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one week, while a Gobelin takes years, etc. The differences in length of
the act of production are thus of infinite variety.
The differing duration of the act of production must obviously pro
duce a difference in the speed of turnover where capital outlays of
equal size are involved, i.e. in the periods of time for which a given
capital is advanced. Let us assume that the spinning mill and the loco
motive works apply equal capitals, with the same division between
constant q.nd variable, and between the fixed and fluid components of
capital; finally that the working day is equally long and there is the same
division between necessary and surplus labour. So as to set aside, too,

Let us take two lines of business each with the same working day, say

all circumstances arising from the circulation process and external to the

a labour process of ten hours: e.g. cotton spinning and the manufac�

present case, we shall assume that both yarn and locomotive are pro

ture of locomotives. In one case a definite quantity of the finished pro

duced to order and paid for on delivery of the finished product. At the

duct, cotton yarn, is turned out every day and every week; in the other,

end of the week, when the finished yarn is delivered, the spinner re

the labour process must be repeated for perhaps three months in order

ceives back his outlay of circulating capital as well as the wear and tear

to produce a finished product, one locomotive. In the one case the

of the fixed capital contained in the value of the yarn (we ignore the

product is discrete in nature, and the same work begins afresh each day

surplus-value). He can now repeat the same circuit again with the same

or each week. In the other case the labour process is continuous, and

capital. He has completed his turnover. The locomotive manufacturer

stretches over a large number of daily labour processes, which supply a

i

on the other hand, must lay out fresh capital on wages and raw materia

finished product only after a protracted interval, through the connect ness

week after week for three months, and only after three months, when

and continuity of their operations. Even though the duration of the daily'

the locomotive is delivered, does the circulating capital laid out bit by

labour process is the same in both cases, there is a very significant
difference in the duration of the act of production, i.e. in the duration
of the repeated labour processes that are required in order to turn out
the product in its finished form, to send it onto the market as a com
modity, and thus to transform it from productive capital into com
modity capital. The distinction between fixed and circulating capital
has nothing to do with this. The distinction made here would obtain
even if exactly the same proportions of fixed and circulating capital were
applied in the two lines of business.
These differences in the duration of the act of production do not just
occur between different branches of production, but also within the
same branch, according to the size of the product to be supplied.

An

ordinary dwelling-house is built in a shorter time than a large factory,
and hence requires a smaller number of continuous labour processes.
If the building of a locomotive takes three months, that of a battle
ship takes a year, if not several. The production of grain demands
almost a year, that of homed cattle several years, while it can take any�
thing from twelve to

1 00 years to raise timber. A road can be built in a

few months, while a railway requires years; an ordinary carpet perhaps

bit during this time for one and the same act of production, to produce
c

one and the same commodity, exist again in a form in which it can be
gin its circuit once more; the wear and tear of the machinery during
these three months is also replaced only now. One business has an out
lay for one week, the other the same weekly outlay multiplied by
twelve. All other circumstances being assumed equal, the one must
have twelve times as much circulating capital at its disposal as the other.
The fact that the capitals advanced each week are equal, however, is a
matter of indifference here. Whatever may be the size of the capital
advanced, in the one case it is advanced only for one week, in the other
for twelve, before it can be used for a new operation, before the same
operation can be repeated with it, or one of a different kind begun.
The difference in the speed of turnover or the length of time for
which the individual capital must be advanced before the same capital
value can serve again for a new labour or valorization process, arises
here from the following circumstances:
Let us assume that the building of the locomotive, or any other
machine, takes

100 working days. As far as the workers occupied in
100 working

machine-building are concerned, just as in spinning, the
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days form a discontinuous (discrete) quantity; according to our as

only after some twenty years, say. As long as the individual period in

sumption they consist of 1 00 successive and separate ten-hour labour

which its value flows back bit by bit with the sale of the product is

processes. But in relation to the product - the machine - the 100 work..

always shorter than its own period of existence, the same steam engine

ing days form a continuous quantity, a working day of 1,000 working

continues to function in the production process for several wOJking

hours, a single related act of production. A working day of this kind,

periods.

related working days, I call a

working period. If we speak of the working

vanced. The labour-power bought for this week is used up during the

expend his labour-power, must work. If we speak of the working

end of the week. And this capital outlay on labour-power is repeated

which is formed by the succession of more or less numerous inter

It is otherwise with the circulating components of the capital ad

day, then we mean the length of time for which the worker must daily

week, and has objectified itself in the product. It must be paid for at the

period, on the other hand, this means the number of inter-related

weekly over the three months, although the expenditure of this portion

working days that are required, in a particular line of business, to

of capital in the one week does not enable the capitalist to cover the

complete a finished product. The product of each working day is here

acquisition of labour in the next week. New, additional capital must be

only a partial product, which is taken a step further day by day and

spent each week in payment for labour-power, and if we set aside all

receives its finished shape, is a finished use-value, only at the close of a

credit relations the capitalist must be able to lay out wages for the whole

longer or shorter period of working time.

period of 'three months, even though he pays them only in weekly

Interruptions and disturbances of the social production process, as a

doses. It is the same with the other part of circulating capital, the raw

result of crises, for example, thus have a very different effect on those

materials and ancillaries. One layer of labour after the other is deposited

products of labour that are discrete in nature, and those whose pro

on the product. It is not only the value spent on labour-power that is

duction requires a longer connected period. In the former case, one

steadily transferred to the product during the labour process, but also

day's production of a particular quantity of yarn, coal, etc. is simply

surplus-value; however all this is transferred to an unfinished product

not followed the next day by a fresh production of yarn or coal. It is

that does not yet have the shape of a finished commodity, and is thus

otherwise with ships, buildings, railways, etc. Here it is not only work

not capable of circulation. The same applies to the capital value trans

that is interrupted, but an inter-connected act of production. If the job

ferred to the product layer upon layer in raw materials and anci1laries.

