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means a revolutionary theory may become a status quo
theory.

But there are also two important revolutionary tasks:

(ii1) Revolutionary negation—taking counter-revolutionary
theory and exposing it for what if really is.

(iv) Revolutionary reformulation—taking status quo or counter-
revolutionary formulations, setting them into motion or
providing them with real content, and using them to
identify real choices immanent in the present.

These tasks can be pursued and these dangers can be
avoided only if the counter-revolutionary posture of the
organized pursuit of knowledge (and in particular disci-
plinary division) is recognized and reality is confronted

directly.
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Chapter 5

Use Value, Exchange V alue and
the Theory of Urban Land Use

“T!le word VALUE, it is to be observed, has two different
meanings, and sometimes expresses the utility of some partic-
ular object, and sometimes the power of purchasing other
goods which the possession of that object conveys. The one
may be called ‘value in use’, the other, ‘value in exchange’
The things which have the greatest value in use have frequentl);
little or no value in exchange; and on the contrary, those which
have t.hc greatest value in exchange have frequently little or no
value in use.” (Adam Smith, The Wealth of Nations, 1776, 28.)

The (%i.stinction between use value and exchange value was a
prevallmg source of concern for the political economists of the
nineteenth century. It provides the starting point for Ricardo’s
Principles of Political Economy and Taxation as well as for Marx’s
Capital. Jevons (1871, 128-44) set out to clarify what he correct-
ly }?crccwed as certain ambiguities and 1nconsistencies in both
Smith’s and Ricardo’s discussions on the matter, but in the
process he eliminated many of the interesting and socially rele-
vant issues which attached to it. He equated use value to “total
utility” and exchange value to “the ratio of exchange”. The
latter then was related to the former via a formal definition—
a definition which Jevons regarded as the “keystone” for all
economic thought:

“The ratio of exchange of any two commodities will be the
reciprocal of the ratio of the final degrees of utility of the quan-
tiies of commodity available for consumption after the

. exchange is completed.”

And so Jevons transformed political economy into economics

o “{ith its emphasis on sophisticated theoretical devices for mar-
~ gnal analysis. These sophisticated devices, insightful as they
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may prove in certain respects, turn out to be weak tools for
handling some of the important and relevant problems posed
in classical political economy. Consequently, these problems
have the awkward habit of arising again in new guises. They
permeate much of welfare economics and take on quite specific
form in arguments over the specification of social welfare, the
provision of public goods, the nature of consumers’ and pro-
ducers’ surpluses, the nature and appropriate measure of capi-
tal, etc. They also arise in the policy arena. It is evident, for
example, that the social concept of need and the economic
concept of demand are two quite different things and that they
exist in a peculiar relationship to each other. Itseems relevant,
therefore, to resurrect the distinction between use value and
exchange value in its original form and to enquire whether the
classical debate can provide any enlightenment with respect
to contemporary urban problems.

Marx made several significant contributions to the classical
debate. These contributions effectively resolve the ambiguities
found in the discussions by Smith and Ricardo, but indicate a
path for economic analysis quite different from that laid out by
Jevons. Part of the difficulty posed by Marx’s analysis lies in
his highly original way of using words. Ollman (1971) has
recently provided a detailed discussion on this topic. The
difficulty arises because Marx uses words in a relational and
dialectical way. Use value and exchange have no meaning in
and of themselves. They do not refer, as they appear to in
other discussions of the time, to two fixed but separate scaling
systems (possessing universal attributes) which either “exist”
in some a prior: Kantian sense or can be discovered through an
empirical investigation of human behaviour. For Marx, they
take on meaning (come into existence if you will) through their
relationship to each other (and to other concepts) and through
their relationship to the situations and circumstances under
discussion (Ollman, 1971, 179-89). The term “use value” can
thus be applied to all manner of objects, activities and events in

particular social and natural settings. It can refer to religious
ideology, social institutions, work, language, commuodities,
recreation, and so on. It is even reasonable to consider the use
value of the concept “use value’’—indeed, this is what this essay

