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| INTRODUCTION: SELIGMAN’S READING OF BAILEY ANDITS RECEPTION

Professor Edwin Seligman hoped by his study ofleeted” British economists “to call
attention to some of the British writers who undek to discuss economic theory during the
two decades following the appearance of Ricar@oisciples It will perhaps surprise many
to find in this literature so much that foreshaddiaes most recent contributions to economic
doctrine” (1903: 336). Samuel BaileyGsitical Dissertation on Valu€1825) — written
anonymously in reply to the formulation of Ricamditeory in De Quincey'$emplars’
Dialogue(1824) shows the author, Seligman maintainedetorie of the “more acute
critic[s] of Ricardo” (352), a “keen and fertileittker,” having in mind “[t]he opposition to
the labour theory of value, the emphasis put oe timan element in value, the broadening of
the rent concept, the criticism of the statemeat tent does not enter into price, and the
importance assigned to productivity in affectinduea— all these constitute doctrines of
importance in the recent phases of the sciences; @50 534). For convenience, the full
case is recorded in Appendix A. Seligman makeshantion of Bailey’s varieties of
imperfect competition and barriers to entry that Ghall see) impressed other commentators.

Note should be taken of Seligman’s brief remar&ancluding his summary of Bailey’s
achievements: “That they should have been enwattiat1825 and then seemingly forgotten
is eloquent testimony to the power which is somesiraxerted by a few great names in
silencing for a time all criticisms, however souhdy may be” (355). Seligman’s
contribution ends on this theme. His answer tagihestion “How does it happen that alll
these authors have been so largely overlooked egiécted?” is that “[t]heir views were not
in accord with those of the dominant school” (534at “[t]he reputation of the great names
was such that any deviation from accepted doctiae branded as unorthodox” (535).

Lionel Robbins, with an eye to the significancealative valuation, took for granted the
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standard reason for the treatment of Bailey’s d¢buation; for apart from Bailey’s neglect of
“prospectivevalue relations through time” — on which see belsection VI, .... -- “in every
other respect his position is unassailable.... & wae of the few real injuries done to the
progress of Economic Science by the solidarityhefiEnglish Classics that, presumably
because of its attacks on Ricardo and MalthuseBailwork was allowed to drop into
neglect” (1935: 60n).

J.A. Schumpeter refers to Seligman’s “justly famaticle ... for which all students of
the history of economics have every reason toléesting gratitude” (1954: 464). As for
Bailey: “In 1825, Bailey launched his attack [oité&do’s system] that should have been
decisive on the merits of the case” (1954: 478); again: “Bailey attacked the Ricardo-
[James] Mill-McCulloch analysis on a broad frontlamith complete success. His
Dissertation which said, as far as fundamentals are concepradtically all that can be
said, must rank among the masterpieces of critiaisaur field, and it should suffice to
secure to its author a place in or near the frank in the history of scientific economics”
(486)? More specifically: “The peak performance wasl®gs.... He showed up the
weaknesses of Ricardo’s analytic structure forégfin particular, the futility of Ricardo’s
method of eliminating natural agents from the vaugblem, the arbitrariness involved in
calling quantity of labor ‘the sole determiningrmiple of value,’” the defects of the concept
of real value and of the Ricardian theory of praditd so on” (599). And Bailey was the first
to turn the analogy between payments for the sesvo superior land and of superior work
“into an objection to the West-Ricardo theoretigattern” (679).

Cotterill's comment that there are “some Ricardiatill remaining” (1831: 8), led
Schumpeter to conclude that “the decay of the RiaarSchool must have become patent”
soon after 1826 (478) But he hedged his accouht multifold qualifications. Thus, the

influence of Bailey “was much greater than appearthe surface”; “though but few
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contemporaries did justice to him, it became cledimethat he had turned the tide and dealt
a fatal blow,” with specific mention made of Coiliés contribution, which “should not be
forgotten because of its defense of (most of) Baleenets” (599; emphasis added).
Similarly, Bailey’s critique did not “pass unnotaé for “several writers, Read among them,
acknowledged indebtedness to him and followeddad bnd it is safe to presume that his
influence extended beyond the range of explicibgadion” (486-7). And though a poll of
writers on value from 1826 to 1845 would produa®asiderable majority for Bailey,”
nevertheless there occurred no “spectacular vit{d§7), Bailey’s ‘defeat (our emphasis)
accounted for on several grourid§irst, his challenge was “premature” and faileghow
how Ricardo’s system might be replaced: “Bailegyrisicism was indeed constructive and
did suggest by implication how the system he a@datould have been replaced by a more
satisfactory one; but he did not try to do so, #ruse who followed in his wake and tried
were no match for the shadow of Ricardo. Theyoubd undermined his system and thus
helped toward J. S. Mill's transformation of it,tlihey did so by a slow process of attrition
rather than by spectacular victory.” Thus Baileg &hose who followed his example helped
“undermine” the system “but they did so by a slawagess of attrition.”’And that Bailey’s
attack was not decisive, Schumpeter opined inviitle Seligman, could be partly explained
by “the henchmen who continued to stand by themsgand to teach exploded doctrine as if
nothing had happened” (478). J.S. Mill is portihgs one of the worst offenders, insofar as
he “emphasized his early Ricardianism throughodtraither realized himself nor made it
clear to his readers how far he had actually dtiieray from it by the time he wrote his
Principles” The Seligman-Schumpeter position had, of cqursen suggested earlier by
Jevons: “There were Economists, such as MalthdsSamior, who had a far better
comprehension of the true doctrines (though nat frem the Ricardian errors), but they

were driven out of the field by the unity and irghce of the Ricardo-Mill school” (1879: li-



lii).

R.M. Rauner, for his part, starts his specialistlg of Bailey on value by observing that
“the many things that Bailey said so well so muaHier had to be re-discovered all over
again. Professor Seligman, in his memorable artighs amongst the first to start the re-
discovery” (1961: 1; also Rauner 1987: 174). Amdilarly D.P. O’'Brien gives Seligman an

excellent press (1988: 180-2, 186-8), and takedsoamd much of his position on Bailey:

Although Mixter had published earlier on Bailey fitér 1898]" it was really
Seligman who drew attention to Baileysssertation[1903, pp. 352-355]. Noting
Bailey’s critiques of Ricardo’s verbal muddle, bétconcept of absolute value, of the
use of the cost of production theory of value haf €quation of cost of production
with labor cost, of the idea of homogeneity of lalmput, and of the Ricardian
inverse relationship of wages and profits withaference to labor productivity, as
well as Bailey’s introduction of time preferencadais generalization of the rent

concept, Seligman really set the tone for mosheflater discussions (198).

O’Brien himself emphasizes Bailey’s “excellent urglanding of Ricardo (by no means a
common achievement), his sustained criticism ofitkiariable measure, and his discussion
of Ricardo’s inverse relationship of wages and ipg@fand points out that “[o]n the more
positive side he is generally credited (correatlyhie opinion of this writer) with
generalization of the rent concept, and with pappbut that degrees of fertility are not
necessary for the emergence of rent while, on tiher dvand, and in practice,
nonhomogeneity characterized labor as well as landHe is also credited with establishing
(by introspection .).the existence of positive time preference.”

* * *

Seligman, we have noted, represented his negl&ettsh economists in general as
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“foreshadow([ing] the most recent contributions ¢oomic doctrine,” and wrote of Bailey
that his contributions “constitute doctrines of mngance in the recent phases of the science.”
These remarks suggest that Bailey’s work was gah@lternative paradigm to Ricardo’s.
He is, however, much more cautious in summariziagbsition regarding Bailey (and
Cotterill) at the outset of Part Il of his papém the controversy that arose during the early
twenties on the subject of value we found that irtgou criticisms of the Ricardian theory
were advanced by Bailey and Cotterill, and thatfttumdation stones for an entirely different
theory was laid by Lloyd, the originator of the miaal utility doctrine of value” (1903:
511)> And similarly at the close of his paper, the f@ion the contributions by Lloyd,
Read and Longfield, “above all the theory of maagjuility as the basis of value, and the
marginal productivity theories of wages and intere$ (534), with Bailey assigned to the
second rank of dissenters, making a contributioa @iftical rather than positive nature.
Marian Bowley, writing a generation after Seligmahjected that if by “classical
economics” specificallRicardiandoctrine was intended, — as was common in “semi-
popular” discussion — then “neither Senior, Lonigfi&V.F. Lloyd, nor any of the other
economists to whom Professor Seligman drew attentior the French economists, can be
included under it” (1937: 16). She regretted tieabnomists who criticized Ricardo, as for
example Senior and Bailey, have been considereplgias critics who perhaps added some
improvements by the way but who did not differ frbim on fundamental doctrine,” her own
view being that “the developments of the theoryalfie between 1823 and 1862,” revealed
“two different and more or less contemporary sch@sen in England” — the Ricardian and
the utility schools (16-17). However, when it cante evidence regarding Bailey, she
offered little justification for designating him“atility” theorist, focusing rather on his
rejection of any sort of “intrinsic” value, and l@mphasis on the exceptions to a cost theory

which fall under the rubric of cases of “monopo(93). Much later, Bowley altered her



position on the broader issue, arguing that in‘fajo revolutionary significance” was
attached by contributors in the British literattwethe law of diminishing marginal utility, or
the concept of intensity of demand, or utility ma&asnent, since these all stemmed from the
Wealth of Nations(1972:27). What, however, was indeedHerently revolutionaryywas
“[t]he analysis of the limited validity of the puoest of production theory of natural price by
Bailey, Senior and Cournot in terms of market dtrues,” for it “contained elements which
led straight to the rejection of that convenierd anportant simplification” (28; emphasis
added).

Mark Blaug too maintained that “Bailey’s criticisof Ricardo contained the germs of a
far-reaching reconstruction of basic economic cptslg1958: 58) — though he adds that
only Senior realized if . Rauner is yet more definite in his estimate paeadigmatic

breakthrough on Bailey’s part: “... like Jevons, IBgiunderstood that Ricardo’s
determination to use “absolute” or “real” cost cepts was bound to bring him to untruths.
On his essentially relativist foundation Bailey egapated that a valid theory of value
proceeded from more complex causes than simpleitapantity. He understood that a
theory of value depended on 'mental states,” otif\@sions,” on “scarcity,” and on “time”
and so on (1961: 94). Again: “Enough had beet gbBailey’s approach to prove that the
only reduction worth making was to ‘mental statesf ‘original factors.” The significance of
this should not be underestimated, however, figrainly from the ‘mental states’ standpoint
that a complete theory of alternative costs canrgete which is to say, it is only from such a
standpoint that utility can properly be relatea¢tést of production and cost of production, in
its turn, freed from some association with the tiggaconcept of physical real cost of pain.
The virtues of Bailey’s position in all of this caardly be lost” (101). Similarly, Rauner’s

contribution to theNew Palgravepoints to a paradigmatic breakthrough, albeit an

“incomplete” one:



From a larger perspective, by stressing relatalaerexclusively, Bailey pulled
economic analysis back from the Smith-Ricardo stréd@at sought a principal cause
of value to explain the production and distributadrmaterial wealth among the
labouring, rentier and capitalist classes. In@ad argument relative values — prices
— vary for all kinds of reasons affecting demares{eem”) and supply (production
under constant or increasing cost, supply-limitiogiditions. Hence, his view
involves no notion of long-run growth, tendenciesard equilibrium, stationary
states or other systemic visions. Everything lstiee; individual economic welfare

is expressed period-by-period solely in terms ta#tiee values (1987: 174).

Essentially, “Bailey’s work freed analysis from theed to link production and distribution to
socioeconomic class relationships. It pointedeiadttowards relationships between
individual needs and perceptions, and the matgoatis that can satisfy them.”

D.P. O’'Brien opens his discussion of “Classicah$&ssments” dealing with the
contributions by Longfield, James Mill, Senior, Bgi, Torrens and Say by declaring that
these writers “were men of independent mind andpeddent spirit. While they could
hardly fail to be affected by Ricardo in some wigngy looked for solutions to economic
problems without being unduly trammeled by the tjoasof whether or not they were
keeping within some kind of Ricardian orthodoxyndeed one of them (Mill) helped to

createit” (1988: 179-80). And at the close:

It should be clear that any account of classicahemics which treats the writers
considered here as offering only minor variationdRicardo and/or Smith is highly
misleading and that many of the classical econanaigart from Ricardo and Smith
were men of outstanding capabilities who solvedj@ms left unsolved by more

famous names. In particular it is now clear to r@@®nomists (or rather, to most



historians of economic thought) that the idea asical economics as the pale
reflection of Ricardo is a gross distortion. letfadespite the grandiose English and
the patronizing tone, Schumpeter’s judgment seeaguéntly to have been
vindicated, and the process of reappraisal whichdtged to initiate has resulted in a

fundamental change of perspective on classicalaoas (212).

I am not concerned now with O’Brien’s writers dfaom Bailey — except to remark that
placing James Mill in the same cage as the otstesllis asking for trouble — but when we
look more closely at what O'Brien has to say ofl®aspecifically we face a problem.
Bailey’s independence from Ricardo is enthusialiyicaipported by reference to Rauner’s
1956 doctoral dissertation according to which “Bgiplaced the rationale of economic
activity in mental phenomena [Rauner 1956: iii] eject[ing] the physical material
conceptions of classical economics ... his use obgpiection as empiricism [being] entirely
consistent with this [504-6]" (1988: 200). Bailey,brief, “saw economics as a science of
mind [496-526] — it was not concerned with techggloHis basic philosophical position is
extraordinarily ‘Austrian’ and is much more post?08han the recently received
interpretation would suggest, in this respectaste’ Yet for all that we also find, in the
same contribution O’Brieplaying downBailey’s originality in economics — with good
reason as | shall presently show — insofar asrhdyfidenies that Bailey was “part of a
separate tradition of economic thought, contempondth mainstream classical economics,
[for] it now seems clear that Bailey was in the melassical tradition insofar as his positive
value theory was concerned and that he did notigegawaterial either for a separate tradition
or for a revolution in value theory” (198)For one thing “he had no proper demand curve.”
What has happened to Bailey’s “independent spirM8reover, while O’Brien pays tribute

to Blaug 1958 in making his case for a reapprdiséd), when we follow up the reference we
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find a position implying that the dissenters, Byillecluded, were indeed “unduly
trammeled” by “some kind of Ricardian orthodoxyThe weight of ‘the Ricardian errors’
was so strong that even the critics and outspokeorents of Ricardo came under their
spell. Consequently the original contributionsra@n like Malthus, Bailey, Scrope, Jones,
Longfield, and Senior took the form of isolateddretical innovations, carrying no practical
import, which were either brushed aside or asstedlavithout disturbing the mainstream of
Ricardian economicsThe short-comings of anti-Ricardian economics -edgctic
character, its failure to carry through — far mottean the dogmatism of Ricardo’s disciples
was the factor responsible for its lack of suct€Btaug 1958: 227; emphasis added). But
Blaug too is difficult to pin down. To “assimilataéhd to “brush aside” are vastly different
reactions, while he also writes of the “votarie§Ricardo — James Mill, McCulloch, a
Westminster Reviewef 1826, De Quincey — as “weather[ing] Bailey'gicism with
admirable equanimity” (56), which certainly impliagsefusal to do Bailey proper justice, that

is adogmaticresponse.

Much of the literature discussed above takes fantgd that Bailey’s criticisms of Ricardo
were technicallyalid. Some accounts, including that by Seligman hifmsaltion against
going too far in representing Bailey as leadeookven participant in, paradigmatic
transformation of doctrine, a caution downplayedSichhumpeter and Rauner. In any event,
the participants in this debate fail to take progazount of the advice offered by Jacob Viner
that any investigation of the extent and naturthefearly dissension requires that attention
be accorded to the replies of the Ricardians tw tngics, for “some of the criticisms against
the Ricardian analysis were either based on migrg&tions of it or would have been
accepted by the Ricardians...” (1958: 419-20). Qiniys is it possible to evaluate properly

the extent of adhesion or breakaway from Ricardtherpart of the dissenters. Needless to
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say, to do justice to this procedure requires preciand accuracy in the perception of
“Ricardianism” — we must at all costs avoid the megless “some kind of Ricardian
orthodoxy” encountered above.

In Section I, we shall follow Viner's recommenibais with respect to Bailey, having in
mind a notion of Ricardian classicism giving prafegolace to the inverse wage-profit relation
with its focus on “proportional” wages and its d@tion in terms of an invariable money
measure of value, and its application to the prold¢ growth subject to land scarcity
entailing a fall in theommoditywage and also — because of the rise in moneyopoptional
wages — a simultaneous fall in the profit rate (delander 1977, 1979, 2001)t emerges
that in many cases Bailey’s criticisms constituisunderstandings of Ricardo’s position,
while others would have been considered wholly pizd#e by Ricardo.

A second set of issues with which we shall be eomed relates to Bailey's “influence”
on other “dissenters” (Cotterill, Read, Senior,Jldand Torrens), on the “Ricardians”
(James Mill, McCulloch and J.S. Mill), and on Malth Here we have in mind Seligman’s
representation of Bailey as an “acute critic” o€&ido on value who “exerted considerable
influence at the time” (1903: 352), and Schumpstassertion that Bailey’s influence “was
much greater than appears on the surface (1954ct88 above, p...). We have too an
evaluation by Blaug to the effect that “[tlhe impa€Bailey’s attack upon contemporary
thinking was profound, judging by the number ofrehces to it in an age not given to
crediting sources” (1958: 55-6). Now an “impactight not be of a positive order, but
Blaug's reference in this context to a statemen¥iajthus regarding “the impression which
[the Critical Dissertatiorj is understood to have made among considerabitgcpbl
economists” (1986 [18278: 60), implies that a positive influence is intedd®Our analysis

finds little to justify these evaluations of thetemxt and character of Bailey’s influence.
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Il BAILEY AS RICARDIAN MALGRE LUI

Our analysis in this section in effect dots tiseahd crosses the t's of the position stated
all too briefly by Elie Halévy writing shortly aftéSeligman but to precisely the opposite

effect:

In 1825, inA Critical Dissertation on the Nature, Measures dalises of Value
[1825: xi-xii] an economist philosopher, SamuellBgj showed that the quantity of
labour can be considered neither as the measui@srtbe cause of value. As a matter
of fact, all the elements of his criticism are looved from Ricardo’s book. He
established the fact that the quantity of labounathe cause of value in cases of
monopoly, and that the value of labour is itseffi@nopoly value; that it is not the
cause of value in cases in which a certain commadih be produced in indefinite
quantities, but with a constantly increasing cdgiroduction; that value cannot be
explained by the quantity of labour, because lal®uot a homogeneous quantity,
and can be of various qualities. Ricardo had direaid all this: Bailey confined
himself to insisting on the importance of the cagbgh Ricardo persisted in treating
as exceptional. On another point he made an inmmwvahe emphasized the analogy
between the benefit of rent and “the extraordirranguneration which an artisan of
more than common dexterity obtains beyond the wggyes to workmen of ordinary
skill”: the owner of fertile soil and the possessbunusual skill secure a monopoly
price, a monopoly which is restricted in the frase by the existence of lands of
inferior quality, and in the second case by thetexice of inferior degrees of
dexterity [1825: 196-7]. But the origin even ofstidea that value contains

differential elements is to be found in Ricardo I@¥g 1955 [1904]: 353-4)"
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The sense and validity of the term “borrowed” iné¥g’'s statement will be taken up in a
concluding section.

We commence by taking note of James Mill's obs#wman his “On the Nature,
Measures, and Causes of Value” for tlestminster Reviewof 18267 that Ricardo would
not have objected to the principal theme of th& thapter of th€ritical Dissertation
relating to the nature of value: “This chaptelogomachy, simply and purely. It makes
profession, or rather ostentation and parade, iofkee controversy with Mr. Ricardo. But it
contains not an assertion, who which, as fadeaspolitico-economical are concerned, Mr.
Ricardo would not have assented,; it contains, miged, as far as such ideas are concerned,
an assertion which is not implied in the propossiavhich Mr. Ricardo has put forth. Itis a
criticism on some of Mr. Ricardo’s forms of expriess...” (Mill 1826b: 157). Schumpeter
considered Mill's contribution to be “patheticalhadequate” (1954: 599§,and O’Brien
sees it as a reflection of Mill’s “fury” (1988: 20But that Mill represented Ricardo’s
viewpoint is apparent from the latter’s reactiotie anonymou¥erbal Dispute®f 1821,
which in its essentials is so similar to fhatical Dissertationthat Bailey feared he might be
accused of plagiarism (see Appendix B). Writingtower in August 1821 Ricardo

observed:

With respect to our difference of opinion on thikject of exchangeable value it is
more an apparent difference than a real one. dalspg of exchangeable value you
have not any idea of real value in your mind —viimably have. Your criticisms on
passages in my book are, | have little doubt, cbrteecause they are also the
criticism of others on the same passages. A pahphk appeared “On Certain
Verbal Disputes in Polit. Econ.” where the sameugrbof objection is taken as you

take; the fault lies not in the doctrine itselft bumy faulty manner of explaining it
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(1951-739: 38).

As for thejustificationfor the Ricardian reaction — though not perhapdone — that is
clear enough as | shall now sh&t.

We set out by focusing on Bailey’s charge thaaRio’s notion of an invariable standard
is self-contradictory: “It would be an absurdityduppose, that the value of A to B could
alter, and not the value of B to A; that A coulskrin value to B, and B remain stationary in
value to A ...” (1825: 5; also 16, 10%).1t is clear that this objection follows direcftpm

Bailey’s definition of value asxchange valuehat his case is purely terminological:

The specific error of Mr. Ricardo on the subjefcinvariable value consists ... in
supposing, that if the causes of value affectingg@mmodity remained the same, the
value of that commodity could not vary, overlookihg circumstance, that value
denotes a relation between two objects, which mesessarily alter with an alteration
in the causes affecting either of them. He ingethgadentifies constancy in the
quantity of producing labour with constancy of valuHence he maintains, that if we
could find any commaodity invariable in the circuarstes of its production, it would
be in the first place invariable in value; and, I¥nd would indicate, or would enable

us to ascertain, the variations in value of otlwenmodities (121).

