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Objectives of Lecture

• Analyze the works of thinkers from Smith to 
Malthus and Ricardo

• Explain the theories of Malthus, especially the 
theory of population, value and excess supply

• Analyse the theories of Ricardo and in particular

• differential rent

• labour theory of value

• comparative advantage

• Ricardian equivalence
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Contents
• Jean-Baptiste Say * Condorcet * William Godwin
• Thomas Robert Malthus 

• Essay on Population
• Principles of Political Economy
• Theory of value * Theory of gluts 

• David Ricardo
• Essay on Profits (Differential rent and theory of 

value)
• Principles of Political Economy and Taxation 

• Labour theory of value
• Comparative advantage
• Ricardian equivalence
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Jean-Baptiste Say (1767-1832)

Jean-Baptiste Say 
Gravure de Godefroi Engelmann, d'après un dessin 

d'Achille Devéria (Bibliothèque nationale de France)
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Jean-Baptiste Say (1767-1832)
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Jean-Baptiste Say (1767-1832)

1st edition 1815
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Jean-Baptiste Say (1767-1832)
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Jean-Baptiste Say (1767-1832)
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Jean-Baptiste Say (1767-1832)

• The harmony of markets.
• There is no case of generalized 

oversupply
• Say's Law: “Supply creates its 

demand”

6th edition 1841
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Nicolas de Condorcet (1743-1794)

Marie Jean Antoine Nicolas de 
Caritat, Marquis de Condorcet
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Nicolas de Condorcet (1743-1794)
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Nicolas de Condorcet (1743-1794)

Condorcet Paradox Arrow Paradox 
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Nicolas de Condorcet (1743-1794)
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Nicolas de Condorcet (1743-1794)
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Nicolas de Condorcet (1743-1794)
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William Godwin (1756–1836)

William Godwin 
by Henry William Pickersgill

One of the first theorists of anarchism
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William Godwin (1756–1836)

Mary Wollstonecraft (1759–1797)
John Opie, National Portrait Gallery

One of the first “feminists", 
partner of Godwin
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William Godwin (1756–1836)

Mary Shelley 
(1797-1851) 
by Richard Rothwell, 

oil on canvas, 1840, NPG

Percy Bysshe Shelley 
(1792-1822)

by Amelia Curran
oil on canvas, 1819, NPGDaughter of Wollstonecraft 

and Godwin, author of 
Frankenstein

One of the greatest English 
Romantic poets
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William Godwin (1756–1836)
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William Godwin (1756–1836)

Perfectibility: People's fate can be made better if institutions change
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Thomas Robert Malthus (1766-1834)



22NJ Theocarakis UoA Classical Political Economy: Malthus & Ricardo

Thomas Robert Malthus (1766-1834)

by John Linnell, mezzotint, 1834, NPG
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Thomas Robert Malthus (1766-1834)

An essay on the principle of 
population: by T.R. Malthus ; 
selected and introduced by 
Donald Winch, Cambridge UP, 
1992



24NJ Theocarakis UoA Classical Political Economy: Malthus & Ricardo

Thomas Robert Malthus (1766-1834)
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Thomas Robert Malthus (1766-1834)

Geoffrey M. Hodgson, “MALTHUS, Thomas Robert (1766-1834)”, Biographical Dictionary of British 
Economists, edited by Donald Rutherford (Bristol: Thoemmes Continuum), 2004.
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Thomas Robert Malthus (1766-1834)

Theory of population
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Thomas Robert Malthus (1766-1834)

Essay on the Principle of Population
1st anonymous edition, 1798

2nd “very much enlarged” edition, 1803. 
Four more editions followed with minor 
changes, the last one (6th) in 1826
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Thomas Robert Malthus (1766-1834)

Θεωρία περί πληθυσμοῦ / T. R. Malthus. 
Mετάφρασις Γ. Δ. Ἀνδρουλιδάκη, εἰσαγωγή Δ. 
Καλιτσουνάκη. Ἀθῆναι : Εκδότης Αργύρης 
Παπαζήσης, 1940
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Thomas Robert Malthus (1766-1834)

The reformers are wrong: Human destiny 
cannot be improved. The present order of 
things is imposed by nature.
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Thomas Robert Malthus (1766-1834)

Food increases by arithmetic progression, 
the population, if unchecked, by geometric 
progression. So, there is not enough food for 
everyone.
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Thomas Robert Malthus (1766-1834)

