v e r  w a g e s  a n d  p r o f i t s .

4 . 2 . 2 .  H e t e r o g e n e o u s  l a n d

W h e n  d i f f e r e n t  q u a l i t i e s  of l a n d  a r e  i n t r o d u c e d ,
R i c a r d o  t a k e s  f o r  g r a n t e d  t h a t  t h e r e  is n o  r e n t  on  t h e  
m a r g i n a l  land. T h i s  is p r e s u m a b l y  b a s e d  o n  t h e  a s s u m p t i o n
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t h a t  t h e  a v a i l a b l e  l a n d  is a b u n d a n t ,  t h o u g h  of g r a d u a l l y  
d i f f e r i n g  q u a l i t i e s ,  a n d  t h u s  r e n t  d o e s  n o t  a r i s e  f r o m  
s c a r c i t y  of l a n d  a s  a w h o l e .  In e a c h  of t h e  e q u i l i b r i u m  
s t a t e s  of c u l t i v a t i o n  w h i c h  a r e  c o n t e m p l a t e d  a n d
c o m p a r e d ,  t h e r e  a l w a y s  r e m a i n  r e d u n d a n t  p i e c e s  of l a n d  of 
t h e  s a m e  or s i m i l a r  q u a l i t y  as t h a t  of t h e  m a r g i n a l  land;  
t h e  l a t t e r  is t h u s  p r e v e n t e d  f r o m  e a r n i n g  a n y
c o n s i d e r a b l e  r e n t  in t h e  l o n g  run.

R i c a r d o  s e e m s  to h a v e  r e c o g n i z e d  t h a t ,  e v e n  w h e r e
all l a n d  h a s  b e c o m e  p r i v a t e  p r o p e r t y ,  t h i s  m o n o p o l y  c a n
o n l y  e a r n  a r e n t  f o r  t h e  p r o p r i e t o r s  if a c c o m p a n i e d  b y
s c a r c i t y  - as in S m i t h ’ s e x a m p l e  of l a n d  f i t  f o r
p a r t i c u l a r  w i n e s ,  w h i c h  R i c a r d o  m e n t i o n s  in t h e  E s s a y  
( I V , 20) as a c a s e  w h e r e  p r i c e  d i v e r g e s  f r o m  c o s t  of 
p r o d u c t i o n  (by i n c l u d i n g  r e n t ) .  A s  he  p u t s  it, in
c o n n e c t i o n  w i t h  t h e  p r o p o s i t i o n  t h a t  t h e  m a r g i n a l  l a n d
p a y s  n o  r e n t ,  in a l e t t e r  to M a l t h u s  of 13 F e b .  1 8 1 5
( w h e n  he w a s  a b o u t  to p u b l i s h  t h e  E s s a y ):
" T h e  e f f e c t s  of m o n o p o l y  [of l a n d ]  c a n n o t  I t h i n k  b e  f e l t
ti l l  n o  m o r e  l a n d  c a n  b e  a d v a n t a g e o u s l y  c u l t i v a t e d . "
( V I ,17 7 )

W h a t  a b o u t  r e n t s  o n  t h e  i n t r a - m a r g i n a l  lands'? T h e
E s s a y ’ s d e t e r m i n a t i o n  of s u c h  r e n t s  m a y  b e  p r e s e n t e d  as
1 f it w e r e  a m o d i f i c a t i o n  of S m i t h ’ s d e t e r m i n a t i o n  of
r e n t s  o n  h e t e r o g e n e o u s  l a n d  - as  d e s c r i b e d  in s e c t i o n  3 . 3
a b o v e  - t h e  m o d i f i c a t i o n  b e i n g  t h e  i n c o r p o r a t i o n  of t h e
c o n d i t i o n  t h a t  t h e  m a r g i n a l  l a n d  p a y s  n o  r e n t .  In e f f e c t ,
t h e  d e t e r m i n a t i o n  of r e n t s  a n d  p r o f i t s , a c c o r d i n g  to t h e
m a i n  c o u r s e  of t h e  a r g u m e n t  of t h e  E s s a y , m a y  b e
f o r m a l i z e d  b y  s u b s t i t u t i n g  e q u a t i o n s  XI in p l a c e  of t h e
f i r s t  of e q u a t i o n s  X I I I ,  a n d  a d d i n g  t h e  c o n d i t i o n  s =0>

HI
t h e r e b y  o b t a i n i n g :

s. = A . - N . w ( 1  + r )  j = 1,2,... ,m
2 3 2

p = n w ( 1 + r ) i = b,... , k XIV

s = 0  m



where A;j and Nj are c o n s i d e r e d  to be given data, as are
n.a n d  W  .1

T h u s  w e  h a v e  m+k e q u a t i o n s  w h i c h  d e t e r m i n e  m-fk
u n k n o w n s ,  n a m e l y  s ... s , p, , . . . , p. a n d  r.1’ * m V  ’ k

U n d e r  t h e  e q u i l i b r i u m  c o n d i t i o n  Sm =  t *"10
e q u a t i o n  of t h e  s y s t e m  i t s e l f  d e t e r m i n e s  t h e  g e n e r a l  r a t e  
of p r o f i t s ,  as it i m p l i e s  t h a t :

r = ( 1 - n w ) / n  w m  m

w h e r e  n a n d  W  a r e  g i v e n ,  a n d  t h u s  r  is d e t e r m i n e d .  T h e  m
g e n e r a l  r a t e  of p r o f i t  t h e r e f o r e  d e p e n d s  w h o l l y  o n  t h e
r a t e  of s u r p l u s  p r o d u c e  o n  t h e  m a r g i n a l  land, i.e.
(1-n w)/n W  . It d e p e n d s  e x c l u s i v e l y  o n  t h e  r a t e  of w a g e s  m  m
in t e r m s  of c o r n ,  a n d  t h e  p r o d u c t i v i t y  of l a b o u r  a t  t h e
m a r  g i n a 1 1 a n d .

□ n  t h e  m a r g i n a l  land, if t h e  p r e v a i l i n g  r a t e  of r e n t
is , t h e  p r o f i t  r a t e  w i l l  be, b y  d e f i n i t i o n :
r =(A - N  w-s )/N w . m  m  m  m  m

U n d e r  t h e  c o n d i t i o n  S =0, t h i s  r a t e  is e q u a l  tom
t h e  r a t e  of s u r p l u s  p r o d u c e ,  ^ " ”n jnW  ̂ n m W  * * ̂  * S
t h e r e f o r e  d e t e r m i n e d  i n d e p e n d e n t l y  of v a r i a b l e s  o t h e r
t h a n  a n d  W  ; a n d  i n d e p e n d e n t l y  of t h e  r e m a i n i n g
e q u a t i o n s  in t h e  s y s t e m .  T h e s e  e q u a t i o n s  d e t e r m i n e
r e s p e c t i v e l y  S_ , . . . , s , TL , • • . , T>, a t  s u c h  l e v e l s  t h a t  1 ’ ’ m-l’-^V 1 k
t h e  p r o f i t  r a t e s  e v e r y w h e r e  e l s e  c o n f o r m  to t h e  r a t e  of
p r o f i t s  o n  t h e  m a r g i n a l  land. A s  R i c a r d o  p u t s  it in t h e
E s s a y :
" t h e  g e n e r a l  p r o f i t s  of s t o c k  b e i n g  r e g u l a t e d  b y  t h e  
p r o f i t s  m a d e  o n  t h e  l e a s t  p r o f i t a b l e  e m p l o y m e n t  of 
c a p i t a l  o n  a g r i c u l t u r e "  ( I V , 13)

B y  " t h e  l e a s t  p r o f i t a b l e  e m p l o y m e n t  of c a p i t a l  o n  
a g r i c u l t u r e "  R i c a r d o  g e n e r a l l y  r e f e r s  to t h e  e m p l o y m e n t  
of c a p i t a l  o n  t h e  m a r g i n a l  l a n d  ( I V , 3 8 - 9 ) ,  or o n  t h e  " n e w  
l a n d "  b r o u g h t  i n t o  c u l t i v a t i o n  ( I V , 1 5 - 6 , n.), or o n  t h e  
c u l t i v a t e d  l a n d  " w h i c h  h a s  t h e  w o r s t  o r i g i n a l  q u a l i t i e s  
a n d  p o w e r s "  ( I V , 24). H e  c o n s i d e r s  t h i s  q u a l i t y  of l a n d  to 
b e  d e t e r m i n e d  - g i v e n  t h e  a v a i l a b l e  q u a n t i t i e s  of l a n d  of



v a r i o u s  q u a l i t i e s  - as s o o n  a s  t h e  d e m a n d  f o r  f o o d  is 
a l s o  g i v e n  ( I V , 1 3 , 2 4 ) ;  w h i c h  i m p l i e s  t h a t  t h e  q u a n t i t y  of 
f o o d  p e r  a c r e  of l a n d  of e a c h  q u a l i t y  ( A_. in t h e
e q u a t i o n s  a b o v e )  is g i v e n .  T h i s  is, in f a c t ,  t h e  g e n e r a l  
a s s u m p t i o n  t h r o u g h o u t  t h e  E s s a y , a n d  p a r t i c u l a r l y  in t h e  
T a b l e  ( I V , 17), w h i c h  b e l o n g s  to t h e  m a i n  c o u r s e  of t h e  
t h e o r e t i c a l  a r g u m e n t .

H o w e v e r ,  R i c a r d o  a d m i t s  e n  p a s s a n t  t h e  i n c r e a s e  of
t h e  p r o d u c t  p e r  a c r e ,  a t  a d i m i n i s h i n g  r a t e  of i n c r e a s e ,  
f r o m  s u c c e s s i v e  a d d i t i o n s  of c a p i t a l  to t h e  s a m e  p l o t  of 
l a n d  - a d d i t i o n s  of c a p i t a l  i m p l y i n g  p r o p o r t i o n a l
a d d i t i o n s  of l a b o u r  ( I V , 1 4 - 5 ) .  A t  t h e  s a m e  t i m e  a n d  
p l a c e ,  h e  m e n t i o n s  d i f f e r e n t i a l  r e n t  b a s e d  o n  t h i s  k i n d
of d i m i n i s h i n g  r e t u r n s . T h i s  n e w  p r i n c i p l e  of r e n t  h a d  
b e e n  f o r m u l a t e d  b y  M a l t h u s  in t h e  I n q u i r y  i n t o  R e n t
( 1 8 1 5 a ) ,  p u b l i s h e d  b e f o r e  R i c a r d o ' s  E s s a y  on P r o f i t s . In 
t h e  P r e f a c e  to h i s  P r i n c i p l e s . R i c a r d o  m a k e s  a g e n e r a l  
a c k n o w l e d g e m e n t  to Mai t h u s ’ s I n q u i r y  i n t o  R e n t  f o r  " t h e  
t r u e  d o c t r i n e  of r e n t "  ( 1 , 5 ) ,  b u t  h e  is m o r e  s p e c i f i c  in 
a l e t t e r  to M a l t h u s  of 13 F e b .  1 8 1 5 :
" Y o u  h a v e  y o u r s e l f  s a i d ,  a n d  I v e r y  m u c h  a d m i r e  t h e
p a s s a g e ,  t h a t  t h e  l a s t  p o r t i o n  of c a p i t a l  e m p l o y e d  o n  t h e  
1 a n d  y i e l d s  o n l y  t h e  c o m m o n  p r o f i t s  of s t o c k ,  a n d  d o e s  
n o t  a f f o r d  a n y  r e n t "  ( V I , 177)
A n  e d i t o r i a l  n o t e  to t h i s  l e t t e r  ( V I , 1 7 7 , n.) r e f e r s  t h e
r e a d e r  to a p a s s a g e  in M a l t h u s ' s  I n q u i r y  i n t o  R e n t
( 1 8 1 5 a , p . 1 1 6 , n . ), w h e r e  it is a s s e r t e d  t h a t  t h e  " l a n d  
w h i c h  is s u c c e s s i v e l y  t a k e n  i n t o  c u l t i v a t i o n "  m a y  o n l y  
p a y  a " f a i r  p r o f i t  o n  t h e  s t o c k  e m p l o y e d " ,  a n d  n o  r e n t .
B u t  M a l t h u s  a l s o  s t a t e s  a m a r g i n a l  p r i n c i p l e  of p r o f i t  
m a x i m i z a t i o n ,  a c c o r d i n g  to w h i c h  t h e  f a r m e r  w o u l d  e m p l o y
a d d i t i o n a l  c a p i t a l  o n  h i s  l a n d  u n t i l  " i t  w o u l d  r e t u r n
o n l y  t h e  c o m m o n  p r o f i t s  of s t o c k ,  w i t h  l i t t l e  or n o  
r e n t " ;  or u n t i l  " t h e  a d d i t i o n a l  p r o d u c e  r e s u l t i n g  f r o m  it

1 In t h e  P r i n c i p l e s . R i c a r d o  e m p h a s i z e s  t h i s  p r i n c i p l e  of 
d i f f e r e n t i a l  r e n t  b a s e d  on " i n t e n s i v e "  d i m i n i s h i n g
r e t u r n s .  S e e  W o r k s , vol. I , p p . 3 2 8 - 9 ; 4 1 2 - 3 , n .
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w i l l  f u l l y  r e p a y  t h e  p r o f i t s  of h i s  s t o c k ,  a l t h o u g h  it
y i e l d s  n o t h i n g  to h i s  l a n d l o r d ” (Mai t h u s ,  1 8 1 5 a , p . 1 3 2 - 3 ) .

T h e r e f o r e ,  w h e n  R i c a r d o  s t a t e s  in t h e  E s s a y  on  
P r o f i t s  t h a t  t h e  g e n e r a l  r a t e  of p r o f i t  is r e g u l a t e d  b y
t h e  p r o f i t  r a t e  of n t h e  l a s t  p o r t i o n  of c a p i t a l  e m p l o y e d  
o n  t h e  l a n d ” ( I V , 21), he m a y  b e  r e f e r r i n g  to t h e
’’i n t e n s i v e ” as w e l l  as to t h e  ’’e x t e n s i v e ” m a r g i n  of
c u 1 t i v a t  i o n .

4 . 3 .  T h e  t e x t u a l  a r g u m e n t

As n o t e d  b y  S r a f f a  ( 1 9 5  l b , p . 3 - 5 ) ,  t h e  e s s e n t i a l
e l e m e n t s  of t h e  t h e o r y  of p r o f i t s  p r e s e n t e d  in t h e  E s s a y  
o n  P r o f i t s  ( F e b . 1 8 1 5 )  h a d  a l r e a d y  b e e n  d e v e l o p e d  b y  M a r c h  
1 8 1 4 ,  w h e n  R i c a r d o  h a d  w r i t t e n  s o m e  ’’p a p e r s  o n  t h e
p r o f i t s  of C a p i t a l ” , m e n t i o n e d  in a l e t t e r  f r o m  T r o w e r  of 
2 M ar. 1 8 1 4  ( V I , 1 0 2 ) .  T h e s e  p a p e r s  h a v e  n o t  s u r v i v e d ,  b u t  

as s u g g e s t e d  b y  S r a f f a  ( 1 9 5  l b , p . 4 , n . ;V I , 1 0 2 , n. ) - t h e i r
c o n t e n t s  m a y  h a v e  b e e n  i n c o r p o r a t e d ,  in r e v i s e d  f o r m ,  
i n t o  t h e  E s s a y  o n  P r o f i t s . A t  a n y  r a t e ,  in h i s  r e p l y  to
T r o w e r  of 8 M a r .  1814, R i c a r d o  b r i e f l y  s t a t e s  a n  a r g u m e n t

p r e s u m a b l y  d e v e l o p e d  in t h e  l o s t  m a n u s c r i p t  o n  p r o f i t s  
w h i c h  w a s  to r e - a p p e a r  as t h e  c o r e  of t h e  t h e o r e t i c a l  

a r g u m e n t  of t h e  E s s a y :
” in s h o r t  it is t h e  p r o f i t s  of t h e  f a r m e r  w h i c h  r e g u l a t e
t h e  p r o f i t s  of all o t h e r  t r a d e s ,  - a n d  a s  t h e  p r o f i t s  of
t h e  f a r m e r  m u s t  n e c e s s a r i l y  d e c r e a s e  w i t h  e v e r y
a u g m e n t a t i o n  of C a p i t a l  e m p l o y e d  o n  t h e  l a n d  [ p r e s u m a b l y
f r o m  d i m i n i s h e d  p r o d u c t i v i t y  of l a b o u r ] ,  p r o v i d e d  n o
i m p r o v e m e n t s  b e  a t  t h e  s a m e  t i m e  m a d e  in h u s b a n d r y ,  all
o t h e r  p r o f i t s  m u s t  d i m i n i s h ” ( V I , 1 08)

T h i s  is e n l a r g e d  in t h e  E s s a y , b y  a d m i t t i n g  t h a t  t h e
p r o f i t s  of t h e  f a r m e r  m i g h t  b e  i n c r e a s e d  f r o m  a f a l l  in
t h e  r e a l  w a g e  r a t e  as w e l l  a s  f r o m  i m p r o v e m e n t s  in
a g r i c u l t u r e  (IV, 11). T h u s ,  it m a y  b e  i n f e r r e d ,  g e n e r a  1 
p r o f i t s  m u s t  f a l l ,  u n l e s s  t h e r e  a r e  i m p r o v e m e n t s  in 
a g r i c u l t u r e  a n d / o r  real w a g e s  f a l l  - ” t h e  g e n e r a l  p r o f i t s  
of s t o c k  b e i n g  r e g u l a t e d  b y  t h e  p r o f i t s  m a d e  o n  t h e  l e a s t
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p r o f i t a b l e  e m p l o y m e n t  of c a p i t a l  o n  a g r i c u l t u r e "  ( I V , 13). 
H e n c e  t h e  c o n c l u s i o n :
"I t h i n k  it m a y  b e  m o s t  s a t i s f a c t o r i l y  p r o v e d ,  t h a t  in 
e v e r y  s o c i e t y  a d v a n c i n g  in w e a l t h  a n d  p o p u l a t i o n ,  
i n d e p e n d e n t l y  of t h e  e f f e c t  p r o d u c e d  b y  l i b e r a l  or s c a n t y  
[ r e a l ]  w a g e s ,  g e n e r a l  p r o f i t s  m u s t  f a l l ,  u n l e s s  t h e r e  b e
i m p r o v e m e n t s  in a g r i c u l t u r e  t i n  t h e  a b s e n c e  of
i m p o r t a t i o n  of c o r n ] "  ( I V , 23)

T h a t  t h i s  c o n c l u s i o n  is l o g i c a l l y  c o n n e c t e d  w i t h  t h e  
p r o p o s i t i o n  t h a t  " i t  is t h e  p r o f i t s  of t h e  f a r m e r  w h i c h  
r e g u l a t e  t h e  p r o f i t s  of all o t h e r  t r a d e s "  - p r e s u m a b l y  as 
a c o r o l l a r y ,  as in t h e  l e t t e r  to T r o w e r  of M a r c h  1 8 1 4  - 
is s h o w n  b y  t h e  f a c t  t h a t  R i c a r d o  a d d s :
" T h i s  p r i n c i p l e  w i l l ,  h o w e v e r ,  n o t  b e  r e a d i l y  a d m i t t e d  b y  
t h o s e  w h o  a s c r i b e  to t h e  e x t e n s i o n  of c o m m e r c e ,  a n d  
d i s c o v e r y  of n e w  m a r k e t s ,  w h e r e  o u r  c o m m o d i t i e s  c a n  b e  
s o l d  d e a r e r ,  a n d  f o r e i g n  c o m m o d i t i e s  c a n  b e  b o u g h t  
c h e a p e r ,  t h e  p r o g r e s s  of p r o f i t s ,  w i t h o u t  a n y  r e f e r e n c e  
w h a t e v e r  to t h e  s t a t e  of t h e  land, a n d  t h e  r a t e  of p r o f i t  
o b t a i n e d  o n  t h e  l a s t  p o r t i o n s  of c a p i t a l  e m p l o y e d  u p o n
it. N o t h i n g  is m o r e  c o m m o n  t h a n  to  h e a r  it a s s e r t e d ,  t h a t  
p r o f i t s  o n  a g r i c u l t u r e  n o  m o r e  r e g u l a t e  t h e  p r o f i t s  of 
c o m m e r c e ,  t h a n  t h a t  t h e  p r o f i t s  of c o m m e r c e  r e g u l a t e  t h e  
p r o f i t s  o n  a g r i c u l t u r e "  ( I V , 23).

In t h e  l e t t e r  to T r o w e r  of M a r c h  1 8 1 4 ,  h e  h a d  a d d e d
t h e  f o l l o w i n g  c o m m e n t  to t h e  s t a t e m e n t  j u s t  q u o t e d  a b o v e
f r o m  t h i s  l e t t e r :
" T o  t h i s  p r o p o s i t i o n  Mr. M a l t h u s  d o e s  n o t  a g r e e .  He  
t h i n k s . . .  t h r t  t h e  p r o f i t s  of t h e  f a r m e r  n o  m o r e  r e g u l a t e  
t h e  p r o f i t s  of o t h e r  t r a d e s ,  t h a n  t h e  p r o f i t s  of o t h e r
t r a d e s  r e g u l a t e  t h e  p r o f i t s  of  t h e  f a r m e r ,  a n d  
c o n s e q u e n t l y  if n e w  m a r k e t s  a r e  d i s c o v e r e d ,  in w h i c h  we 
c a n  o b t a i n  a g r e a t e r  q u a n t i t y  of f o r e i g n  c o m m o d i t i e s  in 
e x c h a n g e  f o r  o u r  c o m m o d i t i e s ,  t h a n  b e f o r e  t h e  d i s c o v e r y  
of s u c h  m a r k e t s ,  p r o f i t s  w i l l  i n c r e a s e "  (VI, 1 0 4 ) .

In t h e  E s s a y , R i c a r d o  p r o c e e d s  to  d e m o n s t r a t e
( I V , 2 3 - 4 ; 2 4 , n . ) t h a t  t h e  e x t e n s i o n  of c o m m e r c e  w i l l  n o t  
r a i s e  t h e  r a t e  of p r o f i t s  on c o m m e r c i a l  c a p i t a l  b e c a u s e



it w i l l  n o t  a f f e c t  t h e  r a t e  of p r o f i t s  o n  a g r i c u l t u r e :  
" w i t h  t h e  s a m e  p o p u l a t i o n  a n d  c a p i t a l  [so t h a t  " t h e  
d e m a n d  f o r  f o o d  is b y  t h e  s u p p o s i t i o n  n o t  d i m i n i s h e d " ] ,  
w h i l s t  n o n e  of t h e  a g r i c u l t u r a l  c a p i t a l  is w i t h d r a w n  f r o m  
t h e  c u l t i v a t i o n  of t h e  l a n d " ,  t h e  m a r g i n a l  l a n d  w i l l  b e  
of t h e  s a m e  q u a l i t y ,  a n d  t h u s  t h e  p r o f i t  r a t e  a t  t h i s  
m a r g i n a l ,  n o - r e n t  l a n d  w i l l  b e  t h e  s a m e .  T h e  p r i n c i p l e s  
w h i c h  r e g u l a t e  r e n t  e n s u r e  t h a t  t h i s  r a t e  of p r o f i t  w i l l  
a l s o  p r e v a i l  a t  t h e  i n t r a - m a r g i n a l  l a n d s .  T h e r e f o r e :  
" e i t h e r  t h e n  it m u s t  b e  c o n t e n d e d ,  w h i c h  is a t  v a r i a n c e  
w i t h  all t h e  p r i n c i p l e s  of p o l i t i c a l  e c o n o m y ,  t h a t  t h e  
p r o f i t s  o n  c o m m e r c i a l  c a p i t a l  w i l l  r i s e  c o n s i d e r a b l y ,  
w h i l s t  t h e  p r o f i t s  o n  a g r i c u l t u r a l  c a p i t a l  s u f f e r  n o  
a l t e r a t i o n ,  or t h a t ,  u n d e r  s u c h  c i r c u m s t a n c e s ,  t h e
p r o f i t s  o n  c o m m e r c e  w i l l  n o t  r i s e .  It is t h i s  l a t t e r  
o p i n i o n  w h i c h  I c o n s i d e r  as th e  t r u e  o n e . "  ( I V , 24)

T h i s  d e m o n s t r a t i o n  is b a s e d  o n  t h e  s u p p o s i t i o n  t h a t  
t h e  r a t e  of p r o f i t s  a t  t h e  m a r g i n a l ,  n o - r e n t  l a n d  is 
i n d e p e n d e n t l y  d e t e r m i n e d  o n c e  t h e  q u a l i t y  of t h e  m a r g i n a l  
l a n d  is k n o w n .  T h i s  is n o t  e x p l i c i t l y  d e m o n s t r a t e d  in t h e  
E s s a y , b u t  s o m e  s t e p s  i n v o l v e d  m a y  b e  f o u n d  s c a t t e r e d  in 
t h e  a r g u m e n t .

T h e  r a t e  of p r o f i t s  of t h e  f a r m e r  is m a d e  to d e p e n d  
e n t i r e l y  o n  " t h e  p r o d u c e  c o m p a r e d  w i t h  t h e  c o s t  of 
p r o d u c t i o n  o n  t h e  l a n d " .  T h u s ,  t h e  p r o p o s i t i o n  t h a t  t h e
e x t e n s i o n  of c o m m e r c e  w i l l  n o t  r a i s e  t h e  r a t e  of p r o f i t s  
o n  c o m m e r c i a l  c a p i t a l ,  b e c a u s e  it w i l l  n o t  a f f e c t  t h e
r a t e  of______ p r o f i t s  o n  a g r i c u l t u r a l  c a p i t a l ,  is
" d e m o n s t r a t e d "  a g a i n  in t h e  f o l l o w i n g  t e r m s :
" t h e  e x t e n s i o n  of c o m m e r c e . . .  t h e  d i v i s i o n  of l a b o u r  in 
m a n u f a c t u r e s . . .  t h e  d i s c o v e r y  of m a c h i n e r y . . .  t h e y  h a v e  
n o  e f f e c t  o n  t h e  [ g e n e r a l ]  r a t e  of p r o f i t s ,  b e c a u s e  t h e y  
d o  n o t  a u g m e n t  t h e  p r o d u c e  c o m p a r e d  w i t h  t h e  c o s t  of 
p r o d u c t i o n  o n  t h e  land, a n d  it is i m p o s s i b l e  t h a t  a ll
o t h e r  p r o f i t s  s h o u l d  r i s e  w h i l s t  t h e  p r o f i t s  o n  l a n d  a r e
e i t h e r  s t a t i o n a r y ,  or r e t r o g r a d e "  ( I V , 2 5 - 6 )

W h a t ,  t h e n ,  c a n  a l t e r  " t h e  p r o d u c e  c o m p a r e d  w i t h  t h e  
c o s t  of p r o d u c t i o n  o n  t h e  l a n d "  ? O n l y  t w o  f a c t o r s  a r e
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a d m i t t e d :  p r o d u c t i v i t y  of l a b o u r  on t h e  l and a n d  t h e  r e a l
w a g e  r a t e .  In f a c t ,  n c o s t  of p r o d u c t i o n ” is t r e a t e d  a s  if 
it c o n s i s t e d  o n l y  of w a g e s ;  " c i r c u l a t i n g  c a p i t a l ” is 
t r e a t e d  a s  e q u i v a l e n t  to c o s t  of p r o d u c t i o n ,  a s  if it 
c o n s i s t e d  o n l y  of w a g e s  a d v a n c e d .  T h e  real w a g e  r a t e  is 
e x p r e s s e d  or " e s t i m a t e d ” in c o r n ,  i.e. it is e x p r e s s e d  in 
t e r m s  of t h e  a g r i c u l t u r a l  p r o d u c t .  T h u s  a r i s e  or f a l l  in 
t h i s  w a g e  r a t e ,  l i k e  a c h a n g e  in t h e  p r o d u c t i v i t y  of 
l a b o u r ,  i m p l i e s  a r i s e  or f all in t h e  c o r n  v a l u e  of t h e  
c i r c u l a t i n g  c a p i t a l  e m p l o y e d  o n  t h e  l a n d  c o m p a r e d  w i t h  
t h e  p r o d u c e  o b t a i n e d  ( I V , 11). In o t h e r  w o r d s ,  a c h a n g e  in 
t h e  c o r n  p r i c e  of l a b o u r ,  l i k e  a c h a n g e  in it s  
p r o d u c t i v i t y ,  i m p l i e s  a c h a n g e  in " t h e  p r o d u c e  c o m p a r e d  
w i t h  t h e  c o s t  of p r o d u c t i o n  o n  t h e  l a n d ” - o n  w h i c h  t h e  
r a t e  of p r o f i t s  o n  t h e  l a n d  is s u p p o s e d  to d e p e n d .

It f o l l o w s  t h a t  t h e  r a t e  of p r o f i t s  o n  t h e  m a r g i n a l  
land, a n d  t h e r e f o r e  t h e  g e n e r a l  r a t e  of p r o f i t s ,  d e p e n d  
o n l y  o n  t h e  p r o d u c t i v i t y  of l a b o u r  in a g r i c u l t u r e  a n d  t h e  
r e a l  w a g e  r a t e .  H e n c e  R i c a r d o ’ s c o n c l u s i o n  t h a t  - a s
c u l t i v a t i o n  is e x t e n d e d  to m o r e  d i s t a n t  or l e s s  f e r t i l e  
l a n d s  - " i n d e p e n d e n t l y  of t h e  e f f e c t  p r o d u c e d  b y  l i b e r a l  
or s c a n t y  w a g e s ,  g e n e r a l  p r o f i t s  m u s t  f a l l ,  u n l e s s  t h e r e
b e  i m p r o v e m e n t s  in a g r i c u l t u r e ” ( I V , 23 ) .  " I m p r o v e m e n t s  in 
a g r i c u l t u r e ” s h a l l  " a f f o r d  t h e  s a m e  p r o d u c e  w i t h  l e s s  
l a b o u r ” , t h e r e b y  c o m p e n s a t i n g  f o r  t h e  i n c r e a s i n g
" d i f f i c u l t y ” of p r o d u c i n g  f o o d ,  as  " m o r e  l a b o u r e r s  w o u l d
b e  e m p l o y e d  o n  t h e  m o r e  d i s t a n t  or l ess f e r t i l e  land, in
o r d e r  to o b t a i n  t h e  s a m e  s u p p l y  of r a w  p r o d u c e "  
( I V , 1 9 - 2 0 , 1 8 ) .

C h a n g e s  in t h e  p r o d u c t i v i t y  of a g r i c u l t u r a l  l a b o u r
n o t  o n l y  i n c r e a s e  or  d i m i n i s h  " t h e  p r o d u c e  c o m p a r e d  w i t h  
t h e  c o s t  of p r o d u c t i o n  o n  t h e  l a n d "  a n d  t h e r e f o r e  t h e  
r a t e  of p r o f i t s  o n  a g r i c u l t u r e ,  b u t  a l s o  r a i s e  or l o w e r
t h e  e x c h a n g e a b l e  v a l u e  of c o r n  in t e r m s  of all o t h e r
c o m m o d i t i e s  - a n d  p a r t i c u l a r l y  in t e r m s  of g o l d  a n d  
s i l v e r ,  t h a t  is to say, in t e r m s  of m o n e y
( I V , 1 9 - 2 0 ; V I , 114) . M o r e o v e r ,  t h e  m o n e y  p r i c e  of l a b o u r  
m u s t  r i s e  or f a l l  if t h e  m o n e y  p r i c e  of c o r n  is r a i s e d  or



l o w e r e d ,  so as to r e s t o r e  t h e  s a m e  r a t e  of w a g e s  in t e r m s
of c o r n .  It is in t h i s  w a y  t h a t  t h e  p r o f i t  r a t e s  of o t h e r
s e c t o r s  a r e  b r o u g h t  to t h e  s a m e  level as t h a t  of
a g r i c u l t u r e .  As R i c a r d o  e x p l a i n s  in a l e t t e r  to M a l t h u s
of 17 M a r .  1 8 1 5 :
" I t  is b y  t h e  r i s e  of t h e  p r i c e  of c o r n  t h a t  a l 1 o t h e r
p r o f i t s  a r e  r e g u l a t e d  to a g r i c u l t u r a l  p r o f i t s .  If t h e  
p r i c e  of c o r n  r e m a i n e d  low m o n e y  w a g e s  w o u l d  n o t  r i s e  a n d  
g e n e r a l  p r o f i t s  c o u l d  n o t  f a l l "  ( V I , 194)

In t h e  E s s a y , R i c a r d o  t h i n k s  t h a t  t h e  m o n e y  p r i c e s
of o t h e r  c o m m o d i t i e s  w o u l d  b e  l e f t  u n a l t e r e d  b y  a r i s e  of 
t h e  m o n e y  p r i c e s  of c o r n  a n d  l a b o u r ,  w h i c h  w o u l d
t h e r e f o r e  s q u e e z e  p r o f i t s  o n  t h e i r  p r o d u c t i o n  ( I V , 1 9 - 2 0 ) .  
B e f o r e  t h e  E s s a y , as n o t e d  b y  S r a f f a  ( 1 9 5 1 a , p . x x x i i i ) ,  
R i c a r d o  h a d  s u b s c r i b e d  to t h e  v i e w  t h a t  a r i s e  in t h e  
m o n e y  p r i c e  of c o r n ,  t h r o u g h  it s  e f f e c t  u p o n  w a g e s ,  w o u l d  
b e  f o l l o w e d  b y  a r i s e  of all o t h e r  p r i c e s .  B u t ,  h a v i n g
a r r i v e d  a t  t h e  c o n c l u s i o n  t h a t  t h e  p r o f i t s  of a l l  o t h e r
t r a d e s  m u s t  b e  b r o u g h t  to t h e  s a m e  l e v e l  as  t h e  f a l l i n g
p r o f i t s  in t h e  g r o w i n g  of c o r n ,  he h a d  c o m e  to t h i n k  t h a t
t h e  p r i c e s  of o t h e r  c o m m o d i t i e s  w o u l d  n o t  i n c r e a s e  in t h e
s a m e  p r o p o r t i o n , f o r  s u c h  p r i c e  i n c r e a s e s  w o u l d  d i m i n i s h  
t h e  d e m a n d  f o r  t h e m  ( l e t t e r s  to M a l t h u s  of 2 6  J u n .
1 8 1 4 , V I , 1 08; 2 5  J u l .  1 8 1 4 , V I , 114; 11 A u g .  1 8 1 4 , V I , 1 2 0 ) .
In b o t h  c a s e s ,  t h e  p r i c e s  of all o t h e r  c o m m o d i t i e s  a r e
s u p p o s e d  to fal 1 re 1 a t  i v e  to t h e  p r i c e  of c o r n  - in o t h e r
w o r d s ,  t h e i r  v a l u e s  in t e r m s  of c o r n  a r e  s u p p o s e d  to f a l l  

so as to r e p r o d u c e  in all t h e  o t h e r  s e c t o r s  t h e  r a t e  of
p r o f i t s  of a g r i c u l t u r e ,  w h i c h  h a p p e n s  to b e  i n d e p e n d e n t l y
d e t e r m i n e d .

4 . 4 .  T h e  u n d e r l y i n g  r a t i o n a l e

W h y  is it t h a t  t h e  r a t e  of p r o f i t s  of a g r i c u 1t u r e , 
or m o r e  s p e c i f i c a l l y  " t h e  p r o d u c e  c o m p a r e d  w i t h  t h e  c o s t  
of p r o d u c t i o n "  on  t h e  l a n d , i s i n d e p e n d e n t  1y d e t e r m i n e d  
a n d  t h e r e f o r e  " r e g u l a t e s "  t h e  p r o f i t  r a t e s  of al l  o t h e r  
t r a d e s ,  or t h e  g e n e r a l  r a t e  of p r o f i t s  ?
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In R i c a r d o ’ s a r g u m e n t  o n  p r o f i t  d e t e r m i n a t i o n ,  as
d e s c r i b e d  in t h e  p r e v i o u s  s e c t i o n ,  " c o s t  of p r o d u c t i o n ”
c o n s i s t s  of w a g e s ;  a n d  t h e  w h o l e  a r g u m e n t  p o i n t s
l o g i c a l l y  t o w a r d s  a n  i m p l i c i t  p o s t u l a t e  t h a t  w a g e s  
c o n s i s t  of t h e  s a m e  c o m m o d i t y  as t h e  a g r i c u l t u r a l
p r o d u c e ,  n a m e l y  f o o d  or " c o r n "  - as i n t e r p r e t e d  b y  S r a f f a  
( 1 9 5 1 a ,  p . x x x i - i i i ;  1 9 6 0 , p . 9 3 ) .  T h e r e f o r e  ” t h e  p r o d u c e  
c o m p a r e d  w i t h  t h e  c o s t  of p r o d u c t i o n  on t h e  l a n d ” is a 
r a t i o  b e t w e e n  q u a n t i t i e s  of c o r n ,  a n d  is t h u s  d e t e r m i n e d  
i n d e p e n d e n t l y  of t h e  r e l a t i v e  p r i c e s  of c o m m o d i t i e s  a n d
of t h e  p r o f i t  r a t e s  e l s e w h e r e .

In t h e  a b s e n c e  of t h a t  p o s t u l a t e ,  t h e  p r o p o s i t i o n  
t h a t  g e n e r a l  p r o f i t s  a r e  r e g u l a t e d  b y  t h e  p r o f i t s  of
a g r i c u l t u r e  w o u l d  l a c k  a n y  ’’r a t i o n a l  f o u n d a t i o n ” , to u s e  
S r a f f a ’ s a p t  e x p r e s s i o n .  S o  w o u l d ,  t h e r e f o r e ,  t h e
p r o p o s i t i o n s  d e r i v e d  f r o m  it. T h e s e  i n c l u d e  w h a t  R i c a r d o  
c o n s i d e r s  to b e  ” a p r i n c i p l e  of g r e a t  i m p o r t a n c e ” w h i c h  
h e  b e l i e v e s  to h a v e  d i s c o v e r e d  - n a m e l y  t h a t  t h e  g e n e r a l  
r a t e  of p r o f i t s  is ’’r e g u l a t e d ” b y  t h e  ” d i f f i c u l t y ” or 
’’f a c i l i t y ” of p r o d u c i n g  f o o d  - t h e  r e a l  w a g e  r a t e  b e i n g
s u p p o s e d  to ’’c o n t i n u e  u n i f o r m l y  t h e  s a m e ” ( IV, 12; 13, n. ) .

T h e  a s s u m p t i o n  t h a t  w a g e s  c o n s i s t  of f o o d  or c o r n  is 
n o t  o n l y  u l t i m a t e l y  n e c e s s a r y  to d e m o n s t r a t e  t h e  m a i n  
t h e o r e m s ,  b u t  is a l s o  l o g i c a l l y  n e c e s s a r y  to m a k e  s e n s e
of t h e  f a c t  t h a t ,  on  t h e  o n e  h a n d ,  c i r c u l a t i n g  c a p i t a l ,  
i.e. w a g e s  a d v a n c e d ,  is e x p r e s s e d  in t e r m s  of c o r n ;  a n d
o n  t h e  o t h e r  h a n d ,  t h i s  c o r n  v a l u e  of c i r c u l a t i n g  c a p i t a l  
is s u p p o s e d  to b e  d e t e r m i n e d  i n d e p e n d e n t l y  of c h a n g e s  in
t h e  c o r n  v a l u e s  of all o t h e r  c o m m o d i t i e s  (as t h e  v a l u e  of
c o r n  r i s e s  or f a l l s  as a r e s u l t  of t h e  i n c r e a s e d
’’d i f f i c u l t y ” or " f a c i l i t y ” of p r o d u c t i o n ) .  A c c o r d i n g l y ,
t h e  w a g e  r a t e  in t e r m s  of c o r n  is c o n s i d e r e d  to be
d e t e r m i n e d  e x c l u s i v e l y  b y  t h e  d e m a n d  a n d  s u p p l y  of 
l a b o u r ,  i n d e p e n d e n t l y  of s u c h  v a l u e  c h a n g e s
( I V , 1 1 - 2 , 2 2 - 3 ) .  T h u s ,  t h e  r eal w a g e  r a t e  is n o t  o n l y
e x p r e s s e d  b u t  a l s o  d e t e r m i n e d  in t e r m s  of c o r n .

T h i s  s a m e  v i e w  of w a g e  d e t e r m i n a t i o n  a p p e a r s  in
t e r m s  of m o n e y  p r i c e s :  t h e  m o n e y  p r i c e  of l a b o u r  is
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s u p p o s e d  to i n c r e a s e ,  e x c e p t  t e m p o r a r i l y  ( V I , 1 4 6 ) ,  in 
t h e  s a m e  p r o p o r t i o n  a s  t h e  m o n e y  p r i c e  of c o r n ; a n d  
c o n c u r r e n t l y  t h e  m o n e y  p r i c e s  of all o t h e r  c o m m o d i t i e s  
a r e  s u p p o s e d  n o t  to i n c r e a s e  in t h e  s a m e  p r o p o r t i o n  as
t h e  m o n e y  p r i c e s  of c o r n  a n d  l a b o u r .  T h e y  a r e  e i t h e r
s u p p o s e d  to r e m a i n  u n c h a n g e d  (as in t h e  E s s a y ) or to 
i n c r e a s e  b y  a l o w e r  p r o p o r t i o n  (as in t h e  c o r r e s p o n d e n c e  
of m i d - 1 8 1 4 ) .  A g a i n ,  t h e r e  is n o  r e a s o n  w h y  t h i s  s h o u l d  
b e  so, u n l e s s  c o r n  is t h e  o n l y  c o m m o d i t y  c o n s u m e d  b y  t h e  
1a b o u r  e r .

N o  d o u b t  R i c a r d o  h a s  in m i n d  S m i t h ’ s p o s i t i o n  t h a t  
it is t h e  m o n e y  p r i c e  of c o r n  w h i c h  " r e g u l a t e s ” t h e  m o n e y  
p r i c e  of l a b o u r  - a p o s i t i o n  w h i c h  is b a s e d  o n  t h e  
v i r t u a l  r e d u c t i o n  of t h e  w a g e - b a s k e t  to a q u a n t i t y  of
f o o d  or (in E u r o p e )  c o r n ,  as  s h o w n  in s e c t i o n  2 . 4  a b o v e .  
T h i s  is t h e  r e a s o n  w h y  R i c a r d o  c o n c l u d e s  t h a t  a n  i n c r e a s e  
in t h e  g e n e r a l  r a t e  of p r o f i t s  c a n  n e v e r  t a k e  p l a c e
e x c e p t  in c o n s e q u e n c e  of c h e a p e r  f o o d  ( I V , 2 5 ) .

T h a t  R i c a r d o  t h o u g h t  of w a g e s  a s  c o n s i s t i n g  of f o o d  
is r e v e a l e d  w h e r e  he s u p p o s e s  a r i s e  of t h e  w a g e  r a t e  in 
t h e  f o l l o w i n g  t e r m s :
" S u p p o s i n g  t h a t  t h e  n a t u r e  of m a n  w a s  so a l t e r e d ,  t h a t  he 
r e q u i r e d  d o u b l e  t h e  q u a n t i t y  of f o o d  t h a t  is n o w
n e c e s s a r y  f o r  h i s  s u b s i s t e n c e ,  a n d  c o n s e q u e n t l y ,  t h a t  t h e  
e x p e n s e s  of c u l t i v a t i o n  w e r e  v e r y  g r e a t l y  i n c r e a s e d . "  
( I V , 15)
H e  t h e n  i n f e r s  t h a t  t h e  f a r m e r  w o u l d  b e  l eft w i t h  "a m u c h  
l e s s  s u r p l u s  p r o d u c e " .

E l s e w h e r e ,  a f all in t h e  " r e a l  w a g e s  of l a b o u r "
w o u l d  " e n a b l e  t h e  f a r m e r  to b r i n g  a g r e a t e r  e x c e s s  of
p r o d u c e  to m a r k e t "  ( I V , 22 ) .  A l s o ,  a f all in t h e  c o r n  
p r i c e  of l a b o u r  a n d / o r  i m p r o v e m e n t s  in a g r i c u l t u r e  " w h i c h  
s h a l l  a f f o r d  t h e  s a m e  p r o d u c e  w i t h  l e s s  l a b o u r "  ( I V , 19)
w o u l d  a u g m e n t  t h e  p r o d u c e  c o m p a r e d  w i t h  t h e  c o s t  of
p r o d u c t i o n  on t h e  l a n d  (IV, 11).

T h e r e  is a s i m i l a r  i n s t a n c e  in a l e t t e r  to M a l t h u s
of J u l y  1 8 1 4 ,  w h e r e  he r e f e r s  to t h e  i m p o s s i b i l i t y
( p r e s u m a b l y  g i v e n  t h e  " n a t u r e  of m a n " )  t h a t  " t h e
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l a b o u r e r s  w h o  a r e  e m p l o y e d  f o r  a h u n d r e d  d a y s  [ i n  t h e  
p r o d u c t i o n  of c o r n ]  w i l l  b e  s a t i s f i e d  w i t h  t h e  s a m e  
q u a n t i t y  of c o r n  for t h e i r  s u b s i s t e n c e  t h a t  t h e  [ s a m e  
n u m b e r  of] l a b o u r e r s  e m p l o y e d  fo r  f i f t y  h a d  b e f o r e ” - t h e  
f a r m e r ’ s " s h a r e " ,  or " t h e  c o r n  w h i c h  r e m a i n s  to h i m  a f t e r  
d e f r a y i n g  t h e  c h a r g e s  of p r o d u c t i o n " ,  d e p e n d i n g  o n  t h e  
p r o d u c e  c o m p a r e d  w i t h  t h e  c o n s u m p t i o n  n e c e s s a r y  f o r  th e  
s u b s i s t e n c e  of t h e  l a b o u r e r s  ( V I , 1 1 4 - 5 ) .

All t h e s e  i n s t a n c e s ,  c o n s i d e r e d  t o g e t h e r ,  s u g g e s t
t h a t  - b e h i n d  R i c a r d o ’ s e x p l i c i t  a r g u m e n t  in t e r m s  of
r a t e  of " r e a l  w a g e s " ,  " e x p e n s e s  of c u l t i v a t i o n " ,  " s u r p l u s  
p r o d u c e "  - t h e r e  is a r e a s o n i n g  w h i c h  i n v o l v e s  a q u a n t i t y  
of c o r n  c o n s u m e d  b y  t h e  l a b o u r e r ,  a q u a n t i t y  of c o r n  
c o n s u m e d  b y  t h e  l a b o u r e r s  e m p l o y e d  in t h e  p r o d u c t i o n  of 
c o r n ,  a n d  t h e  e x c e s s  of p r o d u c e  o v e r  t h e  c o n s u m p t i o n
n e c e s s a r y  f o r  s u c h  p r o d u c t i o n .  T h e r e f o r e ,  " t h e  p r o d u c e  
c o m p a r e d  w i t h  t h e  c o s t  of p r o d u c t i o n  o n  t h e  l a n d "  is 
d e t e r m i n e d  a s  a p r o p o r t i o n  b e t w e e n  p h y s i c a l  q u a n t i t i e s  of 
c o r n ,  i n d e p e n d e n t l y  of t h e  r e l a t i v e  p r i c e s  of
c o m m o d  i t i e s .

T h i s  " r a t i o n a l  f o u n d a t i o n "  of R i c a r d o ’ s p r o p o s i t i o n  
t h a t  " i t  is t h e  p r o f i t s  of t h e  f a r m e r  w h i c h  r e g u l a t e  t h e  
p r o f i t s  of al l  o t h e r  t r a d e s "  - a s  i n t e r p r e t e d  b y  S r a f f a  - 
is t h e r e f o r e  t h e  s a m e  as t h e  r a t i o n a l e  of S m i t h ’ s 
p r o p o s i t i o n  t h a t  " t h e  r e n t  a n d  p r o f i t  of c o r n  ... m u s t  
n a t u r a l l y  r e g u l a t e  ... t h e  r e n t  a n d  p r o f i t  of p a s t u r e  
[ a n d  of all o t h e r  c u l t i v a t e d  l a n d ] " .  In S m i t h ’ s t h e o r y  of 
r e n t ,  as  n o t e d  b y  M a r x  ( 1 9 0 5 - 1 0 , p . 3 5 4 - 5 ) ,  " r e n t  a n d  
p r o f i t  [ i n  t h e  p r o d u c t i o n  of f o o d ]  a p p e a r  a s  m e r e  s u r p l u s  
of t h e  p r o d u c t ,  a f t e r  t h a t  p a r t  of it h a s  b e e n  d e d u c t e d  
in k i n d  w h i c h  f e e d s  t h e  w o r k e r  ... [ S m i t h ]  d e r i v e s  r e n t  
f r o m  t h e  r a t i o  b e t w e e n  t h e  a m o u n t  of f o o d  y i e l d e d  b y  
a g r i c u l t u r e  a n d  t h e  a m o u n t  of f o o d  c o n s u m e d  b y  t h e  
a g r i c u l t u r a l  w o r k e r " .

M a r x  o b s e r v e s  ( l o c . c i t . )  t h a t  t h i s  " i s  r e a l l y  t h e  
p h y s i o c r a t i c  v i e w ,  w h i c h  is b a s e d  o n  t h e  f a c t  t h a t  in a n  
a g r i c u l t u r a l  c o u n t r y  m a n  l i v e s  a l m o s t  e x c l u s i v e l y  on t h e  
a g r i c u l t u r a l  p r o d u c t " .  F o r  h i s  p a r t ,  S r a f f a  ( 1 9 6 0 , p . 93)



o b s e r v e s  t h a t  " R i c a r d o ’ s v i e w  of t h e  d o m i n a n t  r o l e  of t h e  
f a r m e r ’ s p r o f i t s  ... a p p e a r s  to h a v e  a p o i n t  of c o n t a c t  
w i t h  t h e  P h y s i o c r a t i c  d o c t r i n e  of t h e  ’p r o d u i t  n e t ’ in s o  
f a r  as  t h e  l a t t e r  is b a s e d ,  as M a r x  h a s  p o i n t e d  out, o n  
t h e  ’ p h y s i c a l ’ n a t u r e  of t h e  s u r p l u s  in a g r i c u l t u r e  w h i c h  
t a k e s  t h e  f o r m  of a n  e x c e s s  of f o o d  p r o d u c e d  o v e r  t h e  
f o o d  a d v a n c e d  f o r  p r o d u c t i o n " .

D m i t r i e v  ( 1 8 9 8 )  d o e s  n o t  m e n t i o n  R i c a r d o ’ s E s s a y  o n  
P r o f i t s , b u t  d e r i v e s  t h e  " c o r n - r a t i o "  t h e o r y  of p r o f i t s  
a s  a s p e c i a l  c a s e  of t h e  t h e o r y  of p r o f i t s  w h i c h  he  f o u n d  
in R i c a r d o ’ s Pr  i n c  i p 1e s . D m i t r i e v  e x p l a i n s :
" w h e n e v e r  a k n o w n  q u a n t i t y  of s o m e  p r o d u c t  a [ e . g .  c o r n  
( p . 4 3 ) ]  h a s  b e e n  u s e d  u p  in t h e  p r o d u c t i o n  of a  a n d  w e  
c a n  o b t a i n  a l a r g e r  q u a n t i t y  of t h e  s a m e  p r o d u c t  w i t h i n  
s o m e  f i n i t e  p e r i o d  of t i m e  as a r e s u l t  of t h e  p r o d u c t i o n  
p r o c e s s ,  t h e  p r o f i t  r a t e  in t h e  g i v e n  b r a n c h  of i n d u s t r y  
w i l l  b e  a f u l l y - d e t e r m i n e d  q u a n t i t y  g r e a t e r  t h a n  z e r o ,  
i r r e s p e c t i v e  of t h e  p r i c e  of t h e  p r o d u c t  a . If t h e
p r o d u c t i o n  c o s t s  of t h e  o t h e r  g o o d s  ... a r e  r e d u c e d  i n 
t h e  f i n a l  a n a l y s i s  to t h e  s a m e  p r o d u c t  a , t h e  s a m e  
p r o f i t  r a t e  s h o u l d  a l s o  be  e s t a b l i s h e d  in t h e s e  b r a n c h e s  
u n d e r  c o n d i t i o n s  of f r e e  m o b i l i t y  f r o m  o n e  b r a n c h  of 
p r o d u c t i o n  to a n o t h e r "  ( p . 6 2 - 3 ) ̂

O n  t h e  a s s u m p t i o n  t h a t  t h e  w a g e - b a s k e t  c o n s i s t s  o n l y  
of f o o d ,  t h e  m o d e l  f o r m u l a t e d  in s e c t i o n  4 . 2  a b o v e  f r o m  
t h e  a r g u m e n t  of t h e  E s s a y  o n  P r o f i t s  b e c o m e s  i d e n t i c a l  
w i t h  a s p e c i a l  c a s e  of t h e  m o d e l  f o r m u l a t e d  b y  D m i t r i e v  
f r o m  R i c a r d o ’ s P r  i n c i p 1e s : t h e  s p e c i a l  c a s e  w h e r e  t h e r e  
is o n l y  o n e  w a g e - g o o d ,  l a b o u r  is t h e  o n l y  " i n p u t "  - or, 
a s  R i c a r d o  e x p r e s s e s  it in t h e  P r  i n c i  p i e s  ( 1 , 6 3 ) ,
p r o d u c t i o n  is m a d e  b y  " u n a s s i s t e d  l a b o u r "  - a n d  t h e  
p e r i o d  of p r o d u c t i o n  is t h e  s a m e  f o r  all c o m m o d i t i e s .  
R e f e r r i n g  to t h e  s p e c i a l  c a s e  b a s e d  o n  t h e

1 In t h i s  a n d  t h e  n e x t  q u o t a t i o n  f r o m  D m i t r i e v  ( 1 8 9 8 ) ,  
t h e  l e t t e r  a r e p l a c e s  t h e  G r e e k  l e t t e r  a l p h a  w h i c h
a p p e a r s  in t h e  o r i g i n a l  tex t .
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" s i m p 1 i f i c a t i o n ” t h a t  " a  w o r k e r  c o n s u m e s  o n e  p r o d u c t ,  
e .g. c o r n "  ( p . 4 3 ) ,  D m i t r i e v  o b s e r v e s :
" I t  is to R i c a r d o ’ s c r e d i t  t h a t  he w a s  t h e  f i r s t  to n o t e  
t h a t  t h e r e  is o n e  p r o d u c t i o n  e q u a t i o n  [ " p r o d u c t i o n  c o s t s "  
e q u a t i o n ]  b y  m e a n s  of w h i c h  w e  m a y  d e t e r m i n e  t h e
m a g n i t u d e  of r  [ t h e  g e n e r a l  r a t e  of p r o f i t s ]  d i r e c t l y  
(i.e. w i t h o u t  h a v i n g  r e c o u r s e  ... to t h e  o t h e r
e q u a t i o n s ) .  T h i s  e q u a t i o n  g i v e s  u s  t h e  p r o d u c t i o n
c o n d i t i o n s  of t h e  p r o d u c t  a. [ " i . e .  t h e  p r o d u c t  f o r m i n g  
t h e  e s s e n t i a l  m e a n s  of e x i s t e n c e  of t h e  l a b o u r e r " ] "  
( p . 59)
In t e r m s  of t h e  e q u a t i o n s  in s e c t i o n  4 . 2  a b o v e ,  t h e  f i r s t
of e q u a t i o n s  X I I I  i t s e l f  d e t e r m i n e s  t h e  g e n e r a l  r a t e  of
p r o f i t s  (in t h e  a b s e n c e  of r e n t ,  i.e. b e i n g  s =0) -£L
b e c a u s e  c o m m o d i t y  SL , or c o r n ,  is t h e  o n l y  w a g e - g o o d ;
a n d  n o t  m e r e l y  b e c a u s e  t h e  w a g e  r a t e  is e x o g e n o u s l y  g i v e n  
in t e r m s  of c o r n .

T h i s  " r a t i o n a l  f o u n d a t i o n "  of R i c a r d o ’ s p r o p o s i t i o n  
o n  t h e  d e t e r m i n i n g  r o l e  of t h e  p r o f i t s  of a g r i c u l t u r e  - 
a s  i n t e r p r e t e d  b y  S r a f f a  - is f u r t h e r  d i s c u s s e d  in t h e  
A p p e n d i x  v i s - ' a - v i s  s o m e  o b j e c t i o n s  r e c e n t l y  r a i s e d  b y  
H o l l a n d e r  ( 1 9 7 3 , 1 9 7 5 , 1 9 7 9 , 1 9 8 3 ) ,  R a n k i n  ( 1 9 8 4 ) ,  P e a c h  
( 1 9 8 4 , 1 9 8 8 )  a n d  F a c a r e l l o  ( 1 9 8 6 ) .

4 . 5 .  Pi g r e s s  i o n

A c c e p t i n g  t h a t  R i c a r d o ’ s o w n  r e a s o n i n g  o r  " m o d e l " ,  
u n d e r l y i n g  t h e  E s  s a y ’ s m a i n  p r o p o s i t i o n s  o n  p r o f i t  
d e t e r m i n a t i o n ,  w a s  b a s e d  o n  t h e  p o s t u l a t e  t h a t  w a g e s  
c o n s i s t  of f o o d ,  o n e  q u e s t i o n  n a t u r a l l y  e m e r g e s :  w h y  d i d  
h e  n o t  m a k e  e x p l i c i t  s u c h  a n e c e s s a r y  b a s i s  f o r  t h e  
d e m o n s t r a t i o n  of t h o s e  p r o p o s i t i o n s  ? P e r h a p s  b e c a u s e  it 
w o u l d  h a v e  s e e m e d  t o o  a b s t r a c t  or t o o  u n r e a l i s t i c  to h i s  
r e a d e r s .  A f t e r  a l l ,  t h e  E s s a y  o n  P r o f i t s  is a p o l i t i c a l  
p a m p h l e t  - " s h e w i n g  t h e  i n e x p e d i e n c y  of r e s t r i c t i o n s  on 
i m p o r t a t i o n "  - n o t  a n  a c a d e m i c  p a p e r .

G a r e g n a n i  ( 1 9 8 2 , p . 71) s u g g e s t s :
" H e  w a s ,  in f a c t ,  c o n c e r n e d  w i t h  c o n c l u s i o n s  a p p l i c a b l e



54

to r e a l i t y  a n d  n o t ,  m e r e l y ,  w i t h  c o r r e c t  d e d u c t i o n s  f r o m  
a n  a s s u m p t i o n  - t h a t  of w a g e s  c o n s i s t i n g  e n t i r e l y  of c o r n  

t h e  r e a l i s m  of w h i c h  c o u l d ,  a n d  w o u l d ,  b e  i m m e d i a t e l y  
d i s p u t e d ."

H i c k s  ( 1 9 8 5 , p . 3 1 8 )  r e f e r s  to R i c a r d o ’ s " a s s u m p t i o n  
of t h e  w a g e - e a r n e r s  l i v i n g  o n l y  o n  c o r n ” , in t h e  m o d e l  of 
t h e  Es  s a y , as a " r i d i c u l o u s  a s s u m p t i o n " ,  w i t h  w h i c h
R i c a r d o  c o u l d  n o t  h a v e  d i s p e n s e d ,  g i v e n  h i s  l i m i t a t i o n s  
a t  t h a t  t i m e .  It w a s ,  i n d e e d ,  a n  a s s u m p t i o n  t h a t  R i c a r d o  
c o u l d  n o t  h a v e  m a d e  e x p l i c i t  in t h e  E s s a y  w i t h o u t  m a k i n g  
h i s  a r g u m e n t  a p p e a r  " r i d i c u l o u s "  to c o n t e m p o r a r y  E n g l i s h  
r e a d e r s .

