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Preface

There is something odd about the way most urban economic theory conceives 
of  cities.

Political economy is generally understood as the study of  how the economy 
shapes, and is shaped by, the legal, political and social institutions of  a society. It 
studies the interactions between the economy, politics and society. Urban politi-
cal economists therefore focus on the economic, political and social factors that 
affect urban development and urban life. 

There are different schools of  urban political economy. Some, influenced by 
micro economics, describe how free markets and the economic law of  supply and 
demand can explain issues as diverse as urban employment, housing, public trans-
port, crime and local government finance. In contrast, Keynesian-influenced urban 
economists focus on the size and performance of  urban economies. They measure 
the economic output of  urban-based industries (such as manufacturing, construc-
tion, and wholesale and retail trade), household income and expenditure, and gov-
ernment spending. Eurostat, for example, publishes the ‘Gross domestic product 
(GDP) at current market prices by metropolitan regions’ for major cities through-
out Europe, and the Bureau of  Economic Analysis in the United States measures 
‘Gross Domestic Product by County’. In the third major school of  urban economics, 
Marxist urban political economists often use labour, capital and the class struggle to 
explain cities holistically (showing why cities develop unevenly over time, or why par-
ticular patterns of  suburbanisation develop as they do) and to explain specific urban 
issues (such as patterns in the built environment, the spatial distribution of  unem-
ployment and homelessness, and the causes of  urban wealth and urban poverty). 

These theories are making an important contribution to our knowledge of  
cities. This is more important now than ever before. Today, for the first time in 
human history, more than half  of  the world’s population lives in cities. If  current 
population trends continue unabated, more than two-thirds of  the world’s popu-
lation (over 6 billion people) will live in cities by 2050.1 Urban political economic 
research can provide valuable information for governments and communities 
wishing to build high-quality cities, where, for example, residents are prosperous 
and have good transport and communication infrastructure, a quality built and 
natural environment, inclusive and safe communities, affordable health, housing 
and education services, a vibrant cultural life, and good governance with com-
munity participation in decision making. 
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Urban political economy is also making an important contribution to our 
understanding of  city life in the Global North and the Global South. For exam-
ple, people living in cities in the Global North are continually affected by issues 
such as cyclical rises and falls in house prices, urban centralisation or urban 
sprawl, the cost of  urban infrastructure (such as transport and communications), 
the influence of  property developers and the real estate industry on local poli-
tics, and the capacity of  local governments to deliver urban planning and social 
services. On the other hand, people living in cities in the Global South also face 
similar problems but without the resources that exist in cities in the Global North. 
In addition, many cities in the Global South are affected by the ongoing legacy 
of  colonialisation, struggles to prevent the privatisation of  customary land (‘land 
grabbing’), overcrowding in favelas and shanty towns, and corruption. 

In addition, cities in both the Global North and the Global South are directly 
contributing to, and being affected by, climate change and pollution. Urban 
population growth, land clearing to accommodate urban sprawl, and increased 
demand for natural resources and energy for city growth are putting unprec-
edented pressure on the world’s climate and ecosystems. UN Habitat has esti-
mated that cities, which cover less than 2 per cent of  the Earth’s surface, consume 
78 per cent of  the world’s energy and produce more than 60 per cent of  green-
house gas emissions. Pollution is also mostly associated as a by-product of  urban 
landscapes. The burning of  fossil fuels is increasing carbon dioxide emissions, 
contributing to air pollution and global warming. In October 2018, the World 
Health Organization (WHO) calculated that 93 per cent of  the world’s children 
breathe toxic air every day.2

Less well appreciated is that urban political economic processes do not affect 
urban residents alone: they can and have caused national and global crises. The 
2008 global financial crisis, for example, began with people in cities in the United 
States being encouraged by the finance, insurance and real estate industries to 
take out mortgages to buy their own home. When interest rates dropped, home 
refinancing surged from $460 billion in 2000 to $2.8 trillion in 2003, despite 
stagnant wages.3 Subsequently, when interest rates rose, thousands defaulted 
on their mortgages, loan losses mounted and financial institutions (such as the 
158-year-old Lehman Brothers investment bank) filed for bankruptcy. The US 
mortgage crisis spread to financial institutions around the world, triggered a 
collapse in cross-border trade, and caused ‘the worst global recession in seven 
decades’.4 

More recently, property development in cities in the Global South is 
 threatening a global economic crisis. As this book goes to press, the Evergrande 
Group, the largest property developer by sales in China in 2020, is facing bank-
ruptcy. Evergrande has more than 1,300 development and construction pro-
jects in 280 cities in China.5 It is struggling to repay more than $300 billion in 
liabilities, including nearly $20 billion in offshore bonds that were deemed to 
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be in default when Evergrande missed several repayments in December 2021.6 
The collapse of  Evergrande would affect detrimentally hundreds of  thou-
sands of  people who have paid their deposits and are waiting for their new 
homes to be built; hundreds of  city councils whose income depends heavily on 
taxes on urban real estate activity; tens of  thousands of  construction workers 
who would be unemployed; and an unknown number of  bond holders from 
around the world who may never recover the $20 billion in bonds they loaned 
to Evergrande.

Urban political economy, in other words, investigates the similarities and dif-
ferences between cities around the world. It shows how the relationships between 
urban economies, governments and communities affect, for better or for worse, 
the lives of  the majority of  the world’s people who live in metropolises. It also 
shows that these relations between the economic, political and social forces and 
institutions have flow-on effects – externalities – that directly contribute to global 
economic growth, instability and climate change.

However, despite the important role urban political economics is playing in 
the world, there is something odd, something missing, that is undermining its full 
potential to analyse and understand cities.

Careful readers will have noticed a discrepancy between the theories of  urban 
political economy and the character of  cities. Urban political economics inves-
tigates cities using concepts such as market forces, aggregate demand labour, 
capital and class struggle. 

On the other hand, almost all the issues discussed above – includ-
ing  housing  prices and homelessness; public transport; the distribution of  
employment, wealth and poverty; the built and natural environment; urban 
centralisation and urban sprawl; local government taxation; the influence of  
property developers and the real estate industry on local politics; land clear-
ing;  mortgages; urban property development; urban planning; colonialisation; 
land grabbing; air pollution and climate change – directly or indirectly concern 
land.

In other words, what is odd about much urban political economy scholarship 
is that many urban issues arise because of  the ownership and use of  land, but 
land is often missing from the theoretical toolkit of  political economists.7

This was not always the case. When political economy developed in the 
eighteenth and nineteenth centuries, its early theoreticians such as Adam Smith, 
Thomas Malthus, David Ricardo and Karl Marx all recognised that economies 
relied on, and were structured by, three factors of  production: land, labour and 
capital. Landownership, land use, land-working peasants and the landowning 
class were directly relevant to issues such as the sources of  wealth and economic 
development; the decline of  agricultural societies and the rise of  manufacturing 
societies based in cities; and the causes of  cycles of  economic boom, bust and 
restructure. While these thinkers studied the economically dominant land use 
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of  the day, agricultural land, their insights can be applied to the economically 
dominant land use of  today: urban land.

Unfortunately, the historically and geographically aware methodologies 
of  political economy were ‘forgotten’8 with the rise of  neoclassical micro-
economics and Keynesian macroeconomics in the twentieth century. The 
study of  how particular economies and societies developed in different places 
around the world were replaced by an aspatial and ahistorical economics, with 
generalised laws, mathematical models and econometrics that, it was assumed, 
apply to all societies, in all places, at all times. How production, consumption 
and markets are organised (in capitalist societies) would, by this logic, equally 
apply to indigenous, ancient city-state, feudal and communist societies. I disa-
gree.

The title Marx’s Theory of  Land, Rent and Cities neatly summarises the scope and 
approach of  this book. It concentrates on cities, and not the economies or gov-
ernments that are organised at provincial, national or global scales, even though 
it will be shown that cities are influenced by, and influence, national and global 
economics. It diagnoses cities using Marx’s theory of  landed property, rent and 
the landed property class, phenomena that take different forms in particular 
social and historical contexts. 

Karl Marx used his theory of  the social relations of  land, labour and capital 
to suggest a radical questioning of  cities. He asked why cities are established in 
the first place, what functions they carry out for society, why each city is different 
from others, and how cities change over time. To understand life within cities, 
he argued, it is necessary to first understand the underlying mode of  production 
whereby resources from nature (land) are transformed by socially organised work 
(labour) into the goods and services people need to live and societies need to 
reproduce themselves over time. Depending on the mode of  production, cities 
play different functions in society and develop different industries, labour forces, 
distributions of  wealth and poverty, built environments, ruling classes and forms 
of  political governance.  

The purpose of  this book is to provide a comprehensive, coherent and clear 
understanding of  Marx’s view of  the role of  land and rent in the economy, with a 
particular focus on how land and rent shape cities and the lives of  people living in 
cities. It documents and discusses Marx’s extensive writings about land, from his 
earliest writings to his last, to show how landed property, rent and the landown-
ing class directly influence particular modes of  production and the cities that are 
built to support those modes of  production. This includes a comparative analysis 
of  landed property and rent as they exist in indigenous, ancient and Asiatic com-
munities and in feudal, capitalist and communist  societies.

This book has four characteristics that make it different from most other pub-
lications on land, rent and cities. 

First, and for the first time, this book brings together all Marx’s available 
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writings in English on land, rent and the landed property class. Bringing together 
all Marx’s comments on land and rent fills a major gap in the literature. This 
book shows Marx did not merely rely on the concepts of  labour and capital 
to explain socio-economic change but continuously acknowledged the role of  
land, labour and capital. It provides a fuller understanding of  Marx’s critique of  
political economy by demonstrating the social relations between landed property, 
labour and capital, and therefore provides insights into the nature, behaviour and 
limits of  labour and capital that arise from the social relations of  landed property.

Collating all Marx’s available writings in English about land also has peda-
gogical benefits: an understanding of  land can provide students with an accessi-
ble entry point into the complexities of  issues such as surplus value, contradictory 
social relations, classes and the state.

This book includes Marx’s early writings such as those on land as nature (The 
German Ideology); the abolition of  landed property and the application of  rent for 
public purposes (The Communist Manifesto); the dangers of  the landed property 
class (The Eighteenth Brumaire of  Louis Bonaparte); the critiques of  political economy 
he wrote in his forties and fifties which investigate landed property and rent in 
capitalist and non-capitalist economies (Grundrisse, the three volumes of  Capital, 
and Theories of  Surplus Value); and his later works on revolutionary strategy (Critique 
of  the Gotha Programme) and the drafts of  his letters to Vera Zasulich (which con-
sider the possibility of  Russia bypassing the capitalist stage of  development and 
building a communist society on the basis of  the common ownership of  land that 
existed in peasant villages at that time). 

Second, land is defined both broadly and narrowly. Broadly, land refers to 
nature: all the non-human-produced, natural resources (such as soil, grasslands, 
forests, minerals, rivers and oceans) which, when transformed by labour, are the 
inputs to build and maintain cities and meet the food, shelter and other needs 
of  people living in cities. Land also has non-utilitarian values: it has recreational, 
mental health, aesthetic, cultural and spiritual values that are important for 
people around the world. 

More narrowly, from an economic point of  view, however, the physical, chem-
ical, mineralogical, hydrological, social, spatial, cultural and ecological proper-
ties of  land (nature) are of  secondary importance. Land becomes economically 
significant when it is owned as property: landed property. It is the property rights 
of  communities, organisations and individuals that gives those landowners the 
power to intervene in and influence economic production. The rights of  land-
ownership – to use, benefit from and dispose of  land as the owner sees fit, irre-
spective of  the impact on land non-owners or the community as a whole – that 
are the crucial explanatory factor in political economy. 

Third, this book presents Marx’s writings thematically. The advantage of  this 
approach is that it discusses Marx’s views on land, rent and the landed prop-
erty class in the context of  his writings on surplus value, social relations, labour, 
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 capital and so on. An alternative approach, to list chronologically all of  Marx’s 
published and unpublished writings on urban landed property, rent and the 
landed property class was not taken because of  the risk of  divorcing these topics 
from Marx’s wider project and, by doing so, producing a misleading understand-
ing of  these phenomena.

Fourth, this book is explicit about its historical materialist methodology. As 
discussed above, Marx always wrote about the particular forms that economics 
and politics took in particular societies. For example, he showed how the two 
fundamental factors of  production, land and labour, are organised and com-
bined differently in indigenous, ancient and Asiatic communities, and feudal 
and communist societies. He also showed how the tools, machinery, materials, 
equipment, buildings and technologies that are used by labour in production – 
the instruments of  labour that exist in all economies – were transformed by the 
capitalist mode of  production to become capital – the third factor of  production 
in classical political economics. In addition, Marx’s methodology is materialist: 
it holds that societies develop and change historically as a result of  changes in 
pre-existing material factors and social interactions (such as property, labour, 
infrastructure, rent, technologies, institutions, social conflict and so on). 

There are several related consequences arising from this methodology. It rec-
ognises that people are social beings: we are born into a society with pre-existing 
language, customs, institutions and organisations, and we live and work within 
this social context and its limits. People have agency: people, individually and 
collectively, can think, act and change the society of  which they are a part, albeit 
within the resources and other limits that exist in particular societies. Historical 
change is idiographic: individual societies change throughout history because of  
particular factors and circumstances existing in a particular place and time. 

This approach differs from other social science methods which posit that social 
change is caused by non-material factors (such as gods, ideas, or the ambitions 
and actions of  ‘great’ men and women). It also contrasts with the methodology 
of  neoclassical economics based on methodological individualism (where eco-
nomic phenomena arise from individuals making ‘rational’ decisions and always 
wanting to maximise their self-interest, utility, pleasure, profits and so on) and 
its use of  nomothetic generalisation (such as the ‘law of  supply and demand’ or 
‘perfectly competitive markets will always settle into equilibrium in the long run’) 
to explain economic behaviours and change. 

Finally, orthodox economic methodology typically aims to describe, explain, 
forecast or perfect the economies of  existing societies. Marx’s historical materi-
alist method, on the other hand, aims to develop practical knowledge that can 
be used to diagnose existing societies in order to develop new, better societies. 
‘The philosophers’ and, Marx could have added, the economists ‘have only inter-
preted the world, in various ways; the point is to change it’.9
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CHAPTER 1 

Introduction 

The property in the soil is the original source of  all wealth, and has become the 
great problem upon the solution of  which depends the future of  the working 
class.1

The century of cities

In 2007, the world changed fundamentally. For the first time in the history of  
humanity, more people in the world were living in cities than in rural regions. 

For millennia, civilisations had been based on agriculture. Most people lived 
in low-density farms, hamlets, villages and other forms of  small settlements, or 
on kinship or indigenous lands.2 On occasions, some small settlements would 
expand and become centres of  population, industry, trade and government, 
but compared to the rest of  the society these towns and cities were small. From 
the 1500s to 1700s, in Western Europe, for example, only 10 to 12 per cent of  
the population lived in urban regions, and only about 5 per cent of  the world’s 
population lived in cities.3 

Some of  these agriculture-based civilisations built great cities. The earliest 
known evidence of  high numbers of  people living a concentrated, built environ-
ment with a diverse economy and some form of  governance, taxes and public 
buildings is Çatalhöyük, in modern-day Turkey. Here a settlement of  some 
10,000 people existed from approximately 7100 bce to 5700 bce.4 Jericho, in 
today’s Palestine, is one of  the earliest known walled cities with its fortifications 
dating back to 6800 bce. Argos, Greece, has been continuously inhabited since 
5000  bce. Luxor, the city known to ancient Egyptians as Waset and Greeks 
as Thebes, dates from 3200 bce. In Asia, Luoyang, built around 1600 bce, is 
one of  the four great ancient capitals of  China. Quito, Ecuador; Benin, the 
oldest city in Nigeria; Beijing, China, and Varanasi, India, have been continu-
ously  inhabited since around 1000 bce. Nakbe, Guatemala, one of  the earliest 
documented Maya civilisation cities, has large structures that date to around 
750 bce. 

Beginning in the 1700s, however, with the emergence of  capitalism in 
Western Europe, there was a major migration of  people from rural regions 
to cities (Table  1.1). New cities developed in Western Europe and its colo-
nies. The growth of  urbanisation was uneven across the world, but in the two 
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centuries between 1820 to 2016, Western Europe and the United States were 
the first to become highly urbanised. 

Urbanisation spread. Japan and countries in Latin America and the 
Caribbean began to urbanise rapidly in the 1920s, and by 2016 were among 
the most industrialised regions in the world. South Korea and China began 
to urbanise around 1950, but while South Korea urbanised continuously to 
become one of  the most industrialised nations in the world by 2016, China’s 
rate of  urbanisation decreased during the 1965–75 period of  Mao’s Cultural 
Revolution before recommencing. Based on the current trajectory, China will 
join the group of  most urbanised nations in the world by 2050 with around 
80 per cent of  its people living in cities.5 

On the other hand, sub-Saharan African and South Asian countries have 
urbanised later and more slowly than most other nations. Even so, on current 
trajectories, African nations on average will have around 60 per cent of  their 
population living in cities by 2050 and India will have around 50 per cent of  its 
population living in cities by that time.6

There are not only more people living in cities in the world; there are also 
more cities. In 2000, the world had 371 cities with 1 million inhabitants or 
more. By 2018, there were 548 cities with at least 1 million people. By 2030, 
there will be a projected 706 cities with at least 1 million residents.7 

Table 1.1 Growth of urbanisation  

(percentage of population living in urban areas)

1500 1600 1700 1800 1900 2000 2016 2050

Japan  2.9  4.4  5.0  5.0 11.9 78.7 91.5 94.7

USA  0.2  0.7  2.0  6.1 40.0 79.1 81.9 89.2

South Korea  0.2  0.6  1.7  4.7 13.8 79.6 81.6 86.4

Latin America 14.0 20.0 75.5 80.2 87.8

Western Europe 10.6 12.2 12.8 21.4 40.6 76.0 79.6 87.0

China  6.5  7.0  5.9  6.0 6.6 35.9 56.7 80.0

World  4.1  5.2  5.1  7.3 16.4 46.7 54.4 68.4

Sub-Saharan Africa  4.0  5.0 35.0 41.6 58.1

India  4.4  4.6  4.9  6.4 11.9 27.7 33.2 52.8

Sources: 

1.  Global Change Data Lab, ‘Urbanization over the past 500 years, 1500 to 2016’, 

Oxford, Global Change Data Lab, n.d., https://ourworldindata.org/grapher/

urbanization-last-500-years

2.  United Nations, Department of Economic and Social Affairs, World Urbanization 

Prospects: The 2018 Revision, New York, United Nations Department of Economic 

and Social Affairs, 2019, https://population.un.org/wup/Publications/Files/WUP2018-

Report.pdf

https://ourworldindata.org/grapher/urbanization-last-500-years
https://ourworldindata.org/grapher/urbanization-last-500-years
https://population.un.org/wup/Publications/Files/WUP2018-Report.pdf
https://population.un.org/wup/Publications/Files/WUP2018-Report.pdf
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Table 1.2 Megacities, 1970–2035

GLOBAL SOUTH GLOBAL NORTH

Asia Africa

Latin 

America

Middle 

East

Europe, North 

America, Japan

1970 Japan: Tokyo

USA: New York

2000 China: Beijing, Shanghai

India: Mumbai, Delhi, 

Kolkata

Bangladesh: Dhaka

Pakistan: Karachi

South Korea: Seoul

Philippines: Manila 

Egypt: 

Cairo

Mexico: 

Mexico City

Brazil: São 

Paulo, Rio 

de Janeiro

Argentina: 

Buenos 

Aires

Japan: Tokyo, 

Osaka

USA: New York, 

Los Angeles

France: Paris

Russia: Moscow

2020 China: Beijing, Shanghai, 

Chongqing, Tianjin, 

Guangzhou-Guangdong, 

Shenzhen

India: Mumbai, Delhi, 

Kolkata, Bangalore, Chennai

Bangladesh: Dhaka

Pakistan: Karachi, Lahore

Indonesia: Jakarta 

Thailand: Krung Thep Maha 

Nakhon (Bangkok)

Philippines: Manila 

Egypt: 

Cairo

Nigeria: 

Lagos

The Congo: 

Kinshasa

Mexico: 

Mexico City

Brazil: São 

Paulo, Rio 

De Janeiro

Argentina: 

Buenos 

Aires

Colombia: 

Bogota

Peru: Lima

Turkey: 

Istanbul

Japan: Tokyo, 

Osaka

USA: New York, 

Los Angeles

France: Paris

Russia: Moscow

2035 China: Beijing, Shanghai, 

Chongqing, Tianjin, 

Guangzhou-Guangdong, 

Shenzhen, Chengdu, 

Nanjing-Jiangsu, Wuhan, 

Xi’an-Shaanxi

India: Mumbai, Delhi, 

Kolkata, Bangalore, 

Chennai, Ahmadabad, Surat

Bangladesh: Dhaka

Pakistan: Karachi, Lahore

Indonesia: Jakarta 

Thailand: Krung Thep Maha 

Nakhon (Bangkok)

Malaysia: Kuala Lumper

South Korea: Thanh Pho 

Ho Chi Minh

Philippines: Manila 

Egypt: 

Cairo

Nigeria: 

Lagos

The Congo: 

Kinshasa

Angola: 

Luanda 

Tanzania: 

Dar es 

Salaam

Mexico: 

Mexico City

Brazil: São 

Paulo, Rio 

de Janeiro

Argentina:  

Buenos 

Aires

Colombia: 

Bogota

Peru: Lima

Turkey: 

Istanbul

Iran: 

Tehran

Iraq: 

Bagdad

Japan: Tokyo, 

Osaka

USA: New York, 

Los Angeles

France: Paris

Russia: Moscow

UK: London

Sources: United Nations, Department of Economic and Social Affairs, World Urbanization 

Prospects: The 2018 Revision, New York, United Nations Department of Economic and 

Social Affairs, 2019, https://population.un.org/wup/Publications/Files/WUP2018-Report.

pdf

https://population.un.org/wup/Publications/Files/WUP2018-Report.pdf
https://population.un.org/wup/Publications/Files/WUP2018-Report.pdf
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The most recent development in the growth of  urbanisation is the emer-
gence of  megacities. Megacities are urban conglomerations with 10 million 
inhabitants or more. In 1970, there were only two megacities in the world: 
Tokyo and New York. In 2000, there were twenty megacities, 70 per cent of  
which were based in the Global South, primarily in Asia, Africa and Latin 
America. By 2020, there were thirty-three megacities which were home to 
around 13 per cent of  the world’s urban population. Of  these thirty-three meg-
acities, 82 per cent were located in the Global South. By 2035, however, it is 
expected there will be forty-seven megacities in the world of  which 85 per cent 
will be located in the Global South.8 In debates about whether the growth of  
megacities in Africa is associated with economic development or not, prelim-
inary findings suggest that urbanisation is strongly correlated with economic  
development.9

After millennia of  people living in small, scattered communities and settle-
ments around the globe, and after a transition period of  only a few hundred 
years, the world is suddenly urban, and is becoming increasingly so. 

These trends, of  course, are not inevitable: they can be reshaped temporar-
ily or permanently by public policies, pandemics, climate change and war, and 
societies typically reduce their levels of  fertility as they become wealthier. But 
the trend is clear: the twenty-first century is the world’s first century of  cities, 
and the world’s largest cities are Asian, Latin American and African.

Cities and the world

Cities are much more than large concentrations of  people in a built environ-
ment. Cities are also the powerhouses of  the world’s economy. Economically, 
the world’s cities produce more than 80 per cent of  global output despite taking 
up merely 2 per cent of  the Earth’s land area.10 Cities are centres of  employ-
ment, investment, housing, health and education services, entertainment, cul-
ture and many other opportunities that benefit billions of  people around the 
globe. Cities can be places of  hope and potential; places where, as summarised 
in the eleventh- century German saying, ‘Stadtluft macht frei nach Jahr und 
Tag’.11 

But not for everyone. There is also a dark side to urban economic power. 
While the world’s cities produce more than 80 per cent of  global output, they 
also consume almost 80 per cent of  the world’s energy and account for over 
half  of  world’s carbon dioxide emissions.12 One-quarter of  the world’s urban 
 population lives in city slums, mostly in East, Central and South Asia and 
sub-Saharan Africa.13 Low-income and lower-middle-income countries face 
the greatest burdens arising from rapid urbanisation,14 and without effective 
action, the number of  people living in urban slums in the world could double 
to 2 billion.15 
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These Global North and Global South urban problems are intricately linked 
through global economic interdependencies in finance, migration, trade, invest-
ment and industrialisation.16 For centuries, urban labour in the South (including 
slavery) has been exploited to build the wealth of  cities in the North. Financiers 
in cities in the North speculate on the financialisation of  urban property in the 
South and cause the cost of  urban land in the South to rise steeply. Cost-cutting 
industrialists in the North continue to relocate their labour-intensive factories, 
‘dirty’ industries and industrial waste to cities in the South. 

As major centres of  economic production, urbanisation is directly causing 
air, water and other forms of  pollution including the production of  solid wastes 
(such as plastics). These often have devastating impacts on urban dwellers.17 
For example, nearly 90 per cent of  the air pollution-related deaths in the world 
occur in cities and towns in low- and middle-income countries, with nearly two 
out of  three occurring in the newly urbanising regions in South-East Asia and 
the Western Pacific.18

Cities are major contributors to climate change, and they are also major 
causalities of  climate change. Of  the 136 biggest coastal cities in the world, 
100 million people (or 20 per cent of  their population) and US$4.7 trillion in 
assets are exposed to coastal flooding. With the growth of  urbanisation, around 
90 per cent of  future urban expansion in developing countries is occurring near 
hazard-prone areas.19 Similarly, climate change is contributing to food insecu-
rity, fresh water shortages and the destruction of  ecosystems. Combined with 
rapid urban sprawl, which often results in the destruction of  fertile, agricul-
tural land, many urban regions are losing their capacity to meet their own food 
needs.20 

Health-wise, cities are also super-spreaders of  infectious disease both within 
their environs and between cities. In 2008, for example, a novel influenza A 
(H1N1) virus infected people living in Mexico City. It quickly spread to the 
United States and then the world, killing up to 575,400 people, mostly younger, 
working-age people.21 A decade later, the highly infectious coronavirus disease 
(COVID-19), first identified in the city of  Wuhan, China, in December 2019, 
spread to every city in the world within 12 months, and within two years had 
killed around 5.5 million people.22 Urbanisation is likely to increase the occur-
rence around the world of  other diseases such as cholera and dengue.23 On the 
other hand, creating more sustainable, healthy cities would deliver large societal 
and economic dividends. For example, making the world’s cities healthy would 
reduce the capital required for urban infrastructure by US$15 trillion over fif-
teen years.24

Despite some similarities between some cities, no city in the world is alike. 
Each city is unique, with different population sizes and rates of  ageing,25 live-
ability,26 economic, social and cultural attractiveness,27 ‘global cities’ status (or 
not),28 architectural and urban design look, levels of  personal safety,   locations 
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and allied institutional/political arrangements’29 and each has its own system of  
‘organised complexity’.30 

Marxist approaches to urban land

There is a long tradition of  Marxist analysis of  cities, including debates about 
how capital, labour and land shape urban development. The first modern 
Marxist scholar to analyse urbanisation and urban development in a systematic 
way was Henri Lefebvre (1901–91), a French Marxist philosopher and sociol-
ogist. Lefebvre believed that cities needed to be studied carefully because they 
were the sites for future anti-capitalist revolution. This was a radical proposal 
at the time given revolutionaries such as Lenin, Che Guevara and Mao had all 
argued revolutions begin with peasants in the countryside. 

Lefebvre argued that capitalism was reshaping cities to its own ends.31 All 
aspects of  urban life, including where people live, work, socialise and recreate, 
is shaped by capital in its search to make profit. This is not a unilateral pro-
cess. The production of  urban space, or more accurately, the co-production 
of  urban space, emerges from the struggles between the collective action of  
the people who live in cities and the forces wishing to privatise and commodify 
urban resources and space. By ‘space’, Lefebvre referred to both ‘natural’ space 
(the three- dimensional, physical location and layout of  cities) and ‘social’ or 
‘lived’ space (the perceptions, meanings and experiences people have in their 
urban environment). 

A key concept introduced by Lefebvre in The Right to the City is that cities 
need to be organised to meet the interests of  those who inhabit the cities.32 

Specifically, the ‘right to the city’ involves two principles. First, the right to par-
ticipate in the production of  urban space (that is, to participate in the construction 
of  both the built environment and the experiences one has living within the 
city); and second, the right to appropriate urban space (that is, the right to access, 
occupy and use existing urban space and to produce new forms of  urban space 
so it meets the needs of  urban inhabitants).33 In other words, the right to the 
city is much more than having a say in the election of  governments that carry 
out urban planning for cities. The right to the city means that urban residents 
(and not capital or the state) should be the final decision makers over how urban 
space is produced and used. This is a radical proposal because it challenges 
the usually sacrosanct property rights of  capitalist landowners (and other types 
of  commercial property) to use their property as they wish, irrespective of  the 
impacts on property non- owners; instead, the use-rights of  urban inhabitants 
takes precedence over the private property rights of  individual landowners and 
capitalists.

Manuel Castells, a sociologist, criticised Lefebvre, arguing in The Urban 
Question: A Marxist Approach that urbanisation occurred and was structured by 
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the imperative to create a labour force that was needed by capital.34 In other 
words, cities are structured by the state which provides or funds health and 
housing services, education and training institutions, public transport and other 
social infrastructure – all types of  ‘collective consumption’ – that are essential 
for the creation of  the productive labour force that capital needs but is unwilling 
to pay for. In these circumstances Castells argued, many of  the affected when 
the state provided its services (especially those from the middle class) would 
establish urban social movements to pressure the government to provide more 
or better-quality public services. 

Nearly forty years later, Andy Merrifield wrote The New Urban Question in 
response to Castells.35 He noted that the period of  government-led urban devel-
opment, where the state provided urban services and infrastructure, began to 
decline in the 1980s. After the economic slump of  1974–82, and with the rise of  
Prime Minister Margaret Thatcher in the UK and President Ronald Reagan in 
the United States, new neoliberal public policies were developed with the goal 
of  dismantling the state as a strategy to restore higher levels of  private sector 
profitability.36 

By the 1990s, long-standing public assets were being privatised, giving the pri-
vate sector ownership of  profit-making monopolies such as airports, water ser-
vices, toll roads and so on. In addition, hard-won government regulations, price 
controls and trade barriers that protected the interests of  national industries, 
labour, consumers, tenants and residents were deregulated so that capital could 
cut costs, globalise and take other measures to maximise profits. The ‘neoliberal 
principle of  letting capital decide where to place production’ directly contrib-
uted to urban phenomena such as gentrification (when government- provided 
rental housing was privatised and often replaced with expensive new apartments 
sold to wealthier owners) and mega-project-led urban redevelopment (where 
very large-scale private investment projects moved into suburbs, displacing the 
existing low-income and disenfranchised communities living there, and build-
ing large residential and commercial towers and privately owned recreational 
places).37 Today, because of  these changes, Merrifield argues, there is a need for 
a new form of  urban-based politics, where labour and urban movements need 
to combine to repossess assets into public control and to reintroduce commons 
areas into cities which are under community control (rather than capital or the 
state). 

Doreen Massey is best known for showing how cities are structured by the 
spatial divisions of  labour, including the spatial division of  gender.38 However, 
one of  Massey’s earliest studies (with Alejandrina Catalano) provided empirical 
data on how landownership in cities affects capital accumulation.39 In Capital 
and Land: Landownership by capital, Massey and Catalano analysed landed prop-
erty owned by the aristocracy and church, by industrial capital (for produc-
tion), and by financial investors owning land for rental and capital returns (but 
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not land held by the construction industry or the state). With these data, they 
explored the causes of  the land and property boom that occurred in the UK in 
the 1970s. This research and analysis was ‘a first step towards a modern analysis 
of  land and rent’.40 

In the analysis of  urban development and change, David Harvey’s The 
Limits  to Capital (1982) was, and continues to be, one of  the most significant 
 contributions to Marxist political economy generally, and the political econ-
omy of  cities in particular.41 Harvey argued that one essential characteristic 
of  capital is that it must move continuously in a cycle of  investment, produc-
tion and profit- making. This cycle of  investment, production and the realisa-
tion of  profit is summarised symbolically as M  —  C ... P ... C'  —  M' and 
is discussed in detail in Chapter 4. Essentially, money (M) is invested into 
buying com modities (C) which are transformed by labour in production (P) 
into new, higher-value commodities (C') which are sold (for M'), generating a 
profit. Because of  competition and other pressures, this profit must be rein-
vested into yet another cycle of  production to produce another round of  profit. 
Importantly, this movement of  capital is a change of  form (from money to com-
modities to new, higher-value commodities to money-plus-profit) which occurs 
in space. For example, money moves from investors to buy raw materials which 
are transported to a factory where they are transformed by labour into new, 
higher-value commodities which are transported to wholesale and retail outlets 
where they are sold to customers for a profit which is forwarded to the original 
investor.

However, for this cycle of  investment, production and profit-making to occur, 
capital must invest in factories, machinery, warehouses, transport infrastructure 
and other fixed assets. Capital invested in property, plant and equipment and 
infrastructure is made immobile in two senses: capital is ‘fixed’ in a built envi-
ronment at a specific, unchanging location; and capital is immobile in the sense 
that these assets cannot easily be liquidated into cash and be moved back into 
the cycle of  capital accumulation. 

One of  Harvey’s most important contributions to urban political economy is 
his insight that capital investment must involve land markets and that ‘The land 
market shapes the allocation of  land and thereby shapes the geographical struc-
tures of  production, exchange and consumption …’42 In capitalism, he suggests, 
when land is freely traded it is both a ‘commodity’ and ‘a form of  fictious cap-
ital’.43 Landowners are ‘a faction of  money capitalists who simply have chosen, 
for whatever reason, to hold a claim on rent rather than on some other form 
of  future revenues’ and land markets are ‘a special branch of  the circulation of  
interest-bearing capital’.44 In other words, rent is the mechanism whereby one 
faction of  capital coordinates land use in such a way that it maximises capital 
accumulation as a whole. As a result of  the intervention of  landowners, capi-
tal constructs a capital- coordinated built environment in cities which facilitates 
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both the imperative of capital to move through space (from money to commod-
ities to sale to profit) and the imperative of  capital to be fixed in space (as fixed 
assets and infrastructure). 

Unfortunately for capital, these two imperatives, to flow and to be fixed, are 
contradictory. If  there is a mismatch, with too much investment in one process 
or underinvestment in the other, this will cause delays in the cycle of  capital 
flows or expensive overcapitalisation. Either way, capital is devalued and there 
is a tendency for the rate of  profit to fall. 

As a result of  this contradiction, capital is forced to find new ways to become 
ever more profitable. One way it overcomes this crisis is for capital to reconfig-
ure the urban space. For example, if  a part of  the built environment is too costly 
or not productive enough, capitalists can demolish those buildings, or pressure 
governments to build new infrastructure, and thus establish a new, modern and 
cheaper (or more productive) built environment. Second, capital can reconfig-
ure space by selling up and relocating to a different suburb or city where there is 
a more productive built environment. A third spatial solution to capitalist crises 
of  falling productivity is to move its factories and other fixed assets to another 
country. 

In summary, Harvey argues the built environment of  cities is slowly but 
continually restructured by capital as companies repeatedly invest in property, 
plant, equipment and infrastructure to make a profit, until, under pressure 
from a falling rate of  profit, capital disinvests or restructures and moves to 
another city or another country. When this occurs, some or all of  the city’s 
built environment, often constructed over centuries, falls into disuse and disre-
pair, real estate values fall, the city deindustrialises, and unemployment rises. 
On the other hand, the city with the new investment has a boom in construc-
tion, real estate prices and employment rise, and a new built environment is 
established in the city. Capital accumulation restructures and expands the built 
environment of  one city as it simultaneously destroys the built environment of  
another. 

Finally, Harvey notes, this tendency of  capital to find spatial solutions to 
overcome the crises of  profitability, spatial solutions that continually restruc-
ture the built environment of  cities around the world, cannot go on indefi-
nitely. At some point, there is a crisis of  capital accumulation which cannot be 
solved by moving to a more productive location (or through the development 
of  new, more productive technology, which is an option discussed by Harvey 
but beyond the scope of  this book). At this point, there is a massive devaluation 
of  capital through bankruptcies, falling property values, factory closures, the 
sale of  stockpiles of  commodities at below-value prices and so on. There is also 
widespread unemployment. In such economic recessions or depressions, the 
built environment of  cities changes again, but this time due to the failure of  
capital accumulation.
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Harvey’s explanation of  how capital creates, restructures and destroys the 
built environment of  cities may make capitalism seem like a system, a self- 
perpetuating ‘machine’ with no human input or agency. There is no mention 
of  people, classes or class struggle (e.g. between capital and the landed prop-
erty class over the payment of  rent). Harvey has been criticised for the limited 
involvement of  human agency in his theories. For example, Steven Katz noted 
that Harvey considered workers have agency in shaping the built environment 
(when they defend their existing homes from the pressures of  capital, or when 
they move to other cities, creating a demand for housing, schools, shops, public 
infrastructure and other elements of  the built environment) but that, in the 
workplace, workers are dominated by the imperatives of  capital and have no 
agency.45 

This tendency of  Harvey’s analysis to see social relations, in this case, as 
social relations of  domination (rather than contradictory relations of  struggle) 
also occurs in his later writings such as Rebel City where he neglects working-class 
initiatives in Italy (such as the autonomous Marxist tradition of  working-class 
self-organisation, the associated forms of  territorial-community activism, and 
the Wages For and Against Housework campaigns) which aim to restructure 
urban space for the good of  residents rather than for profit by capital or land 
speculators,46 as well as in his writings on accumulation by dispossession where 
he recognises the agency of  urban social movements but not class struggle.47 
On the other hand, Harvey is acutely aware of  the necessity of  class struggle.48

Matthew Edel focuses more specifically on how landownership and rent 
contribute to the spatially uneven accumulation of  capital that occurs in cities, 
and on the accompanying social segregation that it causes in cities.49 Worker 
struggle can influence the magnitude of  rent, and therefore worker struggle 
can directly affect the form of  the urban built environment.50 Suburbanisation 
(in the United States) can be understood as a class-based negotiated settlement 
between capital and organised labour working closely with progressive govern-
ments.51 

Frank Stilwell built on the work of  Harvey and Castells to show how urban 
development can be influenced by the role of  the state.52 Given the capacity of  
capital to move from city to city and country to country, many states are under 
pressure to use their powers to attract and retain ‘footloose’ capital. States can 
do this by regulating land use directly (through urban planning, land use zoning, 
building regulations and so on), providing publicly funded infrastructure to 
locations in order to attract or retain investment, providing funding to capital 
(through tax concessions, grants and so on), and exempting selected industries 
or companies from their environmental, competition or labour obligations. 
State intervention can be carried out on an ad hoc basis, but governments can 
also develop regional and urban development plans to attract new (‘emerging’) 
industries to the region, facilitate the transition of  existing, often inefficient and 
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polluting industries to new, technologically advanced industries, and/or facili-
tate the relocation of  industries or firms from one region to another. 

Finally, in this brief  introduction to Marxist approaches to cities, it must 
be noted that almost all the debates on urbanisation refer to capitalist cities in 
the Global North, with very few considering urbanisation in the Global South. 
Across the Global South, urbanisation processes vary considerably (e.g. between 
middle-income and low-income countries, and between the continents of  Latin 
America, Asia and Africa), and there are also some commonalities such as a 
rapid increase in the number of  megacities (urban agglomerations with a pop-
ulation of  more than 10 million), ongoing strong urban–rural linkages, and 
growing intra-urban inequalities.53 

Since the 2000s, Lefebvre’s ‘right to the city’ has inspired the development 
of  critical urban studies in the Global South.54 Lefebvre’s right to the city has 
been useful in clarifying principles such as the right of  inhabitants to produce 
cities for their use (rather than in the interests of  private property), the right of  
inhabitants to appropriate their own space, and the need to promote the col-
lective, popular and autonomous production of  urban space by its inhabitants 
(rather than having cities planned and developed by professionals, consultants 
and experts in the service of  private capitalist interests and the capitalist state).55 

However, Lefebvre’s broad vision has been narrowed by ‘The Right to the 
City’ announcements made by the United Nations commencing in 2016. The 
UN’s ‘right’ to the city fits well with its programme of  human rights and its asso-
ciated Millennium Development Goals (such as the right of  all people to have 
access to clean drinking water, affordable energy and decent work). 

As a result, at least in sub-Saharan Africa, Lefebvre’s revolutionary cri-
tique of  urbanisation has had to be radically reconceptualised. For example, 
Lefebvre’s view that urban dwellers need to seize the power of  the state to gain 
control over cities needs to be heavily revised given the weaknesses of  states in 
the Global South. Here, centuries of  European colonialism established states 
with weak controls over urban space, where the state provision of  welfare rarely 
exists, where the state is dependent on foreign investment for development, and 
where state repression, especially by authoritarian states, can sometimes be very 
violent. Second, Lefebvre’s notion that urban inhabitants will combine and 
work together to produce and appropriate urban space is weakened in cities in 
the Global South which are marked with strong racial, ethnic, gender or caste 
divides. Third, Lefebvre’s assumption that the right to the city depends, in part, 
on the participation of  the urban working class is undermined when a large 
proportion of  labour force in sub-Saharan cities carries out activities referred to 
as informal, and which are subject to high levels of  political clientelism (where 
there is the exchange of  goods and services between patrons, brokers and clients 
in return for political support).56

A practical problem affecting analyses of  urban development in the Global 
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Table 1.3 Land tenure around the world

Nations Main types of land tenure

Percentage of the 

world population 

India, and many cities in 

Africa

Mostly state-owned land, some 

private and some indigenous title

35

China, Cuba, Vietnam, 

Russia, some ex-Soviet 

Bloc nations, Venezuela, 

Ethiopia; also Singapore

Mostly state-owned land, some 

collective ownership of rural land

25

Saudi Arabia, Morocco, 

Oman, Jordan, Kuwait 

and Qatar, and Pakistan

Feudal title 20

USA, Germany and 

France

Mostly privately owned land, plus 

some state ownership

10 

Latin America Mixture of public and private title, 

around 20% of land in indigenous title

10 

Papua New Guinea, Fiji, 

Solomon Islands

Mostly indigenous title 0.15 

Sources: 

1.  L. Cotula, C. Toulmin and C. Hesse, Land Tenure and Administration in Africa: Lessons 

of Experience and Emerging Issues, London, International Institute for Environment 

and Development, 2004, http://www.hubrural.org/IMG/pdf/iied_lt_cotula.pdf

2.  ‘Customary land use is omnipresent in West African cities and coexists alongside 

formal and informal land uses, a situation known as legal pluralism’: P. M. Picard 

and H. Selod, Customary Land Conversion and the Formation of the African 

City, Washington, DC, World Bank, 2020, https://openknowledge.worldbank.org/

bitstream/handle/10986/33484/Customary-Land-Conversion-and-the-Formation-of-

the-African-City.pdf?sequence=1&isAllowed=y

3.  R. Monzon, ‘Introducing Private-Property Rights to Cuba: How Cuba’s New 

Constitution Paves the Way for Economic Growth’, Case Western Reserve Journal 

of International Law, vol. 52, no. 1, 2020, https://scholarlycommons.law.case.edu/jil/

vol52/iss1/28

4.  Embassy of the Socialist Republic of Vietnam in the United States of America, Land 

Regulations, Washington, DC, Embassy of the Socialist Republic of Vietnam in the 

United States of America, n.d., http://vietnamembassy-usa.org/basic-page/land-

regulations

5.  A. Haila, Urban Land Rent: Singapore as a Property State, Hoboken, NJ, Wiley-

Blackwell, 2015.

6.  P. Giampaoli, and S. Aggarwal, USAID Issue Brief: Land Tenure and Property Rights 

in Pakistan, Washington, DC, United States Agency for International Development, 

2010, https://www.land-links.org/wp-content/uploads/2016/09/USAID_Land_Tenure_

Pakistan_Issue_Brief-2.pdf

7.  Land Portal, Collective Property in South America, Challenges and Perspectives, 

Groningen, The Netherlands, Land Portal, 2017, https://landportal.org/debates/2017/
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North compared with the Global South is the different forms of  land tenure 
that exist in the world. In the Global North, most land tenure consists of  pri-
vately owned land with some state ownership of  land. On the other hand, most 
people around the world live in societies where land is totally or predominantly 
held under state, collective, feudal or indigenous tenure – and not private own-
ership (Table 1.3). As a result, reports, such as the World Bank’s study of  cities 
in sub-Saharan Africa which concluded ‘building the city depends on private 
rights over land and structures’57 are inherently biased by their reliance on neo-
classical economic assumptions and beliefs,58 and too simplistic for nations that 
consider communal and other forms of  land tenure to be legitimate forms of  
property. Indeed, the unsophisticated advocacy of  the privatisation of  urban 
land has, in many cases, created social and economic problems.59 

The approach of this book

This book addresses a recognised gap in the literature60 by documenting in 
his own words how Marx’s theory of  land, rent and the landed property class 
explains different forms of  urban development.

It proposes that urban land is what makes the economies, built environment 
and governance of  cities distinctive. Explanations of  urban development based 
on capital, labour, class struggle and/or the state are therefore necessary but not 
sufficient until they include an understanding of  the social relations of  urban 
landed property.

This approach builds on, but differs from, previous Marxist analyses of  
urban development. The approach can be summarised in the five main themes 
that constitute the key arguments in this book. 

The first theme is land as property. The power of  land to shape urban econ-
omies derives from its existence as landed property. As property, land gives its 
owners a bundle of  property rights (and interests in land) including the eco-
nomic power to extract rent from others who want to use the land. This power 
of  landownership – to own, benefit from and dispose of  land as the owner sees 
fit, and to exclude others even though they may be affected by the land use – 
directly affects how urban economies grow, develop and fail. 

The second theme is land and the mode of  production. The power of  land-
ownership varies significantly depending on the particular mode of  production 
of  which it is a part. Cities have historically developed in different ways and 
with different functions depending, for example, on whether they were operat-
ing in indigenous, ancient, Asiatic, feudal, capitalist and communist societies. 
Understanding these differences in urban landownership provides insights into 
urban  processes that are not possible if  it is assumed land only exists in capitalist 
 societies.

The third theme is land and rent. The most important economic power of  
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landed property is the capacity of  landowners to demand rent from others for 
the use of  their land. Rent is not merely a payment of  money as part of  a lease 
contract, but in many modes of  production it can take different forms such as 
the provision of  services (such as free labour) and payment in kind (such as free 
goods). Irrespective of  its form, rent is always a payment to the land owner for 
the use of  the land.

The fourth theme is land and the state. The state exists in a contradictory 
relationship with landed property. On the one hand, states are political author-
ities which exercise control over territory (land) and the population that lives on 
that territory. A fundamental responsibility of  every state is to have a monopoly 
of  violence so it can secure, defend and maintain control over its territory from 
attacks by potential invaders outside the state’s territory, and to enforce law 
and order over those people living within the borders of  the territory. On the 
other hand, to achieve these goals (and others such as to provide economic and 
social infrastructure and services) states need resources. One way to acquire the 
necessary resources is for the state to transfer ownership of  parts of  its territory 
to individuals or groups in return for the payment of  land taxes, real estate fees 
and other land-based charges. In other words, the successful existence of  states 
relies both on having control over its own territory and relinquishing control of  
parcels of  its land to others in return for the payment of  resources. 