is partly about.
Marx paid greatest attention to the meaning of use value and
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exchange value in capitalist society. In both the openin
chapters of Capital and in A Contribution to the Critique of Ig)liticagl
Econom_y he details the meaning of these concepts in the capital
ist context. In the latter work (which we will draw upon ﬁerc)-
Marx begins by accepting the proposition that every commod-
ity has a two-fold aspect in bourgeois capitalist society—us
value and exchange value. He then asserts that “a useyvaluz
h.as v,alue only in use and is realized in the process of consump-
tion.”” Use values consequently “serve directly as means gf
cxxster:.lcc.” Employed in this manner, however, “use value as
such ,l’lCS outside the sphere of investigation of ’political econ
omy.” Marx then goes on to consider exchange value. This, h;
suggests, at-ﬁrst sight appears as a “quantitative relation ,th
proportion in which use values are exchanged for each ot},xer ,
But, in the manner typical of Marx, he then goes on to cnqui;c
as to the forces that yield up exchange value in capitalist
society. He concludes that the creation of exchangepvalu
resides in the social process of applying socially necessary labou:
to.objects of nature to yield up material objects (commaodities)
suitable for consumption (use) by man. Marx then brings us
va!u? and e?tchange value into a relationship with each gthere
It is interesting to contrast this method with that of Jevons whc;
ap(].:caled to the marginalist assumption. Marx writes:

So far, two aspects of the commodity—use value.and ex-
change valuej—have been examined, but each one separatel
The commodity, however, is the direct unity of use value an):i
?xchange value, and at the same time it is 2 commodi 1
in re'lz}tlop to other commodities. The exchange process otf)',corl ¢
mOdltltj,S is the real relation that exists between them Th;)sn}-
the social process which is carried on by individuals ir'ldc en(;S
ently of one another, but they take part in it only as commI:)di ;
owners. . . . The commodity is a use value, but as a commodity
it is §1rpultancously not a use value. It would not be a comm(t)y
dity if it were a use value for its owner, that is, a direct means f .
the satisfaction of his own needs. For its own,er it is on the (fogr
trary a non-use value, that is merely the physical deposito .i.'
cxc.hange Yalue or simply a means of exchange. Use value allz ;
active carrier of exchange value becomes a means of cxchangaen

: ‘. T . . .
he commodity is a use value for its owner only so far as it is

an exchange value. The commodity therefore has still to

: ‘: be
~ become a use value . . . a use value for others. Since it is not
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a use value to its owner, it must be a use value to other owners
of commodities. If this is not the case, then the labour expended
on it was useless labour and the result accordingly is not a com-
modity. . . . To become a use value, the commodity must en-
counter the particular need which it can satisfy. Thus the use
values of commodities become use values by a mutual exchange
of places: they pass from the hands of those for whom they were
means of exchange into the hands of those for whom they serve
as consumer goods. Only as a result of the universal alienation
of commodities does the labour contained in them become use-
ful labour. . .. To become use values commodities must be
altogether alienated; they must enter into the exchange pro-
cess; exchange however is concerned merely with their aspect
as exchange values. Hence, only by being realized as exchange
values can they be realized as use values.” (4 Contribution to the
Critique of Political Economy, 41-3.)
Marx’s technique here is to bring use value and exchange value
into a dialectical relationship with each other through the form
they assume in the commodity. The commodity also expresses
a set of social relationships. The “universal alienation” of
which Marx writes is explained in greater detail in The Econo-
mic and Philosophic Manuscripts of 1844 (pp. 106-19). Marx there
argues that human beings have, through history, become pro-
gressively more alienated (1) from the product of labour (from
the world of objects and from nature), (2) from the activity of
production (as control is lost over the means of production),
(3) from their own inherent “‘species being” (which stems from
the sense in which human beings are a part of nature and there-
fore have a human nature) and (4) from each other (as each
individual assumes an identity and is forced to compete rather
than to cooperate with others). These aspects of “universal
alienation” are all present in the commodity. The commodity
as a simple object or “thing in itself” is replaced in Marx’s
analysis by the commodity as an expression of innumerable
social relationships which, through a simple changing of hands,
can undergo a radical transformation of meaning. The “com-
modity” subsumes within itself everything else that is happen-
ing in the social situation in which it is produced and con-
sumed. It is in this dialectical and relational style of analysis
that Marx parts company from traditional analyses. There is
undoubtedly both resistance to and resentment at this mode of
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apgroach: Joan Robinson (quoted by Ollman, 1971, 188) com-
plams,. for example, at “Hegel putting his nose between me
and Ricardo.” But a careful reading of the above passage sug-
gests that Marx’s formulation is not unreasonable. It yiclgs
more adequate insights in certain respects than does the strate-
gem dcv1seq by Jevons. The latter supposes two separate value
systems which can be brought into a functional relationshi
v»:xth eagh other by a theoretical device. This supposition hal:
yielded 1mportant results (particularly in marginalist economic
theory), but in the context of use value and exchange value it
has led economic theory into either somewhat arid discussions
on the mathematical properties of utility functions or into
rchaf:ce on thf: rather unrevealing notion of “revealed prefer-
ence” which simply allows that people behave in the way the
behave. Geographers, planners and sociologists, on the othez"
hand, hafvc treated of commodities in their usc’ value aspects
only or, if thcx sought for analytical enlightenment, have bor-
rowe.d unquestioningly from the marginal analytics., Use value
prov1d.cs the conceptual underpinning of traditional geo-
graphical and sociological treatments of land-use problegms
but it is used in such a way that land-use studies lie “outside o;‘
the .spherc of .invcstigation of political economy”. The Marxist
dcv*cc for bpnging use value and exchange value into a dia-
!ectlcal relationship with each other demands consideration for
it 9ﬁ'crs the dual prospect of breathing new life into geogra-
phical and sociological studies of land use, and of buildirf;gr a
bridge between spatial and economic approaches to urban
land-use problems. The latter prospect may be as beneficial to
contemporary economics as it is to contemporary spatial analysis.

