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Chapter 4: The Effect of Turnover on the Rate of Profit1

I  The effect of turnover time on the rate of profit in principle

 
 

Up till now, we have been examining the relationship between rate of surplus-value and rate of profit by examining 
capitals with an assumed equal and constant turnover time. Here, we are going to look at capitals with different 
turnover times between them, and within them between their component parts. 
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As we saw in volume 2, if turnover time is reduced, the mass of surplus-value produced will rise;

 
3 since the rate of 

profit expresses the ratio between the mass of surplus-value and the total capital deployed, all else being equal a 
reduction in turnover time will in and of itself lead to an increase in the rate of profit. Turnover time is reduced 
either by cutting production time, or by cutting circulation time: the principal means of reducing production time is 
through increasing the productivity of labour;4

We saw earlier

 and the main means of reducing circulation time is improving 
communications. 

 

II  The annual rate of profit 

Here we shall assume a constant value composition of capital, a constant rate of surplus-value, and a constant 
length of the working day. 

Let us consider two capitals, A and B. 

A: 80c + 20v ; δ = 100 % ; turns over twice in one year 

B: 160c + 40v ; δ = 100 % ; turns over once in one year 

A: annual product = 160c + 40v + 40s ; π =  = 40 % 

B: annual product = 160c + 40v + 40s ; π =  = 20 % 

How have we arrived at these figures for the rate of profit? 

5 that the rate of profit of a capital can be expressed  , by dividing the excess of the commodity 

product (i.e. the surplus-value, which, under the assumptions of this part of the volume, is equal to profit) at the 
end of the production period by the total capital initially laid out. What we have not done up till now is specify the 
length of the production period; here, we are dealing with a capital that turns over twice in one year, and one that 
turns over once, and have calculated the rate of profit for both on the basis of the surplus-value produced in one 
year. Hence, here, we should really specify that the rates of profit we are comparing are annual rates of profit, and 
designate them thus Π; and that the surplus-value on the basis of which the rate of profit is calculated is the annual 
total (not only that produced in one turnover period), calculated by multiplying the surplus-value produced in one 
turnover, s, by the number of turnovers in one year, n, and designating it S, such that S = sn.6

                                                 
1 Aside from its title, this chapter was written exclusively by Engels. 
2 Where I insert my own subheads they appear, as here, in sans serif type. 
3 Karl Marx, Capital, vol. 2  (Harmondsworth, 1978) [hereafter C2], pp. 369ff. 
4 Although, as we have just seen, an increase in the proportion of constant capital will have a retarding effect on the rate of 
profit. 
5 Karl Marx, Capital, vol. 3  (Harmondsworth, 1981) [hereafter C3], p. 133. 
6 C2, pp. 367-83. 
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Hence, while we have rate of profit, π, =   , we also now have the annual rate of profit, Π, the ratio between the 

total mass of surplus-value produced over the year and the total capital originally laid out for the first turnover period = 

 =  . 

Let us also note here that the capitals in question only undergo simple reproduction: the surplus-value (profit) 
realised in production is not accumulated but is rather consumed unproductively by the capitalist. No new capital is 
thus necessary to continue production; which could, in principle, continue in perpetuity. What the annual rate of 
profit suggests in case A, then, which is most probably how the capitalist herself will actually see it, is a capital 
investment of 100 returning a fixed non-compounded annual yield of 40 % (i.e. 40) over an indefinite period. 

But we have also seen,7

Hence, while π = δ   , Π =  δ.n   = Δ    .

 given (1) that π =   , and (2) that δ =  , such that s = δv , that π = δ   . But since 

when a capital turns over more than once in a year the mass of surplus-value produced in that year is the 
mathematical product of that produced by the variable portion of capital in one turnover period and the number of 
turnovers, and is given by S = s  n, while the annual rate of surplus-value, the ratio of the total surplus-value 
produced in the year and the variable capital laid out at the beginning of the first turnover, is given by ∆ = δ  n ). 

8

Hence, ‘for capitals of the same percentage composition, with the same rate of surplus-value and the same working 
day, the profit rates of two capitals vary inversely as their turnover times.’

  

9

The effect of cutting turnover time on the mass of surplus-value produced results from ‘the increased effectiveness 
which this gives to the variable portion of capital’.
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I: 

 All else being equal, then, a variable capital of x which turns 
over ten times a year (i.e. n = 10) produces as much surplus-value as a variable capital of 10x which turns over only 
once; or, to put it another way, the annual mass of surplus-value produced by a given variable capital increases in 
function of the number of times this variable capital turns over in a year. 