In point of fact, a commodity produced with a camstiabour input, Bailey observed, “would
enable us to ascertain, not the fluctuations ine/éetween two or more commodities (for
these are facts to be gathered from appropriateree), but the fluctuations in the quantity
of labour which produced them” (124). Alternativexpressed, we would be enabled to
establish in which commodity “those [observed] flations had originated” (121Now this
renders precisely the purpose of Ricardo’s measur&icardo’s famous justification for

setting aside changes in the wage structure, @lsvant for his particular investigation, make
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this very clear (1951-78: 20-1)— and the critique amounts to no more than an Umgihess
to use the term “value” in the Ricardian fashion

A further passage is similarly revealing:

| have already had occasion to remark, that sratige is a relation between two
objects, it requires no proof that it cannot afieen causes affecting only one of the
objects, but from two causes, or two sets of catesgsectively operating upon the
objects between which the relation exists. It &gsial in value to B, this must be
owing, not only to causes operating on A, but &scauses operating on B. In
investigating the sources of value, however, it &l necessary to treat of these
causes separately; and it may not be uselessdbewc that although value must in
every instance arise from the combination of twis & causesany alteration, any
rise or fall of value, may proceed from only oréhe value of A and B is the effect of
causes acting on bothyt a change in their mutual value may arise frauses
acting on eitheras the distance of two objects is to be refetodtie circumstances
which have fixed both of them in their particul@uation, while an alteration of the
distance between them might originate in circuntstaracting on one alone (183-4;

emphasis added).

By admitting so much Bailey once again was rendewholly irrelevant his charge of an
“inherent contradiction” in the very notion of anvariable standardequally striking, while
Sowell (1970: 404) attributes to Bailey rejectidritbe idea of an aggregate value of
national output” as “meaningless,” Bailey in fagtognized that “the truth” of Ricardo’s
proposition whereby if technical change permiteaegal doubling of output from a given
labour force, the higher product would remain @& same value, each individual unit falling

fifty percent, “entirely depends on the medium inieh we estimate value” (1825: 154).
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And yet a furtherindeed a determining, indication of Bailey’s undammg of his own

critique is the following footnote which franklylas that the Ricardian programme seeking
the source of variation in observed exchange ra#ssa tational, and might prove aseful
inquiry”:

The same remark will apply to economists in gelnefaeir real object in seeking
for a measure of value (however little they mayaiare of it) is to determine in
which commodities any changes of value have origohaand not to ascertain the
extent of these changes, which, as | have repgadtatkd, are matters of record and
evidence, and a knowledge of which is in reality-pupposed in any application of
what they call a measure. It is not, therefom@easure of value which they are in
pursuit of, but a commodity which would indicate $ources of variation. Whether
there is any one object which would do this bdtian another, would at all events be

arational, and might prove asefulinquiry (127n; emphasis added).

Again, Bailey — near the outset of his beekefers to “[t]hetruth intended to be conveyed by
saying that B remains of the same value is, trat#use of the altered relation between A
and B is in the former, and not in the latter; &amdetermine where the change originated is
in fact the whole object of those who endeavolghtow what commodities have remained
stationary in value and what have varied” (12; eagihadded. Also p. 6.) Why then does he
immediately revert to the irrelevant charge thaanmbility of “value” understood as
exchangevalue— rather thameal value— is “absurd” (18)? It is also extremely difficudt
appreciate Bailey’s charge (in the extracted passhgve) that the Ricardians were unaware
of what they were about. We need but let Ricapak for himself: “When commodities
varied in relative value, it would be desirabléhtive the means of ascertaining which of

them fell and which rose in real value, and thigldde effected only by comparing them one
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after another with some invariable standard measiwalue, which should itself be subject
to none of the fluctuations to which other commiegitare exposed” (1951-71343).

Bailey thus concedes the game, if rather ungratjou'Many of the strictures, which
have been made on Mr. Ricardo’s writings ... wouldrbgome degree obviated if two things
were conceded, namely, if we assumed that he wastanttly speaking of real value, and if
we were to grant him th&bsurditywhich we have shown this expression to implyjror,
other words, if we were to consider it as importoogt of production, without relation to the
power of commanding in exchange” (253; emphasigdddBailey must have forgotten here
that he had himself represented Ricardo’s conaebe tprecisely the isolation of the source
of an observed change in exchange rétepparently, he feared that he had allowed too
much: “But then, although some inconsistencieslaby this means be obviated or
explained away, we should obtain in their placeialper of other equally irreconcilable, and
also a series of unmeaning and identical propastid-or instance, the proposition that a
million of men always produced the same value notthe same riches, would be reduced to
this, that what a million of men produced alwaystdbe labour of a million mema=a.”
Needless to say, an identity is not an error.

That Bailey conceded the validity of the Ricardexercise, only to proceed as if the
concession had never been made by concentratiely so use of the term “value” as
synonymous with exchange value rather than allgan the alternative sense of real costs,
is apparent also when he cites Ricardo’s own biedgarding “the impossibility of finding
any commodity of invariable value” (19), yet insien a fundamental difference between
himself and Ricardo. For Ricardo, Bailey points$, @wvariability could not be satisfied since
“no commodity could be found, which is not itsekposed to the same causes of fluctuation
as all other commodities,” whereas for Bailey hethseven “if all commodities were

produced under exactly the same circumstancder astance, by labour alone” — the very
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simplest case — “any commodity, which always regfithe same quantity of labour, could
not be invariable in value, while every other coodlity underwent alteration: [Ricardo]
asserts, on the other hand, that such a commwditjd be invariable ...” (20-1; also 119).
As he expressed the matter in better to a Political Economist responding to the
Westminster Reviestrictures on th€ritical Dissertation— he had never said of Ricardo,
and various others including Lauderdale and Torrdva “they deny the impossibility of an
invariable measure;” rather, “they maintain ... ingbleness to be necessary to constitute a
measure of value, while | contend that invariab$sneas nothing to do with it” (1826: 14-
15). Bailey can only be understood if one takesusage of the term “value” as indicating
exchangerather thameal, value and understand its “measurement” correspghd-®

Bailey thus recognized the “truth” and “usefuliessRicardo’s quest for a commodity
that is “invariable” in its own costs, as a meanmseicognize the source of a change in
observed exchange rates. Strikingly, his ddoney and its Vicissitudes of Val(l837)
follows precisely along these Ricardian lines lstidguishing between, and evaluating the
effects of, a change in the exchange rate betwesreynand commodities — the “value of
money” — originating in circumstances affecting regmlone, and circumstances affecting
commodities alone such as general productivitygase not pertinent to the precious metals,
i.e., “[sJupposing money to be unaffected by anyateons originating on its own side, [in
which case] the prices of other commodities musessarily fall as the facility of supplying
such commodities increases” (1837: 1% He only insists — in line witA Critical
DissertationandA Letter to a Political Economist that “[t]his steadiness of value, so
desirable in money as a medial commodity and a aoaitynof contract, is quite inessential

to it in its capacity of the measure of value” (#).rose by any other name ...!

* * *
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Not only is it the case, as several commentators hemarked, that Bailey himself presented
no alternative model, but of this he was well awafthe science cannot yet be exhibited as a
regular and perfect structure” (1825: xii) — altgbwhe did express a methodological
preference for greater “generality” than charagtatithe Ricardians. For all that, he frankly
admitted in the concluding chapter “On the Causa&tue” that Ricardo himself was not a

guilty party, while even his objection to the “flVers” is somewhat watered down:

Mr. Ricardo, indeed, explicitly allows the influsnof other causes [than labour
embodiment], such as time, differences in the prtogno of fixed and circulating
capital, and inequalities in the durability of dapiby which he admits the value of
commodities is liable to be affected. Notwithstagdhese modifications, however,
his followers continue to lay down the positiongofantity of labour being the sole
cause of value in the most precise and positiveggnot that they deny the
exceptions, but they appear to lose sight of teestence, and frequently fall into
language incompatible with their admission; whileyt altogether overlook the source
of value to be found in partial or incomplete moolgs, and the intermixture in
production of commodities which are indebted faitlvalue to different causes (230-

1).21

These allowances regarding Ricardo come as a sargince Bailey had earlier noted that
“[t]he only place in Mr. Ricardo’s work, where IVvebeen able to find the expression of the
general rule properly qualified is the Index. Here says, ‘the quantity of labour requisite to
obtain commodities, therincipal source of their exchangeable value” (213-%4nn any
event, he also recognized elsewhere Ricardo’sipoghat a wage variation will influence
relative prices in the event of differing factooportions (217); similarly with respect to “the

effect of time on value,” he allows that “[t]he lménce of this cause is admitted by Mr.
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Ricardo, but Mr. Mill contends, that time can ddhmog.” The book closes in surprisingly
mild terms; and in the passage in question Baiédily admits that his purpose had not
been to decide whether or not Ricardo had “reailyceed” political economy, a matter he
leaves open — confirming that he himself was welr@ that he had not developed an

alternative model:

If Mr. Ricardo, as his admirers allege, has reailyiched the science of political
economy with any new and important truths (a paihich this is not the place to
decide), we may safely pronounce that they arenfietences from the doctrine, that
the quantity of labour employed in the productidic@mmodities is the sole
determining principle of their value. It may béimhed, without any hazard of error,
that there is not one of them, whatever they maybéch would not equally flow

from the more accurate proposition, that it isghacipal cause (232).

A word regarding Bailey’s complaint in the penul#ite extract that Ricardo’s followers
— if not Ricardo himself — had neglected the ingtilens for pricing of “partial” or
“incomplete” monopolies, the early nineteenth-centerm for less than infinitely-elastic
supply, covering the standard increasing-cost chaeacterizing agriculture. Thus though
Ricardo formally classified commodities accordinghe “source” of their exchangeable
value, namely “scarcity” and quantity of labourctising on the latter because quantitatively

the most significant (citing Ricardo 1951-¥3....),

[iInstead of confining himself to these commaoditiee enters into the consideration
of the value of labour, of corn, of gold, and dfiet articles, in the production of
which competition certainly does not operate withr@straint; but which he is
obliged to bring under that head, from the impdrébassification with which he sets

out. According to his own division, the value bése things should be determined by
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the quantity of labour necessary to produce thbuot:of none of them can this be
asserted; for the value of labour can in no seessaldl to be determined by the
quantity of labour necessary to produce it: tHeeaf corn in general is determined,
on his own principles, by the quantity of labouyuied to raise corn on the worst
soils in cultivation, and not by the quantity af dwn producing labour; and in the
same way the value of gold itself depends, noterldbour necessary to produce
very individual portion of it, but on the labouragssary to extract it from the least

fertile mines that are worked (228-9).

Here we have Bailey giving a lesson on the relegarimarginallabour cost, but turning it

against Ricardo to argue that the price of an @escarn unit is not determined by “the

guantity of its own producing labour,” as if Ricardad not spent all his time elaborating

precisely this in his formulations. Bailey’s sunmnan this context is further evidence of his

regrettable preoccupation with classification ratihe@n substance:

Mr. Ricardo did not, evidently, allow sufficiemhportance to that source of value
which he calls scarcity; not did he consistentlgria mind, that it was the very same
principle which enabled the owner of land, or ohes, of more than common
fertility, to raise the value of their articles loeyl what would afford the customary
profit. Instead of scarcity, or, in other wordsgmopoly, or protection from
competition, being an unimportant source of valug the commodities which owe
their value to it forming a very small part of thiass of commaodities daily exchanged
in the market, we have seen that it is a most sitersource of value, and that the
value of many of the most important articles oémhange must be referred to this as

its origin (229).

There are two observations that need to be maithésgtoint regarding substance rather
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than classification and language. First, we camfailey’s own adherence to tpeority of
supply conditiongrom his discussion of the emergenceeoft, particularly his position that
rent is not a “cause” of value. Consider the follog passage which expounds the standard

Ricardian position regarding pricing in the casénafeasing costs:

The value of that corn which is produced on lapalgng rent, is not, it is
acknowledged, in proportion either to the capitaioothe labour actually expended in
its production. It must be owing, therefore, tongoother cause; and the only other
cause is the state of the supply and demand, aoimgetition of the purchasers.

This competition might raise to price to an indagérheight, if it were not for the
existence of other lands, which although they cguitiuce corn only at a greater
cost, would be brought into cultivation as soothasprice had risen sufficiently high
to pay the ordinary profits on the capital requirdtis, therefore, the possibility of
producing corn, or the actual production of itaajreater cost, which forms the limit
to its value. But although this is the limit begowhich its value cannot rise, it cannot
be said to be the cause of its value. It is theseaf its being no higher, not the cause

of its being high (194-5).

Bailey here even commends Ricardo’s form of exjpoessvhich is quite unusual: “We
accordingly find that the expression used by McaRio on this subject is, not that the value
of corn iscaused but that it isegulatedby the cost of production on the least fertiledign
The owners of land of superior fertility enjoy a mepoly, which, however, does not enable
them to raise their commodity indefinitely, accomglio the varying wants and caprices of
mankind, but which is bounded by the existencenfdrior soils.” (195) He goes on to point
out that perceiving rent as a “monopoly” returraar“‘extraordinary profit which is obtained

by the possession of an instrument of productiootegted up to a certain point from
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competition,” it followed that such “extraordingpyofit might exist, although the land in
cultivation were all of the same quality; nay, mesist before inferior land was cultivated,;
for it could be only in consequence of extraordyngains obtained by the monopolizers of
the best land, that capital and labour would beseglpd on soils of a subordinate order.
Rent, therefore, might exist, while all the landlencultivation was of equal fertility” (196).

We come now to our second point, thagaeeO’Brien (above, p. ...) or Rauner (1961:
109) or Sowell (1970: 405) — not one word of tisign any way novel, Ricardo having shown
in detail that differential rent is but a speciake of a more general phenomenon — scarcity
value. Thus in his discussion of early settlemdmtsobserved: “no one would pay for the
use of land, when there was an abundant quantityei@ppropriated, and therefore, at the
disposal of whosoever might choose to cultivat€li®51-731: 69). Conversely, “[if] air,
water, the elasticity of steam; and the pressutbehtmosphere, were of various qualities; if
they could be appropriated, and each quality existdy in moderate abundance, they, as
well as the land, would afford a rent, as the sssige qualities were brought into use” (75).
The extension of this statement runs explicitlygrms of demand-and-supply (and refers to
the authority of J.B. Say): “On the common primegpof supply and demand, no rent could
be paid for such land, for the reasons stated watlyimg is given for the use of air and water,
or for any other of the gifts of nature which exisboundless quantity . . . ; as the supply is
boundless, they bear no price. If all land hadstére properties, if it were unlimited in
guantity and uniform in quality, no charge couldnbade for its use, unless where it
possessed peculiar advantages of situation” (69-Ifaleed, Ricardo takes Smith to task for
focusing on thghysicalcontribution of the land factor and neglecting tlependency of
rentalvalueon scarcity: “Dr. Smith does not reflect thattrisnthe effect of high price . . . .
Itis ... from the price at which the produceaddd, that rent is derived; and this price is got

not because nature assists in the production,dn#use it is the price which suits the
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consumption to the supply” (77n). There is toodRilo’s position that rent may be generated
even in the absence of differentials, for it is giishing returns at thimtensivemargin which
constitutes a more general case (71, 72). Andlyirthere is recognition of rent as a pure
demand-determined surplus, generated even on naargiits of output, in the (unlikely)
case of zero-elastic supply, referred to by Ricasla case of “monopoly” price (250%%).
Bailey had added nothing.

We return to Bailey on pricing, and a concessi@orfirming all that we have said
above — that “[t]here is at the bottom, little adtdifference among economists as to [the]
causes [of value], but they do not agree eithénéir methods of explanation, or in the
language they employ” (199). At this point, howe\Bailey adds a proposition that has
struck some readers — including Seligman (see alpovg — as particularly significant: “It
has been shown [1-2, 180, 183] that the immedetises of value are the considerations
which act orthe minds of human beingand that the circumstances, which form or furnish
those considerations, must be the causes into vitichconomist has to inquire. Our present
object, therefore, is to find those circumstanchgtvact upon the mind with certainty and
precision, in the interchange of commaodities ofdlass under our notice” (emphasis added).
We are thus cautioned by Bailey himself to keep'findosophical” background so
enthusiastically championed by O’Brien (above, in)proper perspectivé. As Rauner put
the matter: “It will be recalled [1961: 5-6] thAaailey had asserted that value, in the ultimate
sense, appeared to be the esteem in which an elgsdteld. Since it was impossible to give
this ultimate esteem any accurate, quantitativeesgion, Bailey had put in its place the
concept of relative esteem and its manifestatiaeliative or exchange value” (1961: 120).
The point to be emphasized is that Bailey goe®dadus orcosts of production as the main
considerationn the case of commodities “which can be incredsethdustry, and on which

competition acts without restraint” (1825: 198A moment’s reflection on the subject will
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suffice to discover, that the principal of thesegmstances must be the cost of production.
No man, who bestows his time and attention on thdyzction of a commodity, will continue
to produce it for the purpose of exchanging it agaanother commodity, which he knows
costs less to the producer than his own: andhemther hand, every producer will be
willing to sell as large a quantity of his commgdiis he can dispose of at the same price as
his fellow producers’ (199-200). This sort of posgion is wholly orthodox, though it must
immediately be noted that Bailey adheres to theehsr position (Torrens 1821: vi-vii; also
1818: 336) when he writes that “[ijn a civilizedurtry ... the mass of commodities are
determined in value by the capital expended upemth(1825: 206f> Even terminology
suggestive of “states of mind” appears in Ricardiidsussion of the tendency to cost price:
“It is then the desire, which every capitalist hafsgirecting his funds from a less to a more
profitable employment, that prevents the markatepaf commaodities from continuing for
any length of time either much above, or much bdlwsir natural price” (1951-78. 91).
Similarly orthodox is Bailey’s further contentidimat “if we do not aim at undue
generalization, but are content with a simple stat& of facts, the value of objects, in the
production of which competition operates withoidtraint, may be correctly stated to arise
principally from the cost of production; and tlatst of production may be either labour or
capital, or both (1825: 205; emphasis added). We need but r&e#irdo’s clarification in
his third edition that even to maintain a labowdty of value is not to deny the presence of

costs other than labour costs:

It is necessary for me also to remark, that | hastesaid, because one commodity has
so much labour bestowed upon it as will cost 1080d another so much as will cost
2000. that therefore one would be of the value of 1080d the other of the value of

200d. but | have said that their value will be to eather as two to one, and that in
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those proportions they will be exchanged. It imo@fimportance to the truth of this
doctrine, whether one of these commodities setld f000. and the other for 2,2000
or one for 1,500 and the other for 300Qinto that question | do not at present
enquire; | affirm only, that their relative valuedl be governed by the relative

quantities of labour bestowed on their productit®b(l-731: 46-7).

And finally, Bailey’s references to non-monetanadcteristics, such as “[t]he discredit, the
danger, the disagreeableness of any method of gmgloapital,” (in addition to time of
investment) to illustrate influences on value agtia “the minds of men” (206-7) obviously
rehearses a celebrated Smithian theme which wadasthcanonical fare.

There is, of course, the question of the empisaghificance of cases “on which
competition acts without constraint.” But if tdgfcategory is added increasing-cost cases,
including agriculture, the range is greatly extaehd® that the main claim — by Senior as well
as Bailey — that Ricardo had distorted reality &ljance on the constant-cost cases is much

diluted?®

The terminological penchant of Bailey’s book isosa¢vident from comments upon Ricardo’s
identification of a change in the “value” of wagewages in terms of the invariable measure
— with a change in the proportion of wages in aggte output, that is the representation of
labour as rising or falling in value “only whenagder or smaller proportion of the
commodity produced goes to the labourer” (1825: 38)r Bailey restricted the term “value”
to refer toexchange-valughe “value of labour” indicating therefocemmodity wagegi6);

on the other hand, he perceives profits as a fatturn on the “capital employed” such
capital entailingvage paymenis.e., his notion of profits runs in proportionaéems: “a rise

of profits and a rise of labour are essentiallyidcs in their nature, the one signifying an
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increase of proportion, the other an increaseergimantity which a definite portion of labour
will command” (64); again: “it is an increase hreportion of the product assigned to the
labourer which constitutes a rise in the valueisflébour; but it is an increase in the
proportionassigned to the capitalist which constitutes exinshis profits” (70). Not
surprisingly, on this usage only in the caseaistant outpumust an increase in the
commodity wages paid to a given work force invadveecline in the profit share (Bailey’s
rate of profit); whereas allowing for increase urtgut (and neglecting rent) wages and profits
may both vary in the same direction (70, 57). Addy pointed out in a Note his contention
was simply “that in cases of improved productivevpg the product might be so divided,
that the rate of profits [identified with the priodihare in output] should be increased while
the value of labour [the commodity wage] was enbkdih¢241).

Nothing in all this conflicts in any way with Righan analysis. To the contrary, a
feature of Ricardo’s growth model is the increasthe commodity wage with no reduction,
even conceivably an increase, in the profit ratearly stages before manifestations of land

scarcity, i.e. when production is subjectirioreasingreturns:

In different stages of society, the accumulatiocagital, or of the means of
employing labour, is more or less rapid, and mustli cases depend on the
productive powers of labour. The productive powsdrabour are generally greatest
when there is an abundance of fertile land: at g@rlods accumulation is often so
rapid, that labourers cannot be supplied with Hmaesrapidity as capital.

It has been calculated, that under favourableigistances population may be
doubled in twenty-five years; but under the sanvedisable circumstances, the whole
capital of a country might possibly be doubled wharter period. In that case, wages

during the whole period would have a tendencyde,because the demand for labour
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would increase still faster than the supply (1981:798) 2’

And, by the same token, in the course of subse@gransion subject wecliningmarginal
productivity, both the wage and profit rates tensvdward simultaneously (101; see
Hollander 1987:194-202, 2001, 2007).

Bailey’s criticisms of the inverse profit-wageagbn were evidently not directed at
Ricardo’s position aRicardo understood,inamely as a theorem entailing the “real” wage or
cost of producing the wage measured in terms diyp®thetical “gold” which also indicated
theproportionalwage. And in fact Bailey conceded that “Mr. Raais inference is a
legitimate deduction from his premises, if we cateeertain postulates. Grant him the kind
of value calledeal, which has no relation to the quantity of commiedicommanded, but
solely to the quantity of producing labour, anohévitably follows, that there could be no
alteration in theeal value of labour, but from an alteration in thegwdion of the product
which went to the labourer” (1825: 58). So fargemd. Unfortunately, he errs when he
adds: “Neither, if money were always produced loyigorm quantity of labour, could there
be any alteration in the money-value of labour {58for Ricardo’s money wage is, of
coursenota constant; Bailey seems to have confused Ricamith Malthus’s measure!

