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Chapter 6: On Profits 
Ricardo reminds us that we have seen that ‘[t]he profits of stock in different employments hav[e] been 
shown to bear a proportion to each other, and to have a tendency to vary all in the same degree and in 
the same direction.’ In this chapter, therefore, ‘it remains for us to consider what is the cause of the 
permanent variations in the rate of profit, and the consequent permanent alterations in the rate of 
interest.’ 

The price of corn is determined by the amount of labour necessary to produce it on the land that pays 
no rent. The price of the product that is produced on this land, likewise the price of manufactured 
goods, is ‘resolved’ into two components, the profits of stock and the wages of labour. If prices are 
constant, and productivity constant, then the only factor that can impact profits is wages: if they rise, 
profits fall, and vice versa. 

But now, imagine that there is a fall in the productivity of corn-producing labour. Corn will rise in 
price. The price of manufactured goods would not change, but if wages, tending towards subsistence, 
rise in function of the rise in corn, then manufacturing profits will fall. Corn-producing profits will also 
fall, since the corn producer will also be hiring the new, higher-cost labour. The farmer on the previous 
highest-cost land, land on which now rent is paid, will dispose of labour of unchanged productivity, but 
part of the product will now pass to the landowner in the form of rent; the farmer on the new, less 
productive land, will employ more labour to produce a higher value product – in both cases, profits will 
conform to those of the manufacturer. 

Ricardo now introduces a numerical illustration.1
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 Let us suppose that on the lowest productivity land 
10 labourers produce 180 qtr corn at a value of £4 a qtr, a total value of £720, a value which includes 
profit. (There is no fixed capital.) Now let less productive land come under cultivation, on which 10 

labourers will produce 170 qtr. The price of corn will now rise to £ =£4.24.2

180
170
720

×

 The total value of this 

170 qtr will still be £720 (to be divided between farmer and labourers as profit and wages), but it is 
these conditions that set the price for the product. On the formerly least productive land, which 

produced 180 qtr, the value of the product is still £720, but it will sell for £ = £762.36; the 

difference, £42.36, is rent. 

On both lands then, the farmers’ revenue will be £720 (anything over this will be rent), and this 
revenue is divided between the farmers and the labourers as wages and profit; the higher the price of 
corn, however, assuming subsistence wages (in effect constant real wages), the larger the proportion 
paid as wages, and the smaller that retained as profit. 

Ricardo concludes 

It will be seen, then, that whatever rise may take place in the price of corn, in consequence of the 
necessity of employing more labour […], such rise will always be equalled in value by the additional 
rent, or additional labour employed […]. […] [W]hether the produce belonging to the farmer be 
180, 170, 160, or 150 quarters, he always obtains the same sum of £720 for it […]. Rent then, it 
appears, always falls on the consumer, and never on the farmer; for if the produce of his farm 
should uniformly be 180 quarters, with the rise of price, he would retain the value of a less quantity 
for himself, and give the value of a larger quantity to his landlord; […] [and] the deduction would 
be such as to leave him always the same sum of £720 [, a] […] sum […] [which] must be divided 

                                                           
1 Cf. P, pp. 83-4. 
2 Rounded by Ricardo to £4 4s. 8d. 
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between wages and profits. If the value of the raw produce from the land exceed this value, it 
belongs to rent, whatever may be its amount. If there be no excess, there will be no rent. Whether 
wages or profits rise or fall, it is this sum of £720 from which they must both be provided. On the 
one hand, profits can never rise so high as to absorb so much of this £720 that enough will not be 
left to furnish the labourers with absolute necessaries; on the other hand, wages can never rise so 
high as to leave no portion of this sum for profits. 

Thus in every case, agricultural, as well as manufacturing profits are lowered by a rise in the price of 
raw produce, if it be accompanied by a rise of wages. If the farmer gets no additional value for the 
corn which remains to him after paying rent, if the manufacturer gets no additional value for the 
goods which he manufactures, and if both are obliged to pay a greater value in wages, can any point 
be more clearly established than that profits must fall, with a rise of wages?3

If, for example, in the previous example, if the price of corn stands at £4 a qtr, and if a labourer’s wage 
is 3 qtr corn plus £12 for other necessities

 

Ricardo observes that the farmer’s interest is in a low price of wheat. A higher price will not increase 
his revenue, for any excess due to a rise in price owing to a fall in the productivity of labour will 
disappear to the landlord, while the lower the price of wheat the lower wages are and hence the higher 
the famer’s profit. 