is not carried any further, then the means of production and the labour

According to the longer or shorter duration of the working period
that the specific nature of the product or the useful effect to be attained
demands for its production, a steady additional expenditure of circu

already consumed in its production have been spent to no avail. Even

if it is taken up again, deterioration will always have taken place in the
meantime.

lating capital is'required (wages, raw materials and ancillaries), no part
of which exists in a form capable of circulation, such that it could serve

The portion of value that the :fixed capital surrenders every day to the

product, until the latter is ready, builds up in layers throughout the

to repeat the same operation; each part is rather successively tied up
within the production sphere as a component of the developing pro

whole duration of the working period. Here we can also see the practical

importance of the distinction between :fixed and circulating capitaL The

duct, tied up in the form of productive capital. The turnover time of
capital, however, is the sum of its production time and its circulation

:fixed capital is advanced to the production process for a longer period
of time; it does not need to be renewed until an interval of perhaps

time. A lengthening of the production time thus reduces the speed of
turnover as much as a lengthening of the circulation time. In the present

several years has elapsed. The fact that a steam engine gives up some
value bit by bit each day to the yarn, the product of a discrete labour

case however there are two points to be noted:

process, while it gives up value over three months to a locomotive, the
product of a continuous act of production, in no way alters the outlay
of capital needed to acquire the steam engine. In the one case, its value

flows back in small doses, e.g. weekly, in the other case in large amounts,

e.g. every three months. But in both cases, the steam engine is renewed

Firstly, the lengthened stay in the production sphere. The capital

. advanced in the first week on labour, raw materials etc., for instance,
,

as

well as the portions of value given up by the :fixed capital to the pro

duct, remains confined to the production sphere for the entire term of
three months, and as it is incorporated only into a product in forma-
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tion, as yet unfinished, it cannot pass into circulation as a com
modity.
Secondly, since the working period necessary for the act of produc
tion lasts three months, and in actual fact simply forms a single inter
related labour process, every week a new dose of circulating capital
must be added to the preceding one. The quantity of additional capital
successively advanced thus grows with the length of the working period.
We have assumed that equal capitals are invested in the spinning and
machine-building businesses, that these capitals are divided equally into
constant and variable capital, ditto into fixed and circulating capital,
and that the working day is of the same length in each - in short, that
all conditions are the same except for the duration of the working
period. In the first week, the outlay is the same for both, but the pro
duct of the spinner can then be sold and new labour-power, raw
materials, etc. bought with the proceeds, in short, production can be
continued on the same scale. The machine-builder, on the other hand,
can transform the circulating capital spent in the first week back into
money, and use it for a fresh operation, only after three months, when
his product has been completed. There is thus firstly a difference in the
reflux of the same quantity of capital laid out. Secondly, however, the
same amount of productive capital is applied both in the spinning mill
and the machine factory over a three-month period, but the amount of
capital laid out is completely different for the spinner and the machine
builder, since in the one case the same capital is quickly renewed and
the same operation can thus be repeated afresh, while in the other case
the capital is renewed only relatively slowly, and new amounts of
capital must therefore be steadily added to the old until its renewal
period arrives. Thus the length of time in which specific portions of the
capital are renewed - or the length of the time during which capital is
advanced - differs according to the length of the labour process, and so
too does the amount of capital that has to be advanced, even though
the capital applied daily or weekly is the same. This circumstance needs
to be noted, for the time of advance can grow, as in the cases to be
considered in the following chapter, without the amount of capital
advanced growing in proportion to this length of time. The capital has
to be advanced for longer, and a larger amount of capital is tied up in
the form of productive capital.
At the less developed stages of capitalist production, enterprises that
require a long working period, and thus a large capital outlay for a
longer time, particularly iLthey can be conducted only on a large scale,
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are often not pursued capitalistically a t all. Roads, canals, etc., for
example, were built at the cost of the municipality or state (in earlier
periods mostly by forced labour, in so far as labour-power is con
cerned). Alternatively, products which require a long working period
for their fabrication are manufactured only to a very minor extent with
the financial means of the capitalist himself. In the construction of
houses, for instance, the private individual for whom the house is being
built pays advances to the builder in successive portions. He thus pays
for the house bit by bit, in proportion to the progress of its production
process. In the era of developed capitalism, however, where on the one
hand massive capitals are concentrated in the hands of individuals, and
on the other hand the associated capitalist (joint-stock companies)
steps onto the scene alongside the individual capitalist - where credit,
too, is developed - it is only in exceptional cases that a capitalist builder
still builds houses to order for individual clients. He makes a business
out of building rows of houses and whole districts of towns for the
market, just as individual capitalists make a business out of building
railways as contractors.
How capitalist production has revolutionized house building in
London can be seen from the evidence given by a builder to the Bank
Acts Committee of 1 857. In his youth, he said, houses were generally
built to order, and the price was paid to the contractor in instalments
as stages of the construction were completed. There was little speculative
building; contractors would resort to this principally just to keep their
workers regularly occupied and hold their labour force together. In the
last forty years all that has changed. There is now little building to
order. If someone wants a new house, he looks for one that has already
been built on speculation, or is already in the process of being built.
Today the contractor no longer works directly for a client, but rather
for the market ; just like any other industrialist, he has to have finished
goods for sale. Whereas previously a contractor might have built three
or four houses at a time on speculation, he now has to buy an extensive
piece of land (in the Continental sense, he leases it, usually for
ninety-nine years), erect on it up to 100 or 200 houses, and thus
involve himself in an undertaking that exceeds his own means some
twenty to fifty times over. Funds are procured by taking out a mortgage,
and this money is put at the contractor's disposal bit by bit as the build
ing of the houses progresses. If a crisis breaks out, bringing the pay
ment of these instalments to a halt, then the whole undertaking gener
ally collapses; in the best case, the houses remain uncompleted until
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The

better times while in the worst they are auctioned off at half price. It is

�

impossible owadays for any contractor to get along without speculative

��

building, and on a large scale at that. The profit on the actual cons r c
tion is extremely slight; the main source of profit comes from raIsmg
the ground rent, and from the clever selection and exploitation of the
building land. Almost the whole of Belgravia, Tyburnia and the count
less thousands of villas around London have been built in this way, by
speculative anticipation of the demand for houses. (Abbreviate

