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    Who gains and who pays when nations grow? David Ricardo’s On the Principles of Political Economy, and Taxation confronts that question with a stark, elegant logic that still frames debates about wealth and power. Written amid the convulsions of early industrial Britain, it examines how the fruits of economic progress are divided among workers, capitalists, and landowners. Ricardo strips everyday market bustle to its essentials, then rebuilds it as a system of interlocking forces—value, distribution, trade, and taxation—whose tensions propel history forward. The result is a clear-eyed inquiry into prosperity’s arithmetic and its moral implications, rigorous yet unflinching about the conflicts growth reveals.

This book is a classic because it defined, and in many ways created, the language of classical political economy. Its arguments shaped nineteenth-century controversies over free trade, protection, taxation, and land, and they still anchor textbooks and policy briefings. The work’s endurance lies in its durable structure: economy as a field of competing claims constrained by scarcity. Ricardo’s spare, deductive style gave later thinkers a model for analytical precision, while his central insights became touchstones for argument and revision. From its initial reception to modern classrooms, it continues to provoke, not through ornament, but through clarity that invites challenge and refinement.

David Ricardo, a British political economist born in 1772, wrote the book in the aftermath of the Napoleonic Wars and the enactment of the Corn Laws. First published in 1817, it emerged from a period of rapid industrialization, rising urban populations, and contentious debates about prices and wages. Ricardo, a successful financier who later served as a Member of Parliament, brought practical acumen to abstract analysis. His vantage point—at once close to markets and attentive to policy—shaped a work that is both theoretical and intensely public-spirited. The book’s timing made it indispensable to a society grappling with growth and distribution.

On the Principles of Political Economy, and Taxation studies how value is determined, how income is distributed among wages, profits, and rent, and how trade and taxation alter these shares. It moves from fundamentals—value and price—through the dynamics of land scarcity and agricultural productivity, and on to the international circulation of goods and the fiscal choices of the state. Rather than describing every empirical detail, Ricardo builds clean models to reveal the economy’s structural pressures. He distinguishes proximate from ultimate causes, showing how small changes in production conditions can cascade through classes, markets, and borders to reshape national fortunes.

Ricardo’s purpose was to identify the laws governing value and distribution and to assess how policy, especially taxation and trade rules, affects long-run prosperity. He sought principles that would hold beyond particular episodes, enabling legislators and citizens to foresee the consequences of well-intended reforms. His method treats the economy as a system with measurable relationships, not a collection of anecdotes. Without promising simple remedies, he offers tools: to analyze who benefits from rising prices, who bears the burden of taxes, and how specialization expands total output. The intention is clarity in judgment, so that political choices can be disciplined by economic reasoning.

Among the ideas that secured the book’s renown are the theory of comparative advantage in trade, the law of rent linked to land quality and scarcity, and the recognition that diminishing returns in agriculture influence profits and wages across the economy. Ricardo famously articulated why nations gain from specializing according to relative, not absolute, productivity, and how landowners can capture rents as cultivation extends to inferior soils. He traced how these forces, over time, could squeeze profits and slow accumulation. These concepts, stated with crisp abstraction and concrete examples, offered a durable framework for understanding growth, distribution, and policy across borders and eras.

The book’s influence radiated through the nineteenth century and beyond. John Stuart Mill systematized and popularized many Ricardian insights, while Karl Marx engaged them critically in his analysis of value and surplus. The strengths and limits of the Ricardian system became organizing questions for later schools, from the classical tradition to the neoclassical turn that reworked value theory. In public life, his arguments energized movements for free trade and shaped debates over land, tariffs, and fiscal burdens. Even where subsequent theory departed, it did so along coordinates Ricardo helped chart, keeping his concerns central to the evolution of economic thought.

Ricardo’s style—logical, spare, and intensely focused—gave the discipline a template for abstraction deployed in the service of practical inquiry. He uses simple numerical illustrations not to imitate reality, but to reveal its skeleton. Assumptions are stated, conclusions drawn, and implications tracked with relentless consistency. This deductive clarity made the book a magnet for critique, a virtue that amplified its reach: by clarifying where one agrees or disagrees, it advanced the art of economic argument. The result is a work that reads less like a period piece than a methodological landmark, demanding precision from both its admirers and its opponents.

Historically, the book belonged to a Britain wrestling with high grain prices, trade restrictions, and the fiscal weight of war. Ricardo’s analysis of taxation clarified how levies on commodities, income, or property shift burdens among classes and alter incentives to invest. His arguments on trade spoke directly to the controversies surrounding protection and the gains from openness, while his treatment of rent provided an intellectual foundation for reformers contesting unearned advantages. Though pitched at principles rather than programs, the work animated policy campaigns and parliamentary debates, its influence felt in the long struggle over the Corn Laws and related reforms.

Thematically, the book probes the fault lines of a growing economy: scarcity versus abundance, efficiency versus equity, and the short-run bustle of markets versus the slow drift of structural change. It investigates how the returns to different factors of production move with technology, land constraints, and demographic pressures. It asks whether prosperity enriches all or primarily reallocates shares, and how policy can temper or intensify those shifts. In doing so, it evokes a sober sense of trade-offs—economic progress as a balance of forces rather than a simple ascent—while preserving a faith that lucid analysis can improve collective choices.

For contemporary readers, Ricardo remains urgent because the questions he posed have not faded. Globalization and trade tensions revive debates over specialization and national advantage. Tax policy still grapples with incidence, incentives, and fairness. Urban land values and resource rents echo his analysis of unearned gains. Concerns about inequality, productivity, and the limits imposed by nature or institutions give his distributional focus a fresh edge. His models do not answer every modern puzzle, but they discipline inquiry: who gains, who pays, and why? In an age of complex data, his insistence on clear mechanisms offers a bracing intellectual compass.

On the Principles of Political Economy, and Taxation endures as a map of the economy’s deep currents: value determined under constraint, income divided by contestable rules, trade expanding possibilities, and taxes shifting the balance. Its lasting appeal stems from lucid structure, fearless engagement with hard choices, and a generosity that equips readers to disagree intelligently. Reading Ricardo today means entering a conversation about growth and justice that still guides policy and scholarship. The book’s themes—distribution, scarcity, and the architecture of prosperity—remain vital, and its disciplined reasoning invites each generation to test, refine, and apply its principles anew.
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    David Ricardo’s On the Principles of Political Economy, and Taxation sets out to discover the laws governing the distribution of income among the three main classes of a competitive economy: landlords, capitalists, and workers. Beginning from abstract assumptions and long-run tendencies, Ricardo clarifies how output is divided as economies expand and resources become scarcer. He distinguishes the study of value from the study of wealth, and defines key terms such as capital, profit, rent, and wages. His method emphasizes the gravitation of market outcomes toward “natural” rates determined by underlying conditions, thereby providing a framework for analyzing prices, income shares, and policy effects.

Ricardo opens with a theory of value grounded chiefly in the quantity of labor required to produce goods, allowing for modifications when capital differs in durability and turnover time. He distinguishes natural price, which reflects costs of production, from market price, which fluctuates with temporary supply and demand conditions but tends to align with natural price over time. Money is treated as a commodity with its own production conditions, and not as the source of value. Changes in wages and profits affect relative prices only to a limited extent, with the labor embodied in goods remaining the primary determinant of long-run exchange relations.