The fifth theme is land and class. The existence of  property laws, land insti-
tutions and real estate markets is always accompanied by a landed property 
class made up of  property developers, land speculators, real estate lobbyists and 
others whose economic interests lie in profiting from land. The landed property 
class actively organises to protect its economic interests, strengthen its property 
rights, reduce environmental and other land use regulations, minimise land and 
building development codes, maximise government-funded provision of  land-
price enhancing urban infrastructure such as roads and utilities, and limit or 
abolish land taxes and charges. The landed property class typically organises to 
influence the state directly (through actions such as getting their members and 
supporters elected or appointed to law-making and law-implementing bodies 
including municipal councils) and indirectly (through methods such as lobby-
ing, donations to political parties and the payment of  bribes). Understanding 
urban land requires an understanding of  the influence of  the landed property 
class. 

Chapter overview 

The first six chapters focus in detail on Marx’s writings about land and cities. 
He wrote hundreds of  pages on land, landed property, rent, landlords, land 
workers (such as peasants, serfs and farm labourers), the state and nature. These 
writings are in his theoretical studies, notebooks, political statements, newspaper 
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articles, notebooks and correspondence.61 By documenting the range and depth 
of  Marx’s land writings, this book hopes to overcome past problems where 
‘debates over rent seem to flourish as never before, often with scant regard for 
Marx’s theory’.62 It documents what Marx actually wrote, primarily, and con-
nects it to later interpretations only secondarily. It shows Marx had a com-
prehensive approach to land that complements and informs his better-known 
writings on labour and capital. 

Chapter 2 introduces the reader to the core concepts needed to understand 
Marx’s writings including land, rent, value and class. These seemingly simple 
concepts are, in fact, full of  complex meanings and can easily be misunderstood 
without an awareness of  Marx’s theoretical roots in his critiques of  Hegel’s phi-
losophy of  dialectics, social change and human emancipation. 

Chapter 3 considers Marx’s approach to landed property in communities 
organised on the basis of  three modes of  production: indigenous communities, 
ancient (agricultural or slave) communities and Asiatic communities. Indigenous 
communities have rarely had cities, but ancient and Asiatic communities have 
very different forms of  land use, rent and cities. 

Chapter 4 examines Marx’s approach to landed property in societies with 
three different modes of  production: feudal, capitalist and communist societies. 
Again, each of  these different societies has a different form of  land use, rent and 
cities depending on whether the land is communally owned, privately owned or 
owned by the state.

Chapter 5 discusses in detail two major forms of  rent in capitalist econ-
omies: differential rent and absolute rent. This chapter shows how the basis 
of  rent is the surplus value produced by labour, which is captured by capital, 
and then extracted from capital by the landed property class. The chapter also 
shows the limits that exist on the magnitude of  rent that can be appropriated 
by landowners. 

Chapter 6 demonstrates the contradictory interdependence of  land and the 
state; the political role of  the landed property class; and the relations between 
the working class, capitalist class and the landed property class.

These chapters, considered together, produce some surprising conclusions. 
Land and labour are the two factors of  production that are essential to political 
economies of  communities and societies in all modes of  production. It is only 
in capitalism that the private ownership of  money, machinery, tools, materials, 
buildings and other forms of  technology  – capital  – becomes the important 
third factor of  production. Second, there cannot be a general theory of  rent, 
because how rent is extracted from labour varies with each indigenous, ancient, 
Asiatic, feudal, capitalist or communist mode of  production. Third, in spite of  
the widely discussed and acknowledged problematic relationship between much 
Marxist political economy and post-colonialisation,63 Marx could also be seen 
as one of  the world’s first supporters of  indigenous land rights, and an early 
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environmentalist who recognised that the artificial division between humans 
and nature, especially in capitalism, would destroy nature and jeopardise the 
future of  humanity.64

The last chapter identifies some practical implications arising from the first 
chapters. It identifies four land-based strategies that policymakers can use to 
promote inclusive urban economic, social and environmental change. These 
policy tools are land value taxes, land nationalisation, the strengthening of  cus-
tomary land rights, and community land title. These strategies provide alterna-
tives to the policies promoted by some international and national organisations 
that assume urban development and economic growth will be fostered only 
by privatising land, establishing ‘free’ rather than fair real estate markets, and 
treating land as a commodity to be bought and sold for a profit.

This book will be of  interest to three types of  readers: first, advanced under-
graduate students, postgraduate students and scholars, in the Global North and 
the Global South, who are researching in depth urban issues such as real estate, 
land use legislation and planning, land taxation, urban development, urban 
policy, the local state and urban inequality; second, those interested in criti-
cally evaluating Marx’s political economic theories and methodology, especially 
those interested in reintegrating Marx’s views of  land into his critiques; and 
third, general readers who are interested in how cities in the Global North and 
Global South are changing and why, the world history of  urban development, 
and Marx’s approach to the environment.
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CHAPTER 2

Foundational Concepts 

Political economy proceeds from the fact of  private property.1 

Introduction 

Before discussing Marx’s specific comments on land, rent and cities, some pre-
liminary remarks are needed to clarify the foundational concepts used in the 
following chapters. 

This is necessary for two reasons. First, readers who are not familiar with polit-
ical economic concepts (such as land, rent, capital, value, social relations, contra-
dictions, class and the state) will find it useful to have an up-front explanation of  
these specialised terms. 

Second, there is no single, universal, unchanging definition of  economic cat-
egories (such as land, rent, state and cities) because the nature, scope and char-
acteristics of  these categories depends on the system of  production of  which 
they are a part. For example, in the analysis of  the economy of  any community 
or society ‘nothing seems more natural than to begin with ground rent, with 
landed property, since this is bound up with the earth, the source of  all produc-
tion and of  all being, and with the first form of  production of  all more or less 
settled  societies – agriculture’.2 This assumption is erroneous because, for exam-
ple, who owns land, who uses it and for what purposes, and who can lease the 
land (if  at all) is significantly different in an indigenous community (where the 
land is common property and used primarily for human sustenance) compared 
with land under a feudal mode of  production (where the landownership is ‘held’ 
by a monarch who provides it to a feudal lord in return for fealty and military 
service). 

In other words, to fully understand economic assets (such as land), economic 
practices (such as rent) and economic institutions (such as landed property) it is 
necessary to recognise their ‘historical specificity’3 and investigate them within 
their particular societal context. 
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Land

Economic conceptualisations of  land are generally atheoretical and ahistorical. 
Historically political economists (such as the Physiocrats in France, and Adam 
Smith and David Ricardo in England) assumed land was agricultural land. 
Today, economists are more likely to include ‘nature (minerals, water, fish in the 
oceans, the frequency spectrum, etc.)’ and the ‘physical sites or locations where 
production takes place’.4 

Marx held land to have four important features. First, land is a part of  the 
broader category of  nature (e.g. ‘an element of  nature, say land’).5 By nature, Marx 
referred to the ‘geological, hydrographical, climatic and so on’6 characteristics 
of  the ‘sensuous external world’, where the ‘objects of  nature’ included ‘plants, 
animals, stones, air, light, etc.’.7 Throughout his writings, nature included soils, 
water, oceans, plants, pastures, animals, forests, ores and other physical, chemical 
and biotic factors within, on and above the Earth, and so on. Significantly, nature 
refers to those aspects of  the material world that exist ‘without human assis-
tance, such as land, wind, water, metals in situ, and timber in virgin forests’8 and 
which exist independently of  people: ‘The soil (and this, economically speaking, 
includes water) in the virgin state in which it supplies man with necessaries or the 
means of  subsistence ready to hand, exists independently of  him …’9 

Second, humanity has always existed in a relationship with nature. People 
directly live off nature. People consume the products of  nature directly for ‘food, 
heating, clothes, a dwelling, etc.’ and use nature as materials, objects and ‘natu-
ral’ resources to produce the tools, technology, buildings and all other material 
aspects of  the life of  people. This relationship between people and nature is 
not voluntary or imagined: people ‘must remain in continuous interchange’ with 
nature if  we are not to die.10 This is why, in any civilisation, ‘the first premise of  
all human history is, of  course, the existence of  living human individuals … the 
first fact to be established is the physical organisation of  these individuals and 
their consequent relation to the rest of  nature.’11 

More specifically, land and other components of  nature have a use value for 
people, especially in the production by people of  the goods and services they need 
to live. In the language of  economists, land (nature) is a factor of  production, the 
source of  ‘natural’ resources for production.12 Nature can produce edible foods, 
fish, trees and minerals and so on with no human intervention. However, people 
have to work individually and together if  they are to separate the products of  
nature from their environment – to gather food, catch fish, fell timber or extract ores 
from the Earth – and to transform those ‘subjects of  labour’ into the goods and 
services they need for their own sustenance (food, clothing, shelter and so on) and 
for the maintenance of  the community into which they are born and live.13 

Third, Marx was clear that land (nature) was not just important for utilitarian, 
economic reasons of  production, but also has important non-economic values. 
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In one of  his early writings, Marx noted that ‘man’s physical and spiritual life 
is linked to nature’ because ‘man is a part of  nature’.14 In the earliest commu-
nities, people developed a ‘consciousness of  nature, which first appears to men 
as a completely alien, all-powerful and unassailable force’.15 This consciousness 
of  nature, which was distinct from their consciousness of  their community, dis-
tinguished people as separate from nature, and encouraged people to develop 
‘natural religions’ based on the observation of  the forces of  nature.16 

Marx’s three understandings of  land (nature), as the natural environment that 
exists independently of  humans, as a source of  natural resources for production, 
and as a source of  non-economic qualities (such as indigenous identity, spiritual-
ity, mental health and aesthetics) have been developed in many different ways.17 
Classics include Karl Polanyi on the dangers of  commodifying nature),18 James 
O’Connor on how capitalism necessarily destroys nature in the endless accumu-
lation of  capital19 and Paul Burkett on the role of  the working class in environ-
mental activism to save the planet and their lives.20 In addition, these issues are 
addressed by the Capitalism Nature Socialism journal,21 the Monthly Review journal22 
in the United States and the UK’s Red-Green Study Group.23 

The fourth feature of  land that was crucial for all of  Marx’s analyses was 
that, in almost all economies throughout human history, land has been property. 
Recognising land as landed property, or real estate, draws attention to the societal 
rules that govern land: who has access to, use of  and control over certain parts 
of  nature; who is excluded from the use of  the land (even though they may have 
a greater need for the natural resources); and the extent to which ownership of  
land should be subject to controls by society for the common good. This is dis-
cussed in detail next.

Land as property

For Marx, the most important economic characteristic of  land was that it could 
be taken into ownership and be treated as property. He developed this understand-
ing of  the character of  landed property when he studied law at the Universities 
of  Bonn and Berlin. From his earliest writings to his last, Marx consistently dis-
cussed land as being nature that had been taken into private, state or collective 
ownership, giving landowners a powerful influence over the economy. For exam-
ple, ‘The property in the soil is the original source of  all wealth, and has become 
the great problem upon the solution of  which depends the future of  the working 
class,’24 or ‘In general the relationship of  large and small landed property is like 
that of  big and small capital’ or ‘the monstrous power wielded by landed prop-
erty, when united hand in hand with industrial capital, enables it to be used 
against labourers engaged in their wage struggle’.25

What are the characteristics of  landed property that made it of  such interest 
to Marx? And how does Marx’s approach to landed property differ from the 
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‘property rights school’ of  economics which, like Marx, recognised there is a 
relation between economics and the law, but which, unlike Marx, attempted to 
provide a foundation for microeconomic theory26 and urban studies.27

Commonly understood, ‘ownership’ of  an asset (such as a parcel of  land) 
implies an individual owner has an absolute, undivided, exclusive control over 
that asset. This concept of  individual private ownership as absolute power over a 
thing is expressed in the ancient Roman maxim: ‘ius utendi fruendi et abutendi 
res sua quatenus juris ratio patitur’ [‘where the owner of  a thing has three differ-
ent rights over that thing – to use, take the fruits of, and dispose of  freely – with 
all other people being excluded from enjoying these rights over that thing’]28 

In reality, landed property is very rarely a situation where an individual has 
unitary and total control over a parcel of  land. Instead, landed property is more 
practically understood as ‘divided property’ where multiple bearers have differ-
ent rights in the same parcel of  land. 

In the approximately eighty countries with a common law tradition, ownership 
of  property is often described as consisting of  a ‘bundle’ of  rights, where multiple 
people hold different and often conflicting rights in the same asset. For example, 
the right of  the landowner to use a parcel of  land is limited by the rights of  the 
local government authority over that land (say, to enforce zoning regulations on 
the type of  house that can be built on the land). The right of  the landowner to take 
the fruits of  the land site (say, to lease the house for rent) is limited by the rights of  
the renter (say, to have ease of  access to the site and certainty over the length of  
time the renter can hold and use the land and house). The right of  the  landowner 
to dispose of  the land (say, to sell the land to another) is limited by the rights of  
others over the land (e.g. if  a financial institution has a mortgage over the land, 
which makes it, the mortgagee, the legal owner of  the land until the mortgage is 
repaid). Finally, the right of  the landowner to exclude all others from the use, ben-
efits or disposal of  the land is limited under certain circumstances (such as when 
a government uses its powers of  compulsory acquisition to acquire that land for 
public infrastructure such as schools, roads, hospitals and parks).

In the approximately 120 countries with a civil law tradition, there is a unitary 
or monopoly concept of  ownership, which, in general, cannot be divided or shared 
between different parties (as in common law countries). Instead, the rights of  own-
ership over landed property create ‘divided property’ through the right of  usufruct. 
In these countries, and consistent with the ancient Roman concept of  ownership 
(discussed above), a landowner has the rights to use, benefit from and dispose of  the 
land. Under the right of  usufruct, the landowner can ‘divide’ their ownership rights 
so that another person (or persons) can have a temporary right to use and benefit 
from the land (but not the right to dispose of, alter or damage the land). For exam-
ple, a landowner may provide their land to others for their exclusive use and benefit 
(so they can use the land to build, farm, lease, mortgage, bequest and so on) until, 
after a period of  time, the interests in the land revert back to the original owner.
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The fifth feature of  land that is crucial for Marx’s analyses is that landed prop-
erty rights establish interrelationships – or social relations of  dependency, obli-
gation and contradiction – between the different parties who hold various rights 
over the land. The idea of  divided property, or multiple bearers of  rights in the 
same parcel of  land, is not a uniquely Western idea, but establishing ‘the inter-
relationships of  the various competing rights’ originated in the Western system 
of  land rights during the feudal period.29 The rights, privileges and responsi-
bilities between different landowners, land users and land non-owners establish 
social relations of  power between them that are made explicit in the contracts, 
leases, mortgages, bequests and so on between those owners, users and non-own-
ers. These social relations of  power are enforced by the state and its institutions 
including the legislature, land planning and regulatory system and agencies, tax-
ation authorities, land and environment courts, the judiciary and police. 

The extent to which landowners can impose their rights over land, and the 
extent to which land non-owners can protect their interests in the land, change 
over time depending on the balance of  power between landowners and land 
non-owners. Even though the ‘rights’ of  property may appear to be universal, 
unchanging, pre-existing, ethically and legally rightful, they are socially con-
structed and enforced by the police and courts and other institutions of  the state. 
It is ‘[o]nly through legal determinations, which the society attributes to the fac-
tual property’, that private property receives ‘the quality of  rightful property’.30 
These ‘rights’ of  property are embedded in legislation, legal principles, land use 
regulations, administrative procedures, customs and practices which are devel-
oped by people, interest groups and the state over centuries. Land rights change 
over time, often incrementally, depending on the conflicts, and the balance of  
power, between landowner interest groups and land non-owner interest groups. 

Marx’s understanding of  land as the social relations of  power between all 
those who have different rights over the use, benefits and disposal of  a piece of  
land is distinctly different from the ‘property rights school’ of  thinking developed 
by scholars such as Svetozar Pejovic31 and Ronald Coase and promoted by the 
University of  Chicago since the 1960s. Coase held that land can be thought of  as 
a bundle of  rights but added: ‘We may speak of  a person owning land and using 
it as a factor of  production but what the land-owner in fact possesses is the right 
to carry out a circumscribed list of  actions.’32 His argument was that property 
rights are merely a ‘list of  actions’, a catalogue or inventory of  permitted uses 
held by an individual landowner. This school’s assumption that individuals can be 
thought of  as existing as solitary atoms and the rights of  property held by differ-
ent people establish no social relations with, dependencies on or responsibilities to 
others (its methodological individualism) blinded it to the fact that people live in 
social relationships with each other and are influenced, and limited by each other. 
People are ‘living carriers’ of  the legal and economic relations that are needed for 
the operation and reproduction of  the society of  which they are a part.33 
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The significance of  landed property as the social relations between the differ-
ent groups who hold rights in landed property are explored fully in coming chap-
ters. As will be shown in following chapters, property rights which establish social 
relations of  power between two classes of  people (landowners and land non-own-
ers) are one of  the most powerful institutions that shape all societies in the world. 
This understanding of  land-as-property also helps us explore and critique many 
real-world dynamics in cities such as the power of  landowners over tenants, con-
flicts between landowners and capital over rent, and the existence of  a landed 
property class which lobbies, funds and in other ways influences governments to 
protect the rights of  property developers and the urban real estate industry.

Dialectical social relations

A further refinement is needed to clarify Marx’s approach to the social relations 
of  landed property. This is that the social relations of  land are dialectical social 
relations. 

Dialectics was first written about by the ancient Greeks. For philosophers such 
as Socrates, Plato and Aristotle, dialectics described a method of  philosophi-
cal argument where one person would enter into a (debating) relationship with 
another by putting a view (the thesis), while the second person in the relationship 
would propose the opposite view (the antithesis), and then the back-and-forth 
debate between  the two would produce new knowledge or a deeper understand-
ing of  the issues (the synthesis). Hegel used this concept of  a dialectical rela-
tionship to argue that the clash of  ideas or consciousnesses will develop a more 
sophisticated understanding of  the world and, indeed, contribute to a better 
world itself: ‘Dialectics is what drives the development of  both reason as well as 
of  things in the world.’34 

Marx critiqued Hegel’s argument saying it was not the contradiction between 
people’s ideas or consciousness that caused the world to develop but the contra-
diction between material factors and actors that caused societies to develop. The 
most important contradictory relationships in a society, relationships that both 
structured the society and caused it to change, are those between the different 
groups who produce the goods and services people and society need to reproduce 
themselves over time. 

In the case of  land in a capitalist economy, for example, landowners owning 
land and wanting to earn a rent, and capitalists owning technology and wanting 
to produce a profit, enter into an arrangement with each other where the land-
owner leases their land to the capitalist for a period of  time (and collects rent) and 
the capitalist gains use of  the land for a period of  time (and pays rent). This is 
a dialectical social relationship: it is a mutually dependent relationship between two 
opposed interests that causes both interest groups to change how they operate and 
produce wider material changes in the industry and economy.35
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A capitalist may be forced to become more efficient or to innovate so they 
can pay the rent, or diversify their operations and buy land rather than lease 
land so that ‘a large part of  landed property falls into the hands of  the capitalists 
and those capitalists thus become simultaneously landowners’. The owners of  
capital may take legal and political action against landowners to try to reduce 
rental payments, undermine the political power of  the landowning class, limit 
the ‘rights’ of  landowners, defend their own political and economic power, and 
generally promote the capacity of  capital to maximise profit. On the other hand, 
the landowner may be forced to reduce their rent, or diversify into new industries 
such that ‘large landowners become at the same time industrialists’.36 Landed 
property owners may also defend their rights over property; protect their existing 
assets and try to increase the size of  their landholdings; combine into associations 
to protect their levels of  rent; and directly and indirectly influence the state to 
seek support in their struggles against capital.37 

However, in capitalism, what if  the contradictions in the mutually depend-
ent but dialectical relationship between land and capital cannot be resolved? 
Ultimately, while land can exercise a degree of  power over capital, it is geo-
graphically fixed.  On the other hand, for capital, if  the contradictions within the 
relationship become unresolvable and the competition on capital to continually 
grow its profits is too great, capital can always relocate to another suburb, city or 
nation: ‘Capital by its nature drives beyond every spatial barrier … [T]he anni-
hilation of  space by time – becomes an extraordinary necessity for it.’38 

Land tenure

In property  law, land tenure refers to the legal  regime or regimes  that exists in 
every society which determines who can hold (or own) land and use land, for how 
long and under what conditions. The system of  land tenure specifies the rights 
and responsibilities of  landowners and others who use the land, the role of  the 
state or other relevant authority overseeing and enforcing the land tenure system, 
and procedures to prevent tenure disputes and prosecute corruption. Six common 
forms of  land tenure in the world today are public, private, communal, collective, 
indigenous and customary tenure.39

Land tenure systems may be based on official laws and policies, informal or 
customary arrangements, or both. For example, feudal tenure is based on official 
arrangements: the ruler or Crown owns the land and allocates parcels of  land to 
landlords (in return for the provision of  fees or services), each of  whom then sub-
divides their allocation and doles the smaller land parcels to tenants (in return for 
payment of  money or services). 

Customary tenure, the set of  rules and norms that govern community owner-
ship, allocation, use and transfer of  land (and other natural resources), ‘are often 
based on traditional, unwritten, and locally relevant rules about how to use and 



28      Marx’s Theory of Land, Rent and Cities

allocate land and resources [and] facilitate social cohesion’.40 Typically, this system 
of  land tenure takes into account the significance of  the land for economic pur-
poses (for food, fuel, fibre, shelter and so on) as well as non-economic purposes (such 
as social stability, cultural identity and environmental sustainability)41 Customary 
duties to the land often include providing long-term custodianship of  the land for 
future generations. Common land tenure systems often combine both official and 
unofficial arrangements, where ownership of  land is held indivisibly by a commu-
nity and where rights cannot be divided and allocated to individual members of  
the community and are often held in trust for current and future members.42 

Land title is an administrative system for publicly registering that a parcel of  
landed property with defined boundaries was acquired and includes any condi-
tions that apply to the ownership of  the land (such as the existence of  easements 
over the land or other limitations on the ownership rights of  the landowner). 
Typically, the administrative infrastructure and funding needed to identify, docu-
ment and store title over land, and enforce ‘ownership’ of  those titles, is provided 
by the state, which also provides a degree of  certainty and legitimacy for the 
landownership system.43 

Stronger claims for the benefits of  land title systems were made by Hernando 
de Soto in 2000 in his book Mysteries of  Capital. He claimed in the section on 
‘Why Property Law Does Not Work Outside the West’ that new and improved 
systems of  land title are needed in Global South countries to reduce illegal 
land acquisitions, improve housing, strengthen the operations of  housing mar-
kets, and improve the capacity of  poor people to access finance (through mort-
gages and other real estate-based financial instruments), and more generally, 
improve the operation of  capitalism in the Global South. He also argued that 
introducing systems that officially registered landed property would deliver an 
additional non-economic benefit: ‘Widespread legal property will even help solve 
one of  their [the government’s and the elite’s] loudest and most persistent com-
plaints about the expanding urban poor – the need for more ‘law and order.’ … 
The right to property also engenders respect for law.’44 

De Soto’s claimed benefits of  land titling systems have been criticised as being 
empirically false and theoretically flawed;45 ineffective without other im prove-
ments to judicial systems and bankruptcy codes, and a restructuring financial 
market regulations;46 reductionist by inadequately addressing all the legal, eco-
nomic and social notions that make up ‘security of  tenure’;47 and limited in that 
it does not take into account alternative methods of  land valuation such as those 
in Indonesia where estimates of  fair compensation for land occur irrespective of  
whether the land is registered or not.48 Even so, the World Bank (2019) continues 
to fund the establishment of  land title systems in countries in the Global South 
with the narrow purpose that landowners can ‘use land titles to access credit to 
improve their land and dwellings – and expand businesses or open new ones, 
generating jobs, boosting productivity, and increasing incomes’.49
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As will be shown in coming chapters, Marx always held that different land 
tenure systems could not be analysed as standalone systems, and they are always 
structured by the particular mode of  production that supports the existence and 
reproduction of  each society.

Rent

Rent is commonly thought of  as a payment made by one party (such as a renter) 
to another (the lessor) for the temporary use of  something (such as a dwelling). 
In economics, rent has several other meanings. For political economists such as 
David Ricardo, rent was ‘the portion of  the produce of  the earth, which is paid 
to the landlord for the use of  the original and indestructible powers of  the soil’.50 
Ricardo stressed that rent is a distinct payment with its own ‘economic laws’ 
(which are unlike the economic laws that describe the payment of  wages for 
labour or profit for the use of  capital). He added that the quantity of  rent is 
determined by the fertility, location or other advantages of  particular plots of  
land such that the best land earns the highest rent, middle-quality land earns 
middle quantities of  rent and the worst land site will earn no rent. 

Neoclassical microeconomics changed the concept of  rent to include factors 
other than land (natural resources), and introduced the idea that ‘rent’ was the 
‘excess earnings over the amount necessary to keep the factor in its present occu-
pation’. There are modifications of  this approach, such as von Thünen’s idea 
that land rent is affected by geographical distance such that rent equals the yield 
of  the land (market price of  the commodities less production costs) less the cost 
of  freight to take the produce to market.51 

The key issues for Marx, however, were that rent arises solely from ownership 
of  land (he often called it ground rent) and does not arise from the quality of  
the land (such as its fertility or location) or from its distance to the market; rent 
of  land, he argued, ‘is established as a result of  the struggle between tenant and 
landlord’.52 Rent, in other words, ‘is a product of  society and not of  the soil’.53 

Marx also made a clear distinction between ground rent and building rent: while 
ground rent always is the tribute paid to a landowner for their permission to utilise 
for a period the earth over which they have exclusive property rights, this differs 
from building rent which consists of  returns on capital invested in land (such as 
investment in residential or commercial housing, industrial buildings and retail 
shopping centres). For example, a landowner who invests capital and builds a 
new warehouse on the land, and then leases the land (and its new warehouse) to 
a capitalist, will receive two payments in the ‘rent’: the actual ground rent for the 
lease of  the land, plus a payment for the capital that was used to build the ware-
house (plus interest and amortisation on the capital invested in building). The 
payment of  the interest on the capital does not constitute ground rent, which, 
Marx insists, is always paid only for the use of  the land.54
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What, then, is the source of  rent if  not the fertility of  soil?  Marx shows rent 
always originates with, and is extracted from, the direct producers who work the 
land, be they slaves, serfs, peasants or farm labourers.55 Chapters 3, 4 and 5 in 
particular will explore in detail how ‘Rent results from the social relations in which 
the exploitation of  the land takes place’.56 

Land and value 

Another key concept that is at the heart of  Marx’s explanation of  land and rent 
is that of  value, including the measurement of  value. 

In all societies, irrespective of  their mode of  production, people exchange 
goods and services with each other. With friends and family, for example, these 
exchanges may be based on a reciprocal sharing arrangement, or unilateral 
gift giving. However, economic exchanges (such as the exchange of  labour for 
wages, or access to land for rent) are much more complex exchanges and, unlike 
exchanges with family and friends, typically involve transfers between strangers. 

The classical political economists noted that, in the economy, people gen-
erally exchanged goods and services of  equal value. The question then arose: 
what is the source of  value, and how can it be measured? Adam Smith, David 
Ricardo, John Stuart Mill57 and Thomas Malthus58 developed the labour theory 
of  value to explain how economic exchanges occurred. The labour theory of  
value theory holds that goods and services exchange on the basis of  their value, 
that is, the amount of  labour (measured as labour-time) that was necessary to 
produce the goods and services. The benefits of  the labour theory of  value 
include: it is measurable (in units of  labour-hours spent producing a commodity); 
labour-time is a relatively stable measure of  value in markets and can be used 
to analyse the GDP of  nations;59 and labour measures of  value can explain why 
commodities exchange at a ratio fixed by the relative differences in the labour 
times used to make the commodities (e.g. 1,000 simple products, each made with 
five hours of  labour, will be needed to exchange for one complex product, made 
with 5,000 hours of  labour). The labour theory of  value is clearly different from 
microeconomic theory, which stipulates economic exchanges occur in a market 
based on the subjective, non-measurable evaluations of  psychological ‘utility’ or 
‘preferences’ of  the buyer and seller,60 although it does have some relevance to 
Keynesian economics.61

Marx was critical of  some aspects of  the classical economists’ labour theory of  
value. For example, he clarified that value needed to be measured by the labour-
time which is socially necessary to produce goods and services.62 By ‘the labour time 
socially necessary for its production’ Marx meant the average amount of  labour, 
or the labour time ‘required to produce an article under the normal conditions 
of  production, and with the average degree of  skill and intensity prevalent at the 
time’.63 
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Marx also saw a significant flaw in the political economists’ theory of  value. 
Given that the value of  labour and capital could be measured (in units of  the 
labour hours socially necessary for their production), what then was the value of  
land. Land, water, trees, minerals and all the other elements of  nature are created 
and exist naturally: they are not a product of  labour, and therefore, by definition, 
natural resources have no value. If  land has no value, it therefore contributes no 
value to the production of  commodities. On what basis then is land bought and 
sold; if  it has no value, how is its price determined when it is exchanged in the 
market? Furthermore, why is rent (one form of  value) paid for the use of  land if  
it is a ‘free gift of  Nature’ and adds no value to production:

Natural elements entering as agents into production, and which cost nothing, no 
matter what role they play in production, do not enter as components of  capital, 
but as a free gift of  Nature to capital, that is, as a free gift of  Nature’s productive 
power to labour, which, however, appears as the productiveness of  capital, as all 
other productivity under the capitalist mode of  production.64 

Marx’s solution to this apparent dilemma for the labour theory of  value is dis-
cussed in detail in Chapter 5.

Mode of production

Every ‘social formation’ (community or society), with its people, families, govern-
ment and other institutions, and culture, must have a well-organised, continu-
ously operating system for producing the material basis of  that social formation. 
That is, every society must have the industries, workforce, technology, markets 
and other economic processes to produce enough goods and services for people 
to sustain themselves and for the social formation to reproduce itself  over time. 
Specifically, the economy needs to produce the food, clothing, shelter and other 
necessities for people to live, as well as the physical infrastructure (such as com-
munications and transport), social infrastructure (such as childcare and educa-
tion), system of  government, defence force and so on, that the society needs to 
maintain and perpetuate itself. In other words, in all communities and societies, 
‘The first historical act is thus the production of  the means to satisfy these needs, 
the production of  material life itself.’65 

In general, the production of  the material bases of  communities and soci-
eties  always rests on some common economic characteristics such as having 
access  to natural resources (land), people to work (labour) to transform those 
natural resources into useful goods and services, tools and machinery, transport 
routes and other infrastructure, markets, some form of  currency or finance, 
and so on. In practice, throughout history, communities and societies have 
developed many different ways to organise all these elements of  production; 
that is, into different modes of  production. Furthermore, depending on how 
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production is organised, one sector of  industry will always dominate and struc-
ture the others: ‘There is in every social formation a particular branch of  pro-
duction which determines the position and importance of  all the others, and 
the relations obtaining in this branch accordingly determine the relations of  all 
other branches as well.’66

Marx identified six basic modes of  production: the indigenous, ancient, 
Asiatic, feudal, capitalist and communist modes of  production. Each mode of  
production divides all the people in the community or society in particular ways 
that make production possible. For example, the mode of  production divides 
the population into producers and consumers, into different industries (such as 
agriculture, manufacturing, construction, transport and finance),67 as well as into 
production and commerce,68 and into those who carry out mental labour and 
physical labour, the private sector and the public sector, and so on. Each mode of  
production has its own form of  landed property; its own ways of  organising who 
in the society works (the labour force) and who controls the labour force; its own 
ways of  producing the necessary goods and services needed for the sustenance of  
the population and the maintenance of  the society itself; its own arrangements 
for who captures any surplus-to-requirements goods and services (wealth) that 
are produced by labour, and its own particular ruling class which rules the soci-
ety in such a way that it perpetuates the mode of  production and its associated 
hierarchy of  rulers and the ruled.

It is important to clarify that these modes of  production did not develop in a 
sequential, mechanical or linear way. Marx, especially in his writings on land (as 
will be shown in this book), made it clear that it is not the case that the indigenous 
mode of  production existed at the dawn of  humanity, the ancient and Asiatic 
modes appeared two millennia ago, the feudal mode of  production existed only 
in the Middle Ages, capitalism emerged in England and the Netherlands in the 
sixteenth to seventeenth centuries, and that the communist mode of  production 
will replace capitalism in the future. Instead, as will be shown, all of  these modes 
of  production continue to exist to some degree in the world today, in parallel and 
often in competition with each other. 

When each mode of  production establishes particular population-wide 
 divisions of  labour between land and labour, country and city, production and 
commerce, and so on, the mode of  production also establishes social relations 
between these divided groups. The divided groups, which may have contradic-
tory economic interests, are also dependent on each other. They must enter into 
social relations with each other so they can coordinate, collaborate, exchange 
and, when necessary, struggle against, the other so that they can achieve their 
interests. In other words: ‘In order to produce, [people] enter into definite con-
nections and relations to one another, and only within these social connections 
and relations does their influence upon nature operate – i.e., does production 
take place.’69
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This society-wide division of  the population into economic groups that make 
up the mode of  production, and the concomitant social relations that are estab-
lished between these groups so people can meet their own needs (and the needs of  
the society as a whole), also has a strong influence over the non-economic aspects 
of  society. The interest groups with the most power and resources within the 
mode of  production, often in the face of  opposition by those with the least power 
and resources, struggle to control the way the society is governed, the nature and 
structure of  the social institutions in the society (such as law and order, education, 
health, media and the family), and the cultural norms and values of  the society. 
The relationship between the economic foundation of  societies and the social, 
political and intellectual components of  society is summarised in one of  Marx’s 
most famous, and debated,70 statements:

In the social production of  their existence, men inevitably enter into definite rela-
tions, which are independent of  their will, namely relations of  production appro-
priate to a given stage in the development of  their material forces of  production. 
The totality of  these relations of  production constitutes the economic structure 
of  society, the real foundation, on which arises a legal and political superstructure 
and to which correspond definite forms of  social consciousness. The mode of  
production of  material life conditions the general process of  social, political and 
intellectual life. It is not the consciousness of  men that determines their existence, 
but their social existence that determines their consciousness.71

This book will show that one of  the major divisions of  labour that occur in all 
modes of  production is ‘the separation of  the towns from the country’.72 Each 
mode of  production establishes its own types of  cities with particular economic 
and political functions that are needed to support and defend the particular mode 
of  production. These cities are structured within the limits set by the particular 
mode of  production and are continually shaped by the imperatives of  landed 
property, different forms of  rent and the actions of  the landowning class. On 
occasions, struggles by classes within cities have also brought about revolutionary 
changes to the prevailing mode of  production itself.

Human emancipation

Some newcomers to political economy (and economics more narrowly) find it 
disconcerting that Marx’s political economics seems so intertwined with calls 
for revolution. In developing his critique of  the dominant mode of  production 
that existed in his time, capitalism, Marx was explicit that he wanted to dis-
close ‘the special laws that regulate the origin, existence, development, death of  
a given social organism [capitalism] and its replacement by another and higher 
one’.73 

Marx was impressed by capitalism as a system of  production. For example, 
Marx and Engels noted in The Communist Manifesto: ‘The bourgeoisie, during its 
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rule of  scarce one hundred years, has created more massive and more colossal 
productive forces than have all preceding generations together.’74 They added 
that capitalism had also ‘created enormous cities [and] greatly increased the 
urban population as compared with the rural’. However, this mode of  produc-
tion also necessarily subjugates ‘Nature’s forces to man’,75 exploits the majority 
of  people (workers), produces for profit rather than the needs of  people, and 
systematically creates unemployment, poverty, homelessness, social inequalities 
and other social ills. 

The core problem with the capitalist mode of  production is that it controls 
the lives of  billions of  people without any democratic control. In many nations 
around the world, people have a degree of  democratic control over their gov-
ernments, but they have no control over the capitalist laws that operate in ways 
that are ‘independent of  their will’.76 Capitalism is a ‘social process that goes on 
behind the backs of  the producers’ which appears ‘to be fixed by custom’.77 

This is why Marx was not interested in describing, explaining or forecasting 
the behaviour of  capitalist markets, industries or economies – as is the objective 
of  orthodox economists – but wanted to emancipate people from the inhumane 
and undemocratically controlled regulation of  their lives. He wanted to replace 
capitalism with a democratic, non-exploitative and non-destructive mode of  pro-
duction that produces enough goods and services to meet the needs of  all people. 
Only when societies have a government and an economy that is under the dem-
ocratic control of  working people will there ever be true human emancipation.78

Notes

 1. K. Marx, ‘Estranged Labour’, Economic and Philosophic Manuscripts of  1844, Moscow: 
Progress Publishers, 1959, https://www.marxists.org/archive/marx/works/1844/
epm/1st.htm

 2. K. Marx, Grundrisse der Kritik der politischen Ökonomie [1857–8], first published Moscow, 
Marx–Engels Institute, 1939; English translation available at https://www.marxists.org/
archive/marx/works/1857/grundrisse/ch01.htm 

 3. G. M. Hodgson, How Economics Forgot History: The Problems of  Historical Specificity in Social 
Science, London, Routledge, 2001.

 4. J. Ryan-Collins, T. Lloyd and L. Macfarlane, Rethinking the Economics of  Land and Housing, 
London, Zed Books, 2017, p. 38.

 5. K. Marx, Theories of  Surplus Value, https://www.marxists.org/archive/marx/works/1863/
theories-surplus-value/ch09.htm#s3 

 6. K. Marx and F. Engels, The German Ideology, pt 1.A, Moscow, Progress Publishers, 1968, 
https://www.marxists.org/archive/marx/works/1845/german-ideology/ch01a.htm 

 7. Marx, ‘Estranged Labour’. 
 8. K. Marx, Capital, vol. I, ch. 8, Moscow, Progress Publishers, 1887, https://www.marxists.

org/archive/marx/works/1867-c1/ch08.htm
 9. Ibid., vol. I, ch. 7, https://www.marxists.org/archive/marx/works/1867-c1/ch07.h t m # 1 a 
10. Ibid. 

https://www.marxists.org/archive/marx/works/1844/epm/1st.htm
https://www.marxists.org/archive/marx/works/1844/epm/1st.htm
https://www.marxists.org/archive/marx/works/1857/grundrisse/ch01.htm
https://www.marxists.org/archive/marx/works/1857/grundrisse/ch01.htm
https://www.marxists.org/archive/marx/works/1863/theories-surplus-value/ch09.htm#s3
https://www.marxists.org/archive/marx/works/1863/theories-surplus-value/ch09.htm#s3
https://www.marxists.org/archive/marx/works/1845/german-ideology/ch01a.htm
https://www.marxists.org/archive/marx/works/1867-c1/ch08.htm
https://www.marxists.org/archive/marx/works/1867-c1/ch08.htm
https://www.marxists.org/archive/marx/works/1867-c1/ch07.h​t​m​#​1​a


Foundational Concepts       35

11. Marx and Engels, The German Ideology, pt 1.A.
12. As Marx and Engels noted in The German Ideology: ‘The first premise of  all human history 

is, of  course, the existence of  living human individuals. Thus, the first fact to be estab-
lished is the physical organisation of  these individuals and their consequent relation to 
the rest of  nature.’ 

13. Ibid.
14. Marx, ‘Estranged Labour’.
15. Marx and Engels, The German Ideology, pt 1.A.
16. ‘Natural’ religions assume God, soul and spirits are a part of  nature, unlike those based 

on divine revelation.
17. T. Benton, ‘What Karl Marx Has to Say about Today’s Environmental Problems’, The 

Conversation (Australian edn), 5 June 2018, https://theconversation.com/what-karl-marx-
has-to-say-about-todays-environmental-problems-97479

18. K. Polanyi, The Great Transformation: The Political and Economic Origins of  Our Time, Boston, 
MA, Beacon Press, 2018.

19. J. O’Connor, Natural Causes: Essays in Ecological Marxism, New York, Guilford Press,  
1998.

20. P. Burkett, Marx and Nature: A Red and Green Perspective, Chicago, IL, Haymarket Books, 
2014.

21. For example, J. O’Connor, ‘Capitalism, Nature, Socialism: A Theoretical Introduction’, 
Capitalism Nature Socialism, vol. 1, no. 1, 1988, pp. 11–38.

22. For example, J. Bellamy Foster, B. Clark and R. York, The Ecological Rift: Capitalism’s War 
on the Earth, New York, New York University Press, 2010.

23. For example, Red-Green Study Group’s What on Earth is to be Done?, Manchester, Red-
Green Study Group, 1995, http://redgreenstudygroup.org.uk/what-on-earth-is-to-be-
done/

24. K. Marx, ‘The Nationalisation of  the Land’, International Herald, no. 11, 15 June 1872, 
https://www.marxists.org/archive/marx/The works/1872/04/nationalisation-land.h t m 

25. K. Marx, Capital, vol. III, Moscow, Progress Publishers, 1956, https://www.marxists.org/
archive/marx/works/1894-c3/ch46.htm 

26. For example, N. Furniss, ‘The Political Implications of  the Public Choice-Property Rights 
School’, The American Political Science Review, vol. 72, no. 2, 1978, pp. 399–410.

27. For example, M. B. Havel, ‘The Effect of  Formal Property Rights Regime on Urban 
Development and Planning Methods in the Context of  Post-Socialist Transformation: 
An Institutional Approach’, in R. Levine-Schnur (ed.), Measuring the Effectiveness of  Real 
Estate Regulation, New York, Springer, 2020.

28. E. Zendeli, ‘The Notion and Legal Space of  Exercising the Right to Ownership’, Journal 
of  Civil and Legal Sciences, vol. 2, 2013, p. 104. 

29. H. J. Berman, Law and Revolution: The Formation of  the Western Legal Tradition, Cambridge, 
MA, Harvard University Press, 1983, p. 312.

30. K. Marx, Critique of  Hegel’s Philosophy of  Right, pt 5, Cambridge: Cambridge University 
Press, 1970, https://www.marxists.org/archive/marx/works/1843/critique-hpr/ch05.
htm

31. S. Pejovich (ed.), The Economics of  Property Rights, Cheltenham, Edward Elgar Publishing, 
2001.

32. R. H. Coase, ‘The Problem of  Social Cost’, Journal of  Law and Economics, vol. 3, 1960, 
pp. 1–44.

https://theconversation.com/what-karl-marx-has-to-say-about-todays-environmental-problems-97479
https://theconversation.com/what-karl-marx-has-to-say-about-todays-environmental-problems-97479
http://redgreenstudygroup.org.uk/what-on-earth-is-to-be-done/
http://redgreenstudygroup.org.uk/what-on-earth-is-to-be-done/
https://www.marxists.org/archive/marx/
https://www.marxists.org/archive/marx/works/1894-c3/ch46.htm
https://www.marxists.org/archive/marx/works/1894-c3/ch46.htm
https://www.marxists.org/archive/marx/works/1843/critique-hpr/ch05.htm
https://www.marxists.org/archive/marx/works/1843/critique-hpr/ch05.htm


36      Marx’s Theory of Land, Rent and Cities

33. K. Marx, Grundrisse, London, Penguin Books in association with New Left Review, 1973, 
ch. 10, https://www.marxists.org/archive/marx/works/1857/grundrisse/ch10.htm# 
p540

34. J. E. Maybee, ‘Hegel’s Dialectics’, The Stanford Encyclopedia of  Philosophy, Winter 2020 
Edition, Edward N. Zalta (ed.), https://plato.stanford.edu/archives/win2020/entries/
hegel-dialectics/

35. K. Marx, ‘Antithesis of  Capital and Labour’, Economic and Philosophic Manuscripts of  
1844, Moscow, Progress Publishers, 1959, https://www.marxists.org/archive/marx/
works/1844/manuscripts/second.htm 

36. K. Marx, ‘Rent of  Land’, Economic and Philosophic Manuscripts of  1844, Moscow, Progress 
Publishers, 1959, https://www.marxists.org/archive/marx/works/1844/manuscripts/
rent.htm

37. For example, The Centre for Public Integrity, ‘Case Study: The Property and Construction 
Industry’, Industry Political Donations and Disclosable Payments, Washington, DC, The Center 
for Public Integrity, 2021, https://publicintegrity.org.au/wp-content/uploads/2021/01/
Donations-case-study-property-and-construction-industry-1.pdf

38. K. Marx, ‘The Chapter on Capital’, Grundrisse, ch. 10, London: Penguin Books in associ-
ation with New Left Review, 1973, https://www.marxists.org/archive/marx/works/1857/
grundrisse/ch10.htm

39. Food and Agriculture Organization, Voluntary Guidelines on the Responsible Governance of  
Tenure of  Land, Fisheries and Forests in the Context of  National Food Security, Rome, Food and 
Agriculture Organization, 2012, http://www.fao.org/3/i2801e/i2801e.pdf

40. United States Agency for International Development, ‘What Is Land Tenure?’, LandLinks, 
Washington, DC, United States Agency for International Development, n.d., https://
www.land-links.org/what-is-land-tenure/

41. Food and Agriculture Organization, Voluntary Guidelines on the Responsible Governance of  
Tenure of  Land, Fisheries and Forests in the Context of  National Food Security, Rome, Food and 
Agriculture Organization, 2012, http://www.fao.org/3/i2801e/i2801e.pdf

42. For a recent discussion of  the nature and economic potential of  the commons, see 
F. Obeng-Odoom, The Commons in an Age of  Uncertainty: Decolonizing Nature, Economy, and 
Society, Toronto, University of  Toronto Press, 2020.

43. An alternative land registration system is the deed registration system which documents 
that there was a transfer of  property from one person or party to another, but without 
necessarily recording the ownership rights of, and limits on, the landowner.

44. H. de Soto, The Mystery of  Capital: Why Capitalism Triumphs in the West and Fails Everywhere 
Else, London, Transworld Digital, 2010.

45. A. Gilbert, ‘On the Mystery of  Capital and the Myths of  Hernando de Soto: What 
Difference Does Legal Title Make?’, International Development Planning Review (formerly 
Third World Planning Review), vol. 24, no. 1, 2002, pp. 1–19; and D. Bromley, ‘Formalising 
Property Relations in the Developing World: The Wrong Prescription for the Wrong 
Malady’, Land Use Policy, vol. 26, 2008, pp. 20–7.

46. J. Clift, ‘Hearing the Dogs Bark’, Finance and Development Magazine, Washington, DC, 
International Monetary Fund, Dec. 2003, pp. 8–11.

47. F. Obeng-Odoom and F. Stilwell, ‘Security of  Tenure in International Development 
Discourse’, International Development Planning Review, vol. 35, no. 4, 2013, pp. 315–33.