� from

Reportfrom the Select Committee on Bank Acts, part 1, 1 857, EVIdence,
nos. 5413-5418, 5435-5436.)
Large-scale jobs needing particularly long working periods are fully
suitable for capitalist production only when the concentration of capital
is already well advanced, and when the development of the credit system
offers the capitalist the convenient expedient of advancing and thus risk
ing other people's capital instead of his own. It is self-evident, however,
that whether the capital advanced for production belongs to the person
who uses it or not has no effect on the speed and time of turnover.
Circumstances that increase the product of the individual working

�

day, such as cooperation, division of labour, application of machin ry,
also shorten the working period for inter-connected acts of productIOn.
Thus machinery shortens the building time of houses, bridges, etc.;
reaping and threshing machines, etc. shorten the working period re
quired to transform ripened corn into a finished commodity. Improved
ship-building techniques, resulting in greater speed, shorten the turn
over time of the capital invested in shipping. These improvements,
which shorten the working period and hence the time for which circ�
lating capital has to be advanced, are generally bound up with an in
creased outlay of fixed capital. The working period, however, can be
shortened in some branches simply by an extension of cooperation;
the completion of a railway is hastened. by setting afoot great armies
of workers and tackling the job from many different points in space.
Here the turnover time is shortened by the growth of the capital
advanced. More means of production and more labour-power have to

�. )

..:�

be united under the capitalist's command.

If the

shortening of the working period is thus generally bound up

with an increase in the capital advanced for this shorter time, so that
the amount of capital advanced increases to the degree that the time of
advance is shortened, we should remember that, apart from the total
volume of social capital available, it comes down to a question of the
extent to which the means of production and subsistence, i.e. disposal
over them, are fragmented, or united in the hands of individual capital-
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ists, i.e. the extent reached b y the concentration of capital. In s o far

as

credit mediates, accelerates and intensifies the concentration of capital
in a single hand, it contributes to shortening the working period, and
with this also the turnover time.
In branches of production where the working period, whether it is
continuous or interrupted, is prescribed by specific natural conditions,
no shortening can take place by the means described above:
'In regard to quicker returns, this term cannot be made to apply to
corn crops, as one return only can be made per annum. In respect to
stock, we will simply ask, how is the return of two- and three-year-old
sheep, and four- and five-year-old oxen to be quickened?' (W. Walter
Good, Political, Agricultural, and Commercial Fallacies, London, 1866,

p. 325).
The need to have ready cash as soon as possible (e.g. to pay fixed
obligations such as taxes, ground-rent, etc.) solves this question in so
far as cattle, for instance, are sold and slaughtered before they have
reached the normal economic age, to the great detriment of agriculture;
this also leads, moreover, to a rise in meat prices.
'Men who have mainly reared cattle for supplying the pastures of the
Midland counties in summer, and the yards of the eastern counties in
winter .. . have become so crippled through the uncertainty and low
ness in the prices of corn that they are glad to take advantage of the
high prices of butter and cheese; the former they take to market weekly
to help to pay current expenses, and draw on the other from some fac
tor who takes the cheese when fit to move, and, of course, nearly at his

� price. For this reason, remembering that farming is governed by

ow

the principles of Political Economy, the calves which used to come south
from the dairying counties for rearing, are now largely sacrificed, at
times at a week and ten days old, in the shambles of Birmingham,
Manchester, Liverpool, and other large neighbouring towns. If, how- .
ever, malt had been free from duty, not only would farmers have made
more profit and therefore been able to keep their stock till it got older
and heavier, but it would have been substituted for milk and rearing by
men who did not keep cows, and thus the present alarming scarcity of
young cattle which has befallen the nation would have been largely
averted. What these little men now say, in reply to recommendations
to rear, is, "We know very well it would pay to rear on milk, but it
would first require us to put our hands in our purse, which we cannot
do and then we should have to wait a long time for a return, instead of

;

ge ting it at once by dairying'" (ibid., pp. 1 1 , 1 2).
If the lengthening of turnover can have consequences like this even
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among the smaller English farmers, it is easy to understand what dis
turbances it must provoke among the small peasants of the Continent.
According to the duration of the working period, and thus also the
period till a commodity ready for circulation is completed, the portion
of value that the fixed capital surrenders layer by layer to the product
mounts up, and the reflux of this portion of value is delayed. This de
lay, however, does not necessitate a renewed outlay of fixed capital.
The machine continues to operate in the production process whether
replacement for its wear and tear flows back quicker or more slowly
in the money form. It is different with circulating capital. Here not only
must capital be tied up for a longer time, in proportion to the duration
of the labour process, but new capital must continually be advanced for
wages, raw and ancillary materials. The delayed reflux thus has a differ
ent effect in the two cases. Whether the reflux is slower or quicker, the
fixed capital continues to operate. The circulating capital, on the con
trary, becomes unable to function when the reflux is delayed, if it is
tied up in the form of unsold, or unfinished and not yet saleable pro
ducts, and there is no additional capital to renew it in kind.
'While the peasant farmer starves, his cattle thrive. Repeated showers
had fallen in the country, and the forage was abundant. The Hindoo
peasant will perish by hunger beside a fat bullock. The prescriptions of
superstition, which appear cruel to the individual, are conservative for
the community; and the preservation of the labouring cattle secures the
power of cultivation, and the sources of future life and wealth. It may
sound harsh and sad to say so, but in India it is more easy to replace a
man than an ox' (Return, East India. Madras and Orissa Famine, no. 4,
p.44).
We can compare this with a passage from the Manava Dharma