 

III  The relation between turnover time, value composition, and annual rate of profit 

Let us take three capitals, I, II and III. 

c = 10,000 fixed (c[f]) + 500 circulating (c[c]); v = 500; δ = 100 % 

The variable capital turns over ten times a year (n = 10); the annual rate of depreciation of c[f] = 10 % , 
and c[c] turns over in the same period as v. 

The commodity product of the turnover period = 100c[f] + 500c[c] + 500v + 500s = 1,600, and that for the 

year = 1,000c[f] + 5,000c[c] + 5,000v + 5,000s = 16,000. Hence, for the year: 

  C = c[f] + c[c] + v = 10,000 + 500 + 500 = 11,000 

  S = 5,000 

  δ = 100 % 

                                                 
7 C3, p. 141. 
8 Engels’ derivation is different from mine, even if the conclusion is the same. Cf. C3, p. 167. The formula is misprinted, 
however (although not in Karl Marx, Capital, vol. 2  (Moscow and London, 1962), p. 74); according to the nomenclature used 
in the volume it should appear as p′ = s′n  . 

9 C3, p. 165. 
10 C3, p. 165. 
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  Π =  = 45  % 

II: 9,000c[f] + 1,000c[c] + 1,000v ; δ = 100 % ; n = 5; the annual depreciation of c[f] = 1,000 (rate of 

depreciation = 11  % ). 

The commodity product of the turnover period = 200c[f] + 1,000c[c] + 1,000v + 1,000s = 3,200, and that 

for the year = 1,000c[f] + 5,000c[c] + 5,000v + 5,000s = 16,000. Hence, for the year: 

  C = c[f] + c[c] + v = 9,000 + 1,000 + 1,000 = 11,000 

  S = 5,000 

  δ = 100 % 

  Π =  = 45  % 

III: III has no fixed capital (i.e. c = c[c] ), and turns over once a year. 

III: 6,000c[c] + 5,000v ; δ = 100 % ; n = 1 

The annual commodity product = 6,000c[c] + 5,000v + 5,000s = 16,000. Hence, for the year: 

  C = 11,000 

  S (= s) = 5,000 

  δ = 100 % 

  Π =  = 45  % 

In the three cases, then, we have the same total capital deployed, the same mass of surplus-value produced, and the 
same rate of profit. What is different between them is the variable proportion of capital, µ.11

* * * 

 

   I: µ =  = 4  % ; n = 10 

 II: µ =  = 9  % ; n = 5 

III: µ =  = 45  % ; n = 1 

Hence, between two capitals I and II of the same size and with the same rate of surplus-value producing the same 
annual mass of surplus-value and hence with the same annual rate of profit, µI : µII = nII : nI , i.e. the ratio of the 
variable proportions of capital stand in inverse proportion to the ratio of the numbers of annual turnovers of the 
variable capital. 

Now, if we now halve the number of annual turnovers of capital I, i.e. if nI now = 5, then the turnover product now 
= 200c[f] + 500c[c] + 500v + 500s = 1,700, and that for the year = 1,000c[f] + 2,500c[c] + 2,500v + 2,500s = 8,500. 

Now, Π =  = 22  % , i.e. one half of what it was when nI = 10. Thus, between two capitals of the same size 

and value composition, with the same rate of surplus-value, ΠI : ΠII = nI : nII , i.e. the ratio of the annual rates of 
profit stand in the same proportion as the ratio of the number of annual turnovers of the variable capital 

 

                                                 
11 µ (%) = 100  . 
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Engels concludes with a tangential point, albeit an important one. As we saw in volume 2,12 the capitalist is as likely 
disinterested in the amount of her capital invested as variable (as opposed to constant) capital; what more practically 
concerns her is how much of her capital takes the form of circulating (as opposed to fixed) capital. An actual rate of 

profit for a given firm may in fact be calculated in two ways: Π =  =  as well as Δ   = δn   .13 We  have 

already seen how the practical concerns of a capitalist shape her understanding of the process of production and the 
source of profit.14 As Engels notes, ‘Since there are certainly only a few capitalists who make calculations of such a 
kind [calculations of the rate of profit based on calculations of the rate of surplus-value] about their businesses, 
statistical material is almost completely absent on the ratio of the constant part of the total social capital to the 
variable part.’15

                                                 
12 C2, pp. 237-61 
13 Engels demonstrates the point through working through an example of an actual firm Marx referred to in volume 1; the 
numerical exercise Engels presents (C3, pp. 168-9) need not detain us here. 
14 C3, pp. 132ff. 
15 C3, p. 169. 

 

 


