
REPLY TO DOUGHNEY OR PLAYING WITH FIGURES. 

In a comment on Michael Roberts’ blog I was unacceptably rude to comrade Doughney and 

his article entitled: “Abstraction, profit and the declining profit rate in Marx’s political 

economy”. I would like to apologise to him and Michael Roberts who hosted my comment, for 

my frustrated outburst. This paper explains the limitation of mathematical constructs and 

counter-poses real world confirmation of Marx’s insights into the capitalist economy. If I had 

a second chance to enter the room, this is the door I would have used. 

The turnover of capital is pivotal to Marx and Engels thinking. The one year rule is not arbitrary, 

something abstract, it is concrete, it is the convention used by every capitalist corporation or firm or 

partnership or sole proprietor or tax agency. The capitalist period is a financial year based on the 

calendar year often with a set end date, say April 5th in the UK. Marx and Engels never lost sight of the 

fact that the production process or the circulation process hardly ever coincided with a calendar year. 

However, if the capitalist financial year is 12 months, then the rate of profit is best expressed as a 

financial year so that the rate of profit can be compared between industries each with differing 

production and circulation times based on different technical and geographical requirements. 

Marx always criticised those who took the consumption of capital to be 100% because this would 

imply that unequal capitals had the same cycles, used up the same amount of capital within that cycle, 

which is of course unworldly. Built into Marx’s considerations is the background recognition that in 

the real world, where different capitals have different rhythms, the one year rule renders them 

commensurate. 

Now let us turn to Doughney’s figures and override our objections to his use of only two departments 

of production where department 1 comprises the surplus product. Marx chose three departments for 

good reason but we will set this aside. As we are discussing turnovers let us jump to his first equation 

set in numbers derived from Engels insight into the cotton industry. 

489.4𝑠 x 8.5𝑛             =   4159.9    =    r.o.p. of 33% 
12,182.0𝑐+318.0𝑣            12500 
 
Now let us assume together with Doughney that turnovers increase by 10% from 8.5 to 9.3 p.a. 
What effect does this have on the rate of profit?  
 
489.4s x 9.3                =      4551.4   =   36.5% 
12,182.0c+290v                12472 
 
We note firstly that the rate of exploitation, the single period turnover, has increased from 1.54 to 
1.69. More importantly, we note that annual surplus value has increased by 10% to 4551.4 while 
variable capital is simultaneously reduced to 290 as fewer days of wages are needed to pay the same 
number of workers their unchanged daily rate. However, this is a forced abstraction, a one side model, 
the kind Doughney objects to so vociferously. In reality in order to increase the circulation time 
constant capital needs to be increased. This does not apply to circulating constant capital: materials, 
power, components etc as the same quantity are used up in each cycle whose duration is now 
reduced. However the same cannot be said for Fixed Capital. More equipment may be needed to 
speed up production and extra vehicles needed to carry the increased output. Hence the c will rise as 
will total depreciation though this may be reduced per commodity because of the increased output. 
 
How much can c rise by. Clearly if c rises by an amount which cancels out the benefit of the reduction 
in variable capital, that investment will not take price. The capitalists call this marginal cost 
considerations. Simply put cost prices will fall when the saving in wages per unit exceeds the additional 



costs needed to produce it. But if we left it here we would be doing Marx a disservice. Marx is 
emphatic, an investment will take place not because the cost price is reduced but because it is reduced 
by an amount sufficient to raise the rate of profit. In our case the investment needed to increase 
turnover times has to yield a rate of profit that exceeds 33%. It will lie somewhere between 33% and 
its upper limit of 36.5% assuming wages remain unchanged. Where exactly is a matter of indifference 
because we have exhausted the limit Doughney’s examples.  
 