Sastra:*
'Desertion of life, without reward, for the sake of preserving a priest
or a cow . .. may cause the beatitude of those base-born tribes' (Chap
terX,62).
It is impossible, of course, to deliver a five-year-old animal before
the end of five years. But what is possible within certain limits is to pre
pare animals for their fate more quickly by new modes of treatment.
This was precisely what Bakewell managed to do. Previously, British
sheep, just like French sheep as late as 1855, were not ready for slaugh* This text is the classical Hindu code of conduct ascribed to Manu as the pro
genitor of mankind. Marx quotes the English translation by Graves Chamney
Haughton (third edition), published in Madras in 1 8 63.
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ter before the fourth or fifth year. In Bakewell's system, one-year-old
sheep can already be fattened, and in any case they are fully grown be
fore the second year has elapsed. By careful selective breeding, Bake
well, farmer of Dishley Grange [North Leicestershire], reduced the
bone structure of his sheep to the minimum necessary for their existence.
These sheep are called the New Leicesters:
'The breeder can now send three to market in the same space of time
that it formerly took him to prepare one; and if they are not taHer,
they are broader, rounder, and have a greater development in those
parts which give most flesh. Of bone, they have absolutely no greater
amount than is necessary to support them, and almost all their weight
is pure meat' (Lavergne, The Rural Economy 0/ England, et c. , 1855, p.
20).

The methods that shorten the working period differ greatly in the
extent to which they can be applied in different branches bf industry,
and they do not cancel out the differences in length of the different
working periods. To stick to our example, the application of new
machine-tools may, in absolute terms, shorten the working period
necessary for the production of a locomotive. But if improved processes
in spinning increase the finished product turned out daily or weekly
here to an even greater extent, then the length of the working period in
machine-building will still have increased relatively, compared with that
in spinning.
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Chapter 13 : Production Time

Working time is always production time, i.e. time during which capital
is confined to the production sphere. But it is not true, conversely, that
the entire time for which capital exists in the production process is
necessarily therefore working time.
What is at issue here are not interruptions in the labour process con
ditioned by the natural limits of labour-power itself, even though we
have seen the extent to which the mere fact that fixed capital - factory
buildings, machinery, etc. - lies idle during the pauses in the labour
process became one of the motives for the unnatural extension of the
labour process, and for working day and night.* What is involved is
rather an interruption independent of the length of the labour process,
an interruption conditioned by the nature of the product and its pro
duction, during which the object of labour is subjected to natural pro
cesses of shorter or longer duration, and has to undergo physical,
chemical or physiological changes while the labour process is either·
completely or partially suspended.
After grapes have been pressed, for instance, the wine must go
through a period of fermentation, and then also rest for a while before
it reaches a certain degree of readiness. In many branches of industry
the product must undergo a process of drying, as in pottery, or else be
exposed to certain conditions in order to change its chemical properties,
as with bleaching. Winter corn needs nine months or so to ripen. Be
tween seed-time and harvest, the labour process is almost completely
interrupted. In the raising of timber, once planting and the pre1iminary
work connected with this is completed, the seed may need 1 00 years to
be transformed into a finished product; during this whole time, only a
relatively very insignificant intervention of labour is needed.
In all these cases, additional labour is added only occasionally for a
large part of the production time. The situation described in the pre
* See Volume 1, Chapter 10, 4.