He next develops the theory of rent, arguing that rent arises from differences in land fertility and situation as cultivation extends to progressively less productive soils. Because rent is a surplus accruing to superior lands relative to the margin of cultivation, it does not form part of the cost that regulates price. The same logic applies to mines and other natural agents. As population and demand for food increase, diminishing returns in agriculture elevate rent and shift income shares toward landlords. This foundational result links land scarcity to distributional outcomes without attributing a causal role for rent in setting commodity prices.

Wages are then analyzed through the distinction between a natural rate—shaped by subsistence norms and social customs—and the market rate, which may deviate temporarily. Profits emerge residually from the value of output once wages and other necessary advances are paid. Given technology, Ricardo emphasizes an inverse relationship between the average rate of profits and the level of real wages. Competition equalizes profit rates across sectors by reallocating capital. This framework connects class incomes to the underlying conditions of production and to demographic and social influences on wages, laying the groundwork for later conclusions about growth, accumulation, and long-run tendencies.

Accumulation of capital and the extension of cultivation lead to a central tendency in Ricardo’s system: as food becomes harder to produce at the margin, real wages consistent with customary subsistence rise, and the rate of profits tends to fall. Technical improvements, especially in agriculture, can counteract this tendency by lowering the cost of necessities. Ricardo analyzes the equalization of profits, the role of time and fixed capital, and the distinction between gross and net produce. He anticipates a possible stationary state in which low profits curb accumulation, while noting that innovation and better trade terms can postpone or mitigate this outcome by improving productive conditions.

Turning to foreign trade, Ricardo introduces the principle of comparative advantage: nations gain by specializing in goods they can produce at comparatively lower cost, regardless of absolute productivity. International exchange does not alter domestic labor values but can reduce the domestic cost of necessities, thereby raising profits and easing land scarcity pressures. He evaluates bounties, drawbacks, and restrictions, criticizing policies that distort trade. In particular, he opposes the Corn Laws, arguing they raise food prices, increase rent, depress profits, and hinder accumulation. Trade, in this analysis, is a mechanism for improving distributional outcomes by lowering input costs and expanding consumption possibilities.

Ricardo devotes extensive attention to taxation, investigating who ultimately bears different taxes. Taxes on rent fall on landlords and do not raise prices. Taxes on raw produce or on necessities may elevate wages and reduce profits, altering distribution. Taxes on profits cannot be fully shifted and may discourage accumulation. He examines taxes on wages, commodities, and capital, along with poor rates and tithes, tracing their incidence through effects on costs, prices, and income shares. The guiding principle is that efficient taxation minimizes interference with production and accumulation, avoids discouraging capital formation, and recognizes distinct burdens across landlords, capitalists, and laborers.

Further chapters refine the conceptual apparatus. Ricardo distinguishes value from riches, noting that increases in abundance may raise wealth without changing value proportions. He separates market fluctuations from underlying natural prices and discusses sudden changes in trade channels. In later editions, he adds a chapter on machinery, acknowledging that labor-saving innovations can temporarily reduce employment and wages even as they raise net produce in the long run. He also considers issues related to the precious metals as money, while maintaining that monetary phenomena are distinct from the real determinants of value. These analyses sharpen the policy implications of his distribution and value theory.

The book’s overall message is that the fundamental laws of political economy concern how production conditions and scarcity shape the division of income among classes. Value is governed mainly by labor requirements; rent arises from differential fertility and does not regulate price; wages and profits move inversely given technology and subsistence norms; and trade and technical progress can mitigate diminishing returns. Taxation should be assessed by its incidence and its effects on accumulation. By organizing these propositions into a coherent system, Ricardo provides a sequential, rigorous account of prices, distribution, and policy, establishing a cornerstone of classical economics and a framework for later analysis.
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    David Ricardo wrote in, and about, Britain during the 1810s, a decade of transition from protracted war to uncertain peace. The book appeared in London in 1817, published by John Murray, in a society reeling from the end of the Napoleonic Wars and the immediate return of peacetime challenges. Britain was at once the pioneer of industrial capitalism and a polity where landed interests still dominated Parliament. Rapid urbanization in Manchester, Birmingham, Leeds, and London contrasted with a countryside undergoing enclosure. Prices, wages, and profits were volatile. Policy debates over money, taxation, and grain laws divided political factions and social classes, supplying the immediate context of Ricardo’s arguments.

The City of London, home to the Bank of England and the Stock Exchange (formalized in 1801), provided the vantage point from which Ricardo observed currency and debt markets. London’s Corn Exchange at Mark Lane registered sharp movements in wheat prices that animated national debate. Nearby, Westminster hosted legislative battles over protection and taxation, while coffeehouses and clubs disseminated the new political economy. The intellectual terrain was shaped by Adam Smith’s Wealth of Nations (1776), Thomas Robert Malthus’s population principle, and practical controversies over bullion, paper money, and the Poor Laws. This dense institutional and urban geography framed Ricardo’s analyses of value, distribution among classes, and the incidence of taxes.

The wars with Revolutionary and Napoleonic France (1793–1815) dominated Britain’s public finances and political economy. Naval dominance after Trafalgar (1805) and final victory at Waterloo (1815) came at immense fiscal cost: the national debt rose from roughly £228 million in 1792 to over £800 million by 1815. Wartime blockade, military procurement, and fluctuating grain imports reshaped prices and trade patterns. The state relied on new taxes, including Pitt’s income tax (1799), and heavy borrowing from City financiers. Ricardo’s Principles scrutinizes how such fiscal burdens fall on rent, profits, and wages; his insistence on tracing tax incidence and the effects of debt reflects the wartime legacy embedded in peacetime policy.

The Corn Law of 1815 (55 Geo III c. 26) epitomized postwar protectionism and galvanized Ricardo’s analysis of rent, profits, and wages. Pressed by the landed interest and introduced under Lord Liverpool’s government, the statute barred foreign wheat until domestic prices reached 80 shillings per Winchester quarter, aiming to preserve high farm incomes after wartime booms. The measure followed extreme price swings: during the war wheat often exceeded 100 shillings, then fell rapidly as continental markets reopened, alarming landlords with mortgages and improvements to service. London saw large protests in March 1815 outside Parliament; petitions from manufacturing towns warned that dear corn would raise subsistence wages, squeeze profits, and depress industry. Malthus, in 1815, argued for agricultural protection to safeguard domestic supply and stability; Ricardo, in his 1815 Essay on the Influence of a Low Price of Corn on the Profits of Stock and, more systematically, in the Principles (1817), advanced the contrary case. He formalized rent as a differential return arising from the order of cultivation: as cultivation extends to less fertile land, price is determined by the cost on the marginal land, and rent accrues to inframarginal landlords. Protection that elevates the corn price, he argued, raises the natural price of labour, reduces the general rate of profit, and slows capital accumulation. In Ricardo’s framework, the Corn Laws shifted distribution toward landlords at the expense of capitalists and workers, misallocating resources and retarding growth. The threshold mechanism institutionalized this transfer through policy. The Principles’ chapters on rent, wages, profits, and taxation thus directly confront the 1815 Act, providing a coherent rationale for repeal and for freer grain trade. This controversy, more than any other, shaped the book’s central architecture and its enduring influence on debates over agricultural protection and industrial development.

The immediate postwar years brought distress across Britain. The volcano Tambora’s 1815 eruption produced the 1816 Year Without a Summer, compounding harvest failures and volatile prices. Manufacturers confronted slack demand as war contracts ended, while returning soldiers swelled the labor force. Episodes such as the Spa Fields meetings (1816) and the Pentridge rising (1817) signaled social tension. Ricardo’s analysis of the natural and market price of labour, and the tendency of profits to fall under rising food costs, mirrored this environment. He argued that policies sustaining high grain prices worsen the distributional squeeze, while sound taxation and freer trade would lower subsistence costs and support accumulation.

