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Interest
First— That it is not capital which employs labor, but labor which employs capital.

Second— That capital is not a fi xed quantity, but can always be increased or decreased, (1) by the greater 
or less application of labor to the production of capital, and (2) by the conversion of wealth into capital, or 
capital into wealth, for capital being but wealth applied in a certain way, wealth is the larger and inclusive 
term.   Progress & Poverty Bk3 Ch 5

The relation between wages and interest is determined by the average power of increase which 
attaches to capital from its use in reproductive modes. As rent arises, interest will fall as wages 
fall, or will be determined by the margin of cultivation.  Progress & Poverty Bk3 Ch 5

 Thus the three laws of distribution are brought into mutual support and harmony, and the fact that 
with material progress rent everywhere advances is seen to explain the fact that wages and interest do not 
advance.

Recommended reading for all participants:
 1. Progress & Poverty. Henry George. (Condensed edition)
 2. The Wonderful Wealth Machine. Phil Grant.

This seriies of leafl ets “Wealth” “Land Labour & Capital” “Rent Wages & Interest” and this “Ethics”
have been produced by the Melbourne School of Economics, 27 Hardware St., Melbourne, Victoria.3000



Rent Wages
...wages are produced by the labor for which they are paid, and should, other things being equal, increase 
with the number of laborers.

“...are in reality drawn from the product of the labor for which they are paid.*
* We are speaking of labor expended in production,

For, besides the independent laborers who in every community exist in considerable numbers, the agriculture 
of large districts of Europe has, since the time of the Roman Empire, been carried on by the metayer system, 
under which the capitalist receives his return from the laborer instead of the laborer from the capitalist.   
                 Progress & Poverty Bk1 Ch 3

In this legal maxim is embodied the truth for which I am contending. Production is always the mother of 
wages. Without production, wages would not and could not be. It is from the produce of labor, not from the 
advances of capital that wages come.                Progress & Poverty Bk1 Ch 3

I dwell on this obvious fact that labor always precedes wages, because it is all-important to an understanding 
of the more complicated phenomena of wages that it should be kept in mind.      Progress & Poverty Bk1 Ch 3

There is, of course, no such thing as a common rate of wages, in the sense that there is at any given time and 
place a common rate of interest. Wages, which include all returns received from labor, not only vary with 
the differing powers of individuals, but, as the organization of society becomes elaborate, vary largely as 
between occupations. Nevertheless, there is a certain general relation between all wages, so that we express 
a clear and well-understood idea when we say that wages are higher or lower in one time or place than in 
another. In their degrees, wages rise and fall in obedience to a common law.       Progress & Poverty Bk1 Ch 6

“Wages depend upon the margin of production, or upon the produce which labor can obtain at the highest point of 
natural productiveness open to it without the payment of rent.”                                Progress & Poverty Bk1 Ch 6

The term rent, in its economic sense— that is, when used, as I am using it, to distinguish that part of the 
produce which accrues to the owners of land or other natural capabilities by virtue of their ownership—
differs in meaning from the word rent as commonly used. In some respects this economic meaning is 
narrower than the common meaning; in other respects it is wider

In common speech we speak of rent only when owner and user are distinct persons. But in the economic 
sense there is also rent where the same person is both owner and user. Where owner and user are thus the 
same person, whatever part of his income he might obtain by letting the land to another is rent, while the 
return for his labor and capital are that part of his income which they would yield him did he hire instead of 
owning the land.

Rent is also expressed in a selling price. When land is purchased, the payment which is made for the 
ownership, or right to perpetual use, is rent commuted or capitalized.

Rent, in short, is the share in the wealth produced which the exclusive right to the use of natural 
capabilities gives to the owner. Wherever land has an exchange value there is rent in the economic meaning 
of the term. Wherever land having a value is used, either by owner or hirer, there is rent actual; wherever it 
is not used, but still has a value, there is rent potential. It is this capacity of yielding rent which gives value 
to land. Until its ownership will confer some advantage, land has no value.

The term ‘rent’ is preferred to ‘tax’ on the grounds that the latter implies a prior personal right to the value 
of the bare earth, which in truth, carried no value at all until the community arose to give it one. ‘Rent’ 
also acknowledges the fact that, ultimately, we are all tenants on an earth we neither created nor can exist 
without.   Steve Wall

“The rent of land is determined by the excess of its produce over that which the same application can 
secure from the least productive land in use.”  Progress & Poverty. Bk3 Ch2.

Thus the three laws of distribution are brought into mutual support and harmony, and the fact that with 
material progress rent everywhere advances is seen to explain the fact that wages and interest do not 
advance.

Rent must never be confused with taxes, which are a forced levy on private property and incomes. Rent 
is a channel or category of the distribution of wealth. Taxes are not even remotely related to economic 
distribution, but are a seizure by governments of wealth which has already been both produced and 
economically distributed.

The Oxford dictionary defi nes taxation as (inter alia) a compulsory contribution to public revenue. This 
defi nition is only popularly correct, and is in error in implying that the wealth taken in taxation becomes 
public revenue. In ethics it remains private revenue, taken by misgovernment and used as public revenue, 
just as stolen property remains the property remains the property of the true owner, though used as the 
property of the thief; no legal or logical chicanery or alchemy can ever transform it into the property of the 
thief.
                                                             Arthur Dowe