Also to be noted is the fact that Bailey’s recadigni that the profit rate falls when
commodity wages rise (given labour productivitypswalong strictly Ricardian lines,
involving as it does the proposition —tlpgiceAdam Smith — capitalists cannot pass on the
higher wage costs to consumers in the form of highiees, since the prices, that is the

exchange values, afl commodities cannot logically be raised simultarsiau

The proposition, that when labour rises profitsstrfall, is true only when its rise
is not owing to an increase in its productive pawiétabour rises while these

productive powers remain the same, profits willviteble fall. This may be easily
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proved from the principles already advanced; féaliour rises in value, whoever
purchases labour must give a greater quantityhledrahings for it, and as the
capitalist purchases labour, he must pay more.fdt will be said, perhaps, that he
may raise the value of his goods, that is, he reguire a greater quantity of other
commodities than before, in exchange for his oBat the capitalist who produces
these other commodities is in the same predicaraadtthey cannot both raise their
goods.... [I]t is a contradiction to maintain, thairaversal rise in the value of labour

can increase the value of commodities (6425).

There is not a word here that had not been speliedonspicuously by Ricardo, though

Bailey chose not to mention this fact:

No alteration in the wages of labour could prodaieg alteration in the relative
value of these commodities: for suppose them & rie greater quantity of labour
would be required in any of these occupationsjtbmbuld be paid for at a higher
price, and the same reasons which should makeutitethand fisherman endeavour to
raise the value of their game and fish, would cdbise@wner of the mine to raise the
value of his gold. This inducement acting with Hagne force on all these three
occupations, and the relative situation of thoggaged in them being the same before
and after the rise of wages, the relative valugamhe, fish, and gold, would continue
unaltered. Wages might rise twenty per cent.,@oflts consequently fall in a
greater or less proportion, without occasioningl#aest alteration in the relative value

of these commodities (1951-71328-9).
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[l REGARDING BAILEY'S INFLUENCE ON OTHER “DISSENERS”: COTTERILL,

READ, SENIOR, LLOYD, TORRENS

To arrive at an overall evaluation of a writerifluence is notoriously difficult and some
efforts merely amount to loose subjective geneatibns, such as Schumpeter’s “a poll of
writers on value from 1826 to 1845 would produa®asiderable majority for Bailey”
(above, p. ...), or Blaug’s representation of theuwate of Torrens toward Bailey as “typical,
perhaps of the average reaction” (below, p....).. Sl take the easier route and limit
ourselves to questioning the assertions by Seliganaother commentators regarding a
“major” influence by Bailey on specific authors.

Seligman represented Bailey as an “acute critidRioardo on value who “exerted
considerable influence at the time” (above, p. .But when we seek the justification for this

assertion we find only a focus on an alleged impacC.F. Cotterill:

... the views of Bailey were in part repeated andetigyed by Cotterill in his
Examination of the Doctrines of Val{831]. Cotterill makes short work of the
labour theory of value, which he deems to have loeempletely refuted by Bailey,
the author of th€ritical Dissertation of whose name he seems to be ignorant. He,
nevertheless, proceeds to repeat the argumentthe€asare some Ricardians still
remaining” (1831: 8). De Quincey’s dialogues hasiders “an ingenious logical
legerdemain” (38). Like Bailey, he opposes tol#imur theory the cost of
production theory of value. He proceeds, howeteecriticize Bailey on one point,
and in this criticism, he marks a retrogressiomildy thought that the cause of
changes of value “may be correctly stated to giseipally from the cost of
production and that the cost of production mayitieeelabour or capital, or both”

(1825: 205). Cotterill contends that this defmritior cost is defective, because it does
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not include profit (1831: 41) (Seligman 1903: 355).

There is also Cotterill's broadening of the remi@ept to labour, but on this matter “Senior
as well as Cotterill was preceded ... by Bailey” (B5& will be noted that Seligman is
unclear whether in his estimation Senior owed atipesiebt to Bailey. He also makes
mention of Samuel Read who “confesses that in lais point of theory he has been
anticipated by Bailey,” referring to the propositithat wealth is not the result of
accumulated labour, but of labour and capital (2150 353), which again does not
necessarily imply influence.

In my view the Seligman-Schumpeter reading of &€dtis wanting. In the first place,
Cotterill's comment that there are “some Ricardistilsremaining” (above, pp. ..., )..
cannot bear the weight both place upon it, for &@oktalso refers to variations of exchange
value proportionate to variations in relative laboyput as a proposition which “most
economists maintain” — in contrast to Smith’s gositrelating increases in prices “to the rise
in wages” (1831: 107). Beyond this, and yet mamadging, is Cotterill's own recognition
of theneed foran “invariable standard,” and his belieftive possibility of its construction
indeed, amongst the most important features gbémsphlet Cotterill himself counted the
statement of “the conditions necessary to a stanofavalue” and the refutation of “the
erroneous doctrine that the supposition of sudlardard involves contradictory conditions”
(v). And it was Bailey (as well as Torrens) whom hedtyrdnad in mind by this latter
statemen{99). His main objection as far as concerned fldwaimself was to the specific
character of Ricardian “money” as an invariablegéad — in his estimate it was impossible
to talk meaningfully of exchange value in termsoth a medium — but not to the principle
of the matter. In fact, Cotterill himself providélistrations of the “correct” procedure

designed to guarantee that aggregate money vahens unchanged in the face of an
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alteration in distribution (76). And he candidgcognized Ricardo’s contribution to the
proposed solution: “The conditions, however, esakto an invariable standard, do appear
to me so very obvious, especially upon Mr. Ricasdmvn principles in opposition to Adam
Smith.”®

Cotterill, moreover, was dissatisfied with sigoéint parts of Bailey’s performance
regarding the “causes” of value: “the causes tiejaas stated by the author of tkitical
Dissertatiors &c’ are extremely unsatisfactory: notwithstandmgny parts of that work
cannot but be admired by everyone friendly to tierse of political economy” (1831: 5%);
nor did he think that Bailey’s work constitutedgarformance likely to set the controversy at
rest; on the contrary, | consider the Author’s okthe term value, on many occasions,
inconsistent with its obvious meaning, and the térapn the causes of value, in my opinion
leads to nothing less than complete scepticismth&p however, certain | am, that the work
has done much to evolve the difficulties in whibl subject was acknowledged to be
enveloped, and however dexterously | conceive tiieoa detected the double meaning in
which Ricardo used the term [exchange value aridvadae] | cannot but regret the
appearance of these blemishes” (40-1). Thus ife@ithtwas critical of Ricardo in the context
of the causes of value, he was equally dissatisfiitthe treatment by Bailey, whose
explanation of long-run exchange value in termeast of production was “defective™: *“it
does not include profit, and therefore never cderdene value, because, though the labour
or capital should not vary, the profit may varydamonsequently the value of any
commodities.” (On similar grounds Cotterill objedtalso to Torrens (46).) He was also
critical of Bailey’s position on the measure ofual as we have seen.

*  x

Seligman’s linkage of Read’s book to Bailey’s cdmition (above, p. ...) and more strongly

Schumpeter’'s comment that Read’s work “bears witneshe influence of Bailey whom
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Read followed in his Ricardo criticism . . . “ (125188) are open to question. Read’s central
position is that “[lJabour itself cannot vary, besa it consists of a fixed and invariable
guantity of bodily toil, pain, or suffering, whid¢he labourer must undergo, and which times,
nor places, nor the power of men cannot alter. &agay indeed vary, and we can
understand the proposition when it is said thatesagse or fall; but when it is said that
labour rises or falls, is there any meaning ingkpression? — Is it really intelligible? — What
is it that rises when labour rises? — Wages. —tlidatis not labour itself; it is the reward or
recompense of labour” (1829: 10%)And heexplicitly took Bailey to task for neglecting to
consider the value of commodities in terms of “tlelation to mankind and to human

labour”:

Notwithstanding the very high respect | enterfainthis author, it will be seen in
the following pages, that | find occasion to diffesm him very widely in his main
positions in the “Critical Dissertation.” It appedo me that the fundamental error in
that work, and that from which all the others tofdwend in it flow, consists in his
treating of value as if it wer@ mere relation of commodities between themsgelves
whereas it appears to me that the idea of valeenmmoditiescannot even be
conceivedvithout being mingled with the idea of their réatto mankind and to
human labour, of whickome portiormust always be employed in producing or

procuring them originally (viii}?

Professor Meek in his study of the “decline of Ritan economics in England” refers to this
same passage relating value to “mankind and huatsout,” but mistakenly understands it as
a position rejected by Read who attributed it toaRilo, rather than omeaintained by Read
himself and observes that “it was this vital concept Wwhittually vanished from English

political economy after Ricardo’s death” (1967: .6The evidence to the contrary speaks for
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itself at least as far as concerns R&ad.
*  x *

| return to Seligman’s comment regarding generabneof the rent doctrine, that “Senior as
well as Cotterill was preceded ... by Bailey” (abope,..) which does not necessarily imply
influence Bowley too is somewhat reticent: “It is temjgtito consider Bailey as ... of some
importance [in the development of Senior’'s econairédthough Senior never referred to the
Dissertation in connection with the theory of valué (1937: 94); again, regarding “the
bearing of the existence of different wage ratetherabour theory of value,” she writes,
“played some part in Bailey’s criticism of Ricarfiond] may have indirectly influenced
[Senior]” (193); and regarding the “extension af tlent concept” by Senior Rolitical
Economy(1836: 129-30), that “Bailey had already extenideéd wages in 1825” (131, also
70n)3*

Mark Blaug does, however, insist on a positive sinang obligation of Senior to Bailey:

Nassau Senior seems to have been the only woiteate realized that Bailey’s
criticism contained the germs of a far-reachingnstruction of basic economic
concepts. In an appendix to Whatellglements of Logi¢1826) [see Senior
1951(1836): 227-39] he adopted Bailey’s generabpadf the concept of rent as only
a “species of an extensive genus,” while avoidiageéy’s abuse of the term
“monopoly.” Furthermore, Senior pointed out, wisaspoken of as “profits” includes
the “wages of the labour of the Capitalist,” whereauch of what is included under
“wages,” such as the income of professionals, ot@be classed under “profits” in
that the acquisition of professional skills is agglus to the investment of capital

(1958: 58).

“One need only glance at Senior’s earlier econonmitings,” Blaug declaims, “to realize
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how much he had learned from Bailey.”

Blaug is here referring to Senior’s “Report on 8tate of Agriculture,” for thQuarterly
Reviewof 18213 But if we take the trouble to read this article finel ample material
suggesting that is Bailey who in 1825 might have been initiagpired by Senior in certain
key respectsParticularly noteworthy is Senior’s represemtatdf rent as anonopolyreturn
and its exclusion from price; his insistence tha not the cultivation of inferior land that is
the “cause” of a high corn price, but the high eritself, due to high demand, that is the
“cause” of the cultivation of inferior land and theergence of rerif;and his observation
that “when we say that the price of a thing is gaed by the cost of production [referring to
intra-marginal corn units] we mean the cost obits1 production, not of the production of
something else [marginal corn units], “all of whiate to be found in Bailey 1825. (See

Appendix C.

| shall allow myself brief comments on Lloyd andriiems both highly praised by Seligman.
As for Lloyd, Seligman we recall, did not asserteaplicit influence upon him by Bailey,
though he seems to suggest that Bailey by cleanvay the undergrowth by his criticism of
Ricardo allowed Lloyd to proceed more readily tmarginal utility exposition. Now
Seligman presumed Lloyd to be a full-fledged dissefitom Ricardo, and it is true that his
definition of “value” focuses on utility. But thurpose of his pamphlet was to demonstrate
thelegitimacyof saying of a commodity that it varies in valwethout any reference to other
objects” (1834: 28). Heejectedthe assertion (as expressed anonymously by JillSnikhe
Westminster Reviein 1825) that “value is a relative term: if itnst this, it is nothing: if
any one talks about absolute value, or any othet &f value than exchangeable value, we
know not what he means” (3%).He similarly took Say to task for his proposititrat “the

valuation of an object is nothing more or less ttr@naffirmation, that it is in a certain degree



36

of comparative estimation with some other speci@ibpbct” (citing Say 1880 [1819]: 284);

and he objected to that proposition as elaborat&@ibal Dispute¢1821: 10-11), which, as
we have noted earlier, resembles Bail&fdical Dissertation All this greatly complicates
the usual story, as we found to be the case regathe view of Cotterill and Read abliged
to Bailey.

Other complexities arise in the case of Torrertgse description of th@ritical
Dissertationas a “masterly specimen of perspicuous and acciogic,” is said to be
“typical, perhaps, of the average reaction” to 8aiBlaug 1958: 57 citing Torrens 1826:
xii). More specifically, he is reported in Mallsttelebrated account of the Political
Economy Club’s meeting on 13 January 1831 as opirggarding the status of Ricardian
value theory that “the dissertation on the Meastdinealue published in 1825 by Mr. Baillie
of Leeds, has settled that question” (1921: 223).

Two points are in order regarding Torrens’s reacts an adequate index of Bailey’s
influence. First, Torrens intended by the genab@ndonment of Ricardian value theory, the
replacement of the pure labour theory by a cogradluction theory, which we know to have
been Ricardo’s own position all along (above, p..(Qn this matter, see Bowley 1937: 90-
1.) Second, Torrens entered a very strong defehRécardo’s proportions-measuring
“gold” in his later writings, basing himself on Lgfeld’s position that all non-labour inputs
may be reduced to labour so that the only payntertensider ultimately are wages and
profits” (Longfield 1834: 172f). Accordingly, Ricdo’s linkage of the profit rate to the
proportionate shares held good; moreover, Longaésd justified Ricardo’s isolation of the
conditions required to assure that changeaoneywages reflect changespnoportionate
wages (266-7). As Robbins shows (1958: 55),tiis defence of Ricardo that Torrens
accepted both iColonization of Southern Australi835° and later inThe Budgel844%°

Any positive influence by Bailey on Torrens in th&20s would have been only temporary.



37

IV BAILEY AND THE “RICARDIANS”: JAMES MILL AND Mc CULLOCH

Though Seligman himself was not concerned with‘tieardians,” later commentators
have considered the influence that Bailey mightehexerted on them. We shall take up in
this section the cases of James Mill and McCulloch.

J.S. Mill refers in hi\utobiographyto changes introduced by James Mill into the third
(1826) edition of th&lementswith respect to profit theory based (in some uestavay) on
the “Conversations” held at Grote’s house (1963187 3] 1: 125)** Since theCritical
Dissertationwas one of the books examined by the study citickeguestion of Bailey’s
possible influence on James Mill naturally ari&es.

We shall take as base point the second (1824pedif theElements When considering
the contention by some “that profits of stock depeat solely upon the share received of
that which is divided, but also upon the magnitatithe whole that is to be divided,” Mill
distinguishes between “profits” as a quantity ofmeoodities and its more “common”
meaning as a rate of return on capital (includoagdf raw materials and tools) — a ratio of
values — asserting that only in the latter casgpdufits depend wholly upon wages,” since
technical progress (or diminishing returns) raigimglowering) output yielded bgiven
capital and labour will not affeeiggregatevalue of that output, so that “if the value ofttha
which is divided as wages of labour and profitstoick remains the same, it is obvious and
certain, that the proportion of that value whictegas profits of stock depends wholly upon
that which goes as wages. The rate of profitsetbee, or the ratio which the value of that
which is received by the capitalist bears to tHee/af the capital depends wholly upon
wages” (1824: 73-6).

It is thus Mill who, before Bailey, pointed to theore usual sense of profits asage of

return, though he insisted that on this usage the inweesge-profit relation held good
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despite changing productivity; only with the uncoomusage of profit as an absolute
guantity of commodities did the inverse relatioguiee qualification.

Much of this is reworked in the third (1826) ediitiof theElementsand it has been
suggestednter alia by Rauner, that as far as concerns the theoryoditpthe “influence of
Bailey is discernable (Rauner 1961: 114), thoughrigaconcludes “[i]t would perhaps be
wrong to claim that Mill’s struggles with the prtsfiproblem grew exclusively out of Bailey’'s
criticisms” (117). In our view this is a fair sunmg up. Doubtless the revisions were made
in the light of theCritical Dissertation and it is only to be regretted that Mill nowhere
mentions Bailey (see Winch 1966: 191). But we fidsubstantive retractions in the new
version; rather, Mill sought to strengthen the Rigan case.

The 1826 alteration sets out by clarifying thaln‘speaking of the produce which is
shared between the capitalist and labourer ... I ydwaean such net produce as remains
after replacing the capital which has been consumefiV]e must set apart the portion,
always a determinate amount, which is for the ehpitnsumed, and which is distinct from
profits and from wages” (1826a: 71-2). Mill theropeeds to distinguish between an
alteration of profits or wages proportionate termswhere “the proposition that profits
depends upon wages, admits of no qualificationVidently, since this follows by definition
— and inabsolute termas a change in the quantity of commodities” (/Rggarding the

latter case:

If a change in the quantity of commodities is nigamwill not be true, in that
sense, that profits so depend upon wages, ad totfah wages rise, and rise when
wages fall: for both may fall, and both may riegdther. And this is a proposition
that no political economist has called in questitirthe powers of production are

either increased or diminished, there will, in dme case, be more, in the other less, to
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divide. The proportions remaining the same, badiges and profits will, in the one

case, be raised, in the other depreé3ed.

This in fact adds little to the 1824 conclusiont ibunicely confirms our position in Section Il
(above, pp. ...).

Of greater potential interest, at first sightesdt, is the specification of a change in
wages and profits in terms whlue If value-in-exchanges intended the original conclusion
regarding thejuantity or absolutelimension remains: “When we say that the labourer
receives a great quantity of commodities, and whesay that he receives a greater
exchangeable value, we denote by the two expressioe and the same thing. In this sense,
therefore, nobody has ever maintained that proétsessarily rise when wages fall, and fall
when wages rise: because it was always easy tohsteby an alteration in productive
power, both may rise or fall together, and als® time may rise or fall, and the other remain
stationary” (1826: 74). But when the sens®mfardianor “real” value is adopted,
whatever the output to be sharéts value — if produced “by an invariable quantf labour”
— remains constant, so that should wages risedlu&’ the remainder or profits falls, and
“[i]n this sense of the word value ... it is striciyd undeniable true, that profits depend
upon wages so as to rise when wages fall, anavfedh wages rise” (75). However, this too
merely restates, if in sharper terms, what had lbéemed in 1824 that aggregate value

remains unchanged (above, p...).

Now at this point Mill reverts — as in 1824 — thé common mode of expressing profits
“as a rate of return on capital “including the wagehich it is necessary to advance,” for in
practice profits are expressed not “per cent opiteeluce but per cent upon his capital.” Yet

in the end this too is played down:

Suppose a capital of 20@f which 50. is consumed in the production of a
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commodity, which sells for 120 we have first to deduct bGor the capital

consumed; there then remaing. 0 be divided between the capitalist and the
labourers; and if we suppose that.3tas been paid for wages, in other words, that
such is the share of the labourers, the capit@csives 10 per cent upon his capital;
including here, in the term capital, what he hagaded as wages; but he receives
28Y2 per cent of the produce, or of that which véd#id after replacing the capital
consumed. Itis only, however, the language whiete is different; the thing
expressed is precisely the same; and whether thialist says he receives 10 per cent
upon his capital, or 28% per cent of the produeenkans in both cases the same

amount, viz. 20 (75-6).

The rate-of-return perspective as tiseialmode of expressing profits so much insisted
upon by Bailey — and for which James Mill himsedfdhprecedence — is thus identified with
the proportionate shares (oétproduce) perspective. And the inverse wage-prefdtion as
holding good unreservedly in this casedaffirmedas in 1824. Bailey had exerted no effort
whatsoever.

Torrens’s part in this episode bears mentionthénpreface to the third edition of his
Essay on the External Corn Tratle controverted Mill's 1826 defence of Ricardaigerse
relationship, maintaining that proportional wagdaghtiremain unchanged while the profit
rate increased when account is taken of non-laimpuits (Torrens 1826: xvi-xviii), thagace
Mill the inverse relation “was equally untenabléhaether the terms alterations of wages,
alterations of profits are employed with a refeeete proportions, or whether they are used
in relation to quantities” (xv-xvi), in effect pirg his weight behind Baile}. (See also
below, pp. ... regarding Torrens’s commendation ofOMiboch for accepting Bailey’'s

criticisms.) As already mentioned (above, pp. Toxrens later withdrew the objection,
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basing himself on Longfield’s defence of Ricardo.

There remains to note the conditions required mkeasure of value, namely that it be a
product produced by a constant quantity “of lakanual capital” — identified with
“immediate” and “hoarded” labour (Mill 1824: 108-Q)1 and that it be produced “under the
medium circumstances” and this “because by fagtbater number of commodities are
produced under circumstances more nearly approgitbitne medium than any of the
extremes” (111> Mill points to real-world gold as most closely appimating the latter
condition, that is as “less imperfect as a meastiv@lue than any other commaodity, perhaps
which could be taken” (112). A mean-proportionsaswee is required to minimize the
variations in relative prices upon a change invthge rate (109). Such effects, Mill does
allow, despite his notoriously extreme formulatia@is labour theory (94, 97) for which he
was taken to task by Bailey (1825: 207, 217*f9Furthermore, though the price structure is
disturbed by a change in the wage in terms of rme¢htoportions moneygggregatevalue

remain unchanged:

If money be supposed to correspond with case Nax. @, be produced, which is
probably not far from the fact, by equal proporiafi labour and capital, then all
commodities produced under these medium circumesaaie not altered in price by a
rise of wages: those commodities which approacianehe first extreme, or admit a
greater proportion of labour than capital in tienrmation, rise in price: those which
approach the second, that is, have a greater gropaf capital than labour, fall: and,
upon the aggregate of commodities, or all takeettugy, there is neither fall nor rise

(107-8)#"

These Ricardian formulations remain unchange@61105-17. Bailey’s objections

left no impression whatsoever. A commendation oCMlloch — who had “most pertinently
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and conclusively remarked ... that time does nothidgw then can it create value? Time is
a mere abstract term. Itis a word, a sound” (1824 — is deleted, presumably in reaction to
Bailey’s animadversions, but a more elaboratefjaation is offered for conceiving capital
as “hoarded labour” (cf. 1824: 97-9 and 1826: 1D1-Fhere is no “retreat” on substantive

matters.

O’Brien, in his specialist study of McCulloch, makiae point that Bailey’s “famous
onslaught [on Ricardo] might have been expectdtht@ a significant impact on
McCulloch,” but it failed to do so partly becauges' main fire was directed against the
invariable measure; McCulloch was with him thei®Erien 1970: 137), which | take to
mean that McCulloch had no need for Bailey oniggse*® Again: “The invariable
measure was central to Ricardo’s system [but] nenerested McCulloch at all.... [T]hough
McCulloch paid a great deal of lip-service to Rdmrhe never accepted his position: hence
his acknowledgement of Bailey’'s comments on thaiiable measure” (146).