The Bank Restriction Act (1797) suspended specie payments as the Bank of England faced a drain of gold amid invasion scares and financial strain. Paper money issuance rose, and country bank notes proliferated, generating controversy over inflation and the value of banknotes relative to bullion. Ricardo studied these developments from the City, framing a theory that linked the value of paper currency to its convertibility and quantity. Though the Principles centers on real distribution, its discussions of money and taxation draw on insights formed during the Restriction era, grounding his views on the neutrality of money in the long run and the dangers of inconvertible paper.

Parliament’s Bullion Committee (1810), chaired by Francis Horner, investigated the high price of gold and the paper pound’s depreciation. Ricardo’s pamphlet The High Price of Bullion, a Proof of the Depreciation of Bank Notes (1810) influenced the committee’s report, which recommended a return to convertibility. Witnesses such as Henry Thornton and the Bank’s directors debated causes of price movements and exchange rates. In the Principles, Ricardo systematized the relation between currency, prices, and the balance of payments, treating gold flows as equilibrating. His stance on taxation also reflected the view that monetary mismanagement can obscure, but not alter, real distributive forces among wages, profits, and rent.

The Resumption Act of 1819 (59 Geo III c. 49), steered in the Commons by Sir Robert Peel, set a path for the Bank of England to resume cash payments; convertibility effectively returned by 1821. Ricardo, elected MP for Portarlington in 1819, sat on committees and spoke in favor of an orderly resumption to restore monetary credibility. This decision imposed short-run strains on prices and credit but anchored long-run value relations central to his theory. In the Principles, his treatment of taxes and public debt presupposes the need for a stable standard, warning that attempts to finance the state via depreciation distort distribution and erode capital.

Britain’s Industrial Revolution accelerated after 1780, with mechanized spinning and weaving, Watt’s and Boulton’s steam engines, and ironmaking advances transforming regions like Lancashire and the West Midlands. Cotton exports surged through Liverpool; Birmingham and Sheffield specialized in metalwares. Urban populations grew rapidly between the 1801 and 1821 censuses. Ricardo’s model abstracts from specific technologies, yet the book assumes rising capital intensity and competitive markets in manufacturing, contrasting with diminishing returns on land. By focusing on profits as the engine of accumulation, and on how food prices condition the wage, he offers a framework for understanding how industrial growth depends on cheap subsistence and unfettered resource allocation.

Luddite disturbances between 1811 and 1817 in Nottinghamshire, Yorkshire, and Lancashire targeted frames and power-looms, prompting the Frame Breaking Act (1812), which made machine breaking a capital offense. Though the initial 1817 edition of the Principles treated machinery as generally beneficial, the 1821 third edition added a chapter On Machinery, acknowledging that mechanization could harm workers in the short run by displacing labor before prices and demand adjust. These revisions responded to persistent unrest and unemployment. The book thus engages with a concrete social conflict of the period, integrating it into a theory where long-run gains from innovation coexist with transitional distributional losses.

The Poor Laws and the Speenhamland system (initiated in Berkshire in 1795) provided allowances indexed to bread prices, administered by parishes under settlement rules. Malthus’s Essay on Population (1798, 1803) criticized these measures as encouraging early marriage and depressing wages. Ricardo agreed that poor rates act as a tax on wages and profits, potentially raising the natural price of labour without alleviating poverty sustainably. In the Principles, chapters on taxation of wages and on poor rates analyze these institutions’ incidence. By tying relief to the price of subsistence, the system intersected directly with his contention that dear corn transmits pressure through wages onto profits and accumulation.

Parliamentary enclosure, facilitated by thousands of private Acts and the General Enclosure Act of 1801, transformed the countryside between 1760 and 1820. Consolidation of open fields into hedged farms, new rotations like the Norfolk four-course system, and drainage raised yields but reallocated common rights and altered rural society. Enclosure increased the rent-bearing capacity of superior soils, sharpened differences among grades of land, and reinforced landlord power. Ricardo’s rent theory formalizes these realities: rent is not a cost but a residual arising from differential fertility and location as cultivation extends. The historical expansion of enclosure gave empirical traction to his abstract ordering of lands from best to worst.

International trade was constrained by Napoleon’s Continental System (Berlin Decree 1806, Milan Decree 1807) and British Orders in Council (1807), which disrupted Baltic grain flows and redirected commerce. The Anglo-Portuguese Methuen Treaty (1703) long anchored wine-cloth exchanges; British intervention in Portugal in 1807 and the restoration of peace in 1814–1815 reopened channels. In the Principles, Ricardo’s chapter on foreign trade uses the England–Portugal cloth-and-wine example to illustrate comparative advantage, arguing that mutual gains do not require absolute superiority. The policy lesson—repeal of restrictions like the Corn Laws—was grounded in this concrete history of wartime blockades and postwar reorientation of trade.

The unreformed Parliament, dominated by landed interests and rotten boroughs, framed the political economy of the 1810s. After the Peterloo Massacre in Manchester on 16 August 1819, where at least fifteen were killed and hundreds injured during a mass meeting for reform, the government passed the repressive Six Acts (December 1819). Ricardo entered the Commons that year, aligning with reformers on economic questions while retaining analytical neutrality in his theory. The Principles’ demotion of rent to a surplus and its attack on protection challenged the political power of landlords, offering an economic rationale that undercut the dominant parliamentary coalition’s claims to serve general prosperity.

War finance depended on the London Stock Exchange and the issuance of perpetual bonds, or Consols, subscribed by houses including the Barings and, later, the Rothschilds. Ricardo amassed a fortune as a government stockbroker, mastering the mechanics of public debt. He criticized the Sinking Fund, first devised by Pitt in 1786 and later revived by Vansittart, as arithmetically ineffective when borrowing continued. In the Principles, his chapters on taxes and public debt trace how levies on commodities, raw produce, and profits alter relative prices and distribution. The City’s practices thus supplied both the data and the skepticism that inform his assessments of fiscal expedients and their social burdens.

Ricardo’s book functions as a critique of the ascendancy of landlords and the policymaking that privileged them. By demonstrating that rent is a price-determined residual, not a productive cost, he strips away the claim that high corn prices benefit the nation. His distributional analysis exposes how the Corn Laws transfer income from capitalists and workers to landowners, lowering profits and impeding accumulation. The insistence on free import of grain, on the neutrality of rent for cost, and on the primacy of profits for growth collectively indict a political order that legislates scarcity. The work recasts social conflict as a quantifiable struggle over shares rather than a natural hierarchy.

The text also critiques fiscal and monetary policy that obscures real burdens. Ricardo traces the incidence of taxes on wages, profits, and raw produce, showing how indirect levies and poor rates can raise subsistence costs and depress industry. He calls for taxes least injurious to accumulation, and for transparent finance rather than reliance on depreciation or illusory sinking funds. His advocacy of resumption and free trade targets policy-created volatility, while the machinery chapter acknowledges transitional injustice to laborers. Across these themes, the book exposes class divides, regressive protection, and legislative bias, proposing rules that align monetary stability, open commerce, and equitable taxation with national prosperity.
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    David Ricardo (1772–1823) was a leading figure of classical political economy in Britain during the early nineteenth century. Rising to prominence after Adam Smith, he articulated influential theories of value, distribution, rent, and international trade that shaped economic analysis for generations. His book On the Principles of Political Economy and Taxation consolidated work he had developed in earlier pamphlets and set the agenda for debates about free trade, monetary stability, and taxation. A successful financier who entered Parliament late in life, Ricardo combined analytical rigor with policy engagement, leaving a body of work that remains central to the history and teaching of economics.

