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The law of the tendential fall of the rate of profit and
the development of the Okishio theorem

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

As is well known, immediately after the publication of Capital, vol.3 in 1894, the law
has been fiercely debated. The academic situation was drastically changed as a result of
the promulgation of the Okishio theorem in 1961, which refuted the law under the
condition of the constant real wage rate and the ‘production cost criterion’ by which a
capitalist judges whether or not to adopt a new production technology. The theorem is still
widely accepted despite a variety of criticisms from the viewpoint of fixed capital, extra
profit, real wage rate, comparative statics, etc. The first part of this paper argues that an
introduction of extra profit into the dynamic process, which establishes the equilibrium
profit rate, does not affect the validity of the theorem as long as the real wage rate remains
constant during the process.
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