
Jack Rasmus does a sterling job is exposing the hypocrisy and machinations of US imperialism, 
particularly in the recent period. https://jackrasmus.com/?blogsub=confirming 

But Jack does not accept that Marx’s law of profitability is relevant to any theory of crises under 
capitalism.  In his comment on my recent post measuring the US rate of profit on corporate capital in 
2021, he says “Once again, you are using US profits data by govt that includes profits from financial 
investments, not just from sales of goods and services. This violates Marx’s definition of profits based 
on production of goods by productive labor only.”  

Let me answer that point now.  First, capital gains are not included in the official BEA data on 
corporate profits.  Second, it’s true that the corporate sector contains financial companies and so 
profits from financial investments are included.  But that does not apply to the non-financial sector, 
which is much closer to the productive sector in Marxian terms.   

But I think that Jack wants to go further to argue that profits from financial investments are now an 
important part of profits even in the non-financial sector. I quote from him “approximately one third 
of US Fortune 500 corporate profits are from financial asset investments.”  But as one comment on 
the blog pointed out, that’s because a large proportion of companies in the Fortune 500 are 
financial, real estate and insurance companies (FIRE).  I checked the Fortune list and found that 75 
out of 500 are FIRE companies, where all their profits are ‘financial’ and not from the production of 
things and services.  And most of these are the top end of the 500 and so bias upwards the share of 
financial profits in the total profits of the top 500. 

But maybe non-financial companies like Apple, Meta, Exxon, Caterpillar, Ford, GM make a large 
amount to profit from the interest and dividends from their financial investments, thus distorting 
the rate of profit figures? Well no.  

In a brilliant piece of analysis Joel Rabinovich from the University of Paris finds no such thing. 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3613972 

“Our findings show that, contrary to the financial turn of accumulation hypothesis, financial 
income averages 2.5% of NFCs total income since the 1980s, oscillating since the beginnings of the 
1990s until 2005 and then declining. In terms of assets, some of the alleged financial assets might 
actually reflect other activities in which NFCs have been increasingly engaged, such as tax avoidance, 
internationalization of production, activities refocusing and M&As”.  Rabinovich concludes that 
“financial accumulation was not a significant strategy verified in aggregate terms for NFCs.”  Indeed 
some of the assets taken into account to support the financial turn of accumulation hypothesis 
are, in fact, intangibles and Foreign Direct Investment (FDI).” 

Financial income has increased in the last decades but remained around 2.5% of total income since 
1980, even decreased in the last years. The main component of financial income is always interest 
income. “The evolution of this main component of financial income seems to be more byproduct of 
monetary policy rather than an active speculative activity carried by NFCs.  Much more important 
was the buyback of a company’s shares in order to increase the stock price.  But this does not affect 
the measure of corporate profits estimated by the BEA.  It does affect productive investment, 
however, and Rabinovich finds that there has been a significant decrease in capital expenditure 
across the period from 77% of total funds in 1977 to 34% in 2016.  This decline was matched, as a 
counterpart, by an increase in the purchase of common and preferred stock from 1.5% in the 
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beginnings of the 1970s to 20% in 2016 (and a reduction in the relative importance of dividends as a 
mean of distributing value to shareholders) along with acquisitions averaging 13.3% of total funds 
since mid‐1980. 
Jack says that the BEA profits data I and others use is distorted by the “inaccurate inclusion of US 
multinational corporations from their offshore operations, where profits are defined differently from 
how US govt defines them.”  

But as another comment on the blog responded:  on the contrary, the BEA figures are for corporate 
profits appropriated domestically, and do not include profits from overseas operations.  So that is 
not a problem for the profits data. The problem lies in the hidden transfer of profits to the USA 
mainly caused by the (hidden) underpricing of imports which boosts profits for companies with 
overseas trade.  We might add that something like 7% of domestic accrued profits are hidden in tax 
havens abroad and should be included in the BEA figures: (see Gabriel Zucman) 
https://cepr.org/voxeu/columns/new-global-estimates-profits-tax-havens-suggest-tax-loss-
continues-rise 

Jack disputes that we can measure accurately the rate of profit because “what is meant by ‘rate’ 
depends on what base year you choose, which is arbitrary”.  Really? The BEA data go back to at least 
1945.  That seems long enough to avoid any so-called base effects. 

Jack concludes in his comment that “In short, you cannot estimate profits and therefore the falling 
rate of same by reference to US govt profits reporting and data. You are using capitalist statistics to 
estimate Marx’s definition of profits (and rate) which do not conform to Marx’s definition of profits 
and exploitation.” 

I beg to differ. 
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