Ricardo’s formal schooling was limited, and his intellectual formation was largely self-taught. After beginning work in his teens on the London Stock Exchange, he read widely in political economy. Adam Smith’s Wealth of Nations provided an initial framework, while exchanges with Thomas Robert Malthus and James Mill sharpened his arguments and methods. He participated in the public debates on money and trade that animated British intellectual life in the late Georgian period. Through sustained correspondence and discussion, he refined a characteristically abstract, deductive style that emphasized clear definitions, logical chains of reasoning, and comparative analysis of alternative policies.

Financial success enabled Ricardo to retire relatively early and devote substantial time to research and writing. His first major public intervention came during the bullion controversy with The High Price of Bullion, a Proof of the Depreciation of Bank Notes, which argued that excessive note issuance had driven prices above their metallic parity and urged a return to convertibility. He followed with the Essay on the Influence of a Low Price of Corn on the Profits of Stock, clarifying how diminishing returns on land affect the distribution of income among landlords, capitalists, and workers. Proposals for an Economical and Secure Currency elaborated practical monetary reforms.

On the Principles of Political Economy and Taxation synthesized Ricardo’s system. Building on a labor-based theory of value qualified by capital intensity and production time, he examined how profits, wages, and rents are determined, and why rent arises on superior land as cultivation extends to less fertile plots. His analysis of distribution led him to emphasize the inverse relation between wages and profits under given technology. The book also set out the classic articulation of comparative advantage in trade: even when one country is more productive in all goods, specialization according to relative costs raises total output and mutual gains from exchange.

Ricardo’s case for free trade carried clear policy implications. He argued against protective duties and the Corn Laws on the grounds that they distorted prices, elevated rents, and depressed profits, thereby slowing capital accumulation. As a Member of Parliament in the late 1810s and early 1820s, he advocated liberalization and broader fiscal reforms, while maintaining an intense, amicable debate with Malthus over value, profits, and the possibility of general gluts. Although skeptical that economy-wide overproduction could persist, he acknowledged sectoral maladjustments and the importance of demand composition. His public stature made these theoretical controversies immediate concerns for legislators and commentators.

Monetary questions remained central to Ricardo’s policy writing. He supported resumption of gold payments as a means of anchoring the currency, while proposing that note issuance be governed by rule-bound institutions distinct from ordinary banking to reduce inflationary pressures. His analyses of taxation stressed incidence and the effects on accumulation, favoring taxes less damaging to profits. On public debt, he explored how financing government expenditure through borrowing versus taxes shifts burdens across time, a line of reasoning later associated with Ricardian equivalence, though subsequent economists debated both its logic and applicability. Throughout, he linked theoretical models to practical recommendations grounded in observed market behavior.

In his final years Ricardo combined parliamentary service with ongoing revisions to his Principles and extensive correspondence. He died in the early 1820s, leaving a concise but influential oeuvre. Later thinkers adapted and contested his ideas: John Stuart Mill systematized classical doctrines; Karl Marx reworked the labor theory of value; marginalist economists reframed distribution while engaging with his rent analysis. Comparative advantage became a cornerstone of modern trade theory, and his treatments of rent, money, and taxation still structure classroom discussions and policy debates. Ricardo’s legacy endures as a model of rigorous abstraction applied to the pressing economic issues of his age.
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PREFACE.



The produce of the earth—all that is derived from its surface by the united application of labour, machinery, and capital, is divided among three classes of the community; namely, the proprietor of the land, the owner of the stock or capital necessary for its cultivation, and the labourers by whose industry it is cultivated.

But in different stages of society, the proportions of the whole produce of the earth which will be allotted to each of these classes, under the names of rent, profit, and wages, will be essentially different; depending mainly on the actual fertility of the soil, on the accumulation of capital and population, and on the skill, ingenuity, and instruments employed in agriculture.

To determine the laws which regulate this distribution, is the principal problem in Political Economy[1][1q]: much as the science has been improved by the writings of Turgot, Stuart, Smith, Say, Sismondi, and others, they afford very little satisfactory information respecting the natural course of rent, profit, and wages.

In 1815, Mr. Malthus[3] in his "Inquiry into the Nature and Progress of Rent," and a Fellow of University College, Oxford, in his "Essay on the Application of Capital to Land," presented to the world, nearly at the same moment, the true doctrine of rent; without a knowledge of which it is impossible to understand the effect of the progress of wealth on profits and wages, or to trace satisfactorily the influence of taxation on different classes of the community, particularly when the commodities taxed are the productions immediately derived from the surface of the earth. Adam Smith[2], and the other able writers to whom I have alluded, not having viewed correctly the principles of rent, have, it appears to me, overlooked many important truths, which can only be discovered after the subject of rent is thoroughly understood.

 To supply this deficiency, abilities are required of a far superior cast to any possessed by the writer of the following pages; yet after having given to this subject his best consideration—after the aid which he has derived from the works of the above-mentioned eminent writers—and after the valuable experience which a few late years, abounding in facts, have yielded to the present generation—it will not, he trusts, be deemed presumptuous in him to state his opinions on the laws of profits and wages, and on the operation of taxes. If the principles which he deems correct should be found to be so, it will be for others more able than himself to trace them to all their important consequences.

The writer, in combating received opinions, has found it necessary to advert more particularly to those passages in the writings of Adam Smith from which he sees reason to differ; but he hopes it will not on that account be suspected that he does not, in common with all those who acknowledge the importance of the science of Political Economy, participate in the admiration which the profound  work of this celebrated author so justly excites.

The same remark may be applied to the excellent works of M. Say, who not only was the first, or among the first, of continental writers, who justly appreciated and applied the principles of Smith, and who has done more than all other continental writers taken together, to recommend the principles of that enlightened and beneficial system to the nations of Europe; but who has succeeded in placing the science in a more logical, and more instructive order; and has enriched it by several discussions, original, accurate, and profound.1 The respect, however, which the author entertains for the writings of this gentleman, has not prevented him from commenting with that freedom which he thinks the interests of science require, on such passages of the "Economie Politique," as appeared at variance with his own ideas.





CHAPTER I.



ON VALUE.

It has been observed by Adam Smith, that "the word Value has two different meanings, and sometimes expresses the utility of some particular object, and sometimes the power of purchasing other goods which the possession of that object conveys. The one may be called value in use[4]; the other, value in exchange. The things," he continues, "which have the greatest value in use, have frequently little or no value in exchange; and, on the contrary, those which have the greatest value in exchange, have little or no value in use." Water and air are abundantly useful; they are indeed indispensable to existence, yet, under ordinary circumstances, nothing can be obtained in exchange for them. Gold, on the contrary, though of little use compared with air or water, will exchange for a great quantity of other goods.

Utility then is not the measure of exchangeable value, although it is absolutely essential to it. If a commodity were in no way useful,—in other words, if it could in no way contribute to our gratification,—it would be destitute of exchangeable value, however scarce it might be, or whatever quantity of labour might be necessary to procure it.

Possessing utility, commodities derive their exchangeable value from two sources: from their scarcity, and from the quantity of labour required to obtain them.

There are some commodities, the value of which is determined by their scarcity alone. No labour can increase the quantity of such goods, and therefore their value cannot be lowered by an increased supply. Some rare statues and pictures, scarce books and coins, wines of a peculiar quality, which can be made only from grapes grown on a particular soil, of which there is a very limited quantity, are all of this description. Their value is wholly independent of the quantity of labour originally necessary to produce them, and varies with the varying wealth and inclinations of those who are desirous to possess them.

