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On the Average and Marginal Determination of Grain
Price in the Second Form of Differential Rent
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Summary

In the present paper the writer intends to make clear the conditions in regard to the
determination of the market-value of grains which are produced by the additional capitals that
are invested upon the same soil.

Usually, it is said that the market-value of grains of soil products is not determined by
the average value of the products in an entire line of production, but by the individual value
of the products that are produced on the worst soil under cultivation. However, there are
different interpretations in regard that it is determined by the average price of production on
the worst soil, or by the marginal one which brings the average profit even upon the additional
capital with the worst productivity, and Prof. Ouchi prefers the latter explanation to the
former.

The writer’s conclusion in this regard is as follows : It depends upon the general state of
the market, by which the regulating price of grains is formed, whether it is determined by the
average price of production on the worst soil under cultivation, or by the individual one of the
additional capital with the worst productivity. In the state of market that the social demand
for grains is greater than the social supply of it, the general price of production is regulated
by the average price of the production, on the contrary, it is regulated‘ by the individual price
of production of the marginal investment in the state of market that the supply of grains is
greater than the demand for it. However, in the common case, the regulating price of
production is determined by the former price, it is rather the unusual case to be determined
by the latter price which is the highest so far as it gives rise to the second form of differential

rent on the same soil by the additional investments.
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