vious chapter, where additional capital and labour has to be added to
capital already tied up in the production process, occurs here only with
interruptions of a greater or lesser extent.
In all these cases, therefore, the production time of the capital ad
vanced consists of two periods: a period in which the capital exists in
the labour process, and a second period in which its form of existence
that of an unfinished product - is handed over to the sway of natural
processes, without being involved in the labour process. This situation
is not altered if the two periods of time occasionally cut across one
another or are interspersed. Here the working period and the production
period do not coincide. The production period is longer than the work
ing period. But it is only after the production period has been left
behind that the product is finished and mature, and can thus be trans
formed from the form of productive capital into that of commodity
capital. The turnover period is then extended according to the length of
that part of the production time that does not consist of working time.
In so far as this time of production over and above the labour time is
not determined by natural laws given once and for all, as with the
ripening of corn, the growth of an oak, etc., the turnover period can
often be shortened to a greater or lesser extent by the artificial shorten
ing of the production time. Examples of this are the introduction of
chemical in place of open-air bleaching, and more effective drying
apparatus in the drying processes. In tanning, the penetration of tannic
acid into the skins, which used to take between six and eighteen months
with the old method, only takes one and a half to two months with the
new method involving the use of the air-pump (1. D. Courcelle-Seneuil,
TraUe theorique et pratique des entreprises industrielles, etc., Paris,
1 857, 2nd edn [po 49]). The most far-reaching example of artificial
shortening of a production time made up exclusively of natural pro
cesses is given by the history of iron production over the last 1 00 years,
from the invention of puddling in 1 780 to the modern Bessemer process
and the latest procedures introduced since then. The production time
has been enormously curtailed, but the application of fixed capital has
also increased to the same extent.
A peculiar example of the divergence .between production time and
working time is provided by the American manufacture of shoe-lasts.
Here a significant part of the expense arises from the wood having to
dry out in store for up to eighteen months, so that the finished lasts do
not warp. During this time, the wood does not undergo any other
labour process. The turnover period of the capital applied is therefore
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not only determined by the time required to produce the lasts themselves,
but also by the time for which the capital has to lie idle in the shape of
wood which is being dried out. The capital exists in the production pro
cess for eighteen months before it can enter the labour process proper.
This example also shows how the turnover times of various parts of the
total circulating capital may differ as a result of circumstances that arise
from the production sphere and not from the circulation sphere.
The distinction between production time and working time is particu
larly important in agriculture. In our temperate climates, the land
brings forth grain once a year. The shortening or lengthening of the
production period (an average of nine months for winter sowing) is
itself dependent on the alternation of good and bad years, and hence
cannot be precisely determined in advance and controlled, as in in
dustry proper. On1y subsidiary products such as milk, cheese, etc. can
be produced and sold continuously in short periods. But the working
time is in the following quite different situation:
'The number of working days for the three main working periods is
assumed to be as follows in the different districts of Germany, with
respect to the climatic and other conditions involved: the spring period
from mid-March or the beginning of April up to the middle of May,
50-60 days; the summer period from early June to late August, 65-80
days; the autumn period from early September to the end of October or
middle or late November, 55-75 days. As far as winter goes, there is
simply the work suited to that period, such as haulage of fertilizer, wood,
goods for market, building materials, etc.' (P. Kirchhof, Handbuch der
landwirtschaftlichen Betriebslehre, Dessau, 1852, p. 160).
Thus the more unfavourable the climate, the more the agricultural
working period, and hence the outlay of capital and labour, is com
pressed into a short interval, as for example in Russia. 'In some of the
northern districts, field labour is only possible during from 1 30 to 1 50
days in the course of the year, and it may be imagined what a loss
Russia would sustain, if out of 65,000,000 of her European population,
50,000,000 remained unoccupied during six or eight months of winter,
when all agricultural labour is at a standstill.' Beside& the 200,000
peasants who work in Russia's 10,500 factories, particular cottage
industries have grown up everywhere in the villages. 'There are vil
lages, for instance, in Russia in which all the peasants have been for
generations either weavers, tanners, shoemakers, locksmiths, cutlers,
etc.'; this is particularly the case in the gubernias of Moscow, Vladimir,
Kaluga, Kostroma and St Petersburg. These cottage industries, inci-
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dentally, are already being pressed more and more into the service of
capitalist production; for example, merchants supply the weavers with
warps and weft, either directly, or by intermediate agents. (Abbrevi
ated from Reports by H.M. Secretaries of Embassy and Legation, on the
Manufactures, Commerce etc., no. 8, 1865, pp. 86, 87.) We see here how
the distinction between production period and working period, with the
latter forming only a part of the former, constitutes the natural basis
for the unification of agriculture with rural subsidiary industries, just
as these, in turn, are points of vantage for the capitalist, who first in
trudes in his capacity as merchant. In so far as capitalist production
later manages to complete the separation between manufacture and
agriculture, the rural worker becomes ever more dependent on merely
accidental subsidiary employments and his condition thereby worsens.
As far as capital is concerned, as we shall see later on, all these differ
ences in the turnover balance out. Not so for the worker.
In most branches of industry proper, as well as in mining, transport,
etc., production proceeds evenly and the same working time is worked
year in year out; apart from fluctuations of price, disturbances of
business, etc. and abnormal interruptions, the outlay of capital going
into the daily circulation process is evenly distributed. While market
conditions remain the same, therefore, the reflux or renewal of circu
lating capital is distributed over the whole year in equal portions. How
� in those investments of capital where working time forms only one
part of the production time, there is great unevenness in the outlay of
circulating capital in the course of the different periods of the year, in
as much as the reflux only follows, at one stroke, at a time prescribed
by natural conditions. On a given scale of business, therefore, i.e. with
the same volume of circulating capital advanced, this must be advanced
in larger amounts at once, and for a longer time, than in those businesses
with continuous working periods. The life of fixed capital is significantly
different here from the time in which it actually functions productively.
With this difference between working time and production time, the
time during which the fixed capital is utilized is of course constantly
interrupted for a longer or shorter interval; in agriculture for instance,
with the use of draught cattle, implements and machines. In so far as
this fixed capital consists of draught animals, it continues to require the
same or almost the same outlay on fodder, etc. as during the time in
which it operates. In the case of dead means of labour, non-use also
gives rise to a certain depreciation. The product thus always becomes
dearer, since the transfer of value to the product is not calculated ac-
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cording to the time for which the fixed capital functions, but rather.-1�{
according to the time in which it loses value. fu these branches of pro
duction it is a condition of normal use that fixed capital should lie
idle, whether or not this still involves running costs, just as in spinning
a condition of normal use is the loss of a certain quantity of cotton;
and in the same way, in every labour process, the labour-power ex
pended unproductively, but unavoidably so under normal technical
conditions, counts just as much as the productive. Every improvement
that reduces the unproductive expenditure of means of labour, raw
materials and labour-power also reduces the value of the product.
fu agriculture the two things -are -co-mbined, the long duration of the
working period and a great difference between working time and pro
duction time. Hodgskin correctly notes on this point:
'The difference of time' (although he does not differentiate here be
tween working time and production time) 'required to complete the
products of agriculture, and of other species of labour' is 'the main
cause of the great dependence of the agriculturists. They cannot bring
their commodities to market in less time than a year. For that whole
period they are obliged to borrow of the shoemaker, the tailor, the
smith, the wheelwright, and the various other labourers, whose pro
ducts they cannot dispense with, but which are completed in a few days
or weeks. Owing to this natural circumstance, and owing to the more
rapid increase of the wealth produced by other labour than that of
agriculture, the monopolizers of all the land, though they have also
monopolized legislation, have not been able to save themselves and
their servants, the farmers, from becoming the most dependent class of
men in the community' (Thomas Hodgskin, Popular Political Economy,
London, 1 827, p. 147, note).
All methods in agriculture which on the one hand distribute ex
penditure on wages and means of labour more evenly over the whole
year, and on the other hand shorten the turnover, by diversifying the
products and thus making different crops possible during the year, re
quire an increase in the circulating capital laid out on production, on
wages, fertilizer, seed, etc. This is the case with the transition from the
three-field system (with fallow) to the system of crop rotation with
out fallow. Also with the cultures derobees [undersowing system] in
Flanders.
'The root crops are planted by undersowing; the same field first
bears corn, flax or rape-seed for human requirements, and then after
the harvest root crops are sown for the maintenance of cattle. This
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system, which enables the horned cattle to remain permanently in the
stall, produces a considerable amount of manure and is thus the corner
stone of crop rotation. More than a third of the cultivated area in the
sandy districts is undersown in this way; it i& just as if the cultivated
land had been extended by a third.'
Besides root crops, clover and other fodder is also used here:
'Agriculture, being thus carried to the point at which it is trans
formed into horticulture, understandably requires a relatively con
siderable capital investment. In England the sum reckoned with is 250
francs of investment capital to the hectare.* In Flanders our farmers
will probably find an investment capital of 500 francs per hectate* far
too low' (Essais sur l'economie rurale de fa Belgique, par Emile de
Laveleye, Brussels, 1 863, pp. 59, 60, 63).
Let us finally consider timber-raising:
'The production of timber is fundamentally different from most others
in that here natural forces work independently, and the power of men
or capital is not required for natural growth. Even where forests are
artificially cultivated, the amount of human and capital power ex
pended in comparison with the action of natural forces is only slight.
Furthermore, forests will thrive in types of soil and places where grain
cannot grow, or where it no longer pays to produce it. Forest culture,
however, requires a greater surface area than the cultivation of grain, if
it is to be conducted on a regular commercial basis. Since small plots do
not allow proper forestry methods, the secondary uses are abandoned,
and forest protection is made more difficult, etc. The production process
is also tied to such a long period of time that it extends beyond the plans
of a private undertaking, and sometimes even beyond a single human
life. Capital invested in the acquisition of forest land' (in communal pro
duction this capital disappears and the question is simply how much land
the community can withdraw from arable and grazing land for timber
production) 'only bears fruit after a comparatively long period of time,
and turns over only partially, taking up to 1 50 years in the case of many
types of wood. Moreover, effective timber production actually requires
a reserve stock of growing timber amounting to between ten and forty
times the annual yield. Thus someone who does not have other income
or possess substantial areas of forest cannot pursue regular forestry'
(Kirchhof, p. 58).
The long production time (which includes a relatively slight amount