These commodities, however, form a very small part of the mass of commodities daily exchanged in the market. By far the greatest part of those goods which are the objects of desire, are procured by labour; and they may be multiplied, not in one country alone, but in many, almost without any assignable limit, if we are disposed to bestow the labour necessary to obtain them.

In speaking then of commodities, of their exchangeable value, and of the laws which regulate their relative prices, we mean always such commodities only as can be increased in quantity by the exertion of human industry, and on the production of which competition operates without restraint.

In the early stages of society, the exchangeable value of these commodities, or the rule which determines how much of one shall be given in exchange for another, depends solely on the comparative quantity of labour expended on each.

"The real price of every thing," says Adam Smith, "what every thing really costs to the man who wants to acquire it, is the toil and trouble of acquiring it. What every thing is really worth to the man who has acquired it, and who wants to dispose of it, or exchange it for something else, is the toil and trouble which it can save to himself, and which it can impose upon other people." "Labour was the first price—the original purchase-money that was paid for all things.[2q]" Again, "in that early and rude state of society, which precedes both the accumulation of stock and the appropriation of land, the proportion between the quantities of labour necessary for acquiring different objects, seems to be the only circumstance which can afford any rule for exchanging them for one another. If among a nation of hunters, for example, it usually cost twice the labour to kill a beaver which it does to kill a deer, one beaver should naturally exchange for, or be worth two deer. It is natural that what is usually the produce of two days', or two hours' labour, should be worth double of what is usually the produce of one day's, or one hour's labour."2

That this is really the foundation of the exchangeable value of all things, excepting those which cannot be increased by human industry, is a doctrine of the utmost importance in political economy; for from no source do so many errors, and so much difference of opinion in that science proceed, as from the vague ideas, which are attached to the word value.

If the quantity of labour realized in commodities, regulate their exchangeable value, every increase of the quantity of labour must augment the value of that commodity on which it is exercised, as every diminution must lower it.

Adam Smith, who so accurately defined the original source of exchangeable value, and who was bound in consistency to maintain, that all things became more or less valuable in proportion as more or less labour was bestowed on their production, has himself erected another standard measure of value, and speaks of things being more or less valuable, in proportion as they will exchange for more or less of this standard measure. Sometimes he speaks of corn, at other times of labour, as a standard measure; not the quantity of labour bestowed on the production of any object, but the quantity which it can command in the market: as if these were two equivalent expressions, and as if because a man's labour had become doubly efficient, and he could therefore produce twice the quantity of a commodity, he would necessarily receive twice the former quantity in exchange for it.

If this indeed were true, if the reward of the labourer were always in proportion to what he produced, the quantity of labour bestowed on a commodity, and the quantity of labour which that commodity would purchase, would be equal, and either might accurately measure the variations of other things: but they are not equal; the first is under many circumstances an invariable standard, indicating correctly the variations of other things; the latter is subject to as many fluctuations as the commodities compared with it. Adam Smith, after most ably shewing the insufficiency of a variable medium, such as gold and silver, for the purpose of determining the varying value of other things, has himself, by fixing on corn or labour, chosen a medium no less variable.

Gold and silver are no doubt subject to fluctuations, from the discovery of new and more abundant mines; but such discoveries are rare, and their effects, though powerful, are limited to periods of comparatively short duration. They are subject also to fluctuation, from improvements in the skill and machinery with which the mines may be worked; as in consequence of such improvements, a greater quantity may be obtained with the same labour. They are further subject to fluctuation from the decreasing produce of the mines, after they have yielded a supply to the world, for a succession of ages. But from which of these sources of fluctuation is corn exempted? Does not that also vary, on one hand, from improvements in agriculture, from improved machinery and implements used in husbandry, as well as from the discovery of new tracts of fertile land, which in other countries may be taken into cultivation, and which will affect the value of corn in every market where importation is free? Is it not on the other hand subject to be enhanced in value from prohibitions of importation, from increasing population and wealth, and the greater difficulty of obtaining the increased supplies, on account of the additional quantity of labour which the cultivation of inferior lands requires? Is not the value of labour equally variable; being not only affected, as all other things are, by the proportion between the supply and demand, which uniformly varies with every change in the condition of the community, but also by the varying price of food and other necessaries, on which the wages of labour are expended?

In the same country double the quantity of labour may be required to produce a given quantity of food and necessaries at one time, that may be necessary at another, and a distant time; yet the labourer's reward may possibly be very little diminished. If the labourer's wages at the former period, were a certain quantity of food and necessaries, he probably could not have subsisted if that quantity had been reduced. Food and necessaries in this case will have risen 100 per cent. if estimated by the quantity of labour necessary to their production, while they will scarcely have increased in value, if measured by the quantity of labour for which they will exchange.

The same remark may be made respecting two or more countries. In America and Poland, a year's labour will produce much more corn than in England. Now, supposing all other necessaries to be equally cheap in those three countries, would it not be a great mistake to conclude, that the quantity of corn awarded to the labourer, would in each country be in proportion to the facility of production?

If the shoes and clothing of the labourer, could, by improvements in machinery, be produced by one fourth of the labour now necessary to their production, they would probably fall 75 per cent.; but so far is it from being true, that the labourer would thereby be enabled permanently to consume four coats, or four pair of shoes, instead of one, that his wages would in no long time be adjusted by the effects of competition, and the stimulus to population, to the new value of the necessaries on which they were expended. If these improvements extended to all the objects of the labourer's consumption, we should find him probably at the end of a very few years, in possession of only a small, if any, addition to his enjoyments, although the exchangeable value of those commodities, compared with any other commodity, in the manufacture of which no such improvement were made, had sustained a very considerable reduction; and though they were the produce of a very considerably diminished quantity of labour.

It cannot then be correct, to say with Adam Smith, "that as labour may sometimes purchase a greater, and sometimes a smaller quantity of goods, it is their value which varies, not that of the labour which purchases them;" and therefore, "that labour alone never varying in its own value, is alone the ultimate and real standard by which the value of all commodities can at all times and places be estimated and compared;"—but it is correct to say, as Adam Smith had previously said, "that the proportion between the quantities of labour necessary for acquiring different objects, seems to be the only circumstance which can afford any rule for exchanging them for one another;" or in other words, that it is the comparative quantity of commodities which labour will produce, that determines their present or past relative value, and not the comparative quantities of commodities, which are given to the labourer in exchange for his labour.

If any one commodity could be found, which now and at all times required precisely the same quantity of labour to produce it, that commodity would be of an unvarying value, and would be eminently useful as a standard by which the variations of other things might be measured. Of such a commodity we have no knowledge, and consequently are unable to fix on any standard of value. It is, however, of considerable use towards attaining a correct theory, to ascertain what the essential qualities of a standard are, that we may know the causes of the variation in the relative value of commodities, and that we may be enabled to calculate the degree in which they are likely to operate.



In speaking however of labour, as being the foundation of all value, and the relative quantity of labour as determining the relative value of commodities, I must not be supposed to be inattentive to the different qualities of labour, and the difficulty of comparing an hour's, or a day's labour, in one employment, with the same duration of labour in another. The estimation in which different qualities of labour are held, comes soon to be adjusted in the market with sufficient precision for all practical purposes, and depends much on the comparative skill of the labourer, and intensity of the labour performed. The scale, when once formed, is liable to little variation. If a day's labour of a working jeweller be more valuable than a day's labour of a common labourer, it has long ago been adjusted, and placed in its proper position in the scale of value.3

In comparing therefore the value of the same commodity, at different periods of time, the consideration of the comparative skill and intensity of labour, required for that particular commodity, needs scarcely to be attended to, as it operates equally at both periods. One description of labour at one time is compared with the same description of labour at another; if a tenth, a fifth, or a fourth, has been added or taken away, an effect proportioned to the cause will be produced on the relative value of the commodity.