48. F. Obeng-Odoom, ‘Valuing Unregistered Urban Land in Indonesia’,  Evolutionary and 
Institutional Economics Review, vol. 15, 2018, pp. 315–40.

https://www.marxists.org/archive/marx/works/1857/grundrisse/ch10.htm#
https://plato.stanford.edu/archives/win2020/entries/hegel-dialectics/
https://plato.stanford.edu/archives/win2020/entries/hegel-dialectics/
https://www.marxists.org/archive/marx/works/1844/manuscripts/second.htm
https://www.marxists.org/archive/marx/works/1844/manuscripts/second.htm
https://www.marxists.org/archive/marx/works/1844/manuscripts/rent.htm
https://www.marxists.org/archive/marx/works/1844/manuscripts/rent.htm
https://publicintegrity.org.au/wp-content/uploads/2021/01/Donations-case-study-property-and-construction-industry-1.pdf
https://publicintegrity.org.au/wp-content/uploads/2021/01/Donations-case-study-property-and-construction-industry-1.pdf
https://www.marxists.org/archive/marx/works/1857/grundrisse/ch10.htm
https://www.marxists.org/archive/marx/works/1857/grundrisse/ch10.htm
http://www.fao.org/3/i2801e/i2801e.pdf
https://www.land-links.org/what-is-land-tenure/
https://www.land-links.org/what-is-land-tenure/
http://www.fao.org/3/i2801e/i2801e.pdf


Foundational Concepts       37

49. W. Zakout, ’Stand with Us to Help Make Land Rights a Reality for Millions of  Women 
around the World’, Sustainable Cities Blog, Washington, DC, World Bank, 9 May 2019, 
https://blogs.worldbank.org/sustainablecities/make-land-rights-a-reality-millions-
women-around-world

50. D. Ricardo, ‘On Rent’, On the Principles of  Political Economy and Taxation, London, John 
Murray, 1817, https://www.marxists.org/reference/subject/economics/ricardo/tax/
ch02.htm 

51. C. Clark, ‘Von Thunen’s Isolated State’,  Oxford Economic Papers, vol.  19, no.  3, 1967, 
pp. 370–7. 

52. Marx, ‘Rent of  Land’.
53. K. Marx, The Poverty of  Philosophy, ch. 2.4, Moscow, Progress Publishers, 1955, https://

www.marxists.org/archive/marx/works/1847/poverty-philosophy/ch02d.htm
54. Marx, Capital, vol. III, ch. 37, https://www.marxists.org/archive/marx/works/1894-c3/

ch37.htm 
55. Ibid., vol.  III, ch. 47, https://www.marxists.org/archive/marx/works/1894-c3/ch47.

htm 
56. Marx, The Poverty of  Philosophy, ch. 2.4, https://www.marxists.org/archive/marx/

works/1847/poverty-philosophy/ch02d.htm
57. W. J. Barber, A History of  Economic Thought, London, Penguin Books, 1991.
58. G. de Vivo, ‘Malthus’s Theory of  the Constant Value of  Labour’, Contributions to Political 

Economy, vol. 31, no. 1, 2012, pp. 103–20.
59. A. M. Shaikh and A. Tonak, Measuring the Wealth of  Nations: The Political Economy of  National 

Accounts, Cambridge, Cambridge University Press, 1996.
60. P. C. Dooley, The Labour Theory of  Value, 1st edn, London, Routledge, 2005. 
61. B. Dunn, Keynes and Marx, Manchester, Manchester University Press, 2021.
62. Marx, Capital, vol.  I, ch. 6, https://www.marxists.org/archive/marx/works/1867-c1/

ch06.htm
63. Ibid., vol.  1, ch. 1, https://www.marxists.org/archive/marx/works/1867-c1/ch01.

htm 
64. Ibid., vol.  III, ch. 44, https://www.marxists.org/archive/marx/works/1894-c3/ch44.

htm 
65. Marx and Engels, The German Ideology. In contrast, economic theorists begin their 

analyses of  societies by assuming the prior existence of  markets or isolated, rational, 
profit- maximising individuals (microeconomics) or measures of  a nation’s gross domes-
tic product (macroeconomics), while political scientists typically begin their analyses of  
societies by assuming the prior existence of  power, politicians, governments and/or a 
state.

66. K. Marx, Preface to A Contribution to the Critique of  Political Economy, Moscow, Progress 
Publishers, 1977, https://www.marxists.org/archive/marx/works/1859/crit i q u e - p o l - e c 
o n o m y/preface.htm 

67. Marx, Capital, vol. I. ch. 14, https://www.marxists.org/archive/marx/works/1867-c1/
ch14.htm

68. Marx and Engels, The German Ideology, pt 1.C, https://www.marxists.org/archive/marx/
works/1845/german-ideology/ch01c.htm

69. K. Marx, ‘Nature and Growth of  Capital’, Wage Labour and Capital, Marxists Internet 
Archive, 1993, https://www.marxists.org/archive/marx/works/1847/wage-labour/c h 0 
5 . h tm

https://blogs.worldbank.org/sustainablecities/make-land-rights-a-reality-millions-women-around-world
https://blogs.worldbank.org/sustainablecities/make-land-rights-a-reality-millions-women-around-world
https://www.marxists.org/reference/subject/economics/ricardo/tax/ch02.htm
https://www.marxists.org/reference/subject/economics/ricardo/tax/ch02.htm
https://www.marxists.org/archive/marx/works/1847/poverty-philosophy/ch02d.htm
https://www.marxists.org/archive/marx/works/1847/poverty-philosophy/ch02d.htm
https://www.marxists.org/archive/marx/works/1894-c3/ch37.htm
https://www.marxists.org/archive/marx/works/1894-c3/ch37.htm
https://www.marxists.org/archive/marx/works/1894-c3/ch47.htm
https://www.marxists.org/archive/marx/works/1894-c3/ch47.htm
https://www.marxists.org/archive/marx/works/1847/poverty-philosophy/ch02d.htm
https://www.marxists.org/archive/marx/works/1847/poverty-philosophy/ch02d.htm
https://www.marxists.org/archive/marx/works/1867-c1/ch06.htm
https://www.marxists.org/archive/marx/works/1867-c1/ch06.htm
https://www.marxists.org/archive/marx/works/1867-c1/ch01.htm
https://www.marxists.org/archive/marx/works/1867-c1/ch01.htm
https://www.marxists.org/archive/marx/works/1894-c3/ch44.htm
https://www.marxists.org/archive/marx/works/1894-c3/ch44.htm
https://www.marxists.org/archive/marx/works/1859/crit​i​q​u​e​-​p​o​l​-​e​c​o​n​o​m​y/preface.htm
https://www.marxists.org/archive/marx/works/1859/crit​i​q​u​e​-​p​o​l​-​e​c​o​n​o​m​y/preface.htm
https://www.marxists.org/archive/marx/works/1867-c1/ch14.htm
https://www.marxists.org/archive/marx/works/1867-c1/ch14.htm
https://www.marxists.org/archive/marx/works/1845/german-ideology/ch01c.htm
https://www.marxists.org/archive/marx/works/1845/german-ideology/ch01c.htm
https://www.marxists.org/archive/marx/works/1847/wage-labour/c​h​0​5​.​h​tm
https://www.marxists.org/archive/marx/works/1847/wage-labour/c​h​0​5​.​h​tm


38      Marx’s Theory of Land, Rent and Cities

70. R. Beamish, ‘Base and Superstructure’, in G. Ritzer (ed.), Blackwell Encyclopedia of  Sociology, 
Hoboken, NJ, John Wiley & Sons, 2017, pp. 224–6.

71. Marx, Preface to A Contribution to the Critique of  Political Economy, https://www.marxists.
org/archive/marx/works/1859/critique-pol-economy/preface.htm

72. Marx, The Poverty of  Philosophy, ch. 2, https://www.marxists.org/archive/marx/
works/1847/poverty-philosophy/ch02b.htm

73. Marx, Capital, vol. I, Afterword to the Second German Edition, https://www.marxists.
org/archive/marx/works/1867-c1/p3.htm

74. K. Marx and F. Engels, The Manifesto of  the Communist Party, https://www.marxists.org/
archive/marx/works/1848/communist-manifesto/ch01.htm 

75. Ibid.
76. Marx, Preface to A Contribution to the Critique of  Political Economy.
77. Marx, Capital, vol.  I, ch. 1, https://www.marxists.org/archive/marx/works/1867-c1/

ch01.htm
78. International Workingman’s Association, ‘Resolution of  the London Conference on 

Working Class Political Action, as adopted by the London Conference of  the International, 
September, 1871’, https://www.marxists.org/archive/marx/works/1871/09/polit i c s - r e 
s o l ution.htm

https://www.marxists.org/archive/marx/works/1859/critique-pol-economy/preface.htm
https://www.marxists.org/archive/marx/works/1859/critique-pol-economy/preface.htm
https://www.marxists.org/archive/marx/works/1847/poverty-philosophy/ch02b.htm
https://www.marxists.org/archive/marx/works/1847/poverty-philosophy/ch02b.htm
https://www.marxists.org/archive/marx/works/1867-c1/p3.htm
https://www.marxists.org/archive/marx/works/1867-c1/p3.htm
https://www.marxists.org/archive/marx/works/1848/communist-manifesto/ch01.htm
https://www.marxists.org/archive/marx/works/1848/communist-manifesto/ch01.htm
https://www.marxists.org/archive/marx/works/1867-c1/ch01.htm
https://www.marxists.org/archive/marx/works/1867-c1/ch01.htm
https://www.marxists.org/archive/marx/works/1871/09/polit​i​c​s​-​r​e​s​o​l​ution.htm
https://www.marxists.org/archive/marx/works/1871/09/polit​i​c​s​-​r​e​s​o​l​ution.htm


CHAPTER 3

Indigenous, Ancient and Asiatic Land

The history of  classical antiquity is the history of  cities, but of  cities founded on 
landed property and on agriculture; Asiatic history is a kind of  indifferent unity of  
town and countryside (the really large cities must be regarded here merely as royal 
camps, as works of  artifice erected over the economic construction proper) …1

Introduction 

Throughout human history, different civilisations have developed on the basis 
of  their own particular modes of  production.2 This chapter discusses three of  
them: the indigenous, ancient and Asiatic modes of  production.3 Each mode of  
production establishes its own form of  landed property, rent and cities. 

Despite their differences, these three modes of  production are consid-
ered together because they are all the material foundations of  communities 
(Gemeinschaft), social totalities based on family, extended kin, neighbours and 
clans, and common ancestors: that is, communities where members share ‘blood, 
language, customs’.4 

Analysing these modes of  production and their associated communities pro-
vides insights into many contemporary issues including struggles over indigenous 
land rights, societies based on nationalised land, the activities of  the landed prop-
erty class, the nature of  the state, and how social contradictions cause social and 
economic change. 

Marx discussed these communities at length in The German Ideology, Grundrisse 
and volume III of  Capital, and made passing reference to them in many of  his 
other writings identified throughout the chapter. Despite their abundance of  
insights for economists, sociologists, political scientists and others, Marx’s writ-
ings on indigenous, ancient and Asiatic civilisations have been given relatively 
little sustained attention except by scholar-activists such as Georg Lukacs and 
Karl Korsch.5

Indigenous mode of production 

The first mode of  production discussed by Marx was the mode of  production 
that is common to Stamm communities around the world. 

Stamm is often translated into English as ‘tribes’, ‘clans’ or ‘gens’ (e.g. ‘the 
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tribal  mode of  production’), but in the twenty-first century Stamm is more 
 accurately understood as referring to indigenous communities made up of  
Aboriginal, First Peoples and First Nations peoples. These communities have 
three common characteristics. First, these communities are based on a shared 
kinship, ancestry or heritage. Second, they are collective owners of  the land 
upon which they live and produce. Third, they are a social unity where all mem-
bers organise together to work on their common land for the good of  the com-
munity and its members. That is, in the indigenous mode of  production, there 
is no division between the members of  the community, the proprietors of  the 
land, and the workers of  the land: there is a unity between community, property 
and labour.

The indigenous mode of  production is one of  the ‘pre-capitalist economic for-
mations’.6 It takes various forms around the world depending on the productivity 
of  the land and the type of  internal organisation of  labour used by the commu-
nity to gain their sustenance from the land. The indigenous mode of  production 
includes nomadic production (such as hunting and gathering, or pastoralism); 
the use of  land management techniques (such as the use of  fire) to strengthen 
the productivity of  the land in a sustainable way and without damaging nature; 
and, in communities with a highly organised common workforce, agriculture.7 
The indigenous mode of  production based on community-organised agriculture, 
such as is or was found in ‘Mexico, and especially Peru, among the Ancient Celts, 
and some tribes of  India’,8 was able to established complex, long-lasting civilisa-
tions centred on cities with palaces, temples, marketplaces and other buildings. 

This pre-capitalist mode of  production continues to be of  importance to mil-
lions of  people in the world today. Pastoralism, for example, contributes up to 80 
per cent to the agricultural gross domestic product (GDP) of  many African coun-
tries and makes up two-thirds of  Mongolia’s GDP.9 As well as a producing meat, 
milk, hides and leather goods for use and for sale domestically, pastoralism is also 
a source of  internationally traded goods such as cashmere fibre (from China) and 
leather and leather goods (from Ethiopia).10

Land is crucial to the indigenous mode of  production: ‘The earth is the great 
laboratory, the arsenal which provides both the means and the materials of  
labour, and also the location, the basis of  the community.’11 The land is the col-
lective property of  all the members of  the community: ‘they regard themselves 
as its communal proprietors … Only in so far as the individual is a member – in the 
literal and figurative sense – of  such a community, does he regard himself  as an 
owner or possessor.’12 Typically, use of  the land is overseen by the heads of  the 
kinship groups, elders or other customary authorities. Access to, use of  and trans-
fer of  land are regulated in accordance with the indigenous community’s custom-
ary traditions. The norms of  customary tenure derive from and are sustained by 
the community itself. Indigenous members use the land for production directly 
(through hunting, gathering, fishing and pastoralism) and indirectly (by using the 
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land for agriculture, mining, logging and associated productive purposes which 
transform the ‘fruits’ of  the soil, rivers and oceans into food, shelter, clothing, 
fuel, technology, and other goods and services).

Indigenous communities which are established on the indigenous mode of  
production have two main characteristics. First, members of  the community col-
lectively own, and communally work, the land to produce the goods and ser-
vices they need to sustain their individual lives and their community. Second, 
the identity of  community members is integrally linked with their beliefs about 
their land. In this sense, then, there is no separation between people and nature: 
‘Property therefore means belonging to a clan (community) (having subjective-objec-
tive existence in it); and … [is] a presupposition belonging to his individuality, as 
modes of  his presence.’13 

In 2017, the High Commission for Human Rights described the features of  
indigenous communities in similar terms to Marx: ‘... land is not merely an eco-
nomic asset for indigenous peoples. It is [the] defining element for their identity, 
culture and their relationship to their ancestors and future generations. There is 
a need for recognition of  indigenous land tenure systems …’14 

The mode of  existence of  early indigenous communities was migratory 
because they lived through hunting and gathering, and nomadic pastoralism, a 
situation that suggests ‘humankind is not settlement-prone by nature’.15 When 
these early, nomadic families and groups of  families found fertile, well-resourced 
land then the community would take possession of  that land and settle: that is, 
‘the clan community, the natural community, appears not as a result of, but as a 
presupposition for the communal appropriation (temporary) and utilisation of  
the land’.16 Indigenous community members held the land jointly and severally, 
and all are responsible for maintaining the use and health of  the land as proprie-
tors in common. They are hereditary owners of  the land who also work the land, 
and they are workers on the land who also own the land. In other words, there 
is no societal division between those who own the land and those who work the 
land: the indigenous possessors of  the land also hold, occupy, live on, work on, 
use, are stewards of, care for and identify with the land. 

In the same way that ownership of  the means of  production – land – is col-
lective, so too is indigenous production. Indigenous community members work 
together to produce the food, fuel, clothing and shelter they need for their own 
sustenance and for others in the community and for the reproduction of  the 
community. Production includes community members applying their labour to 
the land directly (through activities such as hunting, gathering, fishing, plant cul-
tivation, animal husbandry and mining) and indirectly (through domestic-level 
manufacturing such as hut construction, food preparation, production of  utensils 
and other household items, fabric weaving, leatherworking, jewellery-making for 
personal adornment, production of  pharmaceuticals and natural remedies, fash-
ioning of  tools and the making of  weapons). As well as production of  the material 
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requirements of  the individual members of  the community and the community 
as a whole, members also work together in a coordinated way for non-economic 
reasons including governing the community, defending the territory, raising and 
educating children, maintaining cultural practices and so on.

Marx makes a further clarification about the nature of  work in indigenous 
communities that is essential for understanding work in all communities and 
societies. People labour in communities for two different purposes: they provide 
necessary labour to produce the goods and services needed to sustain themselves 
and their family; and they provide surplus labour to produce the goods and services 
to sustain their communities. In indigenous communities, community members 
work for a period of  time to produce goods and services that are necessary to 
sustain themselves and their families (this is necessary labour). They also work for 
a longer-than-necessary period of  labour time to produce surplus goods and ser-
vices required for the reproduction of  the community (this is surplus labour). As 
will be shown in Chapters 4 and 5, these forms of  surplus labour which produce 
surplus products is a nascent form of  the profit and rent that exists in capitalist 
societies. 

Marx also asks whether the social relation that indigenous people have with 
their land is a social relation of  production or a relation of  consumption. It could 
be argued that First Nations people have a mode of  consumption rather than a 
mode of  production, especially if  it is assumed people merely have to consume 
the resources provided by the land (nature) in order to live. Instead, he argues 
that ‘Even where the only task is to find and to discover, this soon requires exertion, 
labour – as in hunting, fishing, herding – and production (i.e. development) of  
certain capacities on the part of  the subject.’17 That is, even when food is pro-
vided by nature, indigenous community members need to apply their labour 
(physical effort over a period of  time) in a coordinated way to collect, pick or 
capture the natural resources and to transform that raw material (using tools, 
machines, implements, utensils and other technologies) and prepare, cook, store, 
carry and in other ways convert nature into useable goods. In other words, what 
may appear as a social relation of  consumption between people and nature is not 
possible without the prior establishment of  a social relation of  production between 
people and nature. 

Marx also asked whether it was possible for privately owned property to exist 
in indigenous communities, and whether it was possible for individual commu-
nity members to own and use communal property (such as land, tools, herd 
animals and so on) for their own private benefit rather than for the community 
as a whole. To answer this question, he noted the existence of  communal private 
property. In indigenous communities, individuals can apply their own personal 
labour to communal property (such as land) to produce food, clothing, hous-
ing and other necessities that they need for their own personal benefit (or for 
the benefit of  their immediate kin). The indigenous community has collective 
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ownership of  the land and all its features but does not own the personal labour 
of  each member. That is, the land is communal property, but each worker is the 
owner of  their own labour. Therefore, by working on the communal property 
(such as the community’s land and waters) individual indigenous members may 
produce goods and services which they own privately: ‘the labourer is the pri-
vate owner of  his own means of  labour set in himself: the peasant of  the land 
which he cultivates, the artisan of  the tool which he handles.’18 However, the 
individuals in community also have obligations to their community, and must 
work on the land to produce goods and services for the benefit of  the commu-
nity itself. For example, an individual may work on some indigenous land for 
their own private benefit (such as to gather food to eat or to make tools), and 
they are also obliged to provide a proportion of  their labour (or their produce) to 
support the community (such as to defend the community from attack, or help 
raise and teach the community’s children). 

A number of  questions about the nature of  communal private property arise. 
One crucial question is: who decides where, and for how long, a person can work 
on indigenous land for their own private benefit and how much surplus work 
needs to be carried out for the perpetuation of  the community? Similarly, if  a 
member works on community land and produces an amount of  produce they 
need for their own substance and a surplus-to-their-requirements amount of  pro-
duce, how much can they keep for themselves and how much should be returned 
to the community? Finally, there is the question of  the inheritance of  communal 
private property: if  a community member produces tools and materials for their 
own personal use, can they bequeath their tools, materials and surplus produce 
to their children and grandchildren, or must it all be returned to the community? 

The answer to all these questions about communal private property (how 
much work must be provided for the benefit of  the community, who owns any 
surplus-to-personal-requirements produce, and whether private property can be 
passed on to others) is decided by the community, of  whom the relevant indige-
nous worker is a member. That is, all members of  the community, or the custom-
arily selected elders of  the community, make decisions over the use, ownership 
and inheritance arrangements for privately made products that were created 
from the community-owned land.

The crucial point is that the decision about what to do with the economic 
surplus produced by personal labour of  the community member working on 
indigenous land, and the tools produced by personal labour of  the commu-
nity member working on indigenous land, is decided socially  – or politically  – 
by the members of  the indigenous community. As will be discussed in Chapter 
4, this use of  collective decision making over the economy, and any surplus-to- 
personal-requirements products, is radically different from the capitalist mode 
of  production where the economic surplus produced by workers is automatically 
appropriated by the capitalist.
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As a result of  indigenous communities having no society-wide division of  
property in land, and no societal division of  labour between owners and workers, 
so too these communities do not have classes. In indigenous communities where 
all own the land, there is a unity between ‘the worker’ and ‘the conditions of  
production’. Unlike other modes of  production where there is privatised owner-
ship of  land, in indigenous communities there is no class of  landowners and land 
non-owners. Similarly, there is no division of  the community into property-less 
workers and land- and tool-owning proprietors because the individual workers, 
the direct producers, also own the means of  production. 

This is not to say all members of  this community are social equals. There are 
divisions of  labour in these communities based on non-economic factors such as 
childbearing (a division between those who can and cannot bear children) and 
status (e.g. a division between the high-status elders who are the recognised cus-
todians of  cultural knowledge, law and practices and the majority of  community 
members who are not elders). Other social divisions include those between kin 
and non-kin; community members and those who are in the indigenous commu-
nity but not of  the community (e.g. slaves, prisoners of  war, visitors and so on); 
clan-based subgroups; and patriarchal or matriarchal divisions. 

All these community divisions establish subgroups with interests that arise 
from their roles, status or occupations.19 Conflicts of  interest can arise between the 
different subgroups that may cause the parties to interact differently or may cause 
the broader changes in the practices or customs of  the community. Important as 
these conflicts of  interest can be, they are not deep-rooted, systemic contradic-
tions that undermine or force changes to the indigenous community’s mode of  
production, the material basis necessary for the perpetuation of  the community 
and its people. There may also be other sources of  community instability (such 
as inter-indigenous war, droughts and so on) but the underlying material basis for 
the production of  the society itself  is stable.

However, there is a significant economic repercussion arising from the stabil-
ity of  the indigenous mode of  production. As will be seen in other modes of  pro-
duction, contradictory economic interests and conflicts between property owners 
and property non-owners create internal pressures within the economy to develop 
new tools, work practices and technology which improve efficiency, effectiveness 
or productivity of  the economy. Indigenous communities do not have private 
property and class conflicts that drive change within the mode of  production, 
and, as a result, technological development evolves very slowly. Instead of  inter-
nal economic contradictions driving economic (and societal) change, change in 
these communities results from internal social causes (such as population change) 
and external causes (such as barter, colonialisation and war). 

Marx’s historical analysis of  the indigenous mode of  production and the 
communities that are based on it recognised that people are active social beings, 
born into and raised in communities, learning language and communicating 
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with others, and working together to produce the material means of  life and to 
reproduce their communities over time. He mentioned at one point, but did not 
expand on, that these ‘early communal societies’ had many of  the characteristics 
of  ‘primitive communism’.20

His historical approach was radically different from the approach other polit-
ical economists were taking at the time, and that many economists assume today. 
Influential philosophers of  Marx’s time included Thomas Hobbes, who argued 
in Leviathan (1651) that societies are made up of  solitary individuals who have a 
‘natural’ liberty and equality and a licence to undertake whatever actions are 
necessary to preserve themselves; and John Locke, who proposed in Second Treatise 
of  Government (1689) that all societies are constituted by independent individuals 
who have a divinely granted liberty.21 Marx was scathing of  these ahistorical the-
ories that assumed somewhere, somehow, the world had once been peopled by 
solitary, independent, free individuals: ‘The solitary and isolated hunter or fisher-
man, who serves Adam Smith and Ricardo as a starting point [for their political 
economic theories], is one of  the unimaginative fantasies of  eighteenth-century 
romances à la Robinson Crusoe …’22 

As will be seen in following sections, these characteristics of  the indigenous 
mode of  production, with its communally held land and communally organ-
ised labour, are radically different from other modes of  production that sep-
arate humans from nature, convert land into individually held property and 
 establish  a form of  governance that exists independently of  its communal 
members.

Ancient mode of production 

Ancient communities (sometimes called attic, antique or antiquity communities) 
were the second form of  community Marx identified.

With the release in 1981 of  the classic The Class Struggle in the Ancient Greek World 
by G. E. M. de Ste. Croix, almost all analyses of  ancient communities and the 
ancient mode of  production have focused on one factor of  production: labour. 
Ste. Croix argued that ancient Greece and Rome were established on a ‘slave 
mode of  production’ and that these communities had a three-class social struc-
ture: a slave-owning, landowning ruling class; the majority of  workers who were 
small producers (peasants, craftspeople and traders) producing for their own sus-
tenance and contributing very little to the surplus (wealth) of  the society; and 
the slaves who created the unpaid surpluses that were appropriated as wealth by 
the ruling class. Since then, there have been numerous debates over the relations 
between slavery in antiquity and class struggle,23 democracy24 and cities,25 among 
many other issues. 

Marx, on the other hand, always wrote about the significance of  both fac-
tors of  production – land and labour – when he wrote about the ancient mode 
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of  production. This section therefore aims to rebalance the traditional debates 
about labour in the ancient mode of  production by focusing instead on the sig-
nificance of  ancient landed property (in particular, the development of  a new 
form of  landed property, public land) and its implications for the development of  
a new form of  societal organisation: cities. 

The prime examples of  the ancient mode of  production that Marx investi-
gated were from ancient Greece, ancient Rome and ancient India, communities 
that existed from around the seventh century bce to around the fourth century 
ce. However, he also noted this mode of  operation existed in other continents 
and, in at least in the case of  India, this mode of  production continued to exist 
during his lifetime in the 1800s. 

Ancient communities developed when many indigenous groups (discussed 
above) began to supplement their hunter-gatherer mode of  production with 
agriculture, the domestication of  livestock and other industries based on small, 
scattered farms and small villages. As these families, farms and villages became 
wealthier, they banded together to protect themselves from attack by outsiders, 
to develop shared infrastructure (such as roads and marketplaces), to establish 
warehouses that could store a common reserve of  grain against bad harvests, and 
to develop specialised skills.

These ancient communities at first continued to maintain many characteristics 
reflecting their origins in indigenous communities – in particular, the common 
ownership of  land and the requirement that only community members could 
make use of  community land. As the main industry in the ancient mode of  pro-
duction was agriculture, at first most community members were self- managing 
peasants who held a parcel of  (community-owned) agricultural land, applied 
their own labour to the land using their own tools, and produced the materials 
they needed for their own sustenance and the sustenance of  their family. As well 
as working the land directly, families carried out small-scale domestic production 
to manufacture homecrafts (such as food, fuel and clothing) for their own suste-
nance and to barter with others. Marx argued that this ancient mode of  produc-
tion was ‘the basis for the development of  personal independence’ but one that 
was still limited in many different ways.26

As part of  the development of  ancient communities, a new fortified urban 
centre was needed, often with military barracks, armouries, manufacturing work-
shops, grain storage, markets and related public purposes, as well as housing for 
those who lived in the new urban centre. As a result, the once unitary, commonly 
owned agricultural land that was the only form of  property in the community 
was divided into two: land needed for an urban settlement which would carry out 
public purposes (ager publicus), and the surrounding agricultural hinterland that 
continued to be communal land used for private purposes. 

This division of  community-owned land into two types of  uses – public land 
used by non-peasants for public purposes, and private land used by peasants 
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for private and communal purposes – established a radically different form of  
landed property compared with the earlier indigenous form of  landownership. 
The public-use landed property and the private-use landed property were physi-
cally and legally separate from each other, both had their own economic interests 
and priorities, and both were also mutually dependent on each other27 

This division introduced a contradictory social relation between the holders 
of  public land and the holders of  private land. For example, the private peasant 
landholders (whose communal role is to produce the material goods and ser-
vices needed for their own sustenance and the reproduction of  the community 
as a whole) depended on the public city authorities (whose communal role is to 
defend the peasant landowners and, consequently, to tax all community mem-
bers to resource its communal role). On the other hand, the public landholders 
found their capacity to defend, regulate and support the agricultural members 
of  the community depended on the capacity of  the peasant class to perform as 
the direct producers of  the material resources needed by the city to carry out its 
functions. 

This bifurcation of  community land into the public land of  the city and the 
privately held and worked land of  the agricultural territory established a new 
social relation, a contradictory dynamic that drove social, economic, political 
and cultural change throughout the ancient world. The new cities concentrated 
the people and resources needed to protect and support the whole community. 
In addition, the city and its inhabitants developed new functions, architecture, 
technology and skills to strengthen its second role: the administration of  the city 
and the governance of  the community as a whole. 

These new cities developed four new types of  centralised services. First, the 
city built new public infrastructure (such as fortifications, military bases, centres 
for public warehouses and marketplaces for commerce and trade). Second, the 
city established new administrative arrangements to plan, manage and govern 
the urban population and its urban activities. Third, to pay for all this activity, 
cities institutionalised new forms of  taxation and tax enforcement services so 
that peasants and urban dwellers alike provided the city with taxes, duties, levies 
other forms of  obligatory payments. Fourth, the city developed a new form of  
governance so that the community members, most of  whom lived and worked in 
the dispersed rural hinterland, could control and guide the city. 

Cities became increasingly powerful. The leadership of  the ancient commu-
nity responsible for the community’s governance, military, justice, economic, reli-
gious and other institutions was now based in the ancient city. Cities had the 
power to tax the community, impose controls over the population in times of  war, 
and demand the provision of  (surplus) goods and services from the direct produc-
ers and their families. Cities also had the armies under their control, providing 
city leaders with the military resources they needed to enforce their demands, if  
necessary.
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Cities became richer. Large, wealthy and better-situated cities became trans-
port hubs for trade with distant markets. Cities were educational, recreational 
and religious centres which attracted locals and foreigners, increasing the city’s 
population and increasing the demand for agricultural products from the sur-
rounding territory. A virtuous circle of  growth occurred where cities grew 
demographically, politically, economically and culturally, creating local demand 
within the city for the produce of  the surrounding agricultural territory as well 
as demands from other cities which could now be reached through the invention 
of  new and larger forms of  transport, warehouses and trade. Unless there were 
disruptions from war, disease, famine or other causes, the wealth of  cities grew 
and peasants in the surrounding hinterland prospered as they produced for the 
expanding urban population and for trade beyond the city.

However, the expansion of  cities also created divisions within ancient com-
munities. Industrially, the community’s traditional small-scale, domestic-level 
industry (where wives and daughters typically worked at home to produce spun, 
woven and related craft products) was undermined by the new urban artisans 
and their larger, more efficient urban-scale industries (such as pottery, leather 
goods, fabrics, utensils, and tools and technology). In addition, cities developed 
new urban-oriented industries, occupations and specialisations (including master 
artisans) which produced more and better-quality products as a result of  the 
urban economies of  scale and specialisation. Traditional barter or exchange of  
goods continued between local community members, but there was an expansion 
in urban production for trade with strangers living in other cities and further 
beyond. As inter-city trade expanded, cities built new, large-scale warehouse stor-
age and larger forms of  sea and land transport upon which the peasants in rural 
hinterland were increasingly dependent.

Structural changes also occurred in the governance of  ancient communities. 
Historically, agricultural workers in the hinterland participated directly in the 
governance of  their community, or at least, through their direct contact with the 
elders or other leaders of  the community. With the development of  the larger 
ancient communities based in cities came a new form of  community governance 
with a new political institution: the state. 

The city-state was a conglomeration of  legal, taxing, regulatory and admin-
istrative institutions and workforce, supported by a military force, and overseen 
by a leadership group. The city-state was responsible for carrying out three, 
often contradictory objectives: to govern for the good of  the city, for the good 
for the rural hinterland, and for the stability and protection of  the community 
as a whole. As well as having these contradictory objectives, the state tended to 
be ruled by one of  two contradictory interest groups. Leadership of  the state 
fell into the hands of  those wealthy enough and with enough time to manage 
the state. In practice, this meant the state was governed by the traditional ruling 
families from the peasantry (the patricians who could afford to leave their rural 
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holdings to others to manage while they moved to live in the city) and members 
of  the urban elites based in the city (such as master artisans from industry, bank-
ers from finance, and the military). As a result of  these conflicts, the state often 
changed its governance arrangements. Marx noted, for example, that govern-
ance in ancient communities such as Athens or Sparta took various institutional 
forms (such as a council, a citizen assembly, an oligarchy, a republic or a single 
despot such as an tyrant) depending on the balance of  power between the con-
flicted vested interests.

However, despite their different rural and urban interests, the ruling parties 
would typically unite on issues affecting the stability and protection of  the com-
munity as a whole, and the perpetuation of  the state itself. The city inhabitants 
and the rural peasants may resist state taxation, regulation and the enforcement 
of  decisions of  the ruling class, but, when necessary, the ruling class would unite 
and impose the state’s military forces to subdue any resistance.28

As the city-state expanded, and state power was consolidated, the state 
required ever more resources. Recall that, traditionally, peasants held their own 
plots of  land on which they provided necessary labour to produce necessary 
goods to sustain themselves, and had a customary obligation to provide surplus 
labour to produce surplus goods for the benefit of  the community as a whole. 
Increasingly, however, the city-state compelled the peasants (and urban workers) to 
provide surplus labour or surplus produce to the state, with the threat of  the state 
imposing penalties or confiscating the peasants’ land. The city-state, as an armed 
polity, could demand the continuous provision of  unpaid, obligatory labour or 
surplus produce to the state. The state would use a proportion of  the surplus for 
direct community-supporting purposes, but could also use the surplus for grand 
buildings, public circuses and other displays of  wealth and power. 

The development of  the city-state in ancient communities also led to another 
far-reaching change in the course of  human history, one which contributed to the 
destruction of  the original indigenous and communal forms of  land possession, 
and which spurred the development of  new forms of  industry and growth. This 
momentous change was the invention of  currency in the seventh and sixth centu-
ries bce by cities in ancient Lydia (in today’s Turkey), ancient Greece and ancient 
China. The British Museum has provided a summary of  the origins of  currency 
which is worth quoting in full: 

In small societies, there isn’t really a great need for money, because you can gen-
erally trust your friends and neighbours to return any labour, food or goods in 
kind. The need for money, as we understand it, grows when you are dealing with 
strangers you may never see again and can’t necessarily trust – that is, when you’re 
trading in a cosmopolitan city … the answer was for the state to mint coins of  
pure gold and pure silver, of  consistent weights that would have absolutely reliable 
value. It was the currency that you could trust in completely … The Lydians hit 
on the idea of  the state, or the king, issuing standard weights and standard purity. 
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The stamps on them are the guarantee of  the weight and the purity … the gold 
standard starts here.29 

Although Marx would generally agree with the comments of  the British Museum 
about the emergence of  money as a way to facilitate exchange between mer-
chants in a pre-capitalist community, he would also want to put this view into 
perspective. The nature of  money in an economy varies significantly depend-
ing on the dominant mode of  production. That is, the properties, functions and 
forms of  money in a community with an ancient mode of  production (such as in 
Lydia) are very different from how money participates in other modes of  produc-
tion. In capitalism, for example, the connection between currency and the value 
of  that coinage that existed in Lydia is lost: the national capitalist state may issue 
currency within its borders but it is not able to set the value of  that currency.30 
Similarly, the authorisation of  currency by the state, as in Lydia, does not neces-
sarily occur in capitalism: in the case of  international flows of  capitalist credit, 
debt and money, ‘there is no supranational state choosing units of  account or 
having the power to tax at the international level’.31

Marx also argued that, along with the benefits of  a state-guaranteed cur-
rency in ancient communities, came usury, where money was lent at high rates 
of  interest to people: ‘In Ancient Rome, beginning with the last years of  the 
Republic, when manufacturing stood far below its average level of  development 
in the Ancient world, merchant’s capital, money-dealing capital, and usurer’s 
capital developed to their highest point within the Ancient form.’32 Usury pro-
moted the function of  money as a means of  payment for commercial transac-
tions instead of  the traditional use of  gift-giving (credit extended on a personal 
basis with an interpersonal balance maintained over the long term) or barter 
(where the buyer and seller exchanged their goods and services directly without 
the use of  a medium of  exchange). Usury introduced to commerce the capac-
ity to separate in time the two different actions of  purchasing and payment. 
Money developed as a means of  payment where payment was based not on 
the exchange of  goods or services of  equivalent value, but on the repayment of  
money plus interest. Over time, usury also concentrated money wealth in the 
hands of  a few lenders who could operate in the economy and make profit with-
out altering the mode of  production itself. Here, in ancient societies, a primitive 
form of  financial dealing and new proto-banks developed that would, under 
very different circumstances, become a key feature of  the capitalist mode of   
production.

A case study of  the ancient mode of  production in India 

In volume I of  Capital, Marx gave a detailed example of  the operation of  the 
ancient mode of  production as it had occurred in Indian communities for cen-
turies, and which continued to exist in some communities in his day. This case 
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study is of  particular interest because, unlike the mode of  production in ancient 
Greece, it is not dependent on slavery.

All members of  the community have common ownership (‘possession in 
common’) of  their land. The communal land, ranging from 100 acres to several 
thousand acres, was capable of  producing all the material resources needed for 
the maintenance and reproduction of  the community. Typically, the land con-
sisted of  a large agricultural region with a small amount of  land where a small 
village was located.

The majority of  the community members live and work on the land. These 
direct producers work on the land directly (such as by tilling the fields for agri-
culture) or indirectly (such as by spinning and weaving agricultural products to 
produce handicrafts, an early form of  domestic manufacture). Of  the goods and 
services produced by the direct producers, most (but not all) of  those products 
were divided between themselves for their direct consumption. 

However, a small proportion of  the agricultural and handicrafts products 
(made by the direct producers) that is surplus to the sustenance needs of  the 
direct producers is provided (as ‘rent in kind’) to the relatively few community 
members who live and work in the village. In the village, these dozen or so indi-
viduals (depending on the size and productivity of  the communal land) lead and 
regulate the community and also provide infrastructure that is needed for the 
good of  the community. They are effectively a nascent state governing the com-
munity as a whole. These community members who make up the community’s 
State include:

the ‘chief  inhabitant,’ who is judge, police, and tax-gatherer in one; the book-
keeper, who keeps the accounts of  the tillage and registers everything relating 
thereto; another official, who prosecutes criminals, protects strangers travelling 
through and escorts them to the next village; the boundary man, who guards 
the boundaries against neighbouring communities; the water-overseer, who dis-
tributes the water from the common tanks for irrigation; the Brahmin, who 
conducts the religious services; the schoolmaster, who on the sand teaches the 
children reading and writing; the calendar-Brahmin, or astrologer, who makes 
known the lucky or unlucky days for seed-time and harvest, and for every other 
kind of  agricultural work; a smith and a carpenter, who make and repair all the 
agricultural implements; the potter, who makes all the pottery of  the village; the 
barber, the washerman, who washes clothes, the silversmith, here and there the 
poet, who in some communities replaces the silversmith, in others the school-
master.33 

This model of  a community which is built on an ancient mode of  production is 
resilient. If  the population increases to the point that the direct producers can no 
longer produce enough from the land to sustain the community, the community 
splits into two. The new community is founded, with the same division of  labour 
(between the direct producers and the state), on unoccupied land. Once again, 
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all community members are proprietors of  the community’s land, and the direct 
producers work the land to produce the goods and services needed for their own 
sustenance plus an additional, surplus that is appropriated (as rent) by the mem-
bers of  the state. 

Ancient land and rent 

Marx makes almost no reference to the existence of  rent paid for the use of  land 
in the ancient mode of  production. This is understandable given two aspects of  
the ancient mode of  production. 

First, most users of  agricultural land were peasants who were members of  
the community, owners of  their own means of  production (their communal plot 
of  land, their tools, and other equipment and resources) and direct producers of  
their own means of  sustenance. As noted above, ‘ownership of  means of  produc-
tion by the producer himself  was at the same time the basis for political status, 
the independence of  the citizen’.34 In this situation, rent did not exist because the 
direct producer who worked the land was also the proprietor of  their own plot 
of  (communal) land.

Second, in many cases where there was a concentration of  landholdings (with 
one landholder taking control of  many adjacent, smaller plots of  land), the direct 
producers on these large agricultural farms were slaves. There was no category 
of  rent paid for the use of  land because all the produce of  slaves working on the 
land was automatically owned by the slave-owning landowner. In ancient Rome, 
for example:

The rich had got possession of  the greater part of  the undivided land. … [They] 
bought, therefore, some of  the pieces of  land lying near theirs, and belonging to 
the poor, with the acquiescence of  their owners, and took some by force, so that 
they now were cultivating widely extended domains, instead of  isolated fields. 
Then they employed slaves in agriculture and cattle-breeding, because freemen 
would have been taken from labour for military service. The possession of  slaves 
brought them great gain … Thus the powerful men drew all wealth to themselves, 
and all the land swarmed with slaves.35 

The case study of  an Indian community (discussed above) was one occasion 
when Marx mentioned rent arising in a community based on an ancient mode 
of  production. He did not discuss the rent in any detail except to clarify it was 
not rent paid as money but was ‘rent in kind’.36 Rent in kind consists of  goods 
produced on the land by the labour of  the direct producer that are surplus to the 
sustenance needs of  the direct producer and which are paid to the landowner 
for the use of  their land. In this case, the payment of  rent in kind is not paid to 
the landowner (who is the direct producer) but to the nascent state. In this case, 
where the direct producer is confronted by the state, the payment of  the surplus 
product could also be considered as a tax; this is a situation where ‘rent and taxes 
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coincide, or rather, there exists no tax which differs from this form of  ground-
rent’.37 We will return to this distinction fully in the section on the Asiatic mode 
of  production (below).

Ancient cities and change

Over time, the ancient mode of  production was transformed from internal 
changes (such as the development of  new technologies, the growth or decline of  
the size of  the population and workforce, the development of  expertise by urban 
artisans, and struggles between the slave-owning, landowning class, the peasant/
citizen class and the class of  chattel slaves) and from external changes (such as 
inter-urban trade, migration, territorial expansion and war). 

These changes stimulated major changes in the culture, values and world-
view of  those living in the city-states. The traditional land-based peasants 
with values based on ethnic homogeneity, family, social stability and reliance 
on kinship members continued to be important in the agricultural hinterland. 
However, in the cities, wealth and power was increasingly centred on the lead-
ers of  the state and the new urban-based military, manufacturing, commer-
cial, merchant and finance industries. Cities were increasingly multicultural 
and cosmopolitan as they attracted foreign merchants, scholars, pilgrims and 
others from outside the community’s traditional kinship groups. With this influx 
of  new people into the cities came new ideas, fashions, ways of  working and 
religions. Furthermore, culturally, the widespread use of  slavery was the very 
antithesis of  the free, self-sufficient peasant who was an equal member with 
all others in their traditional community. These social and cultural tensions 
between the countryside and the city, in turn, contributed to further changes in 
these communities. 

It is important to reiterate that ancient modes of  production, unlike capitalism 
(discussed in the next chapter), were never driven by pressure to accrue wealth 
or profit. Marx argues that the objective of  ancient communities, and the way 
the mode of  production was organised, was to create good citizens. The mode 
of  production where agricultural peasants worked on land to produce the prod-
ucts they needed for consumption, for the sustenance of  people, and where their 
surplus labour was used to produce surplus products which were used to resource 
the broader community (including the city-state), was designed to develop the 
character of  the populace in general and the education, resourcefulness and 
leadership qualities of  the city-state elites, in particular. That is, the ancient 
mode of  production was not organised primarily to produce wealth. While the 
growth of  wealth was an end in itself  among some commercial professions (such 
as merchants and traders), ancient communities as a whole were structured by 
their mode of  production for a civic purpose: ‘Wealth does not appear as the aim 
of  production, although Cato may well investigate which manner of  cultivating 
a field brings the greatest rewards, and Brutus may even lend out his money at 
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the best rates of  interest. The question is always which mode of  property creates 
the best citizens …’38 This is why, Marx concludes, the ‘childish world of  antiq-
uity’ is in some ways a loftier community than capitalist societies.39 Although 
not perfect by any means, the ancient community aspired to treat its commu-
nity members as ends-in-themselves (not means to an end), and production was 
organised for the benefit of  community members and the maintenance of  the 
community. This is not to deny there were many serious inequities in the ancient 
communities: most economic and political benefits, for example, accrued only to 
male members of  the community, many of  these communities prospered from 
slavery, and the quality of  the lives of  many peasants living outside the cities were 
severely affected by technology change, trade, war and so on. However, despite 
these inequalities in ancient communities, Marx adds, capitalism by comparison 
is ‘vulgar’ because it sacrifices ‘the human end-in-itself  to an entirely external 
end’ that is profit.40

Asiatic mode of production 

The Asiatic mode of  production is similar in some ways to the community-based 
indigenous and ancient modes of  production.41 The most significant differences 
are that in the Asiatic mode of  production landed property is owned by a unitary 
ruler who personifies the community (an emperor or other absolute monarch), 
the land is possessed and used privately by the direct producers (local peasants 
and villagers) and there is a ‘unity of  agriculture and industry’.42 Although Marx 
did not discuss the origins of  the Asiatic mode of  production, he made numerous 
references to its continued operation during his lifetime in India43 and China, 
including noting that, in the case of  the paper industry, ‘India and China [have] 
two distinct antique Asiatic forms of  the same industry’.44

Asiatic communities are communal in three ways. First, and as with indig-
enous and ancient communities, the community is organised on the basis of  
family and clan relations where members are related by blood, shared property 
and a common language and community ownership of  the land. The commu-
nity members can often trace their lineage, or in other ways show some sort of  
historical kinship connection with, the emperor (or other absolute ruler of  the 
community) who represents and embodies the community and, in some empires, 
rules with the blessing of  the gods under a ‘Mandate of  Heaven’.

Second, the community members, mostly agricultural peasants, typically 
work on small plots of  communal land to produce their own food, fuel, clothing 
and shelter; own their own tools and equipment; produce additional goods in the 
domestic-scale industry that is undertaken by their family; and live together in the 
local village. The direct producers, the peasants, manage their own work prac-
tices on the land and, on occasions, work collectively with others in the fields or 
in the village. Villages complement the local peasant-based industry by providing 
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the local community with specialised tradespeople and craftspeople, merchants 
and traders, local justice offices, religious and cultural institutions.  

As a result, villages are the main basis for the organisation of  life for most 
people in Asiatic communities. The agricultural production in rural regions sur-
rounding villages, combined with small-scale industry, manufacturing and trade 
undertaken within villages, created local Asiatic communities that were generally 
self-sufficient, stable and long lasting: ‘The simplicity of  the organisation for pro-
duction in these self-sufficing communities that constantly reproduce themselves 
in the same form, and when accidentally destroyed, spring up again on the spot 
and with the same name – this simplicity supplies the key to the secret of  the 
unchangeableness of  Asiatic societies …’45

The third way that Asiatic communities are communal is that a unitary ruler 
(who personifies the community) owns all the land while the many small, vil-
lage-based communities who live under the despot have use rights over the com-
mune’s land. In other words, ‘the comprehensive unity standing above all these 
little communities appears as the higher proprietor or as the sole proprietor; the 
real communities hence only as hereditary possessors.’46 As a result, there are 
only two forms of  land title in the Asiatic mode of  production: all the land in 
the empire or nation is the property of  the monarch, emperor, despot or other 
unitary ruler (who embodies the community), while peasants villagers scattered 
across the territory have private use rights over their individual plots of  land. 
That is, in Asiatic communities, land is communal property that is held in private 
possession.47 

This Asiatic organisation of  landed property is distinctly different from the 
indigenous and ancient forms of  landed property in three ways. In terms of  own-
ership and use of  the community land, in indigenous communities all landown-
ership and all land use rights are vested in the community members. In ancient 
communities, all landownership rights are vested in the community but there is a 
separation of  land use rights into privately used land (for peasants) and publicly 
used land (for the city-state). In Asiatic communities, all landownership rights 
are vested in the Asiatic ruler (who personifies the Asiatic community) and there 
is a separation of  land use rights into privately used land (for local peasants and 
villagers) and publicly used land (for the state). 

