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THEORIES OF RENT

 There are mainly two theories of rent

 1) Ricardian theory of rent

 2) Modern theory of rent



RICARDIAN THEORY

 Ricardo defined rent as, “that 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.” In his 
theory, rent is nothing but the producer’s 
surplus or differential gain, and it is found in 
land only. Rent is the arise due to the 
difference in the fertility of land.

 “Economic rent is the payment for the use of 
scarce natural resources”. – Jacob Oser

 डवेिड रयकाडो के अनुसाय "रगान बमूभ की उऩज का 
िह बाग है जो बमूभ स्िाभी को बमूभ की भौमरक 
तथा अविनाशी शक्ततमों के प्रमोग के मरए मरमा 
जाता है।" भाशशर के अनुसाय बमूभ तथा प्रकृतत के 
अन्म तनशुल्क उऩहायों के स्िामभत्ि के परस्िरुऩ 
जो आम प्राप्त होती हैं िह रगान होती है।



MODERN THEORY OF LAND

“The essence of the conception of rent is the conception of a surplus earned by a 
particular part of a factor of production over and above the minimum sum necessary 
to induce it to do its work”. Mrs. Joan Robinson

According to modern theory, rent arises due to scarcity of land. Supply of other 
factors like labour, capital etc. can also be scare in relation to demand. Therefore, 
income earned by these factors in excess of their minimum income is called economic 
rent.

Prof. Wieser divided factors of production into two parts viz.; specific factors and 
nonspecific factors



“

”

Economic rent many be defined as any payment to a factor of 

production which is excess of the minimum amount necessary to 

keep the factor in its present occupation

-Boulding



RENT=Actual earning-Transfer earnings

“Rent is the difference between actual payment to a factor 

and its supply price or transfer earnings.” – Hibdon



According to modern theory

 According to modern economists, economic rent is that income which 

any factor of production like land , labour ,capital ,etc. Earn over and 

above its supply price. Supply price means the minimum earning or 

transfer earning earned by a factor of production in it existing 

occupation. In other words ,transfer earning is that minimum earning 

that prevents a factor of production from transfering itself to another 

occupation . Rent is a surplus that arises due to difference between 

transfer earning and actual earning.



Perfectly elastic supply

In case of perfectly elastic 

supply the rent will be zero 

.Here OMPS= zero 

Rent=Transfer earning, Rent can 

be the part of the income of 

every factor of production. But  

these factor will earn rent only 

when their supply become less 

than perfectly elastic.



मदद ऩूतत श ऩूणशतमा रोचदाय हो तो साधन की संऩूणश आम 
हस्तांतयण आम होगी तमोंकक साधन की आम से जया सी 
बी कभी होने ऩय िह इस उद्मोग को छोड़कय अन्म 
उद्मोग भें चरा जाएगा औय उस उद्मोग भें साधन की 
ऩूतत श शुन्म यह जाएगी।इसे चचत्र के भाध्मभ से सभझा जा 
सकता है S S ऩूणशतमा रोचदाय ऩूतत श िक्र है जो भांग की 
िक्र DD को P बफदं ुऩय कटता है साधन का भूल्म O S 

तनधाशरयत होता है तथा साधन की कुर आम OMPS  है , 
O S से कभ भलू्म देने ऩय साधन की एक बी इकाई 
उऩरब्ध नह ं होगी, महां हस्तातंयण औय िास्तविक आम 
के फयाफय होने के कायण साधन को बफल्कुर बी रगान 
प्राप्त नह ं होता है।



Perfectly inelastic supply

In case of perfectly 

inelastic supply whole 

income will be rent as 

shown in picture. Actual 

earning =OSER and 

transfer earning is zero so 

whole earning will be 

equal to rent.

 



मदद साधन की ऩूतत श ऩूणशतमा फेरोचदाय हो तो साधन की सऩूंणश आम 
रगान होगी तमोंकक उसकी हस्तातंयण आम शून्म हैं। इससे येखा चचत्र 
के भाध्मभ से सभझा जा सकता है एस एस साधन की ऩूणशतमा 
फेरोचदाय ऩूतत श QS िक्र है तथा मह DD भांग िक्र को E बफदं ुऩय एक 
दसूये को काटती है अत् OR साधन का भूल्म तम हो जाता है महा ं
िास्तविक आम आमात ओ OSER के सभान है तथा हस्तातंयण आम 
शून्म है इसीमरए साय  िास्तविक आम रगान है।



Less elastic supply

In case of less elastic supply that 

part of income will be rent which 

is in excess of transfer earning as 

shown the area of SNP and it is 

difference between OGNP (Actual 
earning )-OGNS(Transfer earning) 
साधन की ऩूतत श कभ रोचदाय होने ऩय 
उनकी आम का कुछ बाग रगान 
होता है येखा चचत्र के अनुसाय SS ऩूतत श 
िक्र है तथा DD भांग िक्र जो एक 
दसूये को N बफदं ुऩय काटती है ।



FEATURES OF MODERN THEORY OF RENT 

.  Amount of rent depends upon the difference between actual earning 

and transfer earning.

Rent arises when the supply of the factor is either perfectly inelastic or 

less elastic .

On the other hand no rent arise when the supply of the factor is 

perfectly elastic.



इस प्रकाय रगान का आधुतनक मसद्ातं रयकाडो के मसद्ांत से अचधक अच्छा 
है तमोंकक महा ंरगान की धायणा का िजै्ञातनक ढंग से अध्ममन कयता है। 
रयकाडो का मसद्ांत तो केिर मह फताता है कक घदटमा िस्तु की तुरना भें 
अच्छी िस्तु का भूल्म ऊंचा होता है । ऩयंतु आधुतनक मसद्ातं फताता है कक 
रगान िस्तु की अच्छा होने के कायण नह ं फक्ल्क विशेषता तथा स्िल्ऩता 
के गुण के कायण मभरता है।