This appalling text on the "feast 
of nature" appeared in the second 
edition of the Essay in 1803 but 
was eliminated from subsequent 
editions.
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Thomas Robert Malthus (1766-1834)

Darwin is 
influenced by 
Malthus in 
writing the 
Origin of 
Species
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Thomas Robert Malthus (1766-1834)

No matter what we do - even give 
money to the unfortunate poor -
nature does not allow everyone to eat.
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Thomas Robert Malthus (1766-1834)

Moral self-restraint [i.e., marriage at 
an older age], vice [including 
contraception] and misery ultimately 
limit population growth.
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Thomas Robert Malthus (1766-1834)

Either you wise up or we'll make sure 
the Grim Reaper gets you
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Thomas Robert Malthus (1766-1834)

Vice, i.e., non-reproductive 
intercourse, is morally unacceptable.

Welfare for the needy is a dead end.  
It increases their numbers and 
deprives food from those who truly 
deserve it.
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Thomas Robert Malthus (1766-1834)

If you draw a blank in the lottery of life 
you must suffer from want. Your bosses 
will feed you only if you work hard.



38NJ Theocarakis UoA Classical Political Economy: Malthus & Ricardo

Thomas Robert Malthus (1766-1834)

You must owe a debt of gratitude to 
the possessors. Private property and 
self-interest are responsible for 
civilization.
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Thomas Robert Malthus (1766-1834)

After all, life is a blessing, and 
you should thank God that you 
live even with so much misery.
Given the limitations of nature, 
the unfortunate of this life should 
be happy.
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Thomas Robert Malthus (1766-1834)

Theory of value



41NJ Theocarakis UoA Classical Political Economy: Malthus & Ricardo

Thomas Robert Malthus (1766-1834)

Principles of Political Economy (1820),  2nd posthumous edition 1836
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Thomas Robert Malthus (1766-1834)



43NJ Theocarakis UoA Classical Political Economy: Malthus & Ricardo

Thomas Robert Malthus (1766-1834)

Theory of Gluts
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Thomas Robert Malthus (1766-1834)

Economic crises in England after the Napoleonic Wars.
Labour unrest
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Thomas Robert Malthus (1766-1834)

Peterloo Massacre 
Manchester 1819

Richard Carlile (1790–1843) 



46NJ Theocarakis UoA Classical Political Economy: Malthus & Ricardo

Thomas Robert Malthus (1766-1834)

The Role of Effectual 
demand
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Thomas Robert Malthus (1766-1834)

Rejection of the 
Say's Law
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Thomas Robert Malthus (1766-1834)

Productive workers 
cannot create sufficient 
effective demand

Non-productive spending by the aristocrats is necessary to 
create effective demand.

Letter from Malthus to Ricardo (1821)
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Thomas Robert Malthus (1766-1834)
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David Ricardo (1772-1823)
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David Ricardo (1772-1823)

David Ricardo
by Thomas Phillips
oil on canvas, circa 1821, NPG

He was born in London in 1772, the third child of 17 of 
a Sephardic family of Portuguese descent who had 
moved to Holland and had recently emigrated to 
England. His father was a stockbroker and David 
Ricardo worked in his father's business from the age of 
14.  At 21 he married a Christian woman and became 
estranged from his family.  
He begins a successful career as a stockbroker and 
after the Battle of Waterloo he manipulates the market 
and makes a large fortune. This allows him at 41 to 
retire from business and buy Gatcombe Park, 
Gloucestershire.  He “purchases” a parliamentary seat 
in the Irish constituency of Portarlington and 
participates in the debates of the British Parliament. 
He dies young of an ear infection.  He was a personal 
friend but theoretical opponent of Malthus.
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Published Works of David Ricardo

1. The High Price of Bullion, A Proof of the Depreciation of Bank Notes (London, John Murray, 1810; corrected, 1810; enlarged, 
1810; enlarged again, 1811).

2. Observations on some Passages in an Article in the Edinburgh Review, on the Depreciation of the Paper Currency; also 
Suggestions for securing to the Public a Currency as Invariable as Gold, with a very moderate Supply of that Metal, Being an 
Appendix to the Fourth edition of “High Price of Bullion, etc.” (London, John Murray, William Blackwood & M.N. Mahon, 1811).

3. Reply to Mr. Bosanquet's Practical Observation on the Report of the Bullion Committee (London, John Murray, William 
Blackwood & M.N. Mahon, 1811).