In terms of  who ultimately makes decisions over the use and the control of  
land, and the degree to which community members participate in the decision 
making, in indigenous communities the final decision typically lies with the elders 
but there is a degree of  direct, participative democracy in the decision making 
through the day-to-day contact between the elders and the other community 
members. In ancient communities, the final decision over the control and use 
of  land lies with the political aristocracy controlling the city-state, but there is a 
degree of  direct, participative democracy in the decision making (as occurred in 
some city-states such as Athens and Sparta where peasants were also citizens).48 
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In Asiatic communities, the final decision over the control and use of  land lies 
with the emperor (or other head of  the state) who has absolute power over the 
empire and who makes decisions with no democratic input from the members 
of  the community, the peasants and villagers who are geographically and institu-
tionally far removed from the state.49 Unlike community rule in indigenous and 
ancient communities, Asiatic peasants, villagers and the emperor are all mem-
bers of  the Asiatic community, but peasants and villagers are not members of  the 
Asiatic state (including its associated state bureaucracy) and, in fact, are generally 
excluded from, and independent of, the rule of  their community.50

One structural obligation within the Asiatic mode of  production was that the 
emperor and his associated imperial state were responsible for the construction 
of  irrigation systems and other large infrastructure projects around the empire. 
In China, for example, irrigation systems were essential for rice production by 
local peasants and villagers. However, the large financial outlay required for such 
infrastructure could not be afforded by individual villages but could be funded 
and organised by the power of  the imperial state. The planning, construction 
and operation of  infrastructure by the imperial state directly benefited peasants 
and villagers, but also brought added benefits for the state: building large infra-
structure projects increased the legitimacy of  the Asiatic mode of  production, 
helped maintain economic and political stability across the empire, and publicly 
demonstrated the wealth, power and beneficence of  the emperor to local village 
communities. 

The Asiatic state used several different models to organise and fund the large-
scale infrastructure. One model was for the state to fund the project directly 
and coordinate the logistics, sometimes over years, to organise local villagers and 
peasants to provide the labour power needed to build infrastructure that, when 
completed, benefitted those peasants and villagers. A second model used by the 
state was to fund and construct infrastructure, and then lease it to the peasants 
and the villagers, thus creating an ongoing revenue stream for the state. 

Although the Asiatic mode of  production with its unitary state could perpetu-
ate a relatively stable and organised community, it was very easy for state control 
to become oppressive. The sole emperor had absolute control over all politi-
cal power, the state’s bureaucracy (including control over land, justice, taxation, 
economic and military institutions) and the religious institutions that deemed 
the ruler to be a sacred ruler and sometimes even a semi-god. Given this polit-
ical, economic and military might, it was relatively easy for the emperor or the 
bureaucracy to intervene in the lives of  villages and their local agricultural sur-
roundings when it suited them. 

Asiatic property and rent

In the Asiatic mode of  production, the direct producers are the peasants and 
the  villagers associated with the peasants. Together, they would apply their 
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necessary labour to the land (nature) to produce the goods and services they 
needed for the sustenance of  the local community and for the reproduction of  
the village. 

In addition, the direct producers would work, providing their surplus labour, 
to produce surplus products for two main purposes. Surplus labour and produce 
were needed to build and maintain communal infrastructure (such as roads) and 
communal services (such as schools and health services) needed for the operation 
and growth of  their local village. The provision of  this surplus would, in general, 
be easily monitored by the village, be acknowledged by other villagers and bring 
direct benefits to the direct producers who lived in the villages or the surrounding 
countryside. 

On the other hand, peasant and villager direct producers were typically 
compelled to provide surplus labour, surplus products and/or surplus money to 
the geographically and institutionally distant Asiatic ruler. As ‘the all-embracing 
unity’51 the ruler could appropriate the required surplus in many ways. As the uni-
fied and unitary expression of  the community, the ruler could capture the surplus 
in the form of  rent (for the use of  the land), as taxes (for political, infrastructure 
and civic purposes), and as tributes and donations (for religious purposes). The 
appropriation of  the surplus could be compelled through the use of  both soft and 
hard power. For example, the ruler could compel the direct producers to provide 
the required amount of  surplus through the use of  political and legal pressure 
(which the emperor controlled as their sovereign), through the use of  economic 
power (which the emperor controlled as their landlord), and through the use of  
religious obligation and duty (which the emperor controlled as their semi-divine 
leader). When necessary, the ruler could also enforce the provision of  rent, taxa-
tion and tribute through their control of  the armed forces.52

The logistics involved in producing and delivering the surplus to the ruler 
could occur in several different ways in the Asiatic community. Peasants and vil-
lagers, individually or collectively, could organise themselves to produce the sur-
plus required by the local village (e.g. to stockpile grain as collective insurance 
against economic problems such as droughts or other natural disasters) and to 
produce the surplus required by the imperial ruler. Alternatively, the ruler (per-
sonally, or through their entourage, military officers, tax collectors and so on) 
could directly intervene in, oversee and direct how and when the peasants and 
villagers produced the required surplus. A variant, combining some of  the ele-
ments of  both these logistical approaches, was for the imperial ruler to delegate 
responsibility to the heads of  villages or to heads of  village families to organise 
the production and delivery of  the required surplus to the state. 

The main social (economic) contradiction in the Asiatic mode of  produc-
tion therefore is not between the peasants and the villagers, who are all direct 
producers who also live communally in their self-supporting village community. 
Instead, the main contradiction in the Asiatic mode of  production is between 
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the direct producers (the peasants and villagers in the local village community) 
and the state that demands the provision of  surplus labour, surplus product or 
surplus money. This contradictory social relation between mutually dependent 
parties with mutually opposed interests arises because the villagers depend on the 
state to provide military protection, infrastructure and political stability, while the 
state depends on the villagers to provide surplus resources and subservience to 
the imperial ruler. In practice, local villages were subjected by imperial officials 
to strict regulatory and taxation controls to the point that villagers considered 
the state (and their officious bureaucratic representatives) to be the chief  burden 
suffocating the life of  local, village communities.53 

The Asiatic mode of  production also relied on the existence of  two types of  
cities. One type of  city was the imperial city: large fortified cities that were the 
home of  the ruler and also centres of  government and the bureaucracy, military 
bases, trade centres, and centres of  science, learning, religion and art. One of  the 
most famous imperial cities built under the Asiatic mode of  production that is 
still in existence today is the Imperial City, part of  the city of Beijing, which was 
built during the Ming and Qing dynasties and which has the Forbidden City at 
its centre.

The second type of  city that was developed to support the Asiatic mode of  
production were provincial cities. Provincial cities were often built at locations 
which were favourable for trade, tax collection and territorial defence purposes, 
and, if  necessary, where the cities could provide surveillance and military control 
over the villages within their hinterland. Marx says of  these provincial cities that 
‘In Asiatic societies, where the monarch appears as the exclusive proprietor of  
the agricultural surplus product, whole cities arise, which are at bottom nothing 
more than wandering encampments …’54 

The Asiatic mode of  production is politically, economically and socially very 
stable. Marx concluded ‘the Asiatic form necessarily hangs on most tenaciously 
and for the longest time … due to its presupposition that the individual does not 
become independent vis-à-vis the commune; that there is a self-sustaining circle 
of  production, unity of  agriculture and manufactures, etc.’55

Significantly, many of  the characteristics of  the Asiatic mode of  production 
continue to operate today. In China, for example, there is a two-track system of  
landownership. The Land Administration Law of  the People’s Republic of  China 
provides that all land belongs collectively to all the people of  China. Within this 
context, a two-track system of  landownership exists where ownership of  rural 
land belongs to the village (‘rural collective economic organisations’) while own-
ership of  urban land belongs to the state.56 
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Conclusion 

What does this exploration of  Marx’s writings on the indigenous, ancient and 
Asiatic modes of  production say about his theory of  urban land, rent and cities? 
Six lessons can be drawn from the analysis so far.

First, Marx recognised that land was to be broadly understood as nature, and 
not narrowly as a natural ‘resource’ for production. Humans have always lived 
in, and with, nature. Nature includes complex natural processes such as climatic 
conditions causing famines, or the loss of  soil fertility being revived over several 
years by the use of  natural methods (such as plant recycling and the reuse of  
animal manures) as well as the application of  artificial methods (such as fertil-
isers).57 He was also aware that production by humans (especially in capitalism) 
was destroying nature: for example, of  the destruction of  freshwater fish and 
their habitat that occurred when ‘the river is made to serve industry, as soon as 
it is polluted by dyes and other waste products and navigated by steamboats, or 
as soon as its water is diverted into canals where simple drainage can deprive 
the fish of  its medium of  existence’.58 Marx’s understanding of  nature included 
issues that today we call ecosystems, biodiversity, the environment and climate 
change.

Furthermore, in some communities, there is a strong objective unity between 
community members and nature (where indigenous people live off the land as 
the source of  food, clothing, shelter and so on, and use indigenous land man-
agement practices to sustain and provide stewardship of  the land) and a strong 
subjective unity between community members and nature (where the commu-
nity sees its identity and its political, legal, economic, social, cultural and spiritual 
institutions as integrated with nature). This includes the development of  ‘natural 
religion’59 (as distinct from a religion based on one or more human-like gods) 
which continues to provide meaning and an identity for many people and com-
munities around the world. In these circumstances, there is a social relationship 
of  community members to nature based on land use combined with land care, 
sustainability and stewardship. Marx’s insights into the ‘unity’ of  many commu-
nities and their land (nature) are today recognised as ‘the inherent rights of  indig-
enous peoples which derive from their political, economic and social structures 
and from their cultures, spiritual traditions, histories and philosophies, especially 
their rights to their lands, territories and resources’.60 

Second, from the point of  view of  production, land and labour are the two 
essential factors of  production in all communities and societies. Nature (land) 
played, and continues to play, a crucial role for all communities and societies 
by being the source of  the ‘natural’ resources that humans need for their food, 
fibre, fuel, shelter, minerals and all other materials which are essential for the 
sustenance and reproduction of  people. Nature on its own, however, does not 
meet human needs: people must work on nature both directly (applying their 
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labour to nature through hunting, foraging, pastoralism, agriculture, animal 
husbandry, irrigation, harvesting, mining, aquaculture and so on) and indirectly 
(transforming natural resources using the tools and techniques of  handicrafts, 
cottage industry, smelting, manufacturing and so on). Labour, often with the aid 
of  tools created from nature by labour, converts natural materials into consump-
tion goods for people and intermediate goods needed for the use of  industry. As a 
result, the two universal factors of  production are land and labour: it is only with 
the development of  the capitalist mode of  production that capital developed as 
the third factor of  production.

Third, land becomes a factor of  production when it becomes landed property. 
With the development of  the ancient and Asiatic modes of  production, ‘It is not 
the unity of  living and active humanity with the natural, inorganic conditions of  
their metabolic exchange with nature, and hence their appropriation of  nature, 
which requires explanation or is the result of  a historic process, but rather the sep-
aration between these inorganic conditions of  human existence and this active 
existence.’61 Here, for the first time, community members are not living in unity 
with the land but are proprietors of  land in the sense that their existence as a com-
munity requires them to occupy a territory or region (peacefully or violently), 
and by occupying the land, they make that territory their communal property. 
Community members have privileged use of  this land because they are members 
of  the community, and non-community members are excluded. 

Fourth, the development of  land as property also establishes various classes. 
Ownership of  landed property by some but not others established social relations 
between the class of  landowners (with their interests to use, benefit from and 
dispose of  their land as they see fit) and the class of  land non-owners (who need 
to use the land for their own sustenance but who are blocked from doing so by 
the landowners). In the ancient and Asiatic modes of  production, ‘property appears 
in the double form of  state and private property alongside one another, but so that the 
latter is posited by the former’,62 with the result that contradictory social (political 
economic) relations are established between people owning private (agricultural) 
land and people working the land, and between people owning private land (for 
agriculture) and people holding public land in the city. In the Asiatic mode of  
production, for example, the major contradictory social relation exists between 
the landowner (the emperor, monarch or other despot who personifies the com-
munity and owns all land on behalf  of  the community) and the land users (the 
local peasants and villagers who use the land in return for the payment of  rent 
to the landowner). 

This contradictory social relation is expressed in many ways: for example, 
rural peasants (wanting protection or infrastructure by the cities) have taxes 
levied on them and are controlled politically by the cities which, nonetheless, 
are dependent on the rural landowners and direct producers (peasants) for the 
surplus products the city needs to survive and prosper. 
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Fifth, the development of  land as property was directly connected with the 
formation of  the first cities. The ancient mode of  production created a new form 
of  landed property, public land, for the development of  cities. In ancient commu-
nities, cities are established to defend the community’s land, and the remaining 
communal land is held by peasants to produce sustenance for themselves and sur-
plus goods for the cities. In Asiatic communities, cities are established as centres 
of  administration, tax collection, infrastructure provision and political control. In 
other words, cities did not appear spontaneously in human history, or as a result 
of  population growth or economic factors such as economies of  scale,63 but were 
established explicitly to carry out particular economic and political functions that 
were necessary to protect and perpetuate each particular community’s mode of  
production and its form of  political governance. 

The development of  cities also established new social groups with antago-
nistic economic interests. The ancient mode of  production established a contra-
dictory social (political) relation within the city-state between the land-holdings 
and slave-owning patricians and the urban-based manufacturers, traders and 
financiers. As with all contradictory social relations, each party relied on the 
existence and success of  the other, but each party also had contradictory inter-
ests which were inconsistent with the interests of  the other party. In democratic 
city-states, a contradictory social (political) relation was created between the 
city-state’s ruling oligarchy and the urban citizenry who would occasionally arry 
out citizen revolts against tyranny, corruption and other resentments, for exam-
ple, in the case of  the revolt by the people of  Athens in 508–507 bce that over-
threw the ruling oligarchy and established the almost century-long period of  
rule by participatory democracy. Similarly, in the Asiatic mode of  production, 
rural peasants and villagers would occasionally revolt against the emperor’s tax 
collectors, bureaucrats, military officers and other functionaries living in the 
cities.

Finally, over time, the contradictory social (political economic) relations 
between landowners and land non-owners, and between the holders of  public 
land and of  private land, caused major social, technological, political, military, 
demographic, cultural and other changes that affected the communities as a 
whole. Historically, the longest-lasting and most stable communities in the world 
have been those resting on the indigenous mode of  production – Australia’s First 
Nations people, for example, have continuously lived off their land for some 
65,000 years. However, the contradictions within ancient communities contrib-
uted to the breakdown of  those communities after many hundreds of  years (e.g. 
the ancient Roman civilisation, in various forms, continued for around 1,300 
years) while, within Asiatic communities, the nature of  the political economic 
contradictions meant that dynasties ruled for almost two millennia.

The findings of  this chapter are useful for understanding the political and 
economic nature of  land, rent and cities in general, and give insights into those 
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nations and cities which are currently organised on the basis of  common kinship, 
ethnicity and language (listed in Table 1.3). In addition, the discussion of  indig-
enous land and Asiatic land is directly relevant to contemporary policy debates 
over indigenous land rights and land nationalisation, respectively, which are dis-
cussed in detail in Chapter 7. 

The next chapter focuses on Marx’s exploration of  how urban landed prop-
erty, rent and cities take different forms in societies that are structured by feudal, 
capitalist and communist modes of  production.
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CHAPTER 4

Feudal, Capitalist and Communist Land

The bourgeoisie has subjected the country to the rule of  the towns. It has created 
enormous cities, has greatly increased the urban population as compared with the 
rural …1

Introduction 

This chapter gives an overview of  the characteristics of  the feudal, capitalist and 
communist modes of  production; their particular forms of  urban landed property, 
rent and the state; and the contradictory social relations within these modes of  
production that cause them and their cities to change. It challenges the views of  
economists and political scientists who claim that Marx’s findings are only relevant 
to capitalist societies, that he under-theorised the nature of  communist societies 
and/or he had little to say about the relation between economics and cities. In 
part, this misunderstanding has arisen because of  the general tendency of  scholars 
and activists to focus only on Marx’s writings on labour and capital and their rela-
tions within capitalism. This is understandable given Marx’s main objective was 
to develop a critique of  the political economy of  capitalism. However, as this book 
shows, when Marx’s considerable writings on land are included, it is clear he pro-
vided a far more sophisticated critique of  capitalist and non-capitalist modes of  
production, especially feudalism and communism, than is normally appreciated.

The distinction between communities and societies

It may be recalled from Chapter 2 that Marx’s methodology recognises there is 
no single general theory of  economics or politics and no universal concepts (such 
as land and rent) that have unchanging characteristics irrespective of  the society 
within which they play a part. These concepts, institutions and practices always 
vary depending on the particulars of  the society under investigation: they are 
always context-dependent.

One of  the important particulars identified by Marx is the difference between 
Gemeinschaft  – communities where community membership is based on shared 
ancestry and communal ownership of  land (as was shown with the indigenous, 
ancient and Asiatic communities)  – and Gesellschaft  – societies where societal 
membership is based on a shared geography and there is individual ownership 
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of  land. Societies, Marx argued, with their particular modes of  production, types 
of  governance and social values originated in central Europe in the Middle Ages 
and, over the centuries, developed into social formations based on feudal, capi-
talist and communist modes of  production. Incidentally, one of  the founders of  
German sociology, Ferdinand Tönnies, subsequently took Marx’s concepts of  
Gemeinschaft and Gesellschaft and developed them,2 as did his colleague Max Weber.

Societies in Europe originated from indigenous groups such as the Celtic, 
Slavic and Germanic-speaking peoples who conquered much of  the Roman 
Empire and ended its ancient mode of  production. These groups destroyed 
many Roman-built buildings, machinery and other productive forces; oversaw 
the decline in agriculture; and witnessed the decay of  industry, transport and 
trade. As a result, the former Roman regions of  central and northern Europe 
saw a decrease in the size of  their rural and urban populations.3 Dispersed thinly 
across a large geographical area,4 these populations lived in self-sufficient, scat-
tered peasant families and groups of  families that were not necessarily related. 
These groups were led by a warrior chief  who also lived in the same forests and 
worked the same agricultural land as the others.5 These groups comprised people 
from many different ethnic backgrounds, all of  whom had an equal right to a 
proportionate share of  the land occupied by the group – a situation that ‘created 
a sense of  individual self-respect and mutual dependence’.6 

Given the extended geographical reach of  these societies, the isolation of  its 
inhabitants and their dependence on strangers, these early societies organised 
their governance, trade and other forms of  social intercourse on the basis of  
written laws, impersonal contracts, societal institutions and democratic polities 
(unlike the reliance on personal trust, mutual obligations and kinship responsibil-
ities expressed as impersonal agreements, oaths and promises between kin and 
clan members which were the basis of  Gemeinschaft communities). Although he 
did not mention in his published writings how it was possible that the illiterate 
people of  Europe of  the time came to rely on formal, impersonal, legalistic and 
written documents, in his Ethnological Notebooks Marx speculated that the church 
(which dominated the lives of  European Christendom at this time) may have 
been the source of  the materials and skills needed to produce such documents 
given that ‘The Will, the Contract, and the Separate Ownership were in fact 
indispensable to the Church as the donee of  pious gifts’.7

These early societies have three distinctive characteristics. First, there is the 
obligation of  all members of  the society to help those from their own region who 
face difficulties. That is, the society arose, in part, through the establishment of  
mutual surety (collective responsibility for each other) and the  establish ment of  the 
associations of  mutual support. For example, Marx discusses the Dithmarschen, 
a district in Germany which, from the thirteenth  century to 1559, was an inde-
pendent peasants’ republic with a strong culture and practice of  both self-suffi-
ciency and communal obligations to help others who were disadvantaged.8 
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Second, the society has an ager publicus, communal or people’s land, which 
took the form of  land used by the society members for hunting, timber produc-
tion, fishing and so on. This public land differs from the individual land owned 
and used by peasants in that the communal land could not be subdivided and 
could be used by all society members. In other words, the ager publicus is ‘a com-
plement to individual property, and figures as property only to the extent that 
it is defended militarily as the common property of  one tribe against a hostile 
tribe’.9 

Third, and a defining characteristic of  these societies, is that they had a 
participative form of  governance. The politically equal members of  the soci-
ety would meet together in communal meetings to make communal decisions 
about matters that affected their society (such as war, legal deliberations, reli-
gious obligations and so on). This direct, participatory coming together of  free 
and independent landholders (peasant farmers) to make communal decisions is 
very different from Gemeinschaft communities where city-states or a unitary ruler 
made political decisions for the community on behalf  of  the community. In soci-
eties, instead of  establishing polities that were institutionally separate from its 
members, politics consisted of  participatory democratic practice where there 
was ‘the periodic gathering-together [Vereinigung] of  the commune members … a 
coming-together [Vereinigung], not as a being-together [Verein]; as a unification made up 
of  independent subjects, landed proprietors, and not as a unity’.10 The main dif-
ferences between feudal, capitalist and communist societies and the indigenous, 
ancient and Asiatic communities are summarised in Table 4.1. 

Marx only briefly discusses how, over time, these small groupings of  self- 
sufficient, scattered peasant families and groupings of  households came to estab-
lish the feudal mode of  production.11 The small family groups, households and 
clans were forced by war and political alliances into larger groups living in and 
ruling over larger territories. The leaders, through war and marriage, established 
themselves as the landed nobility with a monarch at its head. The once self- 
sufficient peasantry came to be dependent on the (monarch’s) land and became 
serfs, agricultural workers who worked on the land and were legally ‘tied’ to the 
land such that, if  the land was conquered or transferred to another landowner, 
responsibility for the serfs on that land was transferred to the new landowner. 

Feudal mode of production 

The feudal mode of  production is stereotypically considered to be structured 
by two social relations based on the ownership and rent of  land: vassalage and 
manorialism.12 The ruling monarch (the personification of  the feudal state) is 
the owner of  all land in the realm, often on the justification of  holding the land 
on Earth on behalf  of  God. However, because the feudal ruler is militarily, eco-
nomically, politically and fiscally weak,13 the ruler had little choice but to seek the 
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Table 4.1 Communities (Gemeinschaft) and Societies (Gesellschaft)

Communities (Gemeinschaft) Societies (Gesellschaft)

Communal 

origins

Ancestry (common ancestors, kin 

and clan relations, language and 

customs)

Locality (peoples with diverse 

ethnic backgrounds living in 

common regions)

Landed 

property

The community has collective 

ownership of, and responsibility 

for, community land. In ancient 

and Asiatic communities, 

communal land is divided into 

land for private use and public use

Individuals have private 

ownership of small areas of 

the communal land, except 

for some large expanses 

of common land used for 

collective purposes

Major economic 

contradictions

None in indigenous communities. 

In ancient and Asiatic communities, 

the social relation between 

landowners and direct producers 

(peasants and slaves) and between 

rural and urban production

The social relation between 

landowners and direct 

producers (feudal serfs, slaves 

and capitalist farm labourers) 

who produce the surplus 

Rent None in indigenous communities. 

Limited in ancient communities. 

Fundamental to Asiatic 

communities (where peasant land 

users pay rent to the collective 

landowner, the emperor)

Landowners lease land to land 

non-owners in return for the 

payment of rent

Landowning 

class

None in indigenous communities. 

Private owners of large land 

estates and slaves in ancient 

communities. The imperial ruler in 

Asiatic communities

The private owners of land, 

which, in particular modes 

of production, are the 

landowning nobles, capitalist 

land and property owners and 

developers, or the state

The state None in indigenous communities. 

The city-state in ancient 

communities. The imperial ruler 

(and associated bureaucracy) in 

the Asiatic mode of production

Originally an assembly of 

all members, the periodic 

coming together of members 

to discuss, deliberate and 

make collective decisions that 

apply to themselves and their 

society. Later, a polity with 

elected or unelected rulers

Examples Indigenous communities, ancient 

city states, Asiatic communities

Feudal, capitalist and 

communist societies

Sources: Marx’s comments on communities (Gemeinschaft) and societies (Gesellschaft) 

in The German Ideology, Grundrisse, The Ethnological Notebooks of Karl Marx and 

volumes I and III of Capital

support of  other members of  the feudal aristocracy. To bolster their position and 
their political and fiscal strength, feudal rulers often (but not always)14 establish 
a social relation (of  vassalage) with lesser nobles, where the ruler grants large 
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estates of  land (fiefs) to the lesser nobles to rule over in return for fealty (a formal 
acknowledgement of  loyalty to the ruler), military support to the ruler when 
needed, and the payment of  rent for the land. 

The second social relation of  landed property that structures the feudal mode 
of  production and feudal societies is manorialism. Manorialism is the economic 
relationship between landlords (the noble vassals) and the direct producers (the 
serfs). In this social (economic) relation, the landlord provides the serf  with pro-
tection, justice and the ‘privilege’ to cultivate certain fields within their manor in 
exchange for the payment of  rent.15 The landlord would keep part of  that rent 
for their own use (or wealth) and remit the remainder to the feudal ruler as part 
of  their vassalage obligations. 

Both these social relations of  vassalage and manorialism are contradictory. 
For example, the interests of  the ruling monarchs (who need to defend their terri-
torial boundaries, maintain their position in society, exert power over their vassals 
and maximise the extraction of  military service and rent from their vassals) con-
flict with the interests of  the vassals (who need to exercise their own power over 
their fiefs, manage their relations with competitive vassals, control their enserfed 
workforce and maximise the appropriation of  rent from that workforce, and min-
imise the payment of  military service and rent to their rulers). Similarly, there is 
a clear economic dependence and antagonism between the owners of  landed 
property and their direct producers. Landlords rely on the serfs to work their 
large estates, and serfs need the landlord to allocate land to them so they can live. 
Likewise, the landlord is under pressure from their vassalage obligations to max-
imise the amount of  rent they can appropriate from the direct producers while 
the serfs want to keep all the surplus they produce for themselves. 

Over the centuries, these contradictory social relations expressed themselves 
in different ways. The contradictions within the social relations of  vassalage pro-
moted landowner revolts against the ruling monarch, royal retaliation against 
traitorous nobles, and, in jurisdictions such as England, the use of  Parliament to 
limit the taxation and other powers of  the kings over their vassals. Similarly, the 
contradictions in manorialism could be seen with serfs and landlords taking each 
other to court, labour strikes by the serfs (especially in times of  war or plague 
when there were labour shortages), lockouts by landlords, and the development 
of  new agricultural technologies to make labouring easier, reduce labour costs 
and improve productivity. 

This general picture of  the feudal mode of  production, a self-reinforcing 
land-based system of  economic manorialism and political vassalage, is now 
understood to be too simplistic to capture all the particulars of  feudalism in the 
real world.16 It is beyond the scope of  this book to assess the many variants of  feu-
dalism, but it should be noted that feudalism has existed in various forms around 
the world including in China (fēngjiàn) beginning around 1,000 bce, India (fourth 
to eleventh century), 17 Europe (ninth to thirteenth centuries) and medieval Japan 
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(twelfth to seventeenth century), and continues to exist in several of  today’s 
Middle Eastern nations (see Table 1.2). 

Furthermore, in Europe at least, there were multiple other social relations 
of  production between many different stakeholders (rather than just vassal-
age and manorialism). For example, the church was a major landowner: the 
church  ‘is  said to have owned between one-fourth and one-third of  the land 
of  western Europe’ which it used for its own agricultural, manufacturing and 
commercial enterprises.18 In addition, as will be discussed below, medieval cities 
were centres of  economic and political power that often had to defend their 
municipal territory, governing council, urban economy and their autonomy 
by developing strategic alliances with the ruling monarch and against the local 
ruling vassal.

Feudal rent

In feudal societies, there were three forms of  rent. All rent is a portion of  the 
unpaid surplus labour provided by the direct producer (peasant, serf, labourer, 
slave and so on) which is appropriated by the landowner for the use of  their land. 
However, in the feudal mode of  production, rent could be paid in three different 
forms – as surplus labour (labour-rent); as surplus product (also called rent in 
kind); and as money-rent. Marx discusses these at length in chapter 47 of  volume 
III of  Capital.19

Marx calls labour rent ‘the simplest and most primitive form of  rent’.20 
Typically, this form of  rent (compulsorily provided, unpaid, surplus labour, or 
corvée) arises when direct producers (serfs and their families) use their own instru-
ments of  labour (plough, cattle, etc.), which actually or legally belong to them, to 
cultivate a plot of  the landlord’s soil which they lease as their own and in return, 
they must work upon the estate of  the feudal lord, under the control of  the feudal 
lord, and without any compensation from the feudal lord, for a period of  time. A 
variation occurs when the direct producer provides unpaid labour intermittently 
and for limited periods of  time (such as a number of  weeks’ work each season) 
for the landlord. 

The direct producer is autonomous and independent when they apply their 
own labour to their own land with their own technology. They have control 
over their working hours and conditions; they determine what to produce for 
their own sustenance (and the sustenance of  their family); and they own any 
surplus-to-sustenance products and decide how they will use or dispose of  their 
property. On the other hand, all the obligatory, unpaid, additional labour that 
the direct producer provides for the benefit of  the landowner is surplus labour in 
the sense that it is additional to the necessary labour the direct producer needs to 
apply for their own subsistence. 

Marx noted a characteristic of  labour-rent is that it is an obligatory payment 
made in return for the use of  the landlord’s land which is paid in the form of  labour 
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time. In these social relations between the direct producer and the landlord, insti-
tutionalised in the lease arrangement, the direct producer has a relatively large 
degree of  power. This power exists because, although the landowner owns the 
land, the direct producer possesses their own means of  production (such as tools 
and equipment, seed and livestock). As a result, the direct producer is not tied to a 
single landowner and there is the potential for the direct producer to ‘shop around’ 
between competing landowners for a good land leasing agreement. In addition, by 
possessing their own tools, machinery and materials, the direct producer has a high 
degree of  control over how they work to produce their own means of  subsistence 
and how they manufacture their family-produced domestic handicrafts. The direct 
producer, in other words, can work and produce in ways that are independent of  
the control of  the landowner, except when they must provide labour rent. 

On the other hand, because the direct producer can work and produce inde-
pendently of  the landlord, the landholder needs the backing of  various sources 
of  power to enforce their economic interests. First, the landowner needs some 
political or other backing to strengthen their bargaining position and influence 
the magnitude of  the labour rent being demanded by the landlord. Second, the 
landowner needs the power, where necessary, to ensure the direct producer com-
plies with the lease arrangement and provides their surplus labour to the benefit 
of  the landholder. In both cases, the landowner could enforce the lease arrange-
ment through the use of  economic powers (such as by establishing workplace 
controls and directly overseeing the work of  the direct producer) and through the 
application of  non-economic sources of  power such as enforcement by the state 
(such as imprisonment for breaking the law); the promise of  religious merit to be 
provided by cultural institutions; and, when necessary, the direct use of  extraju-
dicial violence by the landholder against the serf. 

The second form of  rent identified by Marx which developed in the feudal 
mode of  production was surplus-product rent, also called rent in kind. Here, the 
direct producer pays the landlord for access to and the use of  the landlord’s 
land by providing a volume of  surplus goods as rent. The surplus-product rent 
may consist of  a quantity of  agricultural produce grown on the land by the serf, 
products they have fabricated in their home as domestic industry or handicraft 
makers, or a combination of  both. 

There is a significant benefit for the direct producer if  they can pay rent as sur-
plus-product rent rather than labour rent. With surplus-product rent, the tenant 
works independently of  the landowner. The tenant uses land directly to cultivate 
their own plants or livestock, and indirectly to convert their agricultural produce 
into manufactured handcrafts for their own use, for barter or for sale. The serf  
keeps what is needed for their own sustenance and the sustenance of  their family, 
and to replace the tools and stores of  materials they need for the following sea-
sons; and provides a portion of  the remaining, surplus-to-requirements products 
as unpaid, compulsory surplus-product rent to the landowner.21 If  the tenant is 
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able to grow, raise or manufacture an amount of  surplus products that is in excess 
of  what is needed for the rent, then that excess of  surplus products that remain 
after the rent is paid (which in the capitalist mode of  production will be called 
‘profit’) can be accumulated by the peasant as wealth or be sold in the market for  
money. 

Most importantly, although there is compulsion in both surplus-product rent 
and labour-rent, with surplus-product rent, how the work is carried out by the 
direct producer is determined by the direct producer and without the supervision 
or interference by the landlord or their representatives. With labour-rent, on the 
other hand, the landowner directly supervises the tenant farmer to ensure the 
labour-rent hours of  work are performed in full. Marx explains the difference by 
wryly saying that the seemingly independent direct producer is still forced to pay 
rent but ‘through legal enactment rather than the whip’.22 

The third form of  land-based rent that developed in the feudal mode 
of  production is rent paid as money: money-rent. Money-rent is ‘merely a 
changed  form  of  rent in kind’ where, instead of  paying the landlord with a 
number of  hours of  unpaid, surplus labour-time or an amount of  unpaid sur-
plus-products, the direct producer provides the landlord with an equivalent 
amount of  cash. 

Cities and class

A new form of  property – unlike landed property or personal property – was 
developed in the feudal mode of  production, one that was inherently associated 
with towns and cities. 

Guilds (associations of  tradespeople, professionals and merchants) were cre-
ated in towns at a time when skilled labour was facing competition from the 
arrival of  unskilled labour (escaped serfs) from the countryside. The legal rights, 
privileges and obligations of  guilds were given and guaranteed by the munici-
pal law of  the city government and, in some instances, by the ruling monarch 
(through letters patent or other, similar royal imprimatur). Essentially, guilds were 
monopolistic economic associations established to protect its members (share-
holders) from competition: they were ‘sworn brotherhoods whose members were 
bound by their oaths to protect and serve one another’.23

Guilds established a new form of  property called corporative or company 
property. Corporative property ‘consisted chiefly in the labour of  each individual 
person’.24 However, although guilds were made up of  individual members, these 
corporations were legal entities which had an existence which was independent 
of  their members. As corporations, guilds had rights to own property, make con-
tracts, employ labour, sue others (and be sued), have representatives carry out 
legal acts and be bound by obligations (such as to pay taxes) on behalf  of  the 
guild. The legal rights, privileges and obligations of  guilds were often given and 
guaranteed under the municipal law of  the city government where they were 
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situated. In some instances, corporations were empowered and authorised by 
the ruling monarch (through letters patent or other, similar royal imprimatur) in 
return for their support of  the crown.

Guild members were the wealthier town citizens, the burghers. These citizens 
typically were master artisans, tradespeople and craftsmen (such as weavers, dyers, 
masons, painters, metalsmiths, blacksmiths, armourers, bakers, butchers, leather-
workers and cobblers); merchants (including retail and wholesale merchants); and 
traders (including inter-city traders). These urban-based traders, professionals and 
industrialists operated on a much larger scale than the domestic-scale industry car-
ried out in peasant households, and unlike the peasant households that generally 
produced goods for their own needs, urban artisans and manufacturers (who were 
often also merchants) produced products for sale (rather than for their own use). 

Corporative property brought four major benefits to the wealthy burghers that 
they could not achieve as individuals. First, it allowed guild members to protect 
their buildings, tools and technology, materials and products from theft or appro-
priation by the landed nobility who dominated feudal societies. Uniting together 
into a legal association with a legal status, rights, privileges and duties gave the 
guilds (and their members) a degree of  state protection which they could not nec-
essarily achieve as individuals. For this legal status and protection by the state, in 
a quid pro quo, the guild paid corporate taxes imposed by the municipal council 
or, if  the guild was formed under letters patent, the guild paid corporate taxes to 
the monarch. Second, as an association of  employers, guilds helped members to 
protect their own livelihoods. By taking a unified approach to the regulation of  
wages and working conditions of  their employees, guilds could undermine the 
industrial claims of  employees (by setting uniform minimum or maximum prices 
and hours of  work) and prevent competition between members within the city. 
In addition, guilds monopolised control over the number of  entrants who could 
enter into the trade, profession or industry; their training (as apprentices); and 
their accreditation as journeymen.25 

Third, because the powerful artisan and merchant guilds were based in towns 
and supported by town governments, the guilds gave towns (and themselves) a 
degree of  economic power and political independence that helped prevent the 
town from being attacked or threatened by the nobility (landlords) or the mon-
arch.26 One of  the consequences was that towns ceased being extensions of, or 
supports for, the countryside and increasingly became a competitor with the 
countryside. Economically, for example, urban-scale manufacturing, trade and 
finance industries could produce more, cheaper and better-quality goods and 
services than was possible by the rural handicraft and domestic-scale industries 
that existed in the rural regions. 

Fourth, guilds had the capacity to influence city governments in ways 
that individual members could not  – not just to defend guild members from 
the imposition of  high municipal taxes by the city-state, but to also influence 
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urban planning, the provision of  urban infrastructure and any city regulations 
that could affect the conduct of  markets and trade. Fifth, membership of  guilds 
helped develop inter-city or inter-regional trade. Membership of  a local guild 
gave to its members a degree of  legitimacy and commercial security that assisted 
them when they were developing agreements with traders and merchants from 
other cities or countries who were effectively strangers. Finally, guilds made it 
possible for members to act as a cartel, setting fixed prices, ensuring no member 
could undercut the price of  other members with the result that customers in the 
city had little choice but to pay the monopolistic prices set by the guild.

Marx notes that the creation of  corporate property also helped develop what 
in capitalism would become the capitalist class. Guilds assisted those who were 
the owners of  tools, machinery, buildings and raw materials (and other forces 
of  production) to unify and work together to protect their common economic, 
commercial and industrial interests. These wealthier town citizens recognised 
they had common political interests and defended themselves against political 
pressures from the municipal council, estate-based landowners and the mon-
arch. In addition, through their inter-city and inter-regional trade and com-
munications, the burghers of  separate towns worked together to defend their 
common economic interests across cities. Guild members also worked together 
within and across cities to develop common wage and work conditions and other 
agreed industrial relations practices to reduce competition among themselves 
and to have a common front in the control of  their workforces. The burghers, 
working together within and between separate towns and cities, acted as a pro-
to-class to change societal-wide conditions to benefit their economic and politi-
cal interests. As they organised and acted collectively, they slowly developed into 
a new bourgeois class in the face of  two simultaneous pressures: one external 
(‘The separate individuals form a class only insofar as they have to carry on a 
common battle against another class; otherwise they are on hostile terms with 
each other as competitors’) and the other internal (‘the class in its turn achieves 
an independent existence over against the individuals, so that the latter find their 
conditions of  existence predestined, and hence have their position in life and 
their personal development assigned to them by their class, become subsumed 
under it’).27 

Primitive accumulation

The development and growth of  the feudal mode of  production occurred 
over centuries through social processes that were sometimes political, legalistic 
and bureaucratic, and at other times were bloody and violent. These changes 
occurred as a result of  the power struggles within the contradictory social relations 
between monarchs and vassals, landlords and direct producers, cities and vassals, 
and guild master artisans and journeymen and apprentices. These economic and 
political struggles also drove the development of  technology, changes to working 
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conditions, rural to urban migration, urban development, and changes to trade 
and finance. It took centuries to establish new types of  property ownership and 
new societal and workplace divisions of  labour, new law and other institutions, 
and new workforce skills.

The crucial stage of  economic change called primitive accumulation was to 
dispossess self-sufficient peasants from their land and their tools. There was ‘the 
complete separation of  the labourers from all property in the means by which 
they can realise their labour’.28 This separation of  the direct producers from 
their means of  production was accompanied by the dissolution of  all the tradi-
tional ‘guarantees of  existence afforded by the old feudal arrangements’. As a 
result, almost all ex-agricultural workers, property-less and no longer able to live 
by working on rural land, became a new mass labour force that had no choice 
but to migrate to cities in search for work. These asset-less ‘free’ workers were 
left with no economic choice but to sell their labour power to the owners of  the 
means of  production. In other words: ‘The so-called primitive accumulation, 
therefore, is nothing else than the historical process of  divorcing the producer 
from the means of  production. It appears as primitive, because it forms the pre-
historic stage of  capital and of  the mode of  production corresponding with it.’29 
Primitive accumulation also involved consolidating economic and political power 
in the hands of  the owners of  land and capital. In Western Europe, for exam-
ple, some  landowners consolidated their landholdings into ever larger estates, 
while others used their land for industrial purposes by building factories, ware-
houses, transport infrastructure and other industrial facilities that could be used 
for mining, forestry, flour milling, tanneries, toolmaking, transport and so on. 

In addition, the state’s role expanded, especially through the availability of  
credit and finance. Public debt was crucial: ‘with the stroke of  an enchanter’s 
wand, [public debt] endows barren money with the power of  breeding and thus 
turns it into capital, without the necessity of  its exposing itself  to the troubles 
and risks inseparable from its employment in industry or even in usury.’30 Public 
debt, new laws to facilitate new forms of  credit and mortgages, new international 
trading and shipping organisations protected by the state’s naval forces, the estab-
lishment of  great banks, the growth of  stock exchanges and other new financial 
institutions and practices were all enabled by the state either directly (through 
the fiscal practices of  the state) or indirectly (through the creation of  legislation, 
policing and courts to provide security and certainty to capitalist investment, 
trade and operations). 

Primitive accumulation in Western Europe also involved stripping people and 
communities of  their traditional livelihoods; land grabbing; the forced move-
ment of  people from rural communities to overcrowded, polluted and dangerous 
cities; and the establishment and enforcement of  new forms of  control over the 
urban workforce by capitalists. It was often a violent process: ‘the history of  this, 
their expropriation, is written in the annals of  mankind in letters of  blood and 



Feudal, Capitalist and Communist Land      77

fire.’31 There was always resistance by the dispossessed workers,32 and the state 
often expanded, trained and armed its police force and its military to enforce the 
dispossession of  working people at home, defend colonialisation, protect new 
trade routes, and enforce the new capitalist laws over private property, employ-
ment, trade, commerce and credit. 

The process of  primitive accumulation was not limited to seventeenth- and 
eighteenth-century Europe. It continues today, especially in the Global South. 
This can be seen in the large-scale land acquisitions that take place through the 
buying, leasing, bribery or outright theft of  land; the dispossession of  self-suf-
ficient First Nations people, agricultural workers, peasants and others from 
their customary or communal homelands, water reserves, forested areas, fishing 
reserves and mining areas; the immigration of  people from their traditional lands 
in the search of  paid work; and the growth of  cities. This contemporary process 
of  primitive accumulation has been actively promoted by the World Bank and 
the International Monetary Fund, among others. They have produced policies 
and provided funding to countries to dispossess people living in self-sufficient, 
customary or feudal communities; to privatise land and institute administrative 
‘reforms’ to document the changes in land title; to encourage landless workers 
to move to cities to find work; to establish ‘free’ markets and international trade 
(rather than fair markets and trade); to limit government regulation of  the econ-
omy and markets; and to undermine resistance or collective action against these 
‘reforms’.33

In short, primitive accumulation is a stage of  economic development where 
the feudal mode of  production in Europe slowly transformed into the capital-
ist mode of  production, and which in contemporary times is being deliberately 
fostered and funded on many Global South nations as if  it were some novel 
‘national development strategy’. Whether in feudal Europe or today’s Global 
South, ‘The expropriation of  the agricultural producer, of  the peasant, from the 
soil, is the basis of  the whole process.’34 

Capitalist mode of production 

The capitalist mode of  production is even more distinctive in the way it estab-
lishes and uses land, rent and cities to produce the goods and services needed for 
the sustenance of  people and the reproduction of  the capitalist society. 

There are four essential features of  the capitalist mode of  production.35 First, 
the factors of  production (land, labour and capital) are owned privately. Second, 
production is for profit; that is, companies invest their capital (to purchase natural 
resources, labour and other forms of  capital such as tools or machinery) to pro-
duce commodities (goods and services that are useful for consumers) but only if  
those goods and services can be sold for a profit. Third, companies are compelled 
by economic pressures to reinvest that profit into additional production (or face 
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a loss in the value of  their capital because of  competition from other capitals, 
struggles by labour for higher wages, demands of  financiers for higher payments 
of  interest and landlords for higher rent, improvements in productivity from new 
technologies, depreciation, inflation, demands from the state for higher taxes, 
and so on). Reinvestment of  capital is not a choice; it is an economic (capital-
ist) imperative. Fourth, in this continuous cycle of  investment, production, prof-
it-making and reinvestment, the source of  all profit, and economic growth more 
generally, is the unpaid surplus labour that workers provide during the phase of  
production, but which is appropriated by capitalists. 

This cycle of  investment, profit-making and reinvestment is often summarised 
as a three-phase cycle with the investment, production and realisation of  capital. 
Symbolically, these phases are summarised as:

M — C ... P ... C' — M'

The first phase, investment, is the M  —  C phase. Here banks (or capitalists, 
shareholders and other investors) advance an amount of  money (of  value M) to 
a capitalist who uses it to purchase commodities with an equal value C. These 
commodities, which will be inputs to production, include raw materials, technol-
ogy, premises and the labour power of  workers. 

The second phase is production: the ... P .... phase. Here, the direct producers 
(workers) use their labour to manufacture the input commodities (C) into new 
commodities which have an expanded value (C'). The value of  the final commod-
ities (C') has expanded because although each direct producer gets paid a wage 
in return for the labour they added in production, the direct producer does not 
get paid for the full amount of  the value they added; that is, the value of  the final 
commodities (C') has expanded from the value of  the original C because labour is 
only partly compensated for, and unpaid, surplus labour (embodied in the value 
of  the new commodities) is captured by the capitalist. 

In the third phase, realisation (the C' — M' phase), the capitalist sells their 
commodities (C') for an equal value of  money (of  value M') and keeps the profit 
(represented by M' — M). This cycle is then repeated.

The circuit of  capital accumulation can be described in more concrete terms 
by considering the activities of  industry sectors. Banks provide loans of  a certain 
amount (M) to productive industry sectors (agriculture, mining, manufacturing, 
construction and the communication and transport)36 which invest the money, 
exchanging it for an amount of  commodities of  the same value (C), which are 
transformed by labour in production (P) into higher-value commodities (C'), 
which are sold for money-plus-profit (M'). 

The exploitation of  labour, the exchange of  unequal value, is at the heart of  
capitalism. In capitalism, workers expect an equal exchange where they provide 
their labour to produce commodities of  a certain value and in return get paid a 
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wage that equals the value they created. On the other hand, the capitalist wants 
to maximise the value of  the commodities produced and minimise the value of  
the wages paid. What appears to be an equal exchange, where the value of  the 
wages paid to the workers equals the value of  the commodities they produced, is 
in fact an unequal exchange because the workers are compensated with a value 
of  wages which is less that the value they produced. The significant difference 
between the capitalist mode of  production and the ancient, Asiatic and feudal 
modes of  production is that in capitalism the extraction of  the unpaid surplus 
labour (surplus value) occurs in production, anonymously and without discus-
sion, while in the other modes of  production unpaid surplus labour is extracted 
in a public, transparent and political process where the landowners, emperor 
and landlords explicitly and visibly command the direct producers to provide 
surplus labour and threaten legal consequences or other retribution if  they do 
not.

The model of  M — C ... P ... C' — M' may suggest a smooth, circular and 
cumulative flow of  capital from M to M'. In reality, capitalist economies are 
not harmonious, balanced or continuous but crisis-ridden. Breakdowns, disrup-
tions and uneven development can occur at any point along the M — C ... P ... 
C' — M' cycle, and within firms, between industries and across the economy as 
a whole. 