An indication of McCulloch’s position on the stamnd value is provided by two letters to
Ricardo of 1823 which might — except for the accamyng labour-theory element — easily

have been written by Bailey himself so close aey thn the matter of principle:

It is evident | think that there neither is nor denany real and invariable standard of
value; and if so it must be very idle to seek fattwhich can never be found. The
real inquiry is to ascertain what are the circumsts which determine the
exchangeable value of commodities at any giveroderiand these I think are all
clearly reducible to one — the comparative quaditf labour bestowed on their

production (11 August 1823; in Ricardo 195197344).

Neither does your objections, originating in thecfuations to which capitals are
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liable, apply to my theory — If | were seeking argtard to measure values at distant
periods they would apply and would be decisive;thigt is no part of my object — |
am only endeavouring to ascertain the circumstawbésh determine the
comparative values of the commaodities in the saraket — The question agitated
between you and Malthus is totally different -sitwhat are the circumstances
necessary to give invariability of value to any eoadity? — This is a question which
| believe is quite insoluble, but at any rate iedamot come within the scope of my
inquiries — | leave it to be settled by my masteBefore entering on this
transcendental part of Pol Economy | must be more than | am at present of the
elements; and before | attempt to get a measuteeofalue of cloth and wine in the
reign of Augustus and George IV, | must obtain asuee of their value in the same

market — (24 August; 369.

Bailey thus had little to teach McCulloch, and @& is correct to point this out. But he
loses sight of the fact that in HsinciplesMcCulloch proceeds along purely Ricardian lines.
He seems to have taken to heart Ricardo’s poqiery much in the manner of James
Mill), as | shall now show.

McCulloch cites Bailey favorably at one point i3 Rrinciples “The conditions
essential to the production of an invariable measfiexchangeable valueere first clearly
pointed out in th®issertation on the Nature, Measures, and Caus&&sabfe p. 17
(McCulloch 1825: 214n; emphasis add&t)This can only refer to Bailey’s case that a
measure oéxchangeabl@alue makes no sense — that “how constant or umigmever a
cause affecting one commodity may be; it cannotentalat object of constant value, without
the concurrence of other invariable causes actoog the commodity with which it is

compared” (1825: 17; see above ....). We reitetaieever, that Ricardo needed no
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convincing since his quest had been rather totesdhee “source” of an observed change in
exchange values, fully aware of the complexitie®ived (above, p. ..3* And this quest is
reflected in McCulloch’$rinciples Certainly he writes that an invariable measuoé real
value or costs — s practiceunattainable since all commodities are subjetpéopetual
variations” in labour input reflecting diminishimgturns and/or technical progress (221), but
the requirementm principle — which are all Ricardo sought to define — ardlsgeut.

Thus, as a conspicuous instance, McCulloch diststga conceptually between a nominal
wage change and a “real” wage change the lattiexctetl by a change in terms of money of
“invariable value,” or money produced with constiattour input, which also implies a
change irproportionalwages (2955 and it is the latter that concerned him with ae &y
profit-rate determination (365, 380; see below p...n, A second condition is that money
be produced by a process entailing mean factorgptiops (310). Yet more important,
McCulloch demonstrated that a rise in the wagedsawmnchangedggregatevalue though

the price structure will be affecteidyplicitly applying a mean-proportions measure:

It must also be observed, that though fluctuatiartbe rate of wages occasion
some variation in the exchangeable value of pdaicaommaodities, they neither add
to nor take from théotal valueof the entire mass of commodities. If they inseethe
value of those produced by the least durable daptteey equally diminish the value
of those produced by the more durable capitaleiridggregate value continues,
therefore, always the same. And though it maybeattrictly true, of a particular
commodity, that its exchangeable value is direafiytsreal value, or as the quantity
of labour required to produce it and bring it torked, it is most true to affirm this of

the mass of commodities taken together (312-13).

In correspondence of 13 June 1820 with McCullbehit noted, Ricardo had suggested
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as measure “a medium” between the extreme fadiosras “best adapted to the general
mass of commodities” (Ricardo 1951-83193). This rationale is briefly alluded to irshi
third edition (1951-73.: 45-6). Again in later correspondence of 21 Audi&23, Ricardo
wrote: “as the great mass of commodities is preduxy the union of labour and capital for a
certain length of time, | have nothing to amenthie choice | have made; | consider it a
mean” (1951-73: 361). Now McCullochadoptedthis line in his owrPrinciples where
disturbances to the price structure generatedvogge change are played down on the
empirical grounds that they are “confined withinrgzaratively narrow limits.... [because] in
point of fact, a very large class of commodities produced by means of nearly equal
portions of fixed and circulating capital....” (311Here McCulloch was following Ricardo,
but he may also have benefited from James Millfnfdations, since various examples
devised to indicate the impact on the price stmectd a change in the way are said to be
“substantially the same” as those in Mill 1824: 1D&Culloch 1825: 309n). Subsequently,
McCulloch went even further by referring to theegkd feature thaieal-world money,
“which is all but universally taken as a standaydunich to estimate price, is usually
produced by capitals of about the medium degrekicdbility” so that “the influence of
variations of wages on prices, will, on the whdle,confined within very narrow limits, the
rise in those mainly produced by hand labour bealgnced by the fall in those principally
produced by machinery” (1864: 292).

Most significant is the fact that McCullochinforcesthe Ricardian structure by
providing an allocative rationale — later adoptgdvarx — for the price restructuring created
by a wage increase, turning on the correction, ay of resource transfers, of profit-rate

inequalities:

It is plain, however, that this discrepancy in thte of profit must be of very
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temporary duration. For the undertakers of thageresses, in which either the
whole or the greater portion of the capital is laid in paying the wages of labour,
observing that their neighbours, who have laidtbatgreater portion of their capital
on machinery, are less affected by the rise of wag#él immediately begin to
withdraw from their own businesses, and to engadbase that are more lucrative.
The class of commodities produced by the most dei@dpitals, Nos. 7, 8, 9, 10, &c.
will, therefore, become redundant, as compared thidke produced by the least
durable capitals, Nos. 1, 2, 3, 4, &c.; and this@ase on the one hand, and
diminution on the other, will have the effect talsthe value of the commodities
produced by thenost durablecapitals as compared with those produced byetst
durablecapitals; or, which is the same thing, to raiseuhlue of the latter compared

with the former, till they all yield the same ratieprofit.

The class of commodities produced by capital ehtlediumdegree of durability,
or by No. 6, would not be affected by the rise; f@hatever they lost in exchangeable
value, as compared with the commaodities producetthéyess durable capitals, they

would gain as compared with those produced by tbeerdurable capitals (303-4).

All of this, is properly represented by McCullochaconfirmation of Ricardo’s position
(298-9, 313), though McCulloch errs by implyingtteavage change generates no change in
general prices only when the output to be sharednstant (306).

McCulloch’s adoption and indeed reinforcementhaf Ricardian perspective is scarcely
in the nature of “lip service,” as O’Brien wouldveait>®* And only thus can we properly
appreciate his stance twenty years later whengpeatedverbatimhis 1825 position that
“[t]he conditions essential to an invariable measoirexchangeable value were first clearly

pointed out in [Bailey’s] dissertation” (1845: 38w adding: “but however ingenious and
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acute, Mr. Bailey does not appear to have pro@gjyeciated the Ricardian theory of value,
or to have succeeded in any degree in shakingutsdations.” Bailey evidently had no
effect on McCulloch — as he had none on James-Mibt because McCulloch sided with
Bailey on the invariable measure but, to the coptf@ecause heejectedBailey’s “famous
onslaught.”

There are other objections to @dtical Dissertation One entails a strong defence of

De Quincey against Bailey:

The acute and ingenious author of Treenplars’ Dialogues(London Magazine
May 1824, p. 551,) has stated, that “It is verysilae for A continually to increase in
value — inreal value observe — and yet command a continuallyedesing quantity of
B” [1970 (1834): 80]. This passage has been anmeraed upon by the author of the
Critical Dissertation on the Nature, Measures, dauses of Valugl825: 41].
Nothing, however, can be more perfectly correchtte statement in tHialogues—
A and B have been produced by certain quantitieéahbafur; but more labour is now
required to produce A, and a still greater propoi quantity to produce B; under
these circumstances, A must obviously have incteeseal value, or in the
estimation of its producers, for it has cost thegneater sacrifice of toil and trouble;
but as A has not increased so fast in real vallg #&gs plain it will now exchange
for, or purchase a less quantity of B. It is @it to conceive how the author of the
Dissertation should not have perceived this disitmc¢ but if he had perceived it, he
would certainly have spared not a few of the remé&k has made on the statements
advanced by Mr. Ricardo, as well as by the autitihe@Dialogues Dissertation on

the Nature &c. p. 41 (220n).

A second relates to rent theory where McCulloch esakppeal to Ricardianarginal costs
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I may here observe, that the author of@ntical Dissertation on Valu¢Bailey
1825: 194], contends, that because the value bttra which is raised on lands
paying rent, is not, after inferior lands are tak@&o cultivation, proportioned to the
cost of its production, it is incorrect to represene value of the aggregate quantity of
produce raised in a country where cultivation heenbextended over inferior lands, as
depending on that principle. But those who mamttiat the value of raw products,
and of all those commodities whose quantity cambefinitely increased, by the
application of fresh capital and labour to thewgurction, is regulated and determined
by the cost of their production, invariable refethe quantity of labour required to
produce that portion of raw produce, or of any reglicommodity which is raised

under the most unfavourable circumstances (285).

There remains to discuss a further aspect of gileyMcCulloch relationship perceived
in the literature, entailing a transition by McGdh from the pure Ricardianism, with respect
to profit rate determination, of his 1823 contribatto theEncyclopaedia Britannicgao a
gualified version appearing in H&inciples1825 under the influence of BaileyGsitical
Dissertation(see Rauner 1961: 113-14). For “McCulloch himbkeld not freed profits from
dependence on ‘proportional wages’ until after@ngtical Dissertationhad appeared” (113).
We shall consider this assertion.

Consider first McCulloch’s exposition in 1823 betinverse wage-profit relation in the
context of secular growth, indicating the jointidence of diminishing returns: “profits” —
the context specifies concern with {h@fit rate though leaves the denominator of the
expression undefined — “do not depend on wagesmatdd in money, in corn, or any other
commodity, but oiPROPORTIONAIlwages, thais, on the share of the commodities

produced by the labourer, or of their value, whislgiven to hirfi(McCulloch 1823: 149).
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In the 1825 version by contrast the matter is ncoraplex: “there are very many exceptions

to Mr. Ricardo’s theory”:

Mr. Ricardo has endeavoured to show, in one ofitbst original and ingenious
chapters of his work, that tHATE of profidepends entire on tipeoportionin
which the produce of industry, under deductionenttyis divided between capitalists
and labourers; that a rise of profits can nevedproeight about, excepty a fall of
proportional wages, nor a fall of profits, excegta corresponding rise of
proportional wages. It is evident, however, tihéd theory is universally true, only in
the event of our attaching a different sense tdaeha profits, from what is usually
attached to it; and supposing it to meanrtad value of the entire portion of the
produce of industry, falling, in the first instante the share of the capitalist, without
reference to the proportion which thmagnitudeof this produce bears to the
magnitudeof the capital employed in its production. Thuslerstood, Mr Ricardo’s
theory holds universally; and, on this hypothesiould follow, that, so long as the
proportion, in which the produce of industry, undeduction of rent, is divided
between capitalists and labourers, continues time sao conceivable increase or
diminution in the powers of production, could odoasany variation in the rate of
profit. But, if we consider profits, in the light which they are invariably considered
in the real business of life, — as the portionhef produce of industry, accruing to the
capitalists in a given period of time, after ak fhroduce expended by them in
production during the same period is fully replaagedill immediately be seen, that

there are very many exceptions to Mr Ricardo’s th€b825: 367-8).

Now “capital” in this context includes non-wagenite and not only wagesal outgoings

(see also 366) — and this is of high significantemvwe turn to one of McCulloch’s specific
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results, namely that “the proposition that a riprofits can never be brought about
otherwise than by a fall of wages, nor a fall afffis otherwise than by a rise of wages, is
true only in those cases in which the productivergsndustry remains constant. So long as
this is the case, or, which is the same thingpag ks the same capital is employed, and the
same quantity of produce has to be divided betweeitalists and labourers, it is impossible
the share of the one can be increased withoubfitae other being diminished” (373).
Moreover, “if profits depended on the proportionwhich the produce of industry is divided
between capitalists and labourers, they could adffected by variations in its
productiveness, but would be determined whollyheydtate of proportional wages. But
profits depend on the proportion which they beathi® capital by which they are produced
and not on the proportion which they bear to wa@@g3-4). In an example entailing a
doubled return given labour and non-wage capitalCMIloch shows that “both parties will
still obtain the same proportions of the [net] proel of industry as before; and if we look
only to them, we must say that neither profitswages have risen. But, when we compare,
as is invariable done in estimating profits, theime obtained by the capitalist with the capital
he employs, it will be found, notwithstanding projanal wages have remained constant,
that therate of profit has increased from 20 to 54 percent’4(®?

Rauner makes his case for a positive influencetesdy Bailey by comparing
McCulloch’s insistence on perceiving profits agfa of net produce to “the capital
employed in its production” with Bailey’s definiticof profits as the “gain of the capitalist
[relative to] the capital employed” (1825: 63), aaddo his insistence that the inverse
relationship held good only with productivity coast (63-4, 70). He also points to Torrens’s
fulsome praise for Bailey who<gitical Dissertationhe described as “a masterly specimen
of perspicuous and accurate logic” — exerting dreaaly perceptible influence” (Torrens

1826: xii-xiii), which is followed immediately byeference to McCulloch’Brinciples “In
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his recent work upon Political Economy, Mr. M’Cuilo has, with laudable candour,
corrected, in an essential degree, his former opson the subject of profit; and has
admitted, that Mr. Ricardo’s principles are tenabldy when we pervert from their
established acceptation the terms in which theseiptes are expressed. This is the same
thing as admitting, that the Ricardo doctrine ir@eeous. Arbitrary alterations in the
meaning of terms are not discoveries in scienci).(XTorrens evidently had in mind the
passages by McCulloch 1825: 367f. cited above glsmeRobbins 1958: 53).

It will be recalled that James Mill insisted or tinverse profit-wage relation even when
profits in the sense of a rate of return on capstaimployed (above, p...). McCulloch was
prepared to qualify the principle in that case.t te details of his argument are not quite
those of Bailey. In the first place, Bailey’s ratereturn relates to absolute profits relative to
wagecapital alone (Marx’s rate of exploitation, sihereas he perceived the wage as a
commodity wage (above, p. ...); by contrast, McCuilecvery much like James Mill — took
the profit rate as net profit relative to capitatluding non-wage item@arx’s s/(c+v) and
retained the notion of proportional wages. ThusCMitoch’s criticism of the inverse relation
is in fact rather more substantive than Baileyrgsialthough Ricardo formally defines his
capital stock of £3000 in his illustrations in ttteapters “On Wages” and “On Profits”
relating to profit-rate determination as includmgn-wagetems as well as wages (1951-73
1: 117), this seems to be an afterthought addingingto the basic analysis.

For all that, it is instructive to trace out Mc@uah'’s treatment of the course of the real
wage and profit rates during the course of se@KXpansion given technology in order to
confirm further the extent of his continued adheeeto Ricardianism in therinciples To
be noted first is his firm rejection of Smithiam€reasing competition of capitals” as cause of
the falling profit-rate trend (375) in favour ofd@irdian land scarcity, arit$ effect on

proportional wages “The decreasing fertility of the soil is ... the graatl only necessary
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cause of a fall of profitsThequantityof produce forming the return of capital and labou
would never diminish, but for the diminution thatiformly takes place in the productiveness
of the soil: nor is there any other physical cansexistence why thproportion of wages to
profits should be increased, and the rate of pdifitinished, as it uniformly is, in the
progress of society” (380-1). So we revert aftetcathe profit rate as a function of the
proportionate shares as in 1823 — despite all theea culpado the effect that the Ricardian
theory breaks down except when output is constimateed, McCulloch goes yet further in
confirming his Ricardiamona fidedy insisting — again as in 1823 — on a necessargase
in theproportionatewage even in the complex case of a declining coditpavage in the
course of secular growth assuming land scarcitserad represented as one “uniformly

found™:

... proportional wages may ... be increased at the $an@ethat wages, if estimated
in silver, corn, or any other commaodity, are redj@nd such, in point of fact, is
almost uniformly found to be the case, when tillesgextended over inferior soils
Wherever the best lands only are cultivated, tlopgrtion or share of the produce of
industry falling to the labourer, is, generally aki@g, small; but as labour is, under
such circumstances, comparatively productive, dlshare of its total produce, gives
a large absolute quantity of necessaries and coemves: while, in the advanced
stages of society, and when cultivation is widelieaded over lands of very inferior
fertility, proportional wages are almost invariabigh; but, owing to the increased
difficulty that then obtains of producing supplefsfood, these high proportional
wages rarely afford a large supply of necessandscanveniences (362-3; emphasis

addedy”

Rauner is therefore right to some extent whendmeladed that “Bailey'<ritical
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Dissertationdid not make much headway with the Ricardiandiat though McCulloch
“flirted with some of Bailey’s notions ... when itice to the point, he was unable to carry
out the full implications of his dalliance” (196118). My only qualification is that Bailey

too remained in Ricardo’s camp, though perhaps llingliy.
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IV BAILEY AND THE RICARDIANS: J.S. MILL

Seligman made no mention of J.S. Mill in his pap@ut much of Schumpeter’s case for
the early demise of Ricardianism (above, p. ...)eédran the alleged influence of Bailey’s
Critical Dissertation and he certainly implies that J.S. Mill represeinthe pattern. For, so
runs his argument, Mill rejected the conceptioa ofieasure of absolute value; ordiative
price mattered, and since value was a ratio all valoe&dmot vary simultaneously (1954:
589). Similarly, there was no such thing as “thtaltvalue of all the services of wealth (or of
all wealth) taken as a whole” in contrast to theipon adopted by Ricardo and Marx.
Indeed, “the energy with which Mill insisted on tiedative character of [exchange value]
completely annihilated Ricardo’s Real Value anducedl other Ricardianisms to insipid
innocuousness” (603). Blaug in the same manneasserted that “Mill does not derive the
theorem about profits and wages, as Ricardo has, diamm the concept of an invariable
measure of value. Even the standard Ricardiarsthiest ‘general wages, whether high or
low, do not affect values’ is entirely divorcedrndhe notion that value is to be measured by
an invariant standard.... There is no mention in’Mdiscussion ... of the important role
assigned to the invariable measure of value inrB@a system” (1958: 172-3§. Similarly,
O’Brien: “Mill’s inverse relationship of wages apdofits is not derived from the invariable
measure ... as it was for Ricardo (1975: 94; 2004)...And particularly relevant for us is
his attribution to Bailey of a potent impact on Miflt is ... clear that [Bailey] influenced
J.S. Mill in a number of areas, including the treant of rent, the abstinence theory of profit,
the inverse relationship of wages and profits htieearchy of wages as affecting
exchangeable value, and the rejection of the inbégimeasure — this despite Mill's failure to
credit Bailey” (1988: 198-9), O’Brien citing for pport Blaug 1958: 167, 173; 1985: 220;

Bowley 1973: 167; Rauner 1961: 135-40. In fadie%e were probably the only important
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influences: the influence claimed on his behalfGmtterill and Read [Seligman 1903: 355]
seems to be unimportant [Rauner 1961: 127-9], aittier counts as a major writer” (199).

Let us first of all look closely at the foregoingntentions regarding the inverse
relationship and its derivation by Mill, and Baileympact on Mill. We shall keep before us
a conspicuous statement on the relativity of valoigearing in Mill’s early article on the
Quarterly Review on Political EconomyValue is a relative term: if it is not thig,is
nothing: if any one talks about absolute valuegroy other kind of value than exchangeable
value, we know not what he means. One commoditynisa or fall in value with respect to
another; all commodities cannot rise or fall inuglwith respect to themselves” (1963-91
[1825] 4: 36). Now this appeared in the January issube@fitestminster Revieand could
not possibly have been drawn from Baile@stical Dissertation Moreover, the article
constituted a defence of McCulloch against Malttaungl Mill by his assertion was denying
Malthus’s conception of aggregate demand not chgiltey the Ricardian position regarding
absolute value. Unfortunately Lloyd — and so manges— took the statement out of context
and applied it to the latter (1834: 34). As foilBahimself, inA Letter to a Political
Economishe applauded the sentiment of the article but esgge surprise at finding an
insistence upon value as a relative conceptiohefWtestminster Reviewhich in 1826 had
published an attack — which we know to be by Jakti#s- upon his ownCritical
Dissertation(Bailey 1826: 37). If the respective contextslawene in mind the apparent
inconsistency of position between the journal vadsmreates no difficulty whatsoever.

What then was J.S. Mill's position regarding tladue issue? In hiBrinciples in the
chapter “Of a Measure of Value” (Book Ill, Chapken, he rejected — as in January 1825 —
the notion of aneasure of exchange valas a conceptual impossibility but insisted upat th
of ameasure of cost of productiohe conditions for the measure are stated &sfsi

“[Economists] have imagined a commaodity invariapipduced by the same quantity of
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labour; to which supposition it is necessary to, dddt the fixed capital employed in the
production must bear always the same proportidghdéavages of the immediate labour, and
must be always of the same durability: in showt, $ame capital must be advanced for the
same length of time, so that the element of valhighvconsists of profits as well as that
which consists of wages, may be unchangeable” (Ba$B848]3: 579). Now such a
measure of cost “though perfectly conceivable,mamore exist in fact, than a measure of
exchangeable value,” because of the likelihoodhahges in the production cost of any
commodity chosen. Nevertheless, gold and silver the last variable” and, if used, the
results obtained must simply be “corrected by thst bppearance we can make for the
intermediate changes in the cost of productiorifits&his is by no means an out-of-hand
rejection of the measure of absolute value, arfddnrepresents precisely the position
adopted by Ricardo who had laid down the requirgsnfem anideal measure fully aware of
its impractibility.

