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Chapter 5: On Wages 
The natural price of labour is ‘that price which is necessary to enable the labourers, one with another, 
to subsist and to perpetuate their race, without either increase or diminution.’1 Subsistence is of course 
a function of the real wage: ‘[t]he power of the labourer to support himself, and the family which may 
be necessary to keep up the number of labourers, does not depend on the quantity of money which he 
may receive for wages, but on the quantity of food, necessaries, and conveniences become essential to 
him from habit, which that money will purchase.’2

From this Ricardo draws the conclusion that the natural price of labour exhibits a long term tendency 
to rise, because ‘one of the principal commodities by which its natural price is regulated’ (Ricardo 
means corn) tends over the long term to become more expensive, even if ‘improvements in agriculture 
[and] the discovery of new markets […] may for a time counteract […] [this] tendency […].’

 Given the subsistence real wage, then, the money 
wage will move with the price level. 

3

The market price of labour is the price, under the effect of supply and demand, it actually sells at on the 
market; nevertheless, as is the case with other commodities, ‘[h]owever much the market price of 
labour may deviate from its natural price, it has, like commodities, a tendency to conform to it.’

 

The natural price of commodities in general (‘excepting raw produce and labour’), however, display a 
long term tendency (‘in the progress of wealth and population’) to fall: this is due to the cheapening 
effect of technical and scientific advancements, which more than offset the effect on price of ever more 
expensive raw materials. 

4

When the market price of labour is below its natural price, the condition of the labourers is most 
wretched […]. It is only after their privations have reduced their number, or the demand for labour 
has increased, that the market price of labour will rise to its natural price, and that the labourer will 
have the moderate comforts which the natural rate of wages will afford.

 The 
mechanism by which this occurs is as follows: 

[…] when the market price of labour exceeds its natural price, […] the condition of the labourer is 
flourishing and happy, [and] […] he has it in his power […] to rear a healthy and numerous family. 
When, however, […] the number of labourers is increased, wages again fall to their natural price 
[or] […] sometimes fall below it. 

5

[…] [N]o sooner may the impulse, which an increased capital gives to a new demand for labour be 
obeyed, than another increase of capital may produce the same effect; and thus, if the increase of 
capital be gradual and constant, the demand for labour may give a continued stimulus to an increase 
of people.

 

However, and despite this tendency, ‘in an improving society’ the market price of labour may stand 
above its natural price for an extended periods of time’. 

6

                                                           
1 David Ricardo, Principles of Political Economy and Taxation, in Pierro Sraffa, The Works and Correspondence of David 
Ricardo, vol. 1 (Indianapolis, 2004) (hereafter P), p. 93. 
2 P, p. 93. 
3 P, p. 93. 
4 P, p. 94. 
5 P, p. 94. 
6 P, p. 95. 
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Ricardo defines ‘capital’ as ‘that part of the wealth of a country which is employed in production, and 
consists of food, clothing, tools, raw materials, machinery, &c. necessary to give effect to labour.’7 If 
the physical amount of capital in a country increases, because, for example, ‘[a]n addition […] be made 
to the food and clothing of a country’,8 then this will positively influence the market price of labour, 
since a rise in the physical mass of capital will cause a rise in the demand for labour. However, whether 
the value of capital rises depends on whether or not the addition to the mass of capital results, owing to 
the use of machinery, from an increase in labour expended or no. In the first case set out here, of the 
value of capital increasing, then the natural price of labour, ‘which always depends on the price of 
food’,9

with every improvement of society, with every increase in its capital, the market wages of labour 
will rise; but the permanence of their rise will depend on the question, whether the natural price of 
labour has also risen; and this again will depend on the rise in the natural price of those necessaries 
on which the wages of labour are expended.

 will rise; in the latter, it will remain constant, or even fall. Ricardo draws the following 
conclusion. 

10

Ricardo notes that the natural price of labour will vary over time and across geographical regions, i.e. 
that ‘subsistence’ here includes what Marx will call ‘a historical and moral element’.

  

11

Over the long term, the tendency is that ‘raw products’ will rise in price and manufactured goods will 
fall, with the consequence that ‘a labourer, by the sacrifice of a very small quantity only of his food, is 
able to provide liberally for all his other wants.’