R i c a r d o  h a d  a n e w  t h e o r y  b a s e d  o n  a n  a b s t r a c t i o n  
w h i c h  he h a d  i n h e r i t e d  f r o m  S m i t h ,  w h o  s e e m s  to h a v e
c o n s i d e r e d  h i s  r e d u c t i o n  of t h e  w a g e - b a s k e t  to f o o d  a s  a 
f a i r  g e n e r a l i z a t i o n  f o r  " all t h e  d i f f e r e n t  c o u n t r i e s  of 
t h e  w o r l d "  (as s e e n  in s e c t i o n  2 . 4  above)-. S m i t h ’ s
a s s u m p t i o n ,  a n d  h i s  c o n s e q u e n t  p o s i t i o n  t h a t  t h e  p r i c e  of
c o r n  r e g u l a t e s  t h e  p r i c e  of l a b o u r ,  h a d  b e e n  s u b j e c t  to 
c r i t i c i s m  b y  M a l t h u s ,  p a r t i c u l a r l y  in t h e  O b s e r v a t i o n s  o n  
t h e  C o r n  L a w s  ( 1 8 1 4 ) ,  w h i c h  R i c a r d o  h a d  r e a d  ( I V , 3 2).
H e r e ,  M a l t h u s  h a d  a r g u e d  t h a t  " t h e  e x p e n d i t u r e  of t h e  
l a b o u r i n g  c l a s s e s  of s o c i e t y  ... b y  n o  m e a n s  c o n s i s t s
w h o l l y  in f o o d ,  a n d  s t i l l  less, of c o u r s e ,  in m e r e  b r e a d  
or g r a i n " .  H e  t h e n  r e f e r s  to " t h a t  m i n e  of i n f o r m a t i o n
... S i r  F r e d e r i c k  M o r t o n  E d e n ’ s w o r k  o n  t h e  p o o r ' ^ a s  
s h o w i n g  t h a t ,  " i n  a l a b o u r e r ’s f a m i l y  of a b o u t  a n  
a v e r a g e  s i z e " ,  t h e  e x p e n d i t u r e  o n  f o o d  r e p r e s e n t s  r o u g h l y  
3 / 5  of t h e  w h o l e  e x p e n d i t u r e ;  a n d  " m e a l  or b r e a d " ,  2 / 5  - 
t h e s e  f r a c t i o n s  b e i n g  " s u b j e c t  to c o n s i d e r a b l e
v a r i a t i o n s ,  a r i s i n g  f r o m  t h e  n u m b e r  of t h e  f a m i l y ,  a n d
t h e  a m o u n t  of e a r n i n g s "  ( p . 89).

It w o u l d  b e  d i f f i c u l t  f o r  R i c a r d o  to d e f e n d  S m i t h ’ s 
g e n e r a l i z a t i o n  v i s - ' a - v i s  s u c h  f a c t s  of c o n t e m p o r a r y

1 " T h e  S t a t e  of t h e  P o o r ;  or a n  H i s t o r y  of t h e  L a b o u r i n g  
C l a s s e s  in E n g l a n d  f r o m  t h e  C o n q u e s t  to t h e  P r e s e n t  
P e r i o d ,  e t c . " ,  3 v o l s .  ( L o n d o n ,  1 7 9 7 )
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E n g l a n d .  Y e t  h e  s e e m s  to h a v e  in m i n d  Ma i  t h u s ’ s c r i t i q u e  
of S m i t h ’ s p o s i t i o n  w h e n  h e  r e - a s s e r t s  t h i s  p o s i t i o n  in a 
l e t t e r  to M a l t h u s  of 2 6  J u n .  1 8 1 4 :
" C t h e  c h e a p n e s s  of p r o v i s i o n s ]  is a f t e r  a l l ,  w h a t e v e r
i n t e r v a l s  w e  m a y  b e  w i l l i n g  to a l l o w ,  t h e  g r e a t  r e g u l a t o r  
of th e  w a g e s  of l a b o u r "  ( V I , 1 0 8 )
T h e  d a t e  of t h i s  l e t t e r ,  t h e  r e f e r e n c e  to " i n t e r v a l s " ,  
t h e  f a c t  t h a t  t h i s  p a s s a g e  o c c u r s  in a d i s c u s s i o n  a b o u t  
t h e  e f f e c t s  of r e s t r i c t i o n s  on t h e  i m p o r t a t i o n  of c o r n ,  
a n d  a l s o  t h e  c o n t e n t  of t h i s  p a s s a g e  a n d  of t h e
d i s c u s s i o n  all p o i n t  to M a l t h u s ’ s O b s e r v a t i o n s  o n  t h e  
C o r n  L a w s , r e c e n t l y  p u b l i s h e d  (in t h e  S p r i n g  of 1 8 1 4 ,  
a c c o r d i n g  to M a l t h u s ,  1 8 1 5 b , p . 1 5 1 ) .

In s u c h  Q b s e r v a t  i o n s . M a l t h u s  c r i t i c i z e s  S m i t h ’ s
p o s i t i o n  t h a t  t h e  p r i c e  of c o r n  r e g u l a t e s  t h e  p r i c e s  of 
al l  o t h e r  h o m e - m a d e  c o m m o d i t i e s  ( t h r o u g h  t h e  m o n e y  w a g e  
r a t e ) ,  b y  c r i t i c i z i n g  S m i t h ’ s p o s i t i o n  t h a t  t h e  p r i c e  of 
c o r n  r e g u l a t e s  t h e  m o n e y  w a g e  r a t e .  R i c a r d o ,  too, w a s  
l a t e r  (in t h e  E s  s a y  of F e b .  1 8 1 5 )  to r e j e c t  t h e  p o s i t i o n
t h a t  t h e  p r i c e  of c o r n  r e g u l a t e s  t h e  p r i c e s  of o t h e r
c o m m o d i t i e s  - a s  n o t e d  b y  S r a f f a  ( 1 9 5 1 a , p . x x x i i i ). B u t  
w h a t  he r e j e c t s  ( I V , 2 1 , n . )  is t h e  v i e w  t h a t  a r i s e  or 
f a l l  in t h e  m o n e y  w a g e  r a t e  m u s t  b e  a c c o m p a n i e d  b y  a r i s e  
or fall in t h e  m o n e y  p r i c e s  of all c o m m o d i t i e s ,  i.e. b y  a 
f a l l  or r i s e  in t h e  v a l u e  of m o n e y .  H e  a d h e r e s  t o  S m i t h ’ s 
p o s i t i o n  t h a t  t h e  m o n e y  p r i c e  of c o r n  r e g u l a t e s  t h e  m o n e y  
p r i c e  of l a b o u r .

In t h e  l e t t e r  to M a l t h u s  of J u n e  1 8 1 4 ,  a s  " t h e  
c h e a p n e s s  of p r o v i s i o n s "  is " t h e  g r e a t  r e g u l a t o r "  of t h e  
p r i c e  of l a b o u r ,  so t h e  g e n e r a l  r a t e  of p r o f i t s
" e s s e n t i a l l y  d e p e n d s  u p o n  t h e  c h e a p n e s s  of p r o v i s i o n s "  
( V I , 108). R i c a r d o  s e e m s  to b e l i e v e  t h a t  h i s  p r o p o s i t i o n s  
o n  p r o f i t  d e t e r m i n a t i o n  - l o g i c a l l y  b a s e d ,  a s  in t h e  
E s s a y , o n  t h e  s i m p l i f i c a t i o n  t h a t  w a g e s  c o n s i s t  o n  1y of 
f o o d ,  so t h a t  a n  " i n c r e a s e  of t h e  g e n e r a l  r a t e  of p r o f i t s  
... c a n  n e v e r  t a k e  p l a c e  b u t  in c o n s e q u e n c e  of c h e a p  
f o o d "  ( I V , 25 )  - r e p r e s e n t  ,a f a i r  a p p r o x i m a t i o n  to
r e a l i  t y .



A t  t h e  s a m e  t i m e ,  he a d m i t s ,  u n d e r  p r e s s u r e  f r o m
M a l t h u s ,  a d e t e r m i n i n g  r o l e  f o r  w a g e - g o o d s  o t h e r  t h a n  
f o o d ,  t h i s  r o l e  b e i n g  s i m i l a r  in c e r t a i n  r e s p e c t s  to t h a t  
w h i c h  h e  f o r m a l l y  s t a t e d  e x c l u s i v e l y  f o r  f o o d .  T h u s ,  he
a c k n o w l e d g e s  t h a t  t h e  p r i c e s  of o t h e r  w a g e - g o o d s  m a y  a l s o  
a f f e c t  t h e  g e n e r a l  r a t e  of p r o f i t s  t h r o u g h  t h e  m o n e y  w a g e  
r a t e :
n I a d m i t  ... t h a t  c o m m e r c e ,  or m a c h i n e r y ,  m a y  p r o d u c e  a n
a b u n d a n c e  a n d  c h e a p n e s s  of c o m m o d i t i e s ,  a n d  if t h e y
a f f e c t  t h e  p r i c e s  of t h o s e  c o m m o d i t i e s  o n  w h i c h  t h e  w a g e s  
of l a b o u r  a r e  e x p e n d e d  t h e y  w i l l  so f a r  r a i s e  p r o f i t s ;  - 
b u t  t h e n  it w i l l  b e  t r u e  t h a t  l e s s  c a p i t a l  w i l l  b e
e m p l o y e d  o n  t h e  land, f o r  t h e  w a g e s  p a i d  fo r  l a b o u r  f o r m  
a p a r t  of t h a t  c a p i t a l . "  ( l e t t e r  to M a l t h u s  of 18 D e c .  
1 8 1 4 ; V I , 1 6 2 )

In t h e  l a s t  s e n t e n c e  h e r e ,  R i c a r d o  is t r y i n g  to 
r e c o n c i l e  t h i s  a d m i s s i o n  w i t h  h i s  " p r o p o s i t i o n "  t h a t  " t h e  
r a t e  of p r o f i t s  c a n  n e v e r  p e r m a n e n t l y  r i s e  u n l e s s  c a p i t a l  
b e  w i t h d r a w n  f r o m  t h e  1 a n d " - t h e  " t r u t h "  of w h i c h  he is 
" a t  p r e s e n t  a n x i o u s  to e s t a b l i s h "  ( V I , 163). U n t i l  t h e  
E s s a y , a n d  e v e n  l a t e r ,  R i c a r d o  d o e s  n o t  m a n a g e  to 
i n c o r p o r a t e  l o g i c a l l y  o t h e r  w a g e - g o o d s  i n t o  h i s  t h e o r y  of 
p r o f i t s .  In a f o o t n o t e  of t h e  Es  s a y , he  a g a i n  e x p l a i n s
t h e  e f f e c t  of t h e i r  p r i c e s  o n  g e n e r a l  p r o f i t s  t h r o u g h
t h e i r  e f f e c t  o n  a g r i c u l t u r e  ( I V , 2 6 , n . ) .

R i c a r d o  s e e m s  t h e r e f o r e  to h a v e  b e e n  a t t e m p t i n g ,  
u n d e r  p r e s s u r e  f r o m  M a l t h u s ,  to r e - f o r m u l a t e  h i s  
" a g r i c u l t u r a l "  t h e o r y  of p r o f i t s  o n  t h e  b a s i s  of a m o r e  
g e n e r a l  a n d  r e a l i s t i c  a s s u m p t i o n  r e g a r d i n g  t h e
c o m p o s i t i o n  of t h e  w a g e - b a s k e t .  B y  t h e  t i m e  of t h e  Es s a y . 
a s  s u g g e s t e d  b y  S r a f f a ,  R i c a r d o  h a d  b e e n  " g r o p i n g "
t o w a r d s  a m o r e  g e n e r a l  f o r m  of h i s  t h e o r y .  S r a f f a
o b s e r v e s :
" I n  t h e  Pr i n c i  p i e s , h o w e v e r ,  w i t h  t h e  a d o p t i o n  of a
g e n e r a l  t h e o r y  of v a l u e ,  it b e c a m e  p o s s i b l e  f o r  R i c a r d o
to d e m o n s t r a t e  t h e  d e t e r m i n a t i o n  of t h e  r a t e  of p r o f i t  in 
s o c i e t y  as  a w h o l e  i n s t e a d  of t h r o u g h  t h e  m i c r o c o s m  of 
o n e  s p e c i a l  b r a n c h  of p r o d u c t i o n .  A t  t h e  s a m e  t i m e  he w a s
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e n a b l e d  to a b a n d o n  t h e  s i m p l i f i c a t i o n  t h a t  w a g e s  c o n s i s t  
o n l y  of c o r n ,  w h i c h  h a d  b e e n  u n d e r  f r e q u e n t  a t t a c k  f r o m  
M a l t h u s ,  a n d  to t r e a t  w a g e s  a s  c o m p o s e d  of a v a r i e t y  of
p r o d u c t s  ( i n c l u d i n g  m a n u f a c t u r e s ) ,  a l t h o u g h  f o o d  w a s
s t i l l  p r e d o m i n a n t  a m o n g  t h e m ” (S r a f f a , 1 9 5 1 a , p . x x x i i - i i i )

In t h e  Pr  i n c  i p 1e s , R i c a r d o  j o i n s  M a l t h u s  in
c r i t i c i z i n g  S m i t h ’ s p o s i t i o n  t h a t  t h e  p r i c e  of c o r n  
r e g u l a t e s  t h e  p r i c e  of l a b o u r .  O p p o s i n g  S m i t h ’ s v i e w  t h a t  
a r i s e  in t h e  m o n e y  p r i c e  of c o r n  c a n n o t  r a i s e  its ’’r e a l ” 
v a l u e ,  i.e. its v a l u e  in t e r m s  of l a b o u r  - t h a t  is to
say, it c a n n o t  l o w e r  t h e  v a l u e  of l a b o u r  in t e r m s  of c o r n  
- R i c a r d o  a r g u e s :
” If n o t h i n g  w e r e  c o n s u m e d  b y  t h e  l a b o u r e r  b u t  c o r n ,  a n d  
if t h e  p o r t i o n  w h i c h  he  r e c e i v e d  w a s  t h e  v e r y  l o w e s t  
w h i c h  h i s  s u s t e n a n c e  r e q u i r e d ,  t h e r e  m i g h t  b e  s o m e  g r o u n d  
f o r  s u p p o s i n g ,  t h a t  t h e  q u a n t i t y  p a i d  to t h e  l a b o u r e r  
c o u l d ,  u n d e r  n o  c i r c u m s t a n c e s ,  b e  r e d u c e d ,  - b u t  t h e
m o n e y  w a g e s  of l a b o u r  s o m e t i m e s  d o  n o t  r i s e  a t  a l l ,  a n d  
n e v e r  r i s e  in p r o p o r t i o n  to t h e  r i s e  in t h e  m o n e y  p r i c e  
of c o r n ,  b e c a u s e  c o r n ,  t h o u g h  a n  i m p o r t a n t  p a r t ,  is o n l y  
a p a r t  of t h e  c o n s u m p t i o n  of t h e  l a b o u r e r ” ( 1 , 3 0 5 - 6 )

I n c i d e n t a l l y ,  t h i s  p a s s a g e  s h o w s  t h a t  R i c a r d o  h a d  
r e a l i z e d  t h a t  S m i t h ’ s d e t e r m i n i n g  r o l e  of t h e  p r i c e  of 
c o r n  - w h i c h  h a d  b e e n  a n  i n t e g r a l  p a r t  of R i c a r d o ’ s e a r l y  
t h e o r y  of p r o f i t s  - w a s  l o g i c a l l y  g r o u n d e d  o n  t h e  
s u p p o s i t i o n  t h a t  ’’n o t h i n g  w e r e  c o n s u m e d  b y  t h e  l a b o u r e r  
b u t  c o r n ” .

4 . 6 .  C o n e  1 us i o n

C o m p a r i n g  t h e  t h e o r e t i c a l  a r g u m e n t  of t h e  E s s a y  o n  
P r o f i t s  w i t h  S m i t h ’ s t h e o r y  of r e n t  - w h i c h  t a k e s  f o r
g r a n t e d  h i s  t h e o r i e s  of w a g e s  a n d  p r o f i t s  - o n e  r e a c h e s
t h e  c o n c l u s i o n  t h a t ,  w h i l e  S m i t h ’ s t h e o r y  of w a g e s  is
r e t a i n e d  in t h e  E s s a y , h i s  t r e a t m e n t  of t h e  p r o f i t s  of 
a g r i c u l t u r e  is t u r n e d  u p s i d e  d o w n .  I n s t e a d  of c o n s i d e r i n g  
t h e  g e n e r a l  r a t e  of p r o f i t s  to b e  g i v e n  f r o m  t h e  p o i n t  of 
v i e w  of a g r i c u l t u r e ,  R i c a r d o  r e g a r d e d  t h e  p r o f i t  r a t e  of
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a g r i c u l t u r e  a s  i n d e p e n d e n t l y  d e t e r m i n e d  f r o m  t h e  p o i n t  of 
v i e w  of t h e  r e m a i n i n g  s e c t o r s .

In t h i s  c h a p t e r ,  t h i s  d i f f e r e n c e  h a s  b e e n  l o g i c a l l y
t r a c e d  to t h e  c o n d i t i o n  t h a t  t h e  m a r g i n a l  l a n d  p a y s  no
r e n t  - a c o n d i t i o n  w h i c h  S m i t h  h a d  a p p a r e n t l y  o v e r l o o k e d ,
or a t  a n y  r a t e  h a d  n o t  i n c o r p o r a t e d  i n t o  h i s  t h e o r y  of
rent.

N e v e r t h e l e s s ,  t h e  v a r i a b l e  w h i c h  R i c a r d o  s a w  as 
d e t e r m i n i n g  p r o f i t s  on  t h e  m a r g i n a l  l a n d  - n a m e l y  t h e
c o r n  o u t p u t  c o m p a r e d  w i t h  t h e  c o r n  c o n s u m e d  b y  t h e  
l a b o u r e r s  - is t h e  s a m e  v a r i a b l e  t h a t  S m i t h  h a d  s e e n  as
d e t e r m i n i n g  r e n t  on  a n y  q u a l i t y  of land, i n c l u d i n g  t h e
m a r g i n a l  l a n d  ( g i v e n  t h e  r a t e  of p r o f i t s ) .

T h e r e f o r e ,  t h e  r e a s o n  w h y  " i t  is t h e  p r o f i t s  of t h e
f a r m e r  w h i c h  r e g u l a t e  t h e  p r o f i t s  of all o t h e r  t r a d e s "
( R i c a r d o )  is t h e  s a m e  r e a s o n  w h y  " t h e  r e n t  of c o r n  l a n d
r e g u l a t e s  ... t h a t  of all o t h e r  c u l t i v a t e d  l a n d "  ( S m i t h ) .

O n e  m i g h t  b e  t e m p t e d  to c o n c l u d e  t h a t  R i c a r d o ’ s
e a r l y  t h e o r i e s  of w a g e s  a n d  p r o f i t s  w e r e  i m m e d i a t e l y
d e r i v e d  f r o m  S m i t h ’s t h e o r i e s  of w a g e s  a n d  r e n t  b y
i n c o r p o r a t i n g  t h e  c o n c e p t  of a n o - r e n t  m a r g i n a l  land. 
I n d e e d ,  t h e  a n a l y t i c a l  s i m i l a r i t y  b e t w e e n  R i c a r d o ’ s a n d
S m i t h ’ s t h e o r i e s  is so c l o s e  - a n d  e v e n  t h e  t e c h n i c a l  
j a r g o n  is so s i m i l a r  - t h a t  o n e  is n a t u r a l l y  led to s u c h  
a c o n c l u s i o n ,  k n o w i n g  t h a t  R i c a r d o  h a d  s t u d i e d  t h e  W e a l t h  
o f N a t  i on  s w i t h  g r e a t  i n t e r e s t  a n d  a d m i r a t i o n .

H o w e v e r ,  f r o m  w h a t  w i l l  b e  s e e n  in t h e  n e x t
c h a p t e r s ,  o n e  is r a t h e r  led to b e l i e v e  t h a t  it w a s  in t h e  
c o n t e x t  of M a l t h u s ’ s t h e o r i z i n g  a b o u t  t h e  l o n g - t e r m  
e x p a n s i o n  of f o o d  p r o d u c t i o n ,  t h a t  S m i t h ’ s t h e o r y  of
r e n t ,  t o g e t h e r  w i t h  o t h e r  " i n p u t s " ,  w a s  c o n v e r t e d  b y
R i c a r d o  i n t o  a n  " a g r i c u l t u r a l "  t h e o r y  of p r o f i t s .  T h e  k e y
i d e a  t h a t  t h e  m a r g i n a l  l a n d  p a y s  n o  r e n t  w a s  i t s e l f  d r a w n  
f r o m  M a l t h u s ,  as  w i l l  b e  s e e n  in s e c t i o n  8 . 2 . 2  b e l o w .

A n o t h e r  i m p o r t a n t  d i f f e r e n c e  b e t w e e n  R i c a r d o ’ s e a r l y  
t h e o r y  of p r o f i t s  a n d  S m i t h ’ s t h e o r y  of r e n t  is t h a t
S m i t h  c o n s i d e r s  t h e  e x t e n t  of c u l t i v a t i o n  to b e
d e t e r m i n e d  b y  a g i v e n  a m o u n t  of c a p i t a l  e m p l o y e d  in
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a g r i c u l t u r e ;  a n d  he a s s u m e s  t h a t  t h e  c o n s e q u e n t  o u t p u t  
c r e a t e s  its o w n  d e m a n d  (by c r e a t i n g  p o p u l a t i o n ) .  R i c a r d o  
r e v e r s e s  t h i s  o r d e r  of d e t e r m i n a t i o n .  In t h e  E s  s a y , 
c a p i t a l  is s u p p o s e d  to b r i n g  as m u c h  l a n d  i n t o
c u l t i v a t i o n  a s  is n e c e s s a r y  to s u p p l y  t h e  q u a n t i t y  of 
p r o d u c t  r e q u i r e d  b y  a g i v e n  d e m a n d .  In a d o p t i n g  t h i s  
d i f f e r e n t  v i e w ,  R i c a r d o  s e e m s  to h a v e  b e e n  i n f l u e n c e d  b y  
H o r n e r ,  as w i l l  b e  s e e n  in c h a p t e r  6 b e l o w .



C H A P T E R  5
M A L T H U S ’ S E A R L Y  E C O N O M I C S  O F  F O O D  P R O D U C T I O N  ( 1 8 0 3 )

In d e v e l o p i n g  h i s  a r g u m e n t  a b o u t  t h e  " p r i n c i p l e  of 
p o p u l a t i o n "  - t h a t  p o p u l a t i o n  i n c r e a s e s  in p r o p o r t i o n  to 
t h e  m e a n s  of s u b s i s t e n c e ,  b e i n g  l i m i t e d  b y  t h e m  - M a l t h u s  
f i n d s  it n e c e s s a r y  to e x p l a i n  t h e  i n d e p e n d e n t  v a r i a b l e  in 
t h i s  r e l a t i o n ,  i.e. t h e  i n c r e a s e  of t h e  m e a n s  of 
s u b s i s t e n c e ,  p a r t i c u l a r l y  in a c a p i t a l i s t  s o c i e t y .

T h i s  c h a p t e r  a t t e m p t s  to w e l d  i n t o  a c o h e r e n t  
a r g u m e n t  t h e  r e l e v a n t  p i e c e s  of s u c h  e x p l a n a t i o n ,  w h i c h  
a r e  f o u n d ,  s o m e w h a t  s c a t t e r e d ,  in h i s  E s s a y  o n
P o p u l a t i o n . s e c o n d  e d i t i o n  ( 1 8 0 3 )  - p a r t i c u l a r l y  in B o o k
III, w h i c h  c o n t a i n s  t h e  " e c o n o m i c "  c h a p t e r s .

In a l e t t e r  to  M a l t h u s  of 2 Jan. 1 8 1 6 ,  R i c a r d o  s a y s :  
" T h e  e d i t i o n  w h i c h  I h a v e  of y o u r  w o r k  [E s s a y  o n  
P o p u 1 a t  i o n  3 is t h e  f i r s t ,  a n d  it is m a n y  y e a r s  s i n c e  I 
r e a d  i t . "  ( V I I , 2)
A s  n o t e d  b y  t h e  e d i t o r  ( l o c . c i t . ) ,  f o l l o w i n g  E m p s o n  
( 1 8 3 7 , p . 4 9 5 ) ,  w h a t  R i c a r d o  h e r e  c a l l s  t h e  f i r s t  e d i t i o n  
is t h e  e d i t i o n  of 1803, n o t  t h e  1 7 9 8  a n o n y m o u s  e d i t i o n .

In t h e  1 8 0 3  e d i t i o n  of t h e  E s s a y  o n  P o p u l a t i o n , t h e  
" m e a n s  of s u b s i s t e n c e "  c o n s i s t  of " p r o v i s i o n s "  or " f o o d " ,  
a n d  a g r i c u l t u r e  is c o n s p i c u o u s l y  r e d u c e d  to t h e
p r o d u c t i o n  of " s u b s i s t e n c e "  or " f o o d "  or, e v e n t u a l l y ,  
" c o r n "  - al l  t h e s e  t e r m s  b e i n g  u s e d  i n t e r c h a n g e a b l y .

S e c t i o n  1 s e t s  u p  t h e  b a s i c  f r a m e w o r k  of M a l t h u s ’ s 
a n a l y s i s ,  t h i s  f r a m e w o r k  b e i n g  a t w o - s e c t o r  m o d e l  of 
p r o d u c t i o n  in w h i c h  c a p i t a l  ( w a g e s  a d v a n c e d )  c o n s i s t s  of 
f o o d .  T h e  c o n d i t i o n s  of p r o d u c t i o n  in o n e  of t h e  s e c t o r s ,  
n a m e l y  a g r i c u l t u r e ,  a r e  d e t a i l e d  in s e c t i o n  2. S e c t i o n  3 
f o c u s e s  o n  t h e  c o n d i t i o n s  of g r o w t h  of a g r i c u l t u r e  - t h e  
c e n t r a l  s u b j e c t  of M a l t h u s ' s  a n a l y s i s .  T h e  f i n a l  s e c t i o n  
c o n s i d e r s  M a l t h u s ’ s p o s i t i o n  c o n c e r n i n g  t h e  e f f e c t  of t h e  
P o o r  L a w s  o n  t h e  p r o d u c t i o n  of f o o d  - a t o p i c  
p a r t i c u l a r l y  r e l e v a n t  h e r e ,  b e c a u s e  R i c a r d o ’ s c r i t i q u e  of 
M a l t h u s ’ s p o s i t i o n  m a y  h a v e  c o n t r i b u t e d  to h i s



t r a n s f o r m a t i o n  of Mai t h u s ’ s e a r l y  e c o n o m i c s  of 
a g r i c u l t u r e  i n t o  h i s  " a g r i c u l t u r a l "  t h e o r y  of p r o f i t s ,  a s  
w i l l  b e  s e e n  in c h a p t e r  8.

P a g e  n u m b e r s  in p a r e n t h e s e s  r e f e r  to  M a 1 t h u s ( 1 8 0 3 ) .

5 . 1 .  A c o r n  m o d e  1

T h e  a g g r e g a t e  s u r p l u s  p r o d u c e  of t h e  l a n d  of a
c o u n t r y  - i.e. t h e  e x c e s s  of t h e  f o o d  p r o d u c e d  o v e r  t h e  
f o o d  p a i d  to t h e  l a b o u r e r s  a n d  t h e  f a r m e r s  - is 
i m m e d i a t e l y  p a i d  o u t  as  a " m o n i e d  r e n t "  to t h e  l a n d l o r d s .  
It is u l t i m a t e l y  d i s t r i b u t e d ,  in k i n d ,  t h r o u g h  t h e  
l a n d l o r d s ’ e x p e n s e s ,  t a x e s  e t c . ,  b e t w e e n  l a n d l o r d s ,
" m a n u f a c t u r e r s "  ( c o m p r i s i n g  " m a s t e r  m a n u f a c t u r e r s " ,
m e r c h a n t s  a n d  t h e  w o r k e r s  t h e y  e m p l o y )  a n d  " p e r s o n s
e n g a g e d  in t h e  v a r i o u s  c i v i l  a n d  m i l i t a r y  p r o f e s s i o n s "  
(p . 6 7 0  e t  s e q . ).

T h u s ,  " t h e  s u r p l u s  p r o d u c e  of t h e  c u l t i v a t o r s  is t h e  
g r e a t  f u n d  w h i c h  u l t i m a t e l y  p a y s  a l l  t h o s e  w h o  a r e  n o t
e m p l o y e d  u p o n  t h e  l and". T h e  n u m b e r  of s u c h  p e o p l e  " m u s t
b e  e x a c t l y  p r o p o r t i o n e d  to t h i s  s u r p l u s  p r o d u c e ,  a n d  
c a n n o t  in t h e  n a t u r e  of t h i n g s  i n c r e a s e  b e y o n d  it" 
( a c c o r d i n g  to t h e  " p r i n c i p l e  of p o p u l a t i o n " ,  t h a t
p o p u l a t i o n  is p r o p o r t i o n a l  to t h e  a v a i l a b l e  f o o d ) .  In
p a r t i c u l a r ,  as t h e  s u r p l u s  p r o d u c e  i n c r e a s e s ,
m a n u f a c t u r i n g  e m p l o y m e n t  m a y  i n c r e a s e :  " t h e  o r d e r  of
p r e c e d e n c e  is c l e a r l y  t h e  s u r p l u s  p r o d u c e ;  b e c a u s e  t h e
f u n d s  f o r  t h e  s u b s i s t e n c e  of t h e  m a n u f a c t u r e r  [ w o r k e r ]
m u s t  b e  a d v a n c e d  to him, b e f o r e  he  c a n  c o m p l e t e  h i s  w o r k "  
(p . 6 7 3 ) .

A m a n u f a c t u r e d  c o m m o d i t y  f e t c h e s  a v a l u e  w h i c h  is 
" c e r t a i n l y  n o  m o r e  t h a n  s u f f i c i e n t  to r e p l a c e  t h e
s u b s i s t e n c e  t h a t  h a d  b e e n  c o n s u m e d  ... t o g e t h e r  w i t h  t h e  
p r o f i t s  of t h e  m a s t e r  m a n u f a c t u r e r  a n d  m e r c h a n t "  ( p . 6 7 9 ) .  
T h e  p r o d u c e  of l a n d  n o t  o n l y  r e p l a c e s  t h e  s u b s i s t e n c e
c o n s u m e d  b y  t h e  l a b o u r e r s  a n d  p a y s  t h e  p r o f i t s  of t h e
f a r m e r ,  b u t  a l s o  p a y s  in g e n e r a l  a r e n t  to t h e  l a n d l o r d ,
a n d  t h u s  " i t s  v a l u e  b e a r s  a m u c h  g r e a t e r  p r o p o r t i o n  to



t h e  e x p e n s e  i n c u r r e d  in p r o c u r i n g  it, t h a n  t h a t  of a n y  
o t h e r  c o m m o d i t y  w h a t e v e r "  ( p . 6 7 8 )

T h i s  a r g u m e n t  is b a s e d  on  t h e  a s s u m p t i o n  t h a t  " t h e  
p r o f i t s  of t h e  m a s t e r  m a n u f a c t u r e r  a n d  m e r c h a n t "  b e a r  
a b o u t  t h e  s a m e  p r o p o r t i o n  to t h e  e x p e n s e  i n c u r r e d  in 
p r o d u c i n g  a n d  s e l l i n g  t h e  m a n u f a c t u r e d  c o m m o d i t y ,  as  " t h e  
p r o f i t s  of t h e  f a r m e r "  b e a r  to t h e  e x p e n s e  of p r o d u c i n g  
f o o d .  S i n c e  t h e  e x p e n s e s  of p r o d u c t i o n  a r e  i d e n t i f i e d  
w i t h  c a p i t a l  e m p l o y e d ,  b o t h  c o n s i s t i n g  of t h e  s u b s i s t e n c e  
a d v a n c e d  to  t h e  l a b o u r e r s ,  t h i s  a s s u m p t i o n  is t h e  s a m e  
t h i n g  as  t h e  p r i n c i p l e  t h a t  th e  r a t e s  of p r o f i t  m u s t  b e  
t h e  s a m e  a c r o s s  all e m p l o y m e n t s  of c a p i t a l  ( e x c e p t  f o r  
c o m p e n s a t i n g  n o n - p e c u n i a r y  a d v a n t a g e s  or d i s a d v a n t a g e s  
b e t w e e n  e m p l o y m e n t s ) .  T h a t  M a l t h u s  t a k e s  f o r  g r a n t e d  
S m i t h ’ s f o r m u l a t i o n  b e c o m e s  c l e a r  e l s e w h e r e :
" I f  t h e  i m p r o v e m e n t  of land, he [ S m i t h ]  g o e s  o n  to say, 
a f f o r d s  a g r e a t e r  p r o f i t ^ t h a n  w h a t  c a n  be d r a w n  f r o m  a n  
e q u a l  c a p i t a l  in a n y  m e r c a n t i l e  e m p l o y m e n t  [ i n c l u d i n g
m a n u f a c t u r e s ] ,  t h e  l and w i l l  d r a w  c a p i t a l  f r o m  m e r c a n t i l e
e m p l o y m e n t s .  If t h e  p r o f i t  b e  less, m e r c a n t i l e
e m p l o y m e n t s  w i l l  d r a w  c a p i t a l  f r o m  t h e  i m p r o v e m e n t  of 
l a n d . "  ( p . 6 7 4 )

N e v e r t h e l e s s ,  s o m e t i m e s  a m a n u f a c t u r e r  of a p i e c e  of
l a c e  " m a y  s e l l  t h i s  p i e c e  of l a c e  f o r  [ t h e
m o n e y - e q u i v a l e n t  of] t h r e e  t i m e s  t h e  q u a n t i t y  of
p r o v i s i o n s  w h i c h  he  c o n s u m e d  w h i l e  he w a s  m a k i n g  it " 
( p . 6 7 1 ) ;  a n d  " w i t h  r e g a r d  to a m e r e  m o n i e d  r e v e n u e  to a n  
i n d i v i d u a l ,  t h e r e  is n o  a p p a r e n t  d i f f e r e n c e ,  b e t w e e n  a
m a n u f a c t u r e  w h i c h  y i e l d s  v e r y  l a r g e  p r o f i t s ,  a n d  a p i e c e
of l a n d  w h i c h  is f a r m e d  b y  t h e  p r o p r i e t o r  [ y i e l d i n g  h i m  a 
c l e a r  r e n t  o n  t o p  of p r o f i t s ] "  ( p . 6 7 2 ) .

H o w e v e r ,  " t h e  m a n  w h o ,  b y  a n  i n g e n i o u s  m a n u f a c t u r e ,  
o b t a i n s  [ i n  e x c h a n g i n g  it] a d o u b l e  p o r t i o n  o u t  of t h e  
o l d  s t o c k  of p r o v i s i o n s ,  w i l l  c e r t a i n l y  n o t  b e  so  u s e f u l  
to t h e  s t a t e ,  a s  t h e  man, who, b y  h i s  l a b o u r ,  a d d s  a

1 " T h e  o r i g i n a l  t e x t  r e a d s  ’c a p i t a l ’ , b u t  c l e a r l y
’ p r o f i t ’ is i n t e n d e d . "  ( e d i t o r ’ s n o t e ,  l o c . c i t . )



s i n g l e  s h a r e  to  t h e  f o r m e r  s t o c k  [of p r o v i s i o n s ] "
(p . 6 7 1 ) .
M a l t h u s  e x p l a i n s :
" S u p p o s e ,  t h a t  2 0 0 , 0 0 0  m e n ,  w h o  a r e  n o w  e m p l o y e d  in
p r o d u c i n g  m a n u f a c t u r e s ,  t h a t  o n l y  t e n d  to g r a t i f y  t h e
v a n i t y  of a f e w  r i c h  p e o p l e ,  w e r e  to b e  e m p l o y e d  on s o m e
b a r r e n  u n c u l t i v a t e d  land, a n d  to p r o d u c e  o n l y  h a l f  of t h e
q u a n t i t y  of f o o d  t h a t  t h e y  t h e m s e l v e s  c o n s u m e d  ... In
t h e i r  f o r m e r  e m p l o y m e n t ,  t h e y  c o n s u m e d  a c e r t a i n  p o r t i o n  
of t h e  f o o d  of t h e  c o u n t r y ,  a n d  l e f t  in r e t u r n  s o m e  s i l k s  
a n d  l a c e s .  In t h e i r  l a t t e r  e m p l o y m e n t ,  t h e y  c o n s u m e d  t h e  
s a m e  q u a n t i t y  of f o o d ,  a n d  l eft in r e t u r n ,  p r o v i s i o n  f o r  
1 0 0 , 0 0 0  m e n .  T h e r e  c a n  b e  l i t t l e  d o u b t  w h i c h  of t h e  t w o  
l e g a c i e s  w o u l d  b e  t h e  m o s t  r e a l l y  b e n e f i c i a l  to t h e
c o u n t r y "  ( p . 6 7 1 ) .

"A c a p i t a l  e m p l o y e d  u p o n  l a n d  m a y  be u n p r o d u c t i v e  
[ u n p r o f i t a b l e ]  to t h e  i n d i v i d u a l  t h a t  e m p l o y s  it, a n d  y e t  
b e  p r o d u c t i v e  to t h e  s o c i e t y .  A c a p i t a l  e m p l o y e d  in 
t r a d e ,  o n  t h e  c o n t r a r y ,  m a y  be  h i g h l y  p r o d u c t i v e  to t h e
i n d i v i d u a l ,  a n d  y e t  be a l m o s t  t o t a l l y  u n p r o d u c t i v e  to t h e
s o c i e t y "  ( p . 6 7 1 ) .

A g a i n ,  s p e a k i n g  of t h e  a d v a n t a g e s  of e x p o r t i n g  r a w  
p r o d u c e  v i s - ' a - v i s  m a n u f a c t u r e s :
" r a w  p r o d u c e ,  a n d  m o r e  p a r t i c u l a r l y  c o r n ,  p a y s  f r o m  i t s  
o w n  f u n d s  t h e  e x p e n s e s  of p r o c u r i n g  it, a n d  t h e  w h o l e  of 
w h a t  is s o l d  [ t h e  r e m a i n d e r ]  is a c l e a r  n a t i o n a l  p r o f i t  
[ v a l u e  a d d e d ,  n e t  of w a g e s ] .  If 1 s e t  u p  a n e w  
m a n u f a c t u r e ,  t h e  p e r s o n s  e m p l o y e d  in it m u s t  b e  s u p p o r t e d  
o u t  of t h e  f u n d s  of s u b s i s t e n c e  a l r e a d y  e x i s t i n g  in t h e  
c o u n t r y ,  t h e  v a l u e  of w h i c h  m u s t  b e  d e d u c t e d  f r o m  t h e  
p r i c e  f o r  w h i c h  t h e  c o m m o d i t y  is s o l d ,  b e f o r e  w e  c a n  
e s t i m a t e  t h e  c l e a r  n a t i o n a l  p r o f i t ;  a n d  of c o u r s e ,  t h i s  
p r o f i t  c a n  o n l y  b e  t h e  p r o f i t  of t h e  m a s t e r  m a n u f a c t u r e r  
a n d  t h e  e x p o r t i n g  m e r c h a n t .  B u t  if I c u l t i v a t e  f r e s h  
land, or e m p l o y  m o r e  m e n  in th e  i m p r o v e m e n t  of w h a t  w a s  
b e f o r e  c u l t i v a t e d ,  I i n c r e a s e  t h e  g e n e r a l  f u n d s  of 
s u b s i s t e n c e  in t h e  c o u n t r y .  W i t h  a p a r t  of t h i s  i n c r e a s e  
I s u p p o r t  all t h e  a d d i t i o n a l  p e r s o n s  e m p l o y e d ,  a n d  t h e



64

w h o l e  of t h e  r e m a i n d e r  w h i c h  is e x p o r t e d  a n d  s o l d ,  is a 
c l e a r  n a t i o n a l  g a i n ,  b e s i d e s  t h e  a d v a n t a g e  to t h e
c o u n t r y ,  of s u p p o r t i n g  a n  a d d i t i o n a l  p o p u l a t i o n  e q u a l  to 
t h e  a d d i t i o n a l  n u m b e r  of p e r s o n s  so e m p l o y e d ,  w i t h o u t  t h e  
s l i g h t e s t  t e n d e n c y  to d i m i n i s h  t h e  p l e n t y  of t h e  r e s t . ” 
(p .679)

I g n o r i n g  M a l t h u s ’ s a r g u m e n t  a b o u t  th e  a d v a n t a g e  to 
s o c i e t y  of p r o d u c i n g  f o o d  r a t h e r  t h a n  m a n u f a c t u r e s ,  w e  
h a v e  h e r e  a " c o r n  m o d e l "  of p r o d u c t i o n ,  w h i c h  m a y  b e  
e x p r e s s e d  b y  e q u a t i o n s  X I I I  a b o v e .  H o w e v e r ,  t h e r e  is so 
fa r  n o  s t a t e m e n t  o n  t h e  d e t e r m i n a t i o n  of t h e  r a t e s  of
p r o f i t  a n d  ren t .

5 .2. T h e  e q u i l i b r i u m  s t a t e  of c u l t i v a t i o n

T h e  i n d i v i d u a l  p r o f i t - s e e k i n g  f a r m e r  w i l l  a l w a y s
c o n s i d e r  w h e r e  h i s  c a p i t a l  m a y  b e  " m o s t  p r o f i t a b l y "
e m p l o y e d  ( p . 4 5 8 ) .

H e  w i l l  l e a v e  a p i e c e  of l a n d  u n c u l t i v a t e d  w h e n e v e r
h e  c a n  r e s o r t  to a m o r e  f e r t i l e  or l ess d i s t a n t  land,
i.e. o n e  w h i c h  e n a b l e s  h i m  to b r i n g  a g r e a t e r  q u a n t i t y  of 
p r o d u c e  to m a r k e t  a t  t h e  s a m e  e x p e n s e .  T h u s ,  in c o u n t r i e s  
" w i t h  a c o n s i d e r a b l e  q u a n t i t y  of l a n d  of a m i d d l i n g
q u a l i t y ,  t h e  a t t e m p t  to c u l t i v a t e  s u c h  a s p o t  [ i t s  " m o s t  
b a r r e n "  s p o t ]  w o u l d  b e  a p a l p a b l e  m i s d i r e c t i o n  a n d  w a s t e  
b o t h  of i n d i v i d u a l  a n d  n a t i o n a l  r e s o u r c e s "  ( p . 4 5 9 ) .

N o r  w i l l  a n y  " n e w  l a n d "  b e  b r o u g h t  i n t o  c u l t i v a t i o n
if t h e  e x p e n s e s  i n v o l v e d  " m i g h t  b e  e m p l o y e d  to g r e a t e r
a d v a n t a g e  [ m o r e  . p r o f i t a b l y ]  o n  t h e  i m p r o v e m e n t  of l a n d  
a l r e a d y  in c u l t i v a t i o n " ;  a n d  t h i s  i m p r o v e m e n t  w i l l  t a k e  
p l a c e  w h e r e  s u c h  e x p e n s e s  " p r o d u c e  a g r e a t e r  p r o p o r t i o n a l  
e f f e c t  [ p r o d u c t ] "  ( p . 4 5 8 ) .

T h e  " o p e r a t i o n  of i n d i v i d u a l  i n t e r e s t "  ( p . 4 5 8 )  is
s u c h  t h a t  a n y  p i e c e  of l a n d  w i l l  n o t  b e  t a k e n  i n t o  
c u l t i v a t i o n ,  or w i l l  n o t  be l o n g  k e p t  in c u l t i v a t i o n ,  b y  
" p r i v a t e  i n d i v i d u a l s " ,  if "a s  a f a r m i n g  p r o j e c t  ... t h e
c u l t i v a t i o n  of it w o u l d  n o t  a n s w e r "  ( p . 45 9), t h a t  is, if 
its p r o d u c e  w o u l d  n o t  p a y  t h e  f a r m e r  h i s  e x p e n s e s  a n d  a
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" f a i r "  p r o f i t  ( p . 6 8 1 - 2 ) .
T h i s  " f a i r  p r o f i t " ,  or " f a i r  a n d  p r o p e r  r e c o m p e n s e  

to  t h e  g r o w e r "  ( p . 6 7 7 ) ,  is a n e c e s s a r y  r a t e  of p r o f i t s ,  
in l i n e  w i t h  t h e  p r e v a i l i n g  p r o f i t a b i l i t y  e l s e w h e r e ,  or 
t h e  g e n e r a l  r a t e  of p r o f i t s .  It is t h e  s a m e  t h i n g  as  
S m i t h ’ s " o r d i n a r y  p r o f i t s  of f a r m i n g  s t o c k " .  As in 
S m i t h ’ s t h e o r y  of r e n t ,  it is c o n s i d e r e d  a s  g i v e n .

S u p p o s i n g  t h e  i m p o r t a t i o n  of m u c h  c h e a p e r  c o r n  w e r e  
e n c o u r a g e d ,  t h e  c o n s e q u e n t  g r e a t  r e d u c t i o n  of t h e  m o n e y  
p r i c e  of c o r n ,  if it w e r e  n o t  a c c o m p a n i e d  b y  a f all in 
t h e  m o n e y  p r i c e  of l a b o u r  - t h e r e  b e i n g  t h u s  a g r e a t  r i s e  
in t h e  c o r n  w a g e  r a t e  - w o u l d  v e r y  m u c h  r e d u c e  t h e  e x t e n t  
of c u 11 i v a t  i o n :
" T h e  B r i t i s h  g r o w e r  of c o r n  c o u l d  n o t ,  in h i s  o w n  
m a r k e t s ,  s t a n d  t h e  c o m p e t i t i o n  of t h e  f o r e i g n  g r o w e r ,  in 
a v e r a g e  y e a r s .  ... A r a b l e  l a n d s  of a m o d e r a t e  q u a l i t y  
w o u l d  n o t  p a y  t h e  e x p e n s e  of c u l t i v a t i o n .  R i c h  s o i l s  
a l o n e  w o u l d  y i e l d  a r e n t .  R o u n d  all o u r  t o w n s ,  t h e  
a p p e a r a n c e s  w o u l d  b e  t h e  s a m e  a s  u s u a l ;  b u t  in t h e
i n t e r i o r  of t h e  c o u n t r y ,  h a l f  of t h e  l a n d s  w o u l d  b e
n e g l e c t e d ,  a n d  a l m o s t  u n i v e r s a l l y ,  w h e r e  it w a s
p r a c t i c a b l e ,  p a s t u r e  w o u l d  t a k e  p l a c e  of t i l l a g e .  ... It
c o u l d  h a r d l y  b e  e x p e c t e d  t h a t  a c e n t u r y  s h o u l d  e l a p s e  
w i t h o u t  s e e i n g  o u r  p o p u l a t i o n  r e p r e s s e d  w i t h i n  t h e  l i m i t s  
of o u r  s c a n t y  c u l t i v a t i o n "  ( p . 6 7 7 )

O n  t h e  w h o l e ,  M a l t h u s  c o n s i d e r s  t h a t  n o  c o u n t r y  c a n  
l o n g  r e l y  on a r e g u l a r  i m p o r t a t i o n  of c o r n ,  a n d  t h a t  it 
m u s t  in t h e  e n d  d e p e n d  o n  its o w n  d o m e s t i c  s u p p l y .  T h u s ,
in t h i s  . p a s s a g e ,  p o p u l a t i o n  w o u l d  u l t i m a t e l y  b e
" r e p r e s s e d  w i t h i n  t h e  l i m i t s  of o u r  s c a n t y  c u l t i v a t i o n " .  
T h e  d e m a n d  fo r  c o r n  f r o m  t h e  e x c e s s  p o p u l a t i o n  w o u l d  n o t  
b r i n g  a b o u t  a n  i n c r e a s e d  d o m e s t i c  s u p p l y  b e c a u s e  t h e
r a t i o  b e t w e e n  t h e  m o n e y  p r i c e  of l a b o u r  a n d  t h e  m o n e y  
p r i c e  of c o r n ,  i.e. t h e  r e a l  w a g e  r a t e ,  w o u l d  be so h i g h  
t h a t  t h e  e x t e n s i o n  of c u l t i v a t i o n ,  e v e n  to l a n d s  of 
" m o d e r a t e  q u a l i t y " ,  w o u l d  n o t  in t h e  l ong r u n  p a y  t h e
f a r m e r  t h e  r e q u i r e d  r a t e  of p r o f i t .

A l t h o u g h  M a l t h u s  c o n s i d e r s  a f a l l  in t h e  m o n e y  p r i c e



of l a b o u r  to b e  d i f f i c u l t  to h a p p e n  in p r a c t i c e
( p . 6 7 6 , 6 8 4 ) ,  he f o l l o w s  S m i t h  in t h i n k i n g  t h a t  t h e  r e a l  
p r i c e  of l a b o u r  t e n d s  to b e  r e s t o r e d  to a " n a t u r a l  l e v e l "
( p . 2 0 ) :
" T h e  s t a t e  of t h i s  e m p l o y m e n t  [ d e m a n d  f o r  l a b o u r e r s ]  
h o w e v e r  w i l l  n e c e s s a r i l y  r e g u l a t e  t h e  w a g e s  of l a b o u r ,  o n  
w h i c h  d e p e n d s  t h e  p o w e r  of t h e  l o w e r  c l a s s e s  of p e o p l e  to 
p r o c u r e  f o o d ;  a n d  a c c o r d i n g  as t h e  e m p l o y m e n t  of t h e
c o u n t r y  is i n c r e a s i n g ,  w h e t h e r  s l o w l y  or r a p i d l y ,  t h e s e  
w a g e s  w i l l  b e  s u c h ,  as e i t h e r  to c h e c k  or e n c o u r a g e  e a r l y  
m a r r i a g e s ;  s u c h ,  a s  to e n a b l e  a l a b o u r e r  to s u p p o r t  o n l y  
t w o  or t h r e e ,  or  as m a n y  as f i v e  or s i x  c h i l d r e n . "
(p . 4 4 9 )

G i v e n  t h i s  " n a t u r a l "  r a t e  of w a g e s  in t e r m s  of c o r n  
a n d  t h e  r e q u i r e d  r a t e  of p r o f i t  ( a n d  g i v e n  t h e  q u a n t i t i e s  
of l a n d  of v a r i o u s  q u a l i t i e s  a n d  t h e  s t a t e  of
a g r i c u l t u r a l  t e c h n o l o g y ) ,  t h e r e  w i l l  b e  a n  e q u i l i b r i u m  
s t a t e  of c u l t i v a t i o n  - t h e  " l i m i t s "  of c u l t i v a t i o n ,  a n d  
p a r t i c u l a r l y  t h e  q u a l i t y  of t h e  m a r g i n a l  land, b e i n g  
d e t e r m i n e d  b y  t h e  g i v e n  q u a n t i t y  of c a p i t a l  e m p l o y e d  in 
a g r  i c u 1t u r e .

It is e v i d e n t  t h a t  t h i s  e q u i l i b r i u m  s t a t e  of
c u l t i v a t i o n ,  w h i c h  M a l t h u s  a p p e a r s  to  h a v e  in m i n d ,  is
v e r y  s i m i l a r  to t h e  e q u i l i b r i u m  s t a t e  i n v o l v e d  in S m i t h ’ s
" s u b - m o d e l "  of r e n t  d e t e r m i n a t i o n  o n  h e t e r o g e n e o u s  land, 
a s  d e s c r i b e d  in s e c t i o n  3 . 3  a b o v e .  T h e  a p p a r e n t  
d i f f e r e n c e  is t h a t ,  w h e r e a s  S m i t h  c o n s i d e r s  t h e  q u a n t i t y  
of c o r n  p e r  a c r e  to be a g i v e n  q u a n t i t y ,  M a l t h u s  a d m i t s
t h a t  it m a y  b e  p o s s i b l e  a n d  p r o f i t a b l e  f o r  t h e  f a r m e r  to
e m p l o y  m o r e  c a p i t a l  o n  h i s  land, t h e r e b y  o b t a i n i n g
g r e a t e r  y i e l d s .  H o w e v e r ,  t h e  a d d i t i o n a l  e m p l o y m e n t  of 
c a p i t a l  w o u l d  be s u b j e c t  t o  d i m i n i s h i n g  r e t u r n s :
" [ t h e  i n c r e a s e  of f o o d  b y  t h e  i m p r o v e m e n t  of l a n d  a l r e a d y  
c u l t i v a t e d ]  is a s t r e a m ,  w h i c h ,  f r o m  t h e  n a t u r e  of all 
s o i l s ,  i n s t e a d  of i n c r e a s i n g ,  m u s t  b e  g r a d u a l l y
d i m i n i s h i n g "  ( p . 10)

H o w e v e r ,  M a l t h u s  ( 1 8 0 3 )  d o e s  n o t  s t o p  to e l a b o r a t e  
e q u i l i b r i u m  c o n d i t i o n s ,  or t h e  d e t e r m i n a t i o n  of r e n t s  (as



h e  w a s  to do in h i s  1 8 1 5  I n q u i r y  i n t o  R e n t ). H e  is m o r e  
c o n c e r n e d  w i t h  t h e  e x p a n s  i o n  of c u l t i v a t i o n .

5 . 3 .  T h e  g r o w t h  of a g r i c u l t u r e

A p p a r e n t l y  f o l l o w i n g  S m i t h ,  M a l t h u s  s e e s  n o  
r e s t r i c t i o n  to a n  i n c r e a s i n g  p r o d u c t i o n  of f o o d  o n  t h e  
p a r t  of d e m a n d ,  s i n c e  t h e  p r i n c i p l e  of p o p u l a t i o n  
w a r r a n t s  a n  i n c r e a s e  of p o p u l a t i o n  in p r o p o r t i o n  to t h e  
s u p p l y  of f o o d  ( a n d  p o p u l a t i o n  is t a k e n  to r e p r e s e n t  a 
c o m m e n s u r a t e  d e m a n d  fo r  f o o d ) :
" P o p u l a t i o n  i n v a r i a b l y  i n c r e a s e s  w h e r e  t h e  m e a n s  of 
s u b s i s t e n c e  i n c r e a s e ,  u n l e s s  p r e v e n t e d  b y  s o m e  v e r y  
p o w e r f u l  a n d  o b v i o u s  c h e c k s . "  ( p . 20)

T h e  i n c r e a s e  of f o o d  p r o d u c t i o n  is g e n e r a l l y  m a d e  to 
d e p e n d  o n  t h e  g r o w t h  of c a p i t a l  e m p l o y e d  in a g r i c u l t u r e ,  
in t h e  c o n t e x t  of c a p i t a l  a c c u m u l a t i o n  in t h e  e c o n o m y  a s  
a w h o l e .  S t i l l  f o l l o w i n g  S m i t h ,  M a l t h u s  c o n s i d e r s  t h a t  
t h e  r e l a t i v e  e x t e n t  to w h i c h  a n  i n c r e a s i n g  a g g r e g a t e  
c a p i t a l  is e m p l o y e d  in a g r i c u l t u r e  or e l s e w h e r e  d e p e n d s ,  
a t  a n y  t i m e ,  on  t h e  r e l a t i v e  p r o f i t a b i l i t y  of i n v e s t m e n t  
in a g r i c u l t u r e  v i s - " a - v i s  e l s e w h e r e  ( p . 6 7 4 - 5 ) .

A n  a d d i t i o n a l  e m p l o y m e n t  of c a p i t a l  in a g r i c u l t u r e  
is c o n c e i v e d  as  t h e  e m p l o y m e n t  of " m o r e  b u s h e l s  of c o r n  
in t h e  m a i n t e n a n c e  of a g r e a t e r  n u m b e r  of l a b o u r e r s "  
(p . 6 8 4 ) .

5 . 3 . 1 .  D i m i n i s h i n g  r e t u r n s

T h e  i n c r e a s i n g  a g r i c u l t u r a l  c a p i t a l  is e m p l o y e d  to 
" t u r n  u p "  n e w  l a n d s  a n d  to " i m p r o v e "  w h a t  is a l r e a d y  
c u l t i v a t e d .  H o w e v e r ,  in a c o u n t r y  t h a t  h a s  l o n g  b e e n  
o c c u p i e d  - w h e n  " a c r e  h a s  b e e n  a d d e d  to a c r e  t i l l  all t h e  
f e r t i l e  l a n d  is o c c u p i e d "  ( p . 10) - t h e  c u l t i v a t i o n  of 
l e s s  f e r t i l e  s o i l s  a n d  t h e  f u r t h e r  c u l t i v a t i o n  of f e r t i l e  
l a n d  a r e  b o t h  s u b j e c t  to d i m i n i s h i n g  r e t u r n s  in t e r m s  of 
i n c r e a s e s  in p r o d u c e  for e q u a l  a d d i t i o n s  of c a p i t a l  or of 
t h e  c o r r e s p o n d i n g  n u m b e r  of l a b o u r e r s  (p. 10 eJL_ p a s s  i m ) .
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C o n s e q u e n t l y ,  t h e  a d d i t i o n a l  s u r p l u s  p r o d u c e  C o v e r  
t h e  m a i n t e n a n c e  of t h e  l a b o u r e r s )  is d i m i n i s h e d  in
r e l a t i o n  to t h e  a d d i t i o n a l  c a p i t a l  e m p l o y e d .  G i v e n  t h e  
r a t e  of p r o f i t s ,  t h i s  i m p l i e s  t h a t  r e n t  is l o w e r e d  in 
r e l a t i o n  to c a p i t a l  e m p l o y e d ,  or as  a s h a r e  of t h e  
a d d i t i o n a l  p r o d u c e .

5 . 3 . 2 .  T h e  n a t u r a l  l i m i t  of c u l t i v a t i o n

It f o l l o w s  tha t ,  as c u l t i v a t i o n  is e x t e n d e d  to l e s s 
f e r t i l e  (or m o r e  d i s t a n t )  la n d s ,  it m a y  e v e n t u a l l y  r e a c h  
s o m e  l a n d  th e  p r o d u c e  of w h i c h  l e a v e s  n o  s u r p l u s  o v e r  t h e  
m a i n t e n a n c e  of t h e  l a b o u r e r s  a n d  t h e  r e q u i r e d  p r o f i t  of 
t h e  f a r m e r ,  t h a t  is, it l e a v e s  n o  s u r p l u s  to b e  p a i d  as 
r e n t .