Mill also provides a full analysis of the effecswage-rate changes in his chapter
“Distribution, as Affected by Exchange” (Book IXxvi). When the distribution of national
income occurs via the mechanism of exchange anegeymadill argued, the “law of wages”
remains unchanged in so far as the determinatidimeoéommodity wages is concerned, for
this simply depended upon “the ratio of populatmal capita” (595). However, the
implications for the employer were more complexcsifrom his point of view it was not
commodity wages that were relevant, but the “coslmour.” Under certain circumstances,
the cost of labour would be reflected accuratelyit®moneywages paid — namely when
money represented “an invariable standard”. “Wagéke second sense, we may be
permitted to call, for the present, money wagestiasng, as it is allowable to do, that money
remains for the time an invariable standard, neration taking place in the conditions under

which the circulating medium itself is producedobtained. If money itself undergoes no
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variation in cost, the money price of labour isexact measure of the Cost of Labour, and
may be made use of as a convenient symbol to exfg696). Assuming money to be
such an invariable measure, the rate of money wadledepend upon both the commodity
wage and the prices of wage goods and accordimgbugtivity in the wage-goods sector. It
is upon the “cost of labour” that the rate of profepended, the cost of labour identified with
‘money” wages.

In the context of a money economy Mill thus defiram inverse relation between the
profit rate and the money wage rate. He did nthdroformally to equate the “cost of
labour” — in contrast to his practice in Book lltbePrinciples— with the proportionate share
of the labourer in per capital output, but referbadk in the present context to the earlier
analysis (698). Mill in brief adopted the “proporis-measuring” money in terms of which a
rise of wages implies an increased share of theulap in the “value” of his output and a
reduced profit share, and accordingly rate of retur capital. The secondary literature,
which insists on Bailey’s profound influence on.Mall in converting him away from
Ricardo on the inverse wage-profit relation anddésivation in terms of an invariable
measureis evidently entirely misconceived.

*  x

At this point we turn to a suggestion by Raunet Baley's influence on Mill was of another
sort, his criticisms of Ricardo inducing Mill to tem a stronger defence in his essay “On
Profits and Interest,” published in 1844 but wntta 1829-30, entailing — according to
Rauner — a reinforcement of the proportionalitygemy by emphasizing the wage rate as
referring to thesalueof the wage not the commodity or absolute wagei(ien1961: 113-17,
135-7).

It must be said that there is somgriori justification for linking Bailey’s name to Mill's

essay on profits. | refer to the autobiographézalount of the “Conversations” held regularly
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at Grote’s house in the late 1820s where Mill nagiBailey and proceeds to discuss

various “modifications” to the Ricardian theorytire essay on profits:

We repeatedly kept up the discussion of some oire fuy several weeks, thinking
intently on it during the intervals of our meetingsd contriving solutions of the new
difficulties which had risen up in the last morrimdiscussion. When we had
finished in this way my fatherBlementswe went in the same manner through
Ricardo’sPrinciples of Political Economyand Bailey'Dissertation on Value These
close and vigorous discussions ... brought out newsiof some topics of abstract
Political Economy. The theory of International Mes$ which | afterwards published,
emanated from these conversation, as did also tiuified form of Ricardo’s theory
of Profits, laid down in my Essay on Profits antehast.... | may mention that
among the alterations which my father made in regitisElementdor the third
edition, several were grounded on criticisms aitiby these Conversations; and in
particular, he modified his opinions (though nothie extent of our new speculations)

on both the points to which | have adverted (19631873]1: 123-5).

The objection to Ricardo appearing in the essaprofits related to his reducing capital
entirely to labour, on the grounds that the repaymoéprofits entered into the outlay of a
capitalist upon produced means of production, artdrerely wages: “It is not correct ta
state that all which the capitalist retains afegglacing wages forms his profit. It is true the
whole return to capital is either wages or protist profits do not compose merely the
surplus after replacing the outlay; they also emtier the outlay itself. Capital is expended
partly in paying or reimbursing wages, and pantlypaying the profits of other capitalists,
whose concurrence was necessary in order to gegher the means of production” (1963-

91 [1844]4: 295). In short, the profit rate is not given plynby the ratio of current surplus
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after replacing outlay to an outlay amounting sotelthe wages of direct and indirect labour.
Consequently: “Mr. Ricardo’s theory is defective: the profit rate doesot exclusively
depend upon the value of wages, in his sense, gahefuantity of labour of which the
wages of labour are the produce; that it dosexclusively depend upon proportional
wages, that is, upon the proportion which the labsucollectively receive of the whole
produce, or the ratio which the wages of an indisidabourer bears to the produce of his
individual labour” (297). For all that, “[i]t issmarkable how very slight a modification will
suffice to render Mr. Ricardo’s doctrine completelye.” This was to relate the rate of profit
to the ‘tostof wages” — which includes the profit of the capijoods producer — as distinct
form the ‘valueof wages” — which refers to the labour embodietheawages bill. But the
identity between the cost of wages (the strategigewariable) and th@oportionateshare

of labour in output was no longer tenable: “Mrc&ido’s principle, that profits cannot rise
unless wages fall, is strictly true, if by low wagge mean not merely wages which are the
produce of a smaller quantity of labour, but wagbgh are produced at less cost, reckoning
labour and previous profits together. But theriptetation which some economists have put
upon Mr. Ricardo’s doctrine, when they explaimintean that profits depend upon the
proportion which the labourers collectively recedfgéhe aggregate produce, will not hold at
all” (299).

It is only the proximity in Mill's autobiographitaccount of the modifications to
Ricardo’s profit theory to his mention of the seisattention paid Bailey at the Grote
Conversations that awakens fhassibilityof a Bailey influence, and provides somgriori
support for Rauner’s view pointing to Mill as saakito reinforce Ricardo after reading
Bailey’s criticisms. But a linkage of this orderin fact unlikely. Rauner’s argument is
unconvincing, for it reads Mill's essay elsampioninghe proportionality thesis in answer to

Bailey’s criticisms, whereas Mill was in fact hatenyingits validity. (In any event, Bailey
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himself, we have seen, hadceptedhe proportionality thesis on Ricardo’s use oifrier
above, p. ....) Mill's “slight modification,” namelhe replacement of thevdlueof wages”

by the ‘tostof wages,” seems to be quite independent of Baileymmentary. Rather, in

this episode can be discerned the possible infRieh®obert Torrens, who had insisted that
the profit rate depends not only on the proportiershare of wages which governed the ratio
of profits to wages, but also on the non-wage eapéquired, a technological improvement
permitting the relinquishing of fixed capital or tedals — Marx’s “constant” capital —
implying a rise in the profit rate (1829: xv-xviilj Even McCulloch is a candidate
considering the inclusive character of his “capitabove, p. ...).

Mill’'s qualification to the Ricardo doctrine waspwever, adopted only temporarily. In
thePrinciples as we have seen, he once again championed therpomality theorem. His
argument is simply that since “our supposed cagite not meant to represent a single
employment, but to be a type of the productive stduof the whole country,” the advances
may after all be reduced in the last resort entirelwages: “[I]n the whole process of
production, beginning with the materials and toals] ending with the finished product, all
the advances have consisted of nothing but wagespethat certain of the capitalists
concerned have, for the sake of general conveniéacktheir share of profit paid them
before the operation was completed. Whatevehetittimate product, is not profit, is

repayment of wages” (1963-21412).

So much for the central inverse wage-profit relati®’Brien (above ...) also repeats an
assertion by Blaug that “[flrom Bailey and from &eriMill derived the abstinence theory of
profit, the generalization of the rent concept .19%8: 167); and in Blaug’s textbook we
have the similar assertion that Mill’s “statemehtte abstinence theory of profit and the

generalization of the Ricardian rent concept, [Wboerowed from Bailey and Senior”
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(1985: 220; 1997: 215}

As for the abstinence perspective, we certairdglighe brief formulation by Bailey
noted by Seligman (Appendix A, p. ....). Bofluenceis another matter. No evidence is
provided to show that Mill “derived” or “borrowedhe abstinence theory from Bailey; in
any event, Bailey is better seen as an “anticipatibthe theory (Bowley 1937: 144n). By
contrast, an indisputable “influence” was exertgdRlae’sNew Principleg1834). “In no
other book known to me” — Mill wrote in his chapt@f the Law of the Increase of Capital”
—"is so much light thrown, both from principle ahigtory, on the causes which determine
the accumulation of capital’ (1963-21162); and to Rae himself: “I have made moreafse
your treatise than you appear to have been infomhduaving quoted largely from it,
especially from your discussion of the circumstaneich influence the ‘effective desire of
accumulation,” a point you appear to me to havatée better than it has ever been treated
before” (19 Sept. 1855; in Mill 1963-3: 240)>°

We turn to Mill’'s alleged “derivation” or “borrowiy” from Bailey of the generalization
of Ricardo’s rent concept. The Mill analysis rempresumably to his account of “cases of
extra profit analogous to rent” in industry as wadlagriculture such as the extra return to a
patent holder allowing production at low cost ie #vent that demand is high enough to
require the continued contribution of high-costiir (1963-92: 494-5). And “[t]he extra
gains which any producer or dealer obtains thowgleor talents for business, or superior
business arrangements, are very much of a simidf’ k495; see also 490). Oddly enough,
in his discussion of relative wages (380-99) Mikg Adam Smith) says nothing of natural
differences of “talent” or “genius” which might givise to rent — the particular
generalization specified by Bailey (above, p. .There is every reason to believe that this
sort of extension was acceptable to Mill, but lisence suggests little reliance on Bailey.

Beyond this it would be an error to exaggeratenibnelty of Bailey’s principle, since the
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generalization of the rent doctrine had alreadylss in motion by Ricardo himself (see
above, p. ...). I would add here reference to Rigardnalysis of a contemporary case where
certainindustrial firms had their labour costs subsidized, thus gemg a (discrete)
increasing-cost supply schedule The appropriatgimand corresponding marginal labour
cost are explicitly assumed to be governed by Giinentity of produce required,” i.e. by the
level of demand. Should that level be sufficietbly for the output of the subsidized firms
alone to be “equal to all the wants of the commyhthe unsubsidized, or high-cost firms
would be excluded and the equilibrium determinedhaylow-cost firms; but at higher
demand the higher marginal cost becomes pertid®1¢731: 73). This analysis is found

in the chapter on Rent and the unstated implicaifdhe second case for rent is self-evident;
it is an exact parallel to Mill's analysis of thase of a patentee mentioned above.

Rauner sees an apparent influence of Bailey ohwitih respect to the implications for
price of qualitative differences in labour (196B9). | see no evidence for this linkage
though it cannot be ruled out. | would point cudttrecognition of heterogeneous labour led
both Adam Smith and Ricardo to abandon the pureulatheory, even prior to allowance for
capital and land, and have recourse t@baur-costtheory. That Smith continued to speak of
“labour” immediately after allowing for heterogetyecan be explained by the fact that he
proceeds to introduce capital and land and foettposition of the general theory of cost
pricing did not require to enter into the complgxf the wage-rate structure; he could
assume for his purposes that when wages changelege for all labour proportionately.
This is true also of Ricardo whose predominant eamgvas with the impact @afcross-the-
boardalterations in the wage. For all that, he dicetdames Mill to task for neglecting the
implications for the labour theory of a wage changecommon to all types of labour: “If a
watch and a common jack altered in relative valitbout any more or less labour being

required for the production of either of them, cbwle say [as Mill did say] that the
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proposition ‘that quantity of labour determineslexwegeable value’ was universally true?
What | call exceptions and modifications of the gahrule you appear to me to say come
under the general rule itself” (1951-93127). In any event, Bailey’s charge that Ricardo
refused to draw the implications of the formal gaition of heterogeneity (1825: 209-10) is

unjustified°

Bowley complained that Mill, by his organizationdamweight of emphasis, unjustifiably
played down the role of demand in price formatidimus he made “no attempt to point out
the difference in importance of demand in deterngrprice in [the increasing-costs] case
compared to the constant cost case” with the résatlithe theory of value is made to “look
simple” (1973: 168). In this, she argued, heolwkd Ricardo rather than Senior (1836) and
Bailey (1825), whose “efforts to explain the varrethtionships between demand, cost of
production and value certainly had none of thap&grance of lucidity’ which Marshall
stigmatized as often ‘mischievous,’ nor did eitbéthem advance ‘a plain and simple
doctrine.” In comparison, J. S. Mill's treatmerems deliberately to evade the complex
issues, in what might be described as a resoltthdimd it easy’™ (168-9).

There is a limited justification for this evaluati for example, Mill refers on one
occasion to “the operation of demand” in the gelnaympetitive case, as “the occasional
disturber of value” (1963-93: 585), which neglects the variable-cost case. Haue Mill did
not do justice to his overall position. First,e@sly as 1828 in “The Nature, Origin, and
Progress of Rent,” Mill had defended the differahtent theory against the strictures of
those “who affect to suppose that Sir Edward WdstMalthus, and Mr. Ricardo considered
the cultivation of inferior land as tlwauseof a high price of corn” (1963-94: 174). Mill
mentions no names but doubtless Senior 1821, Ba#2% and Thompson 1826 were

intended. Rather, that “the cultivation of infergwils” is theeffectof high price “itself the
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effect of demand” was a doctrine “explicitly laidwin by the distinguished authors
previously referred to, and particularly by Mr. Rido.” Similarly in thePrinciples “Mr.
Ricardo does not say that it is thidtivation of inferior land” [that is the “cause of rent dret
superior”], “but thenecessity of cultivating from the insufficiency of the superior land to
feed a growing population” (1963-®1428). This is a perfectly justified defence loé t
Ricardian position with its full allowance for denth(cf. Hollander 1979: 665). The analysis
of a tax imposed on a decreasing-cost industryigosfvividly the emphasis on the role of
demand in long-run price formation. Once agairs, épisode reveals the illegitimacy of
according to Bailey and Senior a perspective onashehfioreign to the orthodox classicists.

Second, there is a definitional complexity to take account, in that Mill says of
products produced under increasing-cost conditiloais“[t]heir value is not, correctly
speaking, a scarcity value, for it is determinedH®ycircumstances of the production of the
commodity, and not by the degree of dearness nageks keeping down the demand to the
level of a limited supply” (490). But this motto deny a role for demand in the increasing-
cost case, Mill intending here by “scarcity val@etotally inelastic supply and clarifying
that where such prevails “both the land and itsipoe would really rise to a monopoly or
scarcity price” under the pressure of demand (491 particular: “It is also distinctly a
portion of Ricardo’s doctrine, that ... the land afauntry supposed to be of uniform fertility
would, all of it, on a certain supposition, paytraramely, if the demand of the community
required that it should all be cultivated, and igalied beyond the point at which a further
application of capital begins to be attended witmaller proportionate return” (428).

Also to be found in the secondary literature esdltribution to Bailey and Senior of a
positive influence on J.S. Mill regarding “the ddication of types of ‘imperfect
competition™ (Blaug 1958: 167% On the other hand, Bowley regards Mill's emphasis

the fixed -and elastic-supply classification of rapoly and competition respectively as less
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sophisticated than the barriers-to-entry clasdificeof Bailey and Senior (1973: 169).Yet
the fact is that Mill’s analysis both of price amain-price competition turns strategically on
the absence of barriers, whereas that of “monop@lyictly defined) and of imperfect
competition requires them; in fact Mill took a magtep forward by recognizing the
implications for market structure of the “naturbHrriers generated by scale economies
(Hollander 1985: ....) And all this apart from thdjusstment of prices to cost in the standard
(constant-cost) case where potential entry plagasyaole ( ... ), and from the analysis of the
wage-rate structure where barriers are of the essen). How much Mill may have learned

from Bailey and Senior regarding this issue remamgpen question.
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VI BAILEY AND MALTHUS

Malthus is frequently classed amongst the “dissstit There is, of course, Jevons’s
view of the nefarious effect of the Ricardo-Milltaarity — “Economists such as Malthus and
Senior, who had a far better comprehension ofrtleedoctrines ... were driven out of the
field by the unity and influence of the Ricardo-Mithool” (above, p. ...). Blaug refers to
“the critics and outspoken opponents of Ricardayihg in mind “men like Malthus, Bailey,
Scrope, Jones, Longfield, and Senior ...” (above,.jy.and he says of Malthus that in the
Definitions(1827), he “replied ... to Bailey's animadversionsfiile “at the same time
condemning the value theorizing of Ricardo, Sayl,Mnd McCulloch so as to leave no
doubt about his differences with the Ricardian®5@: 56). Rauner describes Malthus’s
reaction in théefinitionsto theCritical Dissertationas “most striking,” considering that
“Malthus had something in common with Bailey inrmpigenerally out of step with the
Ricardians” (1961: 118); but he goes on to expilaat “Malthus actually proved just as
inhospitable to Bailey’'s message as the othersfigh not because Malthus and the
Ricardians were in the same theoretical boat” leeabse Malthus founded his own measure
of value “on a conception of value dependent orseswf an absolute and inherent nature.”

| would say that while Rauner is perfectly correcfocus on Malthus’s defence of an
“absolute” measure in responding to Bailey in Chagtof hisDefinitions he underplays the
degree of common ground between Malthus and Ricafaal soa fortiori does Blaug in the
above-cited reference. McCulloch in brief, wastg@etty correct when in hiEncyclopaedia
Britannica contribution of 1823, commenting upon MalthuBténciplesof 1820, he
observed that while “[s]Jome of the subordinate does respecting value advanced by Mr.
Ricardo in the first and second editions of Pis1ciples of Political Economy and Taxation

were opposed by Mr. Malthus in his recent publamati yet “Mr. Malthus does not attempt
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to invalidate the leading principles establishedvry Ricardo; and the alterations and
corrections which the latter has made in the tadiion of his work, have gone far to remove
the objections of Mr. Malthus” (1823: 135). Thhistis indeed so is clearly revealed not
only by Malthus’s total rejection of Bailey’s pasih on “absolute” value, but also by his
adoption of the Ricardian inverse wage-profit ielain the growth context in terms of his
own labour-commanded measure of absolute value.

Malthus found particularly objectionable Baileyslief that “the only use of a measure
of value, in the sense of a medium of comparisobeiween commodities existing at the
same time,” no relation being conceivable betwaenvalue of commodities over time (1986
[1827]8: 75f., citing Bailey 1825: 117 In fact, those who made such comparisons did so
with two possible ends in mind: “They obviouslyaneeither to compare the esteem in
which a commodity was held at one period with tieem in which it was held at another,
founded on the state of its supply compared wighdbdmand, and ordinarily on its costs of
production; or to compare the general power of pasing which a commodity possessed at
one period with its general power of purchasingretther period” (77; also 81). By this
reference to “esteem” Malthus did not intend “tifili esteem is indicated by tlo®st price
of a commodity and it made sense to compare cast pr period t with cost price in period
t+1, both expressed in terms of an invariable megasu a commodity whose cost price —
labour and profits — can be presunmadto have changed.

Over short periods money served both possibletiome well enough: “If the money-
price of corn has risen this year to double wheaias in the last, | can infer, with almost
absolute certainty, that corn is held in much higksgimation than it was. | can [also] be
quite sure that ... it will command nearly double tluantity of all other commaodities which
are in their natural and ordinary state, and hatdaen essentially affected by the causes

which have operated upon the price of corn” (7728%ubsequently, the notion of general



68

purchasing power is elaborated. Notwithstandirgatbsertions in th@ritical Dissertation

it was universally recognized

that to estimate the relation of commodities, #edent periods, in regard to their
general power of purchasing, and particularly tbegr of purchasing labour, the
main instrument of production, is a most importamiction ...; and that, for
moderately short periods, monggesperform this function with very tolerable
accuracy. And for this specific reason; that,faderately short periods, a given
quantity of money will represent, more nearly tlagy other commodity, the general
power of purchasing, and particularly the powesetting labour in motion, so vital to

the capitalist (79-80).

The advantage of the precious metals in the slkeoidg derived “from their great
desirability, and the consequent uniformity of theipply in the market” (80). Estimates of

profitability made in terms (say) oebrn could be disastrously misleading:

Hops, or corn ... will measure the relative valuesahmodities at the same time and
place; but let the author or reader attempt torege the profits of a capitalist in hops
or corn, by the excess of the value of his advaabese the value of his returns so
estimated, and he will soon be bewildered. If iy yentiful year of corn were to
succeed to a comparatively scarce one, the faesgmating both his outgoings and
incomings in the corn of each year, might appeaaia above fifty per cent, while, in
reality, he might have lost, and might not be abfi¢hout trenching on his capital, to

employ as many men on his farm as the year before.

At the same time, following Adam Smith, Malthusoated that the precious metals will not
serve over “very long” periods.

A striking feature of the response to Bailey isltWas’sdefence of RicardoHis
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differences with Ricardo are represented as difieee of detail, not of principle; and the
defence is prologue to a justification of his oweasure. His primary concern at this stage
was simply to undermine Bailey’s contention tha Ricardo measurement procedure —
entailing a commodity produced by a constant lalipmt — conflicted with the notion of

value in exchange

“Suppose,” Bailey observes, “that we had such arsodity as Mr. Ricardo requires
for a standard; suppose, for instance, all comresdio be produced by labour alone,
and silver to be produced by an invariable quamttjabour. In this case, silver

would be, according to Mr. Ricardo, a perfect measid value. But in what sense?
What is the function performed? Silver, even Wfdnable in its producing labour,

will tell us nothing of the value of other commae#&. Their relations in value to
silver, or their prices, must be ascertained inubigal way; and, when ascertained, we
shall certainly know the values of commoditiesetation to each other; but in all this,
there is no assistance derived from the circumstwontthe producing labour of silver

being a constant quantity” (82; citing Bailey 18222).

Malthus maintained in his defence of Ricardo tgaten the foregoing assumptions,
Ricardo’s silver served better than real silverraezular periods as an index of general
purchasing power; for it “would be secured fromt thi@atest source of variation in the
general power of purchasing occasioned by the tamnizn its own producing labour; and an
ounce of such silver would command much more neéadysame quantity of labour and
commodities, for four or five hundred years togetligan an ounce of silver derived from
mines of greatly varying fertility.” The same hegdod of the function of a measure in
indicating changes in “estimation” over time of gfiyencommaodity — an allusion to cost

price: “[Silver] would express at once the relatsacrifice which people were willing to
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make, in order to obtain such a commodity at ...edéht periods; the relative conditions of
the supply, or elementary costs of production,uashscommodity at these periods; and the
proportion of the produce to the producer, or #iative state of the demand, as compared
with the supply of such commodity at these difféqggriods” (83). From an example that
follows, it emerges again that, by “esteem,” Madthefers essentially to tlwest priceof the
commodity in question, doubtless because its aust peflected the conditions of supply in
the sense — as he had just put it — of the “saerifihich people were willing to make in order

to obtain it”:

It would not merely indicate, as the author statesvhich of two commodities
varying in relation to each other, at differentipds, the variation had taken place
[Bailey 1825: 121]; but it would express the precsnount of the variation; that is, if
it appeared by documents that the price of a yaoibth of a certain quality four
hundred years ago was twenty shillings, and itsepak present was only ten shillings,
it would follow, that the estimation in which it wéeld, or its value, had fallen one-
half; because, as all commodities are, by the ssippo, produced by labour alone,
the sacrifice with which it could be obtained, tlezessary conditions of its supply, or

the elementary costs of its production had dimieisbne half.