If a piece of cloth be now of the value of two pieces of linen, and if, in ten years hence, the ordinary value of a piece of cloth should be four pieces of linen, we may safely conclude, that either more labour is required to make the cloth, or less to make the linen, or that both causes have operated.

As the inquiry to which I wish to draw the reader's attention, relates to the effect of the variations in the relative value of commodities, and not in their absolute value, it will be of little importance to examine into the comparative degree of estimation in which the different kinds of human labour are held. We may fairly conclude, that whatever inequality there might originally have been in them, whatever the ingenuity, skill, or time necessary for the acquirement of one species of manual dexterity more than another, it continues nearly the same from one generation to another; or at least, that the variation is very inconsiderable from year to year, and therefore, can have little effect for short periods on the relative value of commodities.

"The proportion between the different rates both of wages and profit in the different employments of labour and stock, seems not to be much affected, as has already been observed, by the riches or poverty, the advancing, stationary, or declining state of the society. Such revolutions in the public welfare, though they affect the general rates both of wages and profit, must in the end affect them equally in all different employments. The proportion between them therefore must remain the same, and cannot well be altered, at least for any considerable time, by any such revolutions."4

It will be seen by the extract which I have made in page 4, from the "Wealth of Nations," that though Adam Smith fully recognized the principle, that the proportion between the quantities of labour necessary for acquiring different objects, is the only circumstance which can afford any rule for our exchanging them for one another, yet he limits its application to "that early and rude state of society, which precedes both the accumulation of stock and the appropriation of land;" as if, when profits and rent were to be paid, they would have some influence on the relative value of commodities, independent of the mere quantity of labour that was necessary to their production.

Adam Smith, however, has no where analyzed the effects of the accumulation of capital, and the appropriation of land, on relative value. It is of importance, therefore, to determine how far the effects which are avowedly produced on the exchangeable value of commodities, by the comparative quantity of labour bestowed on their production, are modified or altered by the accumulation of capital and the payment of rent.

First, as to the accumulation of capital. Even in that early state to which Adam Smith refers, some capital, though possibly made and accumulated by the hunter himself would be necessary to enable him to kill his game. Without some weapon, neither the beaver nor the deer could be destroyed, and therefore the value of these animals would be regulated, not solely by the time and labour necessary to their destruction, but also by the time and labour necessary for providing the hunter's capital, the weapon, by the aid of which their destruction was effected.

Suppose the weapon necessary to kill the beaver, were constructed with much more labour than that necessary to kill the deer, on account of the greater difficulty of approaching near to the former animal, and the consequent necessity of its being more true to its mark; one beaver would naturally be of more value than two deer, and precisely for this reason, that more labour would on the whole be necessary to its destruction.

All the implements necessary to kill the beaver and deer might belong to one class of men, and the labour employed in their destruction might be furnished by another class; still, their comparative prices would be in proportion to the actual labour bestowed, both on the formation of the capital, and on the destruction of the animals. Under different circumstances of plenty or scarcity of capital, as compared with labour, under different circumstances of plenty or scarcity of the food and necessaries essential to the support of men, those who furnished an equal value of capital for either one employment or for the other, might have a half, a fourth, or an eighth of the produce obtained, the remainder being paid as wages to those who furnished the labour; yet this division could not affect the relative value of these commodities, since whether the profits of capital were greater or less, whether they were 50, 20, or 10 per cent., or whether the wages of labour were high or low, they would operate equally on both employments.

If we suppose the occupations of the society extended, that some provide canoes and tackle necessary for fishing, others the seed and rude machinery first used in agriculture, still the same principle would hold true, that the exchangeable value of the commodities produced would be in proportion to the labour bestowed on their production; not on their immediate production only, but on all those implements or machines required to give effect to the particular labour to which they were applied.

If we look to a state of society in which greater improvements have been made, and in which arts and commerce flourish, we shall still find that commodities vary in value conformably with this principle: in estimating the exchangeable value of stockings, for example, we shall find that their value, comparatively with other things, depends on the total quantity of labour necessary to manufacture them, and bring them to market. First, there is the labour necessary to cultivate the land on which the raw cotton is grown; secondly, the labour of conveying the cotton to the country where the stockings are to be manufactured, which includes a portion of the labour bestowed in building the ship in which it is conveyed, and which is charged in the freight of the goods; thirdly, the labour of the spinner and weaver; fourthly, a portion of the labour of the engineer, smith, and carpenter, who erected the buildings and machinery, by the help of which they are made; fifthly, the labour of the retail dealer, and of many others, whom it is unnecessary further to particularize. The aggregate sum of these various kinds of labour, determines the quantity of other things for which these stockings will exchange, while the same consideration of the various quantities of labour which have been bestowed on those other things, will equally govern the portion of them which will be given for the stockings.

To convince ourselves that this is the real foundation of exchangeable value, let us suppose any improvement to be made in the means of abridging labour in any one of the various processes through which the raw cotton must pass, before the manufactured stockings come to the market, to be exchanged for other things; and observe the effects which will follow. If fewer men were required to cultivate the raw cotton, or if fewer sailors were employed in navigating, or shipwrights in constructing the ship, in which it was conveyed to us; if fewer hands were employed in raising the buildings and machinery, or if these when raised, were rendered more efficient, the stockings would inevitably fall in value, and consequently command less of other things. They would fall, because a less quantity of labour was necessary to their production, and would therefore exchange for a smaller quantity of those things in which no such abridgment of labour had been made.

Economy in the use of labour never fails to reduce the relative value of a commodity, whether the saving be in the labour necessary to the manufacture of the commodity itself, or in that necessary to the formation of the capital, by the aid of which it is produced. In either case the price of stockings would fall, whether there were fewer men employed as bleachers, spinners, and weavers, persons immediately necessary to their manufacture; or as sailors, carriers, engineers, and smiths, persons more indirectly concerned. In the one case, the whole saving of labour would fall on the stockings, because that portion of labour was wholly confined to the stockings; in the other, a portion only would fall on the stockings, the remainder being applied to all those other commodities, to the production of which the buildings, machinery, and carriage, were subservient.

 In every society the capital which is employed in production, is necessarily of limited durability. The food and clothing consumed by the labourer, the buildings in which he works, the implements with which his labour is assisted, are all of a perishable nature. There is however a vast difference in the time for which these different capitals will endure: a steam-engine will last longer than a ship, a ship than the clothing of the labourer, and the clothing of the labourer longer than the food which he consumes.

According as capital is rapidly perishable, and requires to be frequently reproduced, or is of slow consumption, it is classed under the heads of circulating, or of fixed capital. A brewer, whose buildings and machinery are valuable and durable, is said to employ a large portion of fixed capital: on the contrary, a shoemaker, whose capital is chiefly employed in the payment of wages, which are expended on food and clothing, commodities more perishable than buildings and machinery, is said to employ a large proportion of his capital as circulating capital[5].

Two trades then may employ the same amount of capital; but it may be very differently divided with respect to the portion which is fixed, and that which is circulating.