For example, at the level of  the individual firm, capitalists struggle against 
their workforce to cut costs by reducing the size of  the workforce, cutting wages 
and/or replacing labour with new labour-saving technology. At the level of  an 
industry sector, ‘each individual capital strives to capture the largest possible 
share of  the market and to supplant its competitors and exclude them from 
the market’,37 and if  they can’t succeed, firms have no choice but to cut costs, 
restructure or merge with other companies to improve productivity, replace 
their labour with technology, or enter bankruptcy. Across the economy as a 
whole, capital invested in industry sectors with low rates of  profit will exit and 
move to more profitable sectors, causing economic restructures. Capitalism is 
continually disrupted by overproduction, underconsumption and class struggle, 
and the tendency across the economy for the rate of  profit to fall38 causes fre-
quent cycles of  unemployment, bankruptcies, recessions, financial crises and 
economic restructuring which necessarily arise from the everyday operation of  
capitalism.39 Capital does all it can to maximise its profitability by increasing 
the exploitation of  its labour, stifling competition (and establishing monopolies) 
and undertaking foreign trade,40 not to forget lobbying governments to ‘protect’ 
favoured industries, cut company taxes, provide subsidies and take other action 
to increase the profitability of  industry.

The model of  capitalism summarised above is merely Marx’s first version of  
the capitalist mode of  production. Marx made several changes to make it a closer 
approximation to reality. One change was to introduce the influence of  land. As 
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will be shown in the discussion of  absolute rent and differential rent in Chapter 
5, capital circulation (M — C ... P ... C' — M') takes place on land, and so the 
model is made more sophisticated to incorporate the fact that land is leased from 
landlords in return for rent. 

Marx also made a second change to make the model a closer approximation 
to reality. When money capital is loaned to capitalists (the phase of  M  – C), 
the capitalists must eventually repay that loan in full and with interest. In this 
more sophisticated version of  the general model, when the capitalist sells their 
commodities, a portion of  the revenue earned is used to repay the loan and the 
interest on the loan.

In this introduction to the capitalist mode of  production, it must be added 
that this continuous circuit of  capital accumulation cannot go on for ever. In 
each cycle, there is a tendency for the rate of  profit to fall. That is, the amount of  
profit made each circuit, compared with the amount of  capital being thrown into 
production, reduces over time. When the economy gets to the point where cap-
ital can no longer expand, capital is devalued or destroyed, there are economic 
restructures and an economic crisis. It is beyond the scope of  this book to explore 
the theories of  capitalist crises, among which are those based on the falling rate 
of  profit (originally developed by Henryk Grossman, Paul Mattick and Rosa 
Luxemburg), underconsumption (associated with Paul Baran and Paul Sweezy 
and the Monthly Review magazine) and class struggle (such as Harry Cleaver41 and 
Antonio Negri). However, what is significant for this book is that all these theories 
of  crisis focus on the social relations between labour and capital and are silent on 
how land, rent and the landowning class contribute to, or counteract, capitalist 
crises.

Finally, it should be clear from this exposition of  the cycle of  capital accumu-
lation that – unlike other modes of  production – landed property is independ-
ent of, and not involved in, either the production of  unpaid surplus value or its 
appropriation by capital. Instead, landed property can act as a barrier to the 
creation and circulation of  unpaid surplus value; and landowners appropriate a 
portion of  the unpaid surplus value (as rent, in return for the temporary use of  
their privately owned land). The ways landed property intervenes in the cycle of  
capital accumulation, through the processes of  differential and absolute rent, are 
discussed in detail in Chapter 5.   

Land and the capitalist mode of  production 

As indicated in the section on primitive accumulation above, dispossessing the 
majority of  people of  their property is essential for the establishment of  capital-
ism: capitalism requires ‘the expropriation of  the labourer from the conditions 
of  labour, the concentration of  these conditions in the hands of  a minority of  
individuals, [and] the exclusive ownership of  land by other individuals’.42 That 
is, the direct producers become ‘free’ (in the sense they earn an income by selling 
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their own labour-power), while landowners acquire an income from their owner-
ship of  landed property, and capitalists acquire an income from their ownership 
of  money, machinery, tools, materials, buildings and other capital assets.43 

Much of  Marx’s analyses of  landed property in capitalism referred to the 
dominant land use of  his time, agricultural land. He noted that capitalism 
encouraged land to be privatised and aggregated into large farms owned by a 
small number of  landowners who then used the land to produce agricultural 
products for profit (rather than for use). For example, land in England that had 
once provided employment and sustenance for agricultural peasants and their 
families, and wealth for the landlord, was converted to enable the mass produc-
tion of  wool for sale for profit in the new commodity markets.44 The capitalist 
imperatives to make ever more profit forced these large farms to introduce indus-
trial-scale, intensive production methods (such as chemical fertilizers, mechanised 
agricultural processes and other technologies) that could maximise the returns 
from, and minimise the costs of, agricultural production.45 With the introduc-
tion of  labour-saving machinery, agricultural workers were expelled en masse 
from the land. Both these actions, investing in new technologies on the land and 
expelling agricultural labour, had a direct impact on the growth of  towns and 
cities: ‘They conquered the field for capitalistic agriculture, made the soil part 
and parcel of  capital, and created for the town industries the necessary supply of  
a ‘free’ and outlawed proletariat’.46 

Although most of  Marx’s analyses of  landed property in capitalism referred 
to agricultural land, he did make some references to urban land. In capitalist 
cities, Marx wrote, the capacity of  urban landownership to appropriate rent from 
leasing out the use of  the land to others for a limited period of  time, was based 
on the same social relations and economic processes that applied to private own-
ership of  agricultural land:

Wherever natural forces can be monopolised and guarantee a surplus-profit to the 
industrial capitalist using them, be it waterfalls, rich mines, waters teeming with 
fish, or a favourably located building site, there the person who by virtue of  title 
to a portion of  the globe has become the proprietor of  these natural objects will 
wrest this surplus-profit from functioning capital in the form of  rent.47 

In his analysis of  urban land, Marx distinguished between rent (paid for the use 
of  land) and interest and amortisation on capital (which arose from investment in 
buildings and other forms of  capital). This was illustrated by ‘a big building spec-
ulator in London’ who Marx discovered had told a Parliamentary Committee in 
Britain:

‘I think a man who wishes to rise in the world can hardly expect to rise by follow-
ing out a fair trade … it is necessary for him to add speculative building to it, and 
that must be done not on a small scale; … for the builder makes very little profit 
out of  the buildings themselves; he makes the principal part of  the profit out of  
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the improved ground-rents. Perhaps he takes a piece of  ground, and agrees to 
give £300 a year for it; by laying it out with care, and putting certain descriptions 
of  buildings upon it, he may succeed in making £400 or £450 a year out of  it, 
and his profit would be the increased ground-rent of  £100 or £150 a year, rather 
than the profit of  the buildings at which … in many instances, he scarcely looks 
at all.’48

One of  the key theoretical challenges of  land in capitalism is to explain the source 
of  the rent that is captured by landowners. Recall from Chapter 2 that the value 
of  something is ‘the labour time socially necessary for its production’.49 Urban 
land (nature) is not produced by labour and therefore has no (economic) value, 
and cannot add any value to the final value of  commodities.50 Thus, when an 
urban landowner leases a block of  land for some urban purpose in exchange for 
rent, what is the source of  that rent, and how does the landowner appropriate the 
rent from the capitalist and/or the direct producer? How this occurs is discussed 
in detail in the next chapter. 

The landed property class

A recurrent theme in Marx’s writings on land concerns the existence and activi-
ties of  the landed property class. He continually referred to the activities of  land-
owners, individually and collectively, in the ancient, Asiatic and feudal modes of  
production, and, in particular, to their exploitative social relations with the direct 
producers (slaves, serfs, peasants and so on), and their involvement within the 
polities of  those communities and societies. 

Marx also wrote a little about the activities of  the landed property class in 
capitalist societies. This was most explicit in his political writings on the French 
revolutions in The Class Struggles in France, 1848 to 1850; the longer analysis of  this 
period, The Eighteenth Brumaire of  Louis Bonaparte; Marx’s study of  the first prole-
tarian government in The Civil War in France of  1871 as well as publications such 
as The German Ideology. 

Marx planned to write much more on the issue of  class in capital-
ism. He  began a chapter on class with the following sentence: ‘The owners 
merely of labour-power, owners of  capital, and land-owners, whose respective 
sources of  income are wages, profit and ground-rent, in other words, wage-la-
bourers, capitalists and land-owners, constitute the three big classes of  modern 
society based upon the capitalist mode of  production.’ It breaks off at this 
point.51 

In one of  his earlier writings, Marx made a distinction between a class-in-itself  
and a class-for-itself. Commenting on the situation in England in the mid-nine-
teenth century, he noted the economic conditions had given a large number of  
working people some common economic interests and a common opponent to 
struggle against. In their collective struggle (as a class-in-itself) to address their 
economic grievances, the mass of  people began to unite into a class-for-itself, 
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defending their common interests, and acting in a concerted and class-conscious 
way with a political struggle:

Economic conditions had first transformed the mass of  the people of  the country 
into workers. The combination of  capital has created for this mass a common 
situation, common interests. This mass is thus already a class as against capital, 
but not yet for itself. In the struggle, of  which we have noted only a few phases, 
this mass becomes united, and constitutes itself  as a class for itself. The interests it 
defends become class interests. But the struggle of  class against class is a political 
struggle.52 

That is, as capital expanded and increasingly interfered in the lives of  ever 
more people, the shared experience of  economic struggles against capital would 
develop within working people a self-conscious awareness of  their circumstances: 
that is, ‘with the accumulation of  capital, the class-struggle, and, therefore, the 
class consciousness of  the working men, develop’.53 

This process was not automatic or guaranteed. For example, Marx noted that 
small-landholding peasants in France once formed an enormous mass of  people 
who all lived in similar conditions with similar interests. However, they did not 
form into a class-for-itself.54 Their mode of  production isolated them from one 
another and limited their interaction and discussion of  their common work cir-
cumstances. This situation was reinforced by the poor communication infrastruc-
ture at the time, and the lack of  resources (the poverty) of  the peasants. Each 
individual peasant family was almost self-sufficient, directly producing most of  its 
sustenance needs, living off the land with limited social relationships, rather than 
through interactions with others in society. To the extent that the peasants and 
their families did work together with others, it was in local markets or local towns 
rather than in cities, regions or nationally. Millions of  families living under these 
common conditions of  existence had a common mode of  life, economic and 
political interests, and culture: they had many of  the conditions for the existence 
of  a class-in-itself. However, their potential to form a class was undermined by 
the merely local interconnection among these small-holding peasants, their sepa-
ration from others across the region or nation, and their often-hostile opposition 
to each other (as market competitors and political rivals). Life seemed accidental, 
something over which they, as separate individuals, had no control. The result 
was this class-in-itself  did not constitute itself  as a class-for-itself  with its own 
common collective causes, a sense of  solidarity with others and a political organ-
isation. They were unable to assert their class interest in their own name, and 
instead of  representing themselves, were represented by politicians who sought 
their vote and spoke in their name. 

Given Marx’s limited discussions about class, it is not surprising that class 
has been a contested concept in both Marxist and non-Marxist scholarship ever 
since. For example, Marx’s statements suggest class could be defined on the 
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basis of  ownership of  property (such as land) or the source of  income (such 
as rent). Marx often refers to class as the power of  one class over another (‘the 
unlimited despotism of  one class over other classes’).55 In some writings, each 
mode of  production has only two classes (‘Freeman and slave, patrician and 
plebeian, lord and serf, guild-master  and journeyman, in a word, oppressor 
and oppressed’) but in others there are three classes with additional fractions 
of  classes (‘The lower middle class, the small manufacturer, the shopkeeper, the 
artisan, the peasant, all these fight against the bourgeoisie, to save from extinc-
tion their existence as fractions of  the middle class’).56 Class is sometimes consid-
ered to be an objective phenomenon defined in terms of  who produces and who 
appropriates surplus value (‘Only the agricultural labourers, not the landown-
ers, appear as a productive class, as a class which creates surplus-value’),57 and 
at other times class has also a subjective character (‘Upon the different forms of  
property, upon the social conditions of  existence, rises an entire superstructure 
of  distinct and peculiarly formed sentiments, illusions, modes of  thought, and 
views of  life’).58 

However, since the 1970s, almost all scholarly discussion on class in capitalism 
has assumed the existence of  only two classes: the class of  the unpaid surplus 
value producing direct producers (the working class) and the class of  the unpaid 
surplus value appropriating capitalist (the capitalist class).59 The landed property 
class, continually referred to by Marx, has been all but ignored. This book sug-
gests the study of  class would be deepened if  more was understood about the 
origins, economic interests, organisational structures and actions of  the urban 
landed property class in cities. 

Marx’s writings on landed property suggest a general framework that can be 
used to investigate the landed property class and its influence over cities. The 
framework considers the urban landed property class, its stage of  development, 
and the strength of  its influence in terms of  its private ownership of  land for 
income purposes; collective economic action (class-in-itself); collective political 
action (class-for-itself); and reactions to the actions of  the landed property class.

First, the analysis of  any urban landed property class begins by identifying 
those who generate income from the lease, or buying and selling, of  land. This 
includes identifying the individuals and corporate bodies which privately own 
landed property (for income-generating purposes) or directly rely on these land-
owners for their own income. In capitalist cities, core members of  the landed 
property class include those who own urban land from which they generate 
income from the lease of  their land, the buying and selling of  their land, or 
real estate agents and others who act as middle operators to facilitate these 
exchanges. The members of  the urban landed property class include large-
scale property developers (including those operating on newly available urban 
land on the edge or cities and those involved in urban regeneration of  exist-
ing urban land) and land speculators; real estate organisations involved in the 
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buying, selling and leasing of  land; and small-scale landowners (including ‘mum 
and dad’ landowners) who own one or more properties which they rent out to 
others. Although there are various fellow travellers of  the landed property class 
(such as mortgage providers and other financial bodies that fund various land 
transactions, and the construction industry that builds or renovates buildings 
on the land), they are not directly involved in the capture of  rent from the leas-
ing of  land and therefore may be allies but not members of  the urban landed 
 property class. 

Second, the analysis of  the urban landed property class focuses on what its 
members do, individually or collectively, to protect and promote their economic 
interests against its opponents (including capital, tenants and the state). This is 
where the urban landed property class acts a class-in-itself. These actions may 
include colluding together to set fixed prices and limit price-cutting competi-
tion in the real estate industry; lobbying or bribing state officials to release (or 
rezone) land for commercial use; petitioning lawmakers to change laws and 
regulations to strengthen their property rights over their land (and limit incur-
sions on landowners’ rights by tenants or environmental protection obligations); 
making commercial deals to promote stability and limit competition within the 
real estate sector; and applying political pressure on the state to maximise gov-
ernment-funded provision of  land-price-enhancing urban infrastructure (such 
as roads, utilities and recreation areas) and to limit or abolish the imposition of  
land taxes and charges by the state. The actions taken at this basic stage of  class 
sophistication, organisation and consciousness are usually actions on or against 
the state, financial institutions, the construction industry and other stakeholders 
who are affecting the property ownership rights and the rental income capacity 
of  the class. 

Third, the urban landed property class becomes visible through its actions 
as a class-for-itself. Here the members of  the class act proactively within non–
real estate institutions. It establishes industry and professional bodies to lobby, 
develops training organisations, and works with the state (and others such as 
financial institutions) to establish acceptable industry regulations and real estate 
workforce wages and conditions. Instead of  acting from the ‘outside’ on relevant 
bodies (such as the city council, land and environment courts, financial institu-
tions, universities and the media), members of  the urban landed property class 
promote their economic interests by directly participating in these bodies. For 
example, landowners and their supporters get elected to city councils and other 
arms of  the state; become lawyers who are appointed to the land and prop-
erty courts; become financial professionals involved in mortgage, investment and 
other land-specific financial institutions; establish real estate research and educa-
tion organisations within institutions of  higher education; and join the media as 
journalists and editors to promote news and views favourable to the economic 
interests of  the landed property class.
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If  successful, a conscious urban landed property class becomes an effective 
fraction of  the ruling class, promoting its values and interests, along with all the 
other fractions of  the ruling class. As Marx noted, mockingly, after the failure of  
several working-class uprisings: 

Soon after this the June insurrection in Paris and its bloody suppression united, in 
England as on the Continent, all fractions of  the ruling classes, landlords and cap-
italists, stock-exchange wolves and shop-keepers, Protectionists and Freetraders, 
government and opposition, priests and freethinkers, young whores and old nuns, 
under the common cry for the salvation of  Property, Religion, the Family and 
Society.60

Finally, the influence of  the urban landed property class can be ascertained 
through the study of  the resistance to the actions of  the class. There can be pop-
ular resistance against the class’s attempts to make land grabs, to rezone land for 
their own financial benefit rather than the benefit of  the urban population, or to 
acquire private control over new holdings of  land in other ways. There can also 
be resistance by commercial and residential tenants and the local state when the 
landed property class attempts to strengthen property ownership rights and to 
maximise rental revenue at the expense of  the land rights and economic interests 
of  commercial and residential tenants, the construction industry, the state and 
the landless. 

In summary, it is possible to use Marx’s insights into the landed property 
class to identify characteristics of  the urban landed property class in capitalist 
cities. The framework discussed here can be used as a guide for further empirical 
research and case studies.

The financialisation of  land and fictitious capital 

One of  the assumptions Marx made about land in capitalism was that 
money is invested in land and capital for productive purposes; that is, to produce 
more capital. The alternative was usury, where money is lent for consumption 
or other purposes in return for interest which must be paid on a definite date; 
credit that does not make any contribution to the reproduction of  capital.61 
However, with the financialisation of  land, the assumptions of  land being used 
for production, and of  money only being invested in capitalist production, must 
be revised. 

The financialisation of  land came to prominence with the international finan-
cial crisis that originated in the US economy in 2007–8, a financial crisis which is 
also known as the global financial crisis (GFC) or the subprime mortgage crisis. 
It is beyond the scope of  this book to analyse the GFC.62 However, a little history 
is needed to show how the financialisation of  land developed within the capitalist 
mode of  production.

Beginning in the 1990s in the United States, billions of  dollars were diverted 
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from investment in commercial land and productive industries. Instead, money 
was funnelled into mortgages to assist many working-class people to buy their 
own home. Bankers formed an alliance between the finance, insurance and real 
estate sectors to encourage working people (and even people who did not have a 
job) to take out a mortgage to buy a house-and-land package. The rationale was 
that land and house prices would continually increase and/or taxes on land and 
homes would reduce. In either case, buying a house made good financial sense. 
When the Federal Reserve cut interest rates, mortgage rates fell and home refi-
nancing surged in the United States from $460 billion in 2000 to $2.8 trillion in 
2003, despite stagnant wages.63 

The financial sector calculated it could not lose. If  people successfully paid 
off their home, the mortgage providers would be repaid their loan plus interest. 
If  borrowers defaulted on their mortgage repayments, the financial institutions 
would foreclose, repossess the ‘asset’, sell it at its higher price, and recoup the cost 
of  the mortgage. The finance sector also packaged individual mortgages into 
residential mortgage-backed securities, which were repackaged into ‘collateral-
ised debt obligations’ (CDOs). These were given triple-A ratings by credit rating 
agencies and sold to investors who believed these were high-quality, safe invest-
ments. There was a burgeoning global demand for these residential  mortgage–
backed securities that offered seemingly safe and high returns which were based 
on American real estate with apparently ever-rising prices.

When house prices fell, it created trillions of  dollars of  problematic securities, 
debt and derivatives resting on real estate assets, the collapse of  financial institu-
tions, thousands of  people losing their homes, a large rise in unemployment and 
economic losses that affected countries around the world. It was ‘the worst finan-
cial crisis since the Great Depression’, and the subsequent global recession with 
its contraction in annual real per capita global GDP (and broad-based weakness 
in other key indicators of  global economic activity) was the deepest and most 
synchronised in almost a hundred years.64

A key factor in the GFC was a new capitalist phenomenon: treating land as 
a financial asset. For example, banks capitalised land rent into interest- bearing 
loans;65 land was treated as mortgage-backed security issued by real estate financ-
ing institutions;66 and markets were created to buy and sell these mortgage-backed 
securities.67 

In the Global South, a different road was taken to ‘financialise’ land. In 2017, 
the United Nations Human Rights Commission (UNHCR) reported on the 
‘financialisation’ of  housing that was taking place in the Global South.68 In some 
instances, large companies (often with the support of  governments) were carry-
ing out mass forced evictions of  people from their traditional housing suburbs to 
make way for new luxury developments. In other instances, corporations would 
purchase real estate in cities and, expecting a return on their ‘investment’, would 
raise house prices and rent charges with the effect that local people were pushed 
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out of  their communities because they could no longer afford to live there. In 
Ethiopia, for example, the development of  the financial sector did not stimulate 
the growth of  industrialisation but instead stimulated real estate companies and 
the construction sector, leading to an inflated real estate market, inequality and 
higher debt burdens.69

Land finalisation in the Global South was facilitated by market liberalisation 
and deregulation in the 1980s which removed strong protectionist trade poli-
cies, making it easy for global financial institutions to buy up land in the Global 
South, especially after decades of  colonial rule or strong protectionist trade pol-
icies in Africa.70 With legislation favouring foreign investment, private markets 
and the use of  land for profit (rather than for social benefits such as housing), 
urban development was led by markets rather than government, which led to the 
uncoordinated development of  cities, and mismatches between urban popula-
tion growth and the use of  urban land.

The financialisation of  land also encouraged land grabs by centralised 
 multinationals or decentralised transnational companies aiming to profit 
from commercial land transactions. While many of  these large companies are 
involved in the production and export of  food, animal feed, biofuels, timber 
and minerals, most have expanded operations to include the appropriation 
of  land. In Brazil, for example, speculative land acquisitions have historically 
played a role in the portfolio of  many large companies, but with the deregulation 
of  financial markets and the financialisation of  land acquisition became more 
intensive.71 In many instances, the financial beneficiaries of  these land grabs are 
private equity funds, pension funds and special-purpose vehicles in the Global 
North.72

The financialisation of  land in the Global North and South was not some-
thing Marx considered, but his approach to land can help to explain these 
 phenomena. 

Marx expected banking to be subordinated to the needs of  industrial capi-
talism.73 That is, capital would invest in productive industries. With the finan-
cialisation of  land, however, money capital (M) was ‘invested’ into consumption 
goods (workers’ housing). Financiers treated real estate as if  it was an asset, like 
capital, capable of  generating new, expanded wealth. In fact, land and housing 
were ‘fictitious capital’.

Fictitious capital is a form of  credit where money-capital is ‘invested’ 
in  non-existent capital (assets which use money without producing any addi-
tional capital stock). There are three forms of  fictitious capital: credit money, 
 government  bonds, and shares.74 Specifically, fictitious capital ‘consists of  
claims  (bills of  exchange), government securities (which represent spent 
capital),  and stocks (drafts on future revenue)’.75 In all these cases, money is 
‘invested’ to earn more money (interest, bond yields, mortgage fees and so on) 
but without expanding capital. Fictitious capital, in other words, ‘represents 
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nothing more than accumulated claims, or legal titles, to future production 
whose money or capital value represents either no capital at all, as in the case 
of  state debts, or is regulated independently of  the value of  real capital which 
it represents’.76 

These cases of  the financialisaton of  land have clear ramifications for urban 
policy, and in particular, for urban housing. First, in capitalism, if  policymak-
ers wish to see housing provided by the private sector, these examples provide 
strong evidence that the finance, insurance and real estate sectors need to be 
strongly regulated to ensure they provide mortgages and housing at affordable 
prices. The evidence is clear that the alternative, of  ‘free’ (unregulated) markets, 
will unshackle capitalist incentives which will drive people to maximise finan-
cial returns rather than produce affordable housing to those in need. Second, if  
cities wish to promote economic growth, regulatory and financial incentives to 
expand the construction of  new houses will also result in urban jobs and capital 
growth. The alternative, of  providing incentives for people to buy and sell exist-
ing housing stock, may generate short-term revenue for, and employment in, the 
finance, insurance and real estate sectors, but there will be no appreciable growth 
in the economy in the longer term. Third, and more radically, the cases of  the 
financialisation of  land raise questions about whether the private sector can ever 
provide housing for low-income residents, and whether such housing can only 
be provided by state or by community-owned organisations. This matter will be 
returned to in Chapter 7. 

Land and the spatial turn

Marx always wrote about land in capitalism as landed property, referring to the 
social relations between the landowner and those who were not landowners. He 
almost never wrote about land as ‘space’.77 Beginning in the 1970s, however, the 
concept of  space became a characteristic of  much Marxist urban political eco-
nomic scholarship.

Henri Lefebvre introduced the spatial turn to political economy. He argued 
that every mode of  production creates its own ‘space’. In his The Production of  
Space,78 Lefebvre argued that the physical layout of  cities is structured by the pre-
vailing mode of  production (and the state), and that, in turn, the physical layout 
of  cities helps to reproduce the mode of  production, the control of  the ruling 
class, and the society itself. By ‘space’ he referred to ‘absolute space’ (the division 
between urban and non-urban regions, the physical layout of  cities, and the sub-
urban patterns of  residential, industrial, commercial and other land uses that are 
established by zoning) and ‘social space’ (the values, meanings and understand-
ings that are inferred from the physical arrangement of  cities). Lefebvre’s argu-
ment that cities were crucial for the reproduction of  capitalism, of  the hegemony 
of  the ruling class and of  societies suggested that future revolutions would take 
place in, and require struggles for the control of, cities.79
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Independently of  Lefebvre, David Harvey was investigating the links between 
space and urbanisation and in 1982 published his important and influential The 
Limits to Capital.80 The Limits to Capital showed how capitalism (and specifically 
capital) continuously reshapes the built environment, urban planning, transport 
routes, communication and related infrastructure in cities with the objective to 
speed up the circulation time of  capital. Businesses, for example, wishing to cut 
costs, reduce delays in their supply chains, and have a pool of  skilled workers 
in close proximity are likely to agglomerate into particular localities, hubs or 
‘industrial districts’.81 One of  the most important and novel insights of  The Limits 
to Capital is that, while capital may change the urban environment (or colonise 
other nations or shift from national to global-scale operations) in the hope of  
increasing profits and preventing the tendency of  the rate of  profit to fall, these 
‘spatial fixes’ ultimately fail, and capitalism continues to swing from crisis to 
crisis.

Harvey subsequently referred to three interrelated concepts of  ‘space, place 
and the environment’ to describe the physical settings where human activity 
occurs.82 Places refers to ‘regions’ or ‘locality’; the environment encompasses 
‘the physical and biological landscape of  the earth’; and both are different from 
‘space’. Space is relationally constructed.83 By this he means spaces arise when 
‘external influences get internalised in specific processes or things through 
time.’84 For example, Harvey discussed how distinct changes in urban structures 
in industrialised nations emerged under the influence of  the different phases in 
the development of  capitalism.85 Fordist accumulation, with its basis in mass pro-
duction and mass consumption of  low-cost goods, stimulated urban planning 
that promoted the development of  relatively homogenous suburbs on the fringes 
of  cities which would consume mass-produced, standardised housing, cars and 
other consumer goods. This Fordist-inspired urban planning was reinforced by 
the development of  credit-based finance that facilitated the move of  people out 
of  CBDs and into this form of  suburbanisation. 

Marx’s writings on land provide some valuable criteria which can be used to 
evaluate this spatial turn in urban political economy. First, the insight that the 
capitalist mode of  production (with the state) actively structures the location, size, 
layout, physical appearance and density of  the buildings, housing, infrastructure 
and so on within cities is totally consistent with Marx’s comments about how 
other modes of  production also restructured their cities. For example, as shown 
in Chapter 3, the ancient mode of  production established the city-state with 
an important function of  defending the community, the city and the agricul-
tural land in its hinterland. On the other hand, the Asiatic mode of  production 
structured the location and function of  cities so that they would be effective in 
taxing the peasants and villagers and in providing infrastructure (such as irrigated 
water). Marx did not discuss how the capitalist mode of  production has struc-
tured its cities, or how the spatial features of  cities facilitate the capitalist mode 
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of  production. Lefebvre, Harvey and many others have done a valuable service 
in filling this gap.

Second, the discussions of  urban design and urban development processes 
often refer to how the actions and interests of  labour and capital affect the 
 geography of  cities, but there is mostly a silence on the role of  land and the 
landed property class. Marx’s writings showed that land actively interferes in the 
accumulation of  capital, blocks some developments and facilitates others, and 
how its appropriation of  rent directly contributes to the centralising or decentral-
ising of  production are missing. In short, a more comprehensive understanding 
of  urban design and urban development would emerge by incorporating the 
interests, activities and influence of  land, landownership and the landowning 
class.

Finally, the tendency to reduce a city’s physical layout, patterns of  zoning, 
design of  its built environment, location of  transport routes and other 
 infrastructure, and so on, to a discussion of  space undermines the political 
potential of  urban studies that was identified by Lefebvre. Discussions of  
urban  space  as a general category blurs the differences between privately 
owned  land and buildings, community-owned land and public land and 
their  potential as a lever for change. Rather than analysing or critiquing 
‘space’,  Marx’s focus was always on the social relations of  landownership, 
the potential of  changing the laws and practices that reinforce the social rela-
tions of  property, and the role of  classes (including the landowning class) in 
defending or promoting urban change. In terms of  concrete political action, it 
is more useful to know who owns which particular sites of  land, how the land 
is being used, and how the state is zoning, taxing, planning and in other ways 
influencing the use of  the land, rather than analysing sites as disembodied cat-
egories of  ‘space’. 

In short, although there have been some benefits in the spatial turn in urban 
political economy, Marx’s focus on the social relations of  land, that is, land as 
property, will be more fruitful in explaining and critiquing the location, geo-
graphical arrangements, architectural design and patterns of  land use in cities, 
and all other aspects of  urban design and urban development. 

Urban processes under capitalism – a framework

Marx made no direct comments about the urban process under capitalism. He 
was clear that cities were established in the ancient mode of  production to pro-
vide military protection from attack, and in the Asiatic mode of  production to 
provide water and other infrastructure to villages and to collect taxes for the 
emperor. However, by looking at Marx’s approach to cities in these modes of  pro-
duction it is possible to glean a framework that can be used to investigate urban 
processes as they occur in particular ways in different cities operating within the 
capitalist mode of  production.
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In general, urban processes are those processes that establish and change the 
functions and size of  cities; the growth or decline of  cities over time; and the 
nature and location of  human activities within cities. In capitalism, these are 
determined by four, contradictory processes driven by capital, labour, land and 
the state. Capital accumulation often drives the centralisation and concentra-
tion of  investment, production, consumption and accumulation within a limited 
region. Labour, dependent as it is on capital for income, also concentrates in 
cities; a process that requires cities to be structured in such a way that work-
ers (and their families) can access sustenance (food, clothing, shelter and so on) 
and a quality of  life (including health, education, recreation and leisure). The 
power of  private property landowners to capture rental income from capital and 
labour in cities is high (compared to those in rural regions) but the imperative 
to capture rent is contested by both capital and labour. Finally, as a result of  the 
contradictions and conflicts between capital, labour and land, an urban-focused 
capitalist state is established to regulate and adjudicate the economic interests 
of  capital, labour and land in the long-term interests of  capital accumulation, 
and to acquire resources from capital, labour and land so it can maintain its own 
effectiveness and legitimacy.

For example, if  a city produces and retains capital (surplus value), or if  the 
city appropriates capital produced from other cities, it will become wealthier; 
or, alternatively, if  it loses the capital it produces in the urban region to other 
cities, it is likely to become poorer. The quality of  life in the city for residents will 
depend on the extent to which the surplus value is distributed to all residents or 
whether it is retained, unequally, by the wealthiest residents. House prices may 
rise or fall depending on numerous factors such as changes in the size and age 
of  the population, interest rates and the wealth of  the population. Depending 
on the quantity of  resources the urban polity can appropriate through taxes and 
charges, it may develop new human services, upgrade community infrastructure 
and buildings, and generally improve the quality of  the urban environment, or, 
alternatively, see these services and infrastructure fall into disrepair. Depending 
on the quality of  life, migrants may travel to the city for work and other oppor-
tunities and create a population boom with its associated pressure for housing, 
education and other services, or, alternatively, the workforce may leave in search 
of  better opportunities elsewhere. 

Two further refinements are needed of  this framework. First, and depending 
on the circumstances of  each city, urban processes may be shaped by the inter-
national, national and/or urban forms of  capital, labour, land and the state. 
Urban processes are not driven solely by factors within the city. For example, the 
urban processes of  a city may radically change if  investment by international 
finance capital displaces the previously dominant sector of  capital within the 
city. Similarly, the quality of  life of  urban workers may be disrupted (for better or 
worse) by an influx of  immigrants. In addition, the role, resources and practices 
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of  the city government may be changed significantly not only by political pres-
sures from capital, labour or land within the city but also by legislative or funding 
interventions by the provincial or national government.

Second, this framework for urban processes recognises that the functions, 
size, growth or decline of  cities, and the nature and location of  human activities 
within cities, are always the outcome of  contested, contradictory and complex 
political economic processes. These conflicted processes slowly and persistently 
act to reinforce or reshape the apparent permanence of  urban institutions (such 
as property, corporation and labour law, the activities of  employer and labour 
unions, and the bureaucracy of  the state) and the apparent immovability of  
urban buildings (such as roads, rail, water and communication infrastructure, 
and office, housing and other buildings). However, given that the capitalist mode 
of  production is inherently unstable (with contradictions and class struggle in 
the social relations between labour, capital and land) and continually striving to 
increase profits and counteract the tendency of  the rate of  profit to fall (with its 
subsequent restructurings), the urban processes of  cities will always slowly change. 
Significantly, the direction and pace of  urban change will also be affected by the 
actions, power, resources and organisation of  stakeholders (such as the working 
class, non-government organisations, or trade and professional  bodies). 

In the long run, Marx expected that the internal pressures, contradictions and 
class struggle within the capitalist mode of  production would lead to its eventual 
restructure and replacement by a democratic, accountable and effective mode of  
production which would meet the needs of  people. It is to that mode of  produc-
tion we turn in the next section.

In summary, although Marx did not explicitly discuss the urban development 
process in societies structured by the capitalist mode of  production, his com-
ments on the urban development process in other modes of  production can be 
used to develop a framework for analysing capitalist cities. The framework sug-
gested here, based on the conflicted social relations between land, labour, capital 
and the state, provide a realistic basis for explaining and intervening in the urban 
processes which in capitalist societies structure the functions and size of  cities, 
the growth or decline of  cities, and the nature and location of  human activities 
within cities.

Communist mode of production 

Marx wrote relatively little about the communist mode of  production and the 
type of  society that could be structured on its economic foundations. Interestingly, 
the role of  land (as both nature and as landed property) figure highly in his writ-
ings on communism.  

Marx wrote his early works about communism at a time when, across Europe, 
there were high levels of  poverty, unemployment and urban pollution; cities and 
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population were in decline; and democratic institutions were under attack.86 
Widespread political conflict engulfed Europe, between those wishing to over-
throw the old feudal-based governments and replace them with modern (capi-
talist) governments, and those wishing to maintain the status quo. Marx argued 
many of  the actions to emancipate people had been limited merely to political 
change rather than full emancipation: ‘It is not the radical revolution, not the gen-
eral human emancipation which is a utopian dream for Germany, but rather the 
partial, the merely political revolution, the revolution which leaves the pillars of  
the house standing.’87 True human emancipation, on the other hand, required 
political and economic freedom. A critique of  the capitalist political economy 
was needed to identify strategies people could use to liberate themselves from the 
undemocratic strictures of  the capitalist mode of  production. 

One problem of  the capitalist mode of  production raised in ‘A Contribution 
to the Critique of  Hegel’s Philosophy of  Right’, ‘On The Jewish Question’ and 
Economic and Philosophic Manuscripts of  1844, is that the laws of  capitalism turn 
workers into mere objects who are organised by capital to transform nature into 
other objects (commodities) which then confront the direct producer ‘as something 
alien, as a power independent of  the producer’ and which are estranged from the direct 
producer (and appropriated by capital).88 A second problem was the ‘intrinsic 
connection between private property, greed, the separation of  labour, capital 
and landed property; the connection of  exchange and competition, of  value and 
the devaluation of  man, of  monopoly and competition, etc. – the connection 
between this whole estrangement and the money system’.89

In other words, capitalist accumulation separated people from nature (‘Man 
lives on nature … with which he must remain in continuous interchange if  he 
is not to die … for man is a part of  nature’)90 and ‘estranged’ people from each 
other.91 Capitalist institutions, especially private property, controlled, enslaved 
or oppressed people: primogeniture, for example, was an institution where  
‘[l]anded property always inherits, as it were, the first born of  the house’.92 
Marx’s point was that, in capitalism, people did not control private property: pri-
vate property controlled the life opportunities of  people. True human emancipa-
tion required the establishment of  new non-destructive relations of  production 
with nature, and the creation of  political and economic practices and institutions 
under democratic control. What was needed were strategies to stop human beings 
from being objectified, alienated and estranged, or, in other words, strategies to 
bring about ‘the emancipation of  society from private property, etc., from servi-
tude’.93 There needed to be the ‘negation of  private property’ to establish a new 
economy and society where there ‘is the complete unity of  man with nature’.94 

Three stages of  revolutionary change were needed to develop a communist 
society: to abolish private property; to abolish the state based on private prop-
erty; and to develop a society where there would be the ‘transcendence of private 
property as human self-estrangement’ (emphasis in the original). These changes would 
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overcome the destructive conflicts caused by the division of  people from nature, 
and of  people from each other: ‘the  genuine  resolution of  the conflict between 
man and nature and between man and man – the true resolution of  the strife 
between existence and essence, between objectification and self-confirmation, 
between freedom and necessity, between the individual and the species’.95

In The Communist Manifesto, Marx and Engels called for the abolition of  (pri-
vate) property and the classes who defend private property: ‘The distinguishing 
feature of  communism is the abolition of  bourgeois property.’96 Five of  the ten 
measures identified in the Manifesto as transition steps to bring about communism 
refer to land, three of  which could be applied to urban land:

• Abolition of  property in land and [the] application of  all rents of  land to 
public purposes

• Abolition of  all rights of  inheritance
• Extension of  factories and instruments of  production owned by the State; 

the bringing into cultivation of  waste-lands, and the improvement of  the soil 
generally in accordance with a common plan

• Equal liability of  all to work. Establishment of  industrial armies, especially for 
agriculture

• Combination of  agriculture with manufacturing industries; gradual abolition 
of  all the distinction between town and country by a more equable distribu-
tion of  the populace over the country.

The Communist Manifesto recognised that a slow democratisation of  the capitalist 
state was occurring to varying degrees around the world but that, at the same 
time, the capitalist economy was becoming increasingly despotic and less under 
the democratic control of  people. For example: ‘Political emancipation was, at 
the same time, the emancipation of  civil society [the economy] from politics …’97 
Citizens may be winning a greater degree of  political freedom in capitalism, but 
their economic lives continued to be tightly controlled by the private owners of  
property and by the laws of  the capitalist mode of  production. 

Based on this critique of  privately owned property, Marx and Engels developed 
a solution that aimed to supersede private rights over property (which divided 
people into groups of  owners and non-owners and which gave property owners 
the power to control the lives and livelihood of  the property-less). The alternative 
was to develop communities where people were no longer estranged (or alien-
ated) from each other, property, the production of  goods and services, their com-
munity or nature.98 The communist mode of  production made it possible for all 
people to have the resources and opportunities they need to flourish individually, 
to contribute to society, and to live in harmony with nature. Interestingly, many 
of  these qualities of  a communist society are those Marx identified as existing 
in the indigenous communities (discussed in Chapter 3) but with the significant 
difference that communist societies would be technologically advanced.

Community-owned property would replace capitalist, privately-owned 
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property and establish a mode of  production based on cooperation and the pro-
duction of  goods with use-values that benefit individuals, families and the broader 
community (rather than production for profit).99 People would work in such a 
way that working people would have democratic control over their working lives, 
and, more generally, a new democratic mode of  production would be established 
which produced goods and services for the benefit of  people and in ways that did 
not exploit or subjugate direct producers for the private benefit of  others.100 

Small cooperatives and worker-run collectives would have an important role 
to play in the transition to a communist mode of  production. The cooperative 
movement of  the day was seen to be one of  the transforming forces of  capi-
talism. Its merit was to show, in practical ways, that it was possible to establish 
associations of  free and equal producers. With the ownership of  land and the 
instruments of  production in the hands of  urban, regional and national organ-
isations of  working people, it would be possible for these models of  productive 
enterprises to be expanded across the society to establish a communist mode of  
production made up of  ‘one large and harmonious system of  free and co-opera-
tive labour’ managed by the producers themselves.101 

The communist mode of  production would allocate goods and services to 
individuals, families and the broader community according to their needs (rather 
than to those who could afford to buy them). For example, the allocation of  the 
total social product (a concept similar to gross domestic product) would include: 
the provision of  general consumption to meet the sustenance needs of  all; funds 
for the replacement of  all means of  production used up in production and for 
investment to expand production; an insurance fund to provide against calami-
ties or other risks to production; funds to meet community needs (such as schools, 
health services and public housing); funds to support those unable to work (such 
as the elderly); and funds to cover the general costs of  administration not belong-
ing to production. In other words, the direct producers in a society would receive 
exactly what they produced (less deductions for the maintenance and develop-
ment of  production, the reproduction of  the population, the support of  those 
unable to contribute to production, and public administration). One of  the roles 
of  the public administration agencies of  the state would be to verify that workers 
furnished particular amounts of  labour and received an amount of  consumption 
goods according to their individual and family needs.102

Marx made a significant change in his last writings on communism. The early 
writings of  Marx suggested the existence of  capitalism was necessary for the 
development of  a communist society. A Russian radical, Vera Zasulich, asked 
Marx in 1881 whether this was the only route to communism. She argued Russia’s 
economy was based on rural communes which also were ‘capable of  developing 
in a socialist direction, that is, gradually organising its production and distribu-
tion on a collectivist basis’.103 Marx wrote five drafts of  a reply to Zasulich, even-
tually concluding capitalism was not the only route to communism, and that it 



Feudal, Capitalist and Communist Land      97

was possible to build a communist mode of  production based on the democratic, 
worker-controlled social relations of  communes:

To save the Russian commune, there must be a Russian Revolution … If  the 
revolution takes place in time, if  it concentrates all its forces … to ensure the 
unfettered rise of  the rural commune, the latter will soon develop as a regenerat-
ing element of  Russian society and an element of  superiority over the countries 
enslaved by the capitalist regime.104 

In summary, one important characteristic of  the communist mode of  produc-
tion as conceived of  by Marx was its policies on production (production to be 
placed under democratic control, production to occur without the exploitation 
of  labour, and production to meet the needs of  people and the maintenance of  
the society rather than the production of  profit). Second, communism would be 
based on new relations between people and nature, a relation that in capitalism 
had resulted in pollution, the unsustainable use of  natural resources, and the 
destruction of  nature of  which, existentially and economically, people are a part. 
In the few writings Marx made about communist societies, no mention was made 
of  the role and structure of  cities in the communist mode of  production. 

Conclusion 

This chapter has documented Marx’s comments about urban landed property, 
rent and cities as they occur in the feudal, capitalist and communist modes of  
production. These modes of  production developed in Europe from land or 
geography-based Gesellschaft societies (unlike the indigenous, ancient and Asiatic 
modes of  production that developed from kin-based Gemeinschaft communities). 

The feudal economy and society were structured by a complex network of  
social relations of  contradictory interdependencies. These included relations of  
land control in return for fealty between the monarch and royal vassals (vassal-
age), of  land use in return for rent between landlords and peasants (manorial-
ism), and of  land control in return for fealty and/or rent between the monarch 
and city governments. Within the limits of  these ‘external’ social relations, urban 
development in feudal times was often influenced ‘internally’ by the development 
of  urban industrialists, tradespeople and their guilds with their control over land, 
tools and equipment, and the training, wages and working conditions of  skilled 
labour (journeymen and apprentices). 

Most of  Marx’s writings concern the origins, operations, growth and crises 
of  the capitalist mode of  production. For the first time, urban development 
processes are primarily driven by the owners of  capital (and not landed prop-
erty). However, urban landed property continued to play an important role in 
urban development through the power of  landownership to control the use of  
land (until payment of  rent is made) and through the organisation of  the urban 
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landed property class which acts to defend its economic interests and, in the right 
circumstances, to promote its economic interests and legitimacy as a fraction of  
the ruling class. 

Although Marx wrote very little about the communist mode of  production, 
two issues which continually recurred concerned production and land (nature). 
In the communist mode of  production, the division of  working people from the 
ownership and management of  production would be overcome so that produc-
tion would be democratically controlled and would be organised for the needs of  
people and the maintenance of  society (not for profit). Similarly, the division of  
people from nature (which in capitalism was destroying nature in the incessant 
search for profit) would be resolved so that people, existentially and economically, 
would be once again live in a sustainable and healthy relation with nature. Marx 
made no comments about the characteristics of  cities in societies based on the 
communist mode of  production. 

Some of  the most important characteristics of  land, rent and cities in all six 
of  Marx’s modes of  production are compared in Table 4.2. It reinforces that the 
same concepts, in different modes of  production, take on different characteristics 
and need to be understood in their own context. There is no single economic 
law or mathematical model of  the economy that can capture the diversity of  
political economics. When interpreting the table, it needs to be kept in mind that 
the dynamism inherent in the contradictory social relations of  production and of  
landed property are not captured in a static table.

Finally, this chapter has noted that, in the capitalist mode of  production, 
landed property is a barrier to capital accumulation, a capacity that makes it pos-
sible for landowners to appropriate rent from capitalists. Exactly how this occurs 
requires a detailed assessment of  how rents arise in capitalism. This is the subject 
of  the next chapter.
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CHAPTER 5

Capitalist Rents

Just as the operating capitalist pumps surplus-labour, and thereby surplus value 
and surplus-product in the form of  profit, out of  the labourer, so the landlord in 
turn pumps a portion of  this surplus-value, or surplus-product, out of  the capital-
ist in the form of  rent …1

Introduction

Rent is central to many current crises in capitalist cities. 
The power of  rent is often associated with a variety of  social issues such as the 

long-term rises in property prices,2 the uneven development of  housing prices in 
cities,3 and restructuring of  publicly funded seniors’ care in Canada.4 The price 
of  a house or other real estate property is directly affected by rent because prop-
erty prices are essentially capitalised rent. For residential tenants, government 
initiatives such as capital gains taxes, negative gearing policies and investment 
incentives can distort the rental housing market by causing ‘more high-value, 
high-rent stock being brought into the rental sector, and low-cost, low-rent prop-
erties dropping out’,5 exacerbating homelessness. The authority of  rent also con-
trols commercial tenants, as was shown during the COVID-19 pandemic in the 
early 2020s, when businesses around the world found they were obliged by the 
terms of  their lease to pay rent even if  they had no income (due to lockdowns).6

Marx proposed there are three main forms of  rent in capitalism. Absolute 
rent determines whether capital will invest on land at all. There are two forms of  
differential rent which, in different ways, influence the extent to which capital will 
invest in city centres or in suburban regions. 

However, Marx also recognised rent caused a theoretical problem for his 
theory of  value. Capitalist rent, as with other modes of  production, is always a 
portion of  the surplus labour provided by workers. However, rent is not a portion 
of  the profit captured by capitalists but additional to profit: rent ‘is always a sur-
plus over and above profit’.7 The problem then arises: if  capitalists appropriate 
all the unpaid surplus value as their profit, what is the source of  the additional 
surplus value that comprises rent? 

This chapter addresses these issues. It analyses the economic mechanisms 
whereby landed property captures differential rent (DR) and absolute rent (AR) 
from capital. It will show that DR arises when land interferes in the process that 
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establishes the market value of  a commodity; and AR arises when land inter-
venes in the process that establishes the price of  production for a commodity. 
The magnitude of  rent that can be captured from capital by landed property, 
however, is not limitless; the very nature of  the rent appropriation process puts 
limits on how much can be captured. 