)1-;

(

* Approximately £4 and £8 per acre respectively at the currency values of the

time.
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of working time), and the consequent length of the turnover period,

makes forest culture a line of business unsuited to private and hence to
capitalist production, the latter being fundamentally a private opera
tion, even when the associated capitalist takes the place of the indi
vidual. The development of civilization and industry in general has
always shown itself so active in the destruction of forests that every
thing that has been done for their conservation and production is
completely insignificant in comparison.
Particularly worthy of note in the quotation from Kirchhof is the
following passage:
'Moreover, effective timber production actually requires a reserve
stock of timber amounting to between ten and forty times the annual
yield.'
Thus the turnover takes from ten years up to forty and more.
It is the same with cattle-raising. Part of the herd (cattle stock) re
mains in the production process, while another part is sold as the an
nual product. Here only one part of the capital turns over each year,
just as in the case of the fixed capital - machinery, draught cattle, etc.
Even though this capital is fixed for a longer time in the production
process, and thus lengthens the turnover of the total capital, it does not
constitute fixed capital in the categorical sense.
What is referred to here as a stock - a definite quantity of growing
wood or cattle - exists partially in the production process (both as
means of 1abour and material of labour); depending on the natural
conditions of its reproduction, a significant part must always exist in
this form in the case of regular cultivation.
A further kind of stock has a similar effect on the turnover, a stock
that forms only potential productive capital, but has to be accumulated
in larger or smaller amounts as a result of the nature of agriculture, and
must be advanced to production for a relatively long time even though
it enters the active production process only bit by bit. This includes
manure, for example, before it is carted to the field, as well as corn, hay,
etc. and any stocks of feed that go into the production of cattle.
'A considerable part of the working capital is contained in the stocks
of the business. These can lose their value to a greater or lesser extent
if the appropriate measures of protection required for their mainten
ance in good order are not taken; a part of the production stock can
even be completely lost to the business by lack of attention. What is
principally required in this connection is painstaking attention to the
barns, fodder and grain lofts and cellars; the storage places must