4. An Essay on the Influence of a low Price of Corn on the Profits of Stock; showing the inexpediency of Restrictions on Importation; 
with remarks on Mr. Malthus' two last Publications: “An Inquiry into the Nature and Progress of Rent;” and “The Grounds for an 
Opinion on the Policy of restricting the Importation of Foreign Corn” (London, John Murray, 1815).

5. Proposals for an Economical and Secure Currency; with Observations on the profits of the Bank of England, as they regard the 
Public and the Proprietors of Bank Stock (London, John Murray, 1816).

6. On the Principles of Political Economy and Taxation (London, John Murray, 1817, 2nd edition 1819, 3rd 1821).
7. “Funding System”, An article in the Supplement to the Fourth, Fifth and Sixth Editions of the Encyclopaedia Britannica, 1820
8. On Protection in Agriculture (London, John Murray, 1822).
9. Mr. Ricardo's Speech on Mr. Western's Motion, for a Committee to consider the Effects produced by the Resumption of Cash 

payments, delivered on the 12th of June, 1822. (London, G. Harvey, 1822).
10. Plan for the Establishment of a National Bank (London, John Murray, 1824); published as an appendix to A National Bank the 

Remedy for the Evils attendant upon our Present System of Paper Currency by Samuel Richardson (London, Pelham Richardson, 
1838).

11. The Works of David Ricardo, Esq., M.P. With a Notice of the Live and Writings of the Author, by J.R. McCulloch, (London, John 
Murray, 1826).

12. The Works and Correspondence of David Ricardo, 11 volumes, edited by Piero Sraffa with the collaboration of M.H. Dobb, 
(Cambridge, Cambridge University Press for the Royal Economic Society, 1951-1973).
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David Ricardo (1772-1823)
The now classic edition of Ricardo's works is by Piero Sraffa in collaboration 
with Maurice H. Dobb, The Works and Correspondence of David Ricardo, 
published by Cambridge University Press for the Royal Economic Society 
(1951-1973)

Vol.  1 Principles of Political Economy and Taxation
Vol.  2 Notes on Malthus
Vol.  3 Pamphlets and Papers 1809–1811
Vol.  4 Pamphlets and Papers 1815–1823
Vol.  5 Speeches and Evidence
Vol.  6 Letters 1810–1815
Vol.  7 Letters 1816–1818
Vol.  8 Letters 1819 – June 1821
Vol.  9 Letters 1821–1823
Vol. 10 Biographical Miscellany
Vol. 11 General Index

Piero Sraffa (1898-1983)

Maurice Dobb 
(1900-1976)
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David Ricardo (1772-1823)

Differential rent

Essay on Profits, 1815
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David Ricardo (1772-1823)

Essay on Profits, 1815

Differential rent and 
the first attempt at a 
theory of value

Three other 
publications on 
the same subject 
in the same year
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David Ricardo (1772-1823)

T.R. Malthus Robert Torrens Edward West
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David Ricardo (1772-1823)
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David Ricardo (1772-1823)
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David Ricardo (1772-1823)

Luigi Pasinetti, 1960. “A mathematical formulation of the Ricardian 
system”, Review of Economic Studies, 27: 78–98
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David Ricardo (1772-1823)

As the amount of land under 
cultivation increases, the rate 
of profit decreases.  After L* 
there is no profit
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David Ricardo (1772-1823)

Opposition to the Corn Laws (1815-1846) 
which prevented the importation of grain 
from abroad, benefited landowners and 
increased wages
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David Ricardo (1772-1823)

Ricardo’s first attempt at a labour theory of value. 

Let r, the rate of profit in agriculture, Y the product of agriculture in units of corn, L the number of 
workers in agriculture and w the wage in units of corn in all sectors. Define also l=L/Y, i.e., workers 
per unit of corn. Corn is the numeraire good, i.e., its price is equal to one. Then we have the profit 
rate in agriculture in terms of wages and labour per unit of corn as 

profit rate in agriculture 
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David Ricardo (1772-1823)

Use the subscript c, to denote variables in the textile industry.  Hence, let rc, the rate of profit in the 
textile industry, Yc the product of the textile industry in units of cloth, Lc the number of workers in 
the textile industry and w the wage in units of corn in all sectors. Define also lc=Lc/Yc, i.e., workers 
per unit of cloth. Let pc be the price of a unit of cloth in terms of corn. Then we have the profit rate 
in the textile industry in terms of wages and labour per unit of cloth as 

c c c c c
c

c c

p Y wL p wlr
wL wl
− −

= =

Profit rate in the textile industry
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David Ricardo (1772-1823)