Again two manufacturers may employ the same amount of fixed, and the same amount of circulating capital; but the durability of their fixed capitals may be very unequal. One may have steam engines of the value of 10,000l. the other, ships of the same value.

Besides the alteration in the relative value of commodities, occasioned by more or less labour being required to produce them, they are also subject to fluctuations from a rise of wages, and consequent fall of profits, if the fixed capitals employed be either of unequal value, or of unequal duration.

Suppose that in the early stages of society, the bows and arrows of the hunter were of equal value, and of equal durability, with the canoe and implements of the fisherman, both being the produce of the same quantity of labour. Under such circumstances the value of the deer, the produce of the hunter's day's labour, would be exactly equal to the value of the fish, the produce of the fisherman's day's labour. The comparative value of the fish and the game, would be entirely regulated by the quantity of labour realised in each; whatever might be the quantity of production, or however high or low general wages or profits might be. If for example the canoes and implements of the fisherman were of the value of 100l. and were calculated to last for ten years, and he employed ten men, whose annual labour cost 100l. and who in one day obtained by their labour twenty salmon: If the weapons employed by the hunter were also of 100l. value and calculated to last ten years, and if he also employed ten men, whose annual labour cost 100l. and who in one day procured him ten deer; then the natural price of a deer would be two salmon, whether the proportion of the whole produce bestowed on the men who obtained it, were large or small. The proportion which might be paid for wages, is of the utmost importance in the question of profits; for it must at once be seen, that profits would be high or low, exactly in proportion as wages were low or high; but it could not in the least affect the relative value of fish and game, as wages would be high or low at the same time in both occupations. If the hunter urged the plea of his paying a large proportion, or the value of a large proportion of his game for wages, as an inducement to the fisherman to give him more fish in exchange for his game, the latter would state that he was equally affected by the same cause; and therefore under all variations of wages and profits, under all the effects of accumulation of capital, as long as they continued by a day's labour to obtain respectively the same quantity of fish, and the same quantity of game, the natural rate of exchange would be, one deer for two salmon.

If with the same quantity of labour a less quantity of fish, or a greater quantity of game were obtained, the value of fish would rise in comparison with that of game. If, on the contrary, with the same quantity of labour a less quantity of game, or a greater quantity of fish was obtained, game would rise in comparison with fish.

If there were any other commodity which was invariable in its value, requiring at all times, and under all circumstances, precisely the same quantity of labour to obtain it, we should be able to ascertain, by comparing the value of fish and game with this commodity, how much of the variation was to be attributed to a cause which affected the value of fish, and how much to a cause which affected the value of game.

Suppose money to be that commodity. If a salmon were worth 1l. and a deer 2l. one deer would be worth two salmon. But a deer might become of the value of three salmon, for more labour might be required to obtain the deer, or less to get the salmon, or both these causes might operate at the same time. If we had this invariable standard, we might easily ascertain in what degree either of these causes operated. If salmon continued to sell for 1l. whilst deer rose to 3l. we might conclude that more labour was required to obtain the deer. If deer continued at the same price of 2l. and salmon sold for 13s. 4d. we might then be sure that less labour was required to obtain the salmon; and if deer rose to 2l. 10s. and salmon fell to 16s. 8d. we should be convinced that both causes had operated in producing the alteration of the relative value of these commodities.

No alteration in the wages of labour could produce any alteration in the relative value of these commodities; for if profits were 10 per cent., then to replace the 100l. circulating capital with 10 per cent. profit, there must be a return of 110l.: to replace the equal portion of fixed capital, when profits are at the rate of 10 per cent. there should be annually received 16.27l.; for, the present value of an annuity of 16.27l. for ten years, when money is at 10 per cent., is 100l.; consequently all the game of the hunter should annually sell for 126.27l. But the capital of the fisherman being the same in quantity, and divided in the same proportion into fixed and circulating capital, and being also of the same durability, he, to obtain the same profits, must sell his goods for the same value. If wages rose 10 per cent. and consequently 10 per cent. more circulating capital were required in each trade, it would equally affect both employments. In both, 210l. instead of 200l. would be required in order to produce the former quantity of commodities; and these would sell precisely for the same money, namely 126.27l.: they would therefore be at the same relative value, and profits would be equally reduced in both trades.

The prices of the commodities would not rise, because the money in which they are valued is by the supposition of an invariable value, always requiring the same quantity of labour to produce it.

If the gold mine from which money was obtained were in the same country, in that case, after the rise of wages, 210l. might be necessary to be employed, as capital, to obtain the same quantity of metal that 200l. obtained before: for the same reason that the hunter and fisherman required 10l. in addition to their capitals, the miner would require an equal addition to his. No greater quantity of labour would be required in any of these occupations, but it would be paid for at a higher price, and the same reasons which should make the hunter and fisherman endeavour to raise the value of their game and fish, would cause the owner of the mine to raise the value of his gold. This inducement acting with the same force on all these three occupations, and the relative situation of those engaged in them being the same before and after the rise of wages, the relative value of game, fish, and gold, would continue unaltered. Wages might rise twenty per cent., and profits consequently fall in a greater or less proportion, without occasioning the least alteration in the relative value of these commodities.

Now suppose, that with the same labour and fixed capital, more fish could be produced, but no more gold or game, the relative value of fish would fall in comparison with gold or game. If, instead of twenty salmon, twenty-five were the produce of one day's labour, the price of a salmon would be sixteen shillings instead of a pound, and two salmon and a half, instead of two salmon, would be given in exchange for one deer, but the price of deer would continue at 2l. as before. In the same manner, if fewer fish could be obtained with the same capital and labour, fish would rise in comparative value. Fish then would rise or fall in exchangeable value, only because more or less labour was required to obtain a given quantity; and it never could rise or fall beyond the proportion of the increased or diminished quantity of labour required.

If we had then an invariable standard, by which we could measure the variation in other commodities, we should find that the utmost limit to which they could permanently rise, was proportioned to the additional quantity of labour required for their production; and that unless more labour were required for their production, they could not rise in any degree whatever. A rise of wages would not raise them in money value, nor relatively to any other commodities, the production of which required no additional quantity of labour, which employed the same proportion of fixed and circulating capital, and fixed capital of the same durability. If more or less labour were required in the production of the other commodity, we have already stated that this will immediately occasion an alteration in its relative value, but such alteration is owing to the altered quantity of requisite labour, and not to the rise of wages.

 If the fixed and circulating capitals were in different proportions, or if the fixed capital were of different durability, then the relative value of the commodities produced, would be altered in consequence of a rise of wages.

First, when the fixed and circulating capitals were in different proportions, suppose that instead of 100l. fixed capital and 100l. circulating capital, the hunter should employ 150l. fixed capital and 50l. circulating capital, and that the fisherman should on the contrary employ only 50l. fixed capital and 150l. circulating capital.



	If profits be 10 per cent., the hunter must sell his goods for 79l. 8s. For,



	
To replace his circulating capital of 50l. with a profit of 10 per cent. would require a value of


	55l.



	
To replace his fixed capital with 10 per cent. profit, the present value of an annuity for ten years of 24.4l. at 10 per cent. being 150l.


	24.4l.



	
	——



	
	79.4l.






	If profits be 10 per cent., the fisherman must sell his goods for 173l. 2s. 7d.



	
To replace his circulating capital of 150l. with a profit of 10 per cent. would require a value of


	165l.



	
To replace his fixed capital with 10 per cent. profit, one-third of the hunter'


	8.13



	
	———



	
	173.13l.