What is now required is to look at the real world. The data contained in the table below is not some 
mathematical construct, it is concrete, a numerical representation of the balance of class forces, the 
level of investment, the opening up of China and the technical revolutions that have so favoured the 
capitalist class over the last 28 years. Only real life in all its complexity, diversity and movement can 
confirm whether or not Marx’s tendency for the rate of profit to fall in the long run is correct or not. 
And this table confirms that Marx was right both in his observation and the formulation of this law 
 
Why? 
 

MANUFACTURING    
Description 1987 2014 Increase 

Total Capital $1698.7bn $4520.8bn 266% 
Constant Capital $1572.6bn $4340.2bn 276% 
Surplus/Compensation 53.5% 138.1% 258% 
Rate of Surplus Value 243.5% 673.5% 277% 

Source: BEA Tables 6.1C, 6.1D, 6.2C, 6.2D, 3.1ESI, and 5.8.5B. 
(Note 1.) 
 
The rate of surplus value between 1987 and 2014 is no greater at 277% than the rate of increase in 
constant capital of 276%. This means that the rate of profit would not have increased between 1987 
and 2014. But we know that it has. And it has because the rate of surplus value has increased faster 
than the rate of increase in total capital which includes variable capital as well which has risen by the 
lesser amount of 266%. This means that the increase in variable capital must have increased more 
slowly than that of constant capital. Correct. It has only increased by 43% over this period as a result 
of wage stagnation, fewer workers, more intense work and outsourcing. 
 
As a result the share of variable capital compared to constant capital has fallen from 8% to 4.2% over 
twenty eight years, a fall of nearly 4%. Had it not fallen by at least this amount, the rate of profit would 
not have risen. It is now time to pay attention. Over the next 28 years it is unlikely that the share of 
variable capital will fall from 4.2% to 0.4%. If it falls by half this will only mean a fall of around 2%. It 
therefore follows, not as a subject of mathematics, but of real life that as the composition of capital 
rises, any benefit deriving from a fall in the relative amount of variable capital, plays a diminishing role 
in arresting the fall in the rate of profit. The rising composition of capital therefore diminishes the 
influence of the counter-vailing forces acting on the rate of profit preventing its fall. Here for the first 
time we see the law operating in real life. 
 
But if v can no longer fall as it has in the past, the baton has to pass over to constant capital. A reduction 
in total capital thus requires the destruction/depreciation of the existing constant capital, a fall in 
value beyond that afforded by the regular cheapening of means of production. This is the essential 
nature of capitalist crisis. 
 
I would like to conclude with a few remarks. Clearly Doughney was wrong to dismiss the influence of 
variable capital because at 2.6% (allegedly) in the cotton industry he claimed it was inconsequential. 
On the contrary as we have seen in the above table, its influence meant the difference between a 



rising rate of profit and a stagnating rate of profit. I may add that the relative weight of variable capital 
is higher in industries outside manufacturing, and that its relative decline has been much gentler. 
Secondly even if variable capital is such a small part of total capital we must never forget the 
amplification of annual profit afforded by increased turnovers. A fall in variable capital of say 1% from 
3% to 2% could very well be met by an increase in annual profit of say 10%. Whatever the case, the 
argument is no longer hypothetical, it can be answered with recourse to the data. 
 
In the end, if we are to call ourselves Marxists we must move beyond this endless academic obsession 
with Marx’s formulations and meanings, we must stop trying to render them more profound. We need 
to move from the abstract to the concrete and apply ourselves to the data. Marxism is not a theoretical 
science, but an applied science, and by applying it to the data, testing it, developing it, Marxism will 
be re-established, able in the end to conquer capitalism intellectually. So I appeal to my fellow 
Marxists, let us pursue the data with the same vigour that has been applied to Marx’s writings in the 
quest to develop an ever deeper understanding of what he wrote and meant. 
 
Note 1.  (The period 1987 to 2014 is not deliberately or mendaciously chosen. 1987 was the first year 
that the BEA started producing annual gross output as an annual series for all industries enabling the 
use of the turnover formula G.O. + (G.O-G.V.) which requires G.O. or gross output as the numerator.) 

         G.V.          G.V. 
 