T h i s  i m p l i c a t i o n  of M a l t h u s ’ s a n a l y s i s  is a p p a r e n t l y  
h i n t e d  b y  h i m  in t h e  f o l l o w i n g  p a s s a g e ,  w h e r e  t h e
’’i n s t a n c e ” of a n o - r e n t  l a n d  a p p e a r s  e x p l i c i t l y :
” If w e  t a k e  [as a n  a r b i t r a r y  d e f i n i t i o n  of t h e  ” w e a l t h ” 
of a s t a t e ]  t h e  c l e a r  s u r p l u s  p r o d u c e  of t h e  l a n d  ... t h e  
f u n d s  f o r  t h e  m a i n t e n a n c e  of l a b o u r  [i.e. t h e  g r o s s
p r o d u c e  of t h e  lan d ]  a n d  t h e  p o p u l a t i o n  m a y  i n c r e a s e ,
w i t h o u t  a n  i n c r e a s e  of w e a l t h ,  as  in t h e  i n s t a n c e  of t h e
c u l t i v a t i o n  of n e w  lands, w h i c h  w i l l  p a y  a p r o f i t  b u t  n o t
a r e n t  ; a n d ,  v i c e  v e r s a ,  w e a l t h  m a y  i n c r e a s e ,  w i t h o u t  
i n c r e a s i n g  t h e  f u n d s  f o r  t h e  m a i n t e n a n c e  of l a b o u r  a n d
t h e  p o p u l a t i o n ,  as in t h e  i n s t a n c e  of i m p r o v e m e n t s  in
a g r i c u l t u r a l  i n s t r u m e n t s ,  a n d  in t h e  m o d e  of a g r i c u l t u r e ,  
w h i c h  m a y  m a k e  t h e  l a n d  y i e l d  t h e  s a m e  p r o d u c e ,  w i t h
f e w e r  p e r s o n s  e m p l o y e d  u p o n  i t ” (p . 6 7 2 ; e m p h a s i s  m i n e )

O n e  m a y  i n f e r  t h a t ,  c e t e r i s  p a r i b u s , t e c h n i c a l  
i m p r o v e m e n t s  in a g r i c u l t u r e  ( w h i c h  p r e s u m a b l y  c a n  be
a p p l i e d  to a n y  q u a l i t y  of land) w o u l d  t u r n  a n o - r e n t  l a n d 
i n t o  a r e n t - y i e l d i n g  land; a n d  t h e  n o - r e n t  l a n d  w o u l d  
i n s t e a d  b e  a s t i l l  l ess f e r t i l e  land.

G i v e n  t h e  q u a n t i t i e s  of l a n d  of v a r i o u s  q u a l i t i e s
a n d  t h e  k n o w n  m e t h o d s  a n d  i n s t r u m e n t s  of h u s b a n d r y ,  a n d
g i v e n  t h e  w a g e  r a t e  in t e r m s  of f o o d  a n d  t h e  r e q u i r e d
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r a t e  of p r o f i t s ,  t h e r e  w i l l  b e  a n o - r e n t  q u a l i t y  of land, 
b e y o n d  w h i c h  c u l t i v a t i o n  c a n  o n l y  b e  p e r m a n e n t l y  e x t e n d e d  
if t h e r e  a r e  t e c h n i c a l  i m p r o v e m e n t s  in a g r  i cu 1 t u r  el- N o  
c a p i t a l  w i l l  b e  (or l o n g  r e m a i n )  i n v e s t e d  b e y o n d  t h e  
n o - r e n t  q u a l i t y  of land, s i n c e  a s t i l l  p o o r e r  l a n d  w i l l  
n o t  p a y  t h e  r e q u i r e d  r a t e  of p r o f i t s .

It s e e m s  t h a t  S m i t h  h a d  n o t  t h o u g h t  of t h e
p o s s i b i l i t y  of c u l t i v a t i o n  b e i n g  e x t e n d e d  to so b a r r e n  or 
so d i s t a n t  l a n d s ,  s u c h  as  n o t  to a f f o r d  s o m e  r e n t .
M o r e o v e r ,  he g e n e r a l l y  t h o u g h t  t h a t  t h e r e  w o u l d  b e
i m p r o v e m e n t s  in a g r i c u l t u r e  r a t h e r  t h a n  d i m i n i s h i n g
r e t u r n s .

B u t  M a l t h u s  - c o n c e r n e d  as  he w a s  w i t h  t h e  t e n d e n c y
of p o p u l a t i o n  to i n c r e a s e  to v a s t  n u m b e r s ,  a n d
c o n s i d e r i n g  t h e  l i m i t s  to w h i c h  t h e  i n c r e a s e  of f o o d
p r o d u c t i o n  is s u b j e c t  - o f t e n  s p e a k s  of t h e  p o s s i b i l i t y  
of c u l t i v a t i n g  " b a r r e n  l a n d s "  in " l o n g  p e o p l e d ”
c o u n t r i e s ,  p a r t i c u l a r l y  B r i t a i n  a n d  " C h i n a ,  w h i c h  is so 
f u l l y  c u l t i v a t e d  a n d  so f u l l y  p e o p l e d "  ( p . 4 6 0 ) .  H e n c e  h i s  
c o n s i d e r i n g  w h e t h e r  t h e  c u l t i v a t i o n  of b a r r e n  l a n d s  w o u l d  
" a n s w e r ” to t h e  f a r m e r  by p a y i n g  h i m  a t  l e a s t  a " f a i r  
p r o f i t " ;  a n d  h e n c e  h i s  n o t i o n  of a n o - r e n t  land.

5 . 3 . 3 .  F o o d  f o r  c a p i t a l

T h e  e m p l o y m e n t  of a d d i t i o n a l  c a p i t a l ,  i.e. s a v i n g s
f r o m  t h e  n a t i o n a l  r e v e n u e ,  w i l l  a b o r t  if it c a n n o t  f i n d  
l a b o u r e r s  to e m p l o y ;  a n d  it w i l l  n o t  f i n d  t h e  a d d i t i o n a l  
n u m b e r  of l a b o u r e r s  it d e m a n d s  w h e r e  a d d i t i  o n a 1 f o o d
c a n n o t  b e  r a i s e d  to s u p p o r t  t h e m  ( b a r r i n g  i m p o r t a t i o n ) .
In t h i s  c a s e ,  t h e  i n v e s t m e n t  of c a p i t a l  w i l l  " s u c c e e d ”
o n l y  in r a i s i n g  t h e  m o n e y  p r i c e  of l a b o u r  a n d  t h e r e f o r e

1 " I m p r o v e d  s k i l l  a n d  a s a v i n g  of l a b o u r  w o u l d  c e r t a i n l y  
e n a b l e  t h e  C h i n e s e  to c u l t i v a t e  s o m e  l a n d s  w i t h  a d v a n t a g e  
w h i c h  t h e y  c a n n o t  c u l t i v a t e  n o w  ... t h i s  e x t e n d e d
c u l t i v a t i o n  . . . "  (M a 1t h u s , 1 7 9 8 , p . 1 2 9 , n . )
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t h e  p r i c e  of f o o d  ( t h r o u g h  t h e  l a b o u r e r s ’ i n c r e a s e d  
d e m a n d ) ,  b y  p r e s s i n g  a g a i n s t  f i x e d  s u p p l i e s  of l a b o u r e r s  
a n d  f o o d :
" T h e  e r r o r  of Dr. S m i t h  l i e s  in r e p r e s e n t i n g  e v e r y  
i n c r e a s e  of t h e  r e v e n u e  or s t o c k  of a s o c i e t y ,  as a n
i n c r e a s e  of t h e s e  f u n d s  [ f o o d  for t h e  m a i n t e n a n c e  of
l a b o u r e r s ] .  S u c h  s u r p l u s  s t o c k  or r e v e n u e  [ s a v i n g s ] ,  w i l l  
i n d e e d  a l w a y s  b e  c o n s i d e r e d  b y  t h e  i n d i v i d u a l  p o s s e s s i n g  
it, as a n  a d d i t i o n a l  f u n d  f r o m  w h i c h  h e  m a y  m a i n t a i n  m o r e  
l a b o u r ;  b u t  it w i l l  n o t  b e  a r eal a n d  e f f e c t u a l  f u n d  f o r
t h e  m a i n t e n a n c e  of a n  a d d i t i o n a l  n u m b e r  of 1a b o u r e r s , 
u n l e s s  t h e  w h o l e ,  or a t  l e a s t  a g r e a t  p a r t  of it, b e  
c o n v e r t i b l e  i n t o  a p r o p o r t i o n a l  q u a n t i t y  of p r o v i s i o n s ;  
a n d  it w i l l  n o t  b e  so c o n v e r t i b l e  w h e r e  t h e  i n c r e a s e  [of 
r e v e n u e ]  h a s  a r i s e n  m e r e l y  f r o m  t h e  p r o d u c e  of l a b o u r  
[ m a n u f a c t u r e s ] ,  a n d  n o t  f r o m  t h e  p r o d u c e  of land. A 
d i s t i n c t i o n  w i l l  in t h i s  c a s e  o c c u r  b e t w e e n  t h e  n u m b e r  of 
h a n d s  w h i c h  t h e  s t o c k  of t h e  s o c i e t y  c o u l d  e m p l o y ,  a n d  
t h e  n u m b e r  w h i c h  i t s  t e r r i t o r y  c a n  m a i n t a i n .  ... 
s u p p o s i n g  a n a t i o n ,  f o r  a  c o u r s e  of y e a r s ,  to a d d  w h a t  it 
s a v e d  f r o m  it s  y e a r l y  r e v e n u e  to its m a n u f a c t u r i n g  
c a p i t a l  s o l e l y ,  a n d  n o t  to its c a p i t a l  e m p l o y e d  u p o n  t h e  
l a n d  ... [ a n d  t h e r e f o r e ]  w i t h o u t  a n y  i n c r e a s e  in t h e  r e a l  
f u n d s  f o r  t h e  m a i n t e n a n c e  of l a b o u r  [i.e. " w i t h o u t  a 
p o w e r  of s u p p o r t i n g  a g r e a t e r  n u m b e r  of l a b o u r e r s " ] .  
T h e r e  w o u l d ,  n o t w i t h s t a n d i n g ,  b e  a d e m a n d  fo r  l a b o u r ,  
f r o m  t h e  p o w e r  t h a t  e a c h  m a n u f a c t u r e r  w o u l d  p o s s e s s ,  or 
a t  l e a s t  t h i n k  he  p o s s e s s e d ,  of e x t e n d i n g  h i s  o l d  s t o c k  
in t r a d e ,  or of s e t t i n g  u p  f r e s h  w o r k s .  T h i s  d e m a n d ,
w o u l d  of c o u r s e  r a i s e  t h e  p r i c e  of l a b o u r ;  b u t  if t h e  
y e a r l y  s t o c k  of p r o v i s i o n s  in t h e  c o u n t r y  w e r e  n o t  
i n c r e a s i n g ,  t h i s  r i s e  w o u l d  s o o n  t u r n  o u t  to b e  m e r e l y  
n o m i n a l ,  a s  t h e  p r i c e  of p r o v i s i o n s  m u s t  n e c e s s a r i l y  r i s e  
w i t h  i t . "  ( p . 6 9 4 )

T a k i n g  M a l t h u s ’ s s u p p o s  i t i on of a f i x e d  s u p p l y  in 
t h e  c o n t e x t  of h i s  a r g u m e n t ,  a s  d e s c r i b e d  in t h e  s e c t i o n s  
a b o v e ,  it s e e m s  to i m p l y  w h a t  h a s  b e e n  d e s c r i b e d  h e r e  as  
h i s  " n a t u r a l  l i m i t  of c u l t i v a t i o n " .  T h i s  is s u g g e s t e d  b y
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h i s  u s i n g  t h e  e x a m p l e  of C h i n a  as i l l u s t r a t i o n  of t h i s  
s t r o n g  c a s e  of l i m i t e d  s u p p l y  of f o o d .  It is a l s o  
s u g g e s t e d  b y  t h e  e x p l a n a t i o n  he o f f e r s  in a n t i c i p a t i o n  of 
t h e  o b j e c t i o n  t h a t ,  e v e n  if t h e  d o m e s t i c  p r o d u c t i o n  of 
f o o d  c o u l d  n o t  be i n c r e a s e d  a t  a l l ,  ’’t h e  a d d i t i o n a l  
c a p i t a l  of t h e  n a t i o n  w o u l d  e n a b l e  it to i m p o r t
p r o v i s i o n s ,  s u f f i c i e n t  f o r  t h e  m a i n t e n a n c e  of t h o s e  w h o m  
i t s  s t o c k  c o u l d  e m p l o y ” ( p . 6 9 5 ) .  H e  f i n d s  a l i m i t  to 
i m p o r t a t i o n  t h a t  is s i m i l a r  to h i s  n a t u r a l  l i m i t  of 
d o m e s t i c  c u l t i v a t i o n :
” w h e n  t h e  c o m m e r c i a l  p o p u l a t i o n  of a n y  c o u n t r y  i n c r e a s e s  
so m u c h  b e y o n d  t h e  s u r p l u s  p r o d u c e  of t h e  c u l t i v a t o r s ,  
t h a t  t h e  d e m a n d  f o r  i m p o r t e d  c o r n  is n o t  e a s i l y  s u p p l i e d ,  
a n d  t h e  p r i c e  r i s e s  in p r o p o r t i o n  to t h e  p r i c e  of w a g e s
... In t h e  p r o g r e s s  of w e a l t h ,  t h i s  w i l l  n a t u r a l l y  t a k e
p l a c e ;  e i t h e r  f r o m  t h e  l a r g e n e s s  of t h e  s u p p l y  w a n t e d ;
t h e  i n c r e a s e d  d i s t a n c e  f r o m  w h i c h  it is b r o u g h t ,  a n d  
c o n s e q u e n t l y  t h e  i n c r e a s e d  e x p e n s e  of i m p o r t a t i o n ;  t h e  
g r e a t e r  c o n s u m p t i o n  of it in t h e  c o u n t r i e s  in w h i c h  it is 
u s u a l l y  p u r c h a s e d ;  or w h a t  m u s t  u n a v o i d a b l y  h a p p e n ,  t h e  
n e c e s s i t y  of a g r e a t e r  d i s t a n c e  of i n l a n d  c a r r i a g e ,  in 
t h e s e  c o u n t r i e s .  . . . [ S u c h  a n a t i o n ’ s] f u n d s  f o r  t h e
m a i n t e n a n c e  of l a b o u r ,  a n d  c o n s e q u e n t l y  its p o p u l a t i o n ,  
w i l l  be  p e r f e c t l y  s t a t i o n a r y .  T h i s  p o i n t  is t h e  n a t u r a l  
l i m i t  to t h e  p o p u l a t i o n  of all c o m m e r c i a l  s t a t e s . ”
C p . 6 9 6 )

E l s e w h e r e ,  a d h e r i n g  to h i s  g e n e r a l  a s s u m p t i o n  of 
a b s e n c e  of i m p o r t a t i o n  of f o o d ,  M a l t h u s  e x a m i n e s  t h e  
p o s s i b i l i t i e s  of e m p l o y m e n t  of a n  i n c r e a s i n g  c a p i t a l
b e f o r e  t h e  n a t u r a l  l i m i t  of c u l t i v a t i o n  is r e a c h e d .
A g a i n ,  t h e  d e m a n d  f o r  l a b o u r e r s  is s u p p o s e d  to i n c r e a s e  
in p r o p o r t i o n  to a g g r e g a t e  c a p i t a l ,  w h e r e a s  t h e  s u p p l y  of 
l a b o u r e r s  ( p o p u l a t i o n )  c a n  o n l y  i n c r e a s e  in p r o p o r t i o n  to 
t h e  p r o d u c e  of a g r i c u l t u r e  ( m e a n s  of s u b s i s t e n c e ) .
H o w e v e r ,  t h e  i n c r e a s i n g  d e m a n d  f o r  l a b o u r e r s  a n d  t h e
d e r i v e d  d e m a n d  f o r  s u b s i s t e n c e  w o u l d  n o t  b e  m e t  b y
p r o p o r  t i o n a 1 s u p p l i e s ,  a n d  t h e r e f o r e  w o u l d  r a i s e  t h e  
m o n e y  p r i c e s  of l a b o u r  a n d  s u b s i s t e n c e :
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" T h e  c o m p e t i t i o n  of i n c r e a s i n g  c o m m e r c i a l  w e a l t h ,  
o p e r a t i n g  u p o n  a s u p p l y  of c o r n  n o t  i n c r e a s i n g  in t h e  
s a m e  p r o p o r t i o n ,  m u s t  a t  all t i m e s  g r e a t l y  t e n d  to r a i s e  
t h e  p r i c e  of l a b o u r  C t o g e t h e r  w i t h  t h e  p r i c e  of c o r n ] "  
(p . 6 7 6 - 7 )

W o u l d  n o t  t h e  i n c r e a s e d  d e m a n d  a n d  p r i c e  of c o r n  
e n c o u r a g e  i n v e s t m e n t  in a g r i c u l t u r e  a n d  t h e r e b y  b r i n g  
a b o u t  a p r o p o r t i o n a l  i n c r e a s e  in t h e  s u p p l y  ?
A n t i c i p a t i n g  t h i s  o b j e c t i o n ,  M a l t h u s  a n s w e r s :
" I t  w i l l  b e  s a i d ,  p e r h a p s ,  t h a t  t h e  a d v a n c e  in t h e  p r i c e  
of p r o v i s i o n s  w i l l  i m m e d i a t e l y  t u r n  s o m e  a d d i t i o n a l  
c a p i t a l  i n t o  t h e  c h a n n e l  of a g r i c u l t u r e ,  a n d  t h u s
o c c a s i o n  a m u c h  g r e a t e r  p r o d u c e .  B u t  f r o m  e x p e r i e n c e ,  it
a p p e a r s ,  t h a t  t h i s  is a n  e f f e c t  w h i c h  t a k e s  p l a c e  v e r y  
s l o w l y ,  p a r t i c u l a r l y  w h e n ,  as in t h e  p r e s e n t  i n s t a n c e ,  a n
a d v a n c e  in t h e  p r i c e  of l a b o u r  h a d  p r e c e d e d  t h e  a d v a n c e
in t h e  p r i c e  of p r o v i s i o n s ,  a n d  w o u l d  t h e r e f o r e  t e n d  to 
i m p e d e  t h e  g o o d  e f f e c t s  u p o n  a g r i c u l t u r e ,  w h i c h  t h e
i n c r e a s e d  v a l u e  of t h e  p r o d u c e  of l a n d  m i g h t  o t h e r w i s e  
h a v e  o c c a s i o n e d . "  ( p . 6 9 5 )

5 . 4 .  P o o r  L a w s

" T h e  p o o r  l a w s  of E n g l a n d  t e n d  to d e p r e s s  t h e  
g e n e r a l  c o n d i t i o n  of t h e  p o o r  ... T h e i r  f i r s t  o b v i o u s  
t e n d e n c y  is to i n c r e a s e  p o p u l a t i o n  Cby e n c o u r a g i n g  
m a r r i a g e  f r o m  a " p r o s p e c t  of p a r i s h  p r o v i s i o n " ]  w i t h o u t  
i n c r e a s i n g  t h e  f o o d  f o r  its s u p p o r t "  a n d  t h e r e f o r e  " t o  
r a i s e  t h e  p r i c e  of p r o v i s i o n s ,  a n d  to l o w e r  t h e  r e a l  
p r i c e  of l a b o u r "  ( p . 3 6 5 - 6 )

A g a i n ,  w o u l d  n o t  t h e  p r o d u c t i o n  of f o o d  b e  i n c r e a s e d  
b y  t h e  i n c r e a s e d  d e m a n d  a n d  t h e  i n c r e a s e d  p r i c e  of f o o d  
r e l a t i v e  to t h e  p r i c e  of l a b o u r  ? T h e  f o l l o w i n g  is t h e  
a n s w e r  t h a t  o n e  f i n d s  in t h e  c h a p t e r s  o n  P o o r  L a w s :
" T h e  f o o d  of a c o u n t r y  w h i c h  h a s  b e e n  l o n g  p e o p l e d ,  if it 
b e  i n c r e a s i n g ,  i n c r e a s e s  s l o w l y  a n d  r e g u l a r l y ,  a n d  c a n n o t  
b e  m a d e  to a n s w e r  a n y  s u d d e n  d e m a n d s "  ( p . 365)

R e f e r r i n g  to t h i s  a n d  o t h e r  p a s s a g e s  of t h e  E s s a y  on



P o p u I  at i o n . C a n n a n  ( 1 8 9 3 , p . 2 3 8 - 4 0 )  a t t r i b u t e s  to M a l t h u s  
a " c u r i o u s  h a b i t  of r e g a r d i n g  t h e  s u p p l y  of f o o d  a s  f i x e d  
in s o m e  w a y  i n d e p e n d e n t l y  of t h e  d e m a n d  for it" ( p . 2 4 0 ) .

R i c a r d o  p e r c e i v e d  t h i s  " c u r i o u s  h a b i t " ,  a t  l e a s t  
t h i s  i n s t a n c e  in M a l t h u s ’ s a r g u m e n t  on t h e  P o o r  L a w s .  
R e f e r r i n g  to t h e  E s s a y  o n  P o p u l a t i o n , R i c a r d o  s a y s  in a 
l e t t e r  to M a l t h u s  of 2 Jan. 1 8 1 6 :
"I r e m e m b e r  m e n t i o n i n g  to y ou, a n d  I b e l i e v e  y o u  t o l d  m e  
t h a t  y o u  h a d  a l t e r e d  it in t h e  f o l l o w i n g  e d i t i o n s ,  t h a t  I 
t h o u g h t  y o u  a r g u e d  in s o m e  p l a c e s  as  if t h e  p o o r  r a t e s  
h a d  n o  e f f e c t  in i n c r e a s i n g  t h e  q u a n t i t y  of f o o d  to b e  
d i s t r i b u t e d  - t h a t  I t h o u g h t  y o u  w e r e  b o u n d  to a d m i t  t h a t  
t h e  p o o r  l a w s  w o u l d  i n c r e a s e  t h e  d e m a n d  a n d  c o n s e q u e n t l y  
t h e  s u p p l y . "  ( V I I , 2 - 3 )

T h i s  is t h e  o n l y  s p e c i f i c  p o i n t  m e n t i o n e d  b y  R i c a r d o  
o n  t h i s  o c c a s i o n ,  w h e n  h e  r e c o l l e c t s  h i s  c o n n e c t i o n  w i t h  
t h e  E s s a y  on P o p u l a t i o n . It m a y  h a v e  p l a y e d  a n  i m p o r t a n t  
p a r t  in t h e  e m e r g e n c e  of h i s  t h e o r y  of p r o f i t s ,  as w i l l  
b e  s e e n  in c h a p t e r  8.

M a l t h u s ’ s p o s i t i o n  c o n c e r n i n g  t h e  e f f e c t  of t h e  
d e m a n d  f o r  f o o d  o n  c u l t i v a t i o n  w i l l  b e  e x a m i n e d  in d e t a i l  
in c h a p t e r  7. B e f o r e  t h a t ,  it is n e c e s s a r y  to c o n s i d e r  
H o r n e r ’ s p o s i t i o n  o n  t h e  s a m e  t o p i c .



74

C H A P T E R  6
H O R N E R  ( 1 8 0 4 ) :  T H E  E F F E C T  O F  T H E  D E M A N D  F O R  C O R N  O N  
C U L T I V A T I O N

H o r n e r ' s  a r t i c l e  a b o u t  a b o u n t y  o n  t h e  e x p o r t a t i o n  
of c o r n ,  in t h e  E d i n b u r g h  R e v i e w  of O ct. 1 8 0 4 ^  m a y  w e  1 1 
h a v e  i n f l u e n c e d  R i c a r d o  in f o r m i n g  h i s  v i e w  t h a t  a n
i n c r e a s e d  d e m a n d  fo r  c o r n  n e c e s s a r i l y  o c c a s i o n s  a n  e q u a l  
s u p p l y  - i n c l u d i n g  h i s  c r i t i q u e  of t h e  d i f f e r e n t  p o s i t i o n  
w h i c h  M a l t h u s  a d o p t e d  w h e n  d i s c u s s i n g  t h e  P o o r  L a w s  in 
t h e  E s s a y  on  P o p u l a t i o n  (as s e e n  in s e c t i o n  5 . 4  a b o v e ) .

In h i s  Pr i n c  i p i e s . R i c a r d o  c o m m e n t s  o n  H o r n e r ' s
a n a l y s i s  of t h e  b o u n t y  in t h e  f o l l o w i n g  t e r m s :
" [ t h e  E d i n b u r g h  r e v i e w e r ]  h a s  v e r y  c l e a r l y  p o i n t e d  o u t  
its e f f e c t s  [i.e. of t h e  b o u n t y  u p o n  e x p o r t e d  c o r n ]  o n  
t h e  f o r e i g n  a n d  h o m e  d e m a n d .  H e  h a s  a l s o  j u s t l y  r e m a r k e d ,  
t h a t  it w o u l d  n o t  f a i l  to g i v e  e n c o u r a g e m e n t  to
a g r i c u l t u r e  in t h e  e x p o r t i n g  c o u n t r y "  ( 1 , 3 0 2 )
H o r n e r ’ s a r g u m e n t  t h a t  t h e  b o u n t y  " w o u l d  n o t  f a i l  to g i v e  
e n c o u r a g e m e n t  to a g r i c u l t u r e "  (by i n c r e a s i n g  t h e  t o t a l  
d e m a n d  f o r  h o m e - g r o w n  c o r n )  w a s  w o r t h y  of a t t e n t i o n
e s p e c i a l l y  b e c a u s e  he i n t e n d e d ,  w i t h  " m u c h  d i f f i d e n c e " ,  
to m a k e  a " c o r r e c t i o n "  to S m i t h ’ s a n a l y s i s  of t h e  
o p e r a t i o n  of t h e  b o u n t y .  A c c o r d i n g  to t h i s  a n a l y s i s  (to 
b e  s e e n  p r e s e n t l y )  t h e  b o u n t y  w o u l d  i n c r e a s e  t h e  d e m a n d
a n d  p r i c e  of c o r n  b u t  t h e s e  i n c r e a s e s  w o u l d  fail to
e n c o u r a g e  c u l t i v a t i o n .

H o r n e r ’ s a r t i c l e  m a y  e v e n  h a v e  s t i m u l a t e d  R i c a r d o  to 
r e a d  t h e  E s s a y  on  P o p u l a t i o n . a s  it c o n t a i n s  a n
i n s t a l m e n t  of H o r n e r ’ s i n t e n d e d  r e v i e w  of M a l t h u s ’ s b o o k ,

1 T h i s  a r t i c l e  w a s  p u b l i s h e d  a n o n y m o u s l y ,  as w e r e  all t h e  
c o n t r i b u t i o n s  to t h e  E d i n b u r g h  R e v i e w  a t  t h a t  time. F o r  
t h e  a s s i g n m e n t  of a u t h o r s h i p  s e e  F e t t e r  ( 1 9 5 3 ) , p . 2 4 3  et 
s e q . T h e  b o u n t y ,  o r i g i n a l l y  e s t a b l i s h e d  b y  a n  A c t  of 
1 6 8 8 ,  h a d  b e e n  s u s p e n d e d  b e t w e e n  1 7 6 5 - 7 3 ,  a b o l i s h e d  in 
1 7 7 3  a n d  r e v i v e d  b y  a n  A c t  of P a r l i a m e n t  of J u l . 1804.



a r e v i e w  w h i c h  w a s  n e v e r  c o m p l e t e d ? '  H o r n e r  r e f e r s  to 
Mai t h u s  a s  " t h e  i n g e n i o u s  a n d  e n l i g h t e n e d  a u t h o r  of t h e  
E s s a y  o n  P o p u l a t i o n ” , a n  " o r i g i n a l  a n d  i m p o r t a n t  w o r k ” 
( p . 9 7 ) ;  a n d  a l s o  ”b y  f a r  t h e  m o s t  i n t e l l i g e n t  a d v o c a t e  
f o r  t h e  b o u n t y ” ( p . 106).

6 . 1 .  H o r n e r 1 s c r i t i q u e  of M a l t h u s ’ s v i e w

H o r n e r  r e f e r s  to a p a s s a g e  f r o m  t h e  E s s a y  o n  
P o p u 1 a t  i o n  ( 1 8 0 3  e d i t i o n ) ,  w h e r e  M a l t h u s  a s s e r t s  t h a t  t h e  
C o r n  L a w s  of 1 6 8 8  a n d  1 7 0 0  ( i n c l u d i n g  t h e  b o u n t y  o n  
e x p o r t a t i o n )  h a d  g i v e n  s u c h  a n  e n c o u r a g e m e n t  to
a g r i c u l t u r e  t h a t  ” the a p p a r e n t  r e s u l t  w a s  g r a d u a l l y  to 
p r o d u c e  a g r o w t h  of c o r n  in t h e  c o u n t r y ,  c o n s i d e r a b l y  
a b o v e  t h e  w a n t s  of t h e  a c t u a l  p o p u l a t i o n ,  a n d  
c o n s e q u e n t l y  to l o w e r  g r e a t l y  t h e  p r i c e s  of it [ d u r i n g  
t h e  f i r s t  h a l f  of t h e  e i g h t e e n t h  c e n t u r y ] ” 
(M a 1 t h u s , 1 8 0 3 , p . 6 8 0 ; s u m m a r i z e d  b y  H o r n e r , 1 8 0 4 , p . 1 0 6 - 7 ) .
H o r n e r  t h e n  o b s e r v e s :
” C M a l t h u s ]  e v i d e n t l y  f o r g e t s ,  t h a t  a g r e a t e r  g r o w t h  [of
c o r n ]  c a n  o n l y  b e  o c c a s i o n e d  b y  a g r e a t e r  d e m a n d ” ( p . 107)

E l s e w h e r e ,  H o r n e r  a r g u e s :
" T h e  d e m a n d  in t h e  h o m e  m a r k e t  is a t  al l  t i m e s  b y  f a r  t h e
m o s t  p o w e r f u l ,  g e n e r a l l y  t h e  s o l e ,  e n c o u r a g e m e n t  to
c u l t i v a t i o n ” ( p . 110)

T o w a r d s  t h e  e n d  of h i s  a r t i c l e ,  H o r n e r  q u o t e s  a
p a s s a g e  f r o m  a r e c e n t  P a r l i a m e n t a r y  R e p o r t  o n  t h e  c o r n  

2t r a d e ,  w h i c h  a f f o r d s  e m p i r i c a l  e v i d e n c e  in s u p p o r t  of h i s  
v i e w  c o n c e r n i n g  t h e  r o l e  of d e m a n d  in e n c o u r a g i n g
c u l t i v a t i o n  ( b y  r a i s i n g  t h e  r e l a t i v e  p r i c e  of c o r n )  - 
t h o u g h  H o r n e r  d o e s  n o t  a d d u c e  it a s  s u c h :
" [ t h e  h i g h  a v e r a g e  p r i c e  of c o r n  s i n c e  1 7 9 1 ]  h a v e  h a d  t h e  
e f f e c t  of s t i m u l a t i n g  i n d u s t r y  [ d i l i g e n c e ] ,  a n d  b r i n g i n g

1 S e e  t h e  a c c o u n t  in F e t t e r  ( 1 9 5 7 ) , p . 9 - 1 0 .
2 R e p o r t  of t h e  C o m m i t t e e  of t h e  H o u s e  of C o m m o n s  
r e s p e c t i n g  t h e  C o r n  T r a d e ,  o r d e r e d  to be p r i n t e d  1 4 t h  
J u n e  1 8 0 4



i n t o  c u l t i v a t i o n  l a r g e  t r a c t s  of w a s t e  l a n d "  ( q u o t e d  by-
H o r n e r ,  1 8 0 4 , p . 1 1 4 )

H o r n e r  t h u s  e m p h a s i z e s  t h e  r o l e  of d e m a n d  as  a
p r e - c o n d i t i o n  f or, a n d  as a n  e n c o u r a g e m e n t  to, t h e  
f u r t h e r  c u l t i v a t i o n  of c o r n .  He  a s s e r t s  t h i s  r o l e  n o t  
o n l y  a g a i n s t  M a l t h u s ,  b u t  m a i n l y  a g a i n s t  th e  a u t h o r i t y  of 
A d a m  S m i t h .

6 . 2 .  C r i t i q u e  of S m i t h *  s p o s i t i o n

S m i t h  h a d  a r g u e d  t h a t  a b o u n t y  o n  e x p o r t e d  c o r n
m a k e s  t h e  m o n e y  p r i c e  of c o r n  in t h e  h o m e  m a r k e t  h i g h e r  
t h a n  it w o u l d  " n a t u r a l l y ” be, b u t  d o e s  n o t  s u c c e e d  in 
e n c o u r a g i n g  c u l t i v a t i o n  b e c a u s e  it f a i l s  to r a i s e  t h e  
f a r m e r ’ s p r o f i t s  in r e a l  t e r m s . T h e  r e a s o n  f o r  t h i s
f a i l u r e  is t h u s  e x p l a i n e d  b y  S m i t h :
" t h e  m o n e y  p r i c e  of c o r n  r e g u l a t e s  t h a t  of all o t h e r  
h o m e - m a d e  c o m m o d i t i e s .  ... T h e  m o n e y  p r i c e  of l a b o u r ,  a n d  
of e v e r y  t h i n g  t h a t  is t h e  p r o d u c e  e i t h e r  of l a n d  [ r a w
p r o d u c e ]  or l a b o u r  [ m a n u f a c t u r e s ] ,  m u s t  n e c e s s a r i l y
e i t h e r  r i s e  or f all in p r o p o r t i o n  to t h e  m o n e y  p r i c e  of 
c o r n "  (W e a l t h  of N a t i o n s . G l a s c o w  e d i t i o n , v o 1 . I ,p . 5 0 9 - 1 0 )
In p a r  t i c u 1a r :
" [ t h e  m o n e y  p r i c e  of c o r n ]  r e g u l a t e s  t h e  m o n e y  p r i c e  of 
l a b o u r ,  w h i c h  m u s t  a l w a y s  b e  s u c h  a s  to e n a b l e  t h e  
l a b o u r e r  to p u r c h a s e  a q u a n t i t y  of c o r n  s u f f i c i e n t  to 
m a i n t a i n  h i m  a n d  h i s  f a m i l y  e i t h e r  in t h e  l i b e r a l ,  
m o d e r a t e  or s c a n t y  m a n n e r  in w h i c h  th e  a d v a n c i n g ,
s t a t i o n a r y  or d e c l i n i n g  c i r c u m s t a n c e s  of t h e  s o c i e t y  [ a n d  
h e n c e  of t h e  d e m a n d  fo r  l a b o u r e r s ]  o b l i g e  h i s  e m p l o y e r s  
to  m a i n t a i n  h i m  [as a r e s u l t  of c o m p e t i t i o n  in t h e  l a b o u r  
m a r k e t ] "  ( i b i d . , p . 5 0 9 )

T h e r e f o r e ,  a n  i n c r e a s e  in t h e  m o n e y  p r i c e  of c o r n  
" m u s t  o c c a s i o n  s o m e  a u g m e n t a t i o n  in t h e i r  p e c u n i a r y  
w a g e s ,  p r o p o r t i o n a b l e  to t h a t  in t h e  p e c u n i a r y  p r i c e  of 
t h e i r  s u b s i s t e n c e " ,  o t h e r w i s e  it w o u l d  " r e d u c e  t h e  
s u b s i s t e n c e  of t h e  l a b o u r i n g  p o o r ” a n d  t h e r e f o r e  t h e i r  
a b i l i t y  to b r i n g  u p  c h i l d r e n ;  a n d  w o u l d  in t h i s  w a y  " t e n d
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to r e s t r a i n  t h e  p o p u l a t i o n  of t h e  c o u n t r y ” ( i b i d . fp . 5 0 8 ) .
S m i t h  c o n c l u d e s ,  o n  t h e  b a s i s  of t h i s

w a g e - p o p u 1 a t i o n  m e c h a n i s m ,  t h a t  t h e  h i g h e r  m o n e y  p r i c e  of 
c o r n ,  o c c a s i o n e d  b y  t h e  b o u n t y  o n  e x p o r t a t i o n
a c c o m p a n i e d  as it m u s t  b e  b y  a p r o p o r t i o n a b 1y h i g h e r
m o n e y  p r i c e  of l a b o u r  - w o u l d  f a i l  to b r i n g  a b o u t  a
g r e a t e r  p r o d u c t i o n  ( i b i d . ,p . 5 1 5 - 6 ) .

A s  p a r t  of h i s  c r i t i q u e  of S m i t h ’ s a n a l y s i s ,  H o r n e r  
a r g u e s  t h a t  S m i t h  " h a s  o v e r l o o k e d  t h a t  i n t e r v a 1 w h i c h
e l a p s e s  ... b e t w e e n  t h e  e n h a n c e m e n t  of t h e  m o n e y - p r i c e  of 
c o r n ,  a n d  its c o m m u n i c a t i o n  to t h e  m o n e y - p r i c e  of l a b o u r  
a n d  o t h e r  c o m m o d i t i e s " .  D u r i n g  t h i s  i n t e r v a l ,  t h e
i n c r e a s e  of t h e  p r i c e  of c o r n  w o u l d  n o t  be m e r e l y
n o m i n a l ,  a n d  t h e r e f o r e  w o u l d  a f f o r d  s o m e  e n c o u r a g e m e n t  to  
f u r t h e r  c u l t i v a t i o n ,  a n d  t h u s  s u c c e e d  in b r i n g i n g  a b o u t  
s o m e  i n c r e a s e  of p r o d u c e .

6 . 3 .  H o r n e r ’ s f o r m u l a t i o n

H o r n e r ’ s t h e o r y  of t h e  o p e r a t i o n  of t h e  d e m a n d  f o r  
c o r n  in b r i n g i n g  a b o u t  a n  i n c r e a s e d  p r o d u c t i o n  is a p a r t  
of h i s  w h o l e  a n a l y s i s  of t h e  b o u n t y  u p o n  e x p o r t e d  c o r n .
A s  f a r  as t h e  d o m e s t i c  e c o n o m y  is c o n c e r n e d ,  t h e  e f f e c t s
of t h e  b o u n t y  a r e  d e s c r i b e d  as o p e r a t i n g  v i a  a n  i n c r e a s e
of t h e  t o t a l  d e m a n d  f o r  h o m e - g r o w n  c o r n  - t h e  f o r e i g n
c o m p o n e n t  of t h i s  d e m a n d  b e i n g  i n c r e a s e d  a s  a r e s u l t  of 
t h e  s u b s i d i z e d  p r i c e  of e x p o r t e d  c o r n .

H e  s u p p o s e s  t h e  b o u n t y  to b e  g r a n t e d  a t  a n  i n i t i a l  
s t a t e  of e q u i l i b r i u m  w h e r e  " t h e  r e t u r n s  of t h e  f a r m e r  a r e  
of c o u r s e  a d e q u a t e ,  a n d  n o  m o r e  t h a n  a d e q u a t e ,  to r e p l a c e  
h i s  a d v a n c e s  w i t h  a p r o f i t  p r o p o r t i o n e d  to t h e  p r o f i t s  of 
o t h e r  c a p i t a l ” ( p . 100). T h e  i n c r e a s e d  d e m a n d  for c o r n  
w i l l  r a i s e  i t s  m o n e y  p r i c e ,  w h i l e  t h e  m o n e y  p r i c e  of 
l a b o u r  w i l l  n o t  be  i m m e d i a t e l y  a f f e c t e d ,  w h i c h  i m p l i e s  
t h a t  c u l t i v a t i o n  w ill b e c o m e  m o r e  p r o f i t a b l e  ( p . 103 ) .  
H o r n e r  p r o c e e d s :
" B y  r a i s i n g  t h e  p r o f i t s  of f a r m i n g ,  it C t h e  i n c r e a s e d  
d e m a n d ]  w i l l  o p e r a t e  as a n  e n c o u r a g e m e n t  to h u s b a n d r y ;  b y
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r a i s i n g  t h e  p r i c e  of c o r n  to t h e  c o n s u m e r s  a t  h o m e ,  it 
w i l l  d i m i n i s h  f o r  t h e  t i m e  t h e i r  p o w e r  of p u r c h a s i n g  t h i s  
n e c e s s a r y  of life, a n d  t h u s  a b r i d g e  t h e i r  r e a l  wealth.. It 
is e v i d e n t ,  h o w e v e r ,  t h a t  t h i s  l a s t  e f f e c t  m u s t  b e  
t e m p o r a r y ;  t h e  C r e a l  1 w a g e s  of t h e  l a b o u r i n g  c o n s u m e r s  
h a d  b e e n  a d j u s t e d  b e f o r e  b y  c o m p e t i t i o n  [to a r a t e  
p r o p o r t i o n e d  to t h e  g e n e r a l  c i r c u m s t a n c e s  of t h e  n a t i o n ] ,  
a n d  t h e  s a m e  p r i n c i p l e  w i l l  a d j u s t  t h e m  a g a i n  to t h e  s a m e  
r a t e ,  b y  r a i s i n g  t h e  m o n e y - p r i c e  of l a b o u r ,  a n d ,  t h r o u g h  
t h a t ,  of o t h e r  c o m m o d i t i e s ,  to t h e  m o n e y - p r i c e  of c o r n . ” 
( p . 103)

A n e w  e q u i l i b r i u m  w i l l  e v e n t u a l l y  o b t a i n  w h e r e  t h e  
s u p p l y  of f o o d  w i l l  h a v e  i n c r e a s e d  to m e e t  t h e  g r e a t e r  
d e m a n d ;  a n d  t h e  m o n e y  p r i c e s  of c o r n  a n d  l a b o u r ,  a n d  
t h e r e b y  of all o t h e r  h o m e - m a d e  c o m m o d i t i e s ,  w i l l  a l s o  b e  
h i g h e r  t h a n  t h e y  h a d  b e e n  i n i t i a l l y ;  b u t  t h e  r e a l  w a g e s  
of l a b o u r  a n d  t h e  p r o f i t s  of t h e  f a r m e r  w i l l  h a v e  b e e n
r e s t o r e d  to t h e i r  f o r m e r  " n a t u r a l ” r a t e s  ( p . 1 0 0 - 3 ) .

It is c l e a r  t h a t  H o r n e r  h a s  in m i n d  S m i t h ’ s t h e o r y  
of t h e  " n a t u r a l ” p r i c e  of l a b o u r  (in t e r m s  of c o r n ) .

H o r n e r  c o n t i n u e s :
” B y  a n e w  b o u n t y ,  h o w e v e r ,  g r a n t e d  in a d d i t i o n  to t h e  
f o r m e r ,  a n e w  r a n g e  m a y  b e  c r e a t e d  f o r  t h e  r e p e t i t i o n  of 
a n o t h e r  s e r i e s  of t h e  s a m e  e f f e c t s .  B u t ,  w h a t e v e r  l i m i t  
w e  s u p p o s e  to t h e  a m o u n t  of t h e  b o u n t y ,  its c o m p l e t e  a n d  
u l t i m a t e  e f f e c t  w i l l  a l w a y s  b e  f o u n d  to b e  a
c o r r e s p o n d i n g  r i s e  of t h e  m o n e y - p r i c e  in t h e  h o m e  m a r k e t ,  
b o t h  of c o r n ,  of l a b o u r ,  a n d  of all c o m m o d i t i e s .  In t h e  
i n t e r v a l  t h a t  m u s t  e a c h  t i m e  e l a p s e ,  b e f o r e  w a g e s  a r e  
e q u a l i z e d  w i t h  e a c h  s u c c e s s i v e  r i s e  in t h e  p r i c e  of c o r n ,  
t h e r e  w i l l  b e  a c e r t a i n  d e g r e e  of n e w  e n c o u r a g e m e n t  h e l d  
o u t  to h u s b a n d r y ,  a n d  s o m e  d i m i n u t i o n  in t h e  w e a l t h  a n d  
c o m f o r t a b l e  s u b s i s t e n c e  of t h e  l a b o u r i n g  c o n s u m e r s .  ... 
A n d  t h i s  d i m i n u t i o n  of t h e  c o m f o r t s  of t h e  l a b o u r i n g  
p e o p l e ,  f r o m  b e i n g  t e m p o r a r y ,  m a y  b e c o m e  a l m o s t  a
p e r m a n e n t  d i m i n u t i o n ,  if t h e  s u c c e s s i v e  a d v a n c e s  of t h e
p r i c e  of c o r n  s h a l l  f o l l o w  e a c h  o t h e r  w i t h o u t
i n t e r r u p t i o n ,  a n d  so k e e p  a l w a y s  a h e a d  of t h e  s u c c e s s i v e
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a d v a n c e s  in t h e  w a g e s  of l a b o u r ” ( p . 1 0 3 - 4 )
T h e  m e c h a n i s m  of r e s p o n s e  of t h e  p r o d u c t i o n  of f o o d

to a n  i n c r e a s i n g  d e m a n d ,  as  d e s c r i b e d  b y  H o r n e r ,  m a y  b e
c o n s i d e r e d  ( a n d  m a y  h a v e  b e e n  d e v i s e d )  a s  a t e c h n i c a l  
d e v e l o p m e n t  f r o m  t h e  M a l t h u s i a n  m e c h a n i s m  of m u t u a l
a d j u s t m e n t  b e t w e e n  p o p u l a t i o n  a n d  f o o d  p r o d u c t i o n ,  a s  
d e s c r i b e d  in t h e  1 8 0 3  e d i t i o n  of th e  E s s a y  o n  P o p u l a t i o n , 
w h i c h  H o r n e r  w a s  t h e n  r e v i e w i n g .  A c c o r d i n g  to M a l t h u s ’ s
a r g u m e n t  ( p . 1 7 - 2 0 ) ,  t h e  w a g e - p o p u 1 a t i o n  m e c h a n i s m  a f f e c t s
n o t  o n l y  t h e  g r o w t h  of p o p u l a t i o n  b u t  a l s o  t h e  e x p a n s i o n
of f o o d  p r o d u c t i o n .  T h u s ,  a r i s e  of t h e  m o n e y  p r i c e  of
c o r n  r e l a t i v e  to t h e  m o n e y  w a g e  r a t e  - t h a t  is to say, a 
f a l l  in t h e  w a g e  r a t e  in t e r m s  of c o r n  - e n c o u r a g e s  t h e  
e x p a n s i o n  of c u l t i v a t i o n ,  a t  t h e  s a m e  t i m e  as it c h e c k s  
t h e  g r o w t h  of p o p u l a t i o n .  A f t e r  a w h i l e ,  t h e  c o n s e q u e n t  
r e d u c t i o n  of t h e  s u p p l y  of l a b o u r e r s  v i s - ' a - v i s  t h e  
d e m a n d  t e n d s  to r e s t o r e  t h e  c o r n  w a g e  r a t e  to  its 
" n a t u r a l "  l e v e l .  T h i s  r i s e  s t i m u l a t e s  t h e  g r o w t h  of 
p o p u l a t i o n ,  w h i c h  a g a i n  l o w e r s  t h e  c o r n  w a g e  r a t e ,  a n d  so 
o n .

H o w e v e r ,  w h i l e  M a l t h u s  f o c u s e s  o n  t h e  " o s c i l l a t i o n "  
of t h e  f o o d  w a g e  r a t e  a n d  t h e  c o n s e q u e n t  c h e c k  to 
p o p u 1 at i o n . H o r n e r  f o c u s e s  o n  t h e  i n c r e a s e  of f o o d  
p r o d u c t i o n .  T h i s  i n c r e a s e  a p p e a r s  in M a l t h u s ’ s a r g u m e n t ,  
n o t  as a r e s p o n s e  to i n c r e a s e d  d e m a n d , b u t  r a t h e r  a s  a n  
i n c i d e n t a l  e x p a n s i o n  of c u l t i v a t i o n  s t i m u l a t e d  b y  t h e  
" c h e a p n e s s "  of l a b o u r  in t e r m s  of f o o d ,  w h i c h  r e c u r s  a s  a 
r e s u l t  of e x c e s s  p o p u l a t i o n .  In a d d i t i o n ,  H o r n e r  m a k e s  it 
e x p l i c i t  t h a t ,  a s  t h e  r e a l  w a g e  r a t e  is l o w e r e d  a n d  m u s t  
b e  r e s t o r e d  to its n a t u r a l  l e v e l ,  so t h e  p r o f i t s  of 
a g r i c u l t u r e  a r e  r a i s e d  a b o v e  t h e i r  n a t u r a l  r a t e  a n d  m u s t  
b e  r e s t o r e d  to it. T h i s  a s p e c t  is l e f t  i m p l i c i t ,  if n o t  
o v e r l o o k e d ,  in M a l t h u s ’s f o r m u l a t i o n .

6 . 4 .  C o n e  1 us  i o n

As w i l l  b e  s e e n  in t h e  n e x t  c h a p t e r ,  M a l t h u s  a p p e a r s  
to  h a v e  a c c e p t e d  H o r n e r ’ s c r i t i q u e  a n d  " c o r r e c t i o n "  of
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S m i t h ’ s p o s i t i o n  c o n c e r n i n g  t h e  e f f e c t  of t h e  p r i c e  of 
c o r n  o n  c u l t i v a t i o n  - a p o s i t i o n  w h i c h  M a l t h u s  h i m s e l f  
h a d  b e e n  f o l l o w i n g ,  t h o u g h  w i t h  s o m e  q u a l i f i c a t i o n s .

M a l t h u s  s e e m s  a c c o r d i n g l y  to h a v e  m o d i f i e d  h i s  
e c o n o m i c s  of f o o d  p r o d u c t i o n ,  in l i n e  w i t h  H o r n e r ’ s 
a n a l y s i s ,  b y  a t t r i b u t i n g  t h e  i n c r e a s e  of p r o d u c t i o n  to 
t h e  d e m a n d  f o r  f o o d .  In f a c t ,  H o r n e r ’ s f o r m u l a t i o n  of t h e  
m e c h a n i s m  of a d j u s t m e n t  of c o r n  p r o d u c t i o n  to a n  
i n c r e a s e d  d e m a n d ,  or s o m e t h i n g  s i m i l a r  to it, w o u l d  c o m e  
to be r e g a r d e d  b y  M a l t h u s  a s  a p p l y i n g  n o t  o n l y  to a 
g r e a t e r  d e m a n d  f o r  c o r n  f r o m  a b o u n t y  o n  e x p o r t a t i o n  b u t  
a l s o  to a n y  s u p p o s e d  i n c r e a s e  of t h e  d o m e s t i c  d e m a n d  f o r  
h o m e - g r o w n  c o r n ,  e*g« f r o m  a n  i n c r e a s e  of p o p u l a t i o n  or 
f r o m  r e s t r i c t i o n s  o n  i m p o r t a t i o n .

H o w e v e r ,  H o r n e r  m e n t i o n s  n o  s o r t  of d i m i n i s h i n g  
r e t u r n s  a f f e c t i n g  t h e  r e s p o n s e  of c u l t i v a t i o n  to a n  
i n c r e a s i n g  d e m a n d .  N o r  d o e s  he c o n s i d e r  w a g e - g o o d s  o t h e r  
t h a n  c o r n ,  w h i c h  s h o u l d  a f f e c t  t h e  a d j u s t m e n t  of t h e  
m o n e y  p r i c e  of l a b o u r  to a n  i n c r e a s e d  p r i c e  of c o r n .  
T h e s e  a s p e c t s  c o n s t i t u t e  t h e  e s s e n t i a l  d i f f e r e n c e s  
b e t w e e n  H o r n e r ’ s f o r m u l a t i o n  a n d  M a l t h u s ’ s r e - f o r m u l a t i o n  
of t h e  p r o c e s s  of i n c r e a s e  of f o o d  p r o d u c t i o n .  T h i s  
r e - f o r m u 1 a t i o n  is e x a m i n e d  in t h e  n e x t  c h a p t e r .



CHAPTER 7
M A L T H U S  ( 1 7 9 3 - 1 8 1 4 ) :  T H E  E F F E C T  O F  T H E  D E M A N D  F O R  C O R N  O N  
C U L T I V A T I O N

It w a s  s e e n  in s e c t i o n  5 . 4  t h a t  M a l t h u s ’ s a p p a r e n t  
p o s i t i o n ,  in t h e  1 8 0 3  e d i t i o n  of t h e  E s s a y  o n  P o p u l a t i o n , 
t h a t  t h e  P o o r  L a w s  w o u l d  i n c r e a s e  t h e  d e m a n d  a n d  p r i c e  of 
c o r n ,  b u t  n o t  t h e  p r o d u c t i o n ,  w a s  q u e s t i o n e d  b y  R i c a r d o ,  
w h o  a r g u e d  t h a t  M a l t h u s  w a s  " b o u n d  t o  a d m i t "  t h a t  t h e  
i n c r e a s e d  d e m a n d  w o u l d  b r i n g  a b o u t  a n  i n c r e a s e d  s u p p l y .

In o r d e r  to u n d e r s t a n d  M a l t h u s ’ s p o s i t i o n ,  a n d  h o w  
h e  " h a d  a l t e r e d  it in t h e  f o l l o w i n g  e d i t i o n s " ,  a s  R i c a r d o  
r e m e m b e r e d  M a l t h u s  h a d  t o l d  h im, it is n e c e s s a r y  to 
c o n s i d e r  t h e  d e v e l o p m e n t  of M a l t h u s ’ s t h o u g h t  o n  t h e  
e f f e c t  of t h e  d e m a n d  f o r  c o r n  o n  c u l t i v a t i o n  - f r o m  t h e  
1 7 9 8  e d i t i o n  of t h e  E s s a y  o n  P o p u l a t i o n  to t h e  1 8 1 4  
" O b s e r v a t i o n s  o n  t h e  E f f e c t s  of t h e  C o r n  L a w s ,  a n d  of a 
R i s e  or F a l l  in t h e  P r i c e  of C o r n ,  o n  t h e  A g r i c u l t u r e  a n d  
G e n e r a l  W e a l t h  of t h e  C o u n t r y " .

B y  t h e  t i m e  of t h e  p u b l i c a t i o n  of t h i s  p a m p h l e t  
( S p r i n g  1 8 1 4 ) ,  R i c a r d o ’ s n e w  t h e o r y  of p r o f i t s  h a d  
r e c e n t l y  a p p e a r e d  in h i s  c o r r e s p o n d e n c e .  It w i l l  b e  s e e n  
in t h e  n e x t  c h a p t e r  h o w  M a l t h u s ’ s t h o u g h t  o n  t h e
c o n d i t i o n s  of e x p a n s i o n  of a g r i c u l t u r e  m i g h t  h a v e
c o n t r i b u t e d  to t h e  f o r m a t i o n  of R i c a r d o ’ s " a g r i c u l t u r a l "  
t h e o r y  of p r o f i t s .

7 . 1 .  1 7 9 8

In t h i s  e d i t i o n  of t h e  E s s a y  o n  P o p u l a t i o n , o n e  
f i n d s  a s i m i l a r  s t a t e m e n t  to t h e  o n e  - q u o t e d  i n  s e c t i o n  
5 . 4  a b o v e  - w h i c h ,  in t h e  1 8 0 3  e d i t i o n ,  a p p a r e n t l y  
j u s t i f i e s  t h e  p o s i t i o n  t h a t  a n  i n c r e a s e d  d e m a n d  f o r  f o o d ,  
a s  a r e s u l t  of t h e  P o o r  L a w s ,  d o e s  n o t  i n c r e a s e
p r o d u c t i o n .  H e r e ,  a l s o  in c o n n e c t i o n  w i t h  t h e  d i s c u s s i o n
of t h e  P o o r  L a w s ,  it r e a d s :
" T h e  d e m a n d  fo r  a n  i n c r e a s e d  q u a n t i t y  of s u b s i s t e n c e  is,



w i t h  f e w  e x c e p t i o n s ,  c o n s t a n t  e v e r y w h e r e ,  y e t  w e  s e e  h o w  
s l o w l y  it is a n s w e r e d  in all t h o s e  c o u n t r i e s  t h a t  h a v e  
b e e n  l o n g  o c c u p i e d . ” ( p . 1 0 0 )

H o w  d o e s  M a l t h u s  a c c o u n t  f o r  t h i s  s l o w n e s s  ? T h e  
e x p l a n a t i o n ,  w h i c h  w a s  s u p p r e s s e d  in t h e  f o l l o w i n g
e d i t i o n s ,  r u n s  l i k e  t h i s :
” t h e r e  is a n  e s s e n t i a l  d i f f e r e n c e  b e t w e e n  f o o d  a n d  t h o s e  
w r o u g h t  c o m m o d i t i e s ,  t h e  r a w  m a t e r i a l s  of w h i c h  a r e  in 
g r e a t  p l e n t y .  A d e m a n d  fo r  t h e s e  l a s t  w i l l  n o t  f a i l  to 
c r e a t e  t h e m  in a s  g r e a t  a q u a n t i t y  a s  t h e y  a r e  w a n t e d .  
T h e  d e m a n d  f o r  f o o d  h a s  by  n o  m e a n s  t h e  s a m e  c r e a t i v e
p o w e r .  In a c o u n t r y  w h e r e  all t h e  f e r t i l e  s p o t s  h a v e  b e e n  
s e i z e d ,  h i g h  o f f e r s  a r e  n e c e s s a r y  to e n c o u r a g e  t h e  f a r m e r  
t o lay h i s  d r e s s i n g  o n  l a n d  f r o m  w h i c h  h e  c a n n o t  e x p e c t  a 
p r o f i t a b l e  r e t u r n  f o r  s o m e  y e a r s .  A n d  b e f o r e  t h e  p r o s p e c t  
of a d v a n t a g e  is s u f f i c i e n t l y  g r e a t  to e n c o u r a g e  t h i s  s o r t  
of a g r i c u l t u r a l  e n t e r p r i s e ,  a n d  w h i l e  t h e  n e w  p r o d u c e  is
r i s i n g ,  g r e a t  d i s t r e s s e s  m a y  b e  s u f f e r e d  [b y  t h e  l o w e r
c l a s s e s  of s o c i e t y ]  f r o m  t h e  w a n t  of i t . ” ( p . 9 9 - 1 0 0 )

E l s e w h e r e ,  M a l t h u s  o b s e r v e s :
" P e r h a p s  t h e r e  is n o  p o s s i b l e  w a y  in w h i c h  w e a l t h  c o u l d
in g e n e r a l  b e  e m p l o y e d  so b e n e f i c i a l l y  to a s t a t e ,  a n d
p a r t i c u l a r l y  to t h e  l o w e r  o r d e r s  of it, as b y  i m p r o v i n g
a n d  r e n d e r i n g  p r o d u c t i v e  t h a t  l a n d  w h i c h  to a f a r m e r
w o u l d  n o t  a n s w e r  t h e  e x p e n s e  of c u l t i v a t i o n ” ( p . 1 81)
H e n c e ,  h e  s u g g e s t s ,  a m o n g  o t h e r  t h i n g s :
" p r e m i u m s  m i g h t  b e  g i v e n  f o r  t u r n i n g  u p  f r e s h  l a n d ”
( p . 1 0 1 - 2 )

T h u s ,  a s u b s i d y  is r e q u i r e d  to m a k e  u p  f o r  t h e  l o w  
p r o f i t s  to b e  o b t a i n e d  o n  t h e  c u l t i v a t i o n  of p o o r e r
lands.