Now if wages rise, although neither of these commodities should require more labour for their production, yet their relative value will be altered. Suppose wages to rise 6 per cent., the hunter would not require more than an increase of 3l. to his capital, to employ the same number of men, and obtain the same quantity of game; the fisherman would require three times that sum, or 9l. The profits of stock would fall to 4 per cent., the hunter would be obliged to sell his game for 73l. 12s. 2d.



	
To replace his circulating capital of 53l. with a profit of 4 per cent.


	55.12l.



	To replace fixed capital, annually wasted, the present value of an annuity of 18.49l. for ten years, being 150l.
	18.49



	
	——



	
	£73.61



	
	——



	The fisherman would sell his fish for 171l. 11s. 5d. viz.
	



	To replace his circulating capital of 159l. with a profit of 4 per cent.
	£165.360



	To replace fixed capital annually wasted, the present value of an annuity of 6.163l., for ten years at 4 per cent., being 50l.
	6.163



	
	————



	
	£171.523



	
	



	Game was to fish before
	as 100 to 218.



	It would now be
	as 100 to 233.




Thus we see, that with every rise of wages, in proportion as the capital employed in any occupation consists of circulating capital, its produce will be of greater relative value than the goods produced in another occupation, where a less proportion of circulating, and a greater proportion of fixed capital are employed.

 Secondly, suppose the proportions of fixed capital to be the same; but of different degrees of durability. In proportion as fixed capital is less durable, it approaches to the nature of circulating capital. It will be consumed in a shorter time, and its value reproduced in order to preserve the capital of the manufacturer. We have just seen, that in proportion as circulating capital preponderates in a manufacture, when wages rise, the value of commodities produced in that manufacture, is relatively higher than that of commodities produced in manufactures where fixed capital preponderates. In proportion to the less durability of fixed capital, and its approach to the nature of circulating capital, the same effect will be produced by the same cause.

Suppose that an engine is made, which will last for a hundred years, and that its value is 20,000l.. Suppose too, that this machine, without any labour whatever, could produce a certain quantity of commodities annually, and that profits were 10 per cent.: the whole value of the goods produced would be annually 2,000l. 2s. 11d.; for the profit of 20,000l.



	at 10 per cent. per annum, isat 10 per cent. per annum, is
	£2,000



	And an annuity of 2s. 11d. will, at the end of that period, replace a capital of 20,000l.
	2 11



	
	———



	Consequently the goods must sell for
	£2000 2 11




If the same amount of capital, viz. 20,000l., be employed in supporting productive labour, and be annually consumed and reproduced, as it is when employed in paying wages, then to give an equal profit of 10 per cent. on 20,000l. the commodities produced must sell for 22,000l. Now suppose labour so to rise, that instead of 20,000l. being sufficient to pay the wages of those employed in producing the latter commodities, 20,952l. is required; then profits will fall to 5 per cent.: for as these commodities would sell for no more than before,



	viz.
	£22,000



	and to produce them
	£20,952 would be requisite,



	
	———



	there would remain no more than
	£1,048




on a capital of 20,952l. If labour so rose, that 21,153l. were required, profits would fall to 4 per cent. and if it rose, so that 21,359l. was employed, profits would fall to 3 per cent.

But, as no wages would be paid by the owner of the machine, which would last 100 years, when profits fell to 5 per cent. the price of his goods must fall to 1007l. 13s. 8d. viz. 1000l. to pay his profits, and 7l. 13s. 8d. to accumulate for 100 years at 5 per cent. to replace his capital of 20,000l. When profits fell to 4 per cent. his goods must sell for 816l. 3s. 2d., and when at 3 per cent. for 632l. 16s. 7d. By a rise in the price of labour then, under 7 per cent., which has no effect on the prices of commodities wholly produced by labour, a fall of no less than 68 per cent. is effected on those commodities wholly produced by machinery. If the proprietor of the machine sold his goods for more than 632l. 16s. 7d., he would get more than 3 per cent., the general profit of stock; and as others could furnish themselves with machines at the same price of 20,000l. they would be so multiplied, that he would be inevitably obliged to sink the price of his goods, till they afforded only the usual and general profits of stock.

 In proportion as this machine were less durable, prices would be less affected by the fall of profit, and the rise of wages. If, for example, the machine would last only ten years, when profits were at 10 per cent.



	the goods should sell for
	£3254
	



	when at
	5 per cent.
	2590
	



	
	4 per cent.
	2465
	



	
	3 per cent.
	2344
	




for such are the sums requisite to place his profits on a par with others, and to replace his capital at the end of ten years; or, which is the same thing, such are the annuities which 20,000l. would purchase for ten years at those rates. If the machine would last only three years, when profits were 10 per cent.



	the price of the goods would be
	£8042
	



	at
	5 per cent.
	7344
	



	
	4 per cent.
	7206
	



	
	3 per cent.
	7070
	




If it would last only one year, when profits were 10 per cent.



	the goods would sell for
	£22,000
	



	at
	5 per cent.
	21,000
	



	
	4 per cent.
	20,800
	



	
	3 per cent.
	20,600
	




therefore when profits fell from 10 to 3 per cent. the goods, which were produced with equal capitals, would fall



	
68 per cent. if the machine would last


	100 years.



	
28 per cent. if the machine would last


	10 years.



	
13 per cent. if the machine would last


	3 years.



	
And little more than 6 per cent. if it would last only


	1 year.




These results are of such importance to the science of political economy, yet accord so little with some of its received doctrines, which maintain that every rise in wages is necessarily transferred to the price of commodities, that it may not be superfluous to elucidate the subject still further.

A manufacturer of hats employs a hundred men at an annual expense of 50l. each, who produce him commodities of the value of 8000l. A machine calculated to last precisely a year, and to do equally well the same work as the 100 men, is offered to him for 5000l., the sum, exactly, that he is expending on wages. It will be a matter of indifference to the manufacturer, whether he purchase the machine, or continue to employ the men. Now if the wages of labour rise 10 per cent. and an additional capital of 500l. be consequently required to enable him to employ the same labour, whilst his commodities continue to sell for 8000l., he will no longer hesitate, but will at once purchase the machine, and will do the same annually, while wages continue above the original 5000l. But will he be able now to purchase the machine at the former price? will not its value be increased, in consequence of the rise of labour? It would be increased, if there were no stock employed in its construction, and no profits to be paid to the maker of it. If, for example, the machine were produced by 100 men working one year upon it with wages of 50l. each, and its price were 5000l., should those wages rise to 55l. its price would be 5500l.: but this cannot be the case; less than 100 men are employed, or it could not be sold for 5000l.; for out of the 5000l. must be paid the profits of the stock which employed the men. Suppose then that only eighty-five men were employed at an expense of 4250l. per annum, and that the 750l., which the sale of the machine would produce over and above the wages advanced to the men, constituted the profits of the engineer's stock. When wages rose 10 per cent., he would be obliged to employ an additional capital of 425l., and would therefore employ 4675l., instead of 4250l., on which capital he would only get a profit of 325l. if he continued to sell his machine for 5000l.; but this is precisely the case of all manufacturers and capitalists; the rise of wages affects them all. If therefore the maker of the machine should raise the price of his machine in consequence of a rise of wages, an unusual quantity of capital would be employed in the construction of such machines, till their price afforded only the usual profits. The manufacturer of hats, by the employment of the machine, if he sells his hats for 8000l., is precisely in the same situation as before; he employs no more capital, and obtains the same profits. The competition of trade would not long allow this; for as capital would flow to the most profitable employment, he would be obliged to lower the price of hats
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CHAPTER II.
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