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Chapter 46: Rent of Buildings. Rent of Mines. Price of Land1 
Rent exists 

[w]herever natural forces can be monopolised and give the industrialist who makes use of them a surplus profit, 
whether a waterfall, a rich mine, fishing grounds or a well-situated building site, the person indicated as the 
owner of these natural objects, by virtue of his title to a portion of the earth, seizes this surplus profit from the 
functioning capital in the form of rent.2 

And wherever rent exists, differential rent exists. 

 

I  Rent on land for building3 

Marx notes that Adam Smith notes that the basis of the rent of non-agricultural land is governed by agricultural 
rent; in the case of land for building, the question of location is of characteristic importance (and the analogy here 
is with vineyards) on the differential rent. 

Another characteristic of building land is ‘the palpable and complete passivity displayed by the owner, whose 
activity consists simply in exploiting advances in social development […], towards which he does not contribute 
and in which he risks nothing, unlike the industrial capitalist […].’4 Finally, Marx notes the tendency towards 
monopoly pricing.5 

The rise in population, and the consequent growing need for housing, is not the only factor that necessarily 
increases the rent on buildings. So too does the development of fixed capital, which is either incorporated into 
the earth or strikes root in it, like all industrial buildings, railways, factories, docks, etc., which rest on it. It is 
impossible […] to confuse house-rent, in as much as this is interest and amortisation for the capital invested 
in the house, with rent of land pure and simple, particularly when, as in England, the landowner and the 
speculative builder are completely different persons. Two elements come into consideration here: on the one 
hand the exploitation of the earth for the purpose of reproduction or extraction, on the other the space that is 
required as an element for any production and any human activity. On both counts landed property demands 
its tribute. The demand for building land raises the value of land as space and foundation, while at the same 

                                                           
1 Even though this part of the volume appears as a separate chapter, in the original manuscript I is no more than a 
continuation of the text from which Engels extracted the material for the previous chapters. Between the text which forms 
the previous chapter and this there is not even a subheading, just a normal paragraph break. Cf. Karl Marx, Marx’s 
Economic Manuscript of 1864–1865, trans. Ben Fowkes, ed. Fred Moseley (Boston & Leiden, 2015). 
2 Karl Marx, Capital volume 3 (Harmondsworth, 1981) [hereafter C3], p. 908. 
3 Where I insert my own subheadings they appear, as here, in sans-serif type. 
4 C3, p. 908. 
5 ‘[P]overty is a more fruitful source for house-rent than the mines of Potosi were for Spain […]; the tremendous power 
this gives landed property when it is combined together with industrial capital in the same hands enables capital practically 
to exclude workers engaged in a struggle over wages from the very earth itself as their habitat.’ (C3, p. 908) 
Marx references Engels, writing in 1844 of a coal miners’ strike: 
‘Thus the strike had continued well on towards four months, and the mine owners still had no prospect of getting the 
upper hand. One way was, however, still open to them. They remembered the cottage system; it occurred to them that the 
houses of the rebellious spirits were THEIR property. In July, notice to quit was served the workers, and, in a week, the 
whole forty thousand were put out of doors. This measure was carried out with revolting cruelty. […] Soldiers and police 
in crowds were present, ready to fire at the first symptom of resistance, on the slightest hint of the Justices of the Peace, 
who had brought about the whole brutal procedure. This, too, the working-men endured without resistance. The hope had 
been that the men would use violence; they were spurred on with all force to infringements of the laws, to furnish an 
excuse for making an end of the strike by the intervention of the military. The homeless miners, remembering the 
warnings of their Attorney General, remained unmoved, set up their household goods upon the moors or the harvested 
fields, and held out.’ (Frederick Engels, ‘The Condition of the Working-Class in England’, in Karl Marx and Friedrich 
Engels, Karl Marx Frederick Engels Collected Works, vol. 4 (London, 2010), pp. 534-4) 
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time there is a growing demand for those elements of the earth’s physical constitution that serve as building 
material.6 