To understand how DR and AR arise and drive crises in contemporary cap-
italist cities, therefore, it is necessary to delve deep into the processes of  how the 
market value of  a commodity is determined, and how the price of  production 
of  a commodity is established. First we consider the case of  how market value 
is formed, thus making it possible for landowners to extract DR from capitalists. 

Market value

As noted in Chapter 2, capitalism consists of  a continuous, relentless and cri-
sis-ridden cycle of  capital accumulation. In general terms, an amount of  capital 
(of  value M) is invested to buy commodities (with an equivalent value, C); the 
commodities are then transformed by labour in production (P) where they gain 
an enhanced value (C') arising from the unpaid surplus value (profit) provided by 
workers; and the new commodities with their enhanced value (C') are then sold 
for an equivalent amount of  value (M'). As a result, the capitalist realises a larger 
magnitude of  value (M') than was originally invested (M). The general formula for 
this cycle of  investment, production and realisation of  capital is summarised as:

M — C ... P ... C' — M'

Within this general formula are numerous detailed economic processes. To solve 
the problem of  rent, of  where surplus value for rent originates when all surplus 
value (created by labour) is captured as profit by capital, it is necessary to focus 
on the way commodities are realised for money; that is, what occurs in detail in 
the C' — M' phase of  the overall process for the production and realisation of  
capital. 

The first process which is necessary for the creation of  rent, differential rent 
(DR), is the establishment of  the market value of  a commodity. 

Consider any industry sector where multiple capitalists are producing the 
same commodity in competition with each other. Each capitalist produces a 
commodity which embodies a particular quantity of  value. The value embedded 
in commodity is made up of  the value of  the physical commodities used up to 
produce the commodity (called constant capital, c

i
); the value of  the employees’ 

labour used up to transform the materials into the new commodity and which is 
paid for with a wage (called variable capital, v

i
); plus the value provided by labour 

that was not paid for (surplus value, s
i
). The value of  each new individual com-

modity, therefore, is (c
i
 + v

i
 + s

i
). 
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No capitalist in this industry sector is the same. Each capitalist uses a different 
combination of  physical commodities and technologies (c) and different magni-
tudes of  labour-time (v) and extracts different amounts of  unpaid surplus value (s) 
from its workers. As a result, the commodities made by each capitalist have different 
magnitudes of  value embodied in them. For example, Capitalist A may produce a 
commodity that has a value of  (c

a
 + v

a
 + s

a
) while Capitalist B, producing the same 

commodity, may have a commodity that has a value of  (c
b
 + v

b
 + s

b
), and so on.

Having produced their commodities, the capitalists within each industry then 
have to realise the value of  these individual commodities (c

i
 + v

i
 + s

i
) as money. 

To do so, each capitalist puts their commodities into the market to sell. It is here 
in this competitive marketplace, with its many buyers and sellers, that the market 
value of  the commodity is established. 

Our capitalists present their commodities to the market for sale. As happens 
in all markets, capitalists who ask too high a price for their commodities will not 
sell them all; and capitalists who ask too low a price will sell them all but at the 
risk of  not making as large a profit as is possible. Through this market bidding 
and correction process, an agreed market price (or, in value terms, an agreed 
market value) is established for each particular commodity. This market value is 
‘the average value of  commodities produced in a single sphere [industry sector]’ 
or, more accurately, ‘the individual value of  the commodities produced under 
average conditions of  their respective sphere and forming the bulk of  the prod-
ucts of  that sphere’.8 The market value of  this particular commodity, established 
by the average conditions of  production used to produce the commodities, is 
symbolised as (c

m
 + v

m
 + s

m
) to distinguish it from the value of  the individual com-

modities (c
i
 + v

i
 + s

i
) produced by each capitalist in the industry.

Conceptually, the ‘market value’ of  a commodity is similar to the contem-
porary concept of  the Wholesale Price Index, a measure of  the average selling 
price of  a representative basket of  wholesale goods. This is a common measure 
of  the wholesale price of  each commodity which is used by many contemporary 
bureaux of  statistics around the world. 

For example, consider an industry sector where two capitalists, Capitalist A 
and Capitalist B, produce the same commodity. Capitalist A produces commod-
ities very efficiently (using labour-saving technologies that require far less labour) 
or more productively (where a set amount of  capital and labour inputs produced 
a larger-than-industry-average number of  commodities). In this case, Capitalist A 
discovers their commodities, which have an individual value of  (c

a
 + v

a
 + s

a
), is lower 

than the industry-average market value that this commodity sells for (c
m
 + v

m
 + s

m
). 

That is, symbolically, (c
m
 + v

m
 + s

m
) > (c

a
 + v

a
 + s

a
). As a result, Capitalist A sells the 

commodities in the market at the going market value (c
m
 + v

m
 + s

m
), even though 

it cost only (c
a
 + v

a
 + s

a
) to produce. The outcome of  the sale is that Capitalist A 

realises the surplus value (s
a
) they captured in production plus an extra amount of  

surplus value (symbolised as (c
m
 + v

m
 + s

m
) – (c

a
 + v

a
 + s

a
)). Marx calls this additional 
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amount of  surplus value, captured from the sale of the commodity in the market, 
the ‘surplus of  surplus value’ or ‘surplus profit’.

On the other hand, Capitalist B produces the same commodity in a relatively 
inefficient or less productive way. In this case, when Capitalist B sells their com-
modities in the market at the average, market-determined value for the commod-
ity, they lose value. Capitalist B’s commodities, which have an individual value of  
(c

b
 + v

b
 + s

b
), is higher than the industry-average market value that the commodity 

sells for (c
m
 + v

m
 +  s

m
). Symbolically, (c

b
 + v

b
 +  s

b
) > (c

m
 + v

m
 +  s

m
). As a result, 

when Capitalist B sells their commodities at the going market value, Capitalist B 
loses value. Depending on how inefficient or how unproductive is Capitalist B’s 
production process, when Capitalist B sells their commodity in the market, they 
may lose all their profit (s

b
) and only receive an amount of  money to pay for the 

cost of  the commodities (c
b
 + v

b
) used up in production. In a worst-case scenario, 

Capitalist B will receive payment for their commodities (c
m
 + v

m
 + s

m
) which does 

not even cover their cost to produce those commodities (c
b
 + v

b
 + s

b
) and they will 

go into debt or bankruptcy. 
In this simple industry sector, with Capitalist A and Capitalist B making the 

same commodity in different ways, the average, market-determined selling price 
for the commodity (the market value) produces a result that is similar to a zero-
sum game, where the magnitude of  Capitalist B’s loss of  value equals the magni-
tude of  Capitalists A’s value gain. 

For clarity, it is worth briefly considering a different example expressed in 
monetary terms. Consider an industry where Capitalist A and Capitalist B make 
the same number of  the same commodities, using the same constant capital and 
exploit their workers at the same rate (they both make a profit of  100 per cent 
of  the cost of  their workforce). The more efficient and productive Capitalist A 
uses relatively little labour to produce each commodity at a cost of, say, $100 per 
commodity (made up of  $40 + $30 + $30 for commodities, wages and profit, 
respectively). The less efficient and less productive Capitalist B uses relatively 
more labour to produce the same commodity but at a cost of, say, $130 (made up 
of  $40 + $45 + $45 for commodities, wages and profit, respectively). Both firms 
enter the market to sell their commodities and discover the commodity sells at the 
average market price of  $115. As a result, efficient Capitalist A makes a profit in 
production of  $30 and an additional surplus profit of  $15 in the market (because 
the commodity it made for $100 is sold at the market value of  $115). As a result, 
efficient Capitalist A makes a total profit of  $45 per commodity. On the other 
hand, the inefficient Capitalist B, which produced the same commodities but at a 
cost of  $130, finds their commodities sell in the market at the going market price 
of  $115, incurring a loss of  $15 per commodity. Capitalist B’s loss of  $15 per 
commodity is Capitalist A’s gain of  $15 per commodity. For this industry sector 
as a whole, Capitalist A will continue to produce successfully, while Capitalist B 
will be forced to modernise their technology, reduce labour costs, change work 



Capitalist Rents      109

practices and take other actions so it can compete against the more efficient 
Capitalist A. 

With this explanation of  the process which establishes market value and 
makes it possible for more efficient firms to capture surplus profit, it is now pos-
sible to explain the source of  the differential rent (DR).  To foreshadow Marx’s 
argument, it is the surplus profit captured by the efficient firms which is the value 
that is potentially available to be appropriated by landowners as differential rent.

Differential rent I

There are two types of  differential rent (DR). The first, differential rent I (DR I), 
arises when equal amounts of  capital are invested on different types of  lands (lands with 
different locations, orientation, terrain or other natural features that are attractive 
to capital and are not made by labour). Differential rent II (DR II) arises when 
different amounts of  capital are invested on equal lands. In both cases, differential rent 
arises because the intervention of  landed property in production changes how 
market value is established. This section considers DR I, and the next, DR II. 

In all modes of  production, an investment on land with the best situation will 
be more productive than an equal investment on the same size of  land in a poorly 
situated site. Consider, again, a simple example using the industry sector with 
two capitalists, Capitalist A and Capitalist B. Assume both capitalists are equally 
efficient in their use of  capital and labour: the only difference is that Capitalist 
A is located on the best-situated site (e.g. housing is being built on terrain that is 
flat) while Capitalist B is located on the worst-situated site (housing is being built 
on terrain with a strong incline). 

As noted above, the market value for a commodity is established by the com-
modities produced under average conditions and forming the bulk of  the products of  an 
industry. In this present example, Capitalist A and B have the same materials, 
technology, labour force and rate of  profit: the only difference is Capitalist A is 
situated on the best land for production and Capitalist B is situated on the worst 
land for production. In this case, it is not average conditions that establish the market 
value for the commodity but the worst land establishes the market value and there-
fore determines how much surplus profit the capitalists on the better located land 
will be able to capture.

Why does the worst land determine the market value of  commodities? In 
non-land-based industries, market value is at first determined by the differences 
between the capitalist firms within the sector, but over time, competitive pres-
sures over the short to medium term will force efficiencies within each firm in the 
industry sector and force the least efficient capitals to become more efficient and 
eventually all firms within the sector produce commodities at the same market 
price. On the other hand, with land-based industry sectors, competitive pres-
sure cannot change the features of  land; there will be a permanent advantage 
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to capital investing on the best land, and a permanent disadvantage to capital 
investing on the worst land. As a result, the worst land – in this case, the slop-
ing land – which reduces the productivity of  the capital invested on the land 
establishes the market value of  commodities. When Capitalist A and Capitalist B 
sell their commodities in the market, the value of  the commodities produced by 
Capitalist B on the worst land establishes the market value for those commodities. 

Differential rent (DR I) arises from the difference between the value of  the 
commodities produced on the worst land compared with the value of  the com-
modities produced on the best land. Consider a more complex (and realistic) 
example where there are four equal sites of  urban land (with the same size, terrain 
and so on) except for one difference: their location. The first site, Site A, has the 
best location for a firm within its industry (it is located in the centre of  its market 
in the central business district, CBD); the second site, Site B, is located in the 
middle suburbs; Site C is in an outer suburb, and Site D is located on the urban 
fringe, far from its markets in the CBD. In this example, the capitalists investing 
on the urban sites are specialised design offices producing CAD/CAM design 
and 3D printing but this example could equally apply to many other businesses 
such as those in construction; textiles and fashion which designs and produces 
clothing, footwear and jewellery; publishing (including digital publishing and 
websites); accommodation; and food production (such as restaurants and cafés).

The four capitalist firms invest on their sites an equal amount of  constant 
capital (c, such as buildings, raw materials and technology) and variable capital 
(v, labour power), and all produce the same commodities with the same use value 
and with the same rate of  profit. 

The capitalist invested on Site A located in the CBD benefits from its location: 
there are urban agglomeration effects such as lower transport and communica-
tion costs, a large supply of  skilled labour, close and cheap access to customers 
and suppliers, and higher knowledge spill over rates.9 Site D, by comparison, 
located on the urban fringe, has limited access to a skilled workforce and its cus-
tomers, has high transport and other costs, and does not benefit from knowledge 
spill overs. The middle suburban sites, Sites B and C, will have some benefits 
arising from their location, fewer than Site A but more than Site D. As a result, 
although all sites are equal in terms of  the quantities of  capital invested on them, 
the firm on the CBD land is more productive, producing more commodities for 
the same capital inputs than Sites B and C, with Site D being the least productive. 

When the commodities are sold on the market by the four firms, the market 
value for the commodity is established. Ordinarily, if  there had been no inter-
vention by landed property, the market value would be the value set by the aver-
age conditions of  production for the bulk of  the commodities. However, with 
the intervention of  a natural feature of  land, ‘the worst soil, i.e., which yields 
no rent, is always the one regulating the market-price’,10 or, in other words, the 
‘ market-price is regulated … by the capital invested in the worst soil’.11 
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Returning to our example of  the four sites, Table 5.1 shows the four firms 
mobilise an equal magnitude of  capital (c + v + s = 60) but on different sites. Site 
A, on the best-located land, is able to use its capital to produce four commodities. 
On the other hand, Site D, the worst-located site, uses an equal amount of  capital 
but it can produce only one commodity. In the suburban sites, the better-situated 
Site B, uses an equal amount of  capital to produce three commodities and the less 
well-located Site C uses its equal amount of  capital to produce two commodities. 
(Note: each number of  commodities can be thought of  as dozens, scores, hun-
dreds, thousands or some other multiple of  the number of  commodities.) In other 
words, the capitals invested on the more advantageous sites are more productive 
and therefore capture more surplus profit, whilst the capital invested on the worst 
land, which sets the market value, captures no surplus profit.  It is this surplus 
profit, which capitalists have captured because of  the features of  the land where 
they are located, that landed property then demands as rent while the capitals 
invested on the less advantageous sites are less productive. 

Table 5.1 shows numerically what happens when the commodities are sold in 
the market. Site D, the worst-located site, produces one commodity with a value 
of  60; and this value sets the going rate, the market value, that is used to sell all the 
commodities. Site D, therefore, which produced one commodity with a value of  
60, sells it at the market value of  60 and, by doing so, covers the cost of  production 
(c + v plus a surplus value, s) but does not create any ‘surplus of  surplus value’ or 
‘surplus profit’. On the other hand, Site A sells its four commodities at the going 
market value (of  60) with the result that it earns a revenue of  240; and given that the 
value of  the capital it invested was 60, the capital on Site A captures a surplus profit 
of  180. Similar calculations apply to the capitals on Sites B and C, which generate 
a surplus profit of  120 and 60, respectively. As Table 5.1 shows, the landowner of  
site A can potentially capture all the surplus profit of  180, with the differential rent 
paid to the landowners of  sites B, C and D being 120, 60 and 0, respectively.

Table 5.1 DR I: equal capitals invested  

on different lands

Capital

(c + v + s) Product

Value 

(capital 

per 

product)

Market 

value

(per 

product)

Revenue

(Products × 

Market value)

Surplus 

profit

(Revenue 

− Capital) DR I

Site D

(Worst)

60 1 60 60  60  0  0

Site C 60 2 30 60 120  60  60

Site B 60 3 20 60 180 120 120

Site A

(Best)

60 4 15 60 240 180 180
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This example assumes, for the sake of  simplicity, that there is demand for all 
the commodities supplied, and there are no barriers to the competitive operation 
of  the market, with the exception of  that caused by the location of  the land. 
Similarly, although this example assumes the distinguishing natural feature of  
the urban sites is their location, the same results would be achieved even if  the 
land was affected by other natural features which advantage, or disadvantage, 
the capital invested on them: for example, the orientation of  the sites towards 
or away from the sun (which would affect, for example, the productivity of  the 
capitals invested in the production of  solar energy, gardening or urban farming), 
or the slope of  the site’s terrain (which would affect, for example, the productivity 
of  the capitals invested in building construction). 

This example of  equal capital invested on different lands explains two essen-
tial features of  differential rent. First, differential rent (and the surplus profit 
which is its basis) does not appear magically in the economy from nowhere: it 
emerges from the process that establishes the market value at which commodities 
are sold. Specifically, the potential for differential rent arises from the ‘surplus of  
surplus value’ or ‘surplus profit’ that is captured by capitalists who have greater 
productivity because of  the advantageous natural features of  the land. Second, 
the owner of  land, as always, will demand a tribute, a rent, from the capitalist for 
the lease of  the site. However, there are clear limits on what can be captured as 
differential rent. Marx’s analysis of  DR I shows there is always a maximum limit 
on the amount of  value that can be captured as DR I which is determined by 
the magnitude of  surplus profit that is appropriated by the capitalist. Similarly, 
the potential maximum rent that can be captured by landlords varies from site to 
site depending on the extent to which the features of  the land facilitate or hinder 
the production of  surplus profit. 

In practice, does the landowner automatically capture all of  the capitalist’s 
surplus profit, or only some of  the surplus profit? Economics cannot predict the 
outcome of  the struggle within the social relation between each landowner and cap-
italist. Within the limits set by the economic processes, how much surplus profit the 
landowner captures depends on historically specific contextual factors such as the 
power differential in the social relation between the landowner and the capitalist, 
the negotiating skills of  the parties, and, more generally, the status of  the class strug-
gle between landowners and capitalists in particular cities and at particular times. 

Differential rent II

Thus far we have considered the differential rent that arises when equal capitals are 
invested on unequal lands, where DR I is determined by the difference between the 
yield from capitals operating on the best land and the yield of  capital on the worst 
land. By its nature, DR I arises from how the natural features of  land enable (or 
hinder) the productivity of  capital, not from the characteristics of  the land itself. 

Differential rent II (DR II), on the other hand, arises when unequal capitals are 
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invested on equal land. When this occurs larger capitals (invested on equal lands) 
will generate larger quantities of  surplus value and hence larger surplus profits 
which can be appropriated by landowners as rent. 

Consider, for example, four equal urban sites with different magnitudes of  cap-
ital invested on them which are producing the same commodities (see Table 5.2). 
This could be a land site that has different amounts of  capital invevsted in it 
over time, or one which is subdivided into four lots, with different magnitudes of  
capital invested on each of  the four lots. Site A has 60 units of  capital invested 
on it which produces one commodity (or one dozen, score, hundred or other 
multiple of  one). Sites B, C and D are invested with 70, 80 and 90 units of  capital 
respectively, and produce two, three and four commodities, respectively. As usual, 
when the capitals sell their commodities, the market value for each commodity 
is established by the average conditions of  production that apply to the majority 
of  the prod ucts. As the lands are equal, they have no impact on the formation of  
the market value. Assume Site A sets the market price and therefore generates its 
usual profit but no surplus profit, while the other sites generate a surplus profit of  
60, 120 and 180 units. Some or all this surplus of  surplus value, the surplus profit, 
could be appropriated by the landlord as DR II. 

In ‘Transformation of  Surplus-Profit into Ground-Rent’, Marx considers mul-
tiple variations for how DR II may arise (such as a case where the additional capital 
on the equal land has a constant, decreasing or an increasing effect on the produc-
tivity)12 and in all cases there is a relative rise in DR II with the addition of  capital. 

DR II has a number of  qualities. First, DR II is not independent of  DR I, 
because the existence of  DR II is not possible without the presence of  DR I. 
Second, DR II is not permanent. As occurs with any industry sector in capitalism, 
a larger-than-normal investment of  constant capital (in new equipment, machin-
ery, technology and so on) gives a capitalist a short-term productivity advantage 
over their competitors which allows them to capture the additional surplus value. 
However, over the longer term, competition between capitalists causes a general 
diffusion of  equipment and technologies across the industry sector and the addi-
tional surplus value (and DR II) arising from the first-mover advantage is lost. 

Third, DR II and DR I have an interactive, not a cumulative, effect on each 

Table 5.2 DR II: different magnitudes of capital on equal lands

Capital

(c + v + s) Product

Value 

(capital 

per 

product)

Market 

value

(per 

product)

Revenue

(Products × 

Market value)

Surplus 

profit

(Revenue 

− Capital) DR II

Site A 60 1 60 60  60  0  0

Site B 70 2 35 60 120  50  50

Site C 80 3 26.6 60 180 100 100

Site D 90 4 22.3 60 240 150 150
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other. For example, the best sites (generating more DR I) will also be the ones 
selected for greater investment (generating more DR II) because they afford the 
best promise that the capital invested on that site will be more profitable. On the 
other hand, the worst sites (which generate no or little DR I) are also less likely to 
have capital invested on them (and therefore will generate no or little DR II). 

Differential rent is a reminder that capitalists who invest higher-than- industry-
normal quantities of  capital on the best land are not guaranteed to capture 
higher- than-industry returns because some or all of  the benefits of  the invest-
ment on that land will be captured by the landowner as rent. It is in this sense 
that landowners block capital. Landowners are a clear disincentive to capitalist 
investment on land. Capitalists who invest extra capital on land in the hope of  
producing greater profits face the certainty that some or all of  the surplus profit 
they create will be captured by the landowner as differential rent. 

As a result, over time, the rate of  investment in land-based industries slows 
(relative to investment in other industries) and the diffusion of  productivity- 
increasing investment into land-based sectors slows. In the best-case scenario, 
capital technology continues but at a slower rate over time (all other factors being 
equal). In the worst case, investment ceases, technology is no longer modernised, 
the land-based industry stagnates and unemployment increases. 

Prices of production

As just discussed, differential rent is made possible when intra-industry competition 
(competition within each industry sector) establishes the market value for each 
commodity. However, intra-industry competition is just one factor in determining 
the final price of  each commodity. The final price of  a commodity (produced 
in one industry sector) also depends on the competitiveness and productivity of  
capital in that industry compared with the profitability of  capitals in all other 
industry sectors across the whole economy. That is, the final price of  a commod-
ity is also affected by inter-industry competition which creates each commodity’s 
price of  production. This section considers how prices of  production are formed, 
and the following section shows how these prices of  production make it possible 
for landowners to capture absolute rent (AR). 

Recall all capitalist economies are divided into various specialised industry 
sectors (such as agriculture, manufacturing, transport, wholesale and retail, and 
finance). Each industry sector has its own rate of  profit (r' ) calculated as the ratio 
of  the surplus value (s) produced by the industry in proportion to the constant 
capital (c) and variable capital (v) used up to create that surplus value. That is, 

each industry has its own rate of  profit summarised as r' = s
c + v    .

Each industry sector is in competition with the others to maximise their rate 
of  profit. If  one industry sector is more profitable than another, capital from 
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low-performing sectors will exit the low-profit industries and move into the more 
profitable sectors. This continuous flow of  capital out of  the least profitable sec-
tors into more profitable sectors in search for greater profits leads to constant 
industry restructuring, innovation, and the growth and decline of  employment in 
the more profitable and less profitable industries, respectively. 

As investment moves into high-profit industries, competition increases, profit 
falls and the rate of  profit in the high-profit sector will fall towards the general, 
‘average’ economy-wide rate of  profit (R'). Conversely, low-profit industry sectors 
lose investment as some capital exits and moves to sectors where it can get a 
higher return. This decline continues up to the point where the remaining capi-
tals are able to increase their rate of  profit to levels towards the general, ‘average’ 
economy-wide rate of  profit (R'). 

The general rate of  profit (R') therefore refers to the general return on the 
investment of  all capital in a capitalist economy. It is calculated as the ratio of  
total surplus value or ‘total social capital’ (S) produced in the economy divided 
by the capitals that were advanced to create and realise that total surplus value; 

that is, total constant capital, C, and total variable capital, V: that is, R' =
S

C + V . 
In a similar way to how competition between capitals within an industry sector 
establishes a commodity’s market value, so, too, does competition between cap-
itals across the whole economy establish the economy-wide rate of  profit that is 
used to finalise the commodity’s price of  production:

What competition, first in a single sphere, achieves is a single market-value and 
market-price derived from the various individual values of  commodities. And it 
is competition of  capitals in different spheres, which first brings out the price of  
production equalizing the rates of  profit in the different spheres.13 

In essence, capitalist firms in the least efficient (more labour-intensive) industry 
sectors that produce commodities with higher-than-average magnitudes of  sur-
plus value find some or all of  that value is transferred by the general rate of  profit 
(R’) to the industry sectors where capitalist firms produce their commodities with 
lower-than-average value. The result is that when commodities sell, they sell not 
at their market value (established within their industry sector) but at their price of  
production – a price that includes the market value established within the indus-
try but also incorporating the allocation of  surplus value across the economy.  

Recall that when commodities, produced with and for capital, are exchanged 
in the marketplace for money, they are not exchanged simply as commodities, 
as objects with a use value that are sold at any price determined by the invisible 
hand of  the market that balances supply and demand. Instead, there are distinct 
limits on what price capitals can sell their commodities for because all capitals 
are under relentless economic pressure (from their financiers, employees, share-
holders and competitors) to sell their commodities at prices that will realise ‘as 
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much surplus-value, or profit, on capital advanced for production, as any other 
capital of  the same magnitude, or pro rata to its magnitude’.14 In other words, 
all sellers exchange their products of  capital (their commodities) at a price which 
will capture their share of  the total surplus value (S) produced in the economy in 
proportion to the magnitude of  the capital used to produce it.15 

The price at which commodities are sold then, the price of  production, is the 
price that allocates a portion of  the total S in the economy to all the individual 
capitals in the different industry sectors consistent with the economy-wide gen-
eral rate of  profit (R'). In other words:

When a capitalist sells his commodities at their price of  production, therefore, 
he recovers money in proportion to the value of  the capital consumed in their 
production and secures profit in proportion to this advanced capital as the aliquot 
part in the total social capital. His cost-prices are specific. But the profit added to 
them is independent of  his particular sphere of  production …16

Table 5.3 gives an example of  how the price of  production allocates the total S to 
individual capitals in all industries (while making the usual simplifying assumptions 
to make calculations easier but which are nevertheless consistent with the labour 
theory of  value and with the reality of  the production and circulation of  capital).17 
Consider a simplified economy made up of  four different industry sectors, each of  
which has the same total quantity of  capital (100 units). Each sector has its own 
particular mix of  constant capital (c) and variable capital (v): for example, Sector 
1 has a capital of  80

c
 + 20

v
 and Sector 3 has a capital of  40

c
 + 60

v
. For simplicity, 

assume each industry sector has the same rate of  exploitation of  labour; that is, the 
amount of  unpaid surplus value produced by labour is 100 per cent in all sectors. 
As a result, all the industry sectors, some of  which are more labour-intensive and 
some more technology-intensive, use the same total capital (100) and the same 
rate of  labour exploitation (100 per cent) but produce commodities with different 
individual prices (which in value measures are 120, 140, 160 and 180, respectively). 

For this four-sector economy, the total amount of  the constant capital is 200
C
, 

the total amount of  variable capital is 200
V
 and the total magnitude of  surplus 

value (S) is 200
S
. As discussed above, inter-industry competition forces this total 

surplus value (S) to be allocated equally to all sectors in proportion to the magnitude of  
capital advanced to produce the total surplus:

Prices of  production arise from an equalisation of  the values of  commodities. 
After replacing the respective capital-values used up in the various spheres of  pro-
duction, this distributes the entire surplus-value, not in proportion to the amount 
produced in the individual spheres of  production and thus incorporated in their 
commodities, but in proportion to the magnitude of  advanced capitals.18 

In Table 5.3, the general rate of  profit is R' =
S

C + V  (or 50 per cent), and there-
fore the price of  production, the price paid for the commodities when bought 
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and sold throughout the economy, consists of  the value needed to replace the 
advanced capital (c + v) plus a profit equal to the general rate of  profit allocated in 
proportion to the amount of  the advanced capital (R'(c + v)). In this example, 
capitalists receive a price of  production for their commodities equal to (c + v = 
100) + (R'(c + v) = 50), or 150. 

The commodities sell in the market at their price of  production. When this 
occurs, the capital in Sector I, which used labour-saving technology to produce 
its commodities at an individual cost (or total value) of  120, receives the price of  
production for its commodities (150), thus making an excess profit of  30. On the 
other hand, the capital in Sector IV produced its commodities relatively ineffi-
ciently (with much labour) with an individual price (total value) of  180. When 
this capital sells its commodities in the market, it receives the economy-wide price 
of  production (150), thus making a loss of  profit of  30. The inefficient industry 
Sector IV, which had captured a large amount of  unpaid surplus value in pro-
duction, is paid a price of  production for its commodities that results in it losing a 
portion of  its surplus value which is transferred, through the price of  production, 
to the more efficient and productive Sector I. As we shall soon see, this excess 
profit captured by Sector I is the source of  the Absolute Rent which is appropri-
ated by landowners.

In summary, Marx uses the labour theory of  value at three levels of  analysis: 
the individual capitalist firm; the firm within its industry sector; and the industry 
sector within the economy. At the level of  an individual capitalist firm, each capi-
talist produces individual commodities with a cost of  production (c

i
 + v

i
) plus a profit 

(unpaid surplus value, s
i
); that is, with an individual value of  (c

i
 + v

i
 + s

i
). Having 

produced a commodity with its individual value, each capitalist in the industry 
uses the market to determine the market value of  the particular commodity. By 
benchmarking the commodity against the same commodity produced by other 
firms in the industry, the capitalist ascertains the ‘average’ market value of  the com-
modity of  (c

m
 + v

m
 + s

m
). Finally, having established its market value, the capitalist 

determines the commodity’s actual selling price, its price of  production. All the 
unpaid surplus value produced in each industry sector makes up the total surplus 
value (S) in the economy. Due to inter-industry competition, which establishes 
the general rate of  profit in the economy (R'), the commodity sells at its price of  
production of  (c

i
 + v

i
) + R'(c

i
 + v

i
). 

Establishing the general rate of  profit and the price of  production in the 
market is never a smooth, technical exercise based on perfect information, market 
harmonisation and general equilibrium. In reality, each capitalist market is one 
of  constant, unrelenting and historically specific forms of  competition between 
capitals; disruptions in the flow of  technology within industry sectors and across 
the economy; class struggle as employees and shareholders struggle to capture a 
larger portion of  the firm’s profit for themselves; and other crises. This relent-
less search to maximise profit causes individual firms to shed labour, introduce 
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labour-saving technologies, increase the rate of  exploitation of  the labour force 
(to produce more commodities using fewer labour costs) and/or move their 
capital to more profitable industry sectors; and causes individual industries to 
restructure and innovate in ways that are often chaotic and wasteful. As dis-
cussed in Chapter 2, many industries take action to reduce competition and/or 
seek government ‘protection’ from competitive pressures. Occasionally, ‘disrup-
tive’ industries emerge that capture very high excess profits for a period of  time. 
However, in general, competition slowly brings the rate of  profit of  all industry 
sectors back to the economy-wide average rate of  profit. Incidentally, when the 
rate of  profit in all industries settles around the economy-wide average rate of  
profit (R'), this does not result in economic stability or economic ‘equilibrium’; 
instead, competition and other political economic forces create a tendency for 
this general rate of  profit to fall over time, which forces the capitalist economy to 
undergo its characteristic cycles of  growth and crisis.19

With this explanation of  the process which establishes prices of  production, 
it is now possible to explain how landed property intervenes in this price of  the 
production-setting process and, by doing so, captures absolute rent (AR).

Absolute rent

Absolute rent (AR) is a one-off payment made to landowners for the use of  ‘new’ 
land. Unlike differential rent, which arises from the capacity of  the natural fea-
tures of  land (such as location, orientation, terrain and so on) to boost the pro-
ductivity of  capital invested on the land, absolute rent arises purely from the 
power of  landowners to demand a one-off payment of  absolute rent before cap-
ital can invest on the land. The magnitude of  absolute rent is determined when 
land provides a barrier to the process that establishes the price of  production. 

There are many potential sources of  new land. For example, a landowner can 
make available to capital land that was previously used or zoned for non-eco-
nomic purposes. Absolute rent is a one-off payment because once the land has 
been rezoned (or released for capitalist investment) and capital is invested on the 
land, the landlord will be able to calculate the magnitude of  differential rent to 
charge in the lease from that day forward.20 A classic example of  where AR inter-
venes in production is on the fringes of  cities where the owners of  ‘undeveloped’ 
land can demand a one-off tribute (absolute rent) to make the land available for 
the use of  capital for purposes such as housing:

In general, housing construction meets a barrier in the ownership by a third 
party of  the land upon which the houses are to be built. But, once this land has 
been leased for the purpose of  housing construction, it depends upon the tenant 
whether he will build a large or a small house.21 

AR is a particular challenge for the labour theory of  value because Marx needed 
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to explain how new, undeveloped land can have a rent and a price when it has no 
value (because value arises only from labour) and no capital invested on it (and 
hence no surplus value that could be used to establish a price). Furthermore, 
Marx wanted to show how and why there is always an upper limit on the amount 
of  absolute rent that can be appropriated for undeveloped land. 

Landowners holding new land want a payment of  rent (absolute rent) to 
release the land for use. Capitalists wanting to invest on the new land can exam-
ine the economy and estimate the price of  production they will receive for their 
commodities when they invest. The payment they are required to make, to bring 
the land into production therefore, must be in addition to the price of  produc-
tion. 

Consider the example in Table 5.4. It shows an economy where all capitalists, 
except the capitalist wishing to invest on new land, produce commodities using a 
composition of  capital of  85c + 15v and a surplus value of  100 per cent (or 15s), 
produces commodities with a value of  (c + v + s) or 115. On the new land, the 
capitalist invests in such a way to produce commodities using a composition of  
capital of  75c + 25v and a surplus value of  100 per cent (or 25s) and therefore 
produce commodities with a market value of  (c + v + s) or 125, which means the 
commodities produced on the new land have a value that is 5 higher than the 
economy-wide price of  production of  120. Ordinarily, the excess of  value (above 
the price of  production) produced by a labour-intensive sector is re-allocated by 
the price of  production process to the more productive sectors.  However, new 
land obstructs this process.  New land demands a payment irrespective of  the 
existence of  competition between capitals.  As a result, the land-renting capitalist 
sells their commodities at their value (not the price of  production), and the differ-
ence between the value and price of  production is appropriated by the landowner 
(as AR). In the case of  Table 5.4, the excess of  value embedded in the commod-
ities of  the new land-based capitalist (of  value 5) is paid to the landowner as AR 
rather than it being allocated to the more productive capitalists.

Table 5.4 Formation of absolute rent (full appropriation)

Capital 

advanced 

(c + v)

Surplus 

value

(s) 

Value 

(c + v + s)

General 

rate of 

profit

R' = 
S

C + V

Price of 

production 

(c + v) + 

R'(c + v)

If no AR 

(PoP – 

Value)

If AR 

= 5

Existing 

capitalists

85
c
 + 15

v
15

s
115 20% 120 5 0

New land 

capitalist

75
c
 + 25

v
25

s
125 20% 120 (5) AR 

= 5

Total 

economy

160
C
 + 40

V
40

s
240 20%
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The difference between the value of  commodities produced on new land and 
their price of  production sets the upper limit of  what can be captured as AR. 
Whether the AR equals the entire difference between the market value and the 
price of  production, or only a part of  it, will depend on the state of  the market, 
supply and demand for land and so on. 

Table 5.5 shows what happens when only a portion of  the surplus value pro-
duced on new land is captured by the landowner as AR, with the remainder 
being allocated via the price of  production to the rest of  the economy. In Table 
5.5, the landowner captures an AR of  3 from the new land-based capitalist while 
the remaining surplus value of  2 is transferred by the price of  production to the 
other capitals.

One other example is useful to clarify the economic mechanisms that produce 
AR. What AR is possible if  the capitalist investing on new land produces com-
modities in a highly productive way compared with the rest of  the economy? As 
shown in Table 5.6, if  a high-technology, low-labour investment is made on new 

Table 5.6 Failure to form absolute rent

Capital 

advanced 

(c + v)

Surplus 

value

(s) 

Value 

(c + v + s)

General 

rate of 

profit

R' = 
S

C + V

Price of 

production 

(c + v) + 

R'(c + v)

If no AR 

(PoP – 

Value)

AR 

Existing 

capitalists

85
c
 + 15

v
15

s
115 10% 110 (5)

New land 

capitalist

95
c
 + 5

v
5

s
105 10% 110 5 0*

Total 

economy

180
C
 + 20

V
20

s
220 10% 110

Table 5.5 Formation of absolute rent (partial appropriation)

Capital 

advanced 

(c + v)

Surplus 

value

(s) 

Value 

(c + v + s)

General 

rate of 

profit

R' = 
S

C + V

Price of 

production 

(c + v) + 

R'(c + v)

If no AR 

(PoP –  

Value)

If AR 

= 3

Existing 

capitalists

85
c
 + 15

v
15

s
115 20% 120 5 2

New land 

capitalist

75
c
 + 25

v
25

s
125 20% 120 (5) AR 

= 3

Total 

economy

160
C
 + 40

V
40

s
240 20%
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land, then the value (105) of  commodities produced on the new land is less than 
the price of  production (110) and as a result there is no excess of  surplus value 
created on the land that can be captured by land as AR. 

How is it that landowners can capture the excess of  surplus value as AR, or, 
to put it another way, why is it that the excess surplus value produced on the new 
land does not flow unimpeded (via the price of  production) to the more produc-
tive capitals? The solution is that competition, which can force capitalists to cut 
costs in every other part of  their business, cannot force the capitalist to reduce the 
AR on land. Commodities produced by land-based capital are sold at their value 
(and not at the price of  production) because the legal and institutional obligation to 
pay the landowner rent overcomes (or overpowers) the forces of  competition. As 
a result, the higher price of  land-based commodities ‘is not the cause of  rent, but 
rather that rent is the cause of  the increase in the price of  the product’.22

Furthermore, whether the absolute rent equals the entire difference between 
the value and the price of  production, or only a part of  it, will depend on the 
power balance in the social relation between the landlord and the capitalist which 
is influenced by the state of  the market, political factors (such as the strengths of  
landed property rights afforded by the state compared with the rights of  cap-
ital) and economic factors (such as the strength of  supply and demand for the 
land). Finally, the maximum limit of  AR that can be appropriated by land is 
determined by the difference between the excess of  the value of  the new land 
commodities over their price of  production.23

Monopoly prices 

Rent can be confused with monopoly pricing. 
A monopoly price is the price for a commodity that is set by a monopoly 

producer. As a result of  the market power of  the monopoly (and the lack of  
competition), the monopolist can set a price which is above the price of  pro-
duction and above the value of  the commodity. Monopoly pricing therefore 
involves the transfer a portion of  the profit of  other commodity producers to the 
commodities having the monopoly price. The monopoly price requires either 
a reduction in the profit of  capitalists or a deduction from the real wages of  
workers.24 Monopoly prices therefore are distinctly different from, and capture 
surplus value from a totally different source than, differential rent which arises 
in intra-industry competition which establishes a surplus of  surplus value over 
the market-price; or absolute rent which arises when the excess of  value over the 
price of  production is captured by land.

Marx’s definitions of  rent are a useful reminder that the ‘filching’ of  surplus 
value through the power of  landed property involves very different economic 
processes from monopoly pricing, lobbying and other political actions which 
have the intention to capture state finances for private interests.
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House (and other building) ‘rent’

Another common confusion in the understanding of  rent arises when it is said 
housing tenants are paying ‘rent’, or other types of  building lessors are paying 
‘rent’. Paying for access to and use of  a building is a totally different economic 
process from the economic process of  paying for access to and use of  a land-
owner’s land. This confusion between ‘ground-rent’ and ‘house-rent’ is easily 
understood, especially when the landlord and the building speculator are the 
same person. However, it is important to clarify that rent is appropriated for the 
use of  land while prices (for access and use of  houses and other buildings) are a 
charge against the capital that was invested to build those buildings. The price 
paid for use of  buildings is typically constituted by the interest and amortisation 
on the capital originally invested in the buildings (and not the land). 

Although rent and paying for access to buildings are two different economic 
processes, they can and do operate together. Especially in cities, where popula-
tion increases can create a high demand for commercial buildings and housing, 
the rent captured by the owner of  urban land is often complemented by the 
prevalence of  monopoly prices for the construction of  buildings. Here property 
developers use the monopoly power of  landed property together with construc-
tion capital to extract monopoly prices for buildings as well as the land on which 
they are located.25 This distinction between land rent and housing returns helps 
analyse the extent to which the supply and demand for land is the basis of  prop-
erty speculation – which it often is – and the extent to which the cost of  construc-
tion is the cause of  house price and house rent inflation. 

Other issues concerning capitalist rent

There are four outstanding issues raised in the above discussion that need to be 
clarified: how can rent be paid if  there is no surplus profit; how is the price of  
land set; under what circumstances does the landowner capture all (or only part) 
of  the available value as rent; and how does rent affect housing and homelessness 
in cities?

First, if  a capitalist based on leased land is not operating profitably, how can 
the capitalist continue to pay rent even though they are not making enough 
surplus profit to cover the cost of  the rent? This situation specifically arises for 
capitals invested on the worst land sites where, as a result, no differential rent 
is possible. In practice, there are three options. One is for the capitalist to try 
to renegotiate the lease to seek a ‘rent holiday’: this is an unlikely scenario as 
it would mean the landlord would need to forgo, or take a reduced level of, 
their own (rental) income.26 Another option, and more common, is that the 
capitalist is forced by the market to improve their productivity by investing in 
labour-saving technology, reducing the size of  their workforce, cutting costs 
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and in particular cutting wages, and so on. Over time, the capital operating on 
the worst land may improve its productivity to the point where the capitalist is 
able to capture a surplus of  surplus profit which can then be paid as differential 
rent. 

Most often, however, capitalists on the worst land, who capture no surplus 
profit, have little choice in the short term but to pay their lease obligations by 
using some or all of  their own profit (the surplus value, s, captured from their 
workers in production); by going into debt and borrowing additional capital from 
financial institutions or shareholders to pay for the rent; or by reducing the wages 
of  their workers. In all three situations, the money the capitalist pays the landlord 
is called ‘lease money’ because it is taken from the capitalist’s pool of  capital or 
wages. It is not rent, which can only arise from the intervention of  land in the 
realisation of  capital through market values or the price of  production. Marx 
notes the payment of  ‘lease money’ is a common practice in capitalist economies, 
such as in capitalist agriculture:

If  the farmer pays ‘lease money’ which constitutes a deduction from the normal 
wages of  his labourers, or from his own normal average profit, he does not pay 
rent, i.e., an independent component of  the price of  his commodities distinct 
from wages and profit. We have already indicated that this continually takes place 
in practice.27

These short-term options facing capitalists on the worst land (of  reducing their 
profits, going into debt and/or reducing the wages of  workers) are often observed 
in cities, where poorly located suburbs are also the regions with rundown build-
ings, old technologies, workers with depressed levels of  wages and firms earning 
less-than-the-industry-average level of  profit. These suburbs or regions are not 
economically sustainable in the short run. In these economically depressed sub-
urbs, typical actions that occur are: the labour force stays and continues to earn 
lower than average wages (or leaves for higher-paid jobs); capitalists continue to 
operate with no or very low rates of  profit and typically with no new investment 
in technology, lack of  building maintenance, and so on (or are bankrupted); 
the landowner evicts the capitalist and either replaces them with a profitable 
capitalist or leaves the land vacant for long periods until economic conditions 
improve; the state intervenes with infrastructure, rezoning or other strategies to 
revitalise the area; or there is gentrification as wealthy people move in, improve 
housing and attract new businesses, and displace the long-term inhabitants in 
the process.

A second outstanding issue arising from the discussion of  rent is how the 
price of  the land is set. In general, the price to buy a site of  land is the cap-
italised rent on the land28 (where the current value of  land is estimated using 
future  rental  income  over a period of  time, for example thirty years for 
 commercial land, and taking into account costs such as inflation, debt servicing, 
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rates and taxes). Clearly, the best located sites with the highest rent revenue 
will sell at a price which is higher than the price of  the less well-located (and 
 lower-rent) sites. 

However, how can the price of  the worst land be calculated given there is no 
rent? In these situations, rent is estimated by comparing the land with a similar 
parcel of  land that is paying (differential) rent. For example, the price could be 
calculated on assumptions about the likely total rent that would be paid by a sim-
ilar, profitable site over, say, thirty years, plus the addition of  an amount equiv-
alent to the expected interest rate. This assumption, that unused (or non-rent 
paying) urban land is owed a price based on a rent similar to the returns from 
comparable urban land contributes to the urban land speculation that is rife in 
cities around the world.

The third issue raised above is the basis for the magnitude of  rent a land-
owner can capture from capital, and under what conditions landowners are able 
to appropriate all (or only a part) of  the available value. Marx’s analysis of  rent 
establishes an upper limit on the magnitude of  differential and absolute rent that 
could be captured by the landowner. Within this limit, however, how much value 
is actually captured by land cannot be predicted or modelled mathematically. In 
the real world of  the real estate market, whether the landowner captures some or 
all of  the available value as rent, and how much the capitalist tenant retains for 
themselves, is subject to many factors. 

The landowner and the capitalist exist in a classic example of  a dialectical 
social (economic) relation where both are mutually dependent on the other for 
their own economic success and both have mutually opposed economic inter-
ests. Within this contradictory social relation, each struggles against the other 
to maximise their own income and minimise any losses without jeopardising the 
relation on which both depend. These struggles are structured by real-world fac-
tors such as the prevailing legal and regulatory conditions in the city or nation 
(where the legal framework or standard lease agreements and obligations may 
be balanced more in the favour of  the interests of  landed property or capital); 
economic conditions (such as the strength of  the supply and demand for the land 
and the potential for profit-making by the capitalist); political conditions (where 
government parties may be more inclined to support landowners or  capitalists); 
and individual-level factors (such as the financial resources of  the protagonists, 
negotiation skills of  the lease parties, and so on). 

These land–capital struggles take many forms. For example, there are typi-
cally strong disagreements between the landlord and their corporate tenants over 
core issues such as the length of  a lease, the right to break the lease, and who 
is responsible for repairs and insurance. Interestingly, ‘international corporate 
occupiers are significantly more concerned about the length of  lease and the inci-
dence of  break clauses than national occupiers’.29 Another indicator of  the clash 
of  economic interests between the landlord and the commercial tenant expresses 
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itself  in debates over whether to establish a gross lease (where the tenant pays a 
flat rental amount and the landlord pays all the other property expenses such as 
taxes, insurance, maintenance and repairs) or a net lease (where the tenant pays 
rent plus some or all of  the property expenses).30 Recently, a new conflict has 
arisen over whether the landlord or the commercial tenant is responsible for the 
environmental performance of  the building.31

Marx’s focus on production, rather than consumption, helps explain why he 
rarely considered the situation of  urban housing, and focused more on how land 
supports capitalist investment, production and realisation (and the related issue 
of  how landowners appropriate value as differential and absolute rent). He may 
also have wished to avoid an issue that was being analysed differently by his col-
league Engels.32 

Urban housing is an example of  production, where capitalists combine con-
stant capital (such as building materials and equipment) and variable capital 
(building workers) to produce commodities (such as houses or apartment build-
ings). Housing, for Marx, could easily fit within his analysis of  the cycle of  cap-
italist investment, production and realisation. However, Marx also recognised 
housing is a consumption good that is essential for the sustenance of  workers, 
where ordinarily the cost of  housing is factored into the calculation of  the wage 
needed for the sustenance of  workers. Marx was scathing of  the landowning 
class for claiming to be interested in the good of  society while, in reality, acting 
for their own financial benefit: 

The landlord being interested in the welfare of  society means, according to the 
principles of  political economy, that he is interested in the growth of  its popula-
tion and manufacture, in the expansion of  its needs – in short, in the increase of  
wealth; and this increase of  wealth is, as we have already seen, identical with the 
increase of  poverty and slavery. The relation between increasing house rent and 
increasing poverty is an example of  the landlord’s interest in society …33

Conclusion

This chapter has focussed on three key issues. First, it has shown how rent directly 
affects the location and type of  investment that capital makes in cities. Second, 
to do this it provided detail on how the labour theory of  value can be used to 
explain the complexities of  absolute rent and differential rent. Finally, it clarified 
that commonly used terms such as ‘monopoly rent’ or ‘house rent’ are phenom-
ena that arise from economic processes that are distinctly different from the pro-
cesses that cause absolute and differential rent, and that to assume all forms of  
rent are the same leads to confusion. 

