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LATEST RATE OF PROFIT FOR THE USA. 

This short article has been written due to the recent availability in the United States of Produced Assets for 2014 
(BEA). In previous postings Table 5.10 was used for constant capital. It is still being updated. Instead we have 
aggregated net assets for individual industries which has become available. Whereas Table 5.10 contains a series 
of adjustments these figures do not. Hence there are discrepancies. For example these figures show 2012 to be 
the high point for the US rate of profit.  This article will form part of a larger research piece that will include a 
new rate of profit based on 5.10 and which seeks to address two pivotal questions: Are we at the end of the long 
wave of expansion or simply the business cycle within such a wave? In other words do we stand on the cusp of 
an extended period of contraction or a short sharp recession? Secondly how does the movement of the rate of 
profit works its way through all the intermediate connections to impose its will on the economy? In other words 
what are the counter-vailing factors that have to be addressed? 

The Rate of Profit versus the Rate of Return. 

This rate of profit is different to the rate of return which the various national statistic departments formulate. 
The rate of return omits variable capital as it was not obtainable until we developed the formula to convert 
annual wages into variable capital recently. The rate of return therefore tends to be higher than the actual rate 
of profit. The rate of profit is therefore based on the following formula: 
 

 
____________Pre-tax profit (all private industry)_________ 
Equipment + structures + I.P. + inventories + variable capital 

(where I.P. stands for Intellectual Property) 

 

Graph 1, below, shows that the high point for the rate of profit occurred in 2012 not 1997 as is often supposed. 
In fact the 2012 peak would be even higher if we adjust for the top 1% or 5% of wage remuneration which 
properly belongs in profits rather than wages given that directors and officers of corporations are included in 
wage remuneration. The rise in inequality or what is the same thing, the increase in the share of total wages of 
the top 1%, means that profits would have grown faster had their share of wages remained constant. If we factor 
this in, and some argue we should, then 2012 marks the highest point in the rate of profit since WW2! 

Graph 1. 

 
                   1987  88    89   90    91   92   93   94   95    96    97   98   99  2000 01   02    03   04   05   06    07   08   09  2010 11   12   13    14 
SOURCES: BEA Table 1.12 for pre-tax profits, gross surplus and remuneration for workers. Current-Cost Net Capital Stock of 
Private Non-residential Fixed Assets Tables for equipment, structures and I.P. Table 5.10 for inventories. Tables 87SIC and 
72SIC for Value added and Gross Output needed to convert annual wages to variable capital. 

The second point to note is that the rate of profit has declined each year since 2012. On current trends it is due 
to fall even faster this year to between 7.0% and 7.25% which implies a fall of at least ten percent bringing it back 
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into line with 1997 and 2007. It is important to note that the rate of profit implies an average rate of profit. In 
the US, some industries were still enjoying a rise in profitability 2014, though their number is now declining and 
by year-end could be reduced to insignificance. The main fall in profitability is mining (oil and gas) and those 
industries most dependent on foreign markets. 

The final point to make is most important. This author has argued that the banking crisis (2008) was a structural 
rather than a fundamental crisis for capitalism. It represented the tectonic shift in the plates of industrial and 
financial capital. Simply put, the banks were forced into the retail sector, mortgages etc, by the loss of their 
biggest customer, the giant corporations, who had now become cash rich and no longer depended on the banks. 
Financial capital had become subordinated to industrial capital structurally and the role of the banks reduced. 

The fact that the rate of profit could have bounced back so quickly between 2009 and 2012 is proof of this. Hence 
what took place was a crisis of circulation due to the shattering of the chain of credit following the Lehman 
Brothers debacle. As circulation froze, so the turnover periods of capital elongated as the next graph shows. 

This would have depressed the rate of profit, as the rate is calculated annually, and where there are fewer 
turnovers of capital, the period during which profits are produced, so the annual rate fell. A simple example will 
show this to be true. Let us assume that a capital of $20 billion turns over 4 times a year. If $1 billion of profit is 
produced each time then annual profits amount to $4bn. If next year, the periods are reduced from four to three, 
then only $3 billion of profit will be produced. 

The amount of capital however remains unchanged as the same amount of capital is used to finance each period 
of production. What is paid in is received back. It simply turns over. The only addition is the profit produced each 
time. So when we say $20 billion of capital is invested, what is received back is $20 billion plus $1 billion of profit 
each time. So the capital remains the same but the profit increases by the number of turnovers. In our case the 
rate of profit in year one would be $4bn/$20bn or 20% versus $3bn/$20bn or 15% in year two. 