THE USE VALUE AND EXCHANGE VALUE OF LAND AND
IMPROVEMENTS

Lan.d a:nd the improvements thereon are, in the contempor
capitalist economy, commodities. But land and improvfr?x;l?;
are not ordinary commodities: thus the concepts of use value
and e.xchange value take on their meaning in a rather special
Situation. Six features require particular attention. d

(i) Land and improvements cannot be moved around at
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will and this differentiates them from other com'modines such
as wheat, automobiles, and the like. La:nd and unprovcmcnlts
have a fixed location. Absolute location confers monopoly
privileges upon the person who has the x:lghts to determine use
at that location. It is an important attribute of physical space
that no two people or things can occupy ex.actly the same loca-
tion and this principle when m;ﬂtugonahzed as pnvlatedpro-
perty, has very important ramifications for urban axix -use
theory and for the meaning of value in use and value in

exchange.

(ii) Land and improvements are co'mmo.dities which no
individual can do without. I cannot exist without occupying
space; I cannot work without occupying 2 location a:nd m.akmg
use of material objects located there; a.nd I cannot !we without
a dwelling of some sort. It is impossxblfa to do without some
quantity of these commodities _and this places strong con-
straints upon consumer choice with respect to them.

(iii) Land and improvements cl.xange hand§ rclatively mfr;a-
quently. In certain types of business operation _(parucular y
when heavy fixed capital investment 1s mvolv-ed), in the la):?t
of many public facilities (roads, sc':hools, }}ospltals, etc.), and in
stable sectors of the owner-occupier 'housmg market, land and
improvements take on the commodity form very mfrcqucntl};
even though they are constantly in use. In thf: rental sector o
the housing market, in unstable owner-occupied areas, and in
the retail sector, land and improvements take on'thc com-
modity form much more frequently. The_dxalcctxcal interpene-
tration of use value and exchange value in commodity form is
not manifest to the same degree nor does it occur with the same
frequency in all sections of the urban economy.

(iv) Land is something permanent and the hfe-expectancy
of improvements is often considerable. Land and improve-
ments, and the rights of use attached to them, t!xe.rcfore provide
the opportunity to store wealth (both .for md‘1v1duals and l:'or
society). Many capital goods have this quality to_them, ut
land and structures have historically been Fhe smg}e most
important repository of stored assets. Land is .pecuhar in a
separate respect, however, for it does not require upkeep 1n
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order to continue its potential for use; there is, as Ricardo
pointed out, something “‘original and indestructible” about it.
It is therefore difficult to analyse current land-use patterns
without taking this feature into account. In a capitalist
economy an individual has a dual interest in property both as
current and future use value and as potential or actual exchange
value both now and in the future.