Malthus adds that variations of the Ricardian-momege of X would also show precisely
variations of X’s command over other commoditiedioh had not altered in the conditions
of their supply, or the elementary costs of proatunct

Even accepting the labour-theory assumptions dohathe Ricardo measure is based,
there might occur changes in labour productivitptiyghout the economy, so that Ricardo’s
silver could admittedly not provide “atcuratemeasure”. “as the producing labour of

many commaodities may vary in the progress of sggieis quite impossible that the same
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guantity of any one object can, through succegserads, represent the same general power
of purchasing” (83-4). This led Malthus to propdisat it were better “to confine the term
value of a commodity, when used generally, to stem&tion in which it is held, determined
by the state of the supply compared with the demand ordinarily by the elementary costs
of production, rather than to its general powepwfchasing” (845°

Malthus commended Ricardo’s device, albeit thanhly served as a precise measure of
purchasing power if no changes occurred in laboodyrctivity in the case of commodities
other than the one under investigation; one mightefer to a doubling in X’s “value” when
labour productivity in X halves, although X’s gealepurchasing power woulibt double in
the event of productivity changes in other prod88&. Smith too was right, using his
standard of labour commanded, to talk of a risthénsecular “price” of cattle, though other
commodities may rise simultaneously to an evertgradegree, reducing the general
purchasing power of cattle. Even Bailey, in deglvith “the causes of value,” found himself
obliged “to estimate the causes affecting one codityas distinct from the causes affecting
another; although, according to his previous doetri- his formal insistence on relativities —
“the value of one commodity might be just as powiyfaffected by causes operating upon
another commodity as by causes operating upor.itdhiley had to concede “that to
confine the term value ... to the mere relation of ane commodity to any other, is to render
it pre-eminently futile and useless” (86).

*  x

In all this, Malthus drew on both Ricardo and Snfi@hsupport of the concept absolute
value— pre-eminently the cost conditions affecting gipalar commodity — against Bailey’s
purely relativist position, although of course #iesolute-value concept entails relativity in
the use to which it is put. We come now to his swnts on Bailey’s chapter “On the

Measure of Value Proposed by Mr. Malthus.”
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Malthus pointed to the fallacy of three of itsgumptions: (1) that “unless labour
always exchanges for the same quantity of otheg#jiits value cannot be invariable, and,
consequently, the very supposition of its beingyrag and the same time, invariable, and
capable of measuring the variations of other comtiesd involves a contradiction” (Bailey
1825: 140); (2) “that to term anything immutablevadue, amidst the fluctuations of other
things, implies that its value at one time may bepared with its value at another time,
without reference to any other commodity, whichlisurd, value denoting a relation
between two things at the same time”; and (3) “thato sense could an object of invariable
value be of any peculiar service in the capacitg afeasure.” Presumptions (2) and (3) were
already shown to be unacceptable in Malthus’s deferi Ricards’ As for (1), Malthus
pointed out that the implication was ludicrous fedy, that labour rises or falls as a given
portion of it will exchange for a greater or lesgqtity of silk or any other commodity,
however unconnected with the labourer's wants”.(87)

With these preliminaries out of the way, Malthasne to a defence of hideasure of
Valueand its adoption of Smithlabour-commandedeasure of value. As for its famous
table — described by Bailey as “one of the mosibagrproductions in the whole range of
political economy” (1825: 142) — that was desigtfedher to illustrate the subject, and
bring into one view the results of different suppioss respecting the varying fertility of the
soil and the varying quantity of corn paid to tabdurer ...” (1986 [18273: 88). He
rejected Bailey’s objection to the constant valtiabour under these varying circumstances,
that “in the same way any article might be provete of invariable value, for instance, ten
yards of cloth. For whether we gave £5 or £10tlierten yards, the sum given would
always be equal in value to the cloth for whictvits paid, or, in other words, of invariable
value in relation to cloth. But that which is givior a thing of invariable value must itself be

invariable, whence the ten yards of cloth mustfiewvariable value” (1825: 145). This
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involved “either a most singular want of discrimioa, or a purposed disregard of the
premises on which the table is founded.” Thesenmes, of course, relate to the

determinants ofost price

... that the natural and necessary conditions o$tipply of the great mass of
commodities, or, in other words, their elementargts of production, are, the
accumulated and immediate labour necessary to peaithem, with the addition of

the ordinary profits upon the whole advances fertiine they have been advanced,;
and that the ordinary values of commodities aeddht periods, according to the most
customary application of the term, are determingthk elementary costs of

production at those periods, that is, by the latzmuat profits worked up in them.

From these premises it followed thalbour aloneserved as measure sincecoonmodity
could be said to constitute “the universal andntfaen instrument of production” or “the
natural and necessary condition of the supplylaf@hmodities” or one of the “elementary
costs of production”; while no one had ever estedahe value of commaodities over time
“by the different quantities of cloth and profitesed up on them® A note is attached
protesting at the common charge that he had aribytsselected labour as measure (89n).
Malthus, furthermore, refuted Bailey’s objectitvat the constant value of the wage
irrespective of its quantitative magnitude or géementary cost” reflected a mere truism — a
criticism also made by Ricardo and the younger.Milhat constancy, he insisted, was rather
adeductionfrom the preliminary proposition that the laboomamanded by a unit of
commodity X “represented” precisely the embodidabla therein plus profits on these
advances, that is, its elementary costs. In snbstdalthus sought first to justify his own
version of the cost theory of value, and his posithat labour commanded measures

precisely such cost; and on this basis to givebatantiveinterpretationto the definitional
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constancy of the value of labour:

It would no doubt, be an absurd tautological trureerely to state, that the varying
wages of a given quantity of labour will always aoand the same quantity of labour;
but if it were previously shown that the quantifyabour which a commodity
commands represents exactly the quantity of labamuked up in it, with the profits
upon the advances, and does therefore really raprasd measure those natural and
necessary conditions of the supply, those elemgnotasts of production which
determine value; then the truism that the varyimages of a given quantity of labour
always command the same quantity of labour, musts®arily involve the important
truth, that the elementary costs of producing tgimg wages of a given quantity of

labour must always be the same (89).

Malthus did not reproduce the full demonstratiomis Measure of Valuéhat the labour
commanded provides the precise measure of labobodied plus profits? But assuming
that proof to hold good, it followed that the “tstic” constancy of the value of (the labour
commanded by) the wage, reflected the constamiof labour embodied plus profits in the
wage, such that any secular increase in the lafmodied in the wage would not — as
Ricardo had it — imply that the wage was of higheue since that increase is precisely

compensated by a reduced profit component:

Mr. Ricardo had stated repeatedly, that the vafukeowages of labour must
necessarily rise in the progress of society. HiElbuindeed, the whole foundation of
this theory of profits on the rise and fall of fedue of labour. The table shows that,
if we estimate the value of wages by the labourkedmup in them, that is, by one
element of value, Mr. Ricardo is right, and theueabf wages will really rise as

poorer land is taken into cultivation; but thatwié estimate the value of wages by the
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labour andprofits worked up in them, that is, by the two elementagyedients of

value, the value of wages will remain the samegq8p~°

Malthus, moreover, had in mind a criticism of vers of cost price which entailed reference
to “labour and capital” rather than “labour andffiso” Capital included both wage goods
and real capital goods which are reducible to labdwi fact, “excluding rent and taxes, the
only elements concerned in regulating the valueoaimodities are labour and profits,
including, of course, in such labour, the labourkead up in the raw materials, and that
portion of the machinery worn out in the productiand including in the profits, the profits
of the producers of the raw materials and machin®3).

Malthus proceeded to a bit of personal historgaantering Bailey’s charge that “the
table yields not a single new or important trutBaiey 1825: 150). Allowing that the table
per sedid not yield any new truth, Malthus insisted tiiae Measure of Valuags a whole —
on which the table turned — certainly did, sinde"view | there took of the subject of value,
and of the reasons for adopting labour as its nreasuas, in many of its parts, quite new to
me a year before the publication” (1986 [182790).

The first novelty claimed was recognition thatdabcommanded measured labour
embodied-cum-profits, transforming an original cermcwith the index aa measure of

general purchasing poweo an appreciation of its efficacy agneasure of production costs

... | had nowhere seen it stated, that the ordinagntjty of labour which a
commodity will command must represent and measwegtiantity of labour worked
up in it, with the addition of profits .... | hadfoee considered labour as the most
general and the most important of all the objedtsrgin exchange, and therefore, by
far the best measure of the general power of psmpaf any one object; but after |

became aware that, by representing the labour wargen a commodity, with the
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elementary costs of its production, its importarasea measure, appeared to me very

greatly increaseff:

Malthus also, of course, claimed originality fobetproposition relating to the constant
costs of producing the wage — costs determinedhi&se of any product: “Secondly; | had
nowhere seen it stated that, however the fertlitthe soil might vary, the elementary costs
of producing the wages of a given quantity of labmust always necessarily be the same.”
This alludes to the property required of a measupressed in 1819 by Torrens —in a
formulation that delighted Bailey (see Appendix-Gyhich Torrens believed could not be

fulfilled:

Colonel Torrens, in adverting to a measure of vaags, “In the first place,
exchangeable value is determined by the cost afymtion; and there is no
commodity, the cost of producing which is not Iabd perpetual fluctuation. In the
second place, even if a commodity could be fountthvalways required the same
expenditure for its production, it would not, thiere, be of invariable exchangeable
value, so as to serve as a standard for measinéngatue of other things.
Exchangeable value is determined, not by the atesddut by the relative, cost of

production” (1819: 56; cited by Malthus 1986 [1837P1).

Malthus thought of himself as meeting a challemgeyided that in dealing with variations in
X’s command over Y or Z, one held constant the %esli operating on X. (Thatrinsic
causes of therinciples) But the cost conditions of producing the waggewecessarily
constant, so that labour commanded constituteddbght-after X: “In this case it is obvious
that, according to Colonel Torrens, we should pessemeasure of value if we could find an

object the cost of producing which was always @rae.” And it was shown in hideasure
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of Value“that the conditions of the supply of labour, e elementary costs of producing the
corn wages of a given number of men, estimatednju$ie same way as we should estimate
the elementary costs of producing cloth, linensgWware, or any other commodity, must of
necessity always remain the same.” These “twosseeyg qualities of the labour which
commodities willordinarily command” — we see Malthus’s preoccupation withldgjium

or long-run positions — were “practically new” torh and made him “view labour as a
measure of value, so far approaching towards acgucansidering the nature of the subject,

that it might fairly be called a standard.”

So much for the wholesale rejection by Malthushef Bailey — or Bailey-Torrens — attack on
the notion of a measure of absolute value. Thectien reinforced Malthus’s long-standing
support for Ricardo’s inverse wage-profit relatias,we shall now see.

As for Malthus’s adherence to the inverse thediteahis nicely spelled out in his
Quarterly Revievarticle for 1824 treating McCullochBncyclopaedia Britannica
contribution of the previous year: “Of all thettne which Mr Ricardo has established, one of
the most useful and important is, that profitsdetermined by the proportion of the whole
produce which goes to labour. Itis, indeed, adicorollary from the proposition, that the
value of commaodities is resolvable into wages amdits; but its simplicity and apparent
obviousness do not detract from its utility” (196824]: 189). Similarly: “We fully agree
with the author of the present treatise, that wihensaid that profits depend on wages, they
must not be understood to depend on wages estinmatedney, in corn, or in any other
commodity, but on proportional wages, that is, e ghare of the commodities produced by
the labourer, or of their value, which is giverthie labourer” (199). That Malthus accepted

the substance of Ricardo’s position is also cordalrby a note attached to heasure of
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Value(1823). Malthus had observed in the text thatrdty be laid down ... as a general
proposition, liable to no exception, that whena&ie of any produce can be resolved into
labour and profits, then as tpeoportion of such produce which goes to labour increases, th
proportion which goes to profits must decreaséénsame degree, and as piheportion

which goes to labour decreases, the proportionhwiies to profits must increase in the

same degree 7.(1957 [1823]: 28-9). To this he added:

This proposition is essentially the same as thathvis very clearly and ably
expressed by Mr Ricardo in his chapter On Profitéhe following terms: “in all
countries and at all times profits depend on themtjty of labour requisite to provide
necessaries for the labourers on that land, orthd@hcapital which yields no rent”; a
proposition which though incomplete in referencéhi® ultimate causes of the
variations of profits, contains a most importanthr From this truth the legitimate
deduction appears to me to be, the constant vdliadour; but Mr Ricardo has
formed his system on a deduction exactly opposiie tHe has, however, in my
opinion, amply compensated for the errors into Whie may have fallen, by
furnishing us, at the same time, not only with tteans of their refutation, but the

means of improving the science of Political Econd@s).

The criticisms alluded to in the foregoing passa@te to Ricardo’s (supposed) failure to
deal satisfactorily with real (basket) wage-rateedmination and to the issue of the
appropriateneasure of valyeMalthus maintaining that his measure served bttt
Ricardo’s. But one outstanding fact remains — Madts insistence that by the relationship
which he envisaged between the constancy of vdlaggoven command over labour and the
proportionate shares he was attempting to convegigely the same concept as Ricardo

himself.
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These references are to observations made bé&®Bgppearance of ti@itical
Dissertation But there is nothing to suggest that Malthug els@ndoned this position.
Indeed, new support is offered for the inverse ithoin proportionate terms in the
modifications introduced into the projected secediion of thePrinciples “whether the
productive powers of labour are great or smallkgasing, stationary, of diminishing ...
profits depend upon the proportion of the valu¢ghefwhole produce, which goes to pay the
wages of the labour employed to obtain them” (1&%4); and “if labour be the measure of
value, which | trust has been shewn, this is timeesas saying that profits are determined by
the proportion of the value of the produce whiclegto pay the labour which has obtained it
(291)

It also emerges from all this that Bailey’s ineiste that the inverse relation only applies
givenlabour productivity (above ...) left no impressiohatsoever on Malthus. This is
further confirmed by his adherence to the “shanettience” principle whereby the profit rate
declines during growth subject to increasing lacat @ty despite a contemporaneous decline
in the commodity wage, singgoportionatewages necessarily rise. On Malthus’s own
reading, linguistic differences alone distinguisisiown from Ricardo’s formulations:
“When a given portion of labour and capital [18&jiven value of capital] yields smaller
returns whether on new land or old, the loss igdly divided between the labourers and
capitalists, and wages and profits fall at the sime. This is quite contrary to Mr.

Ricardo’s language. But the wages we refer taaedly different. He speaks of the cost
[1836: mere labour cost] of producing the necessasf the labourer; | speak of the

necessaries themselves” (Malthus, 1820: 154; 18=#) >
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VIl CONCLUDING REMARKS

Bailey’'s formal crusade against Ricardo faced i@rably more hostility than
Seligman, Schumpeter and other commentators imague® amongst the so-called
“dissenters” — Malthus himself, so frequently cided uncritically as such, was positively
hostile towards Bailéyy — anda fortiori amongst Ricardo’s “votaries” including McCulloch
who some moderns imagine to have been non- or@&weRicardian. The Seligman-
Schumpeter view that the orthodox Ricardians hiflédthe criticism, it also follows from
our demonstration, is unjustified; so too is Blaugiew that the orthodox “brushed aside” the
criticism. Neither position can account for theoaty defence of Ricardo by Malthus, and the
acceptance by Bailey and other dissenters of sdhrolithe Ricardian doctrine.

Our results thus support James Mill's judgment Beiley’s analysis of the “nature of

value” “makes profession, or rather ostentatiomnl, parade, of being a controversy with Mr.
Ricardo,” while it contained nothing of substandéhwvhich Ricardo would not have
assented (above, p. ...); and it provides the jestifon for Halévy’s judgment that “all the
elements of [Bailey’s] criticism are borrowed fraRicardo’s book” (above, p...). Yet
caution is advised in this regard, for to “borromight be understood in the pejorative sense
of blatant plagiarism, though one cannot be suaeialévy intended to be so understood.
And it may not be a justified charge, since theralways the possibility that Bailey did not
read Ricardo carefully enough to appreciate thengss of th@rinciples Fortunately, we
can to some extent go beyond surmise regarding thégult matters; for there are some
specificindications in our Section Il regarding the chéeaof the Bailey-Ricardo relation.
We shall proceed for convenience in terms of Sedigisattributions to Bailey laid out in

Appendix A, though keeping in mind some featurdgyB8&an neglected to mention.

As for the charge that an invariable measurexahange values an inherently illogical
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conception, Bailey himself recognized@nitical Dissertationthat Ricardo had taken the
same view, and pointed this out in responding soVestminstereviewer (James Mill)
(above, pp. ....). Butin this regard Bailey doesearmerge smelling of roses, for he takes
word-mindedness to an extreme by complaining thedrdo, concerned with the isolation of
the source of observed changes in exchange ratight not to havdescribedsuch a

concern as relating to the “measurement” of valmye, p...), in effect deflecting attention
to a trivial matter of classification, while adnmig the “truth” of Ricardo’s concerns.

A related issue of central importance (not mermhy Seligman) is Bailey’s rejection
of Adam Smith’s proposition that a general wageease is passed on in higher prices on the
basis of the principles already advancgdhamely that sincell capitalists are subject to the
same disturbance no single capitalist can raisestieeof exchange of his commodity relative
to any other (above, p. ...). Now this result iscely what Ricardo established so
conspicuously in the first chapter of IHsinciples and it is difficult to imagine that Bailey
could have been unaware of, or could have forgpttes fact. (He would, in any event, have
been reminded by De Quincey 1970 [1824]: 62-3.)

To have spelled out this source would have beewltait that “the principles already
advanced” were in fact Ricardo’s, and one mighinicéned to suggest that it was for this
reason that Bailey remained silent. Yet the madtemore complex. The Ricardian
objections to Smith turn on the contrast drawn leetwdisturbances such as a general wage
change affecting all products uniformly and thoBecting products differentially, the latter
including wage changes pertinent to specific caiegmf labour (or specific taxes) or to
general wage changes which have a differential anipacause of non-uniform factor ratios,
which Ricardo himself reduced to differential iniraenttimes And in factBailey explicitly
recognized that Ricardo had allowed for these nigatibns to a pure labour theoii@bove,

pp. ...). Plagiarism thus does not enter the pi¢twrech fact must modify the impression
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left by the discussion of Smith. And yet Baileyntaued to leave an impression of a
breakaway from Ricardo even in the present conrteixde, for example, his unjustified
complaint that only in his Index did Ricardo qualifie general rule that products exchanged
in strict proportion to relative labor inputs. Argimilarly, we have Bailey’s formal denial
that goods exchange according to relative labantenm the increasing-cost case. | refer here
to his focus on costs at theargin the labour embodiment intra-marginal units of corn
falling short (pp. ...). Now Bailey spells out tliae marginal-cost principle itself is pure
Ricardo — “the value of corn in general is detemminon his own principles, by the quantity
of labour required to reduce corn on the worstssailcultivation, and not by the quantity of
its own producing labour” (above, p. ...), — and kierepraises Ricardo’s expression that
value is notausedoutregulatedby marginal costs (above p. ...). Yet, notwithstagdhe
directs the argument against the labour thegrif he were thereby striking out into virgin
territory. There is though a second device. Tdtusne point Bailey concedes that Ricardo
“indeed, explicitly allows the influence of otheauses” than labour quantity acting on
relative value, but then deflects the criticismapply to Ricardo’s followerop. ...).

We turn to rent doctrine, first that rent emerges scarcity payment even should “all
the land under cultivation [be] of equal fertilifabove p. ...). Did Bailey not then realize
that Ricardo, had spelled this out explicitly iis Kihapter 2 as well as the proposition that
rent under certain conditions might be paidhidustry(above, p. ...)? One cannot tell in this
particular case whether Bailey was simply unawhat he was expounding Ricardian
principles — for which there is little excuse, altigh he would be in good company — or
simply chose to remain silent.

Of particular interest is Bailey’s insistence ohat Seligman refers with admiration to
something akin to, or consistent with, “the modéeory of the economy of high-wages,”

namely that if output is rising, a high wage is sistent with a high profit rate, the inverse



83

profit-wage relation holding good only with outgheld constant (above, pp. ...). Here
Bailey certainly claims originality, though he isfact expounding pure Ricardian doctrine
(pp. -...). Now Ricardo’s efforts were directed sitablishing that it is thproportionate
share of wages in the (marginal) product and neabisolutewage that mattered in profit-
rate determination, particularly in establishing thverse wage-profit theorem; and we know
that Bailey recognized the validity of the fundatatheorem once assuming Ricardo’s
terminological usage is adopted (above, p...). Ghnhthen appear unlikely that he was
unaware of the obvious implication for simultaneowsease or deceaseahsolutereturns
depending on alternative assumptions regardingubutpn the other hand, one soon learns
that nothing can be taken for granted in intellathistory; so we must allow the possibility
that hebelievedhimself to be stating a novel proposition absemnfthe Ricardian canon.
That, at least, is the most favourable construdtigplace on the episode.