In the graph below taken from a posting on this website entitled The Formula Revisited we plot the turnover 
times for capital in manufacturing.  It is the same formula used to convert annual wages into variable capital. The 
formula is: 

GO   +   (GO – GV) 
GV      GV 

 

Where GO stands for Gross Output and GV for Gross Value derived from the BEA interactive tables - GDP by 
Industry. We note how the turnover periods per year fall sharply in 2009 before bouncing back. It was this 
reduction in turnovers that was responsible for the fall in the rate of profit in 2008/9 rather than changes in 
production itself. What is happening now is different. It is no longer a crisis of circulation but of production. 

Graph 2. 
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We turn to the next graph for an additional observation. After 2009 there was a sharp fall in the rate 
of interest. It had the effect of boosting profits. Interest is a deduction from profits. Less interest means 
more profits for enterprises. That is why the rate of profit in our first graph in 2012 exceeds that of 
2006, because the capitalists enjoyed much lower rates of interest in 2012. 
 
If we now redirect our attention to Graph 3 below we find that 2005 and 2006 exceeds 2012. (In 
addition the post 2012 period is relatively less raised compared to 1997 as well)  This graph plots the 
gross surplus rather than pre-tax profits against capital. The Gross Surplus is the balance obtained 
when subtracting Total Wages from National Income (Table 1.12 Private Industry) 
 

Graph 3. 
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If we now look at pre-tax profits as a share of gross surplus, we find it rises from an average of 23% in 
2005/7 to 28% in 2012 and it is this phenomena which accounts for the rise in the rate of profit in 
2012. What these graphs cannot show is the effect on individual corporate profits as it looks at private 
industry as a whole. What abnormally low interest rates encourage is the conversion of equity into 
debt. This has the effect of reducing the capital over which profits are measured by the amount of the 
debt and as a result the rate of enterprise profit increases. Marx cites the conversion of capital into 
debt as one of the counter-vailing factors acting against the fall in the rate of profit. 

One final point to consider before we conclude is productivity, especially TFP (total factor productivity). 
Unlike many analysts, this writer places great store in it (not because capital is productive, only labour 
is) but because it alone captures total productivity increases. Its stagnation since 2007 is expressed by 
the reduced peak in the total surplus in 2012 compared to 2006/7. An increase in real productivity is 
usually expressed in a rising rate of gross surplus unless of course workers claw back some of this 
increased productivity. This has not happened. Instead the surplus is slightly reduced and therefore 
the increase in total profits is dependent on increased employment. 

Clearly this is unsustainable. US capitalism is hooked on low interest rates for the preservation of its 
profitability. In addition, should interest rates rise, which is unlikely, then the debt added since 2010 
will add to the deductions from profits. The US model of squeezing wages to produce profits in the 
absence of productivity growth is unsustainable. Doubly so in a period of deflation. 

The world economy which was sputtering is now beginning to seize up. With China adding to the pool 
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of unspent capital, reproduction is increasingly breaking down. As prices fall it is becoming increasingly 
difficult for corporations to convert unpaid labour into profits. The outlook for profits deteriorates 
around the world, and with it the engine of capitalist production. We will look more closely at this in 
the next major posting which will include profits produced in the 3rd quarter internationally. 

We conclude on Marx’s famous quote from Book 3: “As long as everything goes well, competition acts, 
as is always the case when the general rate of profit is settled, as a practical freemasonry of the 
capitalist class, so they all share in the common booty in proportion to the size of the portion that each 
puts in. But as soon as it is no longer a division of profits, but rather of loss, each seeks as far as he can 
to restrict his share of the loss by passing it on to someone else….(it) now becomes a question of 
strength and cunning, and competition now becomes the struggle of enemy brothers.” (Chapter 15, 
page 361/2 Penguin edition of Das Kapital) 

To which we may add, latent within capitalism is war. We are now entering into the realm of the passing 
on or the avoiding of losses. Currency wars is just one such aspect. As profits dwindle and losses 
accumulate, competition intensifies and war beckons. In the end, war is merely the militarisation of 
the competition which emerges from the capitalist ownership of the means of production and its 
resulting crisis. Ending capitalist private ownership ends competition and through its end, war is finally 
negated. 

Brian Green October 2015 

 