(v) Market exchange occurs at an instant in time, but use
extends over a period of time. This aspect of the commodity
is not unique to land and improvements, but the ratio of fre-
quency of exchange to duration of use is peculiarly low. Con-
sumption rights for a relatively long period of time are purchased
by a large outlay at one point in time. Consequently, financial
institutions must play a very important role in the functioning
of the market for urban land and property in a capitalist
economy.

(vi) Land and improvements have numerous different uses
which are not mutually exclusive for the user. A house, for

example, can be used in many different ways simultaneously.
It provides

shelter

a quantity of space for exclusive use by the occupants

privacy

a relative location which is accessible to work places,

retail opportunities, social services, family and friends, and

so on (and this includes the possibility for place of work
etc., to be actually in the house)

5 arelative location which is proximate to sources of pollu-
tion, areas of congestion, sources of crime and hazard,
people viewed with distaste, and so on

6 a neighbourhood location that has physical, social and
symbolic (status) characteristics

7 a means for storing and enhancing wealth.

w00 N o~

All of these uses, when taken together, constitute the use value
of the house for the occupant(s). This use value is not the same
for all people in comparable dwellings, nor is it constant over
time for the same person in the same dwelling. Swinging
singles, young married couples with children, old retired

Ten



Socialist Formulations

people, sick people, sports buffs and gardeners, all have
different needs and consume different aspects of housing in
different quantities in their daily lives. Each individual and
group will determine use value differently. It is only when the
characteristics of people are brought together with the charac-
teristics of housing that use value takes on its real meaning.
Use values reflect a mix of social needs and requirements,
personal idiosyncracies, cultural habits, life-style habits, and
the like, which is not to say that they are arbitrarily established
through “pure” consumer sovereignty. But use values are
basically formed with respect to what might be called the “life
support system” of the individual. Use value, conceived of in
this everyday sense, “lies outside of the sphere of political
economy”. It is essential to grasp how this life support system
works. But no matter how sophisticated our understanding of
it, we cannot generate an adequate theory of urban land use
out of it. For this to emerge we must focus attention on those
catalytic moments in the urban land-use decision process when
use value and exchange value collide to make commodities out
of the land and the improvements thereon. At these moments
decisions concerning the allocation of activities and resources
to land are made. And it is particularly important to an under-
standing of what happens at those moments to bear in mind the
very special characteristics of both land and the improvements

with which that land is blessed.

URBAN LAND-USE THEORY

Contemporary urban land-use theory is in a peculiar state.
Analysis typically concentrates either on use value characteris-
tics (through the study of the life-support system) or on exchange
value characteristics (the market exchange system), but there
is little or no conception as to how the two may be related to
each other.

Geographers and sociologists, for example, have evolved a
variety of land-use theories which focus on patterns of use. The
concentric zone, multiple nuclei and sectoral “theories” are
nothing more than generalized descriptions of patterns of use
in the urban space economy. The tradition of research in fac-
torial ecology attempts the same thing with much greater
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soph1stica'tion (and some enlightenment), while the work of
otl-ler socxologi§ts such as Gans (1970) and Suttles (1968)
bnr}gs. a certain amount of realism to the somewhat arid
statptmal summaries of factorial ecology. Various other
devices exist for generalizing statistically about the macro-
patterns of .urban land use. The negative exponential “model”
of population-density (and land-rent) decline with distance
frorr.x the urban centre has been investigated in some detail

Va..nous models out of the social physics tradition—of which.
Wilson’s (1970) formulations are surely the most sophisticated
to datc—.have also been used to characterize the macro-
characteristics of activities and uses in the urban system. All
these formulations, however, amount to sophisticated analyses
of patterns of use which differ in degree, but not in kind, to
tho.se. expressed in a land-use map or in a description of d;ily
activity as it unfolds in the life-support system that is the
city. A great deal can be gained by such descriptions. But
studies such as this cannot yield up a theory of urban land
use.