H o w e v e r ,  M a l t h u s  h a d  s a i d  t h a t  a n  i n c r e a s e d  p r i c e  of 
c o r n  in r e l a t i o n  to  t h e  p r i c e  of l a b o u r  w o u l d  e n c o u r a g e  
c u l t i v a t o r s  " t o  t u r n  u p  f r e s h  s o i l ” - t h o u g h  p r e s u m a b l y  
" f r e s h  s o i l "  a s  f e r t i l e  a s  s o i l  a l r e a d y  c u l t i v a t e d
( p . 77). C o u l d  n o t  t h i s  r e l a t i v e  i n c r e a s e  in t h e  p r i c e  of
c o r n  b e  s u f f i c i e n t l y  g r e a t  to e n c o u r a g e  t h e  c u l t i v a t i o n
of less f e r t i l e  l a n d s ,  w i t h o u t  t h e  n e e d  for s u b s i d i e s  ?
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No, a c c o r d i n g  to M a l t h u s ’ s a n a l y s i s .  H e r e ,  in e x p l a i n i n g
w h y  t h e  e x t e n s i o n  of c u l t i v a t i o n  is n o t  p r o f i t a b l e ,  he
o b s e r v e s  t h a t  " b e f o r e  t h e  p r o s p e c t  of a d v a n t a g e  is
s u f f i c i e n t l y  g r e a t  to e n c o u r a g e  t h i s  s o r t  of a g r i c u l t u r a l  
e n t e r p r i s e ,  a n d  w h i l e  t h e  n e w  p r o d u c e  is r i s i n g ,  g r e a t
d i s t r e s s e s  m a y  b e  s u f f e r e d  [b y  t h e  l o w e r  c l a s s e s  of
s o c i e t y ]  f r o m  t h e  w a n t  of i t ” ( p . 9 9 - 1 0 0 ) .  E l s e w h e r e ,  w h e n  
h e s u p p o s e s  t h e  n u m b e r  of p e o p l e  to i n c r e a s e  b e f o r e  t h e  
s u p p l y  of f o o d  is i n c r e a s e d ,  t h e  c o n s e q u e n t  i n c r e a s e  in 
t h e  p r i c e  of f o o d  in r e l a t i o n  to t h e  p r i c e  of l a b o u r  - 
t h a t  is to say, t h e  f a l l  in t h e  p r i c e  of l a b o u r  in t e r m s  
of f o o d ,  w h i c h  m e a n s  ” d i s t r e s s ” - c h e c k s  t h e  g r o w t h  of
p o p u l a t i o n  ( s u p p l y  of l a b o u r e r s ) ,  t h e r e b y  o c c a s i o n i n g  a
s c a r c i t y  in t h e  l a b o u r  m a r k e t .  T h i s  s c a r c i t y  r e v e r s e s  t h e  
m o v e m e n t  of t h e  r e a l  w a g e  r a t e  ( b y  r a i s i n g  t h e  m o n e y
p r i c e  of l a b o u r )  a n d  t e n d s  to r e s t o r e  it to t h e  f o r m e r
l e v e l  ( p . 7 7 , 7 8 - 9 ) .  T h e r e f o r e ,  a n  i n c r e a s e  in t h e  p r i c e  of 
f o o d  r e l a t i v e  to t h e  p r i c e  of l a b o u r  m a y  f ail to be
s u f f i c i e n t l y  g r e a t  to e n c o u r a g e  t h e  f a r m e r  to c u l t i v a t e
p o o r  land. E v e n  if it d i d  p r o m p t  h i m  to d o  so, he w o u l d
s o o n e r  or l a t e r  b e  f r u s t r a t e d  w h e n  t h e  r e a l  w a g e  r a t e
r e c o v e r e d  t o w a r d s  its f o r m e r  l e v e l ;  a n d  t h e n  he w o u l d  n o t
b e  w i l l i n g  to c o n t i n u e  c u l t i v a t i n g  s u c h  land, u n l e s s  he
w e r e  g i v e n  a s u b s i d y  to m a k e  u p  f o r  h i s  low p r o f i t s .

It is to b e  n o t e d  t h a t  M a l t h u s ’ s r e a s o n i n g  
u n d e r l y i n g  h i s  p o s i t i o n  t h a t  t h e  p r o d u c t i o n  of f o o d  m a y  
f a i l  to a d j u s t ,  or m a y  a d j u s t  " s l o w l y " ,  to a n  i n c r e a s e d
d e m a n d  - h a s  a n  i n t e r s e c t i o n  w i t h  t h e  e x p l a n a t i o n  t h a t
S m i t h  h a d  o f f e r e d  for t h e  s u p p o s e d  f a i l u r e  of a b o u n t y  o n
e x p o r t e d  c o r n  to b r i n g  a b o u t  a n  i n c r e a s e d  p r o d u c t i o n  (as
d e s c r i b e d  in s e c t i o n  6 . 2  a b o v e ) .  T h e  i n t e r s e c t i o n  
c o n s i s t s  in t h e  w a g e - p o p u 1 a t i o n  m e c h a n i s m ,  w h i c h  t e n d s  to 
r e s t o r e  t h e  f o o d  w a g e  r a t e  to  its " n a t u r a l "  level b y  
a d j u s t i n g  t h e  m o n e y  p r i c e  of l a b o u r  to t h e  m o n e y  p r i c e  of 
c o r n .

In a d d  i t i o n , M a l t h u s  f o r m u l a t e s  a c h e c k  to t h e  
e x p a n s i o n  of a g r i c u l t u r e ,  viz. d i m i n i s h i n g  r e t u r n s  on t h e  
e x t e n s i o n  of c u l t i v a t i o n  to l e s s  f e r t i l e  l ands. H e  m a k e s
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t h e  p r o f i t s  of t h e  f a r m e r  d e p e n d ,  n o t  o n l y  on t h e  w a g e  
r a t e  in t e r m s  of t h e  p r o d u c e ,  b u t  a l s o  o n  t h e  n u m b e r  of 
l a b o u r e r s  p e r  u n i t  of p r o d u c e .  T h u s ,  c u l t i v a t i o n  w i l l  
t e n d  to b e  s t o p p e d  s h o r t  of a n  i n c r e a s e d  d e m a n d  b e c a u s e
f o l l o w i n g  a r i s e  in t h e  p r i c e  of c o r n  n o t  o n l y  w i l l  t h e
m o n e y  w a g e  r a t e  e v e n t u a l l y  r i s e ,  b u t  m o r e  l a b o u r e r s  w i l l  
b e  r e q u i r e d  p e r  u n i t  of p r o d u c e  o n  t h e  p o o r e r  l a n d s  f r o m
w h i c h  t h e  i n c r e a s e  of s u p p l y  m u s t  b e  o b t a i n e d .  In a n y  
e v e n t ,  c u l t i v a t i o n  w i l l  n o t  b e  e x t e n d e d  (or w i l l  n o t  l o n g
r e m a i n  e x t e n d e d )  to ” t h a t  l a n d  w h i c h  to a f a r m e r  w o u l d
n o t  a n s w e r  t h e  e x p e n s e  of c u l t i v a t i o n ” , or  w h i c h  w o u l d  
n o t  p a y  a " p r o f i t a b l e  r e t u r n ” o n  h i s  c a p i t a l .

7 . 2 .  1 8 0 3

In t h e  1 8 0 3  e d i t i o n  of t h e  E s s a y  o n  P o p u l a t i o n . 
M a l t h u s ’ s a r g u m e n t  t h a t  t h e  P o o r  L a w s  i n c r e a s e  p o p u l a t i o n  
" w i t h o u t  i n c r e a s i n g  t h e  f o o d  f o r  its s u p p o r t ” ( p . 36 5 )  is 
a p p a r e n t l y  i n c o n s i s t e n t  w i t h  h i s  d e s c r i p t i o n  ( p . 1 9 - 2 0 )  of 
h o w  a n  i n c r e a s e d  p o p u l a t i o n  o c c a s i o n s  a g r e a t e r
p r o d u c t i o n  of f o o d  (by t e m p o r a r i l y  l o w e r i n g  t h e  p r i c e  of 
l a b o u r  in r e l a t i o n  to t h e  p r i c e  of c o r n ) .  H o w e v e r ,  t h e  
i n c o n s i s t e n c y  d i s a p p e a r s  if w e  c o n s i d e r  t h a t ,  in t h i s  
d e s c r i p t i o n ,  h e  s e e m s  to h a v e  in m i n d  t h e  e x t e n s i o n  of
c u l t i v a t i o n  to e q u a 11 y f e r t i l e  " f r e s h  s o i l ” . O n  t h e  o t h e r  
h a n d ,  h i s  v i e w  t h a t  t h e  P o o r  L a w s  of E n g l a n d  do n o t
i n c r e a s e  t h e  p r o d u c t i o n  of f o o d  is c o n n e c t e d  w i t h  h i s  
s t a t e m e n t  t h a t ,  in "a c o u n t r y  w h i c h  h a s  b e e n  l o n g
p e o p l e d ” , f o o d  p r o d u c t i o n  "if it b e  i n c r e a s i n g ,  i n c r e a s e s  
s l o w l y  a n d  r e g u l a r l y ,  a n d  c a n n o t  b e  m a d e  to a n s w e r  a n y
s u d d e n  d e m a n d s ” ( p . 3 6 5 ) .  As  s e e n  in s e c t i o n  7 . 1  a b o v e ,  in
s t a t i n g  a s i m i l a r  p o s i t i o n  b e f o r e  ( 1 7 9 8 ) ,  he h a d  in m i n d
" c o u n t r i e s  t h a t  h a v e  b e e n  l o n g  o c c u p i e d ” , w h e r e  ” all t h e
f e r t i l e  s p o t s  h a v e  b e e n  s e i z e d ” ; so t h a t  c u l t i v a t i o n  c a n  
o n l y  b e  e x t e n d e d  to less f e r t i l e  s p o t s .  T h i s  is t h e  b a s i c  
r e a s o n  - w h y  t h e  d e m a n d  f o r  f o o d  " h a s  b y  n o  m e a n s  t h e  s a m e  
c r e a t i v e  p o w e r ” as  t h e  d e m a n d  f o r  m a n u f a c t u r e s , w h  i ch
" w i l l  n o t  f a i l  to c r e a t e  t h e m  in as  g r e a t  a q u a n t i t y  as
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t h e y  a r e  w a n t e d "  ( 1 7 9 8 , p . 9 9 - 1 0 0 ) .
H o w e v e r ,  t h i s  p a s s a g e  h a s  b e e n  s u p p r e s s e d  in t h e

1 8 0 3  e d i t i o n .  In h i s  r e v i s e d  a r g u m e n t  o n  t h e  P o o r  L a w s  
t h e r e  is h a r d l y  a n y  t r a c e  of t h e  r e a s o n i n g  w h i c h  h a d  
s u p p o r t e d ,  in t h e  1 7 9 8  e d i t i o n ,  h i s  s t a t e m e n t  t h a t  t h e  
p r o d u c t i o n  of f o o d  r e s p o n d s  " s l o w l y "  to a n  i n c r e a s i n g
d e m a n d  in c o u n t r i e s  t h a t  h a v e  b e e n  l o n g  o c c u p i e d .  H e  h a d  
t h e n  p r e s c r i b e d  " p r e m i u m s ” f o r  t u r n i n g  u p  " t h a t  l a n d  
w h i c h  to a f a r m e r  w o u l d  n o t  a n s w e r  t h e  e x p e n s e  of
c u l t i v a t i o n " ,  so a s  to m a k e  u p  f o r  t h e  low p r o f i t s  to b e  
e x p e c t e d  f r o m  t h e  c u l t i v a t i o n  of s u c h  land.

N e v e r t h e l e s s ,  a p a r t  of t h a t  r e a s o n i n g  is r e v e a l e d  
e l s e w h e r e  in t h i s  e d i t i o n ,  w h e n  h e  c o m e s  t o  a r g u e  f o r  a
b o u n t y  o n  t h e  e x p o r t a t i o n  of c o r n :
" t h e  b o u n t y  to t h e  B r i t i s h  c u l t i v a t o r  d o e s ,  in t h e  a c t u a l  
s t a t e  of t h i n g s ,  r e a l l y  i n c r e a s e  h i s  p r o f i t s  o n  t h i s  
c o m m o d i t y ;  a n d  b y  t h u s  m a k i n g  t h e  g r o w t h  of c o r n  a n s w e r  
to h i m ,  e n c o u r a g e s  h i m  to s o w  m o r e  t h a n  he o t h e r w i s e
w o u l d  d o "  ( p . 6 8 4 ) .

A n o t h e r  p a r t  of t h a t  r e a s o n i n g  is r e v e a l e d
e l s e w h e r e ,  too, w h e n  M a l t h u s  e x p l a i n s  w h a t  h e  c o n s i d e r s  
t o  b e  t h e  f a i l u r e  of c o n t e m p o r a r y  B r i t i s h  a g r i c u l t u r e  to 
p r o d u c e  e n o u g h  c o r n  to s u p p l y  t h e  i n c r e a s i n g  d e m a n d  
w i t h o u t  t h e  n e e d  f o r  r e g u l a r  i m p o r t a t i o n :
" t h e  e x p e r i e n c e  of t h e  l a s t  t w e n t y  y e a r s  s e e m s  to  w a r r a n t
u s  in c o n c l u d i n g ,  t h a t  t h e  h i g h  p r i c e  of p r o v i s i o n s  
a r i s i n g  f r o m  t h e  a b u n d a n c e  of c o m m e r c i a l  w e a l t h ,  
a c c o m p a n i e d  as it h a s  b e e n ,  b y  v e r y  g r e a t  v a r i a t i o n s ,  a n d  
b y  a g r e a t  r i s e ,  in t h e  p r i c e  of l a b o u r ,  d o e s  n o t  o p e r a t e
a s  a n  e n c o u r a g m e n t  to a g r i c u l t u r e ,  s u f f i c i e n t  to m a k e  it
k e e p  p a c e  w i t h  t h e  r a p i d  s t r i d e s  of c o m m e r c e "  ( p . 6 7 4 )

M a l t h u s  s e e m s  h e r e  to b e  a p p e a l i n g  t o  p r a c t i c a l
e x p e r i e n c e  in o r d e r  to " w a r r a n t "  h i s  t h e o r e t i c a l  p o s i t i o n  
( s i m i l a r  to S m i t h ’ s) t h a t  a r i s e  of t h e  m o n e y  p r i c e  of 
f o o d  d o e s  n o t  o p e r a t e  as a n  e n c o u r a g e m e n t  to a g r i c u l t u r e ,  
b e c a u s e  it h a s  to be a c c o m p a n i e d  b y  a r i s e  in t h e  m o n e y  
p r i c e  of l a b o u r  ( f r o m  th e  w a g e - p o p u 1 a t i o n  m e c h a n i s m ) .

H o w e v e r ,  M a l t h u s  n o w  t h i n k s  t h a t  q u a l i f i c a t i o n s  m u s t
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b e  m a d e  to S m i t h ’ s a r g u m e n t .  He d o e s  n o t  c h a l l e n g e
S m i t h ’ s p o s i t i o n  o n  t h e o r e t i c a l  g r o u n d s ;  h e  a r g u e s  
e s s e n t i a l l y  t h a t  ” in a p p l y i n g  a t h e o r y  to p r a c t i c e ,  all 
c i r c u m s t a n c e s  s h o u l d  c e r t a i n l y  b e  t a k e n  i n t o
c o n s i d e r a t i o n ” ( p . 6 8 4 ) .  H i s  a c c o u n t  of S m i t h ’ s p o s i t i o n
is w o r t h  q u o t i n g :
” T h e  m o s t  p l a u s i b l e  a r g u m e n t  t h a t  Dr. S m i t h  a d d u c e s
a g a i n s t  t h e  c o r n  laws, is, that, a s  t h e  m o n e y  p r i c e  of 
c o r n  r e g u l a t e s  t h a t  of all o t h e r  h o m e - m a d e  c o m m o d i t i e s ,  
t h e  a d v a n t a g e  to t h e  p r o p r i e t o r  f r o m  t h e  i n c r e a s e d  m o n e y
p r i c e  is m e r e l y  a p p a r e n t ,  a n d  n o t  r e a l ;  s i n c e  w h a t  h e
g a i n s  in h i s  s a l e s ,  he  m u s t  l o s e  in h i s  p u r c h a s e s .  T h i s
p o s i t i o n ,  h o w e v e r ,  is n o t  tru e ,  w i t h o u t  m a n y  l i m i t a t i o n s .  
T h e  m o n e y  p r i c e  of c o r n ,  in a p a r t i c u l a r  c o u n t r y ,  is
u n d o u b t e d l y  b y  f a r  t h e  m o s t  p o w e r f u l  i n g r e d i e n t  in
r e g u l a t i n g  t h e  p r i c e  of l a b o u r ,  a n d  of all o t h e r
c o m m o d i t i e s ;  b u t  it is n o t  t h e  s o l e  i n g r e d i e n t ” ( p . 6 8 3 )  
M a l t h u s  p r o c e e d s  to a r g u e  t h a t  t a x e s  o n  " n e c e s s a r i e s ,
s u c h  a s  s o a p ,  c a n d l e s ,  l e a t h e r ,  s a l t ,  e t c . ” , b e i n g  f i x e d  
in t e r m s  of m o n e y ,  i m p l y  t h a t  m o n e y  w a g e s  n e e d  n o t  r i s e  
o r f a l l  in t h e  s a m e  p r o p o r t i o n  a s  t h e  m o n e y  p r i c e  of
c o r n .  S i m i l a r l y ,  t h e  v a r i o u s  t a x e s  i n v o l v e d  in t h e  o t h e r
e x p e n s e s  of g r o w i n g  c o r n  p r e v e n t  t h e s e  e x p e n s e s  f r o m  
r i s i n g  or f a l l i n g  in p r o p o r t i o n  to  t h e  p r i c e  of c o r n .  
H e n c e ,  if s u c h  m o n e y  t a x e s  r e m a i n  u n a l t e r e d  ’’t h e  e f f e c t  
of a r i s e  or f all in t h e  m o n e y  p r i c e  of c o r n ,  w o u l d  b e  to 
b e n e f i t  or i n j u r e  t h e  g r o w e r  or p r o p r i e t o r ” ( p . 6 8 4 ) .

W i t h  r e g a r d  to t h e  p r a c t  i c a 1 e f f e c t s  of a s u p p o s e d
r e m o v a l  of r e s t r i c t i o n s  o n  t h e  i m p o r t a t i o n  of c o r n :
” in j u d g i n g  of t h e  p r a c t i c a l  e f f e c t s  of t h e  ... s y s t e m  of 
i m p o r t a t i o n  d u t y  f r e e  [ w h i c h  w o u l d  l o w e r  t h e  p r i c e  of
c o r n ] ,  n o t  o n l y ,  as w a s  b e f o r e  o b s e r v e d ,  t h e  d i f f i c u l t y  
of l o w e r i n g  t h e  p r i c e  of l a b o u r  s h o u l d  b e  a t t e n d e d  to,
b u t  a l s o  t h e  l e n g t h  of t i m e  w h i c h  it w o u l d  r e q u i r e  to 
l o w e r  t h e  r e n t s  of l a n d  [i n  p r o p o r t i o n  to t h e  m o n e y  p r i c e  
of c o r n ,  ’’w h i c h  m i g h t  b e  t h e  c a s e  in t h e  l o n g  r u n ” ], a n d  
t h e  p r o b a b l e  r u i n  of a g r i c u l t u r e  b e f o r e  t h e s e  t w o  o b j e c t s  
c o u l d  b e  e f f e c t e d ” ( p . 6 8 4 )
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A s  M a l t h u s  d e s c r i b e s  e l s e w h e r e ,  a f all in t h e  m o n e y  
p r i c e  of c o r n ,  u n a c c o m p a n i e d  b y  a f a l l  in t h e  m o n e y  p r i c e  
of l a b o u r ,  w o u l d  s q u e e z e  p r o f i t s  a n d  r e n t s ,  a n d  w o u l d  
i m p l y  a n e w  e q u i l i b r i u m  s t a t e  of c u l t i v a t i o n .  In t h i s  n e w  
s t a t e  t h e  p o o r e r  l a n d s  w o u l d  h a v e  b e e n  a b a n d o n n e d ,  t h e  
p r o f i t s  of f a r m i n g  w o u l d  h a v e  b e e n  r e s t o r e d  to a
n e c e s s a r y  r a t e ,  a n d  r e n t s  w o u l d  a c c o r d i n g l y  h a v e  b e e n  
r e d u c e d  e v e r y w h e r e .  In t h e  a b s e n c e  of i m p o r t a t i o n  of 
c o r n ,  p o p u l a t i o n  w o u l d  e v e n t u a l l y  b e  " r e p r e s s e d  w i t h i n  
t h e  l i m i t s  of o u r  s c a n t y  [ r e d u c e d ]  c u l t i v a t i o n ” ( p . 6 7 7 ;
a s  s e e n  in s e c t i o n  5 . 2  a b o v e ) .

T h e  d e m a n d  f o r  c o r n  f r o m  t h e  e x c e s s  p o p u l a t i o n  w o u l d  
n o t  b r i n g  a b o u t  i n c r e a s e d  p r o d u c t i o n  b e c a u s e  t h e  r a t i o  
b e t w e e n  t h e  p r i c e  of l a b o u r  a n d  t h e  p r i c e  of c o r n  w o u l d  
b e  s u c h  t h a t  t h e  c u l t i v a t i o n  of p o o r e r  l a n d s  w o u l d  n o t  
p a y  t h e  r e q u i r e d  r a t e  of p r o f i t s .

A l t h o u g h  M a l t h u s  r e f e r s  en p a s s a n t  to " t h e  i n s t a n c e  
of t h e  c u l t i v a t i o n  of n e w  la n d s ,  w h i c h  w i l l  p a y  a p r o f i t  
b u t  n o t  a r e n t "  ( p . 6 7 2 ) ,  he  is n o t  y e t  c l e a r  a b o u t  w h a t
h a p p e n s  to r e n t s ,  p a r t i c u l a r l y  o n  t h e  m a r g i n a l  l a nd, a s
t h e  e x t e n s i v e  m a r g i n  of c u l t i v a t i o n  s h i f t s  f o r w a r d s  or
b a c k w a r d s .

7 . 3 .  1 8 0 7

" A t  t h e  e x p i r a t i o n  of a l e a s e ,  a n y  p a r t i c u l a r
a d v a n t a g e ,  w h i c h  t h e  f a r m e r  h a d  r e c e i v e d  f r o m  a
f a v o u r a b l e  p r o p o r t i o n  b e t w e e n  t h e  p r i c e  of c o r n  a n d  of 
l a b o u r ,  w o u l d  b e  t a k e n  f r o m  h i m  [ u p o n  t h e  r e n e w a l  of t h e  
l e a s e ,  u n d e r  t h e  p r e s s u r e  of c o m p e t i t i v e  b i d s ] ,  a n d  a n y
d i s a d v a n t a g e  f r o m  a n  u n f a v o u r a b l e  p r o p o r t i o n  m a d e  u p  to
h i m "  ( p . 173)

T h e r e f o r e ,  M a l t h u s  n o w  a r g u e s ,  t h e  q u e s t i o n  a s  to 
w h e t h e r  or n o t  t h e  r eal v a l u e  of c o r n  (in t e r m s  of l a b o u r  
a n d  o t h e r  c o m m o d i t i e s )  is a l t e r e d  b y  a r i s e  or f a l l  in 
i t s  m o n e y  p r i c e ,  " t h o u g h  of g r e a t  w e i g h t  to t h e  o w n e r s  of 
land, w i l l  n o t  i n f l u e n c e  t h e  g r o w t h  of c o r n  b e y o n d  t h e  
c u r r e n t  l e a s e s  ... T h e  s o l e  c a u s e ,  w h i c h  w o u l d  d e t e r m i n e



t h e  q u a n t  i ty of e f f e c t i v e  c a p i t a l  e m p l o y e d  in
a g r i c u l t u r e ,  w o u l d  b e  t h e  e x t e n t  of t h e  e f f e c t u a l  d e m a n d  
f o r  c o r n " (p . 1 7 3 - 4 ; e m p h a s i s  m i n e ) .

T h i s  s t a t e m e n t  i n v o l v e s  a f u n d a m e n t a l  c h a n g e  of
p o i n t  of v i e w ,  w h i c h  c a n  b e  a t t r i b u t e d  - a t  l e a s t  in p a r t  

to H o r n e r ’ s 1 8 0 4  c r i t i q u e  of S m i t h ’ s a n d  M a l t h u s ’ s 
p o s i t i o n s ,  as  d e s c r i b e d  in c h a p t e r  6 a b o v e .  It a m o u n t s  to 
t h i n k i n g ,  n o t  t h a t  t h e  o u t p u t  of c o r n  is d e t e r m i n e d  b y  
t h e  q u a n t i t y  of c a p i t a l  e m p l o y e d  in a g r i c u l t u r e ,  b u t  t h a t  
b o t h  a r e  d e t e r m i n e d  b y  " t h e  e x t e n t  of t h e  e f f e c t u a l  
d e m a n d  f o r  c o r n " ,  i.e. t h e  q u a n t i t y  d e m a n d e d  at t h e  
" n a t u r a l ” p r i c e ,  a c c o r d i n g  to S m i t h ’ s d e f i n i t i o n  - t h e  
n a t u r a l  p r i c e  b e i n g  t h a t  p r i c e  w h i c h  p a y s  w a g e s ,  p r o f i t s  
a n d  r e n t  a t  t h e i r  " n a t u r a l "  r a t e s .

A c c o r d i n g l y ,  M a l t h u s  n o w  s t a t e s ,  e v i d e n t l y  f o l l o w i n g  
H o r n e r ’ s a n a l y s i s :
" i f  t h e  b o u n t y  C o n  t h e  e x p o r t a t i o n  of c o r n ]  h a d  r e a l l y  
e n l a r g e d  t h i s  d e m a n d  [ " t h e  e f f e c t u a l  d e m a n d  fo r  c o r n " ] ,  
w h i c h  it c e r t a i n l y  w o u l d  h a v e  d o n e ,  it is i m p o s s i b l e  to
s u p p o s e ,  t h a t  m o r e  c a p i t a l  w o u l d  n o t  b e  e m p l o y e d  u p o n  t h e  
1 a n d " (p . 1 7 4 )
"I c e r t a i n l y  do m e a n -  to say, t h a t  t h e  b o u n t y  to t h e  
B r i t i s h  c u l t i v a t o r  d o e s ,  in t h e  a c t u a l  s t a t e  of t h i n g s ,  
r e a l l y  i n c r e a s e  t h e  d e m a n d  f o r  B r i t i s h  c o r n ;  a n d  t h u s  
e n c o u r a g e s  h i m  to s o w  m o r e  t h a n  he o t h e r w i s e  w o u l d  d o "  
( p . 174)
In t h i s  p a s s a g e ,  i n s t e a d  of s a y i n g  t h a t  t h e  b o u n t y  to t h e  
f a r m e r  " i n c r e a s e  t h e  d e m a n d  f o r  B r i t i s h  c o r n ;  a n d  t h u s  
e n c o u r a g e s  h i m ” , M a l t h u s  h a d  s a i d  in t h e  1 8 0 3  e d i t i o n  
t h a t  t h e  b o u n t y  " i n c r e a s e  h i s  p r o f i t s  o n  t h i s  c o m m o d i t y ;  
a n d  b y  t h u s  m a k i n g  t h e  g r o w t h  of c o r n  a n s w e r  to him, 
e n c o u r a g e s  h i m "  ( p . 6 8 4 ) .

H o w e v e r ,  o n e  m i g h t  a r g u e  t h a t  - f o l l o w i n g  a n
i n c r e a s e  in t h e  d e m a n d  f o r  c o r n ,  w h i c h  b y  h a v i n g  r a i s e d  
t h e  r eal p r i c e  of c o r n  w o u l d  h a v e  b r o u g h t  p o o r e r  l a n d s
u n d e r  t h e  p l o u g h  - if t h e  e x p e n s e s  of c u l t i v a t i o n ,  a n d  
p a r t i c u l a r l y  t h e  w a g e s  of l a b o u r ,  w e r e  to b e  r e s t o r e d  to 
t h e  s a m e  v a l u e  in t e r m s  of c o r n ,  t h e n  p r o f i t s  m i g h t  b e  so
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s q u e e z e d  on  s u c h  l a n d s  t h a t  it w o u l d  n o t  " a n s w e r ” to t h e  
f a r m e r s  to go o n  c u l t i v a t i n g  t h e m .  T h e  s u p p l y  of c o r n  
w o u l d  t h e n  t e n d  to s h r i n k  t o w a r d s  its f o r m e r  le v e l ,  
f a l l i n g  b e l o w  t h e  i n c r e a s e d  d e m a n d .  T h e  s u r p l u s  p r o d u c e  
m i g h t  b e  so s m a l l  o n  s u c h  l a n d s  ( w h i c h  r e q u i r e  a g r e a t e r  
n u m b e r  of l a b o u r e r s  f o r  t h e  s a m e  p r o d u c e )  t h a t  it w o u l d  
n o t  a f f o r d  p r o f i t s  a t  t h e  n e c e s s a r y  r a t e ,  e v e n  if r e n t s
f e l l ______ to nil a t  t h e  r e n e w a l  of t h e  l e a s e s .  T h e s e
c o n s e q u e n c e s  of a r i s e  in t h e  m o n e y  w a g e  r a t e  v i s - ' a - v i s  
t h e  m o n e y  p r i c e  of c o r n  a r e  t h e  s a m e  a s  t h e  c o n s e q u e n c e s  
t r a c e d  b y  M a l t h u s  f r o m  a fall in t h e  m o n e y  p r i c e  of c o r n  
v i s - " a - v i s  t h e  m o n e y  w a g e  r a t e  f o l l o w i n g  a s u p p o s e d  
r e m o v a l  of r e s t r i c t i o n s  o n  i m p o r t a t i o n  ( p . 1 50).

W o u l d  M a l t h u s ,  f a c i n g  a n  o b j e c t i o n  l i k e  t h i s ,  h a v e  
c o n c l u d e d  - as  he s e e m s  to h a v e  d o n e  in t h e  p r e v i o u s  
e d i t i o n s  - t h a t  t h e r e  is a " n a t u r a l ” l i m i t  to t h e  
e x p a n s i o n  of a g r i c u l t u r e ,  b e y o n d  w h i c h  t h e  e x t e n s i o n  of 
c u l t i v a t i o n ,  e v e n  if t h e r e  is a n  i n c r e a s e d  d e m a n d ,  c a n n o t  
b e  s u f f i c i e n t l y  p r o f i t a b l e  in t h e  l o n g  r u n  ? Or, as he 
p u t s  it in t h i s  e d i t i o n  ( 1 8 0 7 , p . 1 7 7 ) ,  w o u l d  w e  " b e  
r e d u c e d  to t h e  d i l e m m a  of o w n i n g ,  t h a t  n o  m o t i v e  c a n
e x i s t  to t h e  f u r t h e r  i n v e s t m e n t  of c a p i t a l  in t h e  
p r o d u c t i o n  of c o r n "  ?

In t h e  1 7 9 8  e d i t i o n ,  it s e e m s  he  h a d  b e e n  r e d u c e d  to
s u c h  " d i l e m m a "  - a n d  t h i s  p o s i t i o n  c o m b i n e d  p e r f e c t l y
w i t h  h i s  g e n e r a l  f o r m u l a t i o n  t h a t  p o p u l a t i o n  is k e p t  d o w n  
t o t h e  a v a i l a b l e  s u p p l y  of f o o d ,  r a t h e r  t h a n  t h e  l a t t e r  
a d j u s t i n g  to t h e  f o r m e r .  H e  h a d  t h o u g h t  t h a t  " p r e m i u m s ” 
w e r e  r e q u i r e d  to m a k e  u p  f o r  t h e  low p r o f i t s  to  b e
e x p e c t e d  f r o m  t h e  c u l t i v a t i o n  of p o o r  lands, w h i c h  " t o  a
f a r m e r  w o u l d  n o t  a n s w e r  t h e  e x p e n s e  of c u l t i v a t i o n " .

H e  h a d  e q u a l l y  t h o u g h t ,  in t h e  1 8 0 3  e d i t i o n ,  t h a t  a
b o u n t y  w o u l d  i n c r e a s e  p r o f i t s  o n  t h e  g r o w t h  of c o r n  a n d  
t h u s  m a k e  t h e  e x t e n s i o n  of c u l t i v a t i o n  a n s w e r  to t h e  
f a r m e r .

H e  n o w  t h i n k s  (in t h e  1 8 0 7  e d i t i o n )  t h a t  m o r e
c a p i t a l  w i l l  n e c e s s a r i l y  b e  e m p l o y e d  in a g r i c u l t u r e ,
p r o v i d e d  o n l y  t h a t  t h e r e  is a n  e f f e c t u a l  d e m a n d  f o r  t h e
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i n c r e a s e d  p r o d u c e ,  t h a t  is, a d e m a n d  w i l l i n g  a n d  a b l e  to
p a y  t h e  p r i c e  of g r o w i n g  t h i s  a d d i t i o n a l  q u a n t i t y  of 
c o r n ,  i n c l u d i n g  t h e  " n a t u r a l "  p r o f i t s  o n  t h e  c a p i t a l  
r e q u i  r e d .

O n  t h e  b a s i s  of h i s  n e w  p o s i t i o n ,  M a l t h u s  m i g h t  h a v e  
r e p l i e d  t h a t  t h e  p r o d u c t i o n  of c o r n ,  o n c e  i n c r e a s e d  to
m e e t  a n  i n c r e a s e d  d e m a n d ,  c o u l d  n o t  b e  r e d u c e d  - as a
c o n s e q u e n c e  of a r i s e  of t h e  m o n e y  e x p e n s e s  of p r o d u c t i o n

w h i l s t  t h e r e  w a s  a n  e f f e c t u a l  d e m a n d  f o r  a g r e a t e r
q u a n t i t y  of c o r n .  A n  e x c e s s  d e m a n d  w o u l d  r a i s e  t h e  m o n e y  
p r i c e  of c o r n ,  a n d  if t h e  m o n e y  p r i c e  of l a b o u r  w e r e  to
c h a s e  t h e  p r i c e  of c o r n  a n d  t e n d  to s t o p  t h e  s u p p l y  s h o r t
of t h e  d e m a n d ,  t h e r e  w o u l d  e n s u e  a f u r t h e r  r i s e  in t h e
p r i c e  of c o r n .  T h i s  p r o c e s s  w o u l d  t h e n  c o n t i n u e  w h i l s t
t h e r e  w a s  a n  e f f e c t u a l  d e m a n d  f o r  a g r e a t e r  q u a n t i t y  of
c o r n ,  i.e. a d e m a n d  r e a d y  to p a y  t h e  i n c r e a s e d  e x p e n s e s
of p r o d u c i n g  a n  a d d i t i o n a l  q u a n t i t y  of c o r n ,  t o g e t h e r
w i t h  t h e  r e q u i r e d  p r o f i t s  o n  c a p i t a l .  M a l t h u s  w o u l d
n e v e r t h e l e s s  h a v e  c o n c l u d e d ,  as  he in f a c t  h a d  d o n e  b y
1 8 1 4  (to b e  s e e n  p r e s e n t l y ) ,  t h a t  a n  i n c r e a s e d  e f f e c t u a l
d e m a n d  f o r  c o r n  w o u l d  s u c c e e d  in b r i n g i n g  a b o u t  a
p e r m a n e n t  1y i n c r e a s e d  s u p p l y ,  p r o v i d e d  t h a t  t h e  m o n e y  
w a g e  r a t e  d i d  n o t  r i s e  in t h e  s a m e  p r o p o r t i o n  a s  t h e
m o n e y  p r i c e  of c o r n .

It s e e m s  t h a t  M a l t h u s  f o u n d  a w a y  o u t  of hi s
" d i l e m m a "  - w h i c h  h e  h a d  m a d e  f o r  h i m s e l f  b y  s u p p o s i n g  
d i m i n i s h i n g  r e t u r n s  - b y  g r a d u a l l y  f r e e i n g  h i m s e l f  f r o m  
S m i t h ’ s t r a p  c o n c e r n i n g  t h e  p r o p o r t i o n a l  e f f e c t  of t h e
p r i c e  of c o r n  o n  all o t h e r  p r i c e s ,  a s  he f o u n d  m o r e  a n d
m o r e  g r o u n d s  fo r  r e j e c t i n g  S m i t h ’ s d o c t r i n e .

M a l t h u s  n o w  t a k e s  h i s  c r i t i c i s m  of S m i t h ’ s p o s i t i o n
f u r t h e r ,  in a m o r e  d e c i d e d  m a n n e r  t h a n  in t h e  1 8 0 3
e d i t i o n .  H e  a r g u e s ,  in p a r t i c u l a r ,  t h a t  t h e  m o n e y  w a g e
r a t e  w o u l d  b y  n o  m e a n s  i n c r e a s e  in t h e  s a m e  p r o p o r t i o n  as
t h e  m o n e y  p r i c e  of c o r n .  B e s i d e s  h i s  f o r m e r  p o i n t
c o n c e r n i n g  m o n e y  t a x e s  o n  n e c e s s a r i e s ,  h e  n o w  a r g u e s  t h a t  
f o r e i g n  c o m m o d i t i e s  c o n s t i t u t e  a n  e x c e p t i o n  of " v e r y
g r e a t  i m p o r t a n c e " ,  d i r e c t l y  or i n d i r e c t l y  (e.g. b y  b e i n g
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u s e d  as i n p u t s  i n t o  m a n u f a c t u r e d  w a g e - g o o d s ) ; t h a t  t h e  
p r i c e s  of w o o l  a n d  r a w  h i d e s ,  b e i n g  j o i n t - p r o d u c t s  w i t h  
b u t c h e r ’ s - m e a t ,  d o  n o t  d e p e n d  m u c h  o n  t h e  p r i c e  of c o r n .  
H e  p r o c e e d s :
" B u t  w o l l e n  c l o t h s ,  l e a t h e r ,  l i n e n ,  c o t t o n s ,  tea, s u g a r ,
& c . ,  w h i c h  a r e  c o m p r e h e n d e d  in t h e  a b o v e - n a m e d  a r t i c l e s ,
f o r m  a l m o s t  t h e  w h o l e  of t h e  c l o t h i n g  a n d  l u x u r i e s  of t h e
i n d u s t r i o u s  c l a s s e s  of s o c i e t y .  C o n s e q u e n t l y ,  a l t h o u g h  
t h a t  p a r t  of t h e  w a g e s  of l a b o u r ,  w h i c h  is e x p e n d e d  in
f o o d ,  w i l l  r i s e  in p r o p o r t i o n  to t h e  p r i c e  of c o r n ,  t h e  
w h o l e  of t h e  w a g e s  w i l l  n o t  r i s e  in t h e  s a m e  p r o p o r t i o n "  
( p . 172)

7 . 4 .  1 8 1 4

In h i s  " O b s e r v a t i o n s  o n  t h e  E f f e c t s  ... of a R i s e  or 
F a l l  in t h e  P r i c e  of C o r n ,  o n  t h e  A g r i c u l t u r e  ... of t h e  
C o u n t r y "  ( S p r i n g  1 8 1 4 ) ,  M a l t h u s  t a k e s  s t i l l  f u r t h e r  h i s  
c r i t i q u e  of S m i t h ’ s d o c t r i n e  t h a t  t h e  r e a l  p r i c e  of c o r n  
c a n n o t  b e  r a i s e d  b y  a n  i n c r e a s e  in i t s  m o n e y  p r i c e .  T h i s ,  
h e  n o w  d e f i n i t e l y  t h i n k s ,  " c a n n o t  p o s s i b l y  b e  t r u e " ,  
b e c a u s e  it l e a d s  to i m p l i c a t i o n s  w h i c h  a r e  " d i r e c t l y  
c o n t r a r y  to all e x p e r i e n c e "  ( p . 9 1 ) .  H e  a r g u e s  t h a t ,  if 
S m i t h ’ s d o c t r i n e  is v a l i d  f o r  a r i s e  in t h e  p r i c e  of c o r n  
o c c a s i o n e d  b y  a n  i n c r e a s e d  d e m a n d  f r o m  a b o u n t y  on 
e x p o r t a t i o n ,  " i t  a p p l i e s  e q u a l l y  t o  a n  i n c r e a s e d  p r i c e  
o c c a s i o n e d  b y  a n a t u r a l  d e m a n d " ;  w h i c h  c a n n o t  b e  t r u e ,  he 
t h i n k s ,  b e c a u s e  t h e  p r o d u c t i o n  of c o r n  h a s  b e e n  o b s e r v e d  
to  r e s p o n d  to a n  i n c r e a s e d  p r i c e  f r o m  " n a t u r a l  c a u s e s " ,  
s u c h  a s  a r u n  of b a d  s e a s o n s ,  a n  i n c r e a s e  in p o p u l a t i o n ,  
or a r a p i d  p r o g r e s s  of c o m m e r c i a l  w e a l t h .

In t h e  1 8 0 3  e d i t i o n  of t h e  E s s a y  o n  P o p u l a t i o n , a n d  
u p  to t h e  1 8 0 7  e d i t i o n ,  M a l t h u s  h a d  a s s e r t e d :
" t h e  e x p e r i e n c e  of t h e  l a s t  t w e n t y  y e a r s  s e e m s  to w a r r a n t  
u s  in c o n c l u d i n g ,  t h a t  t h e  h i g h  p r i c e  of p r o v i s i o n s  
a r i s i n g  f r o m  t h e  a b u n d a n c e  of c o m m e r c i a l  w e a l t h ,
a c c o m p a n i e d  as it h a s  b e e n  b y  v e r y  g r e a t  v a r i a t i o n s ,  a n d  
b y  a g r e a t  r i s e  in t h e  p r i c e  of l a b o u r ,  d o e s  n o t  o p e r a t e
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a s  a n  e n c o u r a g e m e n t  to a g r i c u l t u r e  s u f f i c i e n t  to m a k e  it 
k e e p  p a c e  w i t h  t h e  r a p i d  s t r i d e s  of c o m m e r c e . "
( 1 8 0 7 , p . 1 4 0 - 1 )

M a l t h u s  n o w  ( 1 8 1 4 )  t h i n k s  t h a t ,  " i n  t h i s  c o u n t r y
d u r i n g  t h e  l a s t  t w e n t y  y e a r s " ,  t h e r e  h a d  b e e n  a g r e a t
p r o s p e r i t y  of m a n u f a c t u r e s  a n d  f o r e i g n  c o m m e r c e ,
a c c o m p a n i e d  b y  a v e r y  g r e a t  i n c r e a s e  of p o p u l a t i o n ;  a n d  
t h i s  h a d  m e a n t  a r a p i d l y  i n c r e a s i n g  d e m a n d  f o r  c o r n ,
w h i c h  h a d  p u l l e d  its p r i c e  u p w a r d s  ( p . 9 2 , 1 0 5  e t p a s  s i m ).
H o w e v e r ,  he n o w  t h i n k s ,  t h e  m o n e y  p r i c e  of l a b o u r  h a d
b e e n  l a g g i n g  b e h i n d  t h e  p r i c e  of c o r n  " a t  a s u f f i c i e n t
d i s t a n c e  a n d  f o r  a s u f f i c i e n t  t i m e ,  to c h a n g e  t h e  
d i r e c t i o n  of c a p i t a l ” (by t e m p o r a r i l y  r a i s i n g  t h e  p r o f i t s  
of a g r i c u l t u r e  v i s - ' a - v i s  o t h e r  s e c t o r s ) .  T h e  i n c r e a s i n g  
p r i c e  of c o r n  h a d  t h e n  s u c c e e d e d  in g i v i n g  g r e a t
e n c o u r a g e m e n t  to a g r i c u l t u r e ,  w h i c h  w a s  " a s  y e t  n e a r l y  
k e e p i n g  p a c e  w i t h ” t h e  r a p i d  g r o w t h  of m a n u f a c t u r e s  a n d  
c o m m e r c e  ( p . 9 0 , 1 0 2  e t  p a s s  i m ) . T h u s :
" F r o m  1 8 0 5 ,  p a r t l y  f r o m  t h e  o p e r a t i o n  of t h e  c o r n  l a w s
p a s s e d  in 1 8 0 4 ,  b u t  m u c h  m o r e  f r o m  t h e  d i f f i c u l t y  a n d  
e x p e n s e  of i m p o r t i n g  c o r n  in t h e  a c t u a l  s t a t e  of E u r o p e  
a n d  A m e r i c a ,  t h e  p r i c e  of g r a i n  h a d  r i s e n  so h i g h  C b y
1 8 1 3 ]  a n d  h a d  g i v e n  s u c h  a s t i m u l u s  to o u r  a g r i c u l t u r e ,  
t h a t  w i t h  t h e  p o w e r f u l  a s s i s t a n c e  of I r e l a n d ,  w e  h a d  b e e n  
r a p i d l y  a p p r o a c h i n g  to t h e  g r o w t h  of a n  i n d e p e n d e n t  
s u p p l y . "  ( p . 1 0 0 - 1 )

In t h e  s u c c e s s i v e  e d i t i o n s  of t h e  E s s a y  o n
P o p u l a t i o n , M a l t h u s  h a d  a t t r i b u t e d  t h e  i n c r e a s i n g  m o n e y
p r i c e  of c o r n  m e r e l y  to a n  i n c r e a s i n g  d e m a n d ,  " o p e r a t i n g
u p o n  a [ d o m e s t i c ]  s u p p l y  of c o r n  n o t  i n c r e a s i n g  in t h e  
s a m e  p r o p o r t i o n ” ( 1 8 0 3 , p . 6 7 6 ; 1 8 0 7 , p . 1 4 6 ) .  In t h i s  1 8 1 4  
work'!' t h e  i n c r e a s i n g  d e m a n d  h a s  b e e n  n e a r l y  m e t  b y  t h e

1 M a l t h u s  a p p l i e s  to t h e  p r o d u c t i o n  of c o r n  t h e  s h o r t - r u n  
a n a l y s i s  t h a t  S m i t h  h a d  d e v e l o p e d  to e x p l a i n  t h e
a d j u s t m e n t  of t h e  s u p p l y  to t h e  d e m a n d  of p a r t i c u l a r  
c o m m o d i t i e s ,  t h a t  is, t h e  m e c h a n i s m  of " m a r k e t  p r i c e ” in 
r e l a t i o n  to t h e  " n a t u r a l  p r i c e " .
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d o m e s t i c  s u p p l y ,  a n d  t h u s  t h e  p r i c e  of c o r n  w o u l d  t e n d  to 
s u b s i d e  t o w a r d s  its f o r m e r  l e v e l .  N e v e r t h e l e s s ,  a c c o r d i n g  
t o  M a l t h u s ’ s a n a l y s i s ,  t h e  m a r k e t  p r i c e  of c o r n ,  b e i n g  
p u l l e d  u p w a r d s  b y  a n  i n c r e a s i n g  d e m a n d ,  is s u s t a i n e d  a t  
h i g h e r  a n d  h i g h e r  l e v e l s  b y  a n  i n c r e a s i n g  s u p p l y - p r i c e  of 
t h e  e n t i r e  h o m e  p r o d u c e .  T h e  p r i m a r y  c a u s e  of t h i s  
i n c r e a s e  is " t h e  n e c e s s i t y  of y e a r l y  c u l t i v a t i n g  a n d  
i m p r o v i n g  m o r e  p o o r  land, to p r o v i d e  f o r  t h e  d e m a n d s  of 
a n  i n c r e a s i n g  p o p u l a t i o n ;  w h i c h  l a n d  m u s t  of c o u r s e
r e q u i r e  m o r e  l a b o u r  a n d  d r e s s i n g ,  a n d  e x p e n s e  of all 
k i n d s  in its c u l t i v a t i o n ” ( p . 1 0 7 - 8 ) .  If a n y  a d d i t i o n a l
s u p p l y  is n o t  to be w i t h d r a w n  in t h e  l o n g  r un, t h e  p r i c e
of c o r n  m u s t  p a y  fo r  t h e  i n c r e a s e d  c o s t  of p r o d u c t i o n ,
i n c l u d i n g  o r d i n a r y  p r o f i t s :
” In all p r o g r e s s i v e  c o u n t r i e s ,  t h e  a v e r a g e  p r i c e  of c o r n  
is n e v e r  h i g h e r  [ n o r  c a n  l o n g  r e m a i n  l o w e r ]  t h a n  w h a t  is 
n e c e s s a r y  to c o n t i n u e  t h e  a v e r a g e  i n c r e a s e  of p r o d u c e .  
A n d  t h o u g h ,  in m u c h  t h e  g r e a t e r  p a r t  of t h e  i m p r o v e d  
l a n d s  of m o s t  c o u n t r i e s ,  t h e r e  is w h a t  t h e  F r e n c h  
e c o n o m i s t s  c a l l  a d i s p o s a b l e  p r o d u c e ,  t h a t  is, a p o r t i o n  
w h i c h  m i g h t  b e  t a k e n  a w a y  w i t h o u t  i n t e r f e r i n g  w i t h  f u t u r e
p r o d u c t i o n ,  y e t ,  in r e f e r e n c e  to t h e  w h o l e  of t h e  a c t u a l
p r o d u c e  a n d  t h e  r a t e  at w h i c h  it is i n c r e a s i n g ,  t h e r e  is 
n o  p a r t  of t h e  p r i c e  so d i s p o s a b l e . ” ( p . 9 6 - 7 )
T h i s  s t a t e m e n t  i m p l i e s  t h a t  t h e r e  is n o  r e n t  a t  t h e
m a r g i n a l  land, a s  M a l t h u s  w a s  to s t a t e  e x p l i c i t l y  in h i s
I n q u i r y  i n t o  R e n t  ( 1 8 1 5 a ) .

In t h e  1 8 0 7  e d i t i o n  of t h e  E s s a y  on P o p u l a t i o n  -
h a v i n g  a d o p t e d  t h e  v i e w  t h a t  m o r e  c a p i t a l  is n e c e s s a r i l y  
e m p l o y e d  u p o n  t h e  l a n d  if t h e r e  is a g r e a t e r  d e m a n d  f o r  
c o r n  - M a l t h u s  h a d  c o n c l u d e d  t h a t  b y  a d i m i n u t i o n  of 
r e n t s  a t  t h e  r e n e w a l  of l e a s e s  t h e  f a r m e r  w o u l d  b e  
c o m p e n s a t e d  f o r  a n y  i n c r e a s e  in t h e  e x p e n s e s  of
c u l t i v a t i o n  r e l a t i v e  to t h e  p r i c e  of c o r n .  T h u s ,  a n  
" u n f a v o u r a b l e  p r o p o r t i o n ” b e t w e e n  t h e  p r i c e  of l a b o u r  a n d  
t h e  p r i c e  of c o r n  w o u l d  be " m a d e  u p ” to t h e  f a r m e r  a n d  
w o u l d  " n o t  i n f l u e n c e  t h e  g r o w t h  of c o r n  b e y o n d  t h e  
c u r r e n t  l e a s e s ” (p. 1 7 3 ) ;  a n d  " t a x e s  w h i c h  a f f e c t
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a g r i c u l t u r a l  c a p i t a l  f a l l ,  d u r i n g  t h e  c u r r e n t  l e a s e s ,  
w h o l l y  o n  t h e  f a r m e r "  b u t  " u l t i m a t e l y  f a l l  o n  t h e  r e n t "
( p . 15 1, n . ) .

H e  n o w  t h i n k s  t h i s  is a m i s t a k e ,  a n d  r e v e r t s  in
e f f e c t  to h i s  p o s i t i o n  in t h e  1 8 0 3  e d i t i o n .  T h u s ,  a n e w
r e g i m e  of f r e e d o m  of i m p o r t a t i o n ,  w h i c h  r e d u c e d  t h e  p r i c e  
of c o r n ,  w i t h o u t  a c o r r e s p o n d i n g  r e d u c t i o n  of t h e  p r i c e
of l a b o u r  a n d  of t h e  o t h e r  e x p e n s e s  of c u l t i v a t i o n ,  w o u l d
b e  " e f f i c i e n t  ... in t h r o w i n g  land, w h i c h  h a s  b e e n
a l r e a d y  i m p r o v e d ,  o u t  of c u l t i v a t i o n "  a n d  in " p r e v e n t i n g  
t h e  f u t u r e  i m p r o v e m e n t  of l a n d "  ( p . 96 ) .  T h e s e  e f f e c t s  
w o u l d  t a k e  p l a c e  n o t  o n l y  d u r i n g  t h e  c u r r e n t  l e a s e s :
" I t  is a g r e a t  m i s t a k e  to s u p p o s e  t h a t  t h e  e f f e c t s  of a 
f a l l  in t h e  p r i c e  of c o r n  on c u l t i v a t i o n  m a y  be f u l l y  
c o m p e n s a t e d  b y  a d i m i n u t i o n  of r e n t s .  R i c h  l a n d  w h i c h  
y i e l d s  a l a r g e  n e t  r e n t ,  m a y  i n d e e d  b e  k e p t  u p  in it s 
a c t u a l  s t a t e ,  n o t w i t h s t a n d i n g  a f a l l  in t h e  p r i c e  of its 
p r o d u c e :  a s  a d i m i n u t i o n  of r e n t  m a y  b e  m a d e  e n t i r e l y  to
c o m p e n s a t e  t h i s  f a l l  ... B u t  in p o o r  land, t h e  f u n d  of
r e n t  w i l l  o f t e n  b e  f o u n d  q u i t e  i n s u f f i c i e n t  f o r  t h i s
p u r p o s e .  ... T h e  r e g u l a r  c u l t i v a t i o n  of s u c h  l a n d  f o r  
g r a i n  w o u l d  of c o u r s e  b e  g i v e n  up, a n d  a n y  s o r t  of 
p a s t u r e ,  h o w e v e r  s c a n t y ,  w o u l d  b e  m o r e  b e n e f i c i a l  b o t h  to 
t h e  l a n d l o r d  a n d  f a r m e r . "  ( p . 96)
□ n  s u c h  p o o r  land, t h e  p r i c e  of c o r n  w o u l d  n o t  l e a v e  a 
" f a i r  r e m u n e r a t i o n  f o r  t h e  c a p i t a l  e m p l o y e d ,  a c c o r d i n g  to 
t h e  g e n e r a l  r a t e  of p r o f i t s "  t o g e t h e r  w i t h  a r e n t  at 
l e a s t  e q u a l  to t h e  s c a n t y  r e n t  of p a s t u r e  ( p . 9 6 - 7 ) .

S i m i l a r l y ,  it m a y  b e  i n f e r r e d ,  if t h e  m o n e y  p r i c e  of 
l a b o u r  w e r e  to r i s e  in t h e  s a m e  p r o p o r t i o n  a s  t h e  p r i c e  
of c o r n ,  c u l t i v a t i o n  w o u l d  n o t  b e  e x t e n d e d  to p o o r e r  
l a n d s ,  w h i c h  w o u l d  n o t  y i e l d  e n o u g h  p r o d u c e  to p a y  f o r  
t h e  g r e a t e r  n u m b e r  of l a b o u r e r s  r e q u i r e d  a n d  a l s o  to p a y  
p r o f i t s  a t  t h e  n e c e s s a r y  r a t e .  Or, if it w e r e  o n c e  
e x t e n d e d ,  c a p i t a l  w o u l d  r e t r e a t  f r o m  s u c h  l a n d s  in t h e  
1 o n g  r u n .

H o w ,  t h e n ,  d o e s  M a l t h u s  n o w  r e c o n c i l e  h i s  v i e w  t h a t  
p r o d u c t i o n  m u s t  a d j u s t  to a n  i n c r e a s i n g  d e m a n d  w i t h  h i s
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s u p p o s i t i o n  of d i m i n i s h i n g  r e t u r n s ,  if t h e s e  d i m i n i s h i n g  

r e t u r n s  c a n n o t ,  a f t e r  a p o i n t ,  b e  c o m p e n s a t e d  f o r  b y  
d i m i n i s h i n g  r e n t s  ? A s  in t h e  1 8 0 7  e d i t i o n ,  he t h i n k s  
t h a t  t h e  m o n e y  w a g e  r a t e  d o e s  n o t  r i s e  in t h e  sarnie 
p r o p o r t i o n  as t h e  m o n e y  p r i c e  of c o r n ,  i.e. t h a t  t h e  w a g e  
r a t e  in t e r m s  of c o r n  f a l l s .  As he p u t s  it in a l e t t e r  t o  
R i c a r d o  of 5 A u g .  1 8 1 4 :
"A s l i g h t  f all in t h e  r e a l  p r i c e  of l a b o u r  ... or w h a t  
c o m e s  to t h e  s a m e  t h i n g ,  a r i s e  in t h e  p r i c e  of p r o d u c e  
w i t h o u t  a p r o p o r t  i o n a t e  r i s e  of l a b o u r ,  a m o s t  n a t u r a l  
a n d  f r e q u e n t  o c c u r r e n c e ,  w i l l  ... e a s i l y  m a k e  u p  f o r  s o m e  
i n c r e a s e  of d i f f i c u l t y  in p r o c u r i n g  c o r n ” ( V I , 118)
In c o n t e m p o r a r y  B r i t a i n ,  he a s s e r t s ,  t h e  w a g e s  of l a b o u r  
" h a v e  n o t  r i s e n  in p r o p o r t i o n  to t h e  p r i c e  of c o r n " ,  
t h o u g h  t h e y  " h a v e  b e e n  b e y o n d  all d o u b t  c o n s i d e r a b l y  
i n f l u e n c e d  b y  it" ( 1 8 1 4 , p . 1 0 7 )  .

H e n c e  t h e  i m p o r t a n c e  f o r  M a l t h u s  of a s c e r t a i n i n g  t h e  
e x t e n t  of t h e  e f f e c t  of t h e  m o n e y  p r i c e  of c o r n  o n  t h e
m o n e y  w a g e  r a t e .  H e  n o w  p r o c e e d s  in h i s  e m p i r i c a l
r e f u t a t i o n  of S m i t h ’ s p o s i t i o n  t h a t  t h e  p r i c e  of c o r n  
" r e g u l a t e s "  t h e  p r i c e  of l a b o u r  b y  s h o w i n g  t h e  w e i g h t  of 
o t h e r  g o o d s  in t h e  l a b o u r e r ’ s b u d g e t :
" I t  is b y  n o  m e a n s  i n t e n d e d  to d e n y  t h e  p o w e r f u l
i n f l u e n c e  of t h e  p r i c e  of c o r n  u p o n  t h e  p r i c e  of l a b o u r ,  
o n  a n  a v e r a g e  of a c o n s i d e r a b l e  n u m b e r  of y e a r s  ... [ b u t ]  
t h e  w h o l e  of t h e  w a g e s  of l a b o u r  c a n  n e v e r  r i s e  a n d  f a l 1 
in p r o p o r t i o n  to t h e  v a r i a t i o n s  in t h e  p r i c e  of g r a i n " ;  
" i f  w e  i n q u i r e  i n t o  t h e  e x p e n d i t u r e  of t h e  l a b o u r i n g  
c l a s s e s  of s o c i e t y ,  w e  s h a l l  f i n d ,  t h a t  it b y  n o  m e a n s  
c o n s i s t s  w h o l l y  in f o o d ,  a n d  s t i l l  less, of c o u r s e ,  in 
m e r e  b r e a d  or g r a i n "  ( p . 89)
H e  t h e n  r e f e r s  to S i r  F r e d e r i c k  M o r t o n  E d e n ’ s " w o r k  o n  
t h e  p o o r ”^ as s h o w i n g  t h a t ,  " i n  a l a b o u r e r ’ s f a m i l y  of 
a b o u t  a n  a v e r a g e  s i z e ” , r o u g h l y  t h r e e  f i f t h s  of t h e

1 " T h e  S t a t e  of t h e  P o o r ;  or a n  H i s t o r y  of t h e  L a b o u r i n g  
C l a s s e s  in E n g l a n d  f r o m  t h e  C o n q u e s t  to t h e  P r e s e n t  
P e r i o d ,  e t c . " ,  3 v o l s .  ( L o n d o n , 1 7 9 7 )



e x p e n d i t u r e  c o n s i s t s  of f o o d  - of w h i c h  t w o  t h i r d s  
c o n s i s t s  of " b r e a d  or m e a l "  a n d  o n e  t h i r d  of " m e a t ,  m i l k ,  
b u t t e r ,  c h e e s e ,  a n d  p o t a t o e s "  - t h e  r e m a i n i n g  t w o  f i f t h s  
c o n s i s t i n g  of " h o u s e  r e n t ,  f u e l ,  s o a p ,  c a n d l e s ,  tea, 
s u g a r ,  a n d  c l o t h i n g "  ( p . 8 9 ) .