In the case of urban development, it is the ground-rent that provides the economic impetus, not profit on the 
buildings themselves.7 ‘It should not be forgotten in this connection that after the leasehold has expired, and this 
is ninety-nine years at the most, the land together with all the buildings on it, and with a ground-rent that has in 
the meantime generally doubled, tripled or more, reverts from the speculative builder or his heir to the original 
ultimate landowner.’8 

 

II  Rent of mines 

The rent on mines is determined in exactly the same way as the rent on agricultural land. Marx cites Adam Smith: 

There are some [mines] of which the produce is barely sufficient to pay the labour, and replace, together with 
its ordinary profits, the stock employed in working them. They afford some profit to the undertaker of the 
work, but no rent to the landlord. They can be wrought advantageously by nobody but the landlord, who, being 
himself undertaker of the work, gets the ordinary profit of the capital which he employs in it. Many coalmines 
in Scotland are wrought in this manner, and can be wrought in no other. The landlord will allow nobody else 
to work them without paying some rent, and nobody can afford to pay any.9 

Marx now makes the following important point. Is the price of the product of the mine the cause of the rent, or 
is the rent the cause of the price? The distinction is the following. In the case, for example, of an expensive wine, 
produced with the produce of an exclusive vineyard, the price that its producer is able to realise is over and above 
both its price of production and its value. This case is analogous to the (very small) class of commodities Ricardo 
considers in the beginning of the Principles, whose price, by virtue of the fact that their production is not 
expandable, is determined solely by demand.10 These commodities are sold according to what Marx calls an 

                                                           
6 C3, p. 909. 
7 ‘How capitalist production has revolutionised house building in London can be seen from the evidence given by a builder 
to the Bank Acts Committee of 1857. In his youth, he said, houses were generally built to order, and the price was paid to 
the contractor in instalments as stages of the construction were completed. There was little speculative building; 
contractors would resort to this principally just to keep their workers regularly occupied and hold their labour force 
together. In the last forty years all that has changed. There is now little building to order. If someone wants a new house, 
he looks for one that has already been built on speculation, or is already in the process of being built. Today the contractor 
no longer works directly for a client, but rather for the market; just like any other industrialist, he has to have finished 
goods for sale. Whereas previously a contractor might have built three or four houses at a time on speculation, he now has 
to buy an extensive piece of land (in the Continental sense, he leases it, usually for ninety-nine years), erect on it up to 100 
or 200 houses, and thus involve himself in an undertaking that exceeds his own means some twenty to fifty times over. 
Funds are procured by taking out a mortgage, and this money is put at the contractor's disposal bit by bit as the building of 
the houses progresses. If a crisis breaks out, bringing the payment of these instalments to a halt, then the whole 
undertaking generally collapses; in the best case, the houses remain uncompleted until better times while in the worst they 
are auctioned off at half price. It is impossible nowadays for any contractor to get along without speculative building, and 
on a large scale at that. The profit on the actual construction is extremely slight; the main source of profit comes from 
raising the ground rent, and from the clever selection and exploitation of the building land. Almost the whole of Belgravia, 
Tyburnia and the countless thousands of villas around London have been built in this way, by speculative anticipation of 
the demand for houses.’ (Karl Marx, Capital, vol. 2 (Harmondsworth, 1978), pp. 311-12) 
8 C3, p. 910. 
9 Adam Smith, An Inquiry into the Nature and Causes of the Wealth of Nations, vol. 1 (Indianapolis, 1981), p. 182. 
10 ‘There are some commodities, the value of which is determined by their scarcity alone. No labour can increase the 
quantity of such goods, and therefore their value cannot be lowered by an increased supply. Some rare statues and 
pictures, scarce books and coins, wines of a peculiar quality, which can be made only from grapes grown on a particular 
soil, of which there is a very limited quantity, are all of this description. Their value is wholly independent of the quantity 
of labour originally necessary to produce them, and varies with the varying wealth and inclinations of those who are 