One of  the underlying themes throughout this chapter is that the state plays 
a crucial role in determining the outcome of  the struggles between landown-
ers and capitalists who are mutually dependent but with diametrically opposed 
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interests. These struggles occur in many fields including property rights, land 
taxes, urban planning and environmental standards. How the landowning class 
influences the state is the focus of  the next chapter. 
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CHAPTER 6

The State and the Landowner Class

The hitherto existing production relations of  individuals are bound also to be 
expressed as political and legal relations.1 

Introduction

Chapters 2–5 have mentioned in passing that almost every community or soci-
ety has a fundamental and contradictory division within it between its mode of  
production (economy) and its political institutions (polity).  The polity includes, 
at a minimum: elders or law makers, a military force to protect the social body 
from external threats and a police force to enforce its laws internally, and some 
sort of  capacity to collect tribute from the community or society to resource the 
polity.  The social relation between the economy and the polity is always con-
tradictory, where the mode of  production resources the polity and the polity in 
turn perpetuates the operation of  the mode of  production and the community 
or society as a whole.

This division of  communities and societies into rulers (with the power, author-
ity and resources to rule) and those who are ruled is not natural, neutral, tech-
nocratic, apolitical or organic but perpetuates artificial divisions between people 
that have been created by individuals, businesses and governments over centu-
ries, often through violence; and great effort is applied continuously to justify, 
normalise, legitimise and, if  necessary, enforce these divisions.2

Each mode of  production has its own polities (such as councils of  elders, 
city-states, monarchies and, in the case of  capitalism, the state) which shape the 
economy in different ways depending on the underlying mode of  production. 
However, in almost all modes of  production, ‘the State is the form in which 
the individuals of  a ruling class assert their common interests, and in which the 
whole civil society of  an epoch is epitomised’.3

This chapter reports on Marx’s views on the origin, nature and role of  the 
state with an emphasis on the relations between the landowning class and the 
state where landed property influences the state politically to protect its economic 
interests and the state extracts taxes from the ownership and development of  
land. These matters are discussed primarily in The German Ideology, A Contribution 
to the Critique of  Political Economy, Grundrisse, Theories of  Surplus Value, volumes I and 
III of  Capital, and his Ethnological Notebooks. 
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Indigenous polities 

The longest-lasting polities in the world are those organised in indigenous, clan 
and other kinship communities, many of  which continue to lead their communi-
ties today. Marx wrote, with varying degrees of  detail, on tribes, clans and other 
indigenous communities in countries as different as Mexica, Peru, India, Russia 
and Scotland.4 

In indigenous communities, community governance, communally owned 
property and shared economic activity are integrated with each other and with 
the natural world. The exercise of  power and authority over others in indigenous 
communities is diffused into the hands of  many different people. Although there 
are no social divisions based on the ownership or non-ownership of  land, there 
are social divisions within the community including between elders and non- 
elders, men and women, parents and children, and so on. To varying degrees, 
and depending on the culture, customs and traditions of  the indigenous com-
munity, members participate directly or indirectly in making the decisions about 
their community governance, judicial requirements, defence and other issues 
affecting the maintenance and reproduction of  the community’s mode of  pro-
duction, customs, practices and identity. 

In the productive sphere of  the society, people have clear work roles, typ-
ically based on customary gender-based roles relating to hunting, gather-
ing, cooking, childcare and so on. Labour by all members of  the indigenous 
 community  is  obligatory and enforced through customary and personal obli-
gations and responsibilities (rather than any overseer). In communities where 
human labour is not alienated, all people contribute materially to the perpet-
uation of  themselves, their kin groups and the broader community’s material 
existence, as well as contributing through their labour to the immaterial identity, 
culture and customs of  the community. Community members reach both their 
full individual potential as ‘a natural, corporeal, sensuous, objective being’ while 
also achieving their full social potential as conscious, active members of  the com-
munity working together for ‘the common good and the common comfort of  
their species.’5 

Within this social context the formal polity of  indigenous communities com-
monly consists of  a group of  indigenous leaders (such as elders who are senior 
initiated men and women from within the community); or an individual member 
(chief) of  the community who is given a degree of  authority to make crucial 
decisions on behalf  of  the community members. Elders and chiefs typically 
lead through consensus-building (rather than though occupying an ascribed or 
enforceable ruling position). 

Indigenous elders and chiefs live as a part of, rather than ‘above’ or ‘outside’, 
their community. They are embedded in the everyday activities of  the commu-
nity including its language, culture, practices, customs and economic activities. 
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The general roles of  indigenous elders and chiefs include ensuring stewardship 
of  the earth, which is the community’s source of  production and, often, identity, 
and ensuring compliance by community members with the laws and customs 
laid down by their ancestors, culture and traditions. In addition, in indigenous 
communities that live in conflict with others, community leaders are responsible 
for organising community members into fighting groups to defend their land and 
their community. 

Marx discussed Scottish Gaels as an example of  the type of  polity that exists 
in clans and other indigenous communities.6 Members of  the clan belong to 
one and the same ‘family’ and live in the district where the clan had estab-
lished itself; the land in the district is the common property of  the clan and 
not the property of  individuals. The clan is led by a chieftain or laird, the sym-
bolic father of  the clan. Given success in war against other clans is a crucial 
requirement for the survival of  the clan, a key role of  the chieftain is to lead the 
clan members into battle. The chieftain divides and subdivides the land on the 
basis of  the military functions carried out by individual members of  the clan. 
In war-organised communities, ‘the clan is nothing but a family organised in 
a military manner, quite as little defined by laws, just as closely hemmed in by 
traditions, as any family’.7

The clan chieftain has the power to entrust, cancel or enlarge land allotments 
on the basis of  customary protocols or laws. It is also possible for those who are 
given land to redistribute individual plots of  the land to their own vassals within 
the clan, a procedure that reinforces kin obligations and authority within fam-
ilies and throughout the clan more generally. In general, every plot of  land is 
cultivated by the same family and inherited by the family from one generation to 
another. Landholding or landowning families pay a fixed but small impost to the 
clan chief  (mainly for the common defence of  the community), which is ‘more 
a tribute by which the supremacy of  the “great man” and of  his officers [is] 
acknowledged, than a rent of  land in a modern sense, or a source of  revenue’.8 
In peacetime, the chieftain is also the chief  magistrate who adjudicates disputes 
within the clan. 

Ancient polities

As discussed in Chapter 3, governance of  ancient communities takes the 
form of  a city-state (based on public property) which defends, regulates and 
taxes the surrounding hinterland of  communally owned (but privately held 
and  used) agricultural land. In the contradictory social relation between 
the  two,  the  city-state protects the hinterland and relies on it for resources, 
while the hinterland produces the resources and domestic-scale manufac-
tures needed for the sustenance of  the population plus surplus-to-sustenance 
resources which are appropriated by the city. The polity of  the city-state 
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also  provides civil law making, policing and adjudicating on behalf  of  the 
community.9 

Physically, this polity, the city-state, is a fortified city designed to house an 
army, manufacture weapons and other military resources needed to protect the 
surrounding agricultural territorium. In other words, an essential role of  the city-
state is to establish a monopoly of  violence and exercise it over a territory. This is 
fundamental role of  all polities irrespective of  their modes of  production. 

Socially, the establishment of  the city-state bifurcated ancient communities 
into the majority of  the community’s members (the peasant landowners who 
produced their own sustenance plus a surplus for the city) and the minority 
of  the community’s members (the urban residents who govern the community, 
house the military, develop urban industries such as manufacturing and trade, 
and tax the populace to collect the resources the state needs to carry out its 
functions). Despite the contradictory social relationship and clash of  material 
interests between the peasant private land users and the urban public land 
users, these conflicts were always subsumed under the overall communal imper-
atives of  supporting and defending the community and its (agricultural) eco-
nomic base. 

The archetypical city-states are those of  ancient Athens and ancient Rome. 
In ancient Rome, for example, the polity was structured by the contradictory 
social struggles between the patricians (the long-standing, wealthy, ruling-class 
families with large agricultural estates) and the plebians (the ‘free’ citizens of  
Rome – that is, the majority of  Rome’s inhabitants who were not patricians and 
not slaves). The patricians and the plebians constantly struggled against each 
other to capture and control the ager publicus, a conflict over centuries known as 
the ‘Struggle of  the Orders’ in which the plebeians sought political equality with 
the patricians. There were many ways to organise city-state: the Roman city-
state, for example, took several different forms over the nearly three centuries 
of  its existence, notably as a republic (with its annually elected magistrates and 
representative assemblies) and later as an empire (ruled with absolute powers by 
the Roman emperor). 

The polity of  the city-state has three historically unique economic charac-
teristics. First, and as mentioned above, the city-state originated with the divi-
sion of  unified community-owned land into privately used agricultural land in 
the hinterland and public land, the ager publicus, used by the city-state. The ager 
publicus is used for military purposes (such as a garrison for the army and the 
manufacture of  weapons and armour); related military services (such as diplo-
macy and espionage); economic purposes (including the regulation of  coinage, 
markets and trade) and for the purpose of  municipal governance itself  (includ-
ing a place for holding commune meetings, a judiciary, a bureaucracy to collect 
taxes, and possibly some urban planning to determine the location of  palaces, 
temples, markets and other urban infrastructure. 
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Despite the powers of  the city-state making it the political centre of  a rural 
community, in ancient communities there was the ruralisation of  the city (unlike 
the urbanisation of  the countryside which occurs in capitalism).10 The domi-
nance of  the rural over the urban in the city was reflected in the values of  the 
ancient community (where people working in agriculture were highly respected 
and admired while those working in urban occupations and trades were little 
esteemed) and in the interests of  many urban residents who were in fact private 
proprietors of, and workers on, the land that made up the agricultural hinterland. 
Politically, the members of  the polity ‘consist of  working landed proprietors, 
small-owning peasants’ and each peasant-producer ‘relates to his private prop-
erty as land and soil, but at the same time as to his being as commune member; 
and his own sustenance as such is likewise the sustenance of  the commune, and 
conversely’.11 

For the first time in human history, in city-states such as Athens in the sixth 
century bce, this combination of  the equality in status of  (property-owning male, 
non-slave, non-foreigner) citizens and their direct participation in ruling their 
community introduced rule by democracy. The peasant-producers (in the econ-
omy) were also the peasant-citizens (in the polity) who determined policies such 
as defence, taxation and the regulation of  slavery and urban industry for the 
good of  the whole community. In other words, the members of  the ruling aristoc-
racy (in control of  the city-state) were also members of  the direct producing class; 
in other words, the peasant-producer (working) class controlled both the means 
of  production and the state.12 This ‘unity between the worker and the conditions 
of  production’ and between the worker and the governing polity is one of  the 
defining features of  a communist society (discussed below). 

The ancient Greece form of  participative democracy changed over time. 
The larger landowning peasants were the only ones who had the time and the 
resources to both produce the goods needed for their own sustenance (or delegate 
the work to others) and govern the city-state. Peasants on smaller plots of  land 
were too busy or too tired from working to participate as citizen-rulers, or they 
sold their lands and hence lost their eligibility to be a member of  the polity. As a 
result, over time, communal priorities and community interests were increasingly 
determined and interpreted by the large landowners who controlled the polity 
and decided how the city-state would regulate, tax and police ‘the community’ 
for the common good. In reality, this meant that a small elite of  the better-re-
sourced, wealthier landed property owners became the patricians who ruled the 
city-state. 

The third major characteristic of  the ancient city-states was their reli-
ance on slavery. The capture of  slaves in war, or from raiding, divided the 
previously unitary community into the classes of  peasant-citizens and slaves. 
With this division of  the community, the peasant-citizens, the private holders 
of   communal property established new associations to protect their interests, 
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associations that were explicitly a ‘form of  association over [and] against their 
slaves’.13 

The ancient city-states established new laws that supported the development 
of  the institution of  slavery. Slaves were considered to be moveable property 
(such as livestock, tools and equipment, manufactured goods and currency) and 
therefore slave owners had exclusive control over the use and disposal of  their 
slaves.14 The assumption that economic control required ownership of  labour 
(such as slaves) would continue until the development of  capitalism when capi-
talists realised they did not need to own workers but merely to buy their labour 
power: a capitalist ‘does not appropriate the worker, but his labour – not directly, 
but mediated through exchange’.15

City-states also established laws on the master–slave relationship. Slaves, 
although a form of  moveable property, were also human beings and clearly not 
equivalent to other forms of  moveable property (such as livestock). The city-
states developed an approach to master–slave laws that ‘corresponds perfectly 
to the definition of  modern economists who call it the power of  disposing of  
the labour-power of  others’.16 The growth of  slave labour (and the subsequent 
decline in peasant-based labour) led polities to establish and enforce new rights 
and obligations for slave owners (such as their rights to set hours of  work, provide 
food and shelter, and release slaves consistent with the laws of  manumission) and 
slaves (including the rights of  slaves to own their own property, the rights of  the 
children of  slaves, and the rights of  slaves to seek protection from cruel treat-
ment). This new social relation of  property, between the slave owner and slaves, 
was a precursor of  what would, over time, evolve into the industrial relations laws 
that defined the rights of  feudal and capitalist property owners to control and 
dispose of  the use of  labour in the workplace.

Asiatic polities

In Asiatic communities, the commune is represented by a single individual, the 
emperor (or some other form of  political ruler). The emperor is a unity of  roles 
needed for the defence of  the community, the reproduction of  the community’s 
mode of  production and the community’s identity. The emperor rules the com-
munity through being simultaneously its political sovereign, its landlord holding 
all the community’s land on behalf  of  the community, and its divine represent-
ative of  heaven on earth. This form of  government is ‘despotic’ in the sense 
that there is a single ruler who has absolute power and rules through consent, 
religious mandate17 and/or force.

In the Asiatic state, all land is community property, owned by the monarch 
(on behalf  of  the community) and used privately by the direct producers (the 
peasants and villagers). The peasants and villagers are hereditary possessors and 
users of  the emperor’s state-owned land.18 The peasants who produce on the 
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land, and the villagers who use natural resources from the peasants to manufac-
ture goods for domestic use or trade, are all required to pay rent to the emperor, 
‘the real landlord’.19 However, the landlord who is also the community’s polit-
ical sovereign is also often the community’s religious leader (e.g. in China the 
emperor is the ‘Son of  Heaven’). As a result of  this unity of  roles, peasants and 
villages are required to make three different forms of  payment to the emperor 
(as head of  the Asiatic state): land-based rent, political tribute, and religious 
offerings. 

In the Asiatic state, villages have a large degree of  local decision-making 
autonomy within the broader governance policies and priorities established by 
the monarch. Each village-based community manages its own local economic, 
political and communal priorities through village-level forms of  governance. 
However, it is also well understood that the peasants and the villagers must always 
produce a surplus which is paid to the emperor, ‘the comprehensive unity stand-
ing above all these little communities [who] appears as the higher proprietor or 
as the sole proprietor’.20 

The Asiatic polity has many of  the roles of  other polities (such as the ancient 
city-states or the capitalist state). It must defend the territory from outsiders, sup-
port the reproduction of  the mode of  production, maintain the stability of  the 
political status quo, and use education and religion to perpetuate the community’s 
culture and identity. One unique feature of  the Asiatic polity is that the emperor 
is the centralised provider and regulator of  communal economic infrastructure 
(such as roads, waterways, dams and defence). In India, for example, ‘One of  the 
material bases of  the power of  the state over the small disconnected producing 
organisms [the villages] in India, was the regulation of  the water supply.’21 The 
Asiatic state often plans and delivers major works of  economic infrastructure that 
cover large areas of  its territory and which could not be afforded by individual, 
local villages. Given its power and authority, the Asiatic state often organises the 
local peasants and villagers to provide the labour and materials needed to build 
the infrastructure. 

The Asiatic polity establishes, and relies on, two types of  cities. Asiatic rulers 
typically live in imperial cities (such as the Japanese emperors’ Imperial Palace in 
Kyoto, China’s Forbidden City in Beijing, the Vietnamese imperial city of  Huê, 
and in India, the capital of  the Mughal Empire was Agra). The imperial cities 
are typically built to be separate from the lives of  the local peasants and villagers, 
and are centres of  wealth, learning, arts, commerce and religion, as well as the 
centre of  the bureaucracy needed to govern, defend and tax the empire. 

The Asiatic state also establishes regional or provincial cities that are essential 
for the operation of  the state and the associated Asiatic mode of  production. 
Provincial cities are established around the empire as urban centres for: regional 
garrisons against foreign invasions; public sector administration (such as tax col-
lection, regional courts and regional infrastructure); communications and postal 
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services; regional warehousing (to store goods produced by villagers for the state) 
and transport (to carry regional goods to the monarch); external trade (including 
the collection of  duties and other charges from foreigners wishing to trade in 
the empire); and religion (where temples and other religious centres promote a 
worldview that has the emperor at the peak of  the religious hierarchy).22

There was always internal pressure on the emperor to expand the territory of  
the empire as a way to keep the state’s treasury flush with funds needed to main-
tain the community, strengthen the state and provide for the emperor’s wealth. 
In addition, the Asiatic state often met its fiscal demands by extracting ever-
larger surpluses from the peasants and villagers, a policy that led to impoverish-
ment of  the peasants and their villages and occasional peasant uprisings such as 
the Yellow Turban Rebellion in 184 ce when peasants rebelled against Emperor 
Ling because of  an agrarian crisis (causing famine), labour exploitation by large 
landowners, high taxes and corruption, an uprising that hastened the collapse of  
the Han dynasty in 220 ce.23

The Asiatic polity was relatively stable over long periods of  time. Although 
there were military struggles between different empires, power struggles within 
dynasties, new forms of  warfare, new technologies and population change, the 
underlying Asiatic mode of  production (based on village-level agriculture and 
manufacturing and the payment of  a surplus to the ruler) was rarely disrupted. 

Feudal polities

Marx argued the origins of  feudal polities occurred when the members of  geo-
graphically scattered, self- reliant family and larger societal groups would come 
together and participate in meetings. That is, the polity existed in the form of  ‘the 
periodic gathering-together [Vereinigung] of  the commune members’.24 Society 
members met for many functional reasons (such as to pledge allegiance to each 
other and make decisions on communal matters such as law and justice, war and 
religion).25 Unlike ancient polities based on city-states and Asiatic polities made 
up of  an absolute monarch and state officials, the origins of  feudal polities lay in 
the self-aware, self-conscious and deliberative assemblies of  societal members. 

Over centuries, often due to wars and invasions, many small social groupings, 
villages and towns coalesced in larger associations and hierarchical kingdoms 
where the ruling monarch relied on the support of  the independent leaders of  
these regional and local affiliations. The development of  the feudal mode of  pro-
duction reinforced the hierarchical structure of  power and authority throughout 
society: ‘Hierarchy is the ideal form of  feudalism; feudalism is a political form 
of  the medieval relations of  production and intercourse [economic social rela-
tions].’26 

The feudal polity was based on the two main social relations of  production: 
vassalage and manorialism (discussed in Chapter 4) where a relatively weak 
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monarch distributed land estates and political jurisdiction over the estates to 
nobles (in return for their fealty and military support), and the nobles in turn pro-
vided land to serfs for their livelihoods (in return for the payment of  rent). That 
is, the feudal polity consisted of  a hierarchy made up of  multiple layers of  inter-
dependent economic and political jurisdictions. In Europe, these political eco-
nomic hierarchies of  feudalism were reinforced by the church hierarchy where 
the powerful medieval church promoted the view that the monarchy represented 
God-on-earth (and, in return, the monarch protected the church and supported 
its collection of  tithes).

In this devolved system of  feudal governance, a monarch would delegate land 
and jurisdictional powers to vassals who, as landlords of  the estate, ruled over 
the lord’s demesne (and associated manor house) and the large expanse of  agri-
cultural, grazing, mining and other lands leased to tenants. The vassal/ manorial 
landlord had legal jurisdiction over the use of  the land including the wages and 
working conditions of  the serfs and other direct producers; adjudicated over 
crimes committed against the land and its fixtures (such as trespass or theft); and 
had legal obligations to care for the servants employed in the manor house. The 
manor lord, in short, was landlord, employer, police officer, judge, tax collector 
and magistrate over most political, economic and customary matters occurring 
on their land. 

The feudal state required constant negotiation between people with economic 
and political power. Allocations of  land and their associated delegation of  legal 
jurisdiction could be revoked. Richer, more powerful nobles would make demands 
of  their monarch which monarchs would resist or comply with, depending on their 
authority, the extent of  their support from other nobles and the size of  their treasury. 
The scope of  delegations between the monarch and the vassals could be unclear or 
ambiguous which could lead to conflict over the use and application of  land and 
other rights. Uncoordinated imposition of  taxation and rent could be onerous. The 
continuity of  many feudal states was often interrupted by shifting alliances, wars 
of  succession, revolutions, the overthrow of  monarchs and peasant uprisings over 
onerous tax payments, oppressive conditions of  serfdom and corruption. 

On the other hand, some feudal states, such as the Ancien Régime in France, 
developed a polity that was centralised, strong, wealthy and structured on the 
basis of  institutional systems (rather than personal patronage). It was one of  the 
richest and most powerful empires of  Europe. However, it also became immensely 
unpopular among peasants and, to a lesser extent, the emerging urban owners of  
capital (the bourgeoisie) who were required to pay high levels of  taxation to sup-
port the absolute state and its wealthy aristocrats and their sumptuous lifestyles. 
It was not until the first French Revolution of  1789 that this feudal state began 
to be dismantled and replaced by a new, nation-based state; a process which 
required ‘breaking all separate local, territorial, urban, and provincial powers 
in order to create the civil unity of  the nation’ while simultaneously promoting 
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‘free competition and the beginning of  big industry in the towns’ overseen by a 
centralised but economically limited state.27

In defence of  their property rights and livelihoods, the urban property- 
owning burghers (which included artisans, merchants, manufacturers, traders 
and  usurers) took collective action to establish their cities as independent, self- 
governing municipalities. The burghers, despite the diversity of  their industrial 
backgrounds, typically had a common urban, religious, commercial or industrial 
background which contributed to these city residents having a sense of  common 
purpose and an inclination to collective action.28 They objected to taxation and 
other imposts that benefited the royalty with few benefits returning to the cities 
and their citizens. The burghers, as employers, also had a common industrial 
cause against the town’s laborers and other members of  the urban workforce, 
especially with regards to limiting wage rises, setting workplace standards and 
conditions and blocking collective action against them by labour. Through their 
newly formed guilds and their influence over the municipality, the burghers 
worked together to protect their own private property rights and economic inter-
ests, defend themselves against both the feudal landed nobility29 and exercise 
control over the town’s labour force. As such, the burghers were the nascent 
capitalist class.30 

City government was an essential component of  the devolved and dispersed 
power in the feudal polity. In the late eleventh and the twelfth centuries, across 
Europe, thousands of  new self-governing cities and towns came into existence.31 
The formation of  these cities was hastened when citizens in urban centres united 
against political pressure from local landed nobles/manor lords who wished to 
control, tax or in other ways interfere in the rule of  city. In the face of  these 
attacks, feudal towns were true ‘associations’ which were ‘called forth by the 
direct need, the care of  providing for the protection of  property, and of  multiply-
ing the means of  production and defence of  the separate members’.32 

These cities had independent and self-governing autonomy, including legis-
lative, judicial, taxing, regulatory and, in some instances, military capabilities. 
To achieve this, a new social (political) relation was established between the city 
government and the ruling monarch (or other noble or religious supporters) 
where the monarch delegated self-government to the city in return for fealty and 
the payment of  taxes. With this high-level patronage, city governments could 
defend themselves from falling under the jurisdiction of  less favourable mano-
rial rule.33 

On the other hand, the vast majority of  urban residents were wage labour-
ers, free peasants, property-less serfs, ex-slaves, ex-soldiers, domestic servants and 
apprentices or journeymen (who were skilled but, under the control of  the master 
craftsmen and the guilds, could own no property and not employ staff). Other 
urban residents included foreigners who lived in cities as merchants and traders 
with other cities, and members of  religious orders. These people, as property 
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non-holders and non-citizens, were banned from voting for, or being representa-
tives on, municipal councils. 

The significance of  cities in the feudal polity is twofold. Feudal cities provided 
city inhabitants with a degree of  control over their economy and their lives that 
was not possible for serfs living under the jurisdiction of  their feudal landlords. 
Some of  these independent cities became the most powerful, largest and richest 
cities in Europe, and cities such as Florence, Venice and Rome in Italy, Bruges 
in Belgium and Toledo in Spain were the birthplace of  the political, scientific, 
industrial, trade, cultural and artistic innovations that made up the 300-year-
long European Renaissance. The second significance of  feudal cities is that they 
established many of  the political, legal and institutional arrangements that, over 
centuries, would be restructured into the capitalist state. 

The capitalist state 

In the development of  the capitalist mode of  production in Europe, the inte-
grated, self-supporting and mutually dependent social (political) relations of  
vassalage and the social (economic) relations of  manorialism that made up the 
feudal mode of  production were divided into two separate spheres: one sphere 
based on privatised power over property, called ‘the economy’ (which Marx called 
‘civil society’);34 and the other sphere of  societal activity based on public power, 
‘the state’. Marx wasn’t the first to recognise that capitalism created this unique 
division of  society into two mutually interdependent social spheres with contra-
dictory interests: he acknowledged that ‘Hegel’s keenest insight lies in his sensing 
the separation of  civil [economic] and political society to be a contradiction’.35 

The separation of  the complex, integrated and hierarchical webs of  
devolved power and authority and economic obligations and privileges that 
made up the feudal polity, and its replacement with a public-property polity 
and a  private-property economy, took centuries. The owners of  private property 
worked together to undermine the feudal legislation, institutions, regulations, 
infrastructure and forms of  taxation that had been developed to support mon-
archies, estates, manors and local government and those who worked for them. 

For example, feudal obligations of  property owners based on laws that required 
them ‘to provide work for those who do not own property or to pay them a wage 
which is at all times adequate, etc.’36 were abolished, and these societal obliga-
tions to pay workers an ‘adequate’ wage and to employ the unemployed either 
ended or were transferred to the state. The owners of  private property worked 
together to replace the feudal political economy and its social obligations with 
new institutional arrangements where ‘[e]veryone is free to exchange his posses-
sions as he chooses, without any other consideration than his own interest as an 
individual’ and where property owners are given ‘the right to use and abuse the 
materials of  all labour i.e., to do as they wish with them’.37 In other words:
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Through the emancipation of  private property from the community, the State has 
become a separate entity, beside and outside civil society; but it is nothing more 
than the form of  organisation which the bourgeois necessarily adopt both for 
internal and external purposes, for the mutual guarantee of  their property and 
interests.38 

This process of  transforming the feudal polity into a capitalist state that sup-
ported capitalist accumulation took place in different ways in different coun-
tries depending on their historical context – a process that often occurred only 
through bloody struggle. In France, for example, the first French Revolution had 
the effect of  ‘breaking all separate local, territorial, urban, and provincial powers 
in order to create the civil unity of  the nation’, while at the same time promoting 
‘free competition and the beginning of  big industry in the towns’ and developing 
a centralised but also economically limited state. 

These changes were not inevitable. The form of  each national state 
 developed out of  decades of  struggles between those supporting the creation 
of  a capitalist state and supporters of  the old feudal system who wanted a 
return to an economy and society based on the wealth and obligations of  large 
landowners; burghers threatened by the power of  national capital and want-
ing to keep political control by municipal governments; and workers’ organi-
sations which wanted to democratise the state and increase democratic control 
over private property and strengthen the capacity of  the state to intervene in 
the exploitative, unstable, inequitable and anti-democratic social relations of  
 capitalism. 

In the case of  the Paris Commune (1870–1), the working-class commu-
nards found themselves facing a state which had both remnant characteristics 
of  the feudal state and nascent characteristics of  the capitalist state. Almost 
a hundred years after the first French Revolution, some parts of  the central-
ised power of  the French state were still organised along feudal lines: the 
standing army, police, bureaucracy, clergy, judicature and other government 
depart ments  were still ‘clogged by all manner of  medieval rubbish, seigno-
rial rights,  local privileges, municipal and guild monopolies, and provincial 
 constitutions’.39   

‘Only under the second Bonaparte does the state seem to have made itself  
completely independent … vis-à-vis civil society.’40 When this occurred: 

the government, placed under parliamentary control – that is, under the direct 
control of  the propertied classes – became not only a hotbed of  huge national 
debts and crushing taxes; with its irresistible allurements of  place, pelf, and 
patronage, it became not only the bone of  contention between the rival factions 
and adventurers of  the ruling classes; but its political character changed simulta-
neously with the economic changes of  society … state power assumed more and 
more the character of  the national power of  capital over labour, of  a public force 
organized for social enslavement, of  an engine of  class despotism.41 
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On the other hand, and unlike the experiences of  Europe and Asia, the capitalist 
state in the United States developed differently. It did not develop through the 
breakdown of  long-standing feudal polities and feudal obligations in Europe, 
or the overthrow of  despotic polities in Asia. Instead, the capitalist state in the 
United States was formed by property owners including slave owners who estab-
lished the various state governments and the national government in ways that 
made the US state, from its beginning, subordinate to the interests of  capital.42 
This is why, Marx says ‘The most perfect example of  the modern State is North 
America … the State exists only for the sake of  private property.’43 

Every nation that has developed on the foundations of  the capitalist mode 
of  production has developed capitalist states in historically particular ways. 
However, there are a number of  features that are common to all these states. 
Every capitalist state continues to deliver the three traditional imperatives that 
apply to all polities: to defend the society, the national territory and the state from 
attack; to support the mode of  production so that the society and its people have 
the material goods and services needed for their sustenance and the reproduction 
of  the society over time; and to ensure the state has the legitimacy and material 
resources needed to carry out its first two roles. 

More specifically, the capitalist state has a limited role in the operation of  the 
capitalist economy ‘Because the bourgeois do not allow the state to interfere in their 
private interests and give it only as much power as is necessary for their own safety 
and the maintenance of  competition and because the bourgeois in general act as 
citizens only to the extent that their private interests demand it.’44 Capitalist states 
are structured to support the capitalist mode of  production (within the limits of  the 
state’s dependence on the capitalist economy for resources and for its legitimacy). 
The state’s legislation (including property, industrial relations, and trade laws and 
regulations), infrastructure (including the provision of  ports, roads, railways, elec-
tricity and telecommunications) and taxation arrangements are structured in ways 
to make profit the principal basis of  the economy, to allow capitalists (rather than 
landowners, employees or the state) to appropriate the whole surplus labour and 
surplus product (wealth) produced by the direct producers on condition that the 
capitalists provide a small portion of  their surplus to landowners (as rent) and the 
state (as taxes).45 Third, the capitalist state must carry out its roles within the limits 
set by its contradictory social relations with the economy, where the state protects 
and supports the capitalist economy in return for taxing capital and labour so it has 
resources to carry out its functions and to maintain its own legitimacy. 

The fiscal, bureaucratic, regulatory, taxation and other forms of  the capi-
talist state are never static: they change continuously in response to struggles 
within and between capital, labour, the landed property class, other interest 
groups and through struggles within the state over the role of  the state itself. At 
first, the capitalist state had a mutual but contradictory dependence on national 
capital for its resources, taxes and legitimacy. In the late twentieth century, with 
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the development of  global capitalism, states increasingly restructured national 
laws (applying to, for example, trade, finance copyright and intellectual prop-
erty law) to support the international production, circulation and realisation of  
capital. National governments established international forms of  the capital-
ist state (such as the World Bank, International Monetary Fund and Bank for 
International Settlements) which generally support multinational private prop-
erty and promote international institutions of  market competition, free trade 
and globalised systems of  finance while simultaneously protecting capital (by 
minimising international tax obligations and maximising the protection of  cap-
ital against reparations to individuals, communities and the environment for the 
pollution, ecological destruction, unemployment, inequality, poverty and other 
societal damage caused by the production and circulation of  capital). 

In summary, and unlike ancient, Asiatic and feudal polities, the capitalist 
mode of  production divides societies into two mutually dependent but contra-
dictory spheres, one based on private power (extensive ‘economic’ control by 
capital over labour and the means of  production) and the other based on public 
power (limited ‘political’ control by the state over the economy). This situation is 
not inevitable or permanent. As will be discussed in Chapter 7, one of  the most 
important strategies to take to transform capitalism is to democratise both the 
private power of  property and the public power of  the state that supports it.46 

Communist polity

Marx wrote relatively few comments about the organisation and practice of  
communist societies.  His early writings tended to be broad statements of  princi-
ple, and his later writings tended to be more specific.  Land, and how the social 
relations of  landed property would need to change, are continually mentioned in 
his discussions of  communism.  In communism, a democratic polity would play 
an essential role. It would take collective ownership and control of  the means 
of  produc tion (including land). The state, under the direction of  citizens, would 
plan and assist all citizens to provide the labour needed to produce their own 
necessary goods and services and to support the reproduction of  the society as a 
whole.  After providing this necessary and surplus labour, all people would then 
have the time they need for their own personal, professional and other develop-
ment as human beings: this is ‘the true realm of  freedom’.47 

In a communist society, the communist state would not ‘wither away’48 but 
be made subordinate to the ‘real community’.49 With the state and the economy 
organised and governed to resource human freedom and promote the common 
good (rather than private profit), ‘all the springs of  co-operative wealth flow more 
abundantly’ and the classic goal associated with communism would be achieved: 
society and production will be organised on the basis of  ‘From each according to 
his ability, to each according to his needs!’50 
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Marx emphasised there was no single path to a communist society.  Each 
country would need to develop its own unique historically contingent revolu-
tionary course of  action. While political and economic change at the local or 
national level could produce partial victories, in the same way capitalism has 
become global, so too would communism be based on ‘the union and agreement 
of  the democratic parties of  all countries’.51 

In his early Philosophic Manuscripts, Marx proposed that communist societies 
would develop through a three-stage process. In the first stage of  communism, 
‘crude’ communism would replace the capitalist state (or other polity) with a revo-
lutionary dictatorship of  the proletariat. This communist polity would annul pri-
vate property; that is, own all land and the other means of  production.52 Indeed, 
the first ‘generally applicable’ policy of  communism is ‘Abolition of  property in 
land and application of  all rents of  land to public purposes’.53 In addition to the 
socialisation of  land, ‘The proletariat will use its political supremacy to wrest, by 
degree, all capital from the bourgeoisie, to centralise all instruments of  produc-
tion in the hands of  the State, i.e., of  the proletariat organised as the ruling class; 
and to increase the total productive forces as rapidly as possible.’54 There would 
be an equality of  wages for all workers which would be paid out by the state’s 
(communal) capital. 

These first-stage developments to establish a ‘crude’ communist society would 
be, as has always occurred throughout history, resisted by the bourgeoisie who 
would lose the benefits they had been accruing from their private control over 
the means of  production. Another essential role of  the working-class-controlled 
communist polity, therefore, would be to establish a proletarian army to support 
the state and the working class from internal or external attack.55

The second, more advanced form of  communist polity would use the Paris 
Commune as a model. Here the centralised polity of  ‘crude’ communism, the 
revolutionary dictatorship of  the proletariat, would be replaced with organisa-
tions of  workers and the community with direct, democratic control over both 
the state itself  and the means of  production owned by the state.56 This would 
occur in two ways. First, all the means of  production would be concentrated in 
the hands of  a vast association of  the direct producers of  the nation. For exam-
ple, multiple cooperative societies owning and managing their own land, tools, 
equipment, machinery and other means of  production would work together with 
other collective, syndicalist and cooperative firms to regulate national production 
using a national economic and political plan. 

In effect, the state’s ‘crude’ economic role of  owning, planning, managing 
and paying for all economic activity would be replaced by large cooperatives or 
collectives of  free and associated labourers who would decide how the means of  
production (land and capital) would be used to produce the sustenance needed by 
all and for the common good.57 The administrators or managers needed in such 
an associated polity would be ‘chosen by universal suffrage … [and be] revocable 
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at short term’. In addition, those carrying out these planning and managing roles 
would be paid a wage at the same rate as all other workers.58 These organisations 
would ensure democratic participation by the working class in all aspects of  the 
planning, management and operation of  the economy.

With the means of  production owned and democratically managed by the 
direct producers (and not by a party leadership that represents and acts on behalf  
of  the working class), the old capitalist divisions of  society (such as the division 
between the polity and the economy) would be overcome. Democratic control 
over the means of  production would supersede the capitalist mode of  produc-
tion (and its associated conditions of  exploitation and oppression), ensure every 
able-bodied individual worked for a living (instead of  letting a minority live off 
their appropriation of  rent or profit), provide the sustenance needed for people to 
live and do so in ways that were consistent with human self- emancipation.

In the third stage of  the development of  communist societies, with the total 
replacement of  exploitative and alienating private property and its related polit-
ical and economic institutions, people would have developed a society where 
people would be free, without unmet needs and one which would bring about 
‘the genuine resolution of  the conflict between man and nature, and between 
man and man’.59

Conclusion

The last four chapters have summarised Marx’s writings about landed property, 
rent and the landed property class with a focus on these phenomena in cities. The 
historical approach has shown how different modes of  production (the indige-
nous, ancient, Asiatic, feudal, capitalist and communist modes of  production) 
have made land, rent and class take different forms and have established cities 
with different functions, resources and forms of  governance. 

Marx’s approach, while based on the study of  historical communities and 
societies, is directly relevant to contemporary urban land policy strategies includ-
ing land taxes, land nationalisation, indigenous land rights and the creation of  
land trusts (to be discussed in the next chapter).
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CHAPTER 7

Implications for Urban Land Strategies

The distinguishing feature of  Communism is not the abolition of  property gener-
ally, but the abolition of  bourgeois property.1 

Introduction

The urban problems occurring around the world are serious, affect millions 
of  people, and without intervention, will worsen. They include unaffordable 
house prices, homelessness, the distribution of  employment and unemployment 
in cities, failing urban infrastructure, the financialisation of  land assets, and the 
capacity of  governments to provide city planning, urban transport and other 
infrastructure and social services. In the Global South, cities also face pressures 
arising from the colonialisation of  land, the privatisation of  customary land 
(‘land grabbing’), inadequate housing, urban congestion and pollution, and cor-
ruption. 

Critically informed urban policies can play a key role in addressing these 
problems. Successful policies need to tackle the underlying, structural causes of  
urban development rather than providing temporary solutions, or, worse, pro-
viding free-market-based ‘solutions’ that exacerbate exploitation, increase ine-
qualities and reduce democratic control over our lives. Marx’s urban political 
economy, with its critique of  urban development processes, provides a theoret-
ical framework that can be used to develop urban policies with the goals of  
economic development, social justice, environmental sustainability and political 
integrity.

Typically, urban policies are complex documents that consider multiple topics 
(such as the planning, designing, and financing of  cities) and multiple stakehold-
ers who affect urban development. In general, these policies focus on decen-
tralisation, entrepreneurialism, and democratisation. Urban governance itself  
involves a wide range of  actors, from the provincial to the global, public, private, 
and civil society. The ‘New Urban Agenda’2 developed by the United Nations 
Human Settlements Programme (UN-HABITAT), for example, provides general 
principles about the content of  urban development (such as urban population, 
immigration and refugees; sustainable urban development; urban planning and 
infrastructure provision for water, electricity, roads and so on; affordable hous-
ing; urban safety and security, especially for women; and the impact of  cities 
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on climate change) and the process of  urban development (such as the need for 
consultation, transparency and sound financial systems). 

This chapter, however, focuses on one element of  urban policies: urban land, 
including landownership, land use management and land taxation. This focus 
on land is deliberately singular because so many other urban strategies – such as 
urban investment, employment, affordable housing, infrastructure and service 
delivery – are directly enabled or limited by the form of  landownership and the 
issues of  rent that exists in cities, as shown in the previous chapters. 

Specifically, this chapter proposes four urban land strategies: leave land in pri-
vate ownership but tax land value (a land value tax); nationalise land and put land 
use under the control of  the state (land nationalisation); strengthen and expand 
customary land title; and establish community ownership and control of  land (com-
munity land trusts). These four proposals are discussed in the next four sections.

Land value tax 

One urban land strategy is to introduce a tax on the value of  land. A tax on the 
value of  land has been promoted since the earliest days of  political economic 
thought. Adam Smith and David Ricardo advocated such a tax, but it is most 
commonly associated with Henry George.3 George proposed that exclusive pri-
vate ownership of  land created unwarranted special privileges and, rather than 
removing these private privileges by nationalising land, another option was for 
the state to capture any increases in land value by ‘taking, in the form of  a tax, as 
nearly as may be, the equivalent of  that value which attaches to land by reason 
of  the growth and advance of  society.’4 

Marx and Engels, on the other hand, had called for the overthrow of  private 
property in land and the privatisation of  rent in The Communist Manifesto: specif-
ically, the ‘Abolition of  property in land and application of  all rents of  land to 
public purposes’. Marx was critical of  George’s view, which he summarised as: 
‘everything would be all right if  ground rent were paid to the state’ because it did 
not call for the replacement of  private property and also left ‘wage labour and 
therefore capitalist production in existence’.5

More recently, scholars such as Stiglitz have put similar arguments that ine-
qualities in capitalism can be compensated for by increasing taxes: for example, 
he suggests that ‘A tax on the return to land, and even more so, on the capital 
gains from land, would reduce inequality and, by encouraging more investment 
into real capital, actually enhance growth.’6 The practicalities of  a land tax have 
been analysed in more detail since George’s time. In Singapore, for example, 
where all land is state-owned but buildings on land can be privately owned, Haila 
researched Singapore’s ‘Georgian land rent tax, aimed at capturing unearned 
increment’ arising from increases in land value that result from planning, zoning 
or development changes.7 Ho subsequently clarified that Singapore differs from 
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the Georgist model in that land is not privately owned but the property of  the 
state.8 Nevertheless, the Singapore ‘development charge’ is a flexible policy 
instrument that can be adapted to real estate cycles: for example, in the 1985 
recession, the development charge was lowered from 70 per cent (of  the appreci-
ation in land value) to 50 per cent, but then returned to 70 per cent in 2007 when 
there was a buoyant real estate market. 

Types of  land value tax

A land value tax is one that taxes increases in land values. Land value taxes have 
been used throughout history and on all continents of  the world.9 Taxes on solely 
the value of  land are rare, as most governments typically tax the value of  land and 
buildings or, rarely, increases in the value of  buildings (but not land). Currently, 
around thirty countries use some sort of land value tax.10 In the Global North, 
for example in Europe, revenue raised exclusively from land taxes is highest in 
Denmark, Slovenia and Estonia with around 1 per cent of  GDP and 2.5 per cent 
of  total tax revenues. Some subnational jurisdictions in Australia, New Zealand 
and the UK also have land tax regimes.11 Land taxes also operate in Singapore 
(as discussed above). 

In the Global South, land value taxes have proliferated in nations where a system 
of  registration of  title or deeds was already in place (such as Fiji, Kenya and South 
Africa), and where there are no major issues arising from tenure insecurity and 
boundary disputes. Land and property taxes are often important sources of  local 
revenue, and thus have historically been locally governed (with a few exceptions 
like Ethiopia, Jamaica and Chile, where national governments regulate and admin-
ister the tax). Recently, in Africa, Lagos combined three different rates on land 
and property into one land value tax, while countries such as Rwanda, Malawi, 
Zambia and Botswana have instituted separate taxes on the value of  land and the 
value of  the buildings on the land.12 Recent quantitative simulations of land value 
tax reforms for Rwanda, Peru, Nicaragua and Indonesia found land taxes provide 
a substantial untapped potential for tax revenues at minimal deadweight losses; 
that tax schemes can be designed which avoid adverse effects on the poor; and 
that, with technological advances, administrative costs of  land taxes have reduced 
substantially and are outweighed by the tax  revenues that can be collected.13

Implementation

The implementation of  a successful land value tax regime relies on the existence 
of  several important administrative systems. These are often specified in the rel-
evant land tax legislation and the legislation and policies of  associated public 
administration bodies (such as anti-corruption bodies). There are four systems 
that are particularly important.

The first is a land value registration system. An urban land valuation and regis-
tration system is a basis for a land value tax regime.14 Professional bodies (such as the 
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International Federation of  Surveyors (FIG), a United Nations and World Bank–
recognised non-governmental organisation of  national associations of  surveyors 
and associated professionals) are able to provide advice on a best-design-for-use 
system. This system will include legislation, regulations, the development of  trained 
professionals to register land, and the establishment of  administrative arrangements 
such as record keeping, use of  technology and financial arrangements. 

Second is a land value tax system. A land value tax system consists of  leg-
islation, regulations, the development of  trained professionals to establish and 
record land values and establish and operate administrative arrangements such 
as recordkeeping, use of  technology and financial arrangements. If  there are 
exceptions for some landowners (such as urban homeowners or tenants), then 
these criteria need to be specified in the legislation. An appropriate rate of  tax 
will also need to be set. There will also need to be communication strategies for 
potential taxpayers (so they are aware of  their tax payment obligations) and for 
the public (so they are aware of  how they will benefit from the new tax system). 

Third is a transparent use of  land taxes. The lack of  government account-
ability is one of  the key issues undermining the Lagos State Land Use Charge 
Law 2018.15 The government (national, provincial or local, as appropriate) must 
use the new tax revenue in a transparent, accountable and productive manner 
to deliver economic and social infrastructure and other public interest benefits 
to the people. This will both increase acceptance of  the tax by the public and 
support taxpayer compliance. 

Fourth is a powerful, independent anti-corruption authority. Given the sig-
nificance of  this institution for all land regimes, it is discussed separately below.

Assessment of  land value taxation

Land value taxes are simpler and fairer than many other forms of  taxation. Land 
value taxes are a progressive tax in the sense that the tax is imposed only on land 
title holders and in proportion to the value of  the land. The tax falls mostly on 
those who own large amounts of  expensive urban land; that is, people who are 
highly correlated with having high levels of  wealth and income. If  land values 
increase due to demand for land arising from population growth, the addition 
of  urban infrastructure or other reasons, then the increase in the land value is 
captured by the state rather than the private landowner. 

Land taxes are economically efficient because they capture the externalities 
that arise from government investment in urban infrastructure. John Pullen, 
for example, has noted that urban development, funded by governments, often 
delivers benefits to developers and landowners in the form of  increased land 
values.16 Direct attempts by governments to recoup some of  these benefits have 
rarely been successful, whereas a practical alternative would be to introduce a 
land value tax. In addition, land value taxes could help reduce land speculation 
(where speculators withhold land from productive activity in the expectation of  
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an increase in land value) by creating incentives for landowners to use their land 
for productive investement and job creation.