4

( )( ) £24010£123£4 =×+×
 (this last item we assume constant), then the £720 revenue 

is divided into  wages and £480£240-£720 = profit. 

Now let us imagine that new, less fertile land is brought under cultivation, on which 10 labourers only 

produce 120 qtr. The price per qtr will now rise to £6
120
720£ = . On the land which yields 180 quarters, 

the total revenue will now stand at £1,0801806£ =× ; rent will now be £360£720-£1,080 = , but wages 
will now be ( )( ) £30010£123£6 =×+× and profit £420£300-£720 = . Etc. 

In addition to this effect, Ricardo also notes that, insofar as the famer’s ‘capital’ ‘consists in […] raw 
produce, such as his corn and hay-ricks, his unthreshed wheat and barley, his horses and cows, which 
would all rise in price in consequence of the rise of produce’,5

Ricardo reminds us that he is here ‘speaking of profits generally’.

 the farmer’s profit is futher reduced by a 
rise in ‘raw produce. 

In the case of a manufacturer, her product would not rise in value owing to a rise in wages (the same 
amount of labour will be necessary to produce it), but the capital required to produce the same amount 
as before the rise will increase (to cover the increased amount needed for wages). Hence the division of 
her revenue (ignoring fixed capital) will be altered such that a greater amount will go to the labourers, 
and her profits will continue to conform to those of the farmer. 

Ricardo notes that the effect on wages (and therefore on profits) of a rise in the price of corn would be 
the same in effect for a rise in any of the commodities that habitually make up the wage. 

6

                                                           
3 P, pp. 115-16 (abbreviations altered). 
4 P, p. 103. 
5 P, p. 117. 
6 P, p. 119. 

 A commodity’s market price may 
stand above its natural price, should the demand for it exceed its supply. Capital employed in producing 
that commodity will realise a higher than normal, and as a consequence that particular branch of 
production will attract more capital, increasing the supply of the commodity in question, and reducing 
its market price)’: [i]t is through the inequality of profits, that capital is moved from one employment to 
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another.’7 Nevertheless, although ‘[a] fall in the general rate of profits is by no means incompatible with 
a partial rise of profits in particular employments […] [,] the admission of this fact by no means 
invalidates the theory, that profits depend on high or low wages, wages on the price of necessaries, and 
the price of necessaries chiefly on the price of food, because all other requisites may be increased 
almost without limit.’8

Over the long term the natural tendency (‘this gravitation[,] as it were’

 

In the case of manufactured goods, an increase in demand will result in temporarily high profits, until 
the movement of capital towards the higher profit adjusts the supply and restores a normal profit. In 
the case of agriculture, this will only occur if there is fertile land available for cultivation; if there is not, 
then the rise of price occasioned by the excess of supply over demand will bring in less fertile land 
under cultivation, raising rent on all rent-bearing lands and reducing the farmers’ profits as a 
consequence of higher wages. 

9

Ricardo now returns to the the numerical example from earlier in the chapter.

) is for the rate of profit to fall, 
although this is mitigated by improvements in manufacturing productivity (machinery) and agricultural 
science. 

10
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 Ten labourers (there is 
no fixed capital) produce 180 qtr corn at a value of £4 a qtr, a total value of £720, and one labourer’s 
wage is equal to 6 qtr of corn plus £12 worth of other necessities. When the price of corn is at £4 a qtr 
and the yield is 180 qtr on the least fertile land, as we have seen the farmers’ revenue is £720, there is 
no rent, the wage is £240 and profit is £480. 

Ricardo now assumes a price of corn of £20 a qtr (the yield on the least fertile land now being 

). The total revenue on the land producing 180 qtr is £3,600180£20 =× , rent will be 

£2,880£720-£3,600 = , and wages will be ( )( ) £72010£123£20 =×+× . There will be no profit. 