1 c c
c

c

p wlwlr r
wl wl

−−
= ⇒ =

1 1 1

1

c c c c

c c
c c

wl wlp wl wl wl
wl wl

wl lwl wlp wl
wl wl l

− −   = + = + ⇒   
   

− + = = = 
 

Since the profit rate is uniform across industries we equate the profit rates in the two sectors, and after some 
simple algebraic manipulation we derive the ratio of the prices of units of cloth and corn as the ratio of labour 
in a unit of cloth divided by the labour in a unit of corn. The trick was to derive the rate of profit in 
agriculture in physical units (corn) without the need to use the value of other wage goods.
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David Ricardo (1772-1823)

Relative prices of goods are expressed by the 
ratio of labour content per unit of good

Critique of Malthus: workers' wages do not 
consist solely of corn
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David Ricardo (1772-1823)

Ricardo's attempt at a labour theory of value in 
Principles of Political Economy and Taxation 
(1817)
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David Ricardo (1772-1823)

1817 1819 1821
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David Ricardo (1772-1823)

Sraffa edition combining all 
three editions
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David Ricardo (1772-1823)

Ελληνικές μεταφράσεις

David Ricardo, Αρχές πολιτικής 
οικονομίας και φορολογίας, 
επιμέλεια-μετάφραση Νικηφόρος 
Σταματάκης,  επιμέλεια σειράς 
Μιχάλης Ψαλιδόπουλος. Αθήνα : 
Εκδόσεις Παπαζήση, 2002.

David Ricardo, Οι αρχές της 
πολιτικής οικονομίας και της 
φορολογίας : Κεφάλαια I έως VI, 
μετάφραση Θέμις Μίνογλου. - 
Αθήνα : Κριτική, 2000.

David Ricardo, Αρχαί πολιτικής 
οικονομίας και φορολογίας,  μετάφραση 
Νικ. Π. Κωνσταντινίδη, Εισαγωγή: Δ. 
Καλιτσουνάκι, Αθήνα : Εκδόσεις 
Γκοβόστη, 1995 (1938)
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David Ricardo (1772-1823)

Utility is a 
precondition but not a 
measure of value
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David Ricardo (1772-1823)

The goods he analyses are not 
scarce goods, rare paintings or 
wines, where supply and 
demand applies, but those 
goods which can be reproduced 
by labour and which are sold in 
competitive markets.
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Salvator Mundi by Leonardo da Vinci, 
1500, via Christie’s
Estimate: POR
Realized Price: USD 450,312,500
Venue & Date: Christie’s, New 
York, 15 November 2017, Lot 9B
Known Seller: Private European 
collector
Known Buyer: Mohammed bin Salman, 
Crown Prince of Saudi Arabia

20 Dollar 1933 Double Eagle (Farouk Specimen) 
- €6,446,000



73NJ Theocarakis UoA Classical Political Economy: Malthus & Ricardo

David Ricardo (1772-1823)

Labour is the foundation of 
exchange value
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David Ricardo (1772-1823)

Works of different 
types have different 
qualities, but this is 
not a problem for the 
theory
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David Ricardo (1772-1823)

The labour that is counted is not that 
of the last stage, but also that of all the 
previous stages of production and that 
which goes into the construction of 
tools, buildings, ships, etc.
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David Ricardo (1772-1823)

The time structure of production modifies the measurement of 
the relative value of goods with the labour involved because 
profit is calculated at each stage of production
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David Ricardo (1772-1823)

Take two goods which both contain 400 units of labour but at different stages of 
production. Good Y has 300 labour units at the final stage, while good X has only 100.
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David Ricardo (1772-1823)

The labour cost wLt entered at stage t, must have a profit wLt(1+r)t, i.e., 
the cost of the machinery involving labour in earlier stages must be 

( )
1

1
T

t
t

t
wL r

=

+∑

So the price of a good should be

( ) ( )0
1

1 1
T

tX X
X t

t
P wL wL r r

=

 = + + +  
∑
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David Ricardo (1772-1823)

Thus, the relative prices of two goods cannot express the relative quantities of 
labour involved, since 

( ) ( )

( ) ( )

0
1 0

0
01

1 1

1 1

T TtX X X
t t

t tX
TT

t YY YY
tt

tt

wL wL r r L
P
P LwL wL r r

= =

==

 + + +  = ≠
 + + +  

∑ ∑

∑∑

as a pure labour theory would require.
For different w and r the relative values change
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David Ricardo (1772-1823)