BX way f’f contrast, land-use theories generated out of neo-
leassmal.mlcro-cconomics focus upon exchange value, although
in so doing they appeal explicitly to the strategy pioneered by
Jevons through which use value (utility) is equated to exchange
value at the margin. Alonso (1964), Beckmann (196g), Mills
(1967;. 1969) and Muth (1969) presume utility-maxi;nizing
bc.ha.vxour on the part of individuals. In the housing market
this is taken to mean that individuals trade off the quantity of
housing (usually conceived of as space), accessibility (usually
cost of transport to place of employment), and the need for all
otl'{er goods and services, within an overall budget constraint
It is presumed that consumers are indifferent with respect t(;
certain combinations of space and accessibility. It is also
presumed that individuals bid for housing at a location u
until the point.; where the extra amount of “satisfaction”’ gaineg
from a move is exactly equal to the marginal utility of laying
out an extra quantity of money. From this conceptualization
It s possible to derive equilibrium conditions in the urban
housing market—conditions which are held to be Pareto opti-

- mal. This process can be modelled in a variety of ways. Her-

bert and Stevens (196 i i
g . 960) formulate it as a programming proble
In which households seek their best “residential b%u?dle” g}
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goods out of a general market basket of all goods subject
to cost and budget constraints. Muth (1969) provides partic-
ularly sophisticated formulations in which he attempts to
bring together analyses of the production of housing, the
allocation of existing housing stock, the allocation of land to
uses, and utility-maximizing behaviour on the part of individual
consumers with different income characteristics and diverse
preferences for housing. Other writers have examined the
competition for space and location among different uses (com-
mercial, industrial, residential, etc.).

It is tempting to view this corpus of urban land-use theory as
providing an adequate framework for analysing the market
forces shaping urban land use. Unfortunately these theories
abstract from questions of use value and do as little to bring
use and exchange value together as do the formulations of
geographers and sociologists, who start with use value as their
basic consideration. The fact that utility-maximizing models
contain a crude assumption concerning the relationship
between use value and exchange value should not deceive us
into thinking that real problems have been resolved. This is
not to condemn the models derived out of micro-economics as
useless. They shed light on the exchange value aspect of urban
land-use theory in much the same way that geographers and
sociologists have shed light on the use value aspects. But an
adequate urban land-use theory requires a synthesis of both
these two aspects in such a way that we grasp the social process
of commodity exchange in the sense that Marx conceived of it.
This theory will not be easy to construct, particularly in view
of the peculiar qualities of land and improvements and the
diverse uses to which these may be put.

MICRO-ECONOMIC URBAN LAND-USE THEORY

A critical appraisal of the micro-economic approach will help
us to identify what the problem is. Kirwan and Martin (1971)
have recently reviewed the contribution of this approach to
our understanding of residential land uses, and for the sake of
brevity I will concentrate on this aspect of urban land-use
theory. It should be evident that my remarks can in principle
be generalized to all other aspects of urban land use.
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The assumptions typically built into the micro-economic
approach are obviously unrealistic, and are generally admitted
to be so. But then this is true of all micro-economic models of
this sort. T'he question is, how and to what degree is the general
conceptualization unrealistic? We can start to answer this b
comparing the general nature of the results with the reality wZ
are seeking to understand. The remarkable fact here is that
althoug?x the theories derived analytically out of the micro-
economic framework cannot be regarded as “true” in the sense
that they have been subjected to rigorous empirical testin
these thcqries of urban land use (although normative) yiclg;
rf:sults which are not too much at variance with the realities of
city structure. Put another way, the case for regarding them
as empirically relevant devices may not have been proved, but
it has not been disproved either. These theories may thl;S be
r.egarded as perhaps not unreasonable general characteriza-
tions of the forces shaping urban land use. There are, how-
ever, grounds upon which this interim conclusion n;a be
criticized : we will now explore them. 4

There are numerous and diverse actors in the housing market
and each group has a distinctive way of determining use value
and exghangc value. Let us consider the perspective of each of
the main groups operating in the housing market.

(x)_ The occupiers of housing consume the various facets of
housing according to their desires and needs. The use value of
the house is determined by the coming together of a personal
or household situation and a particular house in a particular
location. Owner-occupiers are basically concerned with use
ya.lucs.and act accordingly. But, insofar as the house has a use
In storing equity, exchange value may become a consideration
We may ﬁx_our house up so that we can use it better, or we ma);
modlfy it thh an idea of increasing its exchange valt’lc. Owner-
occupiers typically become concerned with exchange value at
two points—at the time of purchase and when major repairs
force t}.xcm to look to their budget constraints. Renters (and
other kinds of tenant) are in a rather different position in that
use value provides only limited rationale for action when ex-
change value goes to the landlord. But all occupiers of housing

h . -
ave a similar concern—to procure use values through laying
out exchange value.
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