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The Law of the Tendential Fall of the Rate of Profit and
the Development of the Okishio Theorem (2)

The purpose of the present paper is to summarize and contribute to the Okishio
theorem with respect to the law of the tendential fall of the rate of profit, which was
elucidated in K. Marx’s Capital, vol.3, and to develop a step forward the theorem.

The second part of the paper deals with the three possible directions in which the
theorem can be further developed to narrow the gap between the theoretical model and its
empirical application. Firstly, a new dialectical presentation of the dynamic process is
proposed, which establishes the equilibrium profit rate through the formation and
dissipation of extra profit. Secondly, substituting the theorem’s indispensable premise of
the constant real wage rate, is introduced the premise of the constant nominal wage rate
into the model and thus, the realistic possibility for the rate of profit to decrease is exposed.
Thirdly, it is theoretically established that if the consumer-goods producing sector lowers
its organic composition of capital, it increases its proportion in the industrial composition
and also enhances the overall equilibrium profit rate. The third proposition will shed some
light on the empirical fact that the US profit rate recovered dramatically in the early 1980s
due to the expansion of the low-wage ‘service economy’.
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