Thus when 

wages should be equal […] to £720, the whole receipts of the farmer, there must be an end of 
accumulation; for no capital can then yield any profit whatever, and no additional labour can be 
demanded, and consequently population will have reached its highest point. Long indeed before 
this period, the very low rate of profits will have arrested all accumulation, and almost the whole 
produce of the country, after paying the labourers, will be the property of the owners of land and 
the receivers of tithes and taxes.11

[L]long before this state of prices was become permanent, there would be no motive for 
accumulation; for no one accumulates but with a view to make his accumulation productive, and it 
is only when so employed that it operates on profits. Without a motive there could be no 
accumulation, and consequently such a state of prices never could take place. The farmer and 
manufacturer can no more live without profit, than the labourer without wages. Their motive for 
accumulation will diminish with every diminution of profit, and will cease altogether when their 

 

Ricardo paints a bleak picture. 

                                                           
7 P, p. 119. 
8 P, p. 119. 
9 P, p. 120. 
10 P, pp. 83-4 and 113-17. 
11 P, pp. 120-21. 
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profits are so low as not to afford them an adequate compensation for their trouble, and the risk 
which they must necessarily encounter in employing their capital productively.12

Ricardo suggests us that the rate of profit will fall faster than he has estimated in his numerical 
examples. The rise in price in raw produce he predicts will increase the value of the farmer’s existing 
stock of capital, compensating him (and other producers who rely on raw produce) for the reduction in 
the mass of profit but at the same time erecting barriers to entry for prospective new producers.

 

13

If the rate of profit falls, however, the mass of accumulated profit may still rise. But this too will 
eventually cease to have a significant effect, for ‘after capital has accumulated to a large amount, and 
profits have fallen, the further accumulation diminishes the aggregate of profits.’

 

14

However, Ricardo notes that ‘[t]here can […] be no accumulation of capital, so long as stock yields any 
profit at all, without its yielding not only an increase of produce, but an increase of value.’

 

15

Ricardo concludes that ‘in all countries, and all times, profits depend on the quantity of labour requisite 
to provide necessaries for the labourers, on that land or with that capital which yields no rent. The 
effects then of accumulation will be different in different countries, and will depend chiefly on the 
fertility of the land.’

 The 
difficulty here lies with the distribution of the new product, for the part which goes to profit falls as the 
parts which go to wages and rents grow. 

16 Nevertheless, it remains the case ‘first, that a rise of wages would not raise the 
price of commodities, but would invariably lower profits; and secondly, that if the prices of all 
commodities could be raised, still the effect on profits would be the same; and that in fact the value of 
the medium only in which prices and profits are estimated would be lowered.’17

                                                           
12 P, p. 122. 
13 ‘Before corn could rise from £4 to £12 his capital would probably be doubled in exchangeable value, and be 
worth £6,000 instead of £3,0000. If then his profit were £180, or 6 per cent on his original capital, profits would 
not at that time be really at a higher rate than 3 per cent; for £6000 at 3 per cent gives £180; and on those terms 
only could a new farmer with £6,000 money in his pocket enter into the farming business.’ (P, 122, abbreviations 
and punctuation altered) 
14 P, p. 123. ‘Thus suppose the accumulation should be £1,000,000, and the profits 7 per cent, the whole amount 
of profits will be £70,000; now if an addition of £100,000 capital be made to the million, and profits should fall 
to 6 per cent, £66,000 or a diminution of £4,000 will be received by the owners of stock, although the whole 
amount of stock will be increased from £1,000,000 to £1,100,000.’ (Abbreviations and punctuation altered) 
15 P, pp. 123-4. Ricardo’s marginal understanding of successive capital investments is on display here again. ‘By 
employing £100,000 additional capital, no part of the former capital will be rendered less productive. The 
produce of the land and labour of the country must increase, and its value will be raised, not only by the value of 
the addition which is made to the former quantity of productions, but by the new value which is given to the 
whole produce of the land, by the increased difficulty of producing the last portion of it.’ (Abbreviations altered) 
16 P, p. 126. ‘However extensive a country may be where the land is of a poor quality, and where the importation 
of food is prohibited, the most moderate accumulations of capital will be attended with great reductions in the 
rate of profit, and a rapid rise in rent; and on the contrary a small but fertile country, particularly if it freely 
permits the importation of food, may accumulate a large stock of capital without any great diminution in the rate 
of profits, or any great increase in the rent of land.’ 
17 P, p. 127. 

 