Without question, the secondary literature — Se#ig included — view Bailey as an anti-
Ricardo “dissident.” We have shown the matter to be far more complgough Bailey
frequently sought — somewhat in the manner of B&). (see Hollander 2005) — to leave an
impression of hostility towards the canon, when attends to the details of the texts it
emerges that he did appreciate that most of hjsrrpeopositions were already to be found
in Ricardo’sPrinciples Indeed, his claims to fame in some contextschiding the
perception of value as implying a “feeling or statenind” (see p. ...) — are surprisingly

muted.
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APPENDIX A

EXTRACT FROM SELIGMAN 1903: 353-5

The following extract contains Seligman’s full sunary of Bailey'sCritical

Dissertation

Since value is essentially relative in nature |&aobjects to Ricardo’s attempt to
discover a commodity of invariable value (1825:1Thn Bailey, Ricardo’s
“contradiction involved in affirming the stationaoy invariable value of an object
amidst the variations of other things, is as dieext palpable” as to constitute a
“strange and manifest error (16; cf. 30). Malthiso is not free from the same
mistake. Furthermore, Bailey characterizes tregelll distinction between real and
nominal value as “arbitrary and incapable of beimged to any use” (38). Above all,
he objects to the labour theory of the cause arabsare of value. Value according to
Bailey, although often spoken of as a quality deexal objects, really implies a
“feeling or state of mind” (180). This state ofndiis a result of many circumstances,
among which, indeed, cost of production is to lmduided as an important, though not
the sole factor. But even if we confine our afiemto that class of commodities
which is susceptible of increase and subject tdaweof competition where the
influence of cost of production is so great, ihe true that cost of production is
resolvable into mere labour expended. In the filate, it overlooks the co-operation
of capital, which cannot be explained away by nglitapital “accumulated or
hoarded labour” (220). “This is at best an aukwamtie of expression, which can
answer no good purpose. When we accumulate weraglthing to another, and it is
essential to the process, that both should remagxistence. But labour, consisting

in the mere exertion of muscular power, or in thaadly evanescent motions of the
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brain, continually perishes in detail, and therefadmits of no accumulation.”

Furthermore, apart from this, labour cannot besmared as uniform. Bailey asks:
“What should we think of an assertion that coa¢stareach other in value as the
quantities of cloth contained in them, or that tleeimparative value depends
exclusively on the quantities of cloth requiredriake them” (221).

Above all, the exclusive stress laid upon labagleacts entirely the function of
time in economic life. Bailey tells us in almoketsame language as Bohm-Bawerk:
“We generally prefer a present pleasure or enjoyreea distant one, not superior to
it in other respects” (218). He enters into a aberation of the importance of time in
its effects on capital. Time, like labour, is @fsideration which may influence both
buyers and sellers,” and time cannot be resolviediabour (219).

So that even in the case of continuous productiaer competitive conditions,
value is not resolvable into labour. But ther# stmain two other great classes of
commodities, those subject in part or in wholeht® law of monopoly, and those
subject to the law of diminishing returns (185hidlleads Bailey to a consideration
of the law of rent, in the course of which he asstite analogy between land rents
and labour rents: “The extraordinary profit outadfich rent arises is analogous to
the extraordinary remuneration which an artizamofe than common dexterity
obtains beyond the wages given to the workmandihary skill.... In the one case
this monopoly is bounded by the existence of infespils, in the other of inferior
degrees of dexterity” (196-7).

Here we have the first attempt to generalise tarohe of rent, an attempt which
has usually been associated in English, at alltsy&iith Senior. Over a quarter of a
century before Mangoldt and Schaffle, we thus fmBailey this broadening of the

rent concept. Furthermore, Bailey objects to tatement that “rent does not enter
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into price” as at the best vague and indefinité'/oag that ought to be banished from
the science” (198).

Finally, it must be noticed that Bailey is thesfito put his finger on the real fallacy
of the doctrine that wages and profits must vawgigely. This error consists in
neglecting the fact that “the value of labour doesentirely depend on the proportion
of the whole produce which is given to the labosiiarexchange for their labour, but
also on the productiveness of labour” (63). “Thepwsition, that when labour rises
profits must fall, is true only when its rise istrmawing to an increase in its productive
powers” (64). . . . “If the productive power of talr be augmented, that is, if the same
labour produce more commaodities in the same tiat®mur may rise in value without
a fall, nay, even with a rise of profits” (66). i$hit will be seen, virtually contains the

whole of the modern theory of the economy of higiges.
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APPENDIX B

SAMUEL BAILEY AND TWO ANONYMOUS CONTRIBUTIONS OF 181

The authorship dDbservations on Certain Verbal Disputes in PolitiEaonomy(1821)
remains to be ascertained. Marx noticed simiegibetween this pamphlet and Bailey’s
Critical Dissertationand charged Bailey with plagiarism (1861-63: 2312, 347). Bailey
himself feared he might be subjected to such aticunsa“This Book exhibits some striking
coincidences with my Treatise on Value — so stgkimat | might possibly incur the charge of
plagiarism if any one compared the two works. bt is however that | did not see this
pamphlet till my own book was published” (Denni¥3917, citing Bailey’s private notes,
held in the University of Edinburgh, undated). Desmgives cogent reasons to accept
Bailey’s disclaimer (18).

The Cass edition of Bailey’s works (1967), howewacludes the pamphlet and Sowell
1970 makes out a positive case for Bailey as autiaich applies also to tHaquiry into
Those Principles Respecting the Nature of Demauictiag Necessity of Consumption Lately
Advocated by Mr. Malthus“Comparing theObservationsand thdnquiry with other works
known to have been written by Samuel Bailey, theweremarkable range of similarities and
no significant differences. These similarities nb@ygrouped in four broad categories: (1)
discussions of the role and importance of wordscionomics, (2) value theory, (3)
methodology, and (4) opinions of economics andasfipular economists. There are also
certain stylistic similarities between these twomymous works and Bailey’s other writings”
(1970: 402; also 1972: 131-4). Sowell 2006 read$ithis attribution with respect both to
Verbal Dispute42006: 233n 89: 234 n91, 102: 239 n26; 247nn 129; 248 n143) and to
thelnquiry (141; 216n 61; 230 n44; 248n 137; 267 nn50, 59nZkl). Unfortunately,

Sowell does not take into account either the evaddyy Dennis entailing Bailey’s private
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denial of plagiarism and fortiori of authorship, or the case against Bailey as autho
convincingly elaborated in O’'Brien and Darnell 1988-9. (O’Brien and Darnell propose
Brougham as probable author.) Rauner had, in aegtelong before cast doubt on Bailey as
author ofVerbal Disputeg1961: 89 n43).

More challenging is thinquiry. As mentioned, Sowell 1970, 2006 make out a farse
Bailey. So too in this case do O’Brien and Dar(#882, Chapter 5). But their conclusion
turns on an application of a statistical analy8is-{07), called into question (Stigler 1983).
O’Brien and Darnell write of a “widespread belibat Bailey was the author of this work
[the Inquiry]” (1982: 90), but this surely is to exaggerateauRer 1961, 1987 make no such
attribution and — lik&/erbal Disputes- it remains unattributed in the Kress and Goldsshi
collections. Seligman himself made no attempttabation. Schumpeter takes no note at
all of thelnquiry; and whileVerbal Disputess described as a “main contribution” it is not
ascribed (1954: 599n). As for Bailey: “The onlybfication of his that needs to be
mentioned isA Critical Dissertation...” (486n)."®

There are two further considerations pointing afasn Bailey’s authorship of the
Inquiry. First, Dennis contrasts Bailey’s denial in higgbooks of authorship with respect to
theVerbal Disputesvith the (apparent) absence of references tdniipgry: “the
presumption of Bailey’s authorship of the latteogll thereby be weakened inasmuch as the
textual linkages between the two pamphlets of 1&82lat least as strong as those between
thelnquiry and Bailey’s accredited works” (1973: 17). Secddawell — who argues for
Bailey’s authorship of both 1821 pamphlets — himnalbws that the fact that théerbal
Disputes and thénquiry “failed to appear in any of [the lists of seleceatlier works which

appeared in Bailey’s later works] presents a diffi¢’ (1970: 408).

The present writer at one time accepted uncryi¢hk attribution of thénquiry to
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Bailey (Hollander 1998: 261). But though, in tight of the foregoing complexities, it now
seems unlikely that thequiry is by Bailey, it is of high importance that theegtifor
authorship continue since Seligman was unjustifiediescribing the pamphlet — along with
Verbal Disputes- as “of minor importance” (1903: 351).As a conspicuous instance of its
significance, we find expressed in the cleareshsethe simultaneous fall in both wages and
profits characterizing the “canonical” growth mgdéke shared incidence attributable to

increasingly scarce land and a rising corn price.

Supposing the degree of inclination to save and gaithe part of the capitalist, and
to labour and to increase on the part of the ladpwo remain unaltered, or both to
increase in equal proportions, the effect of insegbcultivation in raising
permanently the price of corn, would be borne pdyl the labourer and partly by the
employer: the labourer's [money] wages would rotdised in fully equal proportion
with the price of corn, nor would they, on the athand, remain quite stationary:
profits would indeed fall, but the amount of thbdarer's command of food would

also be somewhat abridged (1821: 25).

The author further clarifies that the profit rateries withproportionatewages;
simultaneously high (low) profit and wage rates@u#e consistent in conditions of high

(low) productivity:

Now where a little labour will produce a great deslpecially where it will produce a
great deal ofoodin one country, compared to what it will in anatheis possible,
that theproportionin which the produce is divided may be, in thexfer, more
favourable to the employer than the latter, andhé&sense, profits may be said to be
higher; and yet what the labourer gets may be mbadsolute subsistence and

enjoyment, in proportion to the quantity of troubketakes, in the former than in the
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latter: and irthat senseywagesmay be said to be higher. This is, probably,ciee
in America (100).

Although the author of thimquiry adopted a land-scarcity explanation of profit-rate
trends and rejected Smithian “competition of cdgitédf, 13f, 18), he unfortunately ignored
Ricardo’scontribution to the canonical model wherein thed veage inecessarilyabove the
subsistence wage throughout the expansion proddsss, he cites first Ricardo’s chapter on
Profits: “There cannot be accumulated in a couatry amount of capital which cannot be
employedproductively... until wages rise so high oonsequencef the rise of necessaries,
and so little consequently remains for the praditstock, that the motive for accumulation
ceases” (19), and allows only that Ricardo recagghizemporary” increases in the wage,

which reduce the profit rate, but have a tendenagstore themselves.
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APPENDIX C

A NOTE ON BAILEY’S OBLIGATIONS

The matter of Bailey's debt to Ricardo has beerhed on in our concluding section.
Other candidates must include Ricardo’s avowedestisd— his “votaries” — pre-eminently
perhaps De Quincey whoBealoguesl1824 discusses the characteradtive, as distinct
from absolute, value from which Bailey might have benefited (6.§70 [1824]: 80), and
elaborates the proposition that a general wageaser cannot be passed on by producers to
the extent that all employers are affected equél2y3). There is too McCulloch’s strong
rejection of an invariable measure of exchangeadlige which also appeared in 1824: “If
you are to measure the value of any one commogbty must measure it by the agency of
some other commodity possessed of value, just as wbu measure length or capacity the
measure which you use must itself have length pac#y. But as the circumstances under
which every commodity is produced are always lidblperpetual change, it is clear to
demonstration that none can be selected whichwanferm an invariable measure or
standard of value; though, as some commoditiemaid less variable than others, they may
be used as rude approximations” (McCulloch 1824)1(Cf. McCulloch 1825: 212-14 for a
corresponding formulation maadter the appearance of tiessertation and which pays
some tribute to Bailey (above, note 48). It isreeenceivable that Bailey drew from J.S.
Mill's “[v]alue is a relative term . (above, p. ...), for Mill's formulation appeared tine
January 1825 issue of tNeéestminster Revieand theCritical Dissertationwas only
published in June.

We turn to predecessors noted by Bailey himsalfart from the anonymot&erbal
Disputes(see APPENDIX B). These include Lauderdale, whogairy (1804) — using the

description by Read (above, p. ...n) — “reduce[s]idea of value to a mere relation of
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commodities between themselves,” and who is cipguiavingly by Bailey: “We cannot
express value, or a variation of value, withoubeparison of two commodities”
(Lauderdale, 2nd ed. 1819: 19, cited 1825: 4; dsi804: 21). And i Letter to a Political
Economistwe find: “The impossibility of a measure of invale value has been ...
maintained by the Earl of Lauderdale, Col. Torrems] others ...” (1826: 14fIn this
context, it will be recalled, Bailey in fact alsites Ricardoon the “impossibility of finding
any commodity of invariable value,” reminding Janvill that this had been explicitly
recognized in th€ritical Dissertationitself; above, pp....).

By his mention of Torrens, Bailey intended tlse& made out in 1821 regarding the
inconceivability of a measure of exchange valubisTs clear from th€ritical Dissertation
“After these critical strictures [against Ricardéalthus, and De Quincey], it is a pleasure to
cite a passage from an author, whose views a®todture of value appear to me to be

sounder than those of any other writer” (1825: 32):

... even if a commodity could be found which alwaggquired the same expenditure
for its production, it would not therefore be ofamiable exchangeable value, so as to
serve as a standard for measuring the value of tihmgs. Exchangeable value is
determined, not by the absolute, but by the redativst of production. If the cost of
producing gold remained the same, while the coptraducing all other things should
be doubled, then would gold have a less power afhasing all other things than
before; or, in other words, its exchangeable valageld fall one half; and this
diminution in its exchangeable value would be melyi the same in effect, as if the
cost of producing all other things remained unatiemwhile that of producing gold

had been reduced one half. In the very term, exgigble value, a relative, and not

an absolute quantity is implied. If gold should/@a greater or a less power of
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purchasing all other things, then all other thingaild have a greater or a less power
of purchasing gold. It is impossible to incredse éxchangeable value of one set of
commodities, without at the same time diminishimg €¢xchangeable power of the

other set of commaodities with which the first isquared (1821: 56-7).

There is, however, no actual expression here dit"dmn Bailey’s part.

Bowley draws attention to the extension of theé cemcept to the income from fixed
capital by Craig 1821 (Bowley 1937: 131n; see &l8lhiams 1978: 48); and, more generally,
she maintains that “[tlhroughout his criticisms th#uence of Say is very marked, and
Bailey was in fact criticizing certain sectionsRitardo’s system in the light of Say’s general
results” (93), an assertion, the evaluation of Whiould require a book in itseff.

Of potential importance as a “source” — thoughfoanally recognized by Bailey — is
Senior’s “Report on the State of Agriculture” 18&&e above, p. ...). The following extract
contains several propositions close to those fo@ritical Dissertation(above, pp....),
including rent as “monopoly” price, an emphasisiemand-supply as “cause” of a high corn
price with the corn raised at greatest cost ondgtitating” the price of all corn units, and — in
particular — the observation that the price ofradan unit of corn will not reflect its “own”
labour input:

The sums ... received by the landed proprietor dregurse, what is called rent. They
are the surplus profit obtained from the investnwrdapital in land over that
obtained from its investment in any other businass they are occasioned by each
portion of raw agricultural produce being raisea dgifferent expense, and each
portion, except that raised at the greatest expesediang at a monopoly price, the
difference between which price, and the naturalgris taken by the proprietor of the

land, in return for the privilege of using it.... [lforn can ever pay rent, which has
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not previously paid a remunerating price to theagng[79] for rent is the excess of
price above the remunerating price....

We have observed that there is a portiozoaf, that raised at the greatest
expense, of which the price roughly coincides il cost of production. And it has
been said, that as it is the price of that portitnch governs that of all the remainder,
the price of that remainder is likewise governedhsycost of production. But first,
when we say that the price of any thing is goveéimgthe cost of production, we
mean the cost of its own production, - not of thedpiction of any thing else. And,
secondly, to say that it is the price of this fasttion of corn, which governs that of
the remainder, is to mistake the effect for thesea’he price of other corn does not
rise because the last portion has been producadjeesater expense, but the last
portion is produced, because the proportion of Buigpdemand has previously
occasioned such a rise in the price of the coeadly produced, that additional capital
laid out in producing additional corn, at a gregieaportionate expense, will return
the average profit of capital. Corn does not bexdear, because a portion is raised
at great expense, but a portion is raised at d grgeense because corn has already
become dear.

The last step in agriculture will alvedye the application of fresh capital to
land already in cultivation. The corn produced tig intended to sell for its natural
price; and this price must previously have beed,ranst continue to be, that of all
other corn, or the last application of capital wbnbt have been made, - would have
been greater, - or would not be continued. Ansl i this sense only, (and it must be
acknowledged to be very obscurely pointed outJ) tte corn raised at the greatest
expense can be said to fix, or govern, or reguteegrice of all other corn; not as an

efficient cause, for it must be always subsequetite, but as an index. All corn of
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the same quality will sell for the same price: aheyefore, if you find the natural
price of the corn which is produced, and continteede produced, at the greatest
expense, you find the market price both of thah@ord of all other corn (Senior
1821: 474-6).

One other “predecessor” deserves special mengatigman, in discussing Read’s
position, refers to the “Labour Theorists” (19038}, but neglects to mention William
Thompson, whose discussion of value includes tiheegations of differential land use,
alternative cost and scarcity value; and who apghe principle of diminishing marginal
utility (together with the principle of increasimgarginal disutility of effort) in an attempt to
define an equilibrium wage rate, and also in awdaton of the effects of income
redistribution (Thompson 1824: 71-3). The sigmifice of free exchange is clearly expressed
in utility terms: “All voluntary exchanges of tlagticles of wealth, implying a preference, on
both sides, of the things received to the thinggjtend to increase the happiness from
wealth, and thence to increase the motives taadyction” (45). And whereas labour is
said to be the sole measure of value, it was naicaarate measure in the light of changes in
preference patterns over time; to seelaeruratemeasure was “to hunt after a shadow” (15).

All this is far more sophisticated analytically thanything by Bailey.
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ENDNOTES

1.A further suggestion for the long-term ineffectiesa of the “dissenters” is their failure to

enter into practical policy issues (Seligman 1%84-5).

2. See also Sowell: “If there is a classic oficism in economics, it must be Samuel

Bailey’'s A Critical Dissertation..” (1970: 402).

3. Schumpeter in fact impliggsilienceof the Ricardians in the mid-1840s: “Writing in
1845, McCulloch did not risk provoking laughter whee wrote in hid.iterature of Political
Economythat Bailey had not properly appreciated the Riigar theory [of value] and had not
‘succeeded in any degree in shaking its foundatiamghe face of the fact that a poll of

writers on value from 1826 to 1845 would produa®asiderable majority for Bailey.”
4. Mixter treats the issue of monetary appreanaitioBailey 1837, on which see below, p...

5.At only one place in his book does Schumpeter isdge with Seligman: “Professor
Seligman was in error when he allocated to Lloyeghoud position of having been the first
thinker in any country to advance what is knowraeipds the marginal theory of value, and to

explain the dependence of value on marginal uti{t®54: 1055).
6. See below, p... on the Bailey-Senior relation.
7. See also Bowley 1937: 93; Rauner 1961: 5-6;B1888: 224.

8. Cf. O'Brien 1975, 2004, where Bailey is refertedas “author of a brilliant if negative
survey of value theory” (7; ....), and as “provid[jrgdamaging critique of Ricardo’s value

theory though he had relatively little positivectantribute himself” (48; ....).

9. Blaug argues the case for the resilience of “Rieardeconomics, but understands by the
term “the proposition that the yield of wheat pereaof land governs the general return on

invested capital as well as the secular chang®eidistributive shares” (1958: 3); see also:
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“The rate of capital formation was still held to ¢@verned by returns in agriculture, and the
core of the Ricardian system, the law of diminigihiaturns, continued to dominate the body
of economic thought” (61). As an early reviewaneeked, “[t]he role of this component of
Ricardo’s theory is much exaggerated” (Stigler 138H). O’Brien too identifies the “full

Ricardian apparatus” with the “Corn Model” (1973;; 2004: 48).

10. Malthus actually precedes the comment citecefgrring to Bailey’s “fundamental

errors” — he was himseffotimpressed. On this matter, see below section VI.

11. Itis of interest that a political scientisbsid describe Bailey as “a Ricardian in
economics, an empiricist in metaphysics, an adeosatepresentative government, a
utilitarian in ethics, and a fervent champion ofgaete freedom of discussion” (Quincy

1986: 6). Unfortunately, we cannot say what thithar understands by “Ricardian.”

12.For the attribution to Mill see Rauner 1961: 149-b&tter 1962: 584; O'Brien and

Darnell 1982: 108-28.

13. Schumpeter, we recall (see note 3), also mocks Mwo€s remark in the.iterature of
Political Economy‘that Mr. Bailey does not properly appear to hapereciated the
Ricardian theory of value, or to have succeedahindegree in shaking its foundations”
(1845: 33). Schumpeter might have added to hisseament by reference to De Quincey
whoseDialogues of Three Templa($824) had stimulated Bailey to compose@igical
Dissertation(1825: xxiv-xxv). The object of this early worlRe Quincey later observed, had
been “to draw into much stronger relief than Ricanimself had done that one radical
doctrine as to value by which he had given a neth Ibd Political Economy” (1844: 119).
And while he had been pleased with the attentigargto the work by Bailey, nevertheless
“with all his ability, that writer failed to shalany of my opinions. | continue to hold my

original ideas on the various aspects of this emalsamg doctrine.”
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14. This and the following sections elaborate speddatures of two earlier papers devoted
to the dissenting literature as a whole (Hollantd®#7, 1998). A modification to Hollander

1998 regarding the Bailey canon, is discussed ipefdix B.
15. Bailey recognized the priority in this regafdlorrens, on which see Appendix C.

16. For an appreciation of this point, see Fra8871119n; cited however as beingerror
by Rauner 1961: 94-5. (See also, Bladen 1938wRM,respect to Smith and Malthus.) For
Rauner, “it was Bailey’s perception of the incotaigy between real and relative value that

had struck at the heart of Ricardo’s system” (%o &4, 98, 102).

17. A particularly interesting formulation occursa draft of Ricardo’s final paper, the
unpublished “Absolute Value and Exchangeable Valbere Ricardo formulated a
criticism of Torrens (who identified a fall in tvalue of corn with a rise in the value of
money) in terms that he doubtless would have apptiBailey’s objection to the conception
of “real,” “natural,” “positive,” or “absolute” vale, that is, the “difficulty of production,” in
turn identified (usually) with labour embodimenrfhis language may be correct as he uses
it to express only exchangeable value but in Ralittconomy we want something more [;]
we desire to know whether it be owing to some nawilify in manufacturing cloth that its
diminished power in commanding money is owing, detier it be owing to some new
difficulty in producing money. To me it appearsantradiction to say a thing has increased
in natural value while it continues to be produceder precisely the same circumstances as

before” (1951-73 [1823}: 374-5).

18. Sowell exaggerates therefore when he writes thatléB rejected the Ricardian notion of
a measure of value as designating the originalecatia change in relative values” (1970:

404).

19. ThelLetter, on my reading, is characterized by a refusata rRicardian texts fairly in
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terms of “value” as labour embodied or, more gdhgreosts. (See, for example, the
discussion of De Quincey (1826: 12-13).) Muchha$ tvork is designed to show, by
citation, that pacethe Westminstereviewer — Ricardo was inconsistent and uncleaisn

terminological usage (29f). For a discussion efltetter, see Rauner 1961, Chapter 6.