F r o m  t h i s  e n l a r g e d  v i e w  of t h e  w a g e  b a s k e t ,  t h e r e
w a s  n o t  m u c h  r o o m  l e f t  in M a l t h u s ’ s t h o u g h t  f o r  t h e  
c o n c e p t  of c a p i t a l  as c o n s i s t i n g  of t h e  f o o d  r e q u i r e d  f o r  
t h e  m a i n t e n a n c e  of t h e  l a b o u r e r s ,  a c o n c e p t  w h i c h  h a d  
f i g u r e d  c o n s p i c u o u s l y  in t h e  1 8 0 3  e d i t i o n  of h i s  E s s a y  o n  
P o p u 1 a t  i o n  (as s e e n  in c h a p t e r  5 a b o v e ) .  H e  h a d  a l r e a d y  
s u p p r e s s e d  f r o m  t h e  1 8 0 7  e d i t i o n  m o s t  p a s s a g e s  i n v o l v i n g  
t h i s  c o n c e p t .  H e  n o w  a r g u e s ,  in a l e t t e r  to R i c a r d o  of 5 
A u g . 1 8 1 4 :
" I n  n o  c a s e  of p r o d u c t i o n  [ i n c l u d i n g  t h e  p r o d u c t i o n  of
f o o d ] ,  is t h e  p r o d u c e  e x a c t l y  of t h e  s a m e  n a t u r e  a s  t h e
c a p i t a l  a d v a n c e d . "  ( V I , 1 17)

7 . 5 .  C o n e  1 us  i o n

L i k e  S m i t h ,  M a l t h u s  i n v a r i a b l y  c o n s i d e r s  t h e  " f a i r
r e m u n e r a t i o n  f o r  t h e  c a p i t a l  e m p l o y e d ,  a c c o r d i n g  to  t h e
g e n e r a l  r a t e  of p r o f i t s "  as  s o m e t h i n g  g i v e n  f r o m  t h e
p o i n t  of v i e w  of a g r i c u l t u r e .  H e  s e e s  n o  r e a s o n  w h y  t h e
g e n e r a l  r a t e  of p r o f i t s  s h o u l d  r i s e  or f all b e c a u s e  of 
c i r c u m s t a n c e s  c o n n e c t e d  w i t h  t h e  c h a n g i n g  s t a t e  of 
c u l t i v a t i o n ;  a n d  he  t r e a t s  t h e  r a t e  of p r o f i t s  of t h e
f a r m e r  as if it s h o u l d  a l w a y s  b e  r e s t o r e d  to a g i v e n  
l o n g - r u n  level in l i n e  w i t h  t h e  p r o f i t a b i l i t y  p r e v a i l i n g
e 1s e w h e r e .

T h u s ,  t h e  i n c r e a s e d  n u m b e r  of l a b o u r e r s  r e q u i r e d  p e r  
u n i t  of p r o d u c t  o n  p o o r e r  l a n d s  is s e e n  n o t  a s  a
c i r c u m s t a n c e  w h i c h  s h o u l d  a f f e c t  t h e  p r o f i t s  of f a r m i n g  
in t h e  l o n g  r u n  b u t  a s  a n  i n c r e a s e  of e x p e n s e s  f o r  w h i c h  
t h e  f a r m e r  m u s t  s o m e h o w  be  c o m p e n s a t e d  - e i t h e r
a r t i f i c i a l l y  b y  s u b s i d i e s ,  as  h e  t h o u g h t  in t h e  1 7 9 8  a n d  
1 8 0 3  e d i t i o n s ;  or " n a t u r a l l y "  b y  a d i m i n u t i o n  of r e n t ,  as 
in t h e  1 8 0 7  e d i t i o n ,  or b y  a fall in t h e  w a g e  r a t e  in
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t e r m s  of c o r n ,  as  h e  e v e n t u a l l y  c a m e  to b e l i e v e .
T a k i n g  i n t o  a c c o u n t  o t h e r  g o o d s  b e s i d e s  f o o d  in t h e  

c o n s u m p t i o n  of t h e  l a b o u r e r ,  M a l t h u s  c a m e  to t h i n k  t h a t  
t h e  m o n e y  p r i c e  of l a b o u r  d o e s  n o t  i n c r e a s e  in t h e  s a m e  
p r o p o r t i o n  a s  t h e  m o n e y  p r i c e  of c o r n .  In t h i s  c a s e ,  t h e  
n e c e s s a r y  a d j u s t m e n t  of c u l t i v a t i o n  to a n  i n c r e a s i n g
d e m a n d ,  s u b j e c t  t o  d i m i n i s h i n g  r e t u r n s ,  m a y  b e  c o m p a t i b l e  
w i t h  a g i v e n  r a t e  of p r o f i t s .

O n  t h e  o t h e r  h a n d ,  R i c a r d o  - f o l l o w i n g  S m i t h  in
t h i n k i n g  t h a t  t h e  p r i c e  of l a b o u r  m u s t  i n c r e a s e  in
p r o p o r t i o n  to t h e  p r i c e  of c o r n  - w a s  to c o m e  to t h e
c o n c l u s i o n  t h a t  t h e  r e q u i r e d  e x p a n s i o n  of c u l t i v a t i o n ,  
s u b j e c t  to d i m i n i s h i n g  r e t u r n s ,  n e c e s s a r i l y  e n t a i l s  a 
f a 1 Ii n g r a t e  of p r o f i t s .  T h e  n e x t  c h a p t e r  s h o w s  h o w
R i c a r d o  m i g h t  h a v e  a r r i v e d  a t  t h i s  c o n c l u s i o n .
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C H A P T E R  8
T H E  E M E R G E N C E  O F  R I C A R D O ’ S T H E O R Y  O F  P R O F I T S

A s  n o t e d  b y  S r a f f a  ( 1 9 5 1 b , p . 3), R i c a r d o ’ s l e t t e r s  of 
A u g u s t  1 8 1 3  a l r e a d y  s h o w  t h e  " e s s e n t i a l  e l e m e n t s ” of t h e  
t h e o r y  of p r o f i t s  w h i c h  w a s  to a p p e a r  in t h e  E s s a y  o n  
P r o f i t s  ( F e b . 1 8 1 5 ) .  O n  t h e  o t h e r  h a n d ,  as  n o t e d  b y  
T u c k e r ( 1 9 5 4 , p . 3 2 2 ) ,  R i c a r d o ’ s H i g h  P r i c e  of B u l l i o n  ( 4 t h  
e d . ,A p r . 1 8 1 1 )  s h o w s  h i m  f o l l o w i n g  S m i t h  o n  t h e  s u b j e c t  of 
p r o f i t  d e t e r m i n a t i o n ? *  It m a y  t h e n  b e  i n f e r r e d  t h a t  h i s  
o w n  t h e o r y  e m e r g e d  s o m e t i m e  b e t w e e n  A p r i l  1 8 1 1  a n d  A u g u s t  
1 8 1 3 .

T h i s  m a t c h e s  t h e  f a c t  t h a t  t h e  f r i e n d s h i p  b e t w e e n
R i c a r d o  a n d  M a l t h u s  d e v e l o p e d  f r o m  m i d - 1 8 1 1 ,  w h e n  t h e y

2f i r s t  m e t  a n d  s t a r t e d  t h e i r  c o r r e s p o n d e n c e .

8 . 1 .  E a r l y  d i s c u s s i o n  w i t h  M a l t h u s  a b o u t  t h e  e f f e c t  of 
t h e  d e m a n d  f o r  f o o d  o n  c u l t i v a t i o n

A l t h o u g h  t h e  d i s c u s s i o n s  t h a t  a p p e a r  in t h e i r  e x t a n t  
c o r r e s p o n d e n c e  b e f o r e  A u g .  1 8 1 3  h a v e  n o t h i n g  to d o  w i t h  
R i c a r d o ’ s e a r l y  t h e o r y  of p r o f i t s ,  t h i s  c o r r e s p o n d e n c e  
s h o w s  t h a t  s o m e  l e t t e r s  a r e  m i s s i n g ,  e s p e c i a l l y  fo r 
1 8 1 2 / 1 3 .  E v e n  if t h e  a v a i l a b l e  c o r r e s p o n d e n c e  w e r e
c o m p l e t e ,  it w o u l d  s t i l l  b e  o n l y  t h e  t i p  of t h e  i c e b e r g ,  
a n d  m i g h t  w e l l  f a i l  to g i v e  u s  a n y  h i n t  o n  s o m e  r e l e v a n t

1 " P r o f i t s  c a n  o n l y  b e  l o w e r e d  b y  a c o m p e t i t i o n  of 
c a p i t a l s  n o t  c o n s i s t i n g  of c i r c u l a t i n g  m e d i u m  [ t h a t  is, 
c o n s i s t i n g  of " p r o d u c t i v e  c a p i t a l " ] " ;  " t h e  r a t e  of
i n t e r e s t  is n o t  r e g u l a t e d  b y  t h e  a b u n d a n c e  or s c a r c i t y  of 
m o n e y ,  b u t  b y  t h e  a b u n d a n c e  or s c a r c i t y  of t h a t  p a r t  of 
c a p i t a l ,  n o t  c o n s i s t i n g  of m o n e y " ;  " t h e  r a t e  of i n t e r e s t  
b e i n g  r e g u l a t e d  b y  t h e  p r o f i t s  o n  t h e  e m p l o y m e n t  of 
[ p r o d u c t i v e ]  c a p i t a l "  ( 1 1 1 , 9 2 , 8 8 - 9 )
2 S e e  R i c a r d o ’ s W o r k s , e d i t o r ’ s n o t e  o n  M a l t h u s ,  vol. VI, 
p . x i x .
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t e c h n i c a l  c o n v e r s a t i o n .
H o w e v e r ,  it s e e m s  r e a s o n a b l e  to p r e s u m e  t h a t  t h e y  

w o u l d  o c c a s i o n a l l y  h a v e  t a l k e d  a b o u t  t h e  a r g u m e n t s  in t h e  
E s s a y  o n  P o p u l a t i o n , p a r t i c u l a r l y  in t h e  m o r e  " e c o n o m i c ” 
c h a p t e r s  ( B o o k  III); a n d  to t h e  e x t e n t  t h a t  t h e
d i s c u s s i o n  i n v o l v e d  t h e  e c o n o m i c  a r g u m e n t s ,  it w o u l d  h a v e  
p r o b e d  i n t o  t h e  w h o l e  r e l a t i o n  b e t w e e n  f o o d  p r o d u c t i o n ,  
p o p u l a t i o n  g r o w t h  a n d  c a p i t a l  a c c u m u l a t i o n .

8 . 1 . 1 .  I n c r e a s e d  d e m a n d  f o r  f o o d  as a r e s u l t  of t h e  P o o r  
L a w s

A r e l e v a n t  d i s c u s s i o n ,  f r o m  t h e  p o i n t  of v i e w  of t h e  
e m e r g e n c e  of R i c a r d o ’ s t h e o r y  of p r o f i t ,  m a y  h a v e  b e e n  
t r i g g e r e d  b y  R i c a r d o ’ s c o m m e n t  o n  t h e  a r g u m e n t  a b o u t  P o o r  
L a w s ,  w h i c h  h e  f o u n d  in t h e  E s s a y  o n  P o p u l a t i o n . H e  
" r e m e m b e r s "  t h e  c o m m e n t  in a l e t t e r  to M a l t h u s  of J a n u a r y  
1 8 1 6 ,  in s u c h  a m a n n e r  t h a t  s u g g e s t s  it h a d  b e e n  m a d e  
s e v e r a l  y e a r s  b e f o r e ;  w h i c h  b r i n g s  u s  to t h e  p e r i o d  
b e t w e e n  m i d - 1 8 1 1 ,  w h e n  t h e y  f i r s t  m e t ,  a n d  A u g u s t  1813, 
w h e n  R i c a r d o ’ s n e w  t h e o r y  a p p e a r s  in h i s  c o r r e s p o n d e n c e .  
F o r  c o n v e n i e n c e ,  let m e  r e p e a t  t h e  p a s s a g e ,  a l r e a d y  
q u o t e d  in s e c t i o n  5 . 4  a b o v e :
"I r e m e m b e r  m e n t i o n i n g  to y o u ,  a n d  1 b e l i e v e  y o u  t o l d  me 
t h a t  y o u  h a d  a l t e r e d  it in t h e  f o l l o w i n g  e d i t i o n s ,  t h a t  I 
t h o u g h t  y o u  a r g u e d  in s o m e  p l a c e s  a s  if t h e  p o o r  r a t e s  
h a d  n o  e f f e c t  in i n c r e a s i n g  t h e  q u a n t i t y  of f o o d  to be 
d i s t r i b u t e d  - t h a t  I t h o u g h t  y o u  w e r e  b o u n d  to a d m i t  t h a t  
t h e  p o o r  l a w s  w o u l d  i n c r e a s e  t h e  d e m a n d  a n d  c o n s e q u e n t l y  
t h e  s u p p l y . "  ( V I I , 2 - 3 )

W h y  or w h a t  d i d  R i c a r d o  t h e n  a r g u e  so t h a t  M a l t h u s  
w a s  " b o u n d  to a d m i t  t h a t  t h e  p o o r  l a w s  w o u l d  i n c r e a s e  t h e  
d e m a n d  a n d  c o n s e q u e n t l y  t h e  s u p p l y "  ?

T h a t  t h e  P o o r  L a w s  w o u l d  i n c r e a s e  t h e  d e m a n d  f o r  
f o o d  is e v i d e n t  f r o m  M a l t h u s ’ s o w n  a r g u m e n t ,  t h u s  
R i c a r d o ’ s r e m a r k  w a s  a i m e d  r a t h e r  a t  M a l t h u s ’ s a r g u i n g  as 
if t h i s  i n c r e a s e  of d e m a n d  h a d  n o  e f f e c t  in i n c r e a s i n g
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t h e  p r o d u c t i o n  of f o o d ^
It w o u l d ,  i n d e e d ,  s e e m  t h a t  M a l t h u s  w a s  b o u n d  to 

a d m i t  t h a t  a n  i n c r e a s e d  d e m a n d  for f o o d ,  p r o c e e d i n g  f r o m  
a g r e a t e r  p o p u l a t i o n ,  w o u l d  b r i n g  a b o u t  a n  i n c r e a s e d
p r o d u c t i o n ,  in v i e w  of h i s  m e c h a n  i s m  of m u t u a 1 a d j u s t m e n t  
b e t w e e n  p o p u l a t i o n  a n d  f o o d  p r o d u c t i o n .  T h i s  h a d  b e e n  
p r e s e n t e d  a s  a n  e s s e n t i a l  p a r t  of a b a s i c  c h a p t e r  of t h e  
E s s a y  o n  P o p u l a t i o n  ( c h a p t e r  2). It is l i k e l y ,  t h e r e f o r e ,  
t h a t  R i c a r d o  p o i n t e d  to t h i s  c o n s p i c u o u s  p a r t  of
M a l t h u s ' s  a r g u m e n t ,  t h e r e b y  s u g g e s t i n g  t h a t  M a l t h u s  h a d  
b e e n  i n c o n s i s t e n t  w h e n  h e  c a m e  to a r g u e  as if t h e  P o o r  
L a w s  h a d  n o  e f f e c t  in i n c r e a s i n g  t h e  p r o d u c t i o n  of food.

As s e e n  in s e c t i o n  7 . 2  a b o v e ,  t h i s  i n c o n s i s t e n c y  m a y
b e  o n l y  a p p a r e n t ,  b e c a u s e ,  in t h a t  p a r t  of h i s  c h a p t e r  2,
M a l t h u s  s e e m s  to h a v e  h a d  in m i n d  t h e  e x t e n s i o n  of 
c u l t i v a t i o n  to e q u a 11y f e r t i l e  l a n d s ;  w h e r e a s  h i s  a r g u i n g  
t h a t  t h e  P o o r  L a w s  i n c r e a s e  p o p u l a t i o n  w i t h o u t  i n c r e a s i n g  
f o o d  p r o d u c t i o n  s e e m s  to h a v e  b e e n  b a s e d  o n  h i s  v i e w  t h a t  
t h e  e x t e n s i o n  of c u l t i v a t i o n  to l e s s  f e r t i l e  l a n d s  m a y  b e  
u n p r o f i t a b l e  to " p r i v a t e  i n d i v i d u a l s ” in t h e  l o n g  run.

A s  d e s c r i b e d  in c h a p t e r  7 a b o v e ,  M a l t h u s  h a d
t h o u g h t ,  in t h e  e a r l y  e d i t i o n s  of t h e  E s s a y  o n
P o p u 1 a t i o n . t h a t  a n  i n c r e a s e d  d e m a n d  a n d  p r i c e  of c o r n  
m i g h t  f a i l  to b r i n g  a b o u t  a n  i n c r e a s e d  p r o d u c t i o n  - 
b e c a u s e  n o t  o n l y  w o u l d  t h e  p r i c e  of l a b o u r  r i s e  to t h e
p r i c e  of c o r n  (as S m i t h  h a d  a r g u e d ) ,  b u t  t h e  c u l t i v a t i o n  
of p o o r e r  l a n d s  w o u l d  n o t  p a y  a " p r o f i t a b l e  r e t u r n ” .

It w a s  a l s o  s e e n  in c h a p t e r  7 a b o v e  t h a t ,  in t h e
1 8 0 7  e d i t i o n  of h i s  b o o k ,  M a l t h u s  h a d  c h a n g e d  h i s  v i e w  o n  
t h e  e f f e c t  of t h e  d e m a n d  f o r  c o r n  o n  c u l t i v a t i o n ,  a n d  h a d  
c o m e  to t h i n k  t h a t  a n  i n c r e a s e d  d e m a n d  a n d  p r i c e  d o e s  
s u c c e e d  in r a i s i n g  m o r e  c o r n .  In f a c t ,  a s  R i c a r d o

1 O n e  m u s t  u n d e r s t a n d  t h e  i n c r e a s e  of " s u p p l y ” h e r e  to 
m e a n  (or a t  l e a s t  to i n c l u d e )  a n  i n c r e a s e  of d o m e s t i c  
p r o d u c t  i o n  ( a p a r t  f r o m  i m p o r t a t i o n ) ,  f o r  t h i s  is c l e a r l y  
w h a t  is i n v o l v e d  in M a l t h u s ’ s a r g u m e n t  o n  t h e  P o o r  L a w s ,  
to w h i c h  R i c a r d o  r e f e r s .
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r e m e m b e r e d  in c o n n e c t i o n  w i t h  h i s  c r i t i q u e  of M a l t h u s ' s  
a r g u i n g  as  if t h e  P o o r  L a w s  i n c r e a s e d  t h e  d e m a n d  b u t  n o t  
t h e  s u p p l y  of f o o d ,  M a l t h u s  h a d  t o l d  h i m  t h a t  he  " h a d  
a l t e r e d  it in t h e  f o l l o w i n g  e d i t i o n s " .

It is l i k e l y  t h a t  Mai t h u s ' s  r e p l y  to R i c a r d o ’ s 
c o m m e n t  w o u l d  n o t  h a v e  b e e n  m e r e l y  s a y i n g  t h a t  h e  h a d  
a l t e r e d  h i s  p o s i t i o n .  A n  i m p o r t a n t  d i s c u s s i o n  p r o b a b l y  
f o l l o w e d  R i c a r d o ’ s c r i t i q u e ,  f o r  h e  w o u l d  n o t  h a v e  
r e c o l l e c t e d  t h i s  q u e s t i o n  - in t h e  a c c o u n t  of h i s  
c o n n e c t i o n  w i t h  t h e  E s s a y  on P o p u l a t i o n , in w h i c h  t h e  
p a s s a g e  a p p e a r s  ( V I 1 , 2 - 3 )  - if t h e  d i s c u s s i o n  a b o u t  it
h a d  b e e n  of n o  c o n s e q u e n c e .

M a l t h u s  w o u l d  n a t u r a l l y  h a v e  r e j e c t e d  t h e  s u g g e s t i o n  
of i n c o n s i s t e n c y ,  a n d  w o u l d  p r o b a b l y  h a v e  e x p l a i n e d  t h e  
p o s i t i o n  u n d e r l y i n g  h i s  a r g u m e n t  o n  P o o r  L a w s ,  in t h e  
e a r l y  e d i t i o n s  of t h e  E s s a y  on P o p u l a t i o n .

L e t  us s u p p o s e ,  fo r  a m o m e n t ,  t h a t  he d i d  so. T h e n ,
R i c a r d o  w o u l d  h a v e  b e e n  i n c l i n e d  to c o n c l u d e  t h a t  - if a n
i n c r e a s e d  d e m a n d  m u s t  n e c e s s a r i l y  b r i n g  a b o u t  a n
i n c r e a s e d  p r o d u c t i o n ,  o b t a i n a b l e  o n l y  f r o m  p o o r e r  l a n d s  -
t h e  l o w e r  p r o f i t s  to be m a d e  o n  t h e s e  l a n d s  w i l l  n o t
i m p e d e  t h e i r  c u l t i v a t i o n ,  t h a t  is, s u c h  l a n d s  w i l l  b e
c u l t i v a t e d ,  p a y i n g  l o w e r  p r o f i t s .  H e  w o u l d  h a v e  b e e n
i n c l i n e d  to t h i s  c o n c l u s i o n  b e c a u s e  he t h o u g h t ,  a t  t h a t
t i m e ,  t h a t  f o l l o w i n g  a n  i n c r e a s e  in t h e  m o n e y  p r i c e  of
c o r n  t h e  r a t e  of w a g e s  m u s t  e v e n t u a l l y  b e  r e s t o r e d  t o  t h e
s a m e  l e v e l  in t e r m s  of c o r n .  U n l i k e  M a l t h u s ,  he  d i d  n o t
y e t  d e p a r t  f r o m  S m i t h  o n  t h e  q u e s t i o n  of t h e  ex t e n t  of
t h e  e f f e c t  of t h e  m o n e y  p r i c e  of c o r n  o n  t h e  m o n e y  p r i c e

«

of l a b o u r  - a l t h o u g h  he h a d  p r o b a b l y  a c c e p t e d  H o r n e r ’ s 
p o i n t  t h a t  S m i t h  h a d  o v e r l o o k e d  t h e  i n t e r v a 1 f o r  t h e
c o m p l e t i o n  of t h i s  e f f e c t .  As he p u t  it in a l e t t e r  to 
M a l t h u s ,  a s  l a t e  a s  J u n e  1 8 1 4 :
" [ t h e  p r i c e  of p r o v i s i o n s ]  is a f t e r  a l l ,  w h a t e v e r  
i n t e r v a l s  w e  m a y  b e  w i l l i n g  to a l l o w ,  t h e  g r e a t  r e g u l a t o r  
of t h e  w a g e s  of l a b o u r "  ( V I , 108)

As s e e n  in c h a p t e r  7 a b o v e ,  M a l t h u s  h a d  d e v i a t e d  
f r o m  t h e  l i n e  of r e a s o n i n g  l e a d i n g  to t h e  c o n c l u s i o n  t h a t



c u l t i v a t i o n  w i l l  b e  e x t e n d e d  to p o o r e r  l a n d s  w h i c h  w i l l
p a y  l o w e r  p r o f i t s ,  b y  c o m i n g  to t h i n k  t h a t  t h e  w a g e  r a t e  
m u s t  e v e n t u a l l y  b e  r e s t o r e d  to a l o w e r  level in t e r m s  of 
c o r n .  If t h i s  w e r e  so, t h e  e x t e n s i o n  of c u l t i v a t i o n  w o u l d  
n o t  e n t a i l  d i m i n i s h e d  p r o f i t s .

O u r  s u p p o s i t i o n  t h a t  M a l t h u s  e x p l a i n e d  to R i c a r d o
h i s  e a r l y  p o s i t i o n  o n  t h e  e x t e n s i o n  of c u l t i v a t i o n  to 
p o o r e r  l a n d s  is of c o u r s e  a c o n j e c t u r e ,  p l a u s i b l e  t h o u g h  
it m a y  be. T h e  a v a i l a b l e  e v i d e n c e  d o e s  n o t  p e r m i t  
r e c o n s t r u c t i o n  of t h e  e a r l y  d i s c u s s i o n  b e t w e e n  R i c a r d o
a n d  M a l t h u s  o n  t h e  e f f e c t  of t h e  d e m a n d  f o r  f o o d  on  
c u l t i v a t i o n ,  in c o n n e c t i o n  w i t h  t h e  c o m m e n t  w h i c h  R i c a r d o  
r e m e m b e r e d  h a v i n g  m a d e .  M o r e o v e r ,  t h e r e  is n o  m e a n s  of
a s c e r t a i n i n g  t h a t  t h i s  c o m m e n t  w a s  a c t u a l l y  d e l i v e r e d  b y
R i c a r d o  b e f o r e  he a r r i v e d  a t  h i s  t h e o r y  of p r o f i t s .

I r r e s p e c t i v e  of s u c h  s p e c u l a t i o n ,  R i c a r d o ’ s c o m m e n t
m a y  s e r v e  h e r e  to i l l u s t r a t e  h o w  a t t e n t i v e  h i s  r e a d i n g  of 
t h e  e c o n o m i c  a r g u m e n t s  in t h e  E s s a y  on  P o p u l a t i o n  h a d  
b e e n ;  a n d  a l s o  h o w  i n e v i t a b l e  it w a s  t h a t  he w o u l d  c o m e  
to d i s c u s s  s u c h  a r g u m e n t s  w i t h  M a l t h u s .

8 . 1 . 2 .  I n c r e a s e d  d e m a n d  f o r  c o r n  as a r e s u l t  of n e w  
r e s t r i c t i o n s  o n  i m p o r t a t i o n

A n o t h e r  l i k e l y  s t a r t  of a r e l e v a n t  d i s c u s s i o n  - 
w h i c h  m i g h t  h a v e  b r o u g h t  R i c a r d o  to a f r e s h  r e f l e c t i o n  o n  
t h e  e c o n o m i c s  of f o o d  p r o d u c t i o n  in t h e  E s s a y  o n  
P o p u 1 a t  i o n  - w a s  p o i n t e d  o u t  b y  T u c k e r  ( 1 9 5 4 , p . 3 3 0 ) ,  
a l t h o u g h  n o t  as s u c h ,  b u t  a s  s o m e t h i n g  w h i c h  " m a y  h a v e  
led R i c a r d o  to c o n s i d e r  t h e  c a u s e s  of c h a n g e s  in t h e  r a t e  
of p r o f i t "  ( T u c k e r  s e e s  n o  c o n n e c t i o n  b e t w e e n  R i c a r d o ’ s 
t h o u g h t  o n  p r o f i t s  a n d  M a l t h u s ’ s e c o n o m i c s  of f o o d  
p r o d u c t i o n  or t h e  E s s a y  o n  P o p u l a t i o n ). T u c k e r  p o i n t e d  
o u t  t h e  f a c t  t h a t ,  in J u n e  1 8 1 3 ,  " M a l t h u s  w a s  t h i n k i n g  
a b o u t  t h e  e f f e c t s  of r e s t r i c t i o n s  o n  t h e  i m p o r t a t i o n  of 
c o r n " ,  w h i c h  " s o m e w h a t  i n c r e a s e s  t h e  p r o b a b i l i t y  t h a t  
R i c a r d o  w a s  a l s o  d o i n g  so". T u c k e r  p u b l i s h e s  a t  t h e  e n d  
of h i s  a r t i c l e  a l e t t e r  f r o m  M a l t h u s  to H o r n e r ,  d a t e d  16



J u n e  1 8 1 3 .  T h e  l e t t e r  s h o w s  t h a t  H o r n e r  h a d  s e n t  to 
M a l t h u s  a c o p y  of t h e  r e c e n t  P a r l i a m e n t a r y  R e p o r t  o n  t h e  
c o r n  t r a d e d  w h i c h  M a l t h u s  s a y s  he h a d  j u s t  " l o o k e d  o v e r " .

T h e  l e t t e r  s h o w s ,  t oo, t h a t  H o r n e r  h a d  t r a n s m i t t e d  
to M a l t h u s  s o m e  c o m m e n t s  a b o u t  t h e  e f f e c t s  of t h e  
e s s e n t i a l  m e a s u r e  p r o p o s e d  in t h e  R e p o r t ,  viz. a
p r o h i b i t i v e  d u t y  o n  t h e  i m p o r t a t i o n  of c o r n ,  u n l e s s  t h e  
m a r k e t  p r i c e  r o s e  a b o v e  a c e r t a i n  h i g h  le v e l .  M a l t h u s ’ s 
r e p l y  ( a n d  p r e s u m a b l y  H o r n e r ’ s c o m m e n t s )  t o u c h e s  o n  t h e  
o l d  q u e s t i o n s ,  n a m e l y :  t h e  e f f e c t  of t h e  d e m a n d  fo r  c o r n
o n  c u l t i v a t i o n ;  d i f f e r e n t i a l  r e t u r n s  f r o m  l a n d s  of
d i f f e r e n t  q u a l i t i e s ;  a n d  t h e  e f f e c t  of t h e  p r i c e  of c o r n  
o n  t h e  p r i c e s  of l a b o u r  a n d  of all o t h e r  h o m e - m a d e  
c o m m o d i t i e s .  In f a c t ,  M a l t h u s  w r i t e s :
"I c a n n o t  h o w e v e r  a g r e e  w i t h  y o u  in t h e  o p i n i o n  y o u  s e e m  
to  h o l d ,  t h a t  r e s t r i c t i o n s  u p o n  i m p o r t a t i o n  h a v e  n o  
t e n d e n c y  to e n c o u r a g e  t h e  g r o w t h  of a n  i n d e p e n d e n t  s u p p l y  
of c o r n .  ... I c a n n o t ,  w i t h o u t  v i o l a t i n g  w h a t  a p p e a r  to 
m e  to b e  s o m e  of t h e  m o s t  f u n d a m e n t a l  p r i n c i p l e s  of 
P o l i t i c a l  E c o n o m y ,  b e l i e v e ,  t h a t  a n  i n c r e a s e  in t h e  
r e l a t i v e  d e m a n d  f o r  h o m e  c o r n  w i l l  n o t  p r o d u c e  a n  
i n c r e a s e  in t h e  r e l a t i v e  s u p p l y .  ... If E u r o p e  w e r e  l i k e  
o n e  l a r g e  n a t i o n  w i t h  r e g a r d  to i m p o r t a t i o n  a n d
e x p o r t a t i o n ,  its c u l t i v a t i o n  w o u l d  p r o c e e d  l i k e  t h e
c u l t i v a t i o n  of a l a r g e  n a t i o n ;  a n d  it c o u l d  n e v e r  a n s w e r  
to  b r i n g  i n d  i f f e r e n t  l a n d  u n d e r  t i l l a g e  in o n e  d i s t r i c t ,  
t i l l  t h e  g o o d  l a n d s  in o t h e r  d i s t r i c t s ,  f r o m  w h i c h  t h e r e  
w a s  a n  e a s y  c o m m u n i c a t i o n ,  w e r e  f i r s t  c u l t i v a t e d .  ... I 
d o n ’ t q u i t e  a g r e e  w i t h  y o u  a b o u t  t h e  i n t e r e s t  of t h e  
l a n d l o r d s .  H i g h  n o m i n a l  p r i c e s  of c o r n  a p p e a r  to m e  to b e  
a d v a n t a g e o u s  a s  it g i v e s  t h e m  a g r e a t e r  c o m m a n d  of all 
t h o s e  c o m m o d i t i e s  t h e  m a t e r i a l s  of w h i c h  a r e  f o r e i g n . "  
( l o c . c i t . , p . 3 3 2 - 3 )

1 R e p o r  t f r o m  t h e  S e l e c t  C o m m i t t e e  A p p o i n t e d  to E n q u i r e  
i n t o  t h e  C o r n  T r a d e  of t h e  U n i t e d  K i n g d o m  - O r d e r e d ,  b y  
t h e  H o u s e  of C o m m o n s ,  to be p r i n t e d ,  M a y  1 1 , 1 8 1 3
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8 . 1 . 3 .  C o n e  1 us  i o n

B o t h  p o s s i b i l i t i e s  f o r  t r i g g e r i n g  a r e l e v a n t  
d i s c u s s i o n  b e t w e e n  R i c a r d o  a n d  M a l t h u s  o n  t h e  e f f e c t s  of 
t h e  d e m a n d  fo r  c o r n  o n  c u l t i v a t i o n  - l e a d i n g  to t h e  
e m e r g e n c e  of R i c a r d o ’ s t h e o r y  of p r o f i t s  - a r e  p l a u s i b l e ,  
a n d  t h e y  a r e  n o t  m u t u a l l y  e x c l u s i v e ;  b u t  t h e  e v i d e n c e  is 
t o o  s c a n t y  to c o n f i r m  e i t h e r  o n e  of t h e m .

H o w e v e r ,  t h e s e  p o s s i b i l i t i e s  e n h a n c e  t h e  l i k e l i h o o d
of s u c h  r e l e v a n t  d i s c u s s i o n  - n o t  n e c e s s a r i l y  a 
d i s c u s s i o n  c o n n e c t e d  w i t h  P o o r  L a w s  or C o r n  L a w s .

T o  j u d g e  f r o m  t h e i r  c o r r e s p o n d e n c e  - w h e r e  t h e y
h a r d l y  a g r e e  a b o u t  a n y t h i n g ,  w i t h o u t  a d d u c i n g
q u a l i f i c a t i o n s ,  a n d  w h e r e  t h e  d i s c u s s i o n  is n e v e r
c o n c l u s i v e  b e c a u s e  it c o n t i n u o u s l y  t u r n s  to r e l a t e d  
i s s u e s  - o n e  m a y  p r e s u m e  t h a t  t h e i r  e a r l y  d i s c u s s i o n
w o u l d  e v e n t u a l l y  h a v e  i n v o l v e d  M a l t h u s ’ s t h o u g h t  o n  t h e
c o n d i t i o n s  of i n c r e a s e  of f o o d  p r o d u c t i o n .

8 . 2 .  D e r i v a t i o n  of t h e  n e w  t h e o r y

□ n e e  d r i v e n  i n t o  a r e c o n s i d e r a t i o n  of M a l t h u s ’ s
a r g u m e n t s  c o n c e r n i n g  t h e  e x p a n s i o n  of f o o d  p r o d u c t i o n ,
u n d e r  t h e  s t i m u l u s  of a d i s c u s s i o n  r e g a r d i n g  s o m e
q u e s t i o n  t h a t  s o m e h o w  i n v o l v e d  s u c h  a r g u m e n t s  - if
R i c a r d o  m a y  b e  s u p p o s e d  to h a v e  b e e n  so d r i v e n  a t  t h a t
t i m e  - t h e n  it is e a s y  to u n d e r s t a n d  h o w  he m i g h t  h a v e
a r r i v e d  a t  t h e  n e w  t h e o r y  of p r o f i t s .  T h i s  s e c t i o n
e x a m i n e s  h o w  a k n o w n  " o u t p u t ” - R i c a r d o ’ s e a r l y  t h e o r y  of 
p r o f i t s  - w o u l d  h a v e  b e e n  d e r i v e d  f r o m  k n o w n  " i n p u t s " ,
n a m e l y  M a l t h u s ’ s e a r l y  e c o n o m i c s  of f o o d  p r o d u c t i o n  p l u s
H o r n e r ’ s a r g u m e n t  a b o u t  t h e  e f f e c t  of t h e  d e m a n d  f o r  f o o d
o n  c u l t i v a t i o n .

S u c h  a r e  t h e  i m m e d  i a t e  i n p u t s ,  w h i c h  h a d  b e e n
p r o j e c t e d  b y  M a l t h u s  a n d  H o r n e r  f r o m  a c o m m o n  S m i t h i a n  
b a c k g r o u n d ,  a n d  w h i c h  h a d  b e e n  a b s o r b e d  b y  R i c a r d o
a g a i n s t  t h e  s a m e  b a c k g r o u n d .  In f a c t ,  n e i t h e r  M a l t h u s ’ s
n o r  H o r n e r ’ s e c o n o m i c  a r g u m e n t s  m a k e  s e n s e  e x c e p t  in t h e
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c o n t e x t  of S m i t h ’ s t h e o r e t i c a l  f r a m e w o r k .  T h i s  is
t h e r e f o r e  t h e  b a s i c  i n p u t  i n t o  t h e  " p r o d u c t i o n "  of
R i c a r d o ’ s t h e o r y  of p r o f i t s .  N e v e r t h e l e s s ,  it is a v e r y  
d i f f u s e  i n p u t ,  w h e r e a s  M a l t h u s ’ s a n d  H o r n e r ’ s e c o n o m i c  
a r g u m e n t s ,  h a v i n g  b e e n  d e r i v e d  f r o m  it, c o n c e n t r a t e ,  as 
it w e r e ,  S m i t h i a n  e l e m e n t s  t o g e t h e r  w i t h  t h e i r  o w n
a d d i t i o n s  or a l t e r a t i o n s  i n t o  m a t e r i a l s  c a p a b l e  of
y i e l d i n g  i m m e d i a t e l y  R i c a r d o ’ s e a r l y  t h e o r y  of p r o f i t s .

8 . 2 . 1 .  C o m p o n e n t s  of t h e  n e w  t h e o r y  a n d  t h e i r  s o u r c e s

K n o w l e d g e  of t h e  " o u t p u t "  - a s  it a p p e a r s  in 
R i c a r d o ’ s E s s a y  on  P r o f i t s  - e n a b l e s  o n e  to s p e c i f y  s o m e
r e l e v a n t  i n g r e d i e n t s  t h a t  c a n  be  c o l l e c t e d  f r o m  o n e  or 
m o r e  of t h e  n a m e d  s o u r c e s :
1. c o r n  s u p p o s e d  to be " t h e  f o o d  of t h e  c o m m o n  p e o p l e " ,  
o r " t h e  s u b s i s t e n c e  of t h e  l a b o u r e r " ;
2. w a g e s  of t h e  l a b o u r e r  s u p p o s e d  to b e  e x p e n d e d  o n  b r e a d  
f o r  h i m  a n d  h i s  f a m i l y ;
3. p r i n c i p l e  of p o p u l a t i o n ,  a c c o r d i n g  to w h i c h  t h e  r a t e  
of g r o w t h  of t h e  l a b o u r i n g  p o p u l a t i o n  is r e g u l a t e d  b y  t h e  
r a t e  of w a g e s  in t e r m s  of f o o d ;
4. w a g e - p o p u 1 a t i o n  m e c h a n i s m ,  d e t e r m i n i n g  t h e  l o n g - r u n  
e q u i l i b r i u m  r a t e  of w a g e s  (in t e r m s  of f o o d )  a s  t h a t  r a t e  
w h i c h  b r i n g s  t h e  r a t e  of g r o w t h  of t h e  s u p p l y  of 
l a b o u r e r s  i n t o  e q u a l i t y  w i t h  a g i v e n  r a t e  of g r o w t h  of 
t h e  d e m a n d  f o r  l a b o u r e r s ;
5. t h e  m o n e y  w a g e  r a t e  is in t h e  l o n g  r u n  r e g u l a t e d  b y  
t h e  r a t e  of w a g e s  in t e r m s  of c o r n  a n d  b y  t h e  m o n e y  p r i c e  
of c o r n ;  t h e r e f o r e ,  t h e  f o r m e r  of t h e s e  f a c t o r s  r e m a i n i n g  
c o n s t a n t ,  it is r e g u l a t e d  b y  t h e  l a t t e r ;
6. c o n c e p t  of s u r p l u s  p r o d u c e  in t h e  p r o d u c t i o n  of c o r n ,  
i.e. t h e  r e p r o d u c t i o n  of a n  e x c e s s  q u a n t i t y  of c o r n  o v e r  
w h a t  is c o n s u m e d  b y  t h e  l a b o u r e r s  e m p l o y e d  ( d u r i n g  a 
c y c l e  of p r o d u c t i o n ,  s a y  o n e  y e a r ) ;
7. d i f f e r e n t i a l  n u m b e r  of l a b o u r e r s  p e r  u n i t  of p r o d u c t ,  
o n  l a n d s  of d i f f e r e n t  q u a l i t i e s  in r e s p e c t  to soil 
f e r t i l i t y  a n d  d i s t a n c e  f r o m  t h e  m a r k e t ;



8. c a p i t a l  c o n c e i v e d  as w a g e s  a d v a n c e d  or ( f r o m  2) as  a n  
e q u i v a l e n t  q u a n t i t y  of c o r n ;
9. u n i f o r m  r a t e s  of p r o f i t  o n  all e m p l o y m e n t s  of c a p i t a l ;
10. c o n c e p t  of r e n t  of l a n d  as  t h e  r e s i d u a l  p a r t  of t h e  
s u r p l u s  p r o d u c e  a f t e r  p a y m e n t  of p r o f i t s  a t  t h e  g e n e r a l  
rate;
11. d i f f e r e n t i a l  r e n t ,  as  a r e l a t i v e  s h a r e  of t h e
p r o d u c e ,  b e t w e e n  l a n d s  of d i f f e r e n t  q u a l i t i e s ;
12. i d e n t i f i c a t i o n  of " a g r i c u l t u r e "  w i t h  t h e  p r o d u c t i o n  
of " f o o d "  or " c o r n "  ( i n t e r c h a n g e a b l e  t e r m s ) ;
13. i n c r e a s e d  n u m b e r  of l a b o u r e r s  p e r  u n i t  of p r o d u c t  o n
t h e  e x t e n s i o n  of c u l t i v a t i o n  to l e s s  f e r t i l e  or  m o r e
d i s t a n t  1 a n d s ;
14. i n c r e a s e d  " d i f f i c u l t y "  of p r o d u c i n g  f o o d  f o r  t h e
a d d i t i o n a l  n u m b e r  of l a b o u r e r s  ( p o p u l a t i o n )  d e m a n d e d  b y
a n  i n c r e a s e d  c a p i t a l ;
15. a d j u s t m e n t  of t h e  p r o d u c t i o n  of f o o d  to a n  i n c r e a s i n g  
p o p u l a t i o n ,  t h i s  a d j u s t m e n t  b e i n g  s t i m u l a t e d  b y  t e m p o r a r y  
f a l l s  in t h e  p r i c e  of l a b o u r  in r e l a t i o n  t o  t h e  p r i c e  of 
f o o d ;
16. n e c e s s a r y  a d j u s t m e n t  of t h e  p r o d u c t i o n  of c o r n  to
i n c r e a s e s  in d e m a n d ,  t h i s  a d j u s t m e n t  b e i n g  s t i m u l a t e d  b y  
g r e a t e r  p r o f i t s  r e s u l t i n g  f r o m  t e m p o r a r y  r i s e s  in t h e  
p r i c e  of c o r n  in r e l a t i o n  to t h e  p r i c e  of l a b o u r .

T h e s e  i d e a s  m a y  b e  c l a s s i f i e d  i n t o  t h r e e  g r o u p s
a c c o r d i n g  to t h e i r  s o u r c e s  f r o m  R i c a r d o ’ s p o i n t  of v i e w :
(a) i d e a s  w h i c h  a r e  f o u n d  in b o t h  S m i t h ’ s a n d  M a i  t h u s ' s
a r g u m e n t s ,  n a m e l y  t h o s e  u n d e r  n u m b e r s  1 to 11 (of w h i c h  4
a n d  5 a r e  c l e a r l y  r e i t e r a t e d  in H o r n e r ’ s a r t i c l e ) ;
(b) i d e a s  t h a t  a r e  f o u n d  in M a l t h u s ’ s a n a l y s i s ,  b u t  n o t  
in S m i t h ’ s (at l e a s t  e x p l i c i t l y ) ,  n a m e l y  12 to 15;
(c) 16, a p o s i t i o n  w h i c h  is f o r m u l a t e d  in H o r n e r ’ s 
a r t i c l e .

In t h e  c a s e  of t h e  f i r s t  of t h e s e  g r o u p s ,  R i c a r d o ’ s 
r e a d i n g  of t h e  E s s a y  o n  P o p u l a t i o n  m a y  b e  s u p p o s e d  to 
h a v e  p r o d u c e d  a f i x a t i o n  in h i s  m i n d  of n o t i o n s  t h a t  h a d  
b e e n  v a g u e l y  f l o a t i n g  in it s i n c e  he  h a d  r e a d  t h e  W e a l t h  
o f______ N a t i o n s . S u c h  i d e a s  a p p e a r  s c a t t e r e d  t h r o u g h o u t



S m i t h ’ s b o o k ,  b u t  a r e  f o u n d  t o g e t h e r ,  c o n n e c t e d  a s  p a r t s  
of a s i n g l e  t h e o r e t i c a l  a r g u m e n t , a s  c o m p o n e n t s  of h i s  
t h e o r y  of r e n t  (as d e s c r i b e d  in c h a p t e r  3 a b o v e ) .

H o w e v e r ,  S m i t h ’ s a r g u m e n t  o n  r e n t  h a d  g i v e n  l i t t l e  
a t t e n t i o n  to h e t e r o g e n e i t y  of l a n d s ,  a n d  e v e n  t h e n  w a s  
c o n f i n e d  to s t a t i c  d i f f e r e n t i a l  r e t u r n s  - s i n c e  its 
o b j e c t  w a s  to e x p l a i n  t h e  d e t e r m i n a t i o n  of e q u i l i b r i u m  or 
" n a t u r a l "  l e v e l s  of r e n t .  O n  t h e  o t h e r  h a n d ,  M a l t h u s ’ s 
o b j e c t  w a s  to e x p l a i n  t h e  c h e c k s  o p p o s e d  t o  t h e
m u l t i p l i c a t i o n  of p e o p l e  b y  t h e  a v a i l a b i l i t y  of f o o d ,  a n d  
t h e r e f o r e  to e x a m i n e  t h e  p o s s i b i l i t i e s  a n d  o b s t a c l e s  to 
t h e  g r o w t h  of f o o d  p r o d u c t i o n :  h e n c e  t h e  p r o m i n e n t  p l a c e
of h e t e r o g e n e i t y  of la n d s ,  a n d  t h e  f o r m u l a t i o n  of d y n a m  i c 
d i m i n i s h i n g  r e t u r n s .  T h i s  M a l t h u s i a n  v e r s i o n  of
d i m i n i s h i n g  r e t u r n s  is e c h o e d  v e r y  c l e a r l y  in a l e t t e r  
f r o m  R i c a r d o  to M a l t h u s  of 16 S ep. 1 8 1 4 ,  w h e r e  he  r e f e r s  
to " t h e  i n c r e a s i n g  d i f f i c u l t y  of m a k i n g  c o n s t a n t  
a d d i t i o n s  to t h e  f o o d  of t h e  c o u n t r y "  ( V I , 1 3 4 ) .

A l s o ,  it s e e m s  s u p e r f l u o u s  to l o o k  to a n y  o t h e r  
s o u r c e  t h a n  t h e  E s s a y  o n  P o p u l a t i o n  - R i c a r d o ’ s s e c o n d  
m o s t  i m p o r t a n t  r e a d i n g  in P o l i t i c a l  E c o n o m y ,  a c c o r d i n g  to 
h i s  o w n  j u d g e m e n t  - f o r  t h e  c o n n e c t  i o n  b e t w e e n  " t h e  
i n c r e a s i n g  d i f f i c u l t y  of m a k i n g  c o n s t a n t  a d d i t i o n s  to t h e  
f o o d  of t h e  c o u n t r y ” a n d  t h e  p r o c e s s  of c a p i t a l
a c c u m u l a t i o n ,  w h i c h  d e m a n d s  an. i n c r e a s i n g  s u p p l y  of
l a b o u r e r s .  T h i s  c o n n e c t i o n  is e c h o e d  b y  R i c a r d o  in a 
l e t t e r  to M a l t h u s  of 18 D e c .  1 8 1 4 ,  w h e r e  h e  s a y s  t h a t  
" e v e r y  a c c u m u l a t i o n  Cof c a p i t a l ]  is a t t e n d e d  w i t h  
i n c r e a s e d  d i f f i c u l t y  in o b t a i n i n g  f o o d ” ( V I , 1 6 2 ) .  In t h e
P r i n c i p l e s , R i c a r d o  c r i t i c i z e s  S m i t h  f o r  n e v e r  " a d v e r t i n g  
to t h e  i n c r e a s i n g  d i f f i c u l t y  of p r o v i d i n g  f o o d  f o r  t h e  
a d d i t i o n a l  n u m b e r s  of l a b o u r e r s  w h i c h  t h e  a d d i t i o n a l  
c a p i t a l  w i l l  e m p l o y "  ( 1 , 2 8 9 ) .

H o r n e r ’ s b e l i e f  in t h e  p o w e r  of a n  i n c r e a s e d  d e m a n d
a n d  p r i c e  to r a i s e  m o r e  c o r n  h a d  b e e n  s a n c t i o n e d  - n o t
o n l y  b y  t h e  r e c e n t  e x p e r i e n c e  b e f o r e  1 8 0 4 ,  w h i c h  he 
m e n t i o n e d  in h i s  a r t i c l e  of Oct. 1 8 0 4  - b u t  a l s o  b y  t h e  
e x p e r i e n c e  f r o m  1 8 0 5  to 1 8 1 2  or 1 8 1 3 .  B o t h  M a l t h u s  a n d
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R i c a r d o  r e f e r  to t h i s  r e c e n t  e x p e r i e n c e  a s  e v i d e n c e  of 
t h e  p o w e r  of p r i c e  in i n c r e a s i n g  t h e  s u p p l y  of f o o d :
" F r o m  1 8 0 5  ... t h e  p r i c e  of g r a i n  h a d  r i s e n  s o  h i g h  [ b y
1 8 1 3 ] ,  a n d  h a d  g i v e n  s u c h  a s t i m u l u s  to o u r  a g r i c u l t u r e ,  
t h a t  ... w e  h a d  b e e n  r a p i d l y  a p p r o a c h i n g  to t h e  g r o w t h  of 
a n  i n d e p e n d e n t  s u p p l y ” ( M a 1 t h u s , 1 8 1 4 , p . 1 0 0 - 1 )
" a f t e r  t h e  e x p e r i e n c e  w h i c h  w e  h a v e  h a d  of t h e  p o w e r  of 
h i g h  p r i c e s  [of c o r n ]  to p r o c u r e  a s u p p l y ” ; " w e  al l  k n o w  
t h e  p r o d i g i o u s  e f f e c t s  of a h i g h  p r i c e  in p r o c u r i n g  a 
s u p p l y ” (R i c a r d o , 1 8 1 5 , p . 3 1 , 2 9 )
H o r n e r  h a d  o f f e r e d  a t h e o r y  of t h e s e  " e f f e c t s  of a h i g h
p r i c e  in p r o c u r i n g  a s u p p l y ” - a s  a " c o r r e c t i o n ” of
S m i t h ’ s a n a l y s i s .

All t h o s e  l i s t e d  i n g r e d i e n t s  h a d  e n t e r e d  R i c a r d o ’ s 
m i n d  m a n y  y e a r s  b e f o r e  1 8 1 2  or 1 8 1 3 .  H e  h a d  m e t  s o m e  of 
t h e m  i n d i v i d u a l l y ,  in u n c o n n e c t e d  c o n t e x t s ;  he h a d  m e t  
m o s t  of t h e m  c o n n e c t e d  t o g e t h e r  a s  c o m p o n e n t s  of S m i t h ’ s 
t h e o r y  of r e n t ;  he h a d  m e t  al l  of t h e m ,  e x c e p t  t h e  last, 
a s c o m p o n e n t s  of M a l t h u s ’ s e c o n o m i c s  of f o o d  p r o d u c t i o n ,  
in t h e  E s s a y  o n  P o p u l a t i o n  ( 1 8 0 3  e d i t i o n ) ;  a n d ,  l a s t  b u t  
n o t  l e a s t ,  h e  h a d  r e a d  w i t h  a d m i r a t i o n  H o r n e r ’ s a r t i c l e  
in t h e  E d i n b u r g h  R e v i e w  of Oct. 1 8 0 4 ,  w h i c h  c o n v e y e d  a 
c o n v i n c i n g  c r i t i q u e  of S m i t h ’ s a n a l y s i s  of t h e  e f f e c t  o n  
c u l t i v a t i o n  of a n  i n c r e a s e d  d e m a n d  f o r  c o r n  r e s u l t i n g  
f r o m  a b o u n t y  o n  e x p o r t a t i o n .  H e  m a y  h a v e  m e t  t h i s  l a s t  
p i e c e  a g a i n ,  in c o n v e r s a t i o n  w i t h  M a l t h u s ,  w h o  h a d  
a d o p t e d  H o r n e r ’ s p o s i t i o n .

8 . 2 . 2 .  T h e  f i n a l  c o m p o n e n t  a n d  its s o u r c e

E v e n  b e f o r e  m e e t i n g  M a l t h u s  ( m i d - 1 8 1 1 ) ,  t h e  i d e a s  
l i s t e d  in t h e  p r e v i o u s  s e c t i o n  m u s t  h a v e  b e e n  s t o r e d  a t  
t h e  b a c k  of R i c a r d o ’ s m i n d ,  r e a d y  f o r  c o l l e c t i o n  a n d  
c o a l e s c e n c e .  H o w e v e r ,  t h e r e  is a n  e s s e n t i a l  i n g r e d i e n t  
w h i c h  is n o t  in t h a t  l i s t  - it is n o t  in t h e  W e a l t h  of 
N a t  i o n s . or in t h e  1 8 0 3  E s s a y  o n  P o p u l a t i o n , or in
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H o r n e r ’ s a r t i c l e  - b u t  is l o g i c a l l y  n e c e s s a r y  f o r  t h e  
c o n v e r s i o n  of t h a t  l i s t  i n t o  R i c a r d o ’ s e a r l y  t h e o r y  of 
p r o f i t s .  T h i s  is t h e  n o t i o n  t h a t  s u c c e s s i v e  m a r g i n a l  
l a n d s  p a y  n o  r e n t .  As M a l t h u s  s t a t e s  in h i s  1 8 1 5  I n q u i r y  
i n t o  R e n t :
” 1 c a n n o t ,  h o w e v e r ,  a g r e e  w i t h  h i m  [ S m i t h ]  in t h i n k i n g  
t h a t  a l l  l a n d  w h i c h  y i e l d s  f o o d  m u s t  n e c e s s a r i l y  y i e l d
r e n t .  T h e  l a n d  w h i c h  is s u c c e s s i v e l y  t a k e n  i n t o
c u l t i v a t i o n  in i m p r o v i n g  c o u n t r i e s ,  m a y  o n l y  p a y  p r o f i t s  
a n d  l a b o u r .  A f a i r  p r o f i t  o n  t h e  s t o c k  e m p l o y e d ,
i n c l u d i n g ,  of c o u r s e ,  t h e  p a y m e n t  of l a b o u r ,  w i l l  a l w a y s  
b e  a s u f f i c i e n t  i n d u c e m e n t  to c u l t i v a t e . ” ( p . H 6 , n . )

T h a t  t h e  l a n d l o r d  of t h e  m a r g i n a l  l a n d  w i l l  n o t  b e  
a b l e  to e x a c t  a r e n t ,  b e c a u s e  t h e  w h o l e  a v a i l a b l e  l a n d  is 
( s u p p o s e d  to be) a b u n d a n t ,  t h o u g h  of g r a d u a l l y  d i f f e r e n t  
q u a l i t i e s  - so  t h a t  t h e r e  is a l w a y s  r e d u n d a n t  l a n d  of t h e  
s a m e  or s i m i l a r  q u a l i t y  as t h a t  of t h e  m a r g i n a l  l a n d  - 
s e e m s  to b e  i m p l i e d  in M a l t h u s ’ s a t t r i b u t i n g  r e n t  to a 
" p a r t i a l  m o n o p o l y ” , or a " c o m p a r a t i v e  s c a r c i t y  of t h e  
b e s t  l a n d s ” ( l o c . c i t . , p . H 8 - 9 ) .

M a l t h u s  b e l i e v e d  t h a t  R i c a r d o  h a d  f o l l o w e d  h i m  in 
a d o p t i n g  t h e  c o n c e p t  of a n o - r e n t  m a r g i n a l  l a n d
(V I I , 3 7 2 , 3 7 9 ) .  T h i s  c o n c e p t  w a s  a t t r i b u t e d  to M a l t h u s  b y  
R i c a r d o  h i m s e l f ,  in h i s  E s s a y  o n  P r o f i t s  ( I V , 3 7 - 8 ) .

Q u o t i n g  t h a t  p a s s a g e  of t h e  I n q u i r y  i n t o  R e n t ,
R i c a r d o  s a i d  t h a t  it w a s  a " d o c t r i n e ” w h i c h  M a l t h u s  h a d  
m a i n t a i n e d  in ” a l l ” h i s  p u b l i c a t i o n s  ( i b i d . , p .38 ) .  H e  m a y  
h a v e  i n c l u d e d  in t h i s  r e f e r e n c e  t h e  E s s a y  o n  P o p u l a t i o n , 
f o r  w h i c h  M a l t h u s  w a s  m o s t l y  k n o w n  to t h e  p u b l i c .

H o w e v e r ,  in t h e  1 8 0 3  E s s a y  o n  P o p u l a t i o n , t h e  n o t i o n  
of a n o - r e n t  l a n d  s e e m s  to a p p l y  o n l y  to a s i n g l e  s t a g e  
in t h e  e x t e n s i o n  of c u l t i v a t i o n  to s u c c e s s i v e l y  p o o r e r
l a n d s  - t h a t  is, w h e n  t h i s  e x t e n s i o n  is p u s h e d
s u f f i c i e n t l y  far, i n t o  l a n d  of s u c h  q u a l i t y  t h a t  its
s u r p l u s  p r o d u c e  is j u s t  s u f f i c i e n t  to p a y  a " f a i r ” p r o f i t
to t h e  f a r m e r ,  l e a v i n g  n o t h i n g  to  b e  p a i d  as r e n t .  T h i s  
s e e m s  to b e  t h e  o n  I y ’’i n s t a n c e  of t h e  c u l t i v a t i o n  of n e w  
l a n d s  [as f o o d  p r o d u c t i o n  i n c r e a s e s ] ,  w h i c h  w i l l  p a y  a
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p r o f i t  b u t  n o t  a r e n t ” (M a 1 t h u s , 1 8 0 3 , p . 6 7 2 ) .
R i c a r d o  m a y  h a v e  u n d e r s t o o d  t h i s  p o s s i b i l i t y  a s

a p p l y i n g  to a n y  " i n s t a n c e  of t h e  c u l t i v a t i o n  of n e w  
l a n d s ” , or to t h e  " l a n d  w h i c h  is s u c c e s s i v e l y  t a k e n  i n t o  
c u l t i v a t i o n ” - a s  M a l t h u s  e x p r e s s e s  it in h i s  I n q u i r y  
i n t o  R e n t , h a v i n g  s e e m i n g l y  r e a c h e d  a n e w  p o s i t i o n .

It s e e m s  m o r e  l i k e l y ,  h o w e v e r ,  t h a t  M a l t h u s ’ s n e w  
p o s i t i o n  - w h i c h  is a l r e a d y  i m p l i c i t  in hi s  O b s e r v a t i  o n s  
o n  t h e  C o r n  L a w s  of S p r i n g  1 8 1 4  - w a s  c o m m u n i c a t e d  to 
R i c a r d o  in c o n v e r s a t i o n  (or m i s s i n g  c o r r e s p o n d e n c e )
b e f o r e  A u g u s t  1 8 1 3 .  T h i s  w a s  a p e r i o d  ( a f t e r  m i d - 1 8 1 2 )  
w h e n  M a l t h u s  w a s  c o n c e r n e d  to p u b l i s h  h i s  n o t e s  o n  A d a m  
S m i t h  ( n o t  w i t h  m u c h  c o n s e q u e n c e  though)"^ T h e  n o t e s
c o n t a i n e d  h i s  n e w  i d e a s  a b o u t  r e n t ,  as he s a y s  in t h e
" a d v e r t i s e m e n t ” to h i s  I n q u i  ry______ i n t o ______R e n t
( M a 1 t h u s , 1 8 1 5 , p . 1 1 5 ) .  R i c a r d o  s e e m s  to h a v e  b e e n  f a m i l i a r  
w i t h  M a l t h u s ’ s p r o j e c t ,  to j u d g e  f r o m  a p a s s a g e  a t  t h e  
e n d  of h i s  l e t t e r  to M a l t h u s  of 2 5  F e b .  1813, w h i c h  s e e m s

pto r e f e r  to it ( V I , 8 9 ) .  T h i s  d o e s  n o t  p r o v e  t h a t  R i c a r d o  
w o u l d  h a v e  b e e n  f a m i l i a r  w i t h  t h e  c o n t e n t s  of s u c h  n o t e s ,  
b u t  it is l i k e l y  t h a t  M a l t h u s  w o u l d  h a v e  d i s c u s s e d  o n e  or 
o t h e r  p o i n t  w i t h  h im, p a r t i c u l a r l y  h i s  d i f f e r e n c e s  w i t h  
S m i  t h .