Land value tax is an administratively efficient tax. Land or property taxes 
require a system of  land registration, or cadastre, which includes fiscal, social, 
economic, legal and environmental information on land and its owner. The fact 
that a large number of  low-income countries have some form of  property taxes 
suggests that the costs for establishing basic cadastral requirements for land taxa-
tion are not prohibitive. Once this system is in place, it is difficult for landowners 
to hide, avoid or shift their land tax liabilities. Administrative savings are also 
made if  multiple land taxes, property taxes and real estate transfer taxes (such as 
stamp duty) are combined into a single land tax. In addition, such a tax system 
is more likely to be supported by taxpayers because it is simple, transparent and 
predictable.

Land value taxes are also politically feasible. Often, the introduction of  land 
taxes is challenged by a well-organised, vocal but small number of  large landown-
ers and property developers in the landed property class. However, by making 
the benefits clear to the rest of  the population, the majority of  the population 
will support the reforms. For example, the International Growth Centre, asso-
ciated with the London School of  Economics and University of  Oxford, found 
that Lagos successfully introduced land tax reforms by directly linking the tax to 
new expenditures in visible, costly and popular infrastructure projects (such as 
hospitals and road improvements). As a result of  the introduction of  a land tax, 
annual capital spending in Lagos grew from $600 million in 2006 to $1.7 billion 
in 2011 (in inflation-adjusted 2012 figures).17 A similar situation has occurred in 
Singapore where much of  the infrastructure central to Singapore’s economic and 
political success has been funded through land value capture.18

For all these reasons, land value taxes can be a useful reform if  it is decided 
to leave urban land in private ownership. However, as shown in the case of  the 
global financial crisis (Chapter 4), the price of  urban land for housing in capi-
talist economies can be strongly distorted by the finance sector, insurance com-
panies and the real estate industry to suit their financial interests. Legislative 
and other changes would also be needed to ensure the finance, insurance and 
real estate industries did not undermine the effectiveness and simplicity of  the 
tax. Finally, as Marx noted, this is always a transitional policy because it will not 
fundamentally change the prevailing mode of  production that heavily influences 
how urban land is used, where and to whose benefit. 

Nationalisation of urban land 

A second urban land strategy open to governments to ensure economically effi-
cient, socially just and environmentally sustainable use of  a nation’s land is to 
nationalise urban land. 
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Nationalisation occurs when economic assets, previously held in private or 
municipal ownership, are transferred into public ownership by the national or 
provincial state. There are two common arguments for the nationalisation of  
economic assets: the nation (or province) as a whole becomes the owner of  certain 
instruments of  production (such as land); and the profit motive is replaced with 
other motives such as ‘public service’, the ‘national interest’ or ‘social respon-
sibility’.19 Nationalisation compares with privatisation (when assets are trans-
ferred into private control) and municipalisation (when assets are transferred into 
municipal control).20 

There are two main forms of  nationalisation. First, there is the nationalisation 
of  production to deliver social, economic or environmental priorities (to compen-
sate for market failure, to democratise companies, and to stop the exploitation 
of  workers, and in times of  war when government control of  the economy is 
essential for national survival). Second, there can be the nationalisation of  con-
sumption (where governments own and operate companies or industries to provide 
cheaper services or to provide services that are not profitable for companies to 
provide). In some cases, such as the nationalisation of  Northern Rail (after years 
of  late-running rail services, high ticket prices and poor labour relations overseen 
by the company running the rail service) by the United Kingdom’s Conservative 
government,21 nationalisation achieves both goals by improving freight and other 
production-related objectives as well as providing better-quality services than can 
be provided by private sector companies.

During the four decades when neoclassical economics and ideology domi-
nated public policy around the world,22 nationalisation was typically discounted 
as a policy option in favour of  the ‘privatisation of  the public sphere, deregula-
tion of  the corporate sector, and the lowering of  income and corporate taxes, 
paid for with cuts to public spending’.23 However, nationalisation is being used as 
a policy option to address the failures caused by neoliberal policies (such as the 
global financial crisis beginning in 2007–8, the global recession in the late 2000s, 
and the increasing disparities between rich and poor in capitalist countries)24 
and to address new challenges facing nations (such as climate change caused by 
industrial-scale burning of  fossil fuels and the destruction of  the environment, 
the ‘great lockdown’ of  the world in 2020–1 resulting from the COVID-19 pan-
demic, and the emergence of  economic and superpower rivalry between the 
United States and China). 

Types of  land nationalisation

As with all economic policies, such as nationalisation, how it is carried out and 
who benefits depends on the societal context. Nationalisation of  land, industries 
or organisations in a society with a capitalist mode of  production will have signif-
icantly different effects compared with nationalisations that occur in other modes 
of  production.
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Marx noted, for example, that in societies with a capitalist mode of  produc-
tion, there would be many benefits for capital if  land was nationalised. The 
abolition of  landed property (in the sense that privately owned land in a capital-
ist society is converted into state-owned land) would result in capitalists paying 
rent to the state (instead of  the private landlord) for the use of  that land. This 
would be highly beneficial to capital as a whole because the rental income to 
the state would reduce the overall tax payment.25 The nationalisation of  land 
would change the recipient of  rent (from the private landlord to the state) but 
make no systemic change to the circuit of  capital: ‘Abolition of  interest and of  
interest-bearing capital, on the other hand, means the abolition of  capital and of  
capitalist production itself.’26

Nationalisation of  land, however, has different effects within communist 
modes of  production. The classic model of  land nationalisation was estab-
lished by Russia’s Bolshevik government in 1917. This abolished private own-
ership of  land and put the ownership and use of  land in the control of  the 
state, while maintaining the existence of  private ownership of  buildings (such 
as houses) on the land. The renting or exchange of  land was legally forbidden 
(but, in practice, it was rife immediately after the revolution).27 However, even 
though all land was nationalised and most of  the dwellings in cities were built 
and owned by the local city government, after World War II there was a greater 
emphasis on small houseowners building and living in their privately owned 
homes in the suburbs.28 This experiment in the nationalisation of  urban land 
ceased with the collapse of  the Soviet Union in 1991 when all land was priva-
tised.

In China, urban land was nationalised as part of  the 1949 revolution (along 
with the collectivisation of  rural land into the hands of  rural peasants). All urban 
land is owned by the state. For more than thirty years, urban land was allocated 
to various uses (such as housing, industry and so on) through administrative deci-
sions. As there was no concept of  a ‘land value’ or rent, land users paid a ‘reset-
tlement fee’ to the state in return for ‘land use rights’ over particular blocks of  
land, a fee which became regarded as the effective ‘price’ for land.

In the mid-1980s, two major urban land reforms were instituted. While the 
public ownership of  land continued, the government created the capacity for 
owners of  ‘land use rights’ to legally transfer (trade, sell, sublease or mortgage) 
their land use rights to other owners, essentially establishing a land market. 
Within a decade or so, a three-level land market was operating made up of  the 
primary land market (where the state sells land use rights over portions of  land to 
property developers), the secondary land market (where developers sell land use 
rights to final land users such as residential householders), and the tertiary land 
market (where final land users transfer land among themselves).29 

These new markets were reinforced by the second major urban land reform: 
the capacity for local governments to levy land taxes. The revenue from land  
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use rights sales is important for local governments’ budgets. This new source 
of  revenue was particularly important for local governments which were under 
increasing demand for new urban infrastructure. This mutually beneficial, self-re-
inforcing relationship of  dependency between property developers making high 
urban land use rights profits and local government revenues (and the delivery 
of  urban infrastructure which, in turn, promotes more urban development) is a 
special feature of  China’s real estate market.

At first, this capacity to trade land use rights only applied to new urban land 
being opened up for development. However, by 1990, trials were undertaken to 
introduce land use rights markets to replace the previous practice of  adminis-
tratively allocating land to particular land uses, with payment for the ownership 
of  land use rights paid to the state. With the creation of  a land market for land 
use rights, the landscape of  Chinese cities began to change; for example, the 
warehouses and factories in central business districts (which were characteris-
tic of  the period of  the administrative allocation of  land use rights) have been 
replaced with high-rise residential and commercial buildings and urban transport 
and other infrastructure.30 Despite the exuberance of  the land (land use rights) 
market, by 2002, the administrative allocation of  land remained the dominant 
form of  land use supply in most urban areas.

Real estate investment grew rapidly from about 4 per cent of  GDP in 1997 
to 15 per cent of  GDP in 2014.31 Residential investment, in particular, was high 
compared with that in other countries, and it accounted for about 15 per cent of  
fixed asset investment and 15 per cent of  total urban employment. Bank lending 
to the sector accounted for 20 per cent of  total loans. 

Local government in China was often caught up in the web of  real estate–
finance interdependencies. The sale of  real estate user rights continues to be a 
key source of  local public finance. In addition, land owned by local governments 
is a principal source of  investment, extrabudgetary revenue and collateral for 
debt borrowings. When the value of  land use rights is increasing, the budgetary 
dependence on land is relatively secure: however, when the value of  land falls, 
local governments will be forced to sell land use rights in a falling market. As well 
as undermining the revenue streams for local governments as they are forced 
to sell land use rights at reduced prices, there would also be a domino effect 
that would undermine the profitability of  the construction and real estate sectors 
attempting to sell property in a falling market.32

These changes have established an ambiguous property rights system that 
creates complex and uncertain property relations between the state and private 
land developers.33 One result is that, at the time of  writing, after a period of  
massive growth,34 China’s second largest property developer, Evergrande, was 
struggling to repay more than $300 billion in liabilities, including nearly $20 
billion of  offshore bonds deemed in cross-default by ratings agencies.35 In addi-
tion, this approach to land nationalisation by China appears to have established 
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numerous opportunities for speculation and corruption. Data on more than one 
million land transactions during 2004–16, where local governments were the 
sole seller of  land use rights, showed firms linked to some members of  China’s 
supreme political elites obtained a price discount ranging from 55.4 to 59.9 per 
cent compared with those without the same connections; and, in return, the 
provincial party secretaries who provided the discount to these ‘princeling’ firms 
were 23.4 per cent more likely to be promoted to positions of  national leader-
ship.36 

Implementation

The successful implementation of  urban land nationalisation would have, at a 
minimum, four high-level components.

First, there must be an efficient, transparent and accessible landownership 
and land registration system. Such as system would be based on a clear legal 
framework (with a clear definition, recognition and enforcement of  the differ-
ent  types of  land users’ rights, including individual, usufruct and customary 
land rights);37 professional land surveying; land titles registration system; and 
a cadastre which registers details of  the ownership, boundaries and the value 
of  real property in a region and which can be used for, at a minimum, tax 
 assessment. 

Second, there must be a transparent, democratic land use planning and man-
agement system. Typically, such a system is administered by local government 
or other local or regional authority with land planning, allocating and taxing 
powers. The land management system would be explicit about its multiple objec-
tives (such as economic development, commercial viability, operating within 
budget settings, delivering public good objectives, workplace safety and inclu-
sion, customer satisfaction and environmental sustainability, accountability to the 
government and transparency to the public). 

Most importantly, the legislation and regulations establishing the land author-
ity and the land use management system would specify the weighting to be given 
to these multiple objectives. In addition, membership of  the land use planning 
and allocation authority would be based on a broad representation of  key stake-
holder groups elected by local city inhabitants and national governments. Any 
individuals or groups with actual or perceived conflict of  interest with the role of  
the land use authority – and, in particular, property developers, real estate oper-
ators and financial institutions – would be barred from funding or in any other 
way participating in the management of  the land authority. 

Third, there must be an economic planning and monitoring authority 
accountable to government. All urban land use affects not just the direct users of  
land but has significant flow on effects to the whole economy including economic 
development, investment, employment, housing, transport and other infrastruc-
ture, and the credit and finance system. In many countries, urban land use also 



Implications for Urban Land Strategies      157

has particular foreign investment and national security  implications. For all these 
reasons, the landownership and land registration system, the land use planning 
and management system, and the anti-corruption authority would need to be 
guided by longer-term, strategic economy-wide plans and oversight, led by a 
powerful economic planning and monitoring authority. Such an authority, with 
its high-level objectives set by government, would act to ensure the land strategy, 
institutions, policies and practices integrated with, and supported, the high-level, 
societal objectives of  economic productivity, employment and financial stability, 
social equality, political freedom and environmental sustainability. The authority 
would also be responsible for measuring the productivity and performance of  the 
land sector and disseminating these data to the public. Lastly, it would have the 
power to recommend to government any corrective actions needed to ensure sta-
bility in the links between the land administration and planning authorities, the 
real estate and land development industries, the finance sector and the nation’s 
tax system. 

Fourth, there must be a powerful, independent anti-corruption authority. 
Given the significance of  this institution for all land regimes, it is discussed sep-
arately below.

Assessment of  land nationalisation

Any assessment of  the nationalisation of  urban land needs to consider both the 
effectiveness of  the state’s administrative arrangements for holding and using 
land, and the degree to which the nationalisation of  urban land has contributed 
to the public good. 

As shown in the case of  China, discussed above, and in Singapore (where 
almost all land is owned by the state),38 the effective administrative of  national-
ised urban land can occur if  there is a well-managed system of  landownership 
and land registration which includes: a sound legal framework; long-term inte-
grated land use planning; professional land surveying; a land titles registration 
system; and a cadastre which registers details of  the ownership, boundaries and 
the value of  real property in a region and which can be used for, at a minimum, 
tax assessment purposes.39 Many of  the necessary elements of  a legal and institu-
tional framework for land are well known and have been promoted over the past 
decade by bodies such as the World Bank.40 

Effective land nationalisation also requires a well-funded corruption preven-
tion, investigation and prosecution strategy and authority. Given land administra-
tion is one of  the top three most bribed institutions in capitalist and non-capitalist 
countries around the world (after the police and the judiciary),41 a crucial insti-
tutional element of  any system of  land nationalisation is a strong, independent 
anti-corruption oversight and prosecutorial body. 

As indicated in the China case study above, the administration of  national-
ised land also needs a supporting institutional framework to integrate sound land 
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management practices with policies on municipal finance, bank and credit poli-
cies, and real estate development policies. The use of  real estate for speculation 
rather than meeting the needs of  urban inhabitants, in particular, needs to be 
guarded against. Another area of  contention to be addressed in any comprehen-
sive land nationalisation framework is the rural–urban interface where policies 
on the use of  rural land can conflict with those applying to urban land, especially 
because the process of  rezoning rural land into land for urban uses is often one 
rife with mismanagement and corruption.42

The second element in the assessment of  urban land nationalisation is to eval-
uate the degree to which the nationalisation of  urban land has contributed to the 
public good. For example, a study of  nationalisation of  industries and companies 
in the United Kingdom in around 1951 noted industries qualified for nationali-
sation should be subject to five tests:

(a) Will it increase the people’s power over their own destinies? (b) Does it lead to 
a higher standard of  life by enabling industry to perform a better and more eco-
nomical service to the nation? (c) Does it lead to a more equal standard of  life? (d) 
Does it lead to a more stable standard, by promoting full employment? (e) Does it 
extend industrial democracy? These are nothing else but the well-known ‘welfare 
criteria’: maximization, stability, equality, and freedom.43

These are useful criteria which can be used, or modified, to evaluate the national-
isation of  urban land. They could be supplemented with additional questions of  
crucial significance at the beginning of  the twenty-first century. Does the nation-
alisation of  urban land: reduce the impact of  urban land on climate change; 
improve ecological sustainability and diversity; and promote the equitable access 
to urban land by women and other marginalised groups?

It is not possible to provide any definitive answer to these questions at the 
moment given macro-assessments of  the societal benefits of  land nationalisation 
is a major gap in the urban land literature. The most appropriate economic disci-
pline to undertake such assessments is welfare economics. Unfortunately, for the 
last half  of  the twentieth century, welfare economics was dominated by neoclas-
sical microeconomic modellers investigating the conditions under which a com-
petitive market would come up with a pareto optimal allocation of  resources such 
that no individual consumer in society could be made better off without making 
at least one other individual consumer worse off.44 

The welfare criteria noted above, of  maximisation, stability, equality, freedom 
and environmental sustainability are not considered by neoclassical models want-
ing to maximise individual consumption. This narrow view of  welfare economics 
(and the associated field of  public economics) was challenged in the 1980s by 
scholars such as Nobel Prize–winning Amartya Sen and philosopher Martha 
Nussbaum who argued that ‘social welfare’ is much broader than individual util-
ity (happiness or satisfaction); is affected by the actual capabilities, resources and 
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freedoms of  people wishing to improve their quality of  life; and is affected by 
societal factors such as human rights, political freedom and other non-utility fac-
tors. However, much more work is needed, theoretically, methodologically and 
empirically, before the nationalisation of  urban land can be properly assessed in 
terms of  its impact on a society’s economic productivity, employment and finan-
cial stability, social equality, political freedom and environmental sustainability.

Customary landownership 

A third urban land strategy open to societies is to strengthen and extend the 
customary rights of  ownership over land. There are more than 476.6 million 
indigenous people living in more than 90 countries around the world. Asia and 
the Pacific have the highest proportion of  indigenous peoples (70.5 per cent), 
followed by Africa (16.3 per cent), Latin America and the Caribbean (11.5 per 
cent), Northern America (1.6 per cent), and Europe and Central Asia (0.1 per 
cent). Overall, indigenous people represent 6.2 per cent of  the world’s popula-
tion, which far exceeds the population of  the United States and Canada com-
bined.45 Indigenous peoples and their communities customarily manage over 50 
per cent of  the global land mass, but legally own just 10 per cent.46

Urban policymakers often assume customary land is predominantly non- 
urban land and not relevant for urban land planning. In fact, more than one- 
quarter of  the world’s indigenous people live in urban areas; but 70 per cent of  
Pacific Islands’ indigenous people,47 52.2 per cent of  Latin America’s and the 
Caribbean’s indigenous people, and 69.0 per cent of  the Northern America’s 
indigenous people are urban dwellers.48 

Types of  customary landownership

Customary tenure systems are unique to each community that has title over its 
land. However, these tenures tend to have some or all of  four characteristics.49 
These are: collective ownership or possession and control over land and its asso-
ciated natural resources; community-based jurisdiction over the land, most often 
on the basis of  customary norms and obligations; acknowledgement within the 
customary sector that each community owns and controls discrete areas and may 
access other’s land by customary rights of  access; and the size of  customary ter-
ritories is periodically adjusted to remain at a scale over which community-based 
control can be effective.

In addition, customary tenure systems often have one or more of  seven addi-
tional characteristics.50 First, customary tenure systems gain their legitimacy 
from the trust a community places in the people and institutions that govern 
the system. The repository of  land tenure norms and rules are often respected 
elders, who also have responsibility for enforcing the customs. Second, customary 
tenure mirrors the cultural and social values of  the community and is not merely 
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an economic asset. Third, while customary tenure often favours the rights of  first 
occupants and those who initially invested labour to clear the land, they may also 
have mechanisms for latecomers to enter the system. Typically, newcomers gain 
progressively stronger rights through intermarriage with the founding families or 
by being a responsible neighbour and investing in the local community.

Fourth, customary tenure may differentiate rights between community mem-
bers and those considered to be outsiders. Fifth, customary tenure frequently 
disaggregates rights to resources found in a particular locale, allowing multiple 
uses and users of  resources found in the territory. The complex, differentiated 
tenure rules found in customary systems often protect the interests of  disadvan-
taged, vulnerable and minority populations. Sixth, customary tenure often makes 
provision for collective (as opposed to individual) ownership or management of  
the locale. For example, the entire territory is the collective property of  the com-
munity which then allocates specific rights to designated resources within the 
territory. Finally, and very importantly, customary tenure is a ‘living institution’. 
Customary tenure systems evolve over time in response to changes in the institu-
tional, economic and physical environment. 

Assessment of  customary landownership

Most customary land tenure around the world is under threat from local and 
international interests that seize land for agricultural, mining, speculation, devel-
opment and other projects. These actions have been reinforced by neoclassical 
economic-based policies lauding land privatisation, land markets, the commodi-
fication of  land, and the use of  land for profit rather than community life. Bodies 
such as the World Bank and the International Monetary Fund argue that cus-
tomary land tenure is a barrier to national and international profit-making via 
the capitalist exploitation of  agriculture, mining, forestry and other land uses. 
They and their supporters ignore or downplay the economic, social, cultural and 
spiritual use of  the land by local indigenous people that has occurred successfully 
for thousands of  years.

One major issue undermining customary land rights is the security of  land 
tenure. Tenure security refers to the legal and practical ability of  communities to 
defend their ownership, occupation, use of  and access to customary land from 
interference by others. In sub-Saharan Africa, for example, there is evidence 
that ‘new’ forms of  ‘customary tenure’, based on neoclassical economic theory is 
undermining traditional customary rights and obligations including the security 
of  the communities’ tenure over land and the traditional institutions of  govern-
ance over the land.51 

Another issue undermining customary land tenure is the pressure to change 
customary governance institutions where elders, traditional councils and other 
forms of  customary governance are accountable to the community members. 
Traditional communal governance is often manipulated, undermined or replaced 
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with the objective to change customary title land into private or state title land 
for the financial benefit of  property developers, real estate speculators, land grab-
bers, mining companies and the state. 

For example, South Africa’s Communal Land Rights Act (2004) and other 
similar legislation were attempts made over twenty years to bolster customary 
land rights. However, ‘it seems evident that the powerful rural elites (including 
traditional leaders, land speculators and international and local corporations) 
have been disproportionately advantaged by the legislative and policy frame-
work put forward by government, while the rights and interests of  individuals 
and families living on communal land have been systematically undermined or 
ignored.52 

A related issue is that, even when community-owned land is recognised in leg-
islation, political action is often needed to overcome stakeholder and bureaucratic 
opposition to the implementation of  the legislation. The Kenyan Community 
Land Act 2016, for example, permitted the conversion of  community land into 
private land (if  ratified by the community assembly), the conversion of  public 
land into community land, and the conversion of  private land to community 
land. However, little progress was made until 2019 when collective action by 
paralegal professionals forced applications for community land title to be pro-
cessed by the state.53

Implementation of  customary landownership

There are four key strategies to strengthen customary ownership of  land around 
the globe. First, new laws need to be developed, or existing customary land laws 
need to be strengthened, to recognise customary land title, including customary 
institutions of  decision making over the use of  the land. The recent emphasis 
on the need for state legislation to build on local tenure systems (rather than 
attempting to ‘replace’ them with systems ‘imported’ from elsewhere) is a major 
step forward.54

Second, accessible, transparent and well-resourced land title administration 
arrangements need to be developed. These would include professional land sur-
veying; a land titles registration system; and a cadastre which registers details of  
the ownership, boundaries and the value of  real property in a region and which 
can be used for, at a minimum, tax assessment purposes. In some instances, cus-
tomary organisations can develop a local land registry that will complement or, 
if  necessary, challenge the land registry of  the state. Such an alternative land 
registry allows indigenous and local communities to document recognition of  
the borders of  their land and the customary land rights over that land.55 This 
non-governmental alternative to state-run land title and registration systems can 
also prevent, or help remedy, land grabbing. 

Third, there is also the need for a powerful, independent anti-corruption 
authority (for reasons discussed at the end of  this chapter).
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Fourth, communities with customary land title often feel isolated, especially 
when under threat from national and international companies wishing to take 
control of  their land. This can be addressed by assisting customary bodies to 
build social solidarity within and between similar communities on land rights and 
related matters.

There is much evidence to show that customary land rights will always have 
to be fought for. There will often be the need for direct action, where urban 
residents occupy and control land and their associated buildings through organ-
ised or informal squatting, land settlement or some other forms of  adverse 
possession (also known as ‘squatters’ rights’). For example, one-quarter of  the 
world’s urban population lives in informal settlements they have established 
through adverse possession. In sub-Saharan Africa there are more than 200 
million people (62 per cent of  Africa’s urban population) living in informal 
settlements.56 

Direct action is necessary, but outcomes always depend on local factors and 
the extent to which customary groups receive financial, political, media and other 
support. In Zimbabwe, for example, there was a massive rural to urban migra-
tion in the 1980s which led to the rapid growth of  slums across the nation’s major 
towns and cities. Prime Minister Mugabe’s government in 2005 implemented a 
nationwide slum clearance campaign (Operation Murambatsvina, or ‘Move the 
Rubbish’). It was officially promoted as eliminating crime, cleaning up the streets 
and regularising the informal sector, but despite international condemnation, the 
operation destroyed 92,460 homes.57 

However, there have been examples of  successful direct action to defend cus-
tomary land rights in cities.  In the face of  pressure to rezone large tracts of  
urban land into ‘Special Employment Zones’, direct action has hindered the pri-
vate sector from displacing urban inhabitants from their urban settlements, and, 
in some cases, secured compensation for those who were displaced.58 

Community land trusts 

The fourth strategy to modernise urban land use with a comprehensive urban 
policy is to replace private landownership and state-owned land with community 
ownership of  land, especially as trusts. Community land trusts are a classic exam-
ple of  the Gesellschaft societies discussed in Chapter 4. 

Types of  community land trusts

In many countries, community landownership is undertaken by community land 
trusts. The distinguishing feature between a trust and other corporate structures 
is that the purpose of  a trust is to protect assets, while other legal structures are 
established to utilise assets.59 Trusts must also benefit a defined community, mem-
bers of  a trust control it either directly or through a board elected by members, 
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and the surpluses produced by trusts through their business operations must be 
used to benefit that community. While most urban land trusts operate locally, the 
trust model has great flexibility. For example, the World Land Trust, a charity 
registered in England and Wales, operates internationally, working with partner 
organisations in Kenya, Zambia and many countries in Latin America and Asia 
to purchase, protect and manage trust land. 

Trusts are established to provide continuous, community control and stew-
ardship of  land. The trust is often managed by a committee of  elected resident 
members comprising adults who live in or use the leased land (leaseholders); com-
munity members comprising adults who live in the targeted area; and public interest 
members made up of  local representatives from government, funding agencies and 
other stakeholder groups.60 Typically, the common and shared ownership of  the 
urban land does not extend to the buildings on the land, which may be owned (or 
leased long-term) by individual residents, businesses and/or other organisations. 
Revenues (such as rent) generated from the urban land are used by the legal body 
to maintain, protect and expand the asset, and are not used for the personal ben-
efit of  individual members. There is a strict prohibition on the misapplication of  
the land. One of  the most common social objectives of  community land trusts is 
to establish affordable housing in urban areas.61Cooperatives (including producer 
cooperatives and consumer cooperatives) are similar organisations or businesses 
that are owned and democratically governed by its members, in accordance with 
the social or economic purposes for which it was established.62

Community land trusts also exist in the Global South. In Brazil, for example, 
approximately 1,000 favelas, ranging in size from tens to 200,000 people, have a 
form of  collective ownership where urban land is held by the government with the 
purpose of  providing a ‘social benefit’.63 People who originally had little choice 
but to set up informal settlements (favelas) after their escape from war, social con-
flict or other dire circumstances, have slowly established more secure housing in 
their townships. Similarly, in the case of  the Martín Peña Canal in Puerto Rico, 
collective ownership of  the once-polluted and unsanitary canal land lies with a 
government-facilitated community land trust that owns the land but grants resi-
dents with surface rights (including the right to inherit and maintain ownership of  
their home). In 2004, residents established a non-profit organisation to promote 
the economic, social and community development of  the region, support the 
community land trust, and ensure compliance with the region’s Comprehensive 
Development Plan. The separation of  landownership from house ownership 
insulates residents from rising real estate values that typically arise from the gen-
trification that occurs after urban redevelopment; as a result, residents can capi-
talise on the rising values of  their home but not the land underneath.

Note that community landownership is not to be confused with ‘commons’ 
land (or ‘common property’ land). ‘Commons’ land is land that has no ownership 
or management structure, and where an unlimited number of  individual land 
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users can utilise the land for their own interests with no duty of  care for future 
owners.64 This results in the ‘tragedy of  the commons’ where individuals using 
an unregulated common good (land), acting in their own self-interest and with 
no regard for community obligations, will overexploit and in other ways destroy 
that common good.65

Similarly, phrases such as ‘the commons’ and ‘community landownership’ 
have been co-opted to perpetuate privatised ownership of  real estate, property 
development and environmental resources. The United Nations, for example, 
published reports on the need to protect the ‘global commons’, which discussed 
how to better manage and exploit resources in the world outside the control 
of  national jurisdictions (such as the high seas, the atmosphere, Antarctica and 
outer space) and ‘Resources of  interest or value to the welfare of  the commu-
nity of  nations – such as tropical rain forests and biodiversity’.66 Similarly World 
Bank–funded bodies such as the Global Environment Facility, which funds local 
municipalities to carry out ‘integrated urban planning’ that will produce ‘better 
demand-management measures and improved assets utilisation’,67 have set out 
private sector profit-based proposals with titles such as ‘Our Global Commons: 
Sustainable Cities’ which have little to do with protecting community-owned 
assets and keeping them under the democratic control of  members.68

Implementation of  community land trusts

There are four key elements in strategies to strengthen community ownership of  
urban land.

The first element of  this urban land strategy is to acquire land. Every city has 
land, including pockets of  underutilised land or underdeveloped urban areas, 
that can be converted into community-owned property. Gaining access to this 
land can occur through one or a combination of  four types of  action: state pro-
vision of  land, private purchase or provision of  land, non-government access 
to land (such as by churches and trade unions) and direct action (such as squat-
ting). For example, councils can require property developers to donate land or 
money to community land organisations as a condition for urban development 
approval.69 Provincial, national and international government bodies can assist 
through their taxing, funding, regulatory, urban infrastructure and other pro-
grammes. For example, the then mayor of  Burlington, Vermont, Bernie Sanders, 
supported by the Progressive Coalition and under attack from property develop-
ers and others, working in partnership with the local community, established the 
Burlington Community Land Trust in 1984.70 A rationale for this type of  action 
is that, in the same way conservation trusts take land out of  the market to protect 
the natural environment, so, too, ‘Community land trusts take land out of  market 
to protect the urban environment including the people who live there.’71 

In Europe, municipal, provincial, national and international state bodies have 
created or supported the purchase or appropriation of  urban land for collective 
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ownership through initiatives such as the Sustainable Housing for Inclusive and 
Cohesive Cities programme.72 Land can also be acquired with the assistance of  
the private sector, including philanthropists. In some nations, these groups have 
purchased or donated urban land to community land groups for community 
purposes. For example, the Charities Aid Foundation, which is both a charity 
and a bank, has supported community land trusts since 2008.73 The Charities 
Aid Foundation also works with partner bodies to promote private donations of  
money and land in Bulgaria, Brazil, India, Russia and Southern Africa as well as 
Global North countries. 

Non-government organisations are also important supporters of  
 community-owned land. Trade unions have established both the cooperative 
ownership of  community land and the cooperative management of  munici-
pally owned land. In the case of  the Federación Uruguaya de Cooperativas 
de Vivienda por Ayuda Mutua (FUCVAM), the Uruguayan Federation of  
Mutual-Aid Housing Cooperatives was established by the Uruguayan trade 
union movement to provide urban housing for working-class people and create 
neighbourhoods that would provide a dignified and decent life for inhabitants.74 
FUCVAM understands land and housing as common property and manages 
community land and the building process in ways that foster community solidar-
ity, social empowerment and democratic action: houses built by the cooperative 
can be mortgaged against but never be sold.75 This approach promotes local eco-
nomic development and jobs (e.g. through employment in housing construction); 
raises the standard of  living of  working-class families and promotes social inclu-
sion through, for example, support for libraries, childcare centres, health centres, 
schools, shopping centres and other services; and promotes democratic worker 
self-management. Trade unions have also played a role in protecting urban land 
from exploitation as occurred with the ‘green bans’76 in Sydney as well as in 
supporting other forms of  mutual aid, civil disobedience or militancy such as 
blockades and rent strikes. 

As shown throughout this book, the urban landless (and their allies) often 
need to take direct action to secure access to, use of  and management of  land. 
Land non-owners can take economic, political and other direct action against 
those who own land, and often need to do so in concert with direct action against 
the governments that establish, perpetuate and enforce the rights of  landowners 
over the rights of  those who need urban land for employment, housing and other 
social and environmental purposes. When they do appropriate land for social 
uses, they often have to take direct action to defend their land ownership.

The second element of  this urban land strategy is to ensure there is demo-
cratic governance of  the land. Community urban land is democratically con-
trolled by the members of  the community who own the land. This is a defining 
feature of  community land trusts and other community organisations such as 
cooperatives.77 At least 12 per cent of  the world’s population are members of  
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three million cooperatives. Successful cooperatives operate in the Global North 
(such as Canada, most countries in Europe, Japan, Korea and the United States)78 
and, in fewer numbers, in the Global South (in countries such as Argentina, 
Brazil, Colombia, Costa Rica, India, Kenya and Uruguay.) In 2018, the 300 
largest cooperatives in the world generated US$2,146 billion per annum in turn-
over while also providing services and infrastructure their members and societies 
needed to thrive.79 Cooperatives have a proven record of  creating and sustaining 
employment and provide at least 279 million jobs, promoting decent work while 
also advancing socially equitable and environmentally sustainable goals.80 

Although there are many different types of  cooperatives around the world,81 
most are organised on the basis of  the Rochdale Principles (including volun-
tary and open membership, democratic member control and member economic 
participation). Neoliberal economic modelling has shown that cooperatives play 
a crucial role in an economy by addressing market failures, counteracting the 
concentration of  market power, internalising social costs, reducing information 
asymmetries, and putting pressure on competitors to provide better services to 
their customers and employees.82 

The third element of  this urban land strategy is for individual land trusts to 
build alliances and collaborations with other like-minded bodies. Even the best-
run communally owned and run organisation, with the most dedicated people, 
can fail if  it is isolated. Practical solidarity relations, including trade and the 
exchange of  personnel, will be mutually beneficial for all trusts and cooperatives. 

For example, the largest coalition of  worker cooperatives in the world is 
the Mondragon Corporation, a federation of  numerous worker cooperatives 
based in the Basque region of  Spain.83 It has been operating for more than 
sixty years, employs more than 81,000 people, has sales in more than 150 coun-
tries and is one of  the largest businesses in Spain. Worker management occurs 
through the governing council and the cooperative congress which sets strate-
gic directions for the corporation. One of  the worker management challenges 
facing Mondragon is how to perpetuate its democratic and participative model 
of  worker management to subsidiaries outside Spain, such as in Mondragon’s 
Chinese subsidiaries.84 

A second model of  trust and cooperative self-support is in the Emilia 
Romagna region of  Italy. This cooperative movement is more a networked 
ecosystem than a single, overarching corporation like Mondragon. The Emilia 
Romagna region of  Italy has one of  the densest cooperative economies in the 
world where there are numerous horizontal, vertical and complementary net-
works between cooperatives that support each other financially.85 About two 
out of  every three inhabitants of  the region are cooperative members, and they 
produce around 30 per cent of  the region’s GDP. The growth of  Italian cooper-
atives has been fuelled by deep connections to broader sets of  political commit-
ments and values. The largest two federations, Legacoop (Lega Nazionale delle 
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Cooperative e Mutue) and Confcooperative (Confederazione delle Cooperative 
Italiane), are organized with strong historic ties to the Catholic Church and the 
Italian Communist Party, respectively. Both emphasise strong communitarian 
philosophies that have helped people set up businesses grounded in solidarity 
rather than pure profit. The Italian state supports cooperatives in many ways: 
the Italian constitution explicitly recognises the social contribution of  cooper-
atives and directs that legislation should promote and favour cooperatives; tax 
legislation treats worker cooperatives as non-profit entities, requires the surplus 
to be invested for further job creation and requires 3 per cent of  each coopera-
tive’s surplus to go into a fund to develop new cooperatives; and the government 
assists cooperatives through direct financial contributions that facilitate capital 
investment their growth.86

Another model of  self-supporting trusts and cooperatives is in Venezuela. 
Cecosesola, the Central Cooperativa de Servicios Sociales des Estado Lara, is a 
network of  about sixty cooperatives and grassroots organisations which have in 
total around 20,000 members. Cecosesola was established in Barquisimeto, cap-
ital of  Lara State, as a cooperative integration organisation in 1967. It facilitates 
networking and coordination between its member cooperatives in agricultural 
production, small-scale agro-industrial production, funeral services, health ser-
vices, savings and loans, mutual aid funds and food distribution.87 It is the largest 
community organisation for the distribution of  goods and services in Venezuela.88 
Cecosesola operates without directors, managers or supervisors, and through its 
coordination efforts its members assist more than 200,000 families each year and 
generate more than US$180 million in annual revenue.

The fourth crucial element of  this urban land strategy is to always promote 
transparency, accountability and integrity. Public confidence in community 
ownership of  urban land requires transparency, accountability and integrity 
within the organisation and between the organisation and other bodies (such as 
government, the media and the public). Such an approach also will prevent the 
common problems in many societies of  corruption and the misuse of  funds and 
resources.89 

There is also the need for a powerful, independent anti-corruption authority 
(for reasons discussed at the end of  this chapter). 

Assessment of  community land trusts

There are two types of  community landownership: ‘transformational’ and 
‘non-transformational’.90 Transformational ownership explicitly works to build 
alternatives to capitalist forms of  property (such as community ownership of  
land), modes of  production (such as worker cooperatives) and state control (such 
as participatory democracy). Transformational community land organisations 
recognise the danger of  class-based counterattacks that aim to privatise commu-
nity land and use it in production for profit. Transformational organisations often 
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build a united front, collaborating with labour unions, women’s organisations, 
homelessness and other groups disenfranchised by capitalism to address both 
immediate issues and longer-term societal structural change.

On the other hand, non-transformational landownership occurs when people 
build collective forms of  organisations (such as companies) to exploit land assets. 
Non-transformational community organisations, while promoting some level of  
cooperative behaviour, are vulnerable to co-option by the state or the private 
sector. 

An anti-corruption authority 

All the land initiatives discussed in this chapter recommend they be accompanied 
by a strong, anti-corruption authority. Urban development is full of  opportunities 
for finance lenders, property owners, property developers, politicians and others 
to profit from bribery, corruption and other illegal activities in the Global North 
and South.91 Transparency International has estimated that, across the globe, 
one in every five people has paid a bribe to access land services.92 In part, this 
is because ‘there are some cultural features of  real estate development which 
make it susceptible to corruption’.93 Corruption can occur at every stage of  the 
land development process. For example, urban planning processes create oppor-
tunities and large financial incentives for urban plans to be formulated, revised 
and approved on the basis of  investors’ commercial interests (rather than for the 
public good). Furthermore, planning processes create opportunities for investors 
to bribe state officials and other decision makers with a share of  the absolute rent 
created by the rezoning of  land with a low-value zoning to a high-value zoning.94

A well-funded, independent land anti-corruption body is essential to monitor 
compliance with the land ownership, development, governance and stewardship 
framework and practices, including the regulation, operations, management and 
outcomes of  land registration, titles, planning, and taxation systems, and to inves-
tigate and prosecute tax evaders, corrupt officials and other threats to the integ-
rity of  the land system.

In addition to government anti-corruption initiatives, an independent media 
is another key stakeholder for corruption prevention.95 Other non-government 
bodies can also play an important part in identifying the conditions that make 
corruption and bribery possible, and in reporting corruption.96 

Conclusion

This chapter has discussed four options for governments (and communities) to 
develop urban land policies for inclusive and socially equitable urban develop-
ment. Each of  the proposals – a land value tax, land nationalisation, customary 
land title and community land trusts – can be applied in different cities depending 
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on their current mode of  production, and their level of  political and community 
support for economically efficient, socially just, democratic and environmentally 
sustainable forms of  urban development. 

Importantly, these strategies have been applied in cities and nations through-
out the Global South and North. These experiences have shown that the options 
can be successful, as well as the political, legal and administrative conditions 
needed for them to be successful. Despite their differences, what they have in 
common is that they will be strongly resisted by the status quo, especially those 
who are currently profiting from privatised land, lightly regulated real estate mar-
kets, and the speculation and development of  land for profit rather than for the 
benefit of  urban residents.

Finally, it is important to emphasise that cities are structured primarily by the 
mode of  production, of  which land is a part. Changing the social relations of  
land is a necessary but not sufficient strategy to bring about structural change in 
societies. What is needed in addition are strategies to address the essential source 
of  all urban economic growth: the production by labour of  a surplus which, 
in capitalism, is produced by labour but appropriated by capitalists as unpaid 
 surplus labour. 
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CHAPTER 8

Conclusion

From the standpoint of  a higher economic form of  society, private ownership of  
the globe by single individuals will appear quite as absurd as private ownership of  
one man by another.1 

This book has argued that one of  Marx’s crucial, but under-recognised, insights 
is that land (by which he meant nature) is the most basic economic resource upon 
which all communities and societies rely.  Capitalism (and all other modes of  
production) require labour to be applied to land, to transform the raw materials 
or ‘natural resources’ (the soils, minerals, plants and animals, waters and atmos-
phere of  the environment) into the goods and services needed by people individ-
ually and collectively to live. 

Except for the indigenous and communist modes of  production, all other 
modes of  production establish a societal division between those who own land 
(landowners) and those who are excluded from owning the land but need the 
land to live (the tenants, serfs, peasants and so on).  This division of  society is only 
possible when a relatively small number of  individuals capture, steal or in other 
ways appropriate parts of  the earth’s surface as ‘their property’.  This establishes 
a social (property) relation of  dependency and obligation between two classes 
of  people; a social relation of  property that is reinforced politically, legally and 
through the powers of  the state.

With the creation of  property rights, landowners (or the state) were able to 
control the lives of  the majority by determining who can use the land, for how 
long and in return for the payment of  compensation (rent).  Marx also showed 
that the creation of  property rights over land was integrally linked with the for-
mation of  the world’s greatest cities. In other words, land is not a commodity, a 
form of  capital or ‘space’; Marx always stressed any reference to land is a refer-
ence to the social relations of  power embedded in landed property.

Landed property rights have continually been the hidden political economic 
force that has structured the functions and morphology of  cities, the location 
and nature of  urban housing, the placement and mix of  urban infrastructure, 
and other factors of  urban life including wars over territory, land taxes, suburban 
poverty and wealth, and urban environmental sustainability.  Marx showed how 
landed property affected the location, functions, design and operation of  urban 
economies and urban polities. 
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Unfortunately, the theoretical lacuna of  political economy to land in gen-
eral, and urban land in particular, has been reinforced politically by those who 
have assumed that the ‘land question’ refers to agricultural land, agrarian land 
reforms and the potential of  landless peasants as revolutionaries.  This was his-
torically relevant in the past; but today and for the foreseeable future, when more 
than half  the world’s people live in cities, the land question is now both an urban 
question and a question about the destruction of  the environment upon which 
we all depend.

Furthermore, Marx’s critique of  the social relations of  landed property has 
one other implication for radical practice.  One of  the greatest powers of  those 
who own landed property, like the owners of  capital, is their capacity to exploit 
those who need access to land (or capital) to live, but who are the non-owners 
of  land and capital.  Specifically, workers have no choice but to provide an 
amount of  unpaid, surplus labour (as rent) to landowners (and as profit to the 
owners of  capital).  The solution to this exploitation of  labour by the owners 
of  private property is democracy: the replacement of  privatised ownership of  
property with democratic, social control of  land. Chapter 7 considered four 
practical urban policy strategies  that can be used, to various degrees, to ensure 
land is used for the benefit of  people and not primarily to create income for 
landowners.

The urban land question asks how landownership, rent and the landed prop-
erty class shapes our cities and the lives of  urban dwellers, and what can be done 
to ensure cities are built to meet the needs of  urban residents. The urban land 
question includes: what is the mode of  production of  the community or society 
and what function does land play in perpetuating that mode of  production; who 
owns which land (and who is a land non-owner) and what rights do they have 
over the use and disposal of  that land; how does the ownership of  urban land 
affect the built environment of  cities, the location of  urban economic develop-
ment and employment, and the quality of  life of  urban residents; how does land 
contribute to the creation of  wealth and poverty (including unemployment and 
homelessness); is the urban land use environmentally sustainability; and finally, to 
what extent does the landed property sector influence or control the governance 
of  the city, province and nation? 

The need for action to resolve the issues of  urban land is becoming more 
important every year. Urgent action is needed to prepare for a world where 
two-thirds of  the world’s people live in cities by 2050.2 New policies are needed 
that do not repeat the mistakes of  the past; policies that will promote pros-
perous cities where the inhabitants have access to high-quality and affordable 
transport and communications, a quality built environment, a sustainable natu-
ral environment, inclusive and safe communities, effective health, housing and 
education services, a vibrant cultural life, and good governance with community 
participation in decision making.
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When pursuing answers to the urban question, this book has shown that no 
cities are the same. Cities in the Global North differ significantly from those in 
the Global South – not least in terms of  their forms of  land tenure, the com-
plexity of  land use and land markets, and the interests and capacities of  local 
and national governments to ensure urban landownership benefits all city resi-
dents – and cities within each of  these two spheres also differ considerably. Today, 
as in the past, different cities play each city plays its own unique combination 
of  roles within its community and nation, including but not limited to defence, 
production, trade, finance, residential housing and other quality-of-life services, 
consumption and state administration; and these roles often change over time.

However, all cities are major contributors to the economic production and 
consumption of  their nations, and today, the reproduction of  national and global 
political economic systems also relies on the economic strength and political sta-
bility of  cities. 

The role of  cities, and the economic and social opportunities they can hold for 
people, are not static or automatic: they are not mechanically derived from the 
operation of  the economy, the development of  technology or other factors. They 
are always the outcomes of  struggles between urban groups (worker trade unions, 
student associations, local community organisations and social  movements) – the 
majority of  people living in cities who want a better quality of  life for themselves, 
their families and their grandchildren – and the powerful and resourced benefi-
ciaries of  the current urban arrangements who wish to consolidate and extend 
their economic and political power. 

Many powerful institutions (such as the World Bank, the International 
Monetary Fund and the Organisation for Economic Co-operation and 
Development) continue to promote and fund economic development policies 
that assume cities and nations will only develop by privatising indigenous and 
common land; establishing free markets for land (not fair markets); treating land 
as an asset for speculation or development for profit; pursuing ever-increasing 
growth; and overlooking the social and environmental consequences. After dec-
ades of  failure by those promoting neoliberal economic policies, it is time for new 
approaches to urban land.

Transforming cities to be inclusive, equitable and sustainable requires struc-
tural change to the ownership of  urban land. New land policies such as designing 
creative land value taxation, establishing effective forms of  land nationalisation, 
strengthening customary land rights and/or establishing community-owned 
landed property are germane for such goals, with great potential to be strength-
ened and extended. They are tangible, measurable and understandable; they 
make it possible to deliver concrete services (such as affordable housing) to mem-
bers and the broader urban community; they provide demonstrable alterna-
tives to the ‘laws’ of  the capitalist market and profit; and they help build the 
skills people need for a fairer, more democratic and environmentally sustainable 
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economy and society. These strategies also provide opportunities to transform 
the state by promoting the ‘practices of  direct democracy, the horizontal distri-
bution of  power, and collective decision-making’.3

Time for change

Finally, social change has almost always occurred slowly over centuries, and only 
very rarely through the rapid revolutionary change that is most commonly asso-
ciated with the idea of  Marxism. A better world is practical and achievable: a 
world based on common ownership of  urban land (not private or state owner-
ship), economic and social collaboration (not competition), fair trade (not free 
trade), production for people’s needs (not profit), direct democratic participation 
in the polity and the economy (not oligarchies), and a world that is environmen-
tally sustainable (not wasteful and environmentally destructive). 

These changes are already under way around the world and are being imple-
mented through the efforts of  many people taking small, day-by-day, often 
 mundane-seeming actions, with the occasional major structural change. Change 
is being made, despite the resistance of  the members of  the status quo, includ-
ing those who will lose their privileges from their private ownership of  land. 
Landed property, one of  the most important underpinnings of  our societies and 
our cities, has been changed many times in the past, and by working together, we 
can make it change again for the better. 

Notes
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