20. Rosenstein-Rodan points out correctly that tlassical distinction between changes in
the value of money originating on its side and ¢jegnin its value originating on the side of
commodities” reflects “the theory of real value9@b: 263). This theory, he opines, “has
been vigorously exposed in the brilliant book oB&iley.... But the distinction was so
generally accepted that Bailey himself fell badkiit in his otherwise very valuable book:
Money and its Vicissitudes in Value 1837: 16-17.”

Bailey’s Money— not mentioned by Seligman — is of the highegtartance, especially
for its analysis of “accelerated circulation” asans of activating “inert” or “dormant” or
“unemployed” capital and labour (1837: 55f.), amlgsis appearing in print seven years
before J.S. Mill's “Of the influence of Consumption Production” (Mill 1963-91 [1844)]:
262-79). Mill makes no reference to this analylarx cites it at length in hi&rundrisseof
1857-58 (MECW28: 502-4).

The book also contains much of interest regartiargking policy, Bailey arguing

against control of note issues.

21.A little earlier in his text Bailey had forcefulhgjected strong statements of the labour

theory by James Mill, De Quincey and McCulloch (88207-8).

22. This is ironic, since the index was probably comgiby James Mill, not Ricardo himself
(see Sraffa in Ricardo 1951-73xxi-xxii). It is difficult to see how Ricardo e¢idd have
played up the “qualifications” more than in the theg to his Section IV in Chapter 1. “The

principle that the quantity of labour bestowed lo@ production of commodities regulates
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their relative valuegonsiderably modifiedy the employment of machinery, and other fixed

and durable capital” (30; emphasis added).

23.See also, below p. ... for a further instance of Rio® generalization of the rent

principle.

24. An indication of the ineffectualness of the fited” dimension is provided by the
following note: “Value implying, as | have befabown, a mental affection, and
consequently all causes of value being, in realitgumstances affecting the mind, it might
be more correct to speak of the causes operatiniggomind with regard to an object, than of
the causes operating on the object itself; butdtier is a shorter mode of expression,

sufficiently intelligible, and not likely to leaahio error” (1825: 16n).
25. For the defence of Torrens against James Miitistures, see Bailey 1825: 203f.
26. On this issue, see in particular Bowley 19/&3-9; Williams 1978: 62-7.

27. Recall that the rate of accumulation, for Ricais a function of the profit rate (1951-73

1: 122).

28. TheCritical Dissertation we have seen, emphasizes a simultaneous rigghrthe profit
and wage rates in the case of increasing produtctivWhat though of the simultaneous fall
in both assuming declining productivity, a charaste feature of the canonical classical
model? Certainly the forménplies the latter, but Bailey failed to spell the matiat in his
1825 contribution. This takes us to the 1&&juiry where the joint-incidence principle is
spelled out, though to this day it is uncertain thiee or not Bailey is the author (see

Appendix B).

29. For a brief account of Cotterill, see Raungg11429-32. Rauner writes that Cotterill's

book “clearly contained a debt to tBeitical Dissertatiori (129), but his account raises
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similar issues to those in our text. See alsoF'Cotterill (1831) and H.D. Macleod (1863,
1866) both praised Bailey’s work and used his inesit of the nature and measure of value

in their own studies” (1987: 174).

30. In his chapter dealing with the causes of vada#iey had distinguished between
“commodities which are monopolized, or protectaxrfrcompetition by natural or
adventitious circumstances”; those “in the produtof which some persons possess greater
facilities than the rest of the community, and whilserefore the competition of the latter
cannot increase, except at a greater cost”; argktho the production of which competition
operates without restraint” (1825: 185). The gaheotion is that “their respective causes of

value cannot be the same.”

31. On Ricardo’s according a special role to labolRead’s sense, see Hollander 1979:

263-4.

32. The same kind of criticism is directed by Ragdinst Lauderdalemquiry of 1804.
Any attempt “to reduce the idea of value to a nretation of commodities between
themselveswithout any connexion with mankind, with laboar,with cost of production” is
fatal, since “the connexion of the exchangeablaealf commodities with labour and cost of
production is indeed the only circumstance whichfes any importance on the connexion
of the exchangeable value of commodities betweemsielves” (1829: 221).

Extraordinary as it may seem Read went saddo charge the “Ricardo School” for
following Lauderdale’s lead iemphasizingitility and scarcity or supply-demand rather than

cost analysis (220-1).

33. For a downplaying of Bailey’s influence on Reads aéso Rauner 1961: 128; O'Brien

1988: 199.

34. O'Brien 1988: 198 cites Bowley as indicatingitaited but important influence,”
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whereas in fact she expresses herself with extocaugon regarding Bailey’s influence on
Senior with respect to the theory of value. Bowl®y3: 161-7 provides a detailed

comparison of the two writers.
35. See also:

Although Senior did not acknowledge the writing$ailey (nor of Jones, Read,
or Scrope for that matter), his influence is waitge in Senior’s book. It is evident in
the generalization of the rent concept and in tteck on the assumption of “perfectly
equal competition”: whenever an appropriated raiagent concurs in the
production of a commodity the value of such archttontains a “rent” payment
which is not governed by any general rule. Siheedssistance of natural agents may
comprise all the advantages of soil or situati@rspnal talent and skill, patents and
copyrights, most commodities are not really subjed¢he laws of competitive value

[Senior 1836: 103-14] (Blaug 1958: 157).
Blaug'’s position is accepted by O’Brien 1988: 1998.

36. For the attribution to Senior, see Fetter 195%. Seligman makes no mention of the
1821 paper. Bowley only mentions it in her Prefiaries (1937: 21) and in her Appendix
where its attribution to Senior in tigctionary of National Biographys mentioned (344).
J.S. Mill refers in 1827 to this article, imetcourse of an objection to T.P. Thompson’s
“The True Theory of Rent” (1826): “Mr. Thompsonedonot perceive that his theoryreht
differs from that of Mr. Ricardo only in the exps&an. There is no difference in the
principle, and we cannot but think, that, everhi@ inode of stating it, Mr. Ricardo has
decidedly the advantage” (1963-81151n). He goes on to refer to Senior’s priority:
“Moreover, if the case were otherwise, and if Minoimpson’s theory were a real discovery,

whatever merit it might possess is by no meanswis, since all he has brought forward had
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been said previously in a single paragraph, anchrmuare clearly, by th@uarterly Review
No. 50, pp. 475-6, in an able article attributedht® present Professor of Political Economy

in the University of Oxford” (151-2n).

37.Mill alluded in 1828 to those “who affect to suppdbat Sir Edward West, Mr. Malthus,
and Mr. Ricardo, considered the cultivation of iideland as theauseof a high price of

corn” (1963-914: 174). The argument that “the cultivation of inde soils is not the cause
but the effect of high price, itself the effectd#mand” was, he insisted, a doctrine “explicitly
laid down by the distinguished authors previouslfgrred to, and particularly by Mr.

Ricardo.” Mill may have had in mind Senior 18214 Bailey 1825.
38. On Mill's intentions by this declaration, sesldw, p. ....

39. Here he controvertedvdestminster Reviearticle on colonization plans, by showing that
“when the productive powers of industry are incesgbthere may be, at one and the same
time, an increase, both in profits, and in wagé836: 33-4), insisting that this ditbt refute
Ricardo when interpreting the inverse profit-redatcorrectly as relating to proportionate

shares expressed in ideal money (30).

40. Torrens admitted Ricardo’s use of “obscureemavocal nomenclature,” but the
substance of his theory held good that “profite os fall as the cost of producing wages is

diminished or increased” (1844: XXXV-XXXVi).
41: See the passage cited, below (V: p. ...).

42. TheCritical Dissertationis highly critical of Mill, as we shall see, buaiy’s earlier
Questions in Political Econon(i823) is very positive, Mill perhaps receiving maaredit
than any other contemporary. THiemmerce Defenddd808) provided a “full and

masterly exposition” of the case against Spenteoiting considerable light on the general
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sources of the wealth of nations” (Bailey 1823:130And theElements- “an excellent
elementary book” — is cited favourably on the béseferived from imports (21-2), as
providing “a most able discussion of the disadvgeseof interference in the corn trade” — a
discussion constituting “the summing up of a lumisionind” (31), as presenting the case
against “gluts” in a manner Malthus could not ref(89-44), as containing “excellent
Sections on Money” (69) and an “excellent” analysdithe effects of colonies on the mother
country (89), and as giving the proper respondéuime on the alleged benefits of
inflationary injections (74-5). Mill's analysis @xchange value, which represents “demand-
supply” as accounting for short-run and “costs”lfmrg-run price, is said to be “so clear and
concise, that it will be generally considered astisfactory solution to the problem” (99).
The issue, Bailey adds, “applies to ‘such commeditinly,” to borrow the words of
Mr.Ricardo, ‘as can be increased in quantity byekertion of human industry, and on the
production of which competition operates withowgtraint.” Monopolized commaodities are
acknowledged, on all hands, to depend upon theiptenof supply and demand”(100).Only
with respect to population theory is there some uteimg, for while theElementss
recommended as presenting a “brief and clear atioi,” Mill had not “chosen the most

striking set of arguments to support the doctrin€l3).

43. Technically, Mill errs. In a system subjexiricreasing land scarcity, the proportionate
share of labounecessarily riseas the real wage declines — for it is tieeessary rise

labor’s share in the marginal product, notwithstagdhe decline of the wage in real terms,
that depresses the profit rate. For all that, phassage implies a falling wage path during the
course of growth. This is further confirmed by Milpolicy prescription which is to assure a
reduction in the birth rate while wages are stliiple,” thereby preventing any further

decline and bringing growth to a halt prematuréivere that accomplished, while the return
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to capital from the land was yet high, the rewdrthe labourer would be ample, and a large
surplus would still remain” (1821: 52; 1824: 68268: 65). The alternative, considering
“the natural tendency of population to increaseeiathan capital” — and this Mill purported

to establish — was a “perpetual tendency in wagéallit' until an equilibrium is achieved
(1821: 29; 1824: 45; 1826a: 45). Again, thoughl Mitechnically in error, for the wage falls
even if capital and population decelerate in tandegrdoes describe a falling wage path. 1
warmly recommend these passages to the attentibn &feach, who has opined that there is
not “a single instance in Mill'&lementf the so-called shared-incidence principle” (Peac

2007: 314).

44. Torrens actually asserted that Mill “gives tipé doctrine that profits rise or fall ... in all
cases except in those in which the terms are msgéccording to their accustomed
acceptation but with reference to proportions” @:82.). This is misleading, since Mill
identifiedthe proportions and the rate-of-return cases’®dtter being the “accustomed
acceptation” — and insisted on the validity of itterse relation in such cases. lItis in terms
of quantitythat the relation did not hold good unreservedig ®lill believed that no-one had
ever said otherwise (see above, p. ...regarding Mi#6a: 74). On this latter point, see

Robbins 1958: 55n.

45. Bailey commended Mill for introducing in hisc®nd edition (even before De Quincey)
the contrast betweenmaeasureandcauseof value, but charged him with inconsistent usage,
referring to Mill 1824: 108 (1825: 171n, 205n). IMnade no adjustment in his third edition

(1826: 113).

46. Bailey points out sarcastically that the “ctedithis argument ... is due to Mr.
M’'Culloch, whose authority is cited by Mr. Mill” @5: 217n). For Ricardo’s objections to

Mill in this regard, in his last paper “Absolute Ma and Exchangeable Value”, see 1951-73
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4: 375-6.)
47. The conditions were already formulated infirst edition of theElementq Mill 1821
82), Mill presumably drawing upon Ricardo’s thiB@1) edition of thérinciples(1951-73
1: 43-6). The 1824 version is, however, much exterehd one suspects that Mill benefited
from Ricardo’s draft “Absolute Value and Exchandeabalue,” the language of which
resembles that of Mill: “By far the greatest numbkcommodities which are the objects of
exchange are produced by the union of capital abdur’ rather than by the “extremes”

(Ricardo 1951-73: 405).

48. See also: “That Bailey made little impact oaQulloch is clear from the continuity
between an article which McCulloch published in 8tetsmarn 1824 (February 21) on
exchangeable value, and the position which he iotke first edition of hifrinciples
(O’Brien 1970: 138). Yet allowance must be madeMaCulloch’s tribute in 1825: “The
conditions essential to the production of an irafsle measure of exchangeable value were
first clearly pointed out in thBissertation on the Nature, Measures, and Caus&sbfe
p.17. (1825: 214n). Also to be taken into accoanaipossible impact of McCulloch on

Bailey, on whichsee below p. 91.
49. The “objections” relate to analysis of thesetf of a change in the profit rate.

50. ThePrincipleswas published in December 1825 and@niical Dissertationin June

(seeEnglish Catalogue of Book$914: 166 cited Rauner 1961: 86n).

51. Ricardo’s paraphrase in the 1823 corresporedehilcCulloch’s position reveals his
own position, that to understand the “law” of exafpa value was a necessary preliminary to

specifying the invariability conditions required@measure of value:

We none of us exactly agree. McCulloch says meisn search of a measure of
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value, his only object is to know what it is whiagulates the relative value of
commodities one to another, and that, he inssthd quantity of labour necessary to
produce them. But McCulloch uses the word labowr sense somewhat different to
Political Economists in general, and does not apjzeae to see that if we were in
possession of the law which regulates the exchdmgealue of commodities, we
should be only one step from the discovery of asuemaof absolute value (letter of 31

August 1823; Ricardo 1951--88 377).

52. Elsewhere the termméal wage” indicates theommoditywage, as on 1825: 365 cited

below, p...n).

53. It may also be noted that for both, even shithddevel of prices rise in consequence of a
wage increase, the purchasing power of profits sgandy falls so that the fundamental

theorem still held good (McCulloch 1825: 297; Ramd 951-73L: 8).

54. For example, with capital = 1000 gs (or £1000)hich wages = 500, non-wage capital
(seed etc) = 500 yielding 1200, then profits = 20Q@0% and profit/wages = 2/5. With a
doubled yield but retaining a 2/5 profit-wage rasidheadditional output, profits rise by 2/7
(1200) = 343 to 543 and wages by 5/7 (1200) = 85367. Asshares of net outpybutput
less constant non-wage capital = 500), wages reatalti%, and profits at 29%; but trete

of profit estimated on total capital rises from 20% to 5@60L= 54%.

In another example, McCulloch assumes initialtgapital” of 10,000 quarters (=
£10,000) entailing seed, fodder, wear and teagoipeent = 5,000 + wages = 5000 yielding
12,000 gs, of which 1,000 = taxes, then net prefit®00 = 10% on capital. Keteris
paribus wages fall by 1000, then profits will rise fror@QD to 2000 or from 10 to 20%; if
taxes fallceteris paribugrom 1000 to 500, profits will rise from 100 to 1H0r from 10 to

15%; and if because of technical progress the yists from 12,000 to 13,000, profits (with
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wages at the original 5000) will rise from 100@0D0 or to 20%. The last case is the most

significant, for

though, in this case, after the increased prodeictigs of industry had taken place,
wages would form a less proportion of the wholedpie of industry than they had
done previously, it is to be observed, that thisidished proportion is the
consequencend not the cause of profits having risen; anekefore, in such cases as
this, and they are of very frequent occurrences, titue to say, that the fall of
proportional wages has been occasioned by thefigefits; but the converse of the
proposition is not true, for profits rose from cesishat had nothing whatever to do

with wages, and which were, in fact, totally indegent of them (370).

There also arose the possibility that the pratie remains unchanged though
proportionatewages — the wage share in output — rise. For pkaiwith capital = 1000
composed of 500 seed etc, 500 wages; output = 1@0€s = 100; then profits = 100 or 10%.
Assume that new technology permits the same owjtat400 seed and assume also wages
rise by 100 then (given taxes) profits are unchdrigeugh proportional wages rise from

5/12 to 6/12 of the aggregate output (371-2).

55. In this context, McCulloch uses the term “ngaljes” to indicate the commodity wage as
distinct from proportional wages: “If the produaness of industry were to diminish,
proportional wages might rise, notwithstanding tieal wages, or the absolute amount of the
produce of industry falling to the share of thedater, might be diminished: and if, on the
other hand, the productiveness of industry weliadmease, proportional wages might be
diminished, while real wages might, at the sameibe increased” (1825: 365).

For an exchange regarding the falling commoditgevpath as a feature of classical

theory, including McCulloch’s contribution, see BPle2007a, 2007b and Hollander 2007.
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56. This view is repeated in Blaug'’s textbook 192@6, but is apparently subsequently

removed (1997: ...).
57. On this linkage, see Tucker 1960: 96.

58. Rauner, while claiming an apparent influencd&hitey upon Mill is cautious. He points
out that “Bailey had not been alone in seekinggeeralization of the rent concept. But he
had been among the first and foremost advocati#smEngland. And if Mill, perhaps, drew
more directly from Senior than Bailey, this is tosay that Senior himself was unaware of

the Critical Dissertation although he never explicitly referred to it” (1196.40).

59. Mill goes on to explain that “I first heard [@ome New Principl¢$rom Mr. Senior who
recommended it to me as a book of which he hagladypinion...” (1963-9114: 241).

When the information was conveyed is not specified,evidently it was sometime before
1848. Senior’s own influence on MillRrinciplesappears to be limited to forms of
expression. For example: “As the wages of thedadr are the remuneration of labour, so
the profits of the capitalist are properly, accogdio Mr. Senior’s well-chosen expression,
the remuneration of abstinence....” (19632#00). There is no mention at all of Senior in
the chapter “Of the Law of the Increase of Cagithd none in “Of Profits” apart from the

above-cited definition.

60.0n Bailey’'s charge, see De Quincey 1844: 269-70.

61. For Ricardo’s formulation, see above, p....

62. But Blaug’s textbook for some reason omits tha&ure (1985: 220; 1997: 212).
63. On this classification, see Bowley 1973: 16 Wdlliams 1978 62-7.

64. For criticism of this feature, see Bode’s refee to Bailey's Chapter V, “On Comparing

Commodities at Different Periods,” as deficientattempt[ing] to show that any
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intertemporalcomparison of the value of a commodity must benmmegess.... [I]n all cases
where the periods in question fall within the scopene plan, intertemporal comparison of
value is not only possible but is essential tordtmnality of this plan” (Bode 1935: 344).
The deficiency is ascribed in part “to the factttBailey did not recognize the essence of
subjective value as that of an index of degre@énsubjective economic scale....” Also see
Robbins: “Bailey overstates his case to this exthat he does not mentignospective
value relations through time (1935: 60n). Thiti®e generous, since Baildgniedthe

meaningfulness of intertemporal value comparisons.

65. As for general purchasing power, the relati@s wsymmetric. A variation in the money-
corn exchange rate would not indicate that the igg¢ipeirchasing ofmoneyhad changed:
“Broad, glaring, and incontrovertible facts shohattfor short periods monelpesperform

the function of measuring the variations in theegahpower of purchasing possessed by the
corn; but that the corn does not measure the y@mgtn the general power of purchasing
possessed by the money” (1986 [18&778). This point is made against Bailey’s positio
(1825: 117) that money would not “be here dischrag@ particular function more than the

other commodity” (also 81, regarding Bailey 18262)L

66. Cf. “It is universally acknowledged that theannot be an accurate measure [of general

purchasing power].”

67. The objections to the latter two are readilymarized. Bailey implied by them what
was patently untrue: “Secondly, that the valuearh in one year cannot be compared with
the value of corn in another, because value demotigsa relation between two things at the
same time. And thirdly, that the comparative sireesk in the value of the precious metals,
for short periods, is of no service to them in¢hpacity of a measure of value” (1986 [1827]

8: 87).
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68. In the 1823 correspondence Ricardo had objelctgdommoditiesnot labourare in fact

advanced (1951-72 381).

69. That “proof” starts out by positing the identitylabour embodied and commanded; and
then modifies the situation by allowing for capifat time) so that a profit element has been

included, which implies an excess of labour comnednalver labour embodied.

70. Given Malthus’s objectives, it would have beeeferable had he reworked his table.
The table as it stands is misleading sin@®mmencewith a known profit rate and appears
to build up to column 7 — the constant value ofwlage. His true position — at least in the
1827 version — is that the profit rate emerges ftbenconstancy of the wage. This is better
conveyed by commencing with the constant valudefwage at (saynity and then

allowing for different labour inputs into the wa@mving to changes in the magnitude of the
basket and/or changes in labour productivity) witbfits yielded as the residual. This in
contrast to Ricardo’s procedure which setiay’s labour as “unity”’and derives profits as a

residual varying inversely with the fraction of ayts labour embodied in the wage.
71. See also above regarding 1986 [1&2B3-4.

72. 1 do not maintain aidentity of the Ricardo and Malthus positions. The diffexes
between them — which include, apart from the disvier the measure of value, alternative
causal sequences and alternative perspectivesea@ytitegate demand problem — are spelled

out in Hollander 1997: Chapter 10.

73. See Ricardo’s agreement with Malthus on tHeagatommodity wage in his Note 61, in
1951-732: 124. He insisted, however, that theneywalueof the lower commodity wage

necessarily rises only with the Ricardo measure.

74. See also Malthus’s protest, in correspondehd83i with Whewell, that Jones had gone
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too far in his rejection of the orthodox positiedating to growth subject to land scarcity (de

Marchi and Sturges 1973: 385-6, 389).

75. This view has filtered down. Thus a New Schweb site
(cepa.newschool.edu/het/schools/anti.htm) hasall@xfing underSamuel Bailey “Pointed
out the logical difficulties of both the labor thigaf value and Ricardo’s ‘invariable
measure.” An early promoter of the theory of sitgi@nd the generalization of the Ricardian

theory of rent, thus can be considered a precurfsthie Marginalist Revolution.”

76. Schumpeter does add a reference to Bailstter to a Political EconomigtL826), as
responding to “a grossly unfair criticism in téestminster Revieihe review now known

to have been written by James Mill.

77. It is not clear that Seligman read the pampddetfully; see the comment by Sraffa in

Ricardo 1951-73: 27n, regarding Seligman 1903: 351.

78. As an example of the complexities involved,sider the fact that despite Say’s
representation of the invariable standard as ae*phimera,” he nonetheless actually adopted
Malthus’s measure — which Bailey, of course rejgct®n this matter, see Hollander
2005:43.

The analogy between land rents and payments tedgkabour exceeding reimbursement
of training costs, is to be found in Storch 1823(8Villiams 1978: 48).
79. “In its proper sense the remunerating pricargfthing is its natural price — the price
which replaces the capital employed in its productiith the average profit of capital at the

same time and place” (Senior 1821:474).
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