 

12

Ricardo, after reminding us that he is disregarding ‘variations in the value of money’,

 
13

The demand for labour is conditioned by the accumulation of capital (‘the means of employing 
labour’

 observes that, 
taking into account the above, wages will rise or fall according to (1) the supply of and demand for 
labour, and (2) the price of those commodities wages are spent on. 

14), and this depends in the first place on the ‘productive powers of labour’,15

In ‘new settlements’ (i.e. the colonies), where ‘the arts and knowledge of countries far advanced in 
refinement are introduced’,

 which these in turn 
depend on the ready availability of fertile land.  

16 the accumulation of capital will outstrip the growth of population and the 
rise in the price of labour would only be checked by an influx of new labourers. But here, as fertile land 
is used up, the productivity of labour falls, and with it the extent of the accumulation of capital.17

                                                           
7 P, p. 95. 
8 P, p. 95. 
9 P, p. 95. 
10 P, p. 96. 
11 Karl Marx, Capital vol. 1 (Harmondsworth, 1990), p. 275. 
12 P, p. 97. 
13 P, p. 97. 
14 P, p. 98. 
15 P, p. 98. 
16 P, p. 98. 
17 ‘[…] [T]he surplus produce remaining, after satisfying the wants of the existing population, must necessarily be 
in proportion to the facility of production […].’ P, p. 98. 

 As 
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long as the increase in the productivity of labour (dependent on the availability of fertile land) outstrips 
the growth in population wages will rise. Eventually, therefore, wages will stagnate.18

Under conditions of ‘a population pressing against the means of subsistence’,

 
19 improvement in living 

conditions can only come from either a decline in population or a more rapid accumulation of capital. 
The latter is not an option in richer countries, ‘where all the fertile land is already cultivated’.20

Over the long term, then (‘in the natural advance of society’

 
21

Ricardo appears to argue that money wages must rise over time, otherwise the labourers would be 
forced below subsistence. ‘If, then, the money wages of labour should fall, whilst every commodity on 
which the wages of labour were expended rose, the labourer would be doubly affected, and would be 
soon totally deprived of subsistence. Instead, therefore, of the money wages of labour falling, they 
would rise.’

), given the tendency of population (which 
governs the supply of labour) to rise and the tendency of the accumulation of capital (which governs its 
demand) to slow, wages will tend to fall. But in addition to this, there is also the effect of the increasing 
price of subsistence goods.  

22

Let us imagine that wages are spent one part on corn, and one part on other necessities. If the latter is 
constant in price then even if money wages rise to maintain the labourer’s overall consumption then the 
overall wage in terms of corn will fall.

 Nevertheless, the real wage, measured in corn, would fall, even if money wages were to 
rise. 

23 In addition to this, in function of the degree to which ‘raw 
products’ enter into their production, the other components of the wage basket (other than corn, that 
is) will also rise in value.24

                                                           
18 Ricardo imagines ‘countries where there is abundance of fertile land, but where, from the ignorance, indolence, 
and barbarism of the inhabitants, they are exposed to all the evils of want and famine and where it has been said 
that population presses against the means of subsistence.’ (P, p. 99) Here, the remedy for the miserable 
conditions of the population is for them ‘to be better governed and instructed […].’ A passage at this point in 
the text from the first edition, omitted from the third, makes it clear that Ricardo here is talking about Ireland. 
‘The facility with which the wants of the Irish are supplied, permits that people to pass a great part of their time 
in idleness: if the population were diminished, this evil would increase, because wages would rise, and therefore 
the labourer would be enabled, in exchange for a still less portion of his labour, to obtain all that his moderate 
wants require.’ David Ricardo, On the Principles of Political Economy and Taxation (London, 1817), p. 101. 
19 P, p. 99. 
20 P, p. 99. 
21 P, p. 101. 
22 P, p. 102. 
23 If 

 

q is the money price of a quarter of corn, and the labourer consumes c quarters of corn along with other 
means of subsistence of a (constant)  price n  , then the money wage w will be given by nqcw +⋅= and the real 

wage in terms of corn by 
q
ncwc += . As q rises, w increases and cw  falls.  