3 * 2 . 3 .  R e - c o m b i n a t i o n  of s u c h  e l e m e n t s

As  s o o n  as  R i c a r d o ’ s m i n d  h a d  a b s o r b e d  t h i s  l a s t  
e l e m e n t ,  in a d d i t i o n  to t h o s e  l i s t e d  in s e c t i o n  8 . 2 . 1  
a b o v e ,  it w o u l d  h a v e  b e e n  l o g i c a l l y  b o u n d  to a r r i v e  a t
t h e  n e w  t h e o r y  of p r o f i t s  - b e c a u s e  a f all in t h e  g e n e r a l  
r a t e  of p r o f i t s  is t h e  o n l y  m e a n s  of r e c o n c i l i n g  al l  t h e  
p r e v i o u s  e l e m e n t s  w i t h  t h e  c o n d i t i o n  t h a t  t h e  m a r g i n a l  
l a n d  p a y s  n o  r e n t .

1 S e e  J a m e s  ( 1 9 7 9 ) , p . 2 4 5 - 9
2 ” 1 c a n n o t  b e l i e v e  t h a t  y o u  g i v e  a c o r r e c t  a c c o u n t  of 
y o u r  h a b i t s  of a p p l i c a t i o n  ... w h e n  y o u  h a v e  o n c e  f a i r l y  
b e g u n  I e x p e c t  t h a t  y o u  w i l l  a d v a n c e  a t  a g i a n t ’ s p a c e . ”
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H o w e v e r ,  a n y  m i n d  w o u l d  h a v e  b e e n  m o r e  c a p a b l e  of 
s t i r r i n g  u p  a n d  r e - c o m b i n i n g  s u c h  c o m p o n e n t s  i n t o  a n e w  
t h e o r y  w h e n  it w a s  s t i m u l a t e d  b y  a d i s c u s s i o n  i n v o l v i n g  
t h e m ,  s u c h  as a d i s c u s s i o n  w i t h  M a l t h u s ;  or w h e n  it w a s  
s t i m u l a t e d  b y  s o m e  p r a c t i c a l  p r o b l e m  in t h e  a n a l y s i s  of
w h i c h  t h o s e  t h e o r e t i c a l  e l e m e n t s  m i g h t  h a v e  p l a y e d  a 
p a r t ,  s u c h  as t h e  q u e s t i o n  of t h e  e f f e c t s  o n  c u l t i v a t i o n  
of t h e  P o o r  L a w s  or of t h e  C o r n  L a w s ;  or u n d e r  t h e  
s t i m u l u s  of b o t h  c i r c u m s t a n c e s  - w h i c h  s e e m s  to h a v e  b e e n
t h e  c a s e ,  a s  s e e n  in s e c t i o n  8 . 1  a b o v e .

W h e n  w e  c a t c h  t h e  t r a i n  of t h e  d i s c u s s i o n  b e t w e e n  
R i c a r d o  a n d  M a l t h u s  in t h e i r  c o r r e s p o n d e n c e  of A u g u s t  
1 8 1 3 ,  R i c a r d o  is a l r e a d y  d e f e n d i n g  h i s  n e w  t h e o r y  of 
p r o f i t  d e t e r m i n a t i o n  a g a i n s t  a d i f f e r e n t  v i e w  h e l d  b y  
M a l t h u s .  T h e  g e n e r a l  r a t e  of p r o f i t s ,  h e  a s s e r t s ,  c a n  b e  
p r e v e n t e d  f r o m  f a l l i n g  as a r e s u l t  of a n  i n c r e a s e  of
c a p i t a l ,  b y  " i m p r o v e m e n t s "  or " n e w  f a c i l i t i e s ” in
a g r i c u l t u r e ,  i.e. in t h e  " p r o d u c t i o n  of f o o d ” ( V I , 9 4 - 5 ) .  
T h u s ,  it m a y  b e  i n f e r r e d ,  t h e  t e n d e n c y  of t h e  g e n e r a l  
r a t e  of p r o f i t s  to f a l l  as  a  r e s u l t  of c a p i t a l  
a c c u m u l a t i o n  p r o c e e d s  f r o m  a n  i n c r e a s i n g  d i f f i c u l t y  in 
p r o d u c i n g  f o o d .  A s  R i c a r d o  e x p l a i n s  in a l e t t e r  to
M a l t h u s  of 18 D e c .  1 8 1 4 :
" A c c u m u l a t i o n  of c a p i t a l  h a s  a t e n d e n c y  to l o w e r  p r o f i t s .  
W h y  ? b e c a u s e  e v e r y  a c c u m u l a t i o n  is a t t e n d e d  w i t h  
i n c r e a s e d  d i f f i c u l t y  in o b t a i n i n g  f o o d ,  u n l e s s  it is 
a c c o m p a n i e d  w i t h  i m p r o v e m e n t s  in a g r i c u l t u r e ;  in w h i c h
c a s e  it h a s  n o  t e n d e n c y  to d i m i n i s h  p r o f i t s .  If t h e r e  
w e r e  n o  i n c r e a s e d  d i f f i c u l t y ,  p r o f i t s  w o u l d  n e v e r  f a l l ,  
b e c a u s e  t h e r e  a r e  n o  o t h e r  l i m i t s  to t h e  p r o f i t a b l e  
p r o d u c t i o n  of m a n u f a c t u r e s  b u t  t h e  r i s e  of w a g e s . ”
(V I ,162)

As in M a l t h u s ’ s e a r l y  e c o n o m i c s  of f o o d  p r o d u c t i o n ,  
t h e r e  is a " l i m i t  to t h e  p r o f i t a b l e  p r o d u c t i o n ” of f o o d , 
viz. t h e  " i n c r e a s e d  d i f f i c u l t y  in o b t a i n i n g  f o o d ” .
H o w e v e r ,  a c c o r d i n g  to R i c a r d o ,  t h i s  i n c r e a s e d  d i f f i c u l t y  
w i l l  t e n d  to d i m i n i s h  p r o f i t s ,  w h e r e a s  M a l t h u s  h a d
t h o u g h t  t h a t  it w o u l d  t e n d  to s t o p  t h e  e x p a n s i o n  of t h e



112

f o o d  s u p p 1y .
T h e  M a l t h u s i a n  p r o b l e m  of t h e  i n c r e a s i n g  d i f f i c u l t y  

in p r o d u c i n g  f o o d  f o r  t h e  a d d i t i o n a l  p o p u l a t i o n  to be  
e m p l o y e d  b y  a n  i n c r e a s i n g  c a p i t a l  (as d e s c r i b e d  in 
s e c t i o n  5 . 3 . 3  a b o v e )  w a s  m o d i f i e d  b y  R i c a r d o ,  w h o  s a w  
t h a t  d i f f i c u l t y  as i m p l y i n g  n o t  a c h e c k  to t h e  i n c r e a s e  
of f o o d  a n d  p o p u l a t i o n  b u t  a f a l l i n g  r a t e  of p r o f i t s .

In h i s  l e t t e r  to M a l t h u s  of 2 3  O c t .  1814, R i c a r d o  is 
m o r e  s p e c i f i c :
"a g r a d u a l  a c c u m u l a t i o n  of c a p i t a l  w h i c h  b y  c r e a t i n g  n e w  
d e m a n d s  f o r  l a b o u r  m a y  g i v e  a s t i m u l u s  to p o p u l a t i o n  a n d  
c o n s e q u e n t l y  p r o m o t e  t h e  c u l t i v a t i o n  or i m p r o v e m e n t  of 
i n f e r i o r  l a n d s ,  - b u t  t h i s  w i l l  n o t  c a u s e  p r o f i t s  to r i s e  
b u t  to f a l l ,  b e c a u s e  n o t  o n l y  w i l l  t h e  r a t e  of w a g e s  r i s e  
[ f r o m  t h e  c o n s e q u e n t  r i s e  in t h e  p r i c e  of f o o d ] ,  b u t  m o r e  
l a b o u r e r s  w i l l  be  e m p l o y e d  w i t h o u t  a f f o r d i n g  a
p r o p o r t i o n a l  r e t u r n  of r a w  p r o d u c e .  T h e  w h o l e  v a l u e  of
t h e  w a g e s  p a i d  w i l l  b e  g r e a t e r  c o m p a r e d  w i t h  t h e  w h o l e  
v a l u e  of t h e  r a w  p r o d u c e  o b t a i n e d . ” ( V I , 146)

R i c a r d o  s e e m s  to  h a v e  c o n c l u d e d  t h a t  p r o f i t s  w i l l
h a v e  to b e  l o w e r  a t  t h e  i n f e r i o r  l a n d s  - w h i c h  a r e
s u c c e s s i v e l y  b r o u g h t  i n t o  c u l t i v a t i o n  as  a r e s u l t  of a n  
i n c r e a s i n g  d e m a n d  - " b e c a u s e ” m o r e  l a b o u r e r s  w i l l  b e  
r e q u i r e d  p e r  u n i t  of p r o d u c t  a n d  t h e  w a g e  r a t e  m u s t  be
r e s t o r e d  to t h e  s a m e  lev e l  in t e r m s  of f o o d .  
C o n s e q u e n t l y ,  t h e  w a g e  c o s t  w i l l  n e c e s s a r i l y  r i s e  in
r e l a t i o n  to t h e  p r o d u c e ,  t h e r e b y  s q u e e z i n g  t h e  p r o f i t s  of 
t h e  f a r m e r  - t h e r e  b e i n g  n o  r e n t  to b e  s q u e e z e d  o n  s u c h  
1a n d s .

T h e  f a r m e r  w i l l  h a v e  to be c o n t e n t  w i t h  a l o w e r  r a t e  
of p r o f i t s .  H o w e v e r ,  a c c o r d i n g  to a c c e p t e d  S m i t h i a n
p r i n c i p l e s ,  t h e  f a r m e r  c a n  b e  c o n t e n t  in t h e  l o n g  r u n
w i t h  a l o w e r  r a t e  of p r o f i t s  o n l y  if he d o e s  n o t  h a v e
m o r e  p r o f i t a b l e  a l t e r n a t i v e s  f o r  t h e  e m p l o y m e n t  of h i s  
c a p i t a l ,  i.e. o n l y  if t h e  p r o f i t  r a t e s  e l s e w h e r e  a r e  no
h i g h e r  t h a n  o n  t h e  l a n d  ( e x c e p t  f o r  c o m p e n s a t i n g
n o n - p e c u n i a r y  d i s a d v a n t a g e s ) .  R i c a r d o  w o u l d  t h e r e f o r e  
h a v e  c o n c l u d e d  t h a t  - if l ess f e r t i l e  or m o r e  d i s t a n t
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l a n d s  a r e  to b e  p e r m a n e n t l y  b r o u g h t  i n t o  c u l t i v a t i o n  - 
t h e n  t h e  g e n e r a l  r a t e  of p r o f i t s  m u s t  c o m e  i n t o  l i n e  w i t h  
t h e  l o w e r  r a t e  to b e  o b t a i n e d  on t h e  c u l t i v a t i o n  of s u c h  
l a n d s .  A s  he e x p l a i n s  in a l e t t e r  to T r o w e r  of 8 M a r .  
1 8 1 4  :
” a s  t h e  p r o f i t s  of t h e  f a r m e r  m u s t  n e c e s s a r i l y  d e c r e a s e  
w i t h  e v e r y  a u g m e n t a t i o n  of c a p i t a l  e m p l o y e d  o n  t h e  land, 
p r o v i d e d  n o  i m p r o v e m e n t s  be a t  t h e  s a m e  t i m e  m a d e  in 
h u s b a n d r y ,  al l  o t h e r  p r o f i t s  m u s t  d i m i n i s h ” ( V I , 104)

T h i s  n e w  t h e o r y  of p r o f i t  d e t e r m i n a t i o n  h a s  b e e n  
e x a m i n e d  w i t h  m o r e  d e t a i l  in c h a p t e r  4 a b o v e .
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CHAPTER 9
C O N C L U D I N G  R E M A R K S

R i c a r d o ’ s e a r l y  t h e o r y  of p r o f i t s  s e e m s  to h a v e  b e e n  
p r o d u c e d  b y  a " c o a l e s c e n c e  of t h o u g h t ” ^ i n v o l v i n g  
e l e m e n t s  f r o m  M a l t h u s ’ s e a r l y  t h e o r y  of t h e  e x t e n s i o n  of 
c u l t i v a t i o n ,  in t h e  c o n t e x t  of S m i t h ’ s a n a l y t i c a l
f r a m e w o r k ,  w i t h  s o m e  a s s i s t a n c e  f r o m  H o r n e r ’ s
" c o r r e c t i o n "  of S m i t h ’ s a n a l y s i s  of t h e  o p e r a t i o n  of a 
b o u n t y  o n  e x p o r t e d  c o r n .

T h a t  R i c a r d o ’ s " c o r n - s u r p l u s "  t h e o r y  of p r o f i t s  d i d  
o c c u r  to h i m  in c o n n e c t i o n  w i t h  M a l t h u s ’ s " c o r n "  m o d e l  of 
a g r i c u l t u r e  ( d e s c r i b e d  in ch. 5 a b o v e ) ,  is b o r n e  o u t  by a 
p a s s a g e  in t h e  E s s a y  o n  P r o f i t s :
" S u p p o s i n g  t h a t  t h e  n a t u r e  of m a n  w a s  so a l t e r e d ,  t h a t  he 
r e q u i r e d  d o u b l e  t h e  q u a n t i t y  of f o o d  t h a t  is n o w
n e c e s s a r y  f o r  h i s  s u b s i s t e n c e ,  a n d  c o n s e q u e n t l y ,  t h a t  t h e  
e x p e n s e s  of c u l t i v a t i o n  w e r e  v e r y  g r e a t l y  i n c r e a s e d  ... 
C l e a v i n g ]  a m u c h  l e s s  s u r p l u s  p r o d u c e ;  c o n s e q u e n t l y ,  t h e  
[ g e n e r a l ]  p r o f i t s  of s t o c k  c o u l d  n e v e r  b e  so h i g h .  ...
T h e  n a t u r a l  l i m i t  to p o p u l a t i o n  w o u l d  of c o u r s e  b e  m u c h  
e a r l i e r  ... b e c a u s e ,  in t h e  n a t u r e  of t h i n g s ,  l a n d  of t h e  
s a m e  p o o r  q u a l i t y  w o u l d  n e v e r  be  b r o u g h t  i n t o  c u l t i v a t i o n  
... w i t h  a n y  a d e q u a t e  r e t u r n  of p r o f i t . ” ( I V , 1 5 ; e m p h a s i s  
m i n e )

M a l t h u s  h a d  s e t  t h e  n a t u r a l  l i m i t  of c u l t i v a t i o n  - 
a n d  t h e r e f o r e  of p o p u l a t i o n  (in t h e  a b s e n c e  of 
i m p o r t a t i o n  of f o o d )  - a t  t h a t  l a n d  w h e r e  t h e  s u r p l u s  
p r o d u c e  b a r e l y  a f f o r d s  a p r o f i t  to t h e  f a r m e r ,  a c c o r d i n g  
to a g i v e n  g e n e r a l  r a t e  of p r o f i t s .  R i c a r d o  t h o u g h t  t h a t  
t h i s  g e n e r a l  r a t e  w i l l  f a l l ,  in l i n e  w i t h  t h e  d i m i n i s h i n g  
s u r p l u s  p r o d u c e  of c u l t i v a t i o n  (at t h e  n o - r e n t  m a r g i n a l

i I h a v e  d r a w n  t h i s  e x p r e s s i o n  f r o m  G . L . S .  S h a c k l e ,  T h e  
Y e a r s  of H i g h  T h e o r y :  1 9 2 6 - 1 9 3 9  ( C a m b r i d g e ,  U n i v e r s i t y
Press, 1967).
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l a n d ) ,  as l o n g  as  " t h e  s m a l l n e s s  of p r o f i t s  d o  n o t  c h e c k  
a c c u m u l a t i o n "  ( I V , 14).

R i c a r d o ’ s e a r l y  t h e o r y  of p r o f i t s  m a y  b e  l o g i c a l l y  
d e r i v e d  f r o m  S m i t h ’ s " c o r n - s u r p l u s "  t h e o r y  of r e n t  b y  
i d e n t i f y i n g  a g r i c u l t u r e  w i t h  t h e  p r o d u c t i o n  of f o o d  or 
c o r n ,  a n d  i n c o r p o r a t i n g  t h e  c o n d i t i o n  t h a t  t h e  m a r g i n a l  
l a n d  p a y s  n o  r e n t  (as s h o w n  in ch. 4). N e v e r t h e l e s s ,  t h e  
f a c t  t h a t  M a l t h u s  h a d  m a d e  s u c h  i d e n t i f i c a t i o n  a n d  t h a t  
t h e  n o - r e n t  c o n d i t i o n  w a s  d r a w n  b y  R i c a r d o  f r o m  M a l t h u s  
(as s e e n  in s ec. 8 . 2 . 2 ) ,  a l s o  s u g g e s t s  t h a t  S m i t h ’ s 
t h e o r y  of r e n t  w a s  t r a n s f o r m e d  i n t o  R i c a r d o ’ s t h e o r y  of 
p r o f i t s  in c o n n e c t i o n  w i t h  M a l t h u s ’ s t h o u g h t  o n  t h e  
e x p a n s i o n  of c u l t i v a t i o n  - p a r t i c u l a r l y  h i s  e a r l y  " c o r n "  
t h e o r y ,  w h i c h  is a n  e x t e n s i o n  of S m i t h ’ s t h e o r y  of r e n t .

All t h e s e  " c o r n "  t h e o r i e s  - S m i t h ’ s t h e o r y  of r e n t  
of land, M a l t h u s ’ s e a r l y  t h e o r y  of t h e  e x p a n s i o n  of f o o d  
p r o d u c t i o n  a n d  R i c a r d o ’ s " a g r i c u l t u r a l "  t h e o r y  of p r o f i t s  

a r e  b a s e d  o n  S m i t h ' s  t h e o r y  of w a g e s ,  p a r t i c u l a r l y  o n  
t h e  c o n c e p t  of w a g e s  a s  c o n s i s t i n g  of f o o d .  A c c o r d i n g l y ,  
t h e y  a r e  a l l  b a s e d  o n  t h e  c o n c e p t  of s u r p l u s  p r o d u c e  in 
t h e  p r o d u c t i o n  of f o o d ,  i.e. t h e  e x c e s s  of f o o d  p r o d u c e d  
o v e r  t h e  f o o d  c o n s u m e d  b y  t h e  l a b o u r e r s  e m p l o y e d .

O n  t h e  b a s i s  of M a l t h u s ’ s " d o c t r i n e "  t h a t  t h e  
m a r g i n a l  l a n d  p a y s  n o  r e n t ,  R i c a r d o  i n f e r r e d  t h a t  - as 
t h e  s u r p l u s  p r o d u c e  d i m i n i s h e s  o n  t h e  p o o r e r  l a n d s  w h i c h  
a r e  s u c c e s s i v e l y  b r o u g h t  i n t o  c u l t i v a t i o n  a n d  w h i c h  
r e q u i r e  m o r e  l a b o u r e r s  a n d  t h e r e f o r e  m o r e  f o o d  p e r  u n i t  
of p r o d u c t  - t h e  r a t e  of p r o f i t s  o n  s u c h  l a n d s  w i l l  
n e c e s s a r i l y  d i m i n i s h .  R i c a r d o  t h e n  c o n c l u d e d  t h a t ,  s i n c e  
t h e r e  is to b e  a u n i f o r m  r a t e  of p r o f i t s  a c r o s s  all 
e m p l o y m e n t s  of c a p i t a l ,  t h e  g e n e r a l  r a t e  of p r o f i t s  w i l l  
a l s o  h a v e  to f a l l  ( b e f o r e  t h e  " n a t u r a l  l i m i t "  of 
c u l t i v a t i o n  is r e a c h e d ) .
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A P P E N D I X

R E C E N T  C R I T I Q U E S  O F  S R A F F A ’ S f,C O R N - R A T  10" I N T E R P R E T A T I O N  

O F  R I C A R D O ’ S E A R L Y  T H E O R Y  OF P R O F I T S
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1. I n t r o d u c t i  o n

T h i s  a p p e n d i x  c o n t a i n s  a d i s c u s s i o n  of t h e  p r i n c i p a l  
c r i t i q u e s  t h a t  h a v e  b e e n  m a d e  b y  H o l l a n d e r  
( 1 9 7 3 , 1 9 7 5 , 1 9 7 9 , 1 9 8 3 ) ,  R a n k i n  ( 1 9 8 4 ) ,  P e a c h  ( 1 9 8 4 , 1 9 8 8 )  
a n d  F a c a r e l l o  ( 1 9 8 6 )  a g a i n s t  S r a f f a ’ s i n t e r p r e t a t i o n  of 
R i c a r d o ’ s e a r l y  t h e o r y  of profits"^ It c o n c e n t r a t e s  on t h e  
p i e c e s  of e v i d e n c e  p r e s e n t e d  b y  S r a f f a  in s u p p o r t  of h i s  
" c o r n - r a t i o ” i n t e r p r e t a t i o n .  A s  H o l l a n d e r  o b s e r v e s ,  " b y  
f o c u s i n g  u p o n  t h e  e v i d e n c e  p r e s e n t e d  b y  S r a f f a  we  d e a l  
w i t h  t h e  e s s e n t i a l s  of t h e  p r o b l e m "  ( 1 9 8 3 , p . 1 7 4 ) .

S r a f f a ’ s i n t e r p r e t a t i o n  is c e n t r e d  o n  R i c a r d o ’ s 
e a r l y  p r o p o s i t i o n  t h a t  it is t h e  p r o f i t s  of a g r i c u l t u r e  
w h i c h  r e g u l a t e  t h e  p r o f i t s  of all o t h e r  t r a d e s ,  or t h e  
g e n e r a l  r a t e  of p r o f i t s .  T h i s  p r o p o s i t i o n  w a s  p u b l i s h e d  
in t h e  E s s a y  o n  P r o f i t s  ( F e b . 1 8 1 5 ) ,  a n d  a l s o  a p p e a r s  in 
t h e  p r e c e d i n g  c o r r e s p o n d e n c e  ( f r o m  M a r c h  1 8 1 4 ) .  A c c o r d i n g  
to S r a f f a ’ s i n t e r p r e t a t i o n  of t h e  E s s a y  a n d  of t h i s  
c o r r e s p o n d e n c e ,  t h e  " r a t i o n a l  f o u n d a t i o n "  of R i c a r d o ’ s 
" p r i n c i p l e  of t h e  d e t e r m i n i n g  r o l e  of t h e  p r o f i t s  of 
a g r i c u l t u r e "  is t h a t  c a p i t a l  - " c o n c e i v e d  a s  c o m p o s e d  of 
t h e  s u b s i s t e n c e  n e c e s s a r y  fo r  w o r k e r s "  - is s u p p o s e d  to 
c o n s i s t  of t h e  s a m e  c o m m o d i t y  as t h e  a g r i c u l t u r a l
p r o d u c t ,  n a m e l y  c o r n ;  so t h a t :
" i n  a g r i c u l t u r e  ... t h e  d e t e r m i n a t i o n  of p r o f i t  by  t h e  
d i f f e r e n c e  b e t w e e n  t o t a l  p r o d u c t  a n d  c a p i t a l  a d v a n c e d ,  
a n d  a l s o  t h e  d e t e r m i n a t i o n  of t h e  r a t i o  of t h i s  p r o f i t  to 
t h e  c a p i t a l ,  is d o n e  d i r e c t l y  b e t w e e n  q u a n t i t i e s  of c o r n  
w i t h o u t  a n y  q u e s t i o n  of v a l u a t i o n  ... It f o l l o w s  t h a t  if 
t h e r e  is to b e  a u n i f o r m  r a t e  of p r o f i t  in a l l  t r a d e s  it 
is t h e  e x c h a n g e a b l e  v a l u e s  of t h e  p r o d u c t s  of o t h e r  
t r a d e s  r e l a t i v e l y  to t h e i r  o w n  c a p i t a l s  (i.e. r e l a t i v e l y  
to c o r n )  t h a t  m u s t  b e  a d j u s t e d  so as to y i e l d  t h e  s a m e  
r a t e  of p r o f i t  as h a s  b e e n  e s t a b l i s h e d  in t h e  g r o w i n g  of

1 T h i s  i n t e r p r e t a t i o n  is g i v e n  in S r a f f a ,  1 9 5 1 a ,  p. 
x x x i - i i ,  w h e r e  t h e  e v i d e n c e  is p r e s e n t e d ;  a n d  a l s o  in 
S r a f f a ,  1 9 6 0 ,  p . 93.
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c o r n ;  s i n c e  in t h e  l a t t e r  n o  v a l u e  c h a n g e s  c a n  a l t e r  t h e  
r a t i o  of p r o d u c t  to c a p i t a l ,  b o t h  c o n s i s t i n g  of t h e  s a m e  
c o m m o d i t y . " (S r a f f a , 19 5  l a , p . x x x i )

T h a t  c a p i t a l ,  a n d  p a r t i c u l a r l y  w a g e s  a d v a n c e d ,  w e r e  
s u p p o s e d  by R i c a r d o  to c o n s i s t  of c o r n  h a s  b e e n  d i s p u t e d  
b y  R a n k i n  ( 1 9 8 4 )  a n d  P e a c h  ( 1 9 8 4 , 1 9 8 8 ) .  T h e i r  a r g u m e n t s  
in c o n n e c t i o n  w i t h  t h e  E s s a y  o n  P r o f i t s  a r e  c o n s i d e r e d  in 
s e c t i o n  2.

S e c t i o n  3 d i s c u s s e s  t h e  v e r y  m e a n i n g  of R i c a r d o ' s
p r o p o s i t i o n  o n  t h e  r e g u l a t i n g  r o l e  of t h e  p r o f i t s  of
a g r i c u l t u r e .  H o l l a n d e r  a r g u e s  t h a t  R i c a r d o  d i d  n o t
s t r i c t l y  m e a n  t h a t  t h e  r a t e  of p r o f i t s  of a g r i c u l t u r e  
d e t e r m i n e s  t h e  g e n e r a l  p r o f i t  r a t e ;  a n d  P e a c h  a r g u e s  t h a t  
R i c a r d o  d i d  n o t  p r e c i s e l y  m e a n  t h a t  it is t h e  r a t e  of 
)j r e f i t s  of a g r i c u l t u r e  w h i c h  u n i q u e l y  d e t e r m i n e s  g e n e r a l  
p r o f i t a b i l i t y .  T h e y  a r g u e ,  in e f f e c t ,  t h a t  S r a f f a  n o t  
o n l y  i m a g i n e d  a " c o r n  m o d e l ” b e h i n d  R i c a r d o ’ s
p r o p o s i t i o n ,  b u t  u n d e r t o o k  to i n t e r p r e t  a n  i m a g i n a r y  
p o s  i t i o n .

T h e  m a i n  p o i n t s  r a i s e d  b y  H o l l a n d e r  a n d  P e a c h
a g a i n s t  S r a f f a ’ s r e a d i n g  of t h e  t e x t u a l  e v i d e n c e  a r e  
e x a m i n e d  in s e c t i o n  4. A n d  s e c t i o n  5 c o n s i d e r s
F a c a r e l l o ’ s c r i t i q u e .
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2. T h e  w a g e - b a s k e t  in t h e  " E s s a y  o n  P r o f i t s "

R a n k i n  ( 1 9 8 4 )  a n d  P e a c h  ( 1 9 8 4 , 1 9 8 8 )  q u e s t i o n . t h e  
v i e w  t h a t  R i c a r d o ’ s a r g u m e n t  in t h e  E s s a y  - a n d
p a r t i c u l a r l y  t h e  r e g u l a t i n g  r o l e  of t h e  p r o f i t s  of 
a g r i c u l t u r e  - is b a s e d  o n  t h e  i m p l i c i t  a s s u m p t i o n  t h a t  
w a g e s  c o n s i s t  o n l y  of " f o o d "  or " c o r n " .  T h e y  b e l i e v e
t h a t ,  o n  t h e  c o n t r a r y ,  R i c a r d o  p r o c e e d e d  u p o n  t h e
a s s u m p t i o n  t h a t  t h e  w a g e - b a s k e t  i n c l u d e s  m a n u f a c t u r e d  
g o o d s  as w e l l  as  c o r n .

P e a c h  ( 1 9 8 4 , p . 7 3 8 )  a r g u e s :
" [ R i c a r d o ' s i  r e f e r e n c e  to c i r c u l a t i n g  c a p i t a l  as b e i n g  
’of t h e  v a l u e  of o n e  h u n d r e d  q u a r t e r s  of w h e a t ’ m a y
s u g g e s t  t h a t  c o m m o d i t y  w a g e s  do  n o t  c o n s i s t  s o l e l y  of 
w h e a t / c o r n ;  a t  a n y  r a t e ,  t h e r e  is n o  e x p l i c i t  a s s u m p t i o n  
a n y w h e r e  in t h e  E s s a y  t h a t  w h e a t / c o r n  is t h e  o n l y  w a g e
good”

N o b o d y  h a s  y e t  a r g u e d  t h a t  t h e r e  is in t h e  E s s a y  a n  
e x p  1 i ci t a s s u m p t i o n  t h a t  w h e a t / c o r n  is t h e  o n l y  w a g e  
g o o d .  O t h e r  w r i t e r s  b e l i e v e  t h a t  t h i s  s i m p l i f i c a t i o n  is
i m p l i c i t  in  t h e  t h e o r e t i c a l  a r g u m e n t  of t h e  Es s a y
( S r a f f a ,  1 9 5 1 a ,  p . x x x i - i i ;  H o l l a n d e r ,  1 9 7 9 ,  p . 1 4 5 - 6 ;  
H i c k s ,  1 9 8 5 ,  p . 3 1 8  e t p a s s  i m ).

R i c a r d o ’ s r e f e r e n c e  to c i r c u l a t i n g  c a p i t a l  as  b e i n g  
” of t h e  v a l u e  of o n e  h u n d r e d  q u a r t e r s  of w h e a t ” m a y
s u g g e s t ,  c o n t r a r y  to P e a c h ’ s b e l i e f ,  t h a t  " c o m m o d i t y
w a g e s ” d o e s  c o n s i s t  s o l e l y  of w h e a t  / c o r n .  In f a c t ,  t h e  
r e f e r e n c e  a p p e a r s  in t h e  f o l l o w i n g  p a s s a g e :
’’P r o f i t s  [of t h e  f a r m e r ]  m i g h t  e v e n  i n c r e a s e ,  b e c a u s e  t h e
p o p u l a t i o n  i n c r e a s i n g ,  a t  a m o r e  r a p i d  r a t e  t h a n  c a p i t a l ,  
w a g e s  m i g h t  f a l l ;  a n d  i n s t e a d  of t h e  v a l u e  of o n e  h u n d r e d  
q u a r t e r s  of w h e a t  b e i n g  n e c e s s a r y  f o r  t h e  c i r c u l a t i n g  
c a p i t a l ,  n i n e t y  o n l y  m i g h t  b e  r e q u i r e d ” ( I V , 11)
T h i s  s t a t e m e n t  s u g g e s t s  t h a t  t h e  w a g e  r a t e  is n o t  o n l y  
e x p r e s s e d  b u t  a l s o  d e t e r m i n e d  in t e r m s  of w h e a t . It is 
e v i d e n t  t h a t  R i c a r d o  is f o l l o w i n g  S m i t h  in d e s c r i b i n g  t h e  
w a g e  r a t e  as b e i n g  d e t e r m i n e d  b y  a l a b o u r  m a r k e t  w h e r e  
d e m a n d  i n c r e a s e s  a t  t h e  s a m e  r a t e  a s  c a p i t a l ,  a n d  s u p p l y
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i n c r e a s e s  a t  t h e  s a m e  r a t e  a s  p o p u l a t i o n .  T h e r e  is n o  
r e a s o n  w h y  s u c h  a l a b o u r  m a r k e t  s h o u l d  f i x  t h e  w a g e  r a t e  
in t e r m s  of w h e a t , u n l e s s  t h e  c o n s u m p t i o n  b a s k e t  of t h e  
l a b o u r e r s  is s u p p o s e d  to c o n s i s t  of w h e a t  a n d  t h e i r  
m u l t i p l i c a t i o n  is s u p p o s e d  to b e  r e g u l a t e d  b y  t h e  
q u a n t i t y  of w h e a t  t h a t  t h e y  c o n s u m e  (as in S m i t h ’ s t h e o r y  
of w a g e s ).

R a n k i n  ( 1 9 8 4 , p . 85) r e c o g n i z e s  t h a t  " T h e r e  a r e
s e v e r a l  p i e c e s  of i n d i r e c t  e v i d e n c e  f r o m  t h e  E s s a y  w h i c h  
m i g h t  b e  u s e d  in s u p p o r t  of t h e  c o n t e n t i o n  t h a t  R i c a r d o  
d o e s  i n d e e d  a s s u m e  t h e  w a g e  b a s k e t  to c o n s i s t  e x c l u s i v e l y  
of c o r n " .  H e  r e c o g n i z e s ,  too, t h a t  " R i c a r d o  s p e c i f i c a l l y  
s t a t e s  t h a t  w h i l e  a n  i n c r e a s e  in p r o d u c t i v i t y  in t h e  
p r o d u c t i o n  of m a n u f a c t u r e s  w i l l  i n c r e a s e  t h e  q u a n t i t y  of 
c o m m o d i t i e s  p r o d u c e d ,  it w i l l  n o t  a f f e c t  t h e  r a t e  of 
p r o f i t  in t h e  l o n g  r u n  ( s e e  I V , p p .  2 5 - 2 6 ) "  - w h i c h  is 
c l e a r l y  " i n c o n s i s t e n t  w i t h  t h e  i n c l u s i o n  of m a n u f a c t u r e s  
in t h e  w a g e  b a s k e t  a n d  m i g h t  l e a d  u s  to  i n f e r  t h a t  t h e  
m o d e l  of t h e  Es s a y  o n l y  m a k e s  s e n s e  if w e  h y p o t h e s i s e  a 
w a g e  b a s k e t  c o n s i s t i n g  e x c l u s i v e l y  of c o r n " .  H o w e v e r ,  
R a n k i n  p o i n t s  to w h a t  he c o n s i d e r s  to b e  a p i e c e  of 
c o u n t e r - e v i d e n c e  f r o m  t h e  E s s a y , v i z .  a f o o t n o t e  w h e r e  
R i c a r d o  s e e m s  i n d e e d  to m a k e  t h e  g e n e r a l  r a t e  of p r o f i t s  
a l s o  d e p e n d  o n  p r o d u c t i v i t y  in t h e  p r o d u c t i o n  of o t h e r  
w a g e - g o o d s ,  i n c l u d i n g  m a n u f a c t u r e s  ( f r o m  its r e f e r e n c e  to 
" m a c h i n e r y " ) :
"I f  b y  f o r e i g n  c o m m e r c e ,  or t h e  d i s c o v e r y  of m a c h i n e r y ,  
t h e  c o m m o d i t i e s  c o n s u m e d  b y  t h e  l a b o u r e r  s h o u l d  b e c o m e  
m u c h  c h e a p e r ,  w a g e s  w o u l d  f a l l ;  a n d  t h i s ,  as w e  h a v e  
b e f o r e  o b s e r v e d ,  w o u l d  r a i s e  t h e  p r o f i t s  of t h e  f a r m e r ,  
a n d  t h e r e f o r e ,  all o t h e r  p r o f i t s . "  ( I V , 2 6 , n . )

P e a c h  a l s o  p o i n t s  to t h i s  s t a t e m e n t  a s  a n  i n s t a n c e  
w h e r e  t h e  " c o r n  m o d e l "  a s s u m p t i o n  of w a g e s  c o n s i s t i n g  of 
c o r n  is m a n i f e s t l y  c o n t r a d i c t e d  b y  R i c a r d o  ( P e a c h ,  1 9 8 8 ,
p . 1 0 8 ) .

H o w e v e r ,  t h i s  f o o t n o t e  c o n t r a d i c t s  R i c a r d o  h i m s e l f  
in t h e  p a s s a g e  to w h i c h  it is a p p e n d e d .  T h e  p a s s a g e  is 
t h e  f o l l o w i n g ,  w h e r e  a n  * i n d i c a t e s  t h e  p o s i t i o n  of t h e
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f o o t n o t e :
" P r o f i t s  t h e n  d e p e n d  o n  t h e  p r i c e ,  or r a t h e r  o n  t h e  v a l u e  
of f o o d .  E v e r y  t h i n g  w h i c h  g i v e s  f a c i l i t y  t o  t h e
p r o d u c t i o n  of f o o d ,  h o w e v e r  s c a r c e ,  or  h o w e v e r  a b u n d a n t
[ o t h e r ]  c o m m o d i t i e s  m a y  b e c o m e  [ " a b u n d a n t "  f r o m  t h e  
" e x t e n s i o n  of c o m m e r c e " ,  t h e  " d i v i s i o n  of l a b o u r  in 
m a n u f a c t u r e s "  or t h e  " d i s c o v e r y  of m a c h i n e r y " ] ,  w i l l
r a i s e  t h e  r a t e  of p r o f i t s ,  w h i l s t  o n  t h e  c o n t r a r y ,  e v e r y
t h i n g  w h i c h  s h a l l  a u g m e n t  t h e  c o s t  of p r o d u c t i o n  [ o n  t h e
l a n d ]  w i t h o u t  a u g m e n t i n g  t h e  q u a n t i t y  of f o o d * ,  w i l l ,  
u n d e r  e v e r y  c i r c u m s t a n c e ,  l o w e r  t h e  g e n e r a l  r a t e  of
p r o f i t s .  T h e  f a c i l i t y  of o b t a i n i n g  f o o d  is b e n e f i c i a l  in 
t w o  w a y s  to t h e  o w n e r s  of c a p i t a l ,  it a t  t h e  s a m e  t i m e  
r a i s e s  p r o f i t s  a n d  i n c r e a s e s  t h e  a m o u n t  of c o n s u m a b l e  
c o m m o d i t i e s .  T h e  f a c i l i t y  in o b t a i n i n g  all o t h e r  t h i n g s ,
o n l y  i n c r e a s e s  t h e  a m o u n t  of c o m m o d i t i e s . "  ( I V , 26 )

T h e  f o o t n o t e  in q u e s t i o n  is e v i d e n t l y  a
q u a l i f i c a t i o n  to t h e  m a i n  a r g u m e n t .  R i c a r d o  f i r s t  s t a t e s
t h a t  it is o n  1y a n  i n c r e a s e d  " f a c i l i t y "  of p r o d u c i n g  f o o d  

a n d  n o t  m a n u f a c t u r e s  e t c .  - w h i c h  w i l l  r a i s e  t h e  r a t e  
of p r o f i t s ;  a n d  t h e n  h e  a d d s  a f o o t n o t e ,  a c c o r d i n g  to
w h i c h  a n  i n c r e a s e d  f a c i l i t y  of p r o d u c i n g  " t h e  c o m m o d i t i e s  
c o n s u m e d  b y  t h e  l a b o u r e r "  - p r e s u m a b l y  i n c l u d i n g
m a n u f a c t u r e s  - r a i s e s  t h e  r a t e  of p r o f i t s .

R i c a r d o  a l s o  a s s e r t s  t h a t  a n  i n c r e a s e  in t h e  g e n e r a l  
r a t e  of p r o f i t s  " a c c o r d i n g  to m y  o p i n i o n ,  c a n  n e v e r  t a k e  
p l a c e  b u t  in c o n s e q u e n c e  of c h e a p  f o o d " ( I V , 2 5 ; e m p h a s i s  
m i n e ) .

It s e e m s  t h e r e f o r e  t h a t ,  in t h e  m a i n  c o u r s e  of t h e  
E s  s a y 1 s t h e o r e t i c a l  a r g u m e n t ,  R i c a r d o  p r o c e e d s  u p o n  t h e  
a s s u m p t i o n  t h a t  t h e  w a g e - b a s k e t  c o n s i s t s  of f o o d .

H o w e v e r ,  P e a c h  r e p r e s e n t s  t h e  f o o t n o t e  in q u e s t i o n  -
w h i c h  a p p a r e n t l y  i n c l u d e s  m a n u f a c t u r e d  w a g e - g o o d s  - a s
t h o u g h  it w e r e  n o t  a n  a s i d e .  P o i n t i n g  to it, h e  a r g u e s
t h a t  R i c a r d o  t h o u g h t  h i s  r e g u l a t i n g  r o l e  of a g r i c u l t u r a l
p r o f i t s  to s t a n d  " r e g a r d l e s s  of b o t h  t h e  p h y s i c a l
c o m p o s i t i o n  of i n p u t s  a n d  t h e  s e c t o r a l  o r i g i n s  of a n y  
p e r t u r b a t i o n "  ( 1 9 8 6 , p . 1 0 8 - 9 ) .  P e a c h  s e e m s  to i n t e r p r e t



t h e  e x p r e s s i o n  " a n d  t h e r e f o r e "  in t h i s  f o o t n o t e  as 
m e a n i n g :  ’a n d  s i n c e  it is t h e  p r o f i t s  of t h e  f a r m e r  w h i c h
r e g u l a t e  t h e  p r o f i t s  of all o t h e r  t r a d e s ,  it f o l l o w s  
t h a t . . . ’ . H o w e v e r ,  w h a t  s e e m s  to b e  i n v o l v e d  in R i c a r d o ’ s 
i n f e r e n c e  in t h i s  f o o t n o t e  is m e r e l y  t h e  p r i n c i p l e  - 
w e l l - k n o w n  a n d  a c c e p t e d  a m o n g  t h e  S m i t h i a n  e c o n o m i s t s  - 
t h a t  t h e  r a t e s  of p r o f i t  m u s t  be u n i f o r m ;  " a n d  t h e r e f o r e "  
a l l  o t h e r  p r o f i t s  m u s t  r i s e  if t h e  p r o f i t s  of t h e  f a r m e r  
a r e  rai s e d .

R a n k i n  a l s o  t a k e s  t h e  f o o t n o t e  in q u e s t i o n  a s  a n  
i n t e g r a l  p a r t  of t h e  m a i n  a r g u m e n t .  H e  is t h e n  led to 
c o n c l u d e  t h a t ,  in t h e  Es s a y , R i c a r d o  - s u p p o s i n g  a m i x e d  
w a g e - b a s k e t ,  b u t  l a c k i n g  a c o h e r e n t  t h e o r y  of r e l a t i v e  
p r i c e s  - w a s  n o t  y e t  e q u i p p e d  to e s t a b l i s h ,  a n d  t h e r e f o r e  
f a i l e d  to e s t a b l i s h ,  " w h a t  m a y  b e  c o n s i d e r e d  to b e  t h e  
c e n t r a l  a r g u m e n t  of b o t h  t h e  E s s a y  a n d  t h e  P r i n c  i p 1e s : 
n a m e l y ,  t h a t  in t h e  a b s e n c e  of t e c h n i c a l  i m p r o v e m e n t s  in 
t h e  p r o d u c t i o n  of w a g e  g o o d s  [ i n c l u d i n g  m a n u f a c t u r e s ] ,  
c a p i t a l  a c c u m u l a t i o n  e n t a i l s  a f a l l i n g  r a t e  of p r o f i t "
( p . 8 6 ) .

A s i m i l a r  i n t e r p r e t a t i o n  of t h e  a r g u m e n t  to w h i c h  
R i c a r d o  " s t r u g g l e d  to g i v e  a n a l y t i c a l  r e p r e s e n t a t i o n "  
( b u t  f a i l e d  to  do) is g i v e n  b y  P e a c h  ( 1 9 8 4 , p . 7 4 8 ) :
" i n  a g i v e n  s t a t e  of t e c h n o l o g y ,  c a p i t a l  a c c u m u l a t i o n
w o u l d  r e s u l t  in a ’ p e r m a n e n t ’ r e d u c t i o n  in p r o f i t a b i l i t y ,  
o w i n g  to  w o r s e n e d  a g r i c u l t u r a l  c o n d i t i o n s  of p r o d u c t i o n  
[ i n  t h e  a b s e n c e  of f r e e  t r a d e  in c o r n ] " ;  s i n c e  ( m o r e
g e n e r a l l y )  " c e t e r i s  p a r i b u s , ’p e r m a n e n t ’ c h a n g e s  in
p r o f i t a b i l i t y  w i l l  b e  t h e  r e s u l t  of a l t e r e d  c o n d i t i o n s  of 
p r o d u c i n g  w a g e - g o o d s  [ i n c l u d i n g  m a n u f a c t u r e s ] " .

H o w e v e r ,  t h e  " c e n t r a l  a r g u m e n t "  of t h e  E s s a y  is 
c l e a r l y  t h a t ,  in t h e  a b s e n c e  of t e c h n i c a l  i m p r o v e m e n t s  in 
t h e  p r o d u c t i o n  of f o o d , c a p i t a l  a c c u m u l a t i o n  e n t a i l s  a
f a l l i n g  r a t e  of p r o f i t s .  As R i c a r d o  p u t s  it:
"I t h i n k  it m a y  b e  m o s t  s a t i s f a c t o r i l y  p r o v e d ,  t h a t  in 
e v e r y  s o c i e t y  a d v a n c i n g  in w e a l t h  a n d  p o p u l a t i o n ,  
i n d e p e n d e n t l y  of t h e  e f f e c t  p r o d u c e d  b y  l i b e r a l  or s c a n t y  
w a g e s ,  g e n e r a l  p r o f i t s  m u s t  f a l l ,  u n l e s s  t h e r e  b e



i m p r o v e m e n t s  in a g r i c u l t u r e  [ i n  t h e  a b s e n c e  of
i m p o r t a t i o n  of c o r n ] "  ( I V , 23)
T h i s  p o s i t i o n  is e m p h a s i z e d  e l s e w h e r e  in t h e  Es s a y : 
" t h r o u g h  t h e  w h o l e  p r o g r e s s  of s o c i e t y ,  p r o f i t s  a r e  
r e g u l a t e d  b y  t h e  d i f f i c u l t y  or f a c i l i t y  of p r o c u r i n g  
f o o d . T h i s  is a p r i n c i p l e  of g r e a t  i m p o r t a n c e ,  a n d  h a s  
b e e n  a l m o s t  o v e r l o o k e d  in t h e  w r i t i n g s  of P o l i t i c a l
E c o n o m i s t s "  ( I V , 1 3 , n . ;  e m p h a s i s  m i n e ) .

T h  i s " p r i n c i p l e  of g r e a t  i m p o r t a n c e "  h a s  b e e n  a l m o s t  
o v e r l o o k e d  in t h e  w r i t i n g s  of R a n k i n  a n d  P e a c h .  T h e y  
i n t e r p r e t  t h e  m a i n  t h e o r e t i c a l  a r g u m e n t  of t h e  E s s a y  as  
t h o u g h  R i c a r d o  i n c l u d e d  o t h e r  g o o d s  in t h e  w a g e - b a s k e t ,  
p a r t i c u l a r l y  m a n u f a c t u r e s .  C o n s e q u e n t l y ,  b o t h  f i n d  it 
n e c e s s a r y  to p l a c e  R i c a r d o ’ s s t a t e m e n t  of t h e  r e g u l a t i n g  
r o l e  of t h e  t e c h n i c a l  c o n d i t i o n s  of p r o d u c i n g  f o o d  u n d e r  
a c e t e r i s  p a r i b u s  c l a u s e ,  viz. t h a t  t h e  t e c h n i c a l  
c o n d i t i o n s  of p r o d u c i n g  w a g e - g o o d s  o t h e r  t h a n  f o o d  r e m a i n  
t h e  s a m e .

R i c a r d o ’ s p r o p o s i t i o n  t h a t  t h e  f a r m e r ’ s p r o f i t s
r e g u l a t e  t h e  p r o f i t s  of o t h e r  t r a d e s  is l e f t  u n e x p l a i n e d  
b y  R a n k i n  ( e x c e p t ,  p e r h a p s ,  a s  a n o n  s e q u i t u r  f r o m  a n  
i n c o m p l e t e  m o d e l ) .  As w i l l  b e  s e e n  in s e c t i o n  3 b e l o w ,  it 
is d e s c r i b e d  b y  P e a c h  a s  a n  i m p r e c i s e  a s s e r t i o n .  H e
i n t e r p r e t s  it a s  a s s e r t i n g  w h a t  R i c a r d o  " s t r u g g l e d  to 
g i v e  a n a l y t i c a l  r e p r e s e n t a t i o n "  ( 1 9 8 4 , p . 7 4 8 ) ,  a s  q u o t e d  a 
f e w  p a r a g r a p h s  a b o v e .  It c a n n o t ,  i n d e e d ,  b e  r a t i o n a l l y  
d e r i v e d  - it d o e s  n o t  m a k e  s e n s e  - o n  t h e  a s s u m p t i o n  t h a t  
t h e  w a g e - b a s k e t  i n c l u d e s  c o m m o d i t i e s  o t h e r  t h a n  
a g r i c u l t u r a l  p r o d u c e .
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3. A d e t e r m i n i n g  r o l e  of t h e  p r o f i t s  of a g r i c u l t u r e  ?

R i c a r d o ’ s e a r l y  t h e o r y  of p r o f i t s ,  as p u b l i s h e d  in
t h e  E s s a y  , is i n t e r p r e t e d  b y  H o l l a n d e r  a s  b e i n g
e s s e n t i a l l y  t h e  s a m e  as  t h a t  in t h e  P r i n c i p l e s , n a m e l y  
( a c c o r d i n g  to H o l l a n d e r ) :  s u p p o s i n g  t h a t  t h e  m o n e y  p r i c e s
of i n d i v i d u a l  g o o d s  d e p e n d  s o l e l y  o n  p r o d u c t i v i t y  in 
t h e i r  p r o d u c t i o n  ( t h e  v a l u e  of m o n e y  r e m a i n i n g  c o n s t a n t ) ;  
a n d  s u p p o s i n g  t h a t  t h e  m o n e y  w a g e  r a t e  d e p e n d s  o n  t h e
m o n e y  p r i c e s  of w a g e - g o o d s  ( i n c l u d i n g  m a n u f a c t u r e s ) ;  t h e n  
t h e  g e n e r a l  r a t e  of p r o f i t  d e p e n d s  o n  p r o d u c t i v i t y  in t h e  
p r o d u c t i o n  of w a g e - g o o d s ,  t h r o u g h  t h e i r  m o n e y  p r i c e s  a n d  
t h e  m o n e y  w a g e  r a t e .  T h e  t h e o r y  in t h e  Es s a y , H o l l a n d e r  
b e l i e v e s ,  is a s p e c i a l  c a s e  in w h i c h  c o r n  is s u p p o s e d  to
b e  t h e  o n l y  w a g e - g o o d ,  a n d  t h u s  t h e  g e n e r a l  r a t e  of 
p r o f i t  d e p e n d s  u n i q u e l y  o n  p r o d u c t i v i t y  in a g r i c u l t u r e ,  
i.e. in t h e  p r o d u c t i o n  of c o r n  ( t h r o u g h  t h e  m o n e y  p r i c e
of c o r n  a n d  t h e  m o n e y  w a g e  r a t e ) .  As  Hoi l a n d e r  p u t s  it: 
" a g r i c u l t u r a l  p r o d u c t i v i t y  a l o n e  i n f l u e n c e s  p r o f i t s
g e n e r a l l y  in t h e  e v e n t  t h a t  c o r n  a l o n e  e n t e r s  t h e  w a g e  
b a s k e t ” (H o  1 1a n d e r , 1 9 7 5 , p . 1 8 9 )

In H o l l a n d e r ' s  i n t e r p r e t a t i o n ,  t h i s  is w h a t  R i c a r d o  
h a s  in m i n d  in s t a t i n g  t h a t  it is t h e  p r o f i t s  of t h e
f a r m e r  w h i c h  r e g u l a t e  g e n e r a l  p r o f i t s ;  t h e  l a t t e r  
s t a t e m e n t  s h o u l d  n o t  b e  i n t e r p r e t e d  a s  s t r i c t l y  m e a n i n g  
t h a t  t h e  r a t e  of p r o f i t s  of a g r i c u l t u r e  d e t e r m i n e s  t h e
p r o f i t  r a t e s  of o t h e r  t r a d e s ;  it is m e r e l y  a v e r b a l
v a r i a t i o n  of t h e  p r o p o s i t i o n  t h a t  t h e  g e n e r a l  r a t e  of
p r o f i t  d e p e n d s  o n  a g r i c u l t u r a l  p r o d u c t  i v i t y .

As a r g u e d  b y  G a r e g n a n i  ( 1 9 8 2 , p . 6 5 - 6 , 6 8 ) :
” it is o n l y  b y  a s c r i b i n g  to R i c a r d o  a n  u n u s u a l  u s e  of
l a n g u a g e  t h a t  H o l l a n d e r  c a n  a c c o u n t  f o r  t h e  p r e s e n c e  of 
t h e  p r i n c i p l e  of t h e  d e t e r m i n i n g  r o l e  of f a r m e r s ’ p r o f i t s  
in t h e  E s s a y ” ; " H o l l a n d e r ’ s ' v a r i a t i o n ’ c o n s i s t s  of 
t a k i n g  R i c a r d o ’ s e x p r e s s i o n  ’p r o f i t s  of t h e  f a r m e r ’ a s  
e q u  i v a 1e n t  to t h e  e x p r e s s i o n  ’s t a t e  of a g r i c u l t u r a l  
p r o d u c t i v i t y ’ in d e s c r i b i n g  t h e  d e t e r m i n a t i o n  of t h e  
g e n e r a l  r a t e  of p r o f i t . ”
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H o l l a n d e r  ( 1 9 8 3 , p . 1 7 1 )  r e c o g n i z e s  t h a t  he m a k e s  s u c h  
” i d e n t i f i c a t i o n ” , b u t  h e  d o e s  n o t  a g r e e  t h a t  it is 
i l l e g i t i m a t e .  H o w e v e r ,  i n s t e a d  of c o n s i d e r i n g  t h e  E s s a y , 
he t u r n s  to R i c a r d o ’ s l e t t e r  to T r o w e r  of M a r c h  1 8 1 4 .  In 
t h i s  l e t t e r ,  he  a r g u e s ,  R i c a r d o  e m p h a s i z e s  t h e
p r o p o s i t i o n  t h a t  g e n e r a l  p r o f i t s  v a r y  w i t h  a g r i c u l t u r a l  
p r o d u c t i v i t y ,  a n d  t h e  a s s e r t i o n  t h a t  ” i t is t h e  p r o f i t s  
of t h e  f a r m e r  w h i c h  r e g u l a t e  t h e  p r o f i t s  of all o t h e r  
t r a d e s ” a p p e a r s  as  a r e s t a t e m e n t  of t h a t  p r o p o s i t i o n ,
’’n o t h i n g  m o r e  t h a n  a c a t c h - p h r a s e ” .

H o w e v e r ,  t h e  c o n t e x t  m a k e s  it c l e a r  t h a t  t h e
e x p r e s s i o n  ’’p r o f i t s  of t h e  f a r m e r ” m e a n s  t h e  r a t e  of
p r o f i t s  of a g r i c u l t u r e ,  f o r  t h a t  a s s e r t i o n  is i m m e d i a t e l y  
f o l l o w e d  by:
’’a n d  a s  t h e  p r o f i t s  of t h e  f a r m e r  m u s t  n e c e s s a r i l y  
d e c r e a s e  w i t h  e v e r y  a u g m e n t a t i o n  of c a p i t a l  e m p l o y e d  o n  
t h e  land, p r o v i d e d  n o  i m p r o v e m e n t s  b e  a t  t h e  s a m e  t i m e
m a d e  in h u s b a n d r y ,  all o t h e r  p r o f i t s  m u s t  d i m i n i s h  a n d  
t h e r e f o r e  t h e  r a t e  of i n t e r e s t  m u s t  f a l l ” ( V I , 1 0 4 )
It is e v i d e n t  h e r e  t h a t  " p r o f i t s  of t h e  f a r m e r ” c a n n o t  b e  
i n t e r p r e t e d  as  " a g r i c u l t u r a l  p r o d u c t i v i t y ” . R i c a r d o  is 
c l e a r l y  u s i n g  t h e  p r i n c i p l e  t h a t  t h e  r a t e s  of p r o f  i t m u s t  
be u n i f o r m  a c r o s s  all e m p l o y m e n t s  of c a p i t a l  ( a n d  a l s o
t h e  p r i n c i p l e  t h a t  t h e  r a t e  of i n t e r e s t  is r e g u l a t e d  b y
t h e  g e n e r a l  r a t e  of p r o f i t s ).

In s t a t i n g  t h e  d e t e r m i n i n g  r o l e  of t h e  p r o f i t s  of 
a g r i c u l t u r e ,  R i c a r d o  m e a n s  t h a t  t h e  p r o f i t  r a t e s  of o t h e r  
t r a d e s  m u s t  b e  b r o u g h t  i n t o  l ine w i t h  t h e  r a t e  of p r o f i t s  
of a g r i c u l t u r e .  T h i s ,  a p p e a r s  s t i l l  m o r e  c l e a r l y  in t h e  
E s s a y  o n  P r o f i t s  ( I V , 1 3 , 2 3 - 4 ) .  N e v e r t h e l e s s ,  H o l l a n d e r  
( 1 9 8 3 )  in r e p l y i n g  to G a r e g n a n i  d o e s  n o t  t a k e  i n t o
a c c o u n t  t h e  s t a t e m e n t s  in t h e  E s s a y  - p e r h a p s  b e c a u s e  h e  
m i s u n d e r s t o o d  S r a f f a ’s s u g g e s t i o n  of t h e  " r a t i o n a l  
f o u n d a t i o n  of t h e  p r i n c i p l e  of t h e  d e t e r m i n i n g  r o l e  of 
t h e  p r o f i t s  of a g r i c u l t u r e ” as r e f e r r i n g  o n l y  to t h e  
s t a t e m e n t  in R i c a r d o ’ s l e t t e r  to T r o w e r .  F o r  t h i s  is h o w  
he r e p r e s e n t s  it in h i s  1 9 8 3  a r t i c l e :
’’t h e  S r a f f a  p o s i t i o n  in s u p p o r t  of t h e  m a t e r i a l  t h e o r y  of
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p r o f i t s ,  ’ t h e  r a t i o n a l  f o u n d a t i o n '  of t h e  p r i n c i p l e
e x p r e s s e d  b y  R i c a r d o  in h i s  l e t t e r  to  T r o w e r  of 8 M a r c h  
1 8 1 4  t h a t  'it is t h e  p r o f i t s  of t h e  f a r m e r  w h i c h  r e g u l a t e  
t h e  p r o f i t s  of all o t h e r  t r a d e s ’ ” ( p . 1 6 7 ) .