�
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always be kept well closed, and also kept clean, ventilated, etc.; the
grain and other crops kept in store must be thoroughly turned over from
time to time, and potatoes and beets protected against frost, water and
rot' (Kirchhof, p. 292).
'In calculating one's own requirements, particularly for cattle, in
which connection a division must be made according to the measure of
the product and the intended use, attention must be paid not only to
covering requirements, but also to having a sufficient stock left over for
unforeseen contingencies.. As soon as it appears that the need cannot
be fully met by one's own production, it is necessary to take into con
sideration whether this lack cannot be covered by other products
(substitutes), or whether these cannot be procured more cheaply in
place of the missing products. If there should be a lack of hay, for ex
ample, this can be made up by root crops with added straw. In general,
the material value and market price of the different products must be
constantly borne in mind, and consumption regulated accordingly; if
oats are dearer, for instance, while peas and rye ate relatively cheap,
then it will be advantageous to replace some of the oats for the horses
with peas and rye, and sell the superfluous oats' (ibid., p. 300).
In considering the formation of stock,* we have already noted that a
greater or lesser quantity of potential productive capital is required, i.e.
a quantity of means of production destined for production, which has
to be held in reserve in a greater or lesser amount in order to go into the
production process bit by bit. We noted in this connection that with a
capital investment of a given scale, the size of this production stock
depends on the greater or lesser difficulty of its replacement, its relative
proximity to the supplying markets, the development of means of
transport and c ommu nication, etc. All these circumstances affect the
minimum capital that must exist in the form of productive stock, and
thus the period of time for which advances of capital have to be made,
. and the volume of capital that has to be advanced at once. This volume,

</;-

�

which also has an effect on the turnover, is determined by the longer or
shorter time for which circulating capital is tied up in the form of pro
ductive stock, as only potentially productive capital. On the other hand,
in so far as the extent of this stagnation depends on the greater or lesser
possibility of rapid replacement, on market conditions, etc., it itself
arises from the circulation time, from circumstances that pertain to the
circulation sphere.
'Moreover, a stock of all these implements or accessories, working
• See above, pp.

215-20.
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tools, sieves, baskets, ropes, axle grease, nails, etc. is all the more
necessary for replacement at any moment, the less opportunity there is
of procuring them quickly in the vicinity. Finally, the entire inventory
should be carefully inspected each winter, and the necessary additions
and repairs immediately put in hand. Whether a larger or smaller stock
of implements is generally needed is principally determined by local
conditions. Where there are no craftsmen or shops in the vicinity, a
greater stock must be kept than where these are to be found in the
locality or very close by. If the requisite stocks are procured in greater
quantities at once, under otherwise similar conditions, the advantage
in cheap purchase is generally obtained, provided that a suitable point
of time has been chosen; but of course a greater sum is then withdrawn
. at once from the current capital, which cannot always be dispensed with
in the business ' (Kirchhof, p. 301).
The difference between production time and working time, as we have
seen, permits a wide range of possibilities. The circulating capital can
be in its production time before it enters the actual labour process
(manufacture of lasts); it may still be in production time after it has
undergone the actual labour process (wine, seed-corn); the production
time may be occasionally interrupted by labour time (field crops,
timber) ; or a large part of the product in a condition ready for .circula
tion may remain incorporated in the active production process, while
a much smaller part enters into the annual circulation (timber and
cattle-growing); the greater or lesser length of time, thus the greater or
lesser measure in which circulating capital has to be laid out all at once
in the form of potential productive capital, partly arises from the kind
of production process (agriculture) and partly depends on the proximity
of markets, etc., in short, on circumstances that belong to the circula
tion sphere.
We shall see later on (in Volume 3) what nonsensical theories
MacCulloch, James MiIl* etc. were led to in their attempts to identify
this production time diverging from working time with working time,
attempts which in their turn arose from an incorrect application of the
theory of value.
*

The turnover cycle that we considered previously is a function of the
durability of the fixed capital advanced to the production process.
Since this encompasses a greater or smaller number of years, it also
encompasses a series of turnovers of the fixed capital, repeated either
yearly or within a year.
In agriculture, a turnover cycle of this kind arises from the system of

crop rotation:

'The duration of the lease must in any case not be shorter than the
time taken to complete the system of crop rotation that is introduced

f

and hence with the three-field system it is always reckoned in terms o
3, 6, 9, etc. If we assume the three-field system with complete fallow,

the field is cultivated only four times in six years, and in the years
cultivated, with both winter and summer grain ; the properties of the
soil also require or permit this to be alternated between wheat and rye,
barley and oats. Each kind of grain grows on the same soil better or
worse than the others, each has a different value and is also sold at a
different price. The yield of the land thus varies with the years of culti
vation; it is different in the first half of the cycle ' (in the first three years)
'and in the second. Even the average yield over the whole cycle is not
the same in one case as in the other, since fertility does not just depend
on the quality of the soil, but also on the year's weather, the price also
depending on many different conditions. If the yield is calculated on the
basis of the average years of the entire cycle of six years, and of the

average prices in these years, then the total yield for one year can be
arrived at for either period of the rotation. But this is not the case if
the yield is only calculated for half of the rotation, i.e. for three years,
since then the total yields would not be the same. It is evident from this
that the duration of the lease in the three-field system must be fixed at
at least six years. It is always far more desirable for both landlord and
tenant that the lease should run for a multiple of the lease (sic: F.E.)
and thus instead of six years in the case of the three-field system, it

should be twelve or eighteen years or more, and in the case of the seven
field system not seven but fourteen or twenty-eight' (Kirchhof, pp.

11 7, 1 1 8).

(The manuscript states here: 'The English system of crop rotation.

A

note on this to be given.' - F.E.)