If we use the numerical example of goods X and Y, then for a wage equal to 1 
euro and a profit rate of 50% the prices will be respectively

Good X Good Y
rate of profit 50% rate of profit 50%
wage 1.00 € wage 1.00 €

Period Labour Units Cost of labour Cost of capital Period Labour Units Cost of labour Cost of capital

Labour units x 
wage

Cost of labour x 
(1+r)^t

Labour units x 
wage

Cost of labour 
x (1+r)^t

1 100 100.00 € 150.00 € 1 300 300.00 € 450.00 €
2 75 75.00 € 168.75 € 2 50 50.00 € 112.50 €
3 75 75.00 € 253.13 € 3 50 50.00 € 168.75 €
4 75 75.00 € 379.69 €
5 75 75.00 € 569.53 €

Labour 
Units 400 Price 1,521.09 €

Labour 
Units 400 Price 731.25 €
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David Ricardo (1772-1823)

Whereas for a wage equal to 2 euros and a profit rate of 10% the prices 
will be respectively

Good X Good Y
rate of profit 10% rate of profit 10%
wage 2.00 € wage 2.00 €

Period Labour Units Cost of labour Cost of capital Period Labour Units Cost of labour Cost of capital

Labour units x 
wage

Cost of labour x 
(1+r)^t

Labour units x 
wage

Cost of labour 
x (1+r)^t

1 100 200.00 € 220.00 € 1 300 600.00 € 660.00 €
2 75 150.00 € 181.50 € 2 50 100.00 € 121.00 €
3 75 150.00 € 199.65 € 3 50 100.00 € 133.10 €
4 75 150.00 € 219.62 €
5 75 150.00 € 241.58 €

Labour 
Units 400 Price 1,062.34 €

Labour 
Units 400 Price 914.10 €
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David Ricardo (1772-1823)

So the relative prices are 1,522.59/731.25 in the first case and 1,062.34/914.10 
in the second, while the two goods contain the same amount of labour

rate of profit 50% 10%
wage 1.00 € 2.00 €

Price of Good X 1,522.59 € 1,062.34 €
Price of Good Y 731.25 € 914.10 €
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David Ricardo (1772-1823)
Ricardo searched for an absolute measure of value that would be invariant to 
changes in the distribution between profit and wages, looking for a good that 
would reflect the average time structure of production throughout the economy

The “solution” was given in 1960 by Piero Sraffa, however, eliminating, 
however, labour from the “labour” theory of value. 

Piero Sraffa 
(1898-1983) 1960
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David Ricardo (1772-1823)

The virtues of international 
trade: England will produce 
manufactured goods and the rest 
will produce agricultural goods. 
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David Ricardo (1772-1823)

Even if Portugal is more productive 
than England in the production of 
both wine and cloth, it is still in her 
interest to export wine and import 
cloth if she has a comparative 
advantage in wine.



86NJ Theocarakis UoA Classical Political Economy: Malthus & Ricardo

David Ricardo (1772-1823)

The criticism of the theory of comparative advantage argues that in 
the long run the terms of trade are to the detriment of agriculture, so 
a specialisation in agriculture hinders the development of a country. 
Instead, countries should protect their infant industries until they 
mature.
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David Ricardo (1772-1823)

Theory of National Debt
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David Ricardo (1772-1823)

Ricardo, like most classical economists, is opposed to public borrowing to 
finance government spending. But he observed that from a purely 
theoretical point of view there is no difference whether the expenditure is 
financed through taxes, borrowing to be repaid over a certain period, or 
through bonds that will never repay the principal but will pay interest in 
perpetuity.  This analysis later became known as “Ricardian equivalence”'.

• On the Principles of Political Economy and Taxation
• [as Ε.Ε.Ε.] “Funding System”, An article in the Supplement to the Fourth, Fifth 

and Sixth Editions of the Encyclopaedia Britannica, 1820
• James Buchanan, “Barro on the Ricardian Equivalence Theorem”, Journal of 

Political Economy, 1976, 84 (2): 337-342. 
• Andrew B. Abel, “Ricardian equivalence theorem”, in J. Eatwell, M. Milgate & P. 

Newman (eds), The New Palgrave: A Dictionary of Economics, London, 
Macmillan, 1987, vol. 4: 174-179.
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End of lecture
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