H o w e v e r ,  S r a f f a  d e s c r i b e s  " t h e  p r i n c i p l e  of t h e
d e t e r m i n i n g  r o l e  of t h e  p r o f i t s  of a g r i c u l t u r e ” as a
b a s i c  p r i n c i p l e  to b e  f o u n d  ” b o t h  in t h e  E s s a y  a n d  in 
R i c a r d o ’ s l e t t e r s  of 1 8 1 4  a n d  e a r l y  1 8 1 5 ”
( S r a f f a , 1 9 5 1 a , p . x x x i ) .  In b o t h  c a s e s ,  t h i s  p r i n c i p l e  is 
l e f t  u n e x p l a i n e d  b y  H o l l a n d e r .  In f a c t ,  he d o e s  n o t  e v e n  
r e c o g n i z e  it as s o m e t h i n g  d i f f e r e n t  f r o m  t h e  p r i n c i p l e  of 
t h e  d e t e r m i n i n g  r o l e  of a g r i c u l t u r a l  p r o d u c t i v i t y .

F o r  h i s  p a r t ,  P e a c h  ( 1 9 8 4 , p . 7 3 5 - 6 )  a r g u e s  t h a t
R i c a r d o ’ s ’’i m p r e c i s e  a s s e r t i o n ” of a ’’’ r e g u l a t o r y ’
f u n c t i o n  f o r  f a r m e r s ’ p r o f i t s ” , in t h e  l e t t e r  to T r o w e r  
of M a r c h  1 8 1 4 ,  d o e s  n o t  m e a n  t h a t  t h e  p r o f i t s  of t h e
f a r m e r  d e t e r m i n e  t h e  p r o f i t s  of o t h e r  t r a d e s ,  as
u n d e r s t o o d  b y  S r a f f a .  P e a c h  s a y s  t h a t  S r a f f a  h a s  m a d e  a n  
’’i l l i c i t  s u b s t i t u t i o n  of a p r e c i s e  t w e n t i e t h - c e n t u r y
n o t i o n  - t h a t  of u n i q u e  d e t e r m i n a t i o n  - f o r  R i c a r d o ’ s
i m p r e c i s e  n o t i o n  of ’ r e g u l a t i o n ’ ” ( p . 7 5 0 ) .  H e  a r g u e s  t h a t  
it is ’’u n c l e a r ” w h y  S r a f f a ’ s ’’t e r m i n o l o g i c a l  t r a n s l a t i o n ” 
of ’’d e t e r m i n i n g ” f o r  " r e g u l a t o r y "  s h o u l d  b e  j u s t i f i e d  
( p . 7 3 5 ) .  As  in H o l l a n d e r  ( 1 9 8 3 ) ,  t h e s e  p o i n t s  a r e  m a d e  
w i t h o u t  t a k i n g  i n t o  a c c o u n t  - or a t  a n y  r a t e  w i t h o u t
m e n t i o n i n g  - t h e  r e g u 1 a t i n g - p r o f i t s - o f - a g r i c u 1t u r e
s t a t e m e n t s  in t h e  E s s a y  o n  P r o f i t s .

In R i c a r d o ’ s l e t t e r  to T r o w e r ,  c o n t a i n i n g  t h e  
p r o p o s i t i o n  in q u e s t i o n ,  o n e  r e a d s :
” it is t h e  p r o f i t s  of t h e  f a r m e r  w h i c h  r e g u l a t e  t h e
p r o f i t s  of all o t h e r  t r a d e s  - a n d  a s  t h e  p r o f i t s  of t h e
f a r m e r  m u s t  n e c e s s a r i l y  d e c r e a s e  ... all o t h e r  p r o f i t s  
m u s t  d i m i n i s h ” ( V I , 1 04)
Is it ’’i l l i c i t ” to ’’t r a n s l a t e ” t h e  " r e g u l a t i n g ” r o l e  of 
t h e  f a r m e r ’ s p r o f i t s  - as f o u n d  in t h i s  p a s s a g e  - as a 
’’d e t e r m i n i n g ” r o l e  in r e l a t i o n  to t h e  p r o f i t s  of o t h e r  
t r a d e s ,  a s  S r a f f a  d i d  ?

M a l t h u s ,  too, h a d  u n d e r s t o o d  R i c a r d o ’ s ’’r e g u l a t i n g ”
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r o l e  of t h e  p r o f i t s  of a g r i c u l t u r e  as  a ’’d e t e r m i n i n g ” 
r o l e ,  f o r  he so d e n i e s  it in a l e t t e r  to R i c a r d o  of 5 
A u g .  1 8 1 4 :  ” it is n o t  t h e  p a r t i c u l a r  p r o f i t s  ... u p o n  t h e
l a n d  w h i c h  d e t e r m i n e s  t h e  g e n e r a l  p r o f i t s  of s t o c k  a n d  
t h e  i n t e r e s t  of m o n e y ” (VI, 118 ) .

In a m o r e  r e c e n t  a r t i c l e  ( 1 9 8 8 ) ,  P e a c h  i n s i s t s  o n l y  
t h a t  R i c a r d o ’ s s t a t e m e n t s  o n  t h e  r e g u l a t i n g  r o l e  of t h e  
p r o f i t s  of a g r i c u l t u r e  a r e  i l l e g i t i m a t e l y  i n t e r p r e t e d  b y  
S r a f f a  to i n t e n d  a r e l a t i o n s h i p  of u n  i q u e  d e t e r m i n a t i o n :  
’’T h e  p l a u s i b i l i t y  of S r a f f a ’ s i n t e r p r e t a t i o n  l a r g e l y  
d e r i v e s  f r o m  t h e  i m p o s i t i o n  of a p r e c i s e  l o g i c a l  m e a n i n g  
o n  R i c a r d o ’ s w o r d s  w h i c h  is t h e n  a t t r i b u t e d  to h i m  ... 
[as t h o u g h ]  R i c a r d o  c o n c i o u s l y  i n t e n d e d  a r e l a t i o n s h i p  of 
u n  i q u e  d e t e r m i n a t i o n ” ( p . 1 0 8 )

H o w e v e r ,  b o t h  S r a f f a ’ s i n t e r p r e t a t i o n  a n d  P e a c h ’ s 
1 9 8 8  c r i t i q u e  e n c o m p a s s  t h e  ’’r e g u l a t i n g "  s t a t e m e n t s  in 
t h e  E s s a y  o n  P r o f i t s . H e r e ,  it is c l e a r  t h a t  g e n e r a l  
p r o f i t s  a r e  ’’r e g u l a t e d ” u n  i q u e  1 y b y  t h e  p r o f i t s  of 
a g r i c u l t u r e ,  as in t h e  f o l l o w i n g  s t a t e m e n t :
’’T h e  g e n e r a l  p r o f i t s  of s t o c k  d e p e n d  w h o l l y  o n  t h e
p r o f i t s  of t h e  l a s t  p o r t i o n  of c a p i t a l  e m p l o y e d  o n  t h e
l a n d ” ( I V , 21)
T h i s  is a ’’t r a n s l a t i o n ” f o r  t h e  ’’r e g u l a t i n g ” r o l e  of t h e  
p r o f i t s  of a g r i c u l t u r e ,  a s  s t a t e d  b e f o r e  in t h e  s a m e  
E s s a y :
’’t h e  g e n e r a l  p r o f i t s  of s t o c k  b e i n g  r e g u l a t e d  b y  t h e
p r o f i t s  m a d e  o n  t h e  l e a s t  p r o f i t a b l e  e m p l o y m e n t  of 
c a p i t a l  o n  a g r i c u l t u r e ” ( I V , 13)

In h i s  1 9 8 8  a r t i c l e ,  P e a c h  r e f e r s  to t h i s  
p r o p o s i t i o n  t h a t  g e n e r a l  p r o f i t s  d e p e n d  ’’w h o l l y ” o n  t h e  
p r o f i t s  of a g r i c u l t u r e ,  b u t  h e  a t t r i b u t e s  s u c h  " s t r o n g "  
s t a t e m e n t s  to  a p r e s u m e d  ’’e n t h u s i a s m ” t h a t  R i c a r d o  m i g h t  
h a v e  f e l t  f o r  h i s  n e w  t h e o r y  of p r o f i t s ,  w h i c h  w o u l d  h a v e  
led h i m  to ’’o v e r s t a t e ” h i s  s u p p o s e d l y  i m p r e c i s e  n o t i o n  of 
t h e  r e g u l a t i n g  r o l e  of t h e  f a r m e r ’ s p r o f i t s .  P e r h a p s  
P e a c h  m a k e s  t h i s  s u g g e s t i o n  b y  a n a l o g y  w i t h  h i s  o w n  
e n t h u s i a s m  f o r  h i s  ’’n e w  i n t e r p r e t a t i o n ” , w h i c h  w o u l d  h a v e  
led h i m  to s u c h  ’’s t r o n g ” s t a t e m e n t s  as:
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" [ S r a f f a ’ s] c o r n  m o d e l  is a g r a t u i t o u s  a t t r i b u t i o n  to
R i c a r d o "  ( 1 9 8 8 , p . 109)
" t h i s  i n t e r p r e t a t i v e  m a n e u v r e  [ S r a f f a ' s  " c o r n  m o d e l
r a t i o n a l e "  u p o n  t h e  " i m p o s i t i o n  of a p r e c i s e  l o g i c a l  
m e a n i n g  o n  R i c a r d o ’ s w o r d s  w h i c h  is t h e n  a t t r i b u t e d  to 
h i m " ]  r e s t s  o n  n o t h i n g  m o r e  t h a n  p u r e ,  u n f o u n d e d
s u p p o s i t i o n "  ( 1 9 8 8 , p . 108)

It is s u p e r f l u o u s  to d w e l l  o n  P e a c h ’ s g r a t u i t o u s
a t t r i b u t i o n  of R i c a r d o ’ s " s t r o n g "  s t a t e m e n t s  to a 
s u p p o s e d  " e n t h u s i a s m " .  B u t  it is i n t e r e s t i n g  to n o t e  t h a t  
R i c a r d o  h i m s e l f  let us k n o w  t h a t ,  in s t a t i n g
r e l a t i o n s h i p s  b e t w e e n  e c o n o m i c  v a r i a b l e s ,  he s u b m i t t e d  
t h e m  a s  p r o p o s i t i o n s  w h i c h  a d m i t  a r a t i o n a l
d e m o n s t r a t i o n ,  in s p i t e  of a n y t h i n g  l i k e  e n t h u s i a s m  t h a t
h e  m i g h t  h a v e  f e l t  a b o u t  h i s  t h e o r i e s :
"I k n o w  t h e  s t r o n g  d i s p o s i t i o n  of e v e r y  m a n  to d e c e i v e  
h i m s e l f  in h i s  e a g e r n e s s  to p r o v e  a f a v o u r i t e  t h e o r y ,  y e t  
I c a n n o t  h e l p  v i e w i n g  t h i s  q u e s t i o n  [ t h e  r o l e  of
" d i f f i c u l t y "  or " f a c i l i t y "  of p r o d u c t i o n  in t h e  
d e t e r m i n a t i o n  of " n a t u r a l  p r i c e " ]  a s  a t r u t h  w h i c h  a d m i t s  
of d e m o n s t r a t i o n "  ( l e t t e r  to M a l t h u s  of 3 0  J a n .  1 8 1 8 ,
V I I ,  p . 2 5 1 )

P e a c h  ( 1 9 8 4 , p . 7 3 5 )  r e c o g n i z e s  t h a t ,  if R i c a r d o ’ s o w n  
p r o p o s i t i o n  o n  t h e  r e g u l a t i n g  r o l e  of a g r i c u l t u r a l  
p r o f i t s  m e a n t  S r a f f a ’s " t r a n s l a t e d  p o s i t i o n " ,  t h e n  - as 
a r g u e d  b y  G a r e g n a n i  ( 1 9 8 2 , p . 68) - it c a n  f i n d  a " r a t i o n a l
f o u n d a t i o n "  on 1y in t h e  " c o r n  m o d e l "  a r g u m e n t  i n t e r p r e t e d
b y  S r a f f a .  N e v e r t h e l e s s ,  he a r g u e s ,  to b e l i e v e  t h a t  " t h e
t r a n s l a t e d  p o s i t i o n  w a s  u n d e r p i n n e d  b y  a l o g i c a l l y  
c o n s i s t e n t  m o d e l " ,  or t h a t  " t h e r e  m u s t  h a v e  b e e n  a 
l o g i c a l l y  c o h e r e n t  r a t i o n a l e  f o r  t h e  i n t e r p r e t e d
p o s i t i o n "  ( p . 7 5 1 ) ,  w o u l d  b e  a n o t h e r  " h e r o i c
i n t e r p r e t a t i v e  a s s u m p t i o n " .

H o w e v e r ,  he  s e e m s  to h a v e  r e c o g n i z e d  t h a t  S r a f f a  
p r e s e n t e d  s o m e  t e x t u a l  e v i d e n c e  w h i c h ,  he b e l i e v e d ,  
r e v e a l s  a " r a t i o n a l  f o u n d a t i o n "  u n d e r l y i n g  R i c a r d o ’ s
p o s i t i o n .  In f a c t ,  P e a c h  ( 1 9 8 4 , p . 7 3 6  e t s e q . ) p r o c e e d s  to 
a r g u e  t h a t  t h e  p i e c e s  of e v i d e n c e  p r e s e n t e d  b y  S r a f f a  d o
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n o t  s u p p o r t  t h e  " c o r n  m o d e l "  i n t e r p r e t a t i o n .  P e a c h  s e e m s  
to h a v e  r e a l i z e d  t h a t  t h e  e s t a b l i s h m e n t  of t h i s  p o i n t  is 
a p r e - c o n d i t i o n  fo r  h i s  c o n c l u s i o n  t h a t  S r a f f a ’ s 
i n t e r p r e t a t i o n  w a s  "a p r o j e c t i o n  o n  to R i c a r d o ’ s 
w r i t i n g s :  a f i g m e n t  of S r a f f a ’ s i m a g i n a t i o n "  ( p . 7 5 0 ) .
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4. T h e  e v i d e n c e  p r e s e n t e d  b y  S r a f f a

S r a f f a  o b s e r v e s  t h a t  t h e  " c o r n - r a t i o "  a r g u m e n t  " i s  
n e v e r  s t a t e d  b y  R i c a r d o  in a n y  of h i s  e x t a n t  l e t t e r s  a n d  
p a p e r s ” , b u t  h e  p r e s e n t s  s o m e  i n d i r e c t  e v i d e n c e  w h i c h ,  he 
b e l i e v e s ,  " e c h o "  or " r e f l e c t ” t h a t  " r a t i o n a l  f o u n d a t i o n ” 
( 1 9 5 1 a , p . x x x i - i i )

4 . 1 .  Mai thus'1 s c r i t i q u e  of t h e  " m a t e r i a l  r a t e  of p r o d u c e ” 
u p o n  t h e  l a n d

S r a f f a  s u g g e s t s  t h a t  R i c a r d o  " m u s t  h a v e  f o r m u l a t e d ” 
t h e  " c o r n - r a t i o ” a r g u m e n t  " e i t h e r  in h i s  l o s t  ’ p a p e r s  o n  
t h e  p r o f i t s  of C a p i t a l ’ of M a r c h  1 8 1 4  C s e e  V I , 1 0 2 - 5 3  or 
in c o n v e r s a t i o n ,  s i n c e  M a l t h u s  o p p o s e s  h i m  in t h e  
f o l l o w i n g  t e r m s  w h i c h  a r e  n o  d o u b t  a n  e c h o  of R i c a r d o ’ s 
f o r m u l a t i o n :  ’ In n o  c a s e  of p r o d u c t i o n ,  is t h e  p r o d u c e
e x a c t l y  of t h e  s a m e  n a t u r e  a s  t h e  c a p i t a l  a d v a n c e d .  
C o n s e q u e n t l y  w e  c a n  n e v e r  p r o p e r l y  r e f e r  to a m a t e r i a l  
r a t e  of p r o d u c e  ... It is n o t  t h e  p a r t i c u l a r  p r o f i t s  or 
r a t e  of p r o d u c e  u p o n  t h e  l a n d  w h i c h  d e t e r m i n e s  t h e  
g e n e r a l  p r o f i t s  of. s t o c k  a n d  t h e  i n t e r e s t  of m o n e y ’ 
[ L e t t e r  of 5 A u g .  1 8 1 4 ,  VI, 1 1 7 - 8 3 . ”

H o l l a n d e r  ( 1 9 7 9 , p . 1 2 7 - 8 )  a r g u e s  t h a t  " R i c a r d o ' s
a r g u m e n t  i s p e r h a p s  e x t a n t ;  it m a y  w e l l  b e  c o n t a i n e d  in 
t h e  l e t t e r  of 2 5  J u l y  ... u p o n  w h i c h  M a l t h u s  w a s  a c t u a l l y  
c o m m e n t i n g . ” H e  t h e n  q u o t e s  t h e  r e l e v a n t  p a s s a g e  f r o m  
R i c a r d o ’ s l e t t e r  of 2 5  J u l y  1 8 1 4  ( V I , 1 1 4 - 5 ) ,  e m p h a s i z i n g  
t h e  f o l l o w i n g  s t a t e m e n t :
" T h e  c a p i t a l i s t  ’w h o  m a y  f i n d  it n e c e s s a r y  to e m p l o y  a 
h u n d r e d  d a y s  l a b o u r  i n s t e a d  of f i f t y  in o r d e r  to  p r o d u c e
a c e r t a i n  q u a n t i t y  of c o r n ’ c a n n o t  r e t a i n  t h e  s a m e  s h a r e
f o r  h i m s e l f  u n l e s s  t h e  l a b o u r e r s  w h o  a r e  e m p l o y e d  f o r  a 
h u n d r e d  d a y s  w i l l  b e  s a t i s f i e d  w i t h  t h e  s a m e  q u a n t i t y  of 
c o r n  f o r  t h e i r  s u b s i s t e n c e  t h a t  t h e  l a b o u r e r s  e m p l o y e d  
f o r  f i f t y  h a d  b e f o r e . ” ( V I , 1 1 4 - 5 ; t h e  p h r a s e  q u o t e d  b e i n g  
f r o m  M a l t h u s ’ s l e t t e r  to w h i c h  t h i s  o n e  is a
r e p l y , V I , 1 1 1 )
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H o l l a n d e r  ( 1 9 7 9 )  t h u s  r e c o g n i z e s  a c o r n - r a t i o  in 
t h i s  s t a t e m e n t ,  b u t  he r e j e c t s  S r a f f a ’ s s u g g e s t i o n  t h a t  
R i c a r d o  m u s t  h a v e  f o r m u l a t e d  h i s  c o r n - r a t i o  a r g u m e n t  
e i t h e r  in t h e  l o s t  m a n u s c r i p t  o n  p r o f i t s  or in
c o n v e r s a t i o n .  H e  t h e r e b y  r e p r e s e n t s  t h i s  " c o r n - r a t i o ” 
s t a t e m e n t  as a c a s u a l  r e p l y  to M a l t h u s ,  r a t h e r  t h a n  a n
i n t e g r a l  p a r t  of R i c a r d o ’ s e a r l y  t h e o r y  of p r o f i t s .

H o l l a n d e r  ( 1 9 8 3 , p . 168) s a y s  t h a t  S r a f f a ’ s r e a d i n g  of 
M a l t h u s ’ s c o m m e n t  as  a n  " e c h o ” of R i c a r d o ’ s l o s t
f o r m u l a t i o n  is " e n t i r e l y  u n c o n v i n c i n g " ,  f o r  it " n e g l e c t s  
t h e  c o n t e x t ” of M a l t h u s ’s o b j e c t i o n .  H e  a r g u e s :
" M a l t h u s  o b v i o u s l y  h a d  in m i n d  n e i t h e r  R i c a r d o ’ s
m a n u s c r i p t  n o r  h i s  c o n v e r s a t i o n  as S r a f f a  s u g g e s t s ,  b u t  
s p e c i f i c a l l y  R i c a r d o ’ s l e t t e r  of 2 5  J u l y  to w h i c h  he w a s  
r e p l y i n g .  T h e r e  is no n e e d  t h e n  f o r  a n y  f u r t h e r
s p e c u l a t i o n  r e g a r d i n g  t h e  o r i g i n  in R i c a r d o  of M a l t h u s ’ s 
f o r m u l a t i o n . "

H o w e v e r ,  t h e  f a c t  t h a t  " M a l t h u s  o b v i o u s l y  h a d  in
m i n d  ... R i c a r d o ’ s l e t t e r  of 2 5  J u l y ” d o e s  n o t  w a r r a n t
t h e  c o n c l u s i o n  t h a t  " M a l t h u s  ... h a d  in m i n d  n e i t h e r
R i c a r d o ’ s m a n u s c r i p t  n o r  h i s  c o n v e r s a t i o n  as S r a f f a  
s u g g e s t s . ” T h i s  c o n c l u s i o n ,  n o t  o n l y  d o e s  n o t  f o l l o w  f r o m
t h e  p r e m i s e ,  b u t  it n e g l e c t s  t h e  c o n t e n t  a n d  t h e  c o n t e x t
of M a l t h u s ’s p a s s a g e  q u o t e d  b y  S r a f f a .  T h i s  p a s s a g e
i n c l u d e s  t h e  o b j e c t i o n :  " i t  is n o t  t h e  p a r t i c u l a r  p r o f i t s
or r a t e  of p r o d u c e  u p o n  t h e  l a n d  w h i c h  d e t e r m i n e s  t h e
g e n e r a l  p r o f i t s  of s t o c k  a n d  t h e  i n t e r e s t  of m o n e y ” .
H o w e v e r ,  R i c a r d o ’ s l e t t e r  of 2 5  J u l y ,  to w h i c h  M a l t h u s
w a s  r e p l y i n g ,  c o n t a i n s  no  s t a t e m e n t  of R i c a r d o ’ s p o s i t i o n  
t h a t  " i t  is t h e  p r o f i t s  of t h e  f a r m e r  w h i c h  r e g u l a t e  t h e  
p r o f i t s  of all o t h e r  t r a d e s  C a n d  t h e r e f o r e  t h e  r a t e  of 
i n t e r e s t ] " ,  as a s s e r t e d  in h i s  l e t t e r  to T r o w e r  of M a r c h  
1 8 1 4  ( V I , 104 ) .  N o r  is t h e  r e g u l a t i n g  r o l e  of t h e  p r o f i t s  
of a g r i c u l t u r e  s t a t e d  in a n y  o t h e r  e x t a n t  l e t t e r  to
M a l t h u s  b e f o r e  t h e  r e p l y  of 5 A u g .  181 4 .  T h e r e f o r e  o n e
c a n n o t  a c c e p t  H o l l a n d e r ’s c o n c l u s i o n  t h a t  " T h e r e  is n o
n e e d  t h e n  f o r  a n y  f u r t h e r  s p e c u l a t i o n  r e g a r d i n g  t h e  
o r i g i n  in R i c a r d o  of M a l t h u s ’ s f o r m u l a t i o n " .
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I n s t e a d  of f u r t h e r  " s p e c u l a t i o n " ,  S r a f f a  p r e s e n t s  
a d d i t i o n a l  f a c t s .  H e  o b s e r v e s  ( l o c . c i t . )  t h a t  M a l t h u s  h a d  
a r g u e d  b e f o r e  w i t h  R i c a r d o  t h a t  ’’t h e  p r o f i t s  of t h e  
f a r m e r  n o  m o r e  r e g u l a t e  t h e  p r o f i t s  of o t h e r  t r a d e s ,  t h a n  
t h e  p r o f i t s  of o t h e r  t r a d e s  r e g u l a t e  t h e  p r o f i t s  of t h e  
f a r m e r ” , as R i c a r d o  let us  k n o w  in h i s  l e t t e r  to T r o w e r  
of M a r c h  1 8 1 4  ( V I , 104 ) .  A s  n o t e d  e l s e w h e r e  b y  S r a f f a  
( 1 9 5 1 b , p . 3), t h i s  l e t t e r  c o n t a i n s  a s u m m a r y  of t h e
a r g u m e n t  in R i c a r d o ’ s l o s t  ’’p a p e r s  o n  t h e  p r o f i t s  of 
C a p i t a l ” , w h i c h  he h a d  w r i t t e n  b y  M a r c h  1 8 1 4 ,  b u t  w h i c h
h a v e  n o t  s u r v i v e d ? - S r a f f a  n o t e s  t h a t  h e  ’’h a d  s h o w n ” t h e m
to M a l t h u s ,  a s  c a n  b e  i n f e r r e d  f r o m  T r o w e r ’ s l e t t e r  to 
R i c a r d o  of 2 M a r c h  1 8 1 4 ,  w h e r e  T r o w e r  m e n t i o n s  ’’y o u r  v e r y  
i n t e r e s t i n g  p a p e r s  o n  t h e  p r o f i t s  of C a p i t a l ” a n d  a s k s :
’’H a v e  y o u  M a l t h u s ’ s r e p l y  to y o u . ” ( V I , 1 02)

It is c l e a r ,  t h e r e f o r e ,  t h a t  M a l t h u s  h a d  r e a d  
R i c a r d o ’ s l o s t  m a n u s c r i p t  o n  p r o f i t s .  A n d  w h a t  d i d  h e
r e a d  t h e r e  ? S o m e t h i n g  w h i c h  a p p e a r s  s u m m e d  u p  in 
R i c a r d o ’ s l e t t e r  to  T r o w e r  of 8 M a r c h  1 8 1 4 :
” in s h o r t  it is t h e  p r o f i t s  of t h e  f a r m e r  w h i c h  r e g u l a t e  
t h e  p r o f i t s  of all o t h e r  t r a d e s ,  - a n d  as t h e  p r o f i t s  of 
t h e  f a r m e r  m u s t  n e c e s s a r i l y  d e c r e a s e  ... all o t h e r  
p r o f i t s  m u s t  d i m i n i s h  a n d  t h e r e f o r e  t h e  r a t e  of i n t e r e s t  
m u s t  f a l l ” ( V I , 104)
Ri c a r d o  a d d s :
" T o  t h i s  p r o p o s i t i o n  Mr. M a l t h u s  d o e s  n o t  a g r e e .  H e
t h i n k s  ... t h a t  t h e  p r o f i t s  of t h e  f a r m e r  n o  m o r e
r e g u l a t e  t h e  p r o f i t s  of o t h e r  t r a d e s ,  t h a n  t h e  p r o f i t s  of 
o t h e r  t r a d e s  r e g u l a t e  t h e  p r o f i t s  qf t h e  f a r m e r ” ( V I , 104) 

R e t u r n i n g  to M a l t h u s ’s l e t t e r  of 5 A u g u s t ,  w e  f i n d  
h i m  a g a i n  d e n y i n g  R i c a r d o ’ s p o s i t i o n ,  in t h e  f o l l o w i n g
terms:
” It is n o t  t h e  p a r t i c u l a r  p r o f i t s  or r a t e  of p r o d u c e  u p o n  
t h e  l a n d  w h i c h  d e t e r m i n e s  t h e  g e n e r a l  p r o f i t s  of s t o c k

1 S r a f f a  ( 1 9 5 1 b ,p . 4 , n . ;V I , 1 0 2 , n . ) s u g g e s t s  t h a t  t h e  f i r s t  
p a r t  of t h e  E s s a y  o n  P r o f i t s  ( I V , 1 0 - 2 6 )  m a y  b e  a r e v i s e d  
v e r s i o n  of s u c h  ’’p a p e r s  o n  t h e  p r o f i t s  of C a p i t a l ” .



a n d  t h e  i n t e r e s t  of m o n e y ” ( V I , 1 1 8 ; e m p h a s i s  m i n e )
H e  t h e n  ar  g u e s :
” In n o  c a s e  of p r o d u c t i o n ,  is t h e  p r o d u c e  e x a c t l y  of t h e  
s a m e  n a t u r e  as t h e  c a p i t a l  a d v a n c e d .  C o n s e q u e n t l y  w e  c a n  
n e v e r  p r o p e r l y  r e f e r  to a m a t e r i a l  r a t e  of p r o d u c e ” 
( V I , 117)
M a l t h u s  s e e m s  to h a v e  u n d e r s t o o d  R i c a r d o ’ s t h e o r y  as 
s o m e h o w  c o n n e c t i n g  or i d e n t i f y i n g  t h e  r a t e  of p r o f i t s  o n  
t h e  l a n d  w i t h  a " m a t e r i a l  r a t e  of p r o d u c e ” .

H e n c e  S r a f f a ’ s c o n c l u s i o n  t h a t  M a l t h u s ’ s o b j e c t i o n  
in t h i s  l e t t e r  of 5 A ug. 1 8 1 4  is ” n o  d o u b t ” a n  " e c h o ” of 
a " c o r n - r a t i o ” a r g u m e n t  w h i c h  m u s t  h a v e  s u p p o r t e d
R i c a r d o ’ s p r o p o s i t i o n  s t a t i n g  t h e  d e t e r m i n i n g  r o l e  of t h e  
p r o f i t s  of a g r i c u l t u r e ,  e i t h e r  in t h e  l o s t  m a n u s c r i p t  o n
p r o f i t s  o n  in c o n v e r s a t i o n .

T h e  d i f f i c u l t y  p o s e d  b y  t h e  t e x t u a l  e v i d e n c e  is 
t h a t ,  w h e r e  t h e r e  is a c o r n - r a t i o ,  a s  in t h e  l e t t e r  to
M a l t h u s  of 25 J u l y ,  t h e r e  is n o  s t a t e m e n t  of t h e
d e t e r m i n i n g  r o l e  of t h e  p r o f i t s  of a g r i c u l t u r e ;  a n d  w h e r e
t h i s  r o l e  is s t a t e d ,  a s  in t h e  M a r c h  l e t t e r  to T r o w e r ,
t h e r e  is n o  r e f e r e n c e  to a c o r n - r a t i o .  N e v e r t h e l e s s ,  t h e
c o n n e c t i o n  b e t w e e n  t h e  t w o  is s u g g e s t e d  b y  M a l t h u s ’ s 
d e n i a l  of b o t h  i d e a s  t o g e t h e r ,  in t h e  l e t t e r  of 5 A u g u s t .
It is a l s o  s u g g e s t e d  b y  t h e  f a c t  t h a t ,  in t h e  M a r c h
l e t t e r ,  R i c a r d o  a s s o c i a t e s  t h e  r e g u l a t i n g  r o l e  of t h e  
f a r m e r ’ s p r o f i t s  w i t h  t h e  p r o p o s i t i o n  t h a t  t h e y
n e c e s s a r i l y  fall " u n l e s s  t h e r e  b e  i m p r o v e m e n t s  in
a g r i c u l t u r e ” ( V I , 1 0 4 ) ;  w h e r e a s ,  in t h e  J u l y  l e t t e r ,  he
a r g u e s  t h a t  t h e  p r o f i t s  of t h e  f a r m e r  n e c e s s a r i l y  f a l l  if
it is " n e c e s s a r y  to e m p l o y  a h u n d r e d  d a y s  l a b o u r  i n s t e a d
of f i f t y  in o r d e r  to p r o d u c e  a c e r t a i n  q u a n t i t y  of c o r n  
... u n l e s s  t h e  l a b o u r e r s  w h o  a r e  e m p l o y e d  f o r  a h u n d r e d  
d a y s  w i l l  b e  s a t i s f i e d  w i t h  t h e  s a m e  q u a n t i t y  of c o r n  f o r  
t h e i r  s u b s i s t e n c e  t h a t  t h e  l a b o u r e r s  e m p l o y e d  f o r  f i f t y  
h a d  b e f o r e ” ( V I , 1 1 4 - 5 ) .  F o r  R i c a r d o  (as f o r  S m i t h  a n d  
M a l t h u s ) ,  " i m p r o v e m e n t s  in a g r i c u l t u r e ” or n e w
" f a c i l i t i e s  in t h e  p r o d u c t i o n  of c o r n ” w i l l  " a f f o r d  t h e
s a m e  p r o d u c e  w i t h  less l a b o u r ” , as he p u t s  it in t h e
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E s s a y  ( I V , 19).
It s e e m s  e v i d e n t  t h a t  t h e  r e g u l a t i n g  r o l e  of t h e  

f a r m e r ’ s p r o f i t s  a n d  t h e  m a t e r i a l  " r a t e  of p r o d u c e  u p o n
t h e  l a n d ” - or r a t h e r  t h e  ” c o r n - r a t i o ” b e t w e e n  t h e
q u a n t i t y  of c o r n  p r o d u c e d  a n d  t h e  q u a n t i t y  of c o r n  
c o n s u m e d  f o r  t h e  s u b s i s t e n c e  of t h e  l a b o u r e r s  e m p l o y e d  -
a r e  p a r t s  of t h e  s a m e  a r g u m e n t  in R i c a r d o ’ s m i n d  a t  t h a t
t i m e  ( M a r c h - J u l y  1 8 1 4 ) .

S i n c e  R i c a r d o  a s s u m e s  t h a t  t h e  r a t e s  of p r o f i t  m u s t  
b e  u n i f o r m  a c r o s s  all e m p l o y m e n t s  of c a p i t a l ,  h e  c o u l d  
l o g i c a l l y  h a v e  a d d e d  to t h e  ” c o r n - r a t i o ” p a s s a g e  of t h e  
J u l y  l e t t e r  a s i m i l a r  s t a t e m e n t  to t h e  o n e  in t h e  M a r c h  
l e t t e r :  ” it is t h e  p r o f i t s  of t h e  f a r m e r  w h i c h  r e g u l a t e
t h e  p r o f i t s  of all o t h e r  t r a d e s ,  - a n d  as t h e  p r o f i t s  of 
t h e  f a r m e r  m u s t  n e c e s s a r i l y  d e c r e a s e  ... al l  o t h e r  
p r o f i t s  m u s t  d i m i n i s h  a n d  t h e r e f o r e  t h e  r a t e  of i n t e r e s t  
m u s t  f a l l ” ( V I , 1 0 4). H e  d i d  n o t .  Y e t  M a l t h u s  i n c l u d e d  in 
h i s  r e p l y  t h e  o b j e c t i o n :  ” It is n o t  t h e  p a r t i c u l a r
p r o f i t s  or r a t e  of p r o d u c e  u p o n  t h e  l a n d  w h i c h  d e t e r m i n e s  
t h e  g e n e r a l  p r o f i t s  of s t o c k  a n d  t h e  i n t e r e s t  of m o n e y ” .

H o w e v e r ,  P e a c h  ( 1 9 8 4 )  l o o k s  a t  t h e  s u b s e q u e n t  r e p l y  
f r o m  R i c a r d o  to M a l t h u s  in o r d e r  t o  d e c i d e  w h e t h e r  
M a l t h u s ’ s o b j e c t i o n  is t h e  " e c h o ” w h i c h  S r a f f a  b e l i e v e s  
it is. P e a c h  a r g u e s  t h a t  "If t h i s  h a d  b e e n  so, w e  m i g h t  
e x p e c t  R i c a r d o  to h a v e  d e f e n d e d  h i s  ’c o r n  m o d e l ’
a s s u m p t i o n s  w h e n  r e p l y i n g  to M a l t h u s ” . H a v i n g  n o t  f o u n d  
w h a t  " w e  m i g h t  e x p e c t ” - h a v i n g  f o u n d  i n s t e a d  a
d i s t i n c t i o n  b e t w e e n  t h e  " e s t i m a t i o n "  of a n a t i o n ’ s 
p r o f i t s  b y  m o n e y  or b y  t h e  " m a t e r i a l  p r o d u c t i o n ” 
c o m p r i s i n g  " c o m m o d i t i e s  of all d e s c r i p t i o n s ” ( V I , 1 2 1 )  -
P e a c h  s u g g e s t s  t h a t  " a n y  p r e v i o u s  r e f e r e n c e  b y  R i c a r d o  to 
a ’m a t e r i a l  r a t e  of p r o d u c e ’ ... w a s  n o t  p r e d i c a t e d  o n  
p r o d u c t - c a p i t a l  h o m o g e n e i t y ” ( p . 7 3 7 ) .

H o w e v e r ,  in v i e w  of R i c a r d o ’ s p r e v i o u s  l e t t e r  to 
M a l t h u s  (25 J u l y  1 8 1 4 ) ,  to w h i c h  M a l t h u s  w a s  r e p l y i n g ,  
o n e  m a y  p r e f e r  n o t  to a c c e p t  P e a c h ’ s s u g g e s t i o n ,  b e c a u s e  
in t h i s  l e t t e r  o n e  r e a d s :
" T h e  c a p i t a l i s t  ’w h o  m a y  f i n d  it n e c e s s a r y  to e m p l o y  a
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h u n d r e d  d a y s  l a b o u r  i n s t e a d  of f i f t y  in o r d e r  to p r o d u c e  
a c e r t a i n  q u a n t i t y  of c o r n ’ c a n n o t  r e t a i n  t h e  s a m e  s h a r e  
f o r  h i m s e l f  u n l e s s  t h e  l a b o u r e r s  w h o  a r e  e m p l o y e d  f o r  a 
h u n d r e d  d a y s  w i l l  b e  s a t i s f i e d  w i t h  t h e  s a m e  q u a n t i t y  of 
c o r n  f o r  t h e i r  s u b s i s t e n c e  t h a t  t h e  l a b o u r e r s  e m p l o y e d
f o r  f i f t y  h a d  b e f o r e . ” ( I V , 1 1 4 - 5 )

In t h i s  p a s s a g e ,  R i c a r d o  s p e a k s  of t h e  " q u a n t i t y  of 
c o r n  f o r  t h e i r  s u b s i s t e n c e ” a s  b e i n g  t h e  w a g e s  of t h e
l a b o u r e r s ,  a n d  t h u s  t h e s e  w a g e s  a r e  c o n c e i v e d  as
c o n s i s t i n g  of c o r n .  M o r e o v e r ,  s i n c e  s u c h  l a b o u r e r s  a r e  
e m p l o y e d  in t h e  p r o d u c t i o n  of c o r n  it e v i d e n t l y  f o l l o w s  
t h a t  w a g e s  c o n s i s t  of t h e  s a m e  c o m m o d i t y  a s  t h e  p r o d u c t ,  
n a m e l y  c o r n .  H e n c e  t h e  " c o r n - r a t i o "  b e t w e e n  p r o d u c t i o n  
a n d  c o n s u m p t i o n ,  o n  w h i c h  t h e  p r o f i t  " s h a r e ” of t h e
f a r m e r  d e p e n d s .

Is S r a f f a ' s  " r a t i o n a l  f o u n d a t i o n "  of R i c a r d o ’ s
d e t e r m i n i n g  r o l e  of t h e  f a r m e r ’ s p r o f i t s  - " t h a t  in
a g r i c u l t u r e  t h e  s a m e  c o m m o d i t y ,  n a m e l y  c o r n ,  f o r m s  b o t h
t h e  c a p i t a l  ( c o n c e i v e d  as  c o m p o s e d  of t h e  s u b s i s t e n c e  
n e c e s s a r y  fo r  w o r k e r s )  a n d  t h e  p r o d u c t "  - a m e r e
" p r o j e c t i o n  o n  to R i c a r d o ’ s w r i t i n g s ,  a f i g m e n t  of
S r a f f a ’ s i m a g i n a t i o n " ,  as P e a c h  c o n c l u d e s  ?

E l s e w h e r e  in h i s  a r g u m e n t ,  P e a c h  ( 1 9 8 4 )  c o m e s  to 
t h i s  l e t t e r  of 2 5  J u l y ,  t h o u g h  n o t  in c o n n e c t i o n  w i t h  
M a l t h u s ’ s r e p l y ,  or t h e  " e c h o "  s u g g e s t e d  b y  S r a f f a .
C r i t i c i z i n g  H o l l a n d e r ,  P e a c h  s a y s  t h a t  " s u r p r i s i n g l y "  he 
" d i v i n e s "  a " c o r n  m o d e l "  in t h i s  p a s s a g e  a b o u t  t h e  
f a r m e r ’ s p r o f i t s  in t h e  p r o d u c t i o n  of c o r n .  H e  t h e n
a r g u e s  t h a t  - a s  a p p e a r s  f r o m  t h e  s e n t e n c e  f o l l o w i n g  t h i s  
p a s s a g e  ( V I , 115) - t h e  p r o d u c t i o n  of c o r n  is n o t  s u p p o s e d
to  b e  e f f e c t e d  b y  " u n a s s i s t e d  l a b o u r " ,  a n d  t h u s  t h e
c a p i t a l  e m p l o y e d  b y  t h e  f a r m e r  m i g h t  i n c l u d e  o t h e r  i n p u t s  
( p a r t i c u l a r l y  m a n u f a c t u r e s ) ,  b e s i d e s  w a g e s  a d v a n c e d .  T h i s  
is i n d e e d  a p o s s i b i l i t y  s u g g e s t e d  b y  R i c a r d o ’ s a r g u m e n t  
in t h i s  l e t t e r  - i r r e s p e c t i v e  of w h e t h e r  w a g e s  a d v a n c e d
c o n s i s t  o n l y  of c o r n ,  or, as  P e a c h  b e l i e v e s ,  i n c l u d e  
o t h e r  c o m m o d i t i e s  as w e l l .  T h i s  q u e s t i o n  is d i s c u s s e d  in 
s e c t i o n  4 . 3  b e l o w  in c o n n e c t i o n  w i t h  R i c a r d o ’ s e x p l i c i t
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i n c l u s i o n  of f i x e d  c a p i t a l  in h i s  d e s c r i p t i o n  of t h e  
f a r m e r ’ s c a p i t a l ,  in t h e  a r g u m e n t  of t h e  E s s a y  o n
P r o f i t s ,



137

4 .2. R i c a r d o ’ s l e t t e r  of J u n e  1 8 1 4

S r a f f a  ( 1 9 5 1 a , p . x x x i i ) p o i n t s  to a " s t r i k i n g
p a s s a g e "  in R i c a r d o ’ s l e t t e r  to M a l t h u s  of 2 6  J u n e  1 8 1 4  
as b e i n g  t h e  " n e a r e s t  t h a t  R i c a r d o  c o m e s  to a n  e x p l i c i t
s t a t e m e n t  on t h e s e  C c o r n  m o d e l ]  l i n e s ” :
" T h e  r a t e  of p r o f i t s  a n d  of i n t e r e s t  m u s t  d e p e n d  on  t h e
p r o p o r t i o n  of p r o d u c t i o n  to t h e  c o n s u m p t i o n  n e c e s s a r y  to
s u c h  p r o d u c t i o n "  ( V I , 108)

H o l l a n d e r  ( 1 9 7 9 , p . 1 25) a r g u e s  t h a t ,  w h a t  R i c a r d o  h a d  
in m i n d  - a n d  w h i c h  " d o e s  n o t  e n t a i l "  t h e  c o r n - m o d e l  
a r g u m e n t  - is t h a t  t h e  g e n e r a l  r a t e  of p r o f i t  d e p e n d s  o n  
t h e  m o n e y  w a g e  r a t e ,  w h i c h  is g o v e r n e d  in t u r n  b y  t h e  
m o n e y  p r i c e  of f o o d .  T h i s  is, i n d e e d ,  s t a t e d  b y  R i c a r d o  
h i m s e l f  i m m e d i a t e l y  a f t e r  t h e  " p r o p o r t i o n  of p r o d u c t i o n ” 
s t a t e m e n t  in t h i s  l e t t e r .

N e v e r t h e l e s s ,  t h e  f a c t  t h a t  R i c a r d o  h a d  in m i n d  t h e  
d e t e r m i n a t i o n  of t h e  g e n e r a l  r a t e  of p r o f i t s  b y  m e a n s  of 
t h e  m o n e y  p r i c e s  of f o o d  a n d  l a b o u r  - a n d  t h a t  t h i s  
m e c h a n i s m  d o e s  n o t  n e c e s s a r i l y  e n t a i l  t h e  c o r n - m o d e l  
r e a s o n i n g  - is n o t  a p r o o f  t h a t  R i c a r d o  d i d  n o t  h a v e  in 
m i n d  a c o r n  m o d e l .  H o l l a n d e r  a r g u e s  as if t h e  f o r m e r
e x c l u d e d  t h e  l a t t e r .  T h u s ,  f o r  i n s t a n c e ,  he a r g u e s  in h i s
1 9 8 3  a r t i c l e  t h a t  " t h e  m e c h a n i s m  w h e r e b y  m a n u f a c t u r i n g
p r o f i t s  w e r e  a l r e a d y  e n v i s a g e d  in 1 8 1 4  as c o m i n g  i n t o
l i n e  w i t h  t h o s e  in a g r i c u l t u r e  e n t a i l s  u p w a r d  p r e s s u r e  o n  
m o n e y  w a g e s  d u e  to h i g h e r  c o r n  p r i c e s ,  a n d  n o t  t h a t  
c l a i m e d  b y  S r a f f a " (p . 1 7 2 ; e m p h a s i s  m i n e )  - " n a m e l y  t h a t  
’.if t h e r e  is t o  b e  a u n i f o r m  r a t e  of p r o f i t  in all t r a d e s  
it is t h e  e x c h a n g e a b l e  v a l u e s  of t h e  p r o d u c t s  of o t h e r  
t r a d e s  r e l a t i v e l y  to t h e i r  o w n  c a p i t a l s  (i.e. r e l a t i v e l y  
to c o r n )  t h a t  m u s t  b e  a d j u s t e d  so a s  to y i e l d  t h e  s a m e  
r a t e  of p r o f i t  a s  h a s  b e e n  e s t a b l i s h e d  in t h e  g r o w i n g  of 
c o r n ’ " ( p . l 7 3 ; t h e  q u o t a t i o n  b e i n g  f r o m
S r a f f a , 1 9 5 1 a , p . x x x i ).

H o w e v e r ,  in R i c a r d o ’ s " d o c t r i n e  of 1 8 1 4  r e g a r d i n g  
t h e  s q u e e z e  o n  p r o f i t s "  (as H o l l a n d e r  d e s c r i b e s  it), h o w  
c a n  t h e  p r o f i t s  in o t h e r  t r a d e s  c o m e  i n t o  l i n e  w i t h
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p r e s s u r e  o n  m o n e y  w a g e s  d u e  to h i g h e r  c o r n  p r i c e s " ,
u n l e s s ,  a s  S r a f f a  d e s c r i b e s ,  t h e  e x c h a n g e a b l e  v a l u e s  of
t h e  o t h e r  p r o d u c t s  f a l l  r e l a t i v e  to c o r n  ? H o w  c o u l d  a 
r i s e  in t h e  m o n e y  p r i c e s  of c o r n  a n d  l a b o u r  l o w e r  p r o f i t s  
in t h e  p r o d u c t i o n  of m a n u f a c t u r e s  if t h e i r  m o n e y  p r i c e s
i n c r e a s e d  in t h e  s a m e  p r o p o r t i o n  as, or in g r e a t e r
p r o p o r t i o n  t h a n ,  t h e  p r i c e  of c o r n  - t h a t  is to s ay, if 
t h e i r  e x c h a n g e a b l e  v a l u e s  d i d  n o t  f a l l  r e l a t i v e  to c o r n  ?

As  H o l l a n d e r  h i m s e l f  n o t e s  ( 1 9 7 9 , p . 1 2 7 ) ,  R i c a r d o
t h o u g h t  a t  t h e  t i m e  t h a t  t h e  r i s e  in t h e  m o n e y  p r i c e s  of 
w o o l l e n  or c o t t o n  m a n u f a c t u r e s  " w i l l  n o t  be in t h e  s a m e
p r o p o r t i o n  as  t h e  r i s e  of l a b o u r "  ( l e t t e r  to M a l t h u s  of 
11 A u g .  1 8 1 4 ,  V I , 1 2 0 ) .  T h e i r  e x c h a n g e a b l e  v a l u e s  w i l l  a 
f o r t i o r i  f all r e l a t i v e  to c o r n ,  s i n c e  t h e  m o n e y  w a g e  r a t e  
is c e r t a i n l y  n o t  s u p p o s e d  to r i s e  in g r e a t e r  p r o p o r t i o n
t h a n  t h e  m o n e y  p r i c e  of c o r n .

H o w e v e r ,  H o l l a n d e r  ( 1 9 8 3 )  a r g u e s  as  if R i c a r d o  
t h o u g h t  of t h e  m e c h a n i s m  of m o n e y  p r i c e s  w i t h o u t  
r e a l i z i n g  t h a t  it e n t a i l s  c h a n g e s  i n  r e l a t i v e  p r i c e s ,  
i.e. e x c h a n g e a b l e  v a l u e s .  B u t  o n e  f i n d s  R i c a r d o ,  in t h i s  
s a m e  l e t t e r  of J u n e  1 8 1 4 ,  e x p l i c i t l y  r e f e r r i n g  to t h e  
r i s e  in t h e  v a l u e  of c o r n  as  t h e  m e a n s  of l o w e r i n g  t h e  
r a t e  of p r o f i t  ( a n d  t h e r e f o r e  t h e  r a t e  of i n t e r e s t ) :
" [ I f  b y  r e f u s i n g  to i m p o r t  c o r n  a n d  all o t h e r
c o m m o d i t i e s ]  a c o u n t r y  w e r e  to e n h a n c e  t h e  v a l u e  of t h e  
r a w  m a t e r i a l s  w h i c h  it c o n s u m e d ,  of w h i c h  c o r n  is t h e
p r i n c i p a l ,  it w o u l d  t h e r e b y  l o w e r  t h e  r a t e  of i n t e r e s t "
( V I , 1 0 9 )
T h u s ,  it s e e m s ,  it is b y  i n c r e a s i n g  t h e  v a l u e  of c o r n ,
n o t  m e r e l y  it s  m o n e y  p r i c e ,  t h a t  r e s t r i c t i o n s  o n  
i m p o r t a t i o n  w i l l  l o w e r  t h e  r a t e  of p r o f i t s  - t h r o u g h  t h e
m o n e y  p r i c e  a n d  v a l u e  of l a b o u r .

E v i d e n t l y ,  t h e  r i s e  in t h e  m o n e y  p r i c e ,  or r a t h e r  in 
t h e  v a l u e  of c o r n ,  c a n  s q u e e z e  t h e  p r o f i t s  in o t h e r
t r a d e s ,  b u t  n o t  in th e  p r o d u c t i o n  of c o r n . H e r e ,  n o  v a l u e
c h a n g e s  c a n  a l t e r  th e  r a t i o  b e t w e e n  t h e  v a l u e  or m o n e y
p r i c e  of t h e  p r o d u c t  a n d  t h e  v a l u e  or  m o n e y  p r i c e  of t h e
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c o r n  c o n s u m e d ,  s i n c e  b o t h  c o n s i s t  of t h e  s a m e  c o m m o d i t y .
T h i s  is w h y ,  S r a f f a  s u g g e s t s ,  R i c a r d o  s t a t e s  in h i s

l e t t e r  of J u n e  1 8 1 4  t h a t  t h e  r a t e  of p r o f i t s  m u s t  d e p e n d  
o n  t h e  " p r o p o r t i o n  of p r o d u c t i o n  to t h e  c o n s u m p t i o n  
n e c e s s a r y  to s u c h  p r o d u c t i o n "  - t h i s  p r o p o r t i o n  b e i n g
u n d e r s t o o d  as  r e f e r r i n g  to t h e  r a t i o  b e t w e e n  o u t p u t  a n d  
c o n s u m p t i o n  of c o r n  (as s u b s i s t e n c e  f o r  t h e  w o r k e r s )  in 
t h e  p r o d u c t i o n  of c o r n .

H o w e v e r ,  P e a c h  ( 1 9 8 4 , p . 7 3 6 - 7 )  a r g u e s  t h a t  " i t  is
c o n t e x t u a l l y  o b v i o u s  t h a t  t h e  ’ p r o p o r t i o n  of
p r o d u c t i o n . . . ’ e x p r e s s i o n  d o e s  n o t  s p e c i f i c a l l y  r e f e r  to 
e v e n t s  in t h e  a g r i c u l t u r a l  s e c t o r "  - " c o n t e x t u a l l y " ,  t h a t  
is, in t h e  c o n t e x t  of h i s  q u o t a t i o n  f r o m  t h i s  p a r  t i c u 1ar 
l e t t e r  - a n d  t h u s  R i c a r d o  d o e s  n o t  s e e m  to " a p p l y  t h e
e x p r e s s i o n  to a g r i c u l t u r e  o n  t h e  a s s u m p t i o n  t h a t  c o r n  is 
b o t h  t h e  o u t p u t  a n d  s o l e  i n p u t ” , a s  S r a f f a ’ s r e a d i n g  h a s  
it.

I n d e e d ,  t h e r e  is n o  p a r t i c u l a r  r e f e r e n c e  to
a g r i c u l t u r e  in R i c a r d o ’ s s t a t e m e n t ;  n o r  c a n  it b e
i n f e r r e d  f r o m  t h e  p a r a g r a p h ,  or i n d e e d  t h e  w h o l e  l e t t e r
in w h i c h  it is c o n t a i n e d .  H o w e v e r ,  t h i s  p a r t i c u l a r  l e t t e r  
is of c o u r s e  p a r t  of a c o r r e s p o n d e n c e ;  a n d  t h e  r e f e r e n c e  
to a g r i c u l t u r e  m a y  b e  a n e c e s s a r y  p a r t  of t h e  o n g o i n g  
d i s c u s s i o n .  L e t  m e  e x a m i n e  t h i s  p o s s i b i l i t y .

In t h i s  l e t t e r  to M a l t h u s ,  R i c a r d o  c l o s e s  h i s
ar g u m e n t  t h u s :
" T h i s  is a r e p e t i t i o n  y o u  w i l l  s a y  of t h e  o l d  s t o r y ,  a n d  
I m i g h t  h a v e  s p a r e d  y o u  t h e  t r o u b l e  of r e a d i n g  ... w h a t  1 
h a d  so o f t e n  s t a t e d  to y o u  as m y  o p i n i o n  b e f o r e ” ( V I , 109) 
W h a t  w a s  it t h a t  R i c a r d o  h a d  s t a t e d  to  M a l t h u s  b e f o r e  ?
O n e  s t a t e m e n t  is c e r t a i n :
" i t  is t h e  p r o f i t s  of t h e  f a r m e r  w h i c h  r e g u l a t e  t h e  
p r o f i t s  of all o t h e r  t r a d e s ,  - a n d  a s  t h e  p r o f i t s  of t h e  
f a r m e r  m u s t  n e c e s s a r i l y  d e c r e a s e  w i t h  e v e r y  a u g m e n t a t i o n  
of C a p i t a l  e m p l o y e d  o n  t h e  l a n d  [ p r e s u m a b l y  f r o m
d i m i n i s h e d  p r o d u c t i v i t y  of l a b o u r ]  ... all o t h e r  p r o f i t s  
m u s t  d i m i n i s h  a n d  t h e r e f o r e  t h e  r a t e  of i n t e r e s t  m u s t
f a l l .  ... Mr. M a l t h u s  d o e s  n o t  a g r e e .  H e  t h i n k s  ... t h a t



t h e  p r o f i t s  of t h e  f a r m e r  n o  m o r e  r e g u l a t e  t h e  p r o f i t s  of 
o t h e r  t r a d e s ,  t h a n  t h e  p r o f i t s  of o t h e r  t r a d e s  r e g u l a t e  
t h e  p r o f i t s  of t h e  f a r m e r "  ( l e t t e r  to T r o w e r  of 8 M ar. 
1 8 1 4 ,  V I , 1 04)
T h u s ,  R i c a r d o  h a d  t h o u g h t  in M a r c h  1 8 1 4  t h a t  t h e  r a t e s  of
p r o f i t  a n d  i n t e r e s t  d e p e n d  o n  t h e  r a t e  of p r o f i t s  of t h e
f a r m e r ,  w h i c h  m u s t  d e c r e a s e  if t h e  p r o d u c t i v i t y  of
a g r i c u l t u r a l  l a b o u r  d i m i n i s h e s .  If h e  t h o u g h t  l i k e w i s e  in 
J u n e  1 8 1 4  (as he d i d  in t h e  E s s a y  of F e b .  1 8 1 5 ) ,  t h e
s t a t e m e n t  t h a t  " T h e  r a t e  of p r o f i t s  a n d  of i n t e r e s t  m u s t
d e p e n d  o n  t h e  p r o p o r t i o n  of p r o d u c t i o n  to  t h e  c o n s u m p t i o n
n e c e s s a r y  to s u c h  p r o d u c t i o n ” m i g h t  m e a n  t h a t  t h e  r a t e s
of p r o f i t  a n d  i n t e r e s t  m u s t  d e p e n d  o n  t h e  " p r o p o r t i o n  of 
p r o d u c t i o n  . . . "  in a g r i c u l t u r e .

In f a c t ,  M a l t h u s  r e p l i e s  to R i c a r d o ’ s " r e p e t i t i o n  of 
t h e  o l d  s t o r y "  in t h e  J u n e  l e t t e r ,  in t h e  f o l l o w i n g
t e r m s :
" t h e  p r o p o r t i o n  of p r o d u c t i o n  to t h e  c o n s u m p t i o n
n e c e s s a r y  to s u c h  p r o d u c t i o n ,  s e e m s  to b e  d e t e r m i n e d  b y
t h e  q u a n t i t y  of a c c u m u l a t e d  c a p i t a l  c o m p a r e d  w i t h  t h e  
d e m a n d  f o r  t h e  p r o d u c t s  of c a p i t a l ,  a n d  n o t  b y  t h e  m e r e  
d i f f i c u l t y  a n d  e x p e n s e  of p r o c u r i n g  c o r n .  If it [is] 
n e c e s s a r y  to e m p l o y  a h u n d r e d  d a y s  l a b o u r  i n s t e a d  of 
f i f t y ,  in o r d e r  to p r o d u c e  a c e r t a i n  q u a n t i t y  of c o r n ,  
t h e r e  s e e m s  to b e  n o  r e a s o n  w h a t e v e r  t h a t  t h e  p e r s o n  w h o  
p o s s e s s e s  a n  a c c u m u l a t i o n  s u f f i c i e n t  to m a k e  t h e  
n e c e s s a r y  a d v a n c e s  s h o u l d  h a v e  a l e s s  r e m u n e r a t i o n  f o r
h i s  c a p i t a l  ... In s h o r t  all w i l l  in m y  o p i n i o n  d e p e n d  
u p o n  t h e  s t a t e  of c a p i t a l  c o m p a r e d  w i t h  t h e  d e m a n d  f o r
it. T h i s  w i l l  b e  t h e  p r i m e  m o v e r ,  a n d  it is t h i s  w h i c h
w i l l  d e t e r m i n e  t h e  p r o f i t s  w h i c h  a c a p i t a l  e m p l o y e d  in
a g r i c u l t u r e  s h a l l  y i e l d ,  w h e t h e r  t h e  l a n d  b e  n a t u r a l l y  
r i c h  or n a t u r a l l y  p o o r ,  m u c h  w o r k e d  or l i t t l e  w o r k e d "  
( l e t t e r  of 6 J u l y  1 8 1 4 , V I , 1 1 1 )

It s e e m s  t h e r e f o r e  t h a t  M a l t h u s  u n d e r s t o o d  R i c a r d o ’ s 
" p r o p o r t i o n  of p r o d u c t i o n  . . . "  e x p r e s s i o n  as a r e f e r e n c e  
to " t h e  p r o f i t s  w h i c h  a c a p i t a l  e m p l o y e d  in a g r i c u l t u r e  
s h a l l  y i e l d " .  H e  a r g u e s  t h a t  it is t h e  g e n e r a l  r a t e  of



p r o f i t s  w h i c h  d e t e r m i n e s  t h e  p r o f i t s  of t h e  f a r m e r ,  or 
t h e  " p r o p o r t i o n  of p r o d u c t i o n  . . . "  ( n o t  t h e  p r o d u c t i v i t y
of l a b o u r  in t h e  p r o d u c t i o n  of c o r n ) .