3 

‘independent monopoly price’,11 with respect to which whether or not their producer pays a rent or not is 
immaterial. The surplus profit in this case ‘is transformed into rent and accrues in this form to the landowner by 
virtue of his title to the portion of the earth endowed with these special properties.’12 Although Marx says here 
that in this case it is the price that creates the rent; this is not strictly true. It is the price (determined by the 
preponderance of demand over supply) that creates the surplus profit; what creates the rent is the ownership (and 
monopolisation) of and over the non-reproducible resource that acts as indispensable means of production.13 

In the case, however, of a ‘normal’ product of agricultural land (corn, let us say), which is sold both above its price 
of production and its value (because of monopoly land-holding imposing a ‘barrier […] against the rent-free 
investment of capital on untilled land’14) it is not the monopoly price that creates the rent (although it is a monopoly 
price15) but, in the sense that the rent (as an economic form) derives from the monopoly ownership of land, the 
rent that creates the price.16 

 

III  The mystificatory nature of the price of land 

Marx now notes that all this, however, ‘is concealed by the fact that the capitalised rent […] appears as the price 
of land, which can be bought and sold just like any other item of trade.’17 For the buyer of the land, the claim to 
rent (which is a claim on a future income stream) appears as a return on a simple investment: rent appears as 
interest on his capital.18 But the purchase does not create the return on investment (the income stream), because 
that was there already: this was already created by the relations of production. But although these relations of 
production create the conditions for the buying and selling of land and all that this entails, they will, one day, be 
superseded. 

Once these [relations of production] have reached the point where they have to be sloughed off, then the 
material source, the economically and historically justified source of the title that arises from the process of 
life's social production, disappears, and with it all transactions based on it. From the standpoint of a higher 
socio-economic formation, the private property of particular individuals in the earth will appear just as absurd 
as the private property of one man in other men. Even an entire society, a nation, or all simultaneously existing 
societies taken together, are not the owners of the earth. They are simply its possessors, its beneficiaries, and 
have to bequeath it in an improved state to succeeding generations, as boni patres familias. 

                                                           
desirous to possess them.’ (David Ricardo, Principles of Political Economy and Taxation, in Pierro Sraffa, The Works and 
Correspondence of David Ricardo, vol. 1 (Indianapolis, 2004), p. 12) 
11 C3, p. 910. 
12 C3, p. 910. 
13 There are therefore two monopolies at play here: one over the product, which creates the price; and one over the land, 
which creates rent out of a part of the price. 
14 C3, p. 910. 
15 It is a monopoly price – and the rent a monopoly, as opposed to absolute, rent – because the price of the product is 
above not only the product’s production price but also its ‘value price’; the distinction is that in the case of absolute rent 
(surplus profit arising from the commodity’s price being above its production price but below, or equal to, its ‘value price’) 
surplus value that would have entered the profit rate equalisation process is prevented from doing so (by being 
appropriated by the landlord), whereas in the case of monopoly rent (arising from a monopoly price) surplus-value from 
outside the sector is transferred in, and then appropriated as rent. 
16 Although strictly speaking it is the monopoly ownership of the land that creates both the existence of surplus profit and, 
subsequently, its transformation into rent (even though, there could not be, in this case, surplus profit withiut it being 
transformed into rent. 
17 C3, p. 911. 
18 ‘In exactly the same way, it appears to the slave-owner who has bought a Negro slave that his property in the Negro is 
created not by the institution of slavery as such but rather by the purchase and sale of this commodity.’ (C3, p. 911) 
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Capitalist property in land is distinguished by the way in which a land market is created in which land is traded as 
a financial asset like all others.19 As a consequence, one of the determinations of the price of land is the prevailing 
rate of interest: like all financial assets, whose price is determined by capitalising an income stream, if the rate of 
interest rises, its price falls (and vice versa).20 

Clearly, it is also the case that the price of land will increase if the rent increases. Rent will increase if the selling 
price21 of the product rises; in this case, the rate of differential rent always rises, independently of the level of rent 
on the worst land:22 with a rise in price, a greater part of the agricultural product is transformed into surplus profit; 
on the worst land, the price rise creates rent for the first time (and creates the price of land). 

