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POLITICAL ECONOMY AND
TAXATION,

CHAPTER L
ON VALUE,

* [SECTION L
The valus of g commodity, or the guantizy of any other commodity for
wwhick §f will exchanpe, depends on the relafive guantity of Indour
wilich i mecersary for i production, and not en e greafer or lers
compensaiion whick iy paid for that lebour. |

It has heen observed by Adam Smith, that * the word
Value has two differcnt 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 onc may be called valus in wse;
the other vwfue in cxchange. 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

* The division of the first chﬁ.tpt:r into sections, with the analysis of each
ut the head, appears first in the 3d ed.
B 1



1

2 POLITICAL ECONOMY. fer. 1.

in vse." Water and air are abundantly uwseful; they are
indeed indispensable to existence, vet, under ordinary cir-
cumstances, 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.

Uility then is not the measure of exchangeahle value,
although it is absclutely essental 1o it. If a commodity
were in no way usefol, — 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 what-
ever quantity of labour might be necessary to procure it.

‘i

Possessing utility, commodities derive their exchangeable " .

value from two sources: from their scarcity, and from the
quantity of labour required to obtzin them.

There arc some commodities the value of which iz deter-
mined by their scarcity alone. No labour can imcrease the !
quantity of such goods, and therefore their value cannot be
lowered by an increased sopply. Some rare statues and
pictures, scarce books and coins, wines of a peculiar quality,
which can be made ooly from grapes grown on a particular
soil, of which there is a very lirited quantity, are 21l of this
description. Their vzlue is wholly independent of the guan-

ies with the varying wealth and inclinations of those who
re desirous to possess them.

\EE of lahour originally necessary to produce them, and

These commodities, however, form a very small part of 7

the masz 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 muli-
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SEC. 1] VALUE, 3

plied, 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
almost exclusively on the comparative quantity of labour
expended on each.

“ The real price of everything,” says Adam Smith, “ what
everything really costs to the man who wants to acqguire it,
is the toil and trouble of acquiring it. What everything is
reglly waorth to the man who has acquired it, and who wants
to dispose of it, or exchange it for something else, is the toll |,
and trouble which it can save 1o himself, and which it can 7

impose upon other people.”  * Labour was the first price —
the original purchase-money that was paid for all things.”
Again, “in that early and rede state of society, which pre-
cedes 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 mile 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 heaver should naturally
exchange for, or be worth two deer. It is natural that what
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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.”

That this is really the foundation of the exchangeable
value of all things, excepting those which cannot be in-
creased by human industry, is 2 doctrine of the wtmest im-
portance in poliical economy ; for from no source do so
many errors, and s0 much difference of opinion in that
science proceed, as from the vague ideas which are attached
to the word value.

If the guantity of labour realized in commodities, regu-
late their exchangeable value, every increase of the guantity
of labour must augment the value of that commedity on
which it s exercised, as every diminution must lower it.

Adam Smith, who so accurately defined the original
spurce of exchangeable value, and who was bound in con-
sistency to maintain, that sll things became more or less
valpable in proportion as more or less lahour was hestowed
on their production, has himself erccted 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 measere. Sometimes he speaks of com,
at other times of labour, as a standard measure ; not the
quantity of labour bestowed on the prodoction of any object,
but the quantity which it can command in the market: asif
these were two equivalent expressions, and as if because a
man's labour had become doubly efficient, and he could
therefore produce twice the guantity of a commodity, he
wounld mnecessarily receive twice the former quantity in
exchange for it.

T ———
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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 eqgual, and
either might accurately measure the varations of other
things : but théf are not equal; the first is under many
circumstances an iovariable standard, indicating comrectly
the variations of other things; the lagter is subject to as
many flzctuations as the commodities compared with it
Adam Smith, after most ably showing the msuficiency of
a vaniable medium, such as gold and silver, for the purpose
of determining the varying value of other things, has him-
self, by fixing on corn or labour, chosen a medium no less
variable,

Gold and silver are no doubt subject to Huctuations,
from the discovery of new and more abundant mines ; but
such discoveries are rare, and their effects, though power-
ful, are Kmited to periods of comparatively short duration.
They are subject also to fluctuation, from improvements
in the =kill 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 fluctuations 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 exéempted? Does not that also vary,
on one hand, from improvements in agriculture, from im-
proved 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,
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and which will affect the value of com 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 guantity of labour which the
cultivation of inferior lands requires? [s not the value of
labour equally wvariable; 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 guantity of labour may
be required to produce a given quantity of food and nec-
essaries at one time, that wmay be necessary at another, and
a distant time ; yet the labourer's reward may possibly be
very little diminished. Tf the labourer's wages, at the
former period, were a certain quantity of food and neces-
saries, he probably could not have subsisted if that quan-
tity had heen reduced. Food and necessaries in this case
will have misen 100 per cent. if estimated by the guanfisy
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 zame remark may be made respecting two or more
countries. In America and Poland, [on the land last taken
into cultivation,] a year's labour {of any given number of men],
will produce much more corn than {on land similarly circom-
sianced] in England. Now, supposing all other necessaries
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