M a l t h u s  w a s  in a f a r  b e t t e r  p o s i t i o n  t h a n  w e  a r e  n o w  
to u n d e r s t a n d  w h a t  R i c a r d o  m e a n t  b y  " p r o p o r t i o n  of 
p r o d u c t i o n "  in t h i s  J u n e  l e t t e r  - b e c a u s e  R i c a r d o  " h a d  so 
o f t e n  s t a t e d "  t h e  " o l d  s t o r y ” to h im. B e s i d e s ,  w h a t  he  
u n d e r s t o o d  m a t c h e s  n e a t l y  w h a t  R i c a r d o  s t a t e d  in t h e  
l e t t e r  to T r o w e r  of M a r c h  1 8 1 4  a n d  in t h e  E s s a y  o n  
P r o f i t s  of F e b .  1 8 1 5 .  It s e e m s ,  t h e r e f o r e ,  t h a t  " i n  
a g r i c u l t u r e "  or " i n  t h e  p r o d u c t i o n  of c o r n "  m a y  b e  r e a d  
in R i c a r d o ’ s e x p r e s s i o n  " p r o p o r t i o n  of p r o d u c t i o n  to t h e  
c o n s u m p t i o n  n e c e s s a r y  to s u c h  p r o d u c t i o n " .

H o w e v e r ,  d i d  R i c a r d o  c o n c e i v e  " t h e  c o n s u m p t i o n
n e c e s s a r y  to s u c h  p r o d u c t i o n "  as c o n s i s t i n g  of t h e
s u b s i s t e n c e  n e c e s s a r y  f o r  w o r k e r s ,  n a m e l y  c o r n ,  as  S r a f f a  
s u g g e s t s  ? It s e e m s  he  did, f o r  he  r e p l i e s  to M a l t h u s :
" T h e  c a p i t a l i s t  ’ w h o  m a y  f i n d  it n e c e s s a r y  to e m p l o y  a
h u n d r e d  d a y s  l a b o u r  i n s t e a d  of f i f t y  in o r d e r  to p r o d u c e  
a c e r t a i n  q u a n t i t y  of c o r n ’ c a n n o t  r e t a i n  t h e  s a m e  s h a r e  
f o r  h i m s e l f  u n l e s s  t h e  l a b o u r e r s  w h o  a r e  e m p l o y e d  f o r  a
h u n d r e d  d a y s  w i l l  b e  s a t i s f i e d  w i t h  t h e  s a m e  q u a n t i t y  of 
c o r n  f o r  t h e i r  s u b s i s t e n c e  t h a t  t h e  l a b o u r e r s  e m p l o y e d
f o r  f i f t y  h a d  b e f o r e "  ( l e t t e r  of 2 5  J u l y  1 8 1 4 ,  V I , 1 1 4 - 5 )

In h i s  r e p l y  to t h i s  l e t t e r ,  M a l t h u s  r e p e a t s  w h a t  h e  
h a d  a r g u e d  in t h e  p r e v i o u s  r e p l y  to t h e  " o l d  s t o r y " :
" w e  c a n  n e v e r  p r o p e r l y  r e f e r  to a m a t e r i a l  r a t e  of
p r o d u c e ,  i n d e p e n d e n t  of d e m a n d ,  a n d  of t h e  a b u n d a n c e  or
s c a r c i t y  of c a p i t a l  [ a n d  t h e r e f o r e  i n d e p e n d e n t  of t h e
g e n e r a l  r a t e  of p r o f i t s ] .  T h e  m o r e  I r e f l e c t  on  t h e  
s u b j e c t ,  t h e  m o r e  f i r m l y  I f eel c o n v i n c e d ,  t h a t  it is t h e
s t a t e  of c a p i t a l ,  or t h e  g e n e r a l  p r o f i t s  of s t o c k  a n d
i n t e r e s t  of m o n e y ,  w h i c h  d e t e r m i n e s  t h e  p a r t i c u l a r  p r o f i t
u p o n  t h e  land; a n d  t h a t  it is n o t  t h e  p a r t i c u l a r  p r o f i t s
or r a t e  of p r o d u c e  u p o n  t h e  l a n d  w h i c h  d e t e r m i n e s  t h e
g e n e r a l  p r o f i t s  of s t o c k  a n d  i n t e r e s t  of m o n e y "  ( l e t t e r
of 5 A u g .  1 8 1 4 , V I , 1 1 7 - 8 )

A l t h o u g h  n e a r l y  a n  e x p l i c i t  s t a t e m e n t  o n  " c o r n



m o d e l "  l i n e s ,  R i c a r d o ’ s " p r o p o r t i o n  of p r o d u c t i o n "
a s s e r t i o n ,  c o n s i d e r e d  in t h e  c o n t e x t  of t h i s  p a r t i c u l a r  
l e t t e r  of J u n e  1 8 1 4 ,  s t i l l  f a l l s  s h o r t  of s u c h  a n  
s t a t e m e n t .  H o w e v e r ,  t h e  m i s s i n g  e l e m e n t s  a r e  f o u n d  in t h e  
p r e c e d i n g  a n d  s u b s e q u e n t  c o r r e s p o n d e n c e .  T h u s  t h e  p a s s a g e  
in q u e s t i o n ,  c o n s i d e r e d  in t h e  c o n t e x t  of t h e
c o r r e s p o n d e n c e ,  d o e s  s u p p o r t  S r a f f a ’ s i n t e r p r e t a t i o n .
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4 .3. T h e  n u m e r i c a l  e x a m p l e s  in t h e  " E s s a y  o n  P r o f  i t s "

In a t t r i b u t i n g  t h e  " c o r n - r a t i o ” r e a s o n i n g ,  to 
R i c a r d o ,  S r a f f a  m e n t i o n s  t h e  n u m e r i c a l  e x a m p l e s  in t h e
Es s a y , w h i c h  h e  t h i n k s  " r e f l e c t  t h i s  a p p r o a c h ;  a n d  
p a r t i c u l a r l y  in t h e  w e l l - k n o w n  T a b l e  w h i c h  s h o w s  t h e
e f f e c t s  of a n  i n c r e a s e  of c a p i t a l ,  b o t h  c a p i t a l  a n d  t h e  
’n e a t  p r o d u c e ’ a r e  e x p r e s s e d  in c o r n ,  a n d  t h u s  t h e  p r o f i t  
p e r  c e n t  is c a l c u l a t e d  w i t h o u t  n e e d  to m e n t i o n  p r i c e "  
( S r a f f a ,  1 9 5 1 a , p . x x x i - i  i ).

H o l l a n d e r  ( 1 9 7 3 , p . 2 7 4 ; 1 9 7 9 , p . 1 3 6 - 7 )  a r g u e s  t h a t  t h e  
T a b l e  in t h e  E s s a y  is m a d e  u p  of v a l u e s  in t e r m s  of c o r n

R i c a r d o ’ s d e s c r i p t i o n  of t h e  v a l u e  of t h e  f a r m e r ’ s 
c a p i t a l  e x p l i c i t l y  i n c l u d i n g  f i x e d  c a p i t a l .  T h u s  t h e r e  is 
n o  a s s u m p t i o n  or i m p l i c a t i o n  of p h y s i c a l  h o m o g e n e i t y  
b e t w e e n  c a p i t a l  a n d  p r o d u c e  - c o r n  b e i n g  m e r e l y  t h e
n u m e r a i  r e :
" c a p i t a l  is ’ e s t i m a t e d  in q u a r t e r s  of w h e a t ’ , b u t  d o e s
n o t  c o n s i s t  e n t i r e l y  of w h e a t "  ( 1 9 7 9 , p . 1 3 7 )
In f a c t ,  in  t h e  E s s a y ’ s n u m e r i c a l  e x a m p l e s ,  c a p i t a l
e m p l o y e d  in a g r i c u l t u r e  e x p l i c i t l y  i n c l u d e s  " f i x e d
c a p i t a l ,  s u c h  a s  b u i l d i n g s ,  i m p l e m e n t s ,  & c . ” ( I V , 10).

In h i s  1 9 8 3  a r t i c l e ,  H o l l a n d e r  p u r p o r t s  to e x a m i n e  
o n c e  a g a i n  t h e  e v i d e n c e  p r e s e n t e d  b y  S r a f f a ,  b u t  he d o e s  
n o t  e x a m i n e  S r a f f a ’ s r e a d i n g  of t h e  T a b l e  in t h e  E s  s a y .
n o r  d o e s  he i n s i s t  o n  t h e  p o i n t s  he h a d  m a d e  a g a i n s t  s u c h
r e a d i n g .

It is c l e a r  t h a t  S r a f f a  d o e s  n o t  a r g u e  t h a t  t h e  
r e l e v a n t  v a r i a b l e s  in t h e  T a b l e  a r e  p h y s i c a l  q u a n t i t i e s
of c o r n ;  h e  m e r e l y  a r g u e s  t h a t  t h e y  a r e  e x p r e s s e d  in
c o r n .  N o r  t h e r e f o r e  d o e s  he a r g u e  t h a t  t h e  n u m e r i c a l  
e x a m p l e s  a r e  a n  e x p l i c i t  f o r m u l a t i o n  of t h e  " c o r n  m o d e l "
a r g u m e n t  - a n  a r g u m e n t  w h i c h ,  he r e c o g n i z e s ,  " i s  n e v e r
s t a t e d  b y  R i c a r d o  in a n y  of h i s  e x t a n t  l e t t e r s  a n d  
p a p e r s " .  H e  s u g g e s t s  m e r e l y  t h a t  t h e y  " r e f l e c t "  s u c h
a r  g u m e n t .

H o w e v e r ,  t h e  o t h e r  p o i n t  m a d e  by  H o l l a n d e r  - t h a t  in 
t h e  E s s a y ’ s n u m e r i c a l  e x a m p l e s  a g r i c u l t u r a l  c a p i t a l  d o e s
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n o t  c o n s i s t  e n t i r e l y  of t h e  s a m e  c o m m o d i t y  as t h e
p r o d u c e ,  n a m e l y  c o r n  - w o u l d  s e e m  to b e  a v a l i d  o b j e c t i o n  
a g a i n s t  S r a f f a ’ s c o r n - r a t i o  i n t e r p r e t a t i o n ,  y e t  H o l l a n d e r  
d o e s  n o t  i n s i s t  o n  t h i s .  H e  s e e m s  to h a v e  w i t h d r a w n  t h i s  
p a r t i c u l a r  o b j e c t i o n ,  f o r  o n e  r e a d s  in a p r e v i o u s  a r t i c l e  
w h i c h  he  h a d  w r i t t e n  w i t h  H i c k s :
” N o t i c e  (1) t h a t  t h e  E s s a y  on P r o f i t s  ( f r o m  w h i c h  t h e  
w h o l e  s t o r y  b e g i n s )  u s e s  a p u r e l y  c i r c u l a t i n g  c a p i t a l ;  
a n d  (2) t h e  c e n t r a l  i m p o r t a n c e  t h a t  is a t t a c h e d  t i n  
R i c a r d o ’ s P r i n c i p l e s ] to t h e  l a b o r  t h e o r y  of v a l u e .  T h e  
l a t t e r ,  as R i c a r d o  e x p l a i n s  it, is c l e a r l y  t h e  r e s u l t  of 
b e g i n n i n g  f r o m  a m o d e l  w i t h  no  f i x e d  c a p i t a l  a n d  e q u a l  
p e r i o d s  of p r o d u c t i o n  in all i n d u s t r i e s . ” ( H i c k s  &
Hoi l a n d e r , 1 9 7 7 , p . 3 6 8 , n. )^

H o l l a n d e r ’ s o b j e c t i o n  - t h a t ,  in t h e  E s s a y .
a g r i c u l t u r a l  c a p i t a l  d o e s  n o t  c o n s i s t  e n t i r e l y  of c o r n  
( b u t  i n c l u d e s  f i x e d  c a p i t a l )  - is t a k e n  u p  b y  P e a c h
( 1 9 8 4 , p . 7 3 8 ; 1 9 8 8 , p . 1 0 8 )  a n d  F a c a r e l l o  ( 1 9 8 6 , p . 1 9 6 ) .  P e a c h  
( 1 9 8 8 , p . 1 0 8 )  a r g u e s :
” C t h e  i l l e g i t i m a c y  of S r a f f a ’ s ” c o r n  m o d e l ” 
i n t e r p r e t a t i o n ]  is e x p o s e d  b y  c a s e s  w h e r e  a l e a d  r o l e  f o r  
a g r i c u l t u r e  is c l a i m e d  b y  R i c a r d o  w h e n  c o r n  m o d e l
a s s u m p t i o n s  a r e  m a n i f e s t l y  v i o l a t e d .  T a k e  t h e  E s s a y , in 
w h i c h  R i c a r d o  e x p l i c i t l y  a l l o w s  t h a t  i n p u t s  to
a g r i c u l t u r e  i n c l u d e  ’b u i l d i n g s ,  i m p l e m e n t s ,  ^ c . ’
[W o r k s , v o l . I  V .p . 1 0]. U n l e s s  t h e s e  t h i n g s  w e r e  m a d e  o u t  of 
c o r n ,  h i s  l a t e r  p r o n o u n c e m e n t  [ t h a t  ’ g e n e r a l  p r o f i t s  of
s t o c k  d e p e n d  w h o l l y  o n  t h e  p r o f i t s  of t h e  last p o r t i o n  of
c a p i t a l  e m p l o y e d  o n  t h e  l a n d ’ Es s a y , W o r k s , v o l .  I V , p . 2 1 ]  
... w a s  e v i d e n t l y  n o t  t h o u g h t  b y  h i m  to be c o n t i n g e n t  o n  
c o r n  m o d e l  a s s u m p t i o n s . ”

T h i s  is a s i m p l e  a n d  s t r o n g  p o i n t :  t h e  s u p p o s e d
u n d e r l y i n g  r a t i o n a l e  - t h a t  ” in a g r i c u l t u r e  t h e  s a m e

1 F o r  h i s  p a r t ,  H i c k s  d o e s  n o t  r e j e c t  S r a f f a ’ s ’’c o r n  
m o d e l ” i n t e r p r e t a t i o n ,  in r e s p e c t  of t h e  E s s a y  o n
P r o f i t s : ” It is a f t e r w a r d s  t h a t  o u r  r o a d s  d i v e r g e . ”
(1985,p.313,n . )
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c o m m o d i t y ,  n a m e l y  c o r n ,  f o r m s  b o t h  t h e  c a p i t a l  ... a n d  
t h e  p r o d u c t ” ( S r a f f a , 1 9 5 1 a , p . x  x x i ) - is c o n t r a d i c t e d  b y
R i c a r d o ’ s e x p l i c i t  i n c l u s i o n  of " f i x e d  c a p i t a l ,  s u c h  as 
b u i l d i n g s ,  i m p l e m e n t s ,  &< c . " ( I V , 10). L e t  m e  e x a m i n e  t h i s  
c o n t r a d i c t i o n  m o r e  c l o s e l y .

In t h e  E s s a y ’ s n u m e r i c a l  e x a m p l e s  of h i s  t h e o r y  of 
c h a n g e s  in r e n t s  a n d  p r o f i t s  o n  t h e  land, R i c a r d o
d e s c r i b e s  t h e  r a t e  of p r o f i t s  of t h e  f a r m e r  at t h e
n o - r e n t  m a r g i n a l  l a n d  as: { r e v e n u e  m i n u s  c i r c u l a t i n g
c a p i t a l )  d i v i d e d  b y  { c i r c u l a t i n g  c a p i t a l  p l u s  f i x e d
c a p i t a l  >, w h e r e  t h e  v a r i a b l e s  a r e  v a l u e s  e x p r e s s e d  in
c o r n ,  c i r c u l a t i n g  c a p i t a l  c o n s i s t s  of t h e  c u r r e n t
e x p e n s e s  of p r o d u c t i o n ,  a n d  f i x e d  c a p i t a l  c o n s i s t s  of 
" b u i l d i n g s ,  i m p l e m e n t s ,  & c . " ( I V , 10).

N e v e r t h e l e s s ,  in t h e  s a m e  n u m e r i c a l  e x a m p l e s ,  t h e  
c o r n  v a l u e  of f i x e d  c a p i t a l  e m p l o y e d  o n  t h e  m a r g i n a l  l a n d  
r e m a i n s  c o n s t a n t  as t h e  m a r g i n a l  l a n d  b e c o m e s  l e s s
f e r t i l e  or m o r e  d i s t a n t .  T h i s  c a n  b e  i n f e r r e d  f r o m
R i c a r d o ’ s T a b l e  ( I V , 17), w h e r e  c a p i t a l  e m p l o y e d  o n
s u c c e s s i v e l y  w o r s e  m a r g i n a l  l a n d s ,  in o r d e r  to o b t a i n  t h e  
s a m e  p r o d u c e ,  i n c r e a s e s  f r o m  2 0 0  to 210, a n d  t h e n  to
2 2 0 . . .  q u a r t e r s  of w h e a t ;  w h i l e  t h e  " n e a t  p r o d u c e "  a f t e r  
p a y i n g  t h e  " c o s t  of p r o d u c t i o n "  ( o u t  of t h e  s a m e  g r o s s
p r o d u c e )  is t h e r e b y  d i m i n i s h e d  f r o m  1 0 0  to 9 0  a n d  t h e n  to
8 0 . . .  q u a r t e r s  of w h e a t .  T h e  d i f f e r e n c e s  in c a p i t a l  
e m p l o y e d  ( f i x e d  p l u s  c i r c u l a t i n g )  a r e  t h u s  e q u i v a l e n t  to 
t h e  d i f f e r e n c e s  in c o s t  of p r o d u c t i o n  ( c i r c u l a t i n g
c a p i t a l ) ,  so  t h a t  t h e  v a l u e  of f i x e d  c a p i t a l  is
i n v a r i a b l y  t h e  s a m e .

H o w e v e r  R i c a r d o  d o e s  n o t  s u p p o s e  e x p l i c i t l y ,  n o r  
d o e s  h e  s e e m  to a s s u m e  d e l i b e r a t e l y ,  t h a t  t h e  c o r n  v a l u e s  
of f i x e d  c a p i t a l  r e m a i n  c o n s t a n t .  N o r  w o u l d  he c o n c i o u s l y  
b e l i e v e  so, f o r  h e  l a t e r  a c c e p t s  M a l t h u s ’ s c o m m e n t  t h a t  
t h e  c o r n  v a l u e s  of f i x e d  c a p i t a l  w o u l d  b e c o m e  1o w e r  as a 
r e s u l t  of t h e  c o n c o m i t a n t  r i s e  in t h e  e x c h a n g e a b l e  v a l u e  
of c o r n  ( l e t t e r  f r o m  M a l t h u s  of 12 M a r c h  1 8 1 5 ,  V I , 1 85; 
l e t t e r  to M a l t h u s  of 14 M a r c h  181 5 ,  V I , 189 ) .

R i c a r d o ’ s a r g u m e n t  u s i n g  n u m e r i c a l  e x a m p l e s  t h u s



i n v o l v e s  a n  i n c o n s i s t e n c y ,  of w h i c h  h e  d o e s  n o t  s e e m  to 
h a v e  b e e n  a w a r e  u n t i l  M a l t h u s  p o i n t e d  it out. A n o t h e r  
i n c o n s i s t e n c y  r e s u l t i n g  f r o m  t h e  i n c l u s i o n  of f i x e d
c a p i t a l ,  of w h i c h  R i c a r d o  w a s  l a t e r  to b e c o m e  a w a r e ,  
a f f e c t s  t h e  a d j u s t m e n t  of v a l u e s  a n d  p r i c e s  in o r d e r  for 
t h e  p r o f i t  r a t e s  of all s e c t o r s  to be  u n i f o r m .  T h i s
a d j u s t m e n t  as d e s c r i b e d  in t h e  E s s a y  ( I V , 1 9 - 2 0 )  is 
i n c o m p a t i b l e  w i t h  d i f f e r e n t  p r o p o r t i o n s  of f i x e d  to
c i r c u l a t i n g  c a p i t a l  in d i f f e r e n t  s e c t o r s .  It s e e m s
t h e r e f o r e  t h a t  f i x e d  c a p i t a l  is n o t  f o r m a l l y  i n c o r p o r a t e d  
i n t o  t h e  a n a l y t i c a l  a r g u m e n t  of t h e  Es s a y . It is n o t
p r o p e r l y  t r e a t e d  in t h e  e x p l a n a t i o n  of t h e  v a r i a t i o n s  of'
t h e  r a t e  of p r o f i t s  in a g r i c u l t u r e ,  n o r  is it t a k e n  i n t o
a c c o u n t  in t h e  e x p l a n a t i o n  of t h e  a d j u s t m e n t  of t h e  
p r o f i t  r a t e s  in o t h e r  t r a d e s  to t h e  r a t e  in a g r i c u l t u r e .

In h i s  n u m e r i c a l  e x a m p l e s ,  R i c a r d o  s e e m s  to  h a v e  
i n c l u d e d  f i x e d  c a p i t a l  m e r e l y  as a n o m i n a l  e n t i t y  -
p e r h a p s  as a c o n c e s s i o n  to r e a l i s m  in t h e  d e s c r i p t i o n  of 
t h e  f a r m e r ’ s r a t e  of p r o f i t s .  T h i s  d e s c r i p t i o n  is i t s e l f  
f o r m u l a t e d  as a n u m e r i c a l ,  q u a s i - e m p i r i c a 1 i l l u s t r a t i o n :  
" i f  t h e  c a p i t a l  e m p l o y e d  b y  a n  i n d i v i d u a l  o n  s u c h  l a n d
w e r e  of t h e  v a l u e  of t w o  h u n d r e d  q u a r t e r s  of w h e a t ,  of
w h i c h  h a l f  c o n s i s t e d  of f i x e d  c a p i t a l ,  s u c h  as  b u i l d i n g s ,  
i m p l e m e n t s ,  &c. a n d  t h e  o t h e r  h a  If of c i r c u l a t i n g  c a p i t a l  

if, a f t e r  r e p l a c i n g  t h e  f i x e d  a n d  c i r c u l a t i n g  c a p i t a l ,  
t h e  v a l u e  of t h e  r e m a i n i n g  p r o d u c e  w e r e  o n e  h u n d r e d  
q u a r t e r s  of w h e a t ,  or of e q u a l  v a l u e  w i t h  o n e  h u n d r e d  
q u a r t e r s  of w h e a t ,  t h e  n e a t  p r o f i t  to t h e  o w n e r  of
c a p i t a l  w o u l d  b e  f i f t y  p e r  c e n t ,  or o n e  h u n d r e d  p r o f i t  o n  
t w o  h u n d r e d  c a p i t a l . "  ( I V , 10)

T h a t  t h e  i n c l u s i o n  of f i x e d  c a p i t a l  is m e r e l y
n o m i n a l ,  b e i n g  a c o n c e s s i o n  to r e a l i s m ,  is s u g g e s t e d  n o t
o n l y  b y  t h e  f a c t  t h a t  f i x e d  c a p i t a l  is n o t  f o r m a l l y  
i n t e g r a t e d  i n t o  t h e  a n a l y s i s ,  b u t  a l s o  b y  t h e  f a c t  t h a t  
it is m e n t i o n e d  a g a i n  in a f o o t n o t e  ( I V , 1 5 - 6 , n.) w h e r e  
R i c a r d o  s e e m s  to h a v e  b e e n  c o n c e r n e d  w i t h  t h e  r e a l i s m  of 
h i s  a r g u m e n t ,  as  he t a l k s  of t h e  r e l a t i o n  of h i s
i m a g i n a r y  " d a t a "  to a c t u a l  r e a l i t y .  H e  s a y s ,  in



p a r t i c u l a r :  " I n  p r o p o r t i o n  a s  t h e  c a p i t a l  e m p l o y e d  o n  t h e
land, c o n s i s t e d  t i n  r e a l i t y ]  m o r e  of f i x e d  c a p i t a l ,  a n d
l e s s  of c i r c u l a t i n g  c a p i t a l ,  w o u l d  r e n t  a d v a n c e ,  a n d
p r o p e r t y  [ p r o f i t s ]  fall l ess r a p i d l y  [ t h a n  in t h e s e  
n u m e r i c a l  e x a m p l e s ] " .

In a d d i t i o n ,  t h i s  p a s s a g e  s u g g e s t s  t h a t  R i c a r d o  m a y  
h a v e  i n i t i a l l y  d e v e l o p e d  h i s  a r g u m e n t  a n d  n u m e r i c a l  
c a l c u l a t i o n s  w i t h  c i r c u l a t i n g  c a p i t a l  o n l y ,  a n d  
s u b s e q u e n t l y  i n c l u d e d  f i x e d  c a p i t a l ,  r e - w o r k e d  o u t  t h e
n u m b e r s  a n d  o b s e r v e d  t h a t  p r o f i t s  f e l l  " l e s s  r a p i d l y " .
T h i s  n e w  c o n c l u s i o n  ( a d d e d  in a f o o t n o t e )  s e e m s  to
c o n t r a d i c t  t h e  s t a t e m e n t  in t h e  t e x t  t h a t  " t h e  d e g r e e  of 
t h e  f a l l  of p r o f i t s ,  a n d  t h e  r i s e  of r e n t s ,  d e p e n d s  
w h o l l y  o n  t h e  i n c r e a s e d  e x p e n s e  of p r o d u c t i o n "  ( I V , 18) - 
w h i c h  c a n  o n l y  b e  t r u e  if c a p i t a l  c o n s i s t s  s o l e l y  of t h e  
e x p e n s e  of p r o d u c t i o n  (i.e. c i r c u l a t i n g  c a p i t a l ) .

H i c k s  L H o l l a n d e r  ( 1 9 7 7 , p . 3 6 8 )  s u g g e s t :
" [ I n  R i c a r d o ’ s P r i  n c  i p l e s , f i x e d  c a p i t a l ]  is so  f a r
a b s e n t  t h a t  it is t e m p t i n g  to c o n j e c t u r e  t h a t  t h e
R i c a r d i a n  s y s t e m  w a s  f i r s t  w o r k e d  o u t  in c i r c u l a t i n g
c a p i t a l  t e r m s "
If it is " t e m p t i n g  to c o n j e c t u r e "  t h i s ,  in c o n s i d e r i n g
t h e  P r  i n c  i p i e s , t h e n  it b e c o m e s  a n  i r r e s i s t i b l e
c o n j e c t u r e  w h e n  c o n s i d e r i n g  t h e  E s s a y . In f a c t ,  if
R i c a r d o  h a d  n o t  i n c l u d e d  f i x e d  c a p i t a l  (as a c o n s t a n t )  in 
h i s  n u m e r i c a l  e x a m p l e s ,  he c o u l d  s t i l l  h a v e  d e v e l o p e d  t h e  
s a m e  a r g u m e n t  a b o u t  t h e  c a u s e s  a n d  d i r e c t i o n  of c h a n g e s
in t h e  a g r i c u l t u r a l  r a t e  of p r o f i t s  a n d  in g e n e r a l
p r o f i t a b i l i t y .  T h e  o n l y  d i f f e r e n c e  a f f e c t s  t h e  " r a p i d i t y "  
or r a t e  of c h a n g e  of p r o f i t a b i l i t y  in r e l a t i o n  to
v a r i a t i o n s  in c i r c u l a t i n g  c a p i t a l .

I g n o r i n g  c h a n g e s  in t h e  c o r n  v a l u e s  of f i x e d  c a p i t a l  
if n o t  i g n o r i n g  f i x e d  c a p i t a l  a l t o g e t h e r  - R i c a r d o  

c o m e s  in t h e  c o u r s e  of t h e  a r g u m e n t  in t h e  E s  s a y  to t h e
c o n c l u s i o n  t h a t  n o t h i n g  c a n  a f f e c t  t h e  p r o f i t a b i l i t y  of
a g r i c u l t u r e  u n l e s s  it c h a n g e s  " t h e  p r o d u c e  c o m p a r e d  w i t h  
t h e  c o s t  of p r o d u c t i o n  o n  t h e  l a n d "  ( I V , 26) - " c o s t  of
p r o d u c t i o n "  b e i n g  t r e a t e d  a s  e q u i v a l e n t  to c i r c u l a t i n g
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c a p i t a l .  T h i s  r a t i o  b e t w e e n  p r o d u c e  a n d  c i r c u l a t i n g
c a p i t a l  - or, w h i c h  is t h e  s a m e  t h i n g ,  t h e  p r o f i t  m a r g i n  
r e l a t i v e  to c o s t  of p r o d u c t i o n  - is e i t h e r  i d e n t i f i e d
w i t h  t h e  r a t e  of p r o f i t s  o n  c a p i t a l  e m p l o y e d ,  or
c o n s i d e r e d  to b e  t h e  u n i q u e  d e t e r m i n a n t  of it. If f i x e d
c a p i t a l  is c o n s i d e r e d  a t  a l l ,  it is c o n s i d e r e d  a s  a n  
i n e r t  e n t i t y ,  i.e. a c o n s t a n t ,  w h i c h  d o e s  n o t  a f f e c t  t h i s  
e x c l u s i v e  d e p e n d e n c e .  F r o m  t h e  p o i n t  of v i e w  of c h a n g e s  
in t h e  a g r i c u l t u r a l  r a t e  of p r o f i t s ,  t h e r e f o r e ,  c a p i t a l  
e m p l o y e d  u p o n  t h e  l a n d  is v i r t u a l l y  r e d u c e d  to
c i r c u l a t i n g  c a p i t a l .

R i c a r d o  c o n s i d e r s  t h e  r a t e s  of p r o f i t  of o t h e r  
s e c t o r s  t o o  as d e p e n d i n g  e n t i r e l y  o n  t h e i r  p r o f i t
m a r g i n s  r e l a t i v e  to c o s t  of p r o d u c t i o n  - c o s t  of
p r o d u c t i o n ,  or c i r c u l a t i n g  c a p i t a l ,  c o n s i s t i n g  of w a g e s  
a d v a n c e d .  F i x e d  c a p i t a l  is n e v e r  m e n t i o n e d  in t h e  E s s a y  * s 
r e f e r e n c e s  to t h e  p r o f i t  r a t e s  of s u c h  s e c t o r s  ( o t h e r
t h a n  a g r i c u l t u r e ) ,  t h o u g h  " m a c h i n e r y "  is m e n t i o n e d  as
a f f e c t i n g  t h e  l a b o u r  c o s t s  p e r  u n i t  of p r o d u c t  a n d  
t h e r e f o r e  t h e i r  e x c h a n g e a b 1e v a 1u e s .

R i c a r d o ’ s i g n o r i n g  e n d o g e n o u s  c h a n g e s  in t h e  v a l u e  
of f i x e d  c a p i t a l  e m p l o y e d  on  t h e  l a n d  - if n o t  c o m p l e t e l y
i g n o r i n g  f i x e d  c a p i t a l  i t s e l f  - s t i l l  a l l o w s  h i m  to t h i n k
of t h e  r a t e  of p r o f i t s  in a g r i c u l t u r e  a s  a n  i n d e p e n d e n t  
v a r i a b l e  t h a t  " r e g u l a t e s "  t h e  p r o f i t  r a t e s  in al l  o t h e r
s e c t o r s .  H e  t h i n k s  so b e c a u s e  he c o n s i d e r s  ’’t h e  p r o d u c e
c o m p a r e d  w i t h  t h e  c o s t  of p r o d u c t i o n  o n  t h e  l a n d ’’ as
b e i n g  d e t e r m i n e d  i n d e p e n d e n t l y  of t h e  e x c h a n g e a b l e  v a l u e s  
of c o m m o d i t i e s  a n d  of- t h e  p r o f i t  r a t e s  e l s e w h e r e .  T h e  
p r o p o s i t i o n  t h a t  t h e  g e n e r a l  r a t e  of p r o f i t s  is r e g u l a t e d  
b y  t h e  r a t e  of p r o f i t s  of a g r i c u l t u r e  is t h u s  b a s e d  o n  a n  
i n d e p e n d e n c e  w h i c h  is p e c u l i a r  to t h e  p r o f i t  m a r g i n
r e l a t i v e  to c o s t  of p r o d u c t i o n  in a g r i c u l t u r e .

W h y ,  t h e n ,  is ’’t h e  p r o d u c e  c o m p a r e d  w i t h  t h e  c o s t  of 
p r o d u c t i o n  o n  t h e  l a n d ” i n d e p e n d e n t l y  d e t e r m i n e d ,  so t h a t  
it is t h e  r a t e  of p r o f i t s  in a g r  i c u 1t u r e  w h i c h
’’r e g u l a t e s ” t h e  p r o f i t  r a t e s  in all o t h e r  s e c t o r s  ? A 
h i n t  is g i v e n  in t h e  E s s a y :



’’Profits Cof agriculture] might even increase, because 
. . . wages might fal 1 ; and instead of the value of one 
hundred quarters of wheat being necessary for the
circulating capital, ninety only might be required [to

1obtain the same producfej” ( I V , 11 ; emphas i s mine)
(Here again, a chang'd • in the profit margin relative to

rcost of production - cost of production or circulating 
capital consisting of wages advanced - is entirely 
sufficient to determine a change in the rate of profits 
of a g r i c u l t u r e . ) The ratio between produce and wages 
advanced is stated to change from an i ndependent
variation in the amount of wages expressed in terms of 
wheat - that is to say, in terms of the agricultural
product. This continues to be so in the argument and 
numerical examples that follow, at the same time as the 
values of all other commodities in terms of wheat must 
change - both because all other profits must come into 
line with the changing profitability of agriculture, and 
because the exchangeable value of corn must rise from the 
increasing ’’d i f f i c u l t y ” of production. Thus, the
circulating capital employed on the land is independently 
determined as a value in terms of corn, and therefore
’’the produce compared with the cost of production on the 
land” is determined independently of such changes in the 
value of corn. This makes no sense unless circulating 
capital consists of no commodity other than corn - that 
is to say, unless circulating capital is composed
exclusively of the same commodity as the agricultural 
product - and thus, ’’the produce compared with the cost of 
production on the land” is a ratio between quantities of
corn, being independent of the relative prices of
commod i t i e s .

It does seem, therefore, that the numerical examples 
in the Es say ’’r eflect” the ” c o r n - r a t i o ” app roach - as 
suggested by Sraffa - even though the corn-ratio appears 
disguised as the ratio of produce to the corn vaIue of 
circulating capital, and is further disguised by the 
inclusion of fixed capital in the calculation of the
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f a r m e r ’ s r a t e  of p r o f i t s .
H o w e v e r ,  S r a f f a  a l s o  a r g u e s  t h a t ,  in s u c h  n u m e r i c a l  

e x a m p l e s ,  p a r t i c u l a r l y  in t h e  T a b l e ,  " b o t h  c a p i t a l  -and 
t h e  ’n e a t  p r o d u c e ’ a r e  e x p r e s s e d  in c o r n ,  a n d  t h u s  t h e  
p r o f i t  p e r  c e n t  is c a l c u l a t e d  w i t h o u t  n e e d  to  m e n t i o n  
p r i c e " .  H e r e ,  o n e  m u s t  a g r e e  w i t h  H o l l a n d e r  t h a t  " t h e  
c o r n  c a l c u l a t i o n  of t h e  t a b l e  c a n n o t  c a r r y  t h e  w e i g h t  
w h i c h  S r a f f a  w i s h e s  to p l a c e  u p o n  it" - s i n c e ,  in t h a t  
t a b l e ,  " c a p i t a l  is ’ e s t i m a t e d  in q u a r t e r s  of w h e a t ’ , b u t  
d o e s  n o t  c o n s i s t  e n t i r e l y  of w h e a t "
(H o  1 1a n d e r , 1 9 7 9 , p . 1 6 2 - 3 , 1 3 7 ) .  T h e r e  is t h e n  t h e  " n e e d  to
m e n t i o n  p r i c e " ,  a n d  R i c a r d o  d o e s  m e n t i o n  t h e  v a l u e  of
f i x e d  c a p i t a l  in t e r m s  of w h e a t  w h e n  c a l c u l a t i n g  t h e  r a t e  
of p r o f i t s  of t h e  f a r m e r  ( I V , 1 0 ; q u o t e d  a b o v e ) .

H o w e v e r ,  t h e s e  f a c t s  c a n n o t  c a r r y  t h e  w e i g h t  w h i c h  
H o l l a n d e r  w i s h e s  to p l a c e  u p o n  t h e m  in r e j e c t i n g  S r a f f a ’ s 
c o r n - r a t i o  i n t e r p r e t a t i o n .  In s p i t e  of i n c l u d i n g  f i x e d  
c a p i t a l  in h i s  i n i t i a l  c a l c u l a t i o n s  of t h e  p r o f i t a b i l i t y  
of a g r i c u l t u r e ,  R i c a r d o  p r o c e e d s  in h i s  a r g u m e n t  b y  
m a k i n g  t h i s  p r o f i t a b i l i t y  d e p e n d  w h o l l y  o n  " t h e  p r o d u c e  
c o m p a r e d  w i t h  t h e  c o s t  of p r o d u c t i o n  o n  t h e  l a n d "  - 
f o c u s i n g  o n  c h a n g e s  in c i r c u l a t i n g  c a p i t a l  a n d  i g n o r i n g
(as M a l t h u s  p o i n t e d  o u t )  t h e  f all in t h e  c o r n  v a l u e  of
f i x e d  c a p i t a l  a s  c u l t i v a t i o n  e x p a n d s  a n d  t h e  v a l u e  of 
c o r n  r i s e s  r e l a t i v e  to al l  o t h e r  c o m m o d i t i e s .

In sum, a l t h o u g h  t h e  n u m e r i c a l  e x a m p l e s  in t h e  E s s a y  
m a y  b e  c o n s i d e r e d  p r i m a  f a c i e  c o u n t e r - e v i d e n c e  to 
S r a f f a ’ s " r a t i o n a l  f o u n d a t i o n " ,  o w i n g  to t h e  e x p l i c i t  
i n c l u s i o n  of f i x e d  c a p i t a l  - a n d  t h i s  is n o t  t a k e n  i n t o  
a c c o u n t  in S r a f f a ’ s d e s c r i p t i o n  of s u c h  n u m e r i c a l
e x a m p l e s  as " r e f l e c t i n g ” t h e  c o r n - r a t i o  a p p r o a c h  - a 
c l o s e r  e x a m i n a t i o n  l e a d s  o n e  to t h e  c o n c l u s i o n  t h a t  f i x e d  
c a p i t a l  is n o t  a n  i n t e g r a l  p a r t  of t h e  t h e o r y  of p r o f i t s  
w h i c h  u n d e r l i e s  t h e  t e x t u a l  a r g u m e n t  in t h e  E s s a y . In 
t h i s  u n d e r l y i n g  a n a l y s i s ,  c a p i t a l  c o n s i s t s  of w a g e s  
a d v a n c e d ,  a n d  w a g e s  a d v a n c e d  c o n s i s t  of " f o o d "  or  " c o r n " .  
As  S r a f f a  p o i n t e d  o ut, t h i s  is t h e  l o g i c a l  b a s i s  of t h e  
p r o p o s i t i o n  t h a t  g e n e r a l  p r o f i t s  a r e  r e g u l a t e d  b y  t h e
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p r o f i t s  of a g r i c u l t u r e .
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5. F a c a r e l l o ’ s c r i t i q u e

In S r a f f a ’ s d e s c r i p t i o n  of t h e  " c o r n  m o d e l ” ,, he 
s t a t e s  t h a t ,  in a g r i c u l t u r e ,  t h e  d e t e r m i n a t i o n  of t h e  
r a t e  of p r o f i t  " i s  d o n e  d i r e c t l y  b e t w e e n  q u a n t i t i e s  of 
c o r n  w i t h o u t  a n y  q u e s t i o n  of v a l u a t i o n  ... n o  v a l u e  
c h a n g e s  c a n  a l t e r  t h e  r a t i o  of p r o d u c t  to c a p i t a l ,  b o t h  
c o n s i s t i n g  of t h e  s a m e  c o m m o d i t y " .  It is c l e a r  t h a t  t h i s  
s t a t e m e n t  m e a n s  t h a t  t h i s  is so in a g r i c u l t u r e . S r a f f a
a d d s  :
"if t h e r e  is to b e  a u n i f o r m  r a t e  of p r o f i t  in all t r a d e s  
it is t h e  e x c h a n g e a b l e  v a l u e s  of t h e  p r o d u c t s  of o t h e r
t r a d e s  r e l a t i v e l y  to t h e i r  o w n  c a p i t a l s  (i.e. r e l a t i v e l y
to c o r n )  t h a t  m u s t  b e  a d j u s t e d  so a s  to y i e l d  t h e  s a m e
r a t e  of p r o f i t  as h a s  b e e n  e s t a b l i s h e d  in t h e  g r o w i n g  of
c o r n "  ( S r a f f a , 1 9 5 1 a , p . x x x i )
It is e v i d e n t  h e r e  t h a t  t h e  g e n e r a  I r a t e  of p r o f i t s  is
n o t  i n d e p e n d e n t  of e x c h a n g e a b l e  v a l u e s ,  i.e. of r e l a t i v e  
pr i c e s .

Y e t  F a c a r e l l o  d e s c r i b e s  S r a f f a ’ s " w e l l - k n o w n "  
i n t e r p r e t a t i o n  t h u s :
" S r a f f a ’ s w e l l - k n o w n  i n t e r p r e t a t i o n  of t h e  e a r l y
R i c a r d i a n  t h e o r y  of p r o f i t s  ... is i l l u s t r a t e d  b y  t h e  
s i m p l e  s c h e m e  of t h e  ’ c o r n - p r o f i t  m o d e l ’ , in w h i c h  o n e
a g r i c u l t u r a l  p r o d u c t  ( c a l l e d  ’ c o r n ’ or ’w h e a t ’ ) is t h e  
o n l y  b a s i c  c o m m o d i t y .  T h e  r a t e  of p r o f i t  is t h u s
i n d e p e n d e n t  of t h e  m e t h o d s  of p r o d u c t i o n  p r e v a i l i n g  in 
a n y  o t h e r  t r a d e  a n d  of t h e  p r i c e  s y s t e m  i t s e l f " 
( F a c a r e l l o ,  1 9 8 6 ,  p . 1 9 5 ; e m h a s i s  m i n e )

F a c a r e l l o  a t t e m p t s  to p r o v e  t h e  " h i s t o r i c a l
i r r e l e v a n c e "  of t h i s  " c o r n - p r o f i t  m o d e l " ,  n o t  of
S r a f f a ’ s .

H e  a r g u e s  t h a t  R i c a r d o ’ s p r o f i t  d e t e r m i n a t i o n  - in 
t h e  1 8 1 3 - 1 5  c o r r e s p o n d e n c e  a n d  in t h e  E s s a y  o n  P r o f i t s , 
i n c l u d i n g  t h e  i n s t a n c e s  p r e s e n t e d  b y  S r a f f a  in s u p p o r t  of 
h i s  i n t e r p r e t a t i o n  - is l o g i c a l l y  a n d  t e x t u a l l y  b o u n d  
w i t h  p r i c e  d e t e r m i n a t i o n  a c c o r d i n g  to t h e  c o n c e p t  of 
" n a t u r a l  p r i c e "  (i.e. t h e  p r i c e  w h i c h  p a y s  t h e  g e n e r a l
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r a t e s  of w a g e s ,  p r o f i t s  a n d  r e n t ) .  H a v i n g  r e p r e s e n t e d  t h e  
g e n e r a  1 r a t e  of p r o f i t s  in S r a f f a ’ s c o r n  m o d e l  a s  b e i n g  
" i n d e p e n d e n t  of t h e  p r i c e  s y s t e m " ,  he c o n c l u d e s :
" S r a f f a ’ s m o d e l  n o t  o n l y  is a t  v a r i a n c e  w i t h  t h e  i n n e r  
l o g i c  of R i c a r d o ’ s 1 8 1 3 - 1 5  t e x t s  b u t  a l s o  r e p r e s e n t s  a 
m i s r e a d i n g  of t h e  d i a l e c t i c  of t h e  R i c a r d o - M a 1 t h u s
c o r r e s p o n d e n c e  f r o m  w h i c h  it d r a w s  s o m e  of its c r u c i a l  
e v i d e n c e .  It w o u l d  a p p e a r  t h a t  S r a f f a  t o o k  o v e r  s o m e  of 
M a l t h u s ’ s m i s u n d e r s t a n d i n g  of R i c a r d o ’ s a p p r o a c h  to
p r i c e s  [ w h e n  S r a f f a  i n t e r p r e t s  M a l t h u s ’ s " c o r n  m o d e l "  
o b j e c t i o n s  to R i c a r d o  a s  b e i n g  a n  " e c h o "  of R i c a r d o ’ s o w n  
f o r m u l a t i o n ] "  ( p . 1 89)

It r a t h e r  a p p e a r s  t h a t  F a c a r e l l o  h a s  m i s r e a d  a n d  
m i s u n d e r s t o o d  b o t h  R i c a r d o ’ s e a r l y  a p p r o a c h  to p r o f i t s  
a n d  S r a f f a ’ s i n t e r p r e t a t i o n  of it. H e  h a s  o b v i o u s l y  
m i s r e p r e s e n t e d  t h e  l a t t e r .

T h a t  F a c a r e l l o  h a s  m i s u n d e r s t o o d  a n d  m i s i n t e r p r e t e d  
R i c a r d o ’ s e a r l y  p o s i t i o n  o n  p r o f i t  d e t e r m i n a t i o n  a p p e a r s  
f r o m  h i s  a c c o u n t  of t h e  p r o p o s i t i o n  t h a t  " i t  is t h e  
p r o f i t s  of t h e  f a r m e r  w h i c h  r e g u l a t e  t h e  p r o f i t s  of all
o t h e r  t r a d e s " ,  s t a t e d  in R i c a r d o ’ s l e t t e r  to T r o w e r  of 
M a r c h  1 8 1 4  ( V I , 1 0 4 ) .

F a c a r e l l o  f i n d s  in a f o o t n o t e  of t h e  E s s a y  on
P r o f i t s  a p a s s a g e  w h i c h ,  he  s a y s ,  " r e s t a t e s "  t h e  t e r m s  of 
R i c a r d o ’ s p r o p o s i t i o n  in t h e  l e t t e r  to T r o w e r .  T h e  
p a s s a g e  r e a d s :
"I a m  o n l y  d e s i r o u s  of p r o v i n g  t h a t  t h e  p r o f i t s  o n  
a g r i c u l t u r a l  c a p i t a l  c a n n o t  m a t e r i a l l y  v a r y ,  w i t h o u t
o c c a s i o n i n g  a s i m i l a r  v a r i a t i o n  in t h e  p r o f i t s  o n
c a p i t a l ,  e m p l o y e d  o n  m a n u f a c t u r e s  a n d  c o m m e r c e "
(IV,12,n.)
F a c a r e l l o  f i r s t  s a y s  ( p . 1 9 6 )  t h a t  he " c a n  e v e n  a d d "  t h i s
" r e s t a t e m e n t "  as  a " s e c o n d  a r g u m e n t "  to t h e  o n e  w h i c h ,  in
s u p p o r t  of t h e  " c o r n  m o d e l "  i n t e r p r e t a t i o n ,  w a s  p r e s e n t e d  
b y  S r a f f a  o n  t h e  b a s i s  of t h e  n u m e r i c a l  e x a m p l e s  in t h e
E s s a y . H e  l a t e r  " c o m e s  b a c k "  to t h i s  " a r g u m e n t "  of h i s
o w n  m a k i n g ,  o n l y  to r e j e c t  it:
" T h e  c o n t e x t  s h o w s  u n a m b i g u o u s l y  t h a t  it [ t h a t  p a s s a g e  of
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t h e  E s s a y  w h i c h  " r e s t a t e s ” t h e  p r o p o s i t i o n  in R i c a r d o ’ s 
l e t t e r  to T r o w e r ]  m u s t  b e  a c c e p t e d  in t h e  b r o a d  s e n s e  of 
a f a l l  of t h e  g e n e r a l  p r o f i t  r a t e  d u e  to t h e  r i s e  in t h e  
p r i c e  of f o o d ,  a n d  n o t  to t h e  d e c r e a s e  in t h e  p r o f i t s  
u p o n  t h e  l a n d : ’ g e n e r a l  p r o f i t s  o n  c a p i t a l ,  c a n  o n l y  b e  
r a i s e d  b y  a f a l l  in t h e  e x c h a n g e a b l e  v a l u e  of f o o d ’
( i b i d . , p . 2 2 ) .  ’A fall of a [ i n  t h e ]  p r i c e  of c o r n ,  in
c o n s e q u e n c e  of i m p r o v e m e n t s  in a g r i c u l t u r e  or of
i m p o r t a t i o n ,  w i l l  l o w e r  t h e  e x c h a n g e a b l e  v a l u e  of c o r n  
o n l y  - t h e  p r i c e  of n o  o t h e r  c o m m o d i t y  w i l l  b e  a f f e c t e d .  
If, t h e n ,  t h e  p r i c e  of l a b o u r  f a l l s ,  w h i c h  it m u s t  do 
w h e n  t h e  p r i c e  of c o r n  is l o w e r e d ,  t h e  r eal p r o f i t s  of 
all d e s c r i p t i o n s  m u s t  r i s e ;  a n d  n o  p e r s o n  w i l l  b e  so 
m a t e r i a l l y  b e n e f i t e d  as t h e  m a n u f a c t u r i n g  a n d  c o m m e r c i a l  
p a r t  of s o c i e t y ’ [ i b i d . , p p . 3 5 - 6 ] ” (F a c a r e 1 1 o , 1 9 8 6 , p . 1 9 7 )

H o w e v e r ,  t h e  c o n t e x t  d o e s  n o t  " s h o w  u n a m b i g u o u s l y "
t h a t  t h e  p a s s a g e  in q u e s t i o n  " m u s t  b e  a c c e p t e d  in t h e  
b r o a d  s e n s e  of a fall of t h e  g e n e r a l  p r o f i t  r a t e  d u e  to 
t h e  r i s e  in t h e  p r i c e  of f o o d ,  a n d  n o t  to t h e  d e c r e a s e  in 
t h e  p r o f i t s  u p o n  t h e  l a n d ” . In t h e  i m m e d i a t e  c o n t e x t  of 
t h e  p a s s a g e ,  t h e  f a l l  in t h e  g e n e r a l  r a t e  of p r o f i t s  
( f r o m  5 0 %  to 4 3 %  a n d  t h e n  to 3 6 % , . . . )  is d u e  to t h e
d e c r e a s e  in t h e  p r o f i t s  u p o n  t h e  m a r g i n a 1 land, a n d  t h e r e  
is n o  m e n t i o n  of t h e  r i s e  in t h e  p r i c e  of f o o d .  T h e
s t a t e m e n t  i t s e l f  to w h i c h  t h e  f o o t n o t e  is a p p e n d e d  r e a d s :  
" I n  t h i s  s t a t e  of s o c i e t y ,  w h e n  t h e  p r o f i t s  o n
a g r i c u l t u r a l  s t o c k ,  b y  t h e  s u p p o s i t i o n ,  a r e  f i f t y  p e r  
c e n t .  t h e  p r o f i t s  o n  all o t h e r  c a p i t a l  ... w i l l  b e  a l s o ,  
f i f t y  p e r  c e n t . "  ( I V , 12)

I n d e e d ,  t h e  E s s a y  s t a t e s  u n a m b i g u o u s l y  t h a t  g e n e r a  1 
p r o f i t s  o n  c a p i t a l  c a n  o n l y  b e  r a i s e d  or l o w e r e d  b y  a 
f a l l  or r i s e  in t h e  e x c h a n g e a b l e  v a l u e  of f o o d .
N e v e r t h e l e s s ,  it a l s o  s t a t e s  u n e q u i v o c a l l y  t h a t  " g e n e r a l
p r o f i t s  of s t o c k  b e i n g  r e g u l a t e d  b y  t h e  p r o f i t s  m a d e  on 
t h e  l e a s t  p r o f i t a b l e  e m p l o y m e n t  of c a p i t a l  o n
a g r i c u l t u r e "  ( I V , 13), or t h a t  " g e n e r a l  p r o f i t s  of s t o c k  
d e p e n d  w h o l l y  o n  t h e  p r o f i t s  of t h e  l a s t  p o r t i o n  of 
capital employed o n  t h e  l a n d "  ( I V , 2 1 ) .  T h e s e  p r o p o s i t i o n s
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a r e  n o  d o u b t  r e - s t a t e m e n t s  of t h e
r e g u l a t i n g - p r o f i t s - o f - a g r i c u l t u r e  p r o p o s i t i o n  in
R i c a r d o ’ s l e t t e r  to T r o w e r  ( e x c e p t ,  p e r h a p s ,  f o r
i n c o r p o r a t i n g  M a l t h u s ’ s " m a r g i n a l " c o n c e p t  of ’M a s t
p o r t i o n  of c a p i t a l  e m p l o y e d ” , as s h o w n  in c h a p t e r  4, 
s e c t i o n  4 . 2  a b o v e ) .  F a c a r e l l o  l e a v e s  t h e s e  p r o p o s i t i o n s  
o u t  of h i s  a c c o u n t  w h e n  c r i t i c i z i n g  S r a f f a ’ s " c o r n  m o d e l ” 
i n t e r p r e t a t i o n  of s u c h  p r o p o s i t i o n s .

As to t h e  d e p e n d e n c e  of t h e  g e n e r a  1 r a t e  of p r o f i t s  
o n  t h e  ” p r i c e  s y s t e m ” (to u s e  F a c a r e l l o ’ s e x p r e s s i o n ) ,  
S r a f f a  e x p l a i n s  t h a t ,  if t h e  p r o f i t s  in a g r i c u l t u r e  a r e  
d e t e r m i n e d  i n d e p e n d e n t l y  of v a l u e s ,  a n d  if t h e r e  is to b e  
a u n i f o r m  r a t e  of p r o f i t  in all t r a d e s ,  t h e n  t h e  v a l u e s  
of t h e  p r o d u c t s  of o t h e r  t r a d e s  m u s t  b e  a d j u s t e d  r e l a t i v e  
to c o r n  so as  to y i e l d  t h e  s a m e  r a t e  of p r o f i t  as h a s  
b e e n  e s t a b l i s h e d  in t h e  g r o w i n g  of c o r n .  T h u s ,  " g e n e r a l  
p r o f i t s  o n  c a p i t a l ,  c a n  o n l y  b e  r a i s e d  b y  a f a l l  in t h e  
e x c h a n g e a b l e  v a l u e  of f o o d ” - as  s t a t e d  b y  R i c a r d o  
( I V , 22 )  a n d  q u o t e d  b y  F a c a r e l l o  a g a i n s t  S r a f f a ’ s
i n t e r p r e t a t i o n .  In t e r m s  of m o n e y  p r i c e s ,  t h i s
" a d j u s t m e n t ” of r e l a t i v e  p r i c e s  c a n  o n l y  t a k e  p l a c e  if 
t h e  m o n e y  p r i c e s  of t h e  p r o d u c t s  of o t h e r  t r a d e s  r i s e  or 
fal 1 re 1 a t  i ve  to t h e  m o n e y  p r i c e s  of c o r n  a n d  l a b o u r  - as 
in t h e  p a s s a g e  of t h e  E s s a y  ( I V , 3 5 - 6 )  w h i c h  F a c a r e l l o  
q u o t e s  a s  t h o u g h  it w e r e  i n c o m p a t i b l e  w i t h  S r a f f a ’ s 
i n t e r p r e t a t i o n .
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6. C o n e  1 us  i o n

In h i s  1 9 8 3  a r t i c l e ,  H o l l a n d e r  c o n c l u d e s :
M I s u b m i t  t h a t  S r a f f a ’ s e v i d e n c e  is u n c o n v i n c i n g  f o r  t h e  
r e a s o n s  g i v e n  ... M y  i n t e r p r e t a t i o n ,  b y  c o n t r a s t ,  h a s  t h e  
m e r i t  t h a t  it d o e s  n o t  t u r n  o n  t h e  p o s s i b l e  c o n t e n t  of
s o m e  a p p a r e n t l y  n o  l o n g e r  e x t a n t  ’m o r e  e x p l i c i t
s t a t e m e n t s ’ b y  R i c a r d o  of his p o s i t i o n .  I b a s e  m y  c a s e  o n
t h e  o p e n  b o o k s  b e f o r e  u s . " ( p . 174)

In t h e  " b o o k s "  p e r t a i n i n g  to t h e  p e r i o d  1 8 1 3 - 1 5 ,  it 
is o b v i o u s  t h a t  c h a n g e s  in t h e  p r o d u c t i v i t y  of l a b o u r  in
a g r i c u l t u r e  e x e r t  t h e i r  i n f l u e n c e  on  t h e  g e n e r a l  r a t e  of
p r o f i t s  b y  m e a n s  of c h a n g e s  in t h e  m o n e y  p r i c e  of f o o d
a n d  t h e  m o n e y  w a g e  r a t e .  H o l l a n d e r  s u b m i t s  s o m e t h i n g  l i k e  
this^* as h i s  i n t e r p r e t a t i o n  of R i c a r d o ’ s e a r l y  t h e o r y  of 
p r o f i t s .  H o w e v e r ,  t h e r e  is no n e e d  f o r  a n  i n t e r p r e t a t i o n  
h e r e ,  m e r e  r e a d i n g  b e i n g  s u f f i c i e n t .

B y  c o n t r a s t ,  in t h e  s a m e  " b o o k s "  o n e  r e a d s  t h e
r e c u r r e n t  p r o p o s i t i o n  t h a t  g e n e r a l  p r o f i t s  a r e
" r e g u l a t e d "  b y  t h e  p r o f i t s  of a g r i c u l t u r e ,  w i t h o u t  a
r e a s o n  b e i n g  s t a t e d . In t h i s  c a s e ,  a n  i n t e r p r e t a t i o n  is 
n e c e s s a r y ,  e v e n  if o n l y  to e s t a b l i s h  t h a t  n o  p a r t i c u l a r  
r e a s o n  is i n v o l v e d .  S r a f f a  s u b m i t s  a n  i n t e r p r e t a t i o n  of 
t h i s  p r o p o s i t i o n ,  w h e r e a s  o t h e r  w r i t e r s  r e f u s e  e v e n  to 
r e a d  it in t h e  " o p e n  b o o k s " ,  d e n y i n g  t h a t  R i c a r d o  h a d  in 
m i n d  w h a t  h e  u n e q u i v o c a l l y  s t a t e d ,  t h a t  is, d e n y i n g  t h a t  
he h a d  in m i n d  a d e t e r m i n i n g  r o l e  of t h e  p r o f  i t s  of
a g r i c u l t u r e  ( H o l l a n d e r ) ,  or a d e t e r m i n i n g  r o l e  of t h e
p r o f i t s  of a g r i c u l t u r e  ( P e a c h ) .

S r a f f a ’ s i n t e r p r e t a t i o n  is e v i d e n t l y  b a s e d  o n  t h e
" o p e n  b o o k s  b e f o r e  u s "  - i n c l u d i n g  " b o o k s "  t h a t  he 
h i m s e l f  r e c o v e r e d  a n d  o p e n e d  u p  to us, l i k e  t h e  l e t t e r s  
of M a l t h u s  to R i c a r d o .

1 H o l l a n d e r  m i s r e a d s  R i c a r d o ' s  c l e a r  r e f e r e n c e s  to
p r o d u c t i v i t y  of l a b o u r ,  b y  s u b s t i t u t i n g  f o r  it
" p r o d u c t i v i t y  of 1a b o u r - a n d - c a p i t a 1" ( 1 9 7 3 , p . 2 7 8 , n .) or 
" p r o d u c t i v i t y  of a g r i c u l t u r a l  r e s o u r c e s "  ( 1 9 7 9 , p . 1 2 4 ) .
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