24 ‘Although his tea, sugar, soap, candles, and house rent, would probably be no dearer, he would pay more for 
his bacon, cheese, butter, linen, shoes, and cloth […]’; the former group of commodities are imported or 
principally made from imported raw produce, or are not manufactured (house rents). (P, p. 104) Later in the 
volume Ricardo makes the following observation: ‘There are few commodities which are not more or less 
affected in their price by the rise of raw produce, because some raw material from the land enters into the 
composition of most commodities. Cotton goods, linen, and cloth, will all rise in price with the rise of wheat; but 
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Ricardo notes that although the landowner and the labourer appear to be affected in the same way by 
the increasing difficulty of producing an additional quantity of food as new, less fertile land is brought 
under production in that as a consequence of this fact both money wages and money rents, the 
situation of both is different from the point of view of real (corn) wages and real (corn) rents, which 
fall and rise respectively.25

(Ricardo disposes of the argument that a rise in wages occasions a general rise in prices through the use 
of an unconvincing reductio ad absurdum.  If wages rise because an increased accumulation of capital 
occasions an increase in demand for labour then this will be accompanied by an increase in the 
production of commodities, and the circulation of these commodities will suppose an increase in 
demand for gold (the money commodity). In these circumstances, gold will rise in price (because of the 
increase in demand) and, therefore, all other prices (expressed in gold) will fall. But if it were true that 
the rise in wages would cause a general rise in prices, then prices would have to simultaneously rise and 
fall.

 

Ricardo therefore suggests the following mechanism to lie behind the determination of wages. The 
natural price of labour – determined by subsistence – displays a long term tendency to rise, owing to 
the fact that one of its central components, corn, will over the long term require more labour for its 
production. More labour, so to speak, will, over time, be required to produce labour. The rise in value 
for ‘raw produce’ (agricultural products and the products of mining), owing to the necessity of 
increasing recourse to less fertile land and less productive mines, will feed into manufactures in 
function of their manufacture being dependent on such products as inputs. Notice here that for 
Ricardo that although rising wages are accompanied by rising prices, the former is not the cause of the 
latter; rather, both are consequences of the same cause, the increasing difficulty (in terms of labour) of 
producing raw produce. 

26 The gold in question being of foreign providence would not resolve the matter, for now a general 
rise in prices would not generate the necessary influx of gold to facilitate increased commodity 
circulation but would occasion an outflux of gold toward comparatively cheaper commodities 
abroad.27

                                                                                                                                                                                                 
they rise on account of the greater quantity of labour expended on the raw material from which they are made, 
and not because more was paid by the manufacturer to the labourers whom he employed on those commodities. 
‘In all cases, commodities rise because more labour is expended on them, and not because the labour which is 
expended on them is at a higher value. Articles of jewellery, of iron, of plate, and of copper, would not rise, 
because none of the raw produce from the surface of the earth enters into their composition.’ (P, pp. 117-18) 
25 Rent (which exists on all land except the least fertile) is the product additional to the net surplus product on 
the least fertile land. As more and less fertile land is brought into production, more of the total product is 
converted into rent. But as more and less fertile land is brought into production, the productivity of agricultural 
labour falls and the price of the agricultural product to rise as well: not only does rent rise in real terms, its per-
unit price does too. ‘The rise in the money value of rent is accompanied by an increased share of the produce; 
not only is the landlord’s money rent greater, but his corn rent also; he will have more corn, and each 
defined measure of that corn will exchange for a greater quantity of all other goods which have not been 
raised in value.’ (P, p. 101) 
26 ‘[…] [T]o say that commodities will rise, because wages rise, is to affirm a positive contradiction; for we first 
say that gold will rise in relative value in consequence of demand, and secondly, that it will fall in relative value 
because prices will rise, two effects which are totally incompatible with each other.’ (P, pp 104-5) 

) 

27 ‘All commodities cannot rise at the same time without an addition to the quantity of money. This addition 
could not be […] imported from abroad [for] [t]o purchase any additional quantity of gold from abroad, 
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The conclusion that Ricardo draws from all this is that ‘wages should be left to the fair and free 
competition of the market, and should never be controlled by the interference of the legislature.’28 This 
means opposition to the Poor Laws: ‘No scheme for the amendment of the poor laws merits the least 
attention, which has not their abolition for its ultimate object […].’29

                                                                                                                                                                                                 
commodities at home must be cheap, not dear. The importation of gold, and a rise in the price of all home-made 
commodities with which gold is purchased or paid for, are effects absolutely incompatible.’ (P, p. 105) 
28 P, p. 105. 
29 P, p. 107. 

 

 