As we have seen, however, rent can also grow even if the price of the agricultural product does not rise.  

At constant prices, if new land of better quality is brought under cultivation, rent will rise (the amount of ‘rent-
bearing product’ will increase). Rent will also increase (at constant prices) with an increase in capital investment 
on rent-bearing land, if the new capital investments are sufficiently rent-creating. 

If the price of the agricultural falls rent may also rise, if there is a sufficiently large increase in the productivity of 
labour. 

 

* * * 

 

Marx now makes the following tangential, yet very important, point. 

Against the notion that there is a limit to the amount to the amount of capital that can be productively invested 
into the land, on account of the land’s consequent exhaustion, Marx counters that this false belief was in part 
based on the low level of development of the state of agricultural chemistry and an ignorance of its benefits. 

In fact, and unlike the case of industrial means of production, the earth is ‘made to bring fruit just because the 
earth itself functions as an instrument of production, which is not the case with a factory, where it functions only as 
the foundation, the site, the spatial basis of operations […].’23 Modern industry functions on the basis (and this is 
its point of departure with respect to handicraft production) of ‘concentrat[ing] a great productive installation in 

                                                           
19 ‘When trade in land is reduced to a special branch of the circulation of interest-bearing capital, then, I […] argue, 
landownership has achieved its true capitalistic form.’ David Harvey, The Limits to Capital (Oxford, 1982), p. 347. For 
Harvey, as a consequence, land titles are a form of fictitious capital. 
20 As we have already seen: 
‘The formation of fictitious capital is known as capitalisation. Any regular periodic income can be capitalised by reckoning 
it up, on the basis of the average rate of interest, as the sum that a capital lent out at this interest rate would yield. For 
example, if the annual income in question is £100 and the rate of interest 5 per cent, then £100 is the annual interest on 
£2,000, and this £2,000 is then taken as the capital value of the legal ownership title to this annual £100.’ (C3, p. 597) 
‘It follows […] that, taking the ground-rent as a constant magnitude, the price of land will rise or fall in inverse ratio to the 
rate of interest. If the standard rate of interest should fall from 5 per cent to 4, an annual ground-rent of £200 would 
represent the annual valorisation of a capital of £5,000 instead of one of £4,000 and so the price of the same piece of land 
would rise from £4,000 to £5,000, or from twenty years’ purchase to twenty-five. In the opposite case, vice versa. This 
movement in the price of land is governed simply by the rate of interest and is independent of the movement of ground-
rent itself.’ (C3, p. 761) 
21 ‘Selling price’: the price determined by the interplay of supply and demand, independently of the ‘market price’, the price 
of production of the highest cost land. 
22 ‘By the rate of differential rent we mean the ratio between the part of surplus-value that is transformed into rent, and the 
capital advanced to produce the agricultural product. This is different from the ratio between the surplus product and the 
total product, for the total product does not include all the capital advanced, i.e. it does not include the fixed capital, which 
continues to exist alongside the product.’ (C3, p. 912) 
23 C3, p. 916. 
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a small space’;24 however, once this is done, ‘an expansion of production also requires an expansion outwards.’25 
The factory, in short, constrains. 

Unlike the earth, the fixed capital invested in machinery, rather than being improved through use, depreciates; 
when there is a rapid development in the level of productivity, machinery that has not fully physically deteriorated 
needs to be scrapped and replaced. In the case of the earth, on the other hand, as long as it is treated correctly, 
successive capital investments reap their reward without the effect of previous ones being lost. 

                                                           
24 C3, p. 916. 
25 C3, p. 916. 