"'On MacCulloch see above, p. 94. James Mill, the Utilitarian philosopher, was
in economics a disciple of Ricardo, his main economic work Elements of Political
Economy being published in 1821. It is not in Volume 3 of Capital, as publishe�,

but rather in Theories of Surplus- Value, that Marx's discussion of the elder Mill's

'futile attempts to resolve the contradictions of the Ricardian system' is to be

found (Part III, pp. 84ff.), a discussion of MacCulloch coming later on in the
same chapter, 'The Disintegration of the Ricardian School' (pp. 168ft'.).
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here with this point. We need only establish the simple fact that all
circumstances that generally produce a variation in the turnover periods
of capital invested in different lines of business may operate individually
(e.g. if one capitalist has the occasion to sell more quickly than his
competitor, if one applies more methods that shorten the working
period than the other does, etc.), and effect a similar variation in the
turnover of the various capitals inhabiting the same line of business.
A permanently effective cause of differentiation in the selling time,
and hence in the turnover time in general, is the distance of the market
where the commodities are sold from their place of production. For the

All the circumstances so far considered as differentiating the circulation

whole period of its journey to the market, capital is confined to the

periods of different capitals invested in different branches of in dustry,

state of commodity capital ; if it is produced to order, then there is

and hence also the times for which capital has to be advanced, such as

added to the time of the journey to the market the time in which the

the distinction between fixed and fluid capital, the difference in working

commodity is up for sale on the market. Improvement in the means of

periods, etc., arise within the production process itself. But the turn

communication and transport shortens absolutely the period in which

over time of capital is the sum of its production time and its circulation

commodities migrate in this way, but it does not abolish the relative

or rotation time. It is self-evident, therefore, that circulation times of

difference in the circulation time of different commodity capitals arising

varying length make for different times of turnover and thus different

from the migration, or even that of different bits of the same commodity

turnover periods. This becomes most readily apparent either when

capital that migrate to different markets. Improved sailing ships and

we compare two different capital investments in which all other cir

steamships, for instance, which shorten the journey, shorten it just as

cumstances modifying the turnover are equal and only the times of

much for nearby ports as for distant ones. The relative difference re

circulation are different, or when a given capital is taken with a given

mains, even though it is often reduced. The relative differences may

composition in terms of fixed and fluid capital, a given working period

however be displaced by the development of the means of communica

etc., and only the circulation time is hypothetically varied.

tion and transport in a way that does not correspond to the natural

One section of circulation time - and relatively the most decisive

distances. For instance, a railway leading from the place of production

one - consists of selling time, the period in which the capital exists

to a major inland centre of population may lengthen the distance to a

in the state of commodity capital. According to the relative extent of

nearer inland point which is not served by a railway, absolutely or

this interval, the circulation time in general, and hence also the turn

relatively, in comparison to the one naturally more distant ; similarly

over period, is lengthened or shortened. An additional "outlay of capital

the relative distances of places of production from the major market

may also be necessary for costs of storage etc. It is clear from the start

outlets may be altered as a result of the same circumstances, which

that the time required for the sale of the finished product may be very

explains the demise of old centres of production and the emergence of

different for individual capitalists in one and the same line of business ;
i.e. not only for the q:uantities of capital that are invested in different
branches of production, but also for the various independent capitals
invested in a particular sphere of production, which in actual fact

new ones with changes in the means of transport and communication.

(In addition to this there is the relatively cheaper cost of transport for
longer distances as compared to shorter.) With the development of the

means of transport, the speed of movement in space is accelerated, and

simply constitute bits of the total capital which have attained an inde

spatial distance is thus shortened in time. In addition t o this, the mass

pendent position. With other circumstances remaining the same, the

of means of communication develops, so that for instance many ships

selling period required by the same individual capital changes with the
general fluctuations in market conditions, or with fluctuations in the
particular line of business in question. We shall not deal any further

depart for the same port at the same time, several trains run between

the same two points along different railways, and, above all, freight

ships leave Liverpool for New York, for example, on different succes-
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sive days of the week, and goods trains run at different hours of the day
from Manchester to London. Admittedly, the last-mentioned develop
ment does not alter the absolute speed, and so neither this part of the
circulation time, if the effectiveness of the means of transport remains at
a given level. But successive quantities of goods can now start their
journey at more closely spaced intervals, and thus arrive on the market
one after the other without accumulating in great masses as potential
commodity capital until they are actually dispatched. Hence the reflux
is distributed over shorter successive periods of time, so that one part is
steadily being transformed into money capital while another part circu
lates as commodity capital. By this distribution of the reflux over
several successive periods, the total circulation time is shortened,
and hence also the turnover. At first the greater or lesser frequency
with which the means of transport function, e.g. the number of trains
on a railway, develops with the degree to which a place of production
produces more, and becomes a major centre of production, and this
is a development in the direction of the already existing market, i.e.
towards the major centres of production and population, towards
export ports, etc. On the other hand, however, and conversely, this
particular ease of commerce and the consequent acceleration in the
turnover of capital (in as much as this is determined by the circulation
time) gives rise to an accelerated concentration of both the centre of
production and its market. With this accelerated concentration of
people and capital at given points, the concentration of these masses of
capital in a few hands makes rapid progress. There is simultaneously a
further shift and displacement as a result of the change in the relative
situation of production and market places which itself results from the
changes in the means of communication. A place of production which
possessed a particularly advantageous position through being situated
on a main road or canal now finds itself on a single railway branch
line that operates only at relatively long intervals, while another point,
which previously lay completely off the major traffic routes, now lies at
the intersection of several lines. The second place rises, the first de
clines. The changes in the means of transport therefore bring about
local variations in the circulation time of commodities, in the oppor

unities to buy and sell, etc., or else they alter the distribution of already

t

existing local variations. The importance of this factor in the turnover
of capital is evinced by the disputes between the mercantile and in
�ustrial representatives of different places and the directors of railways.
(See for example the above quoted Blue Book of the Railway Committee.)
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All branches of production which, owing to the nature of their pro
duct, are oriented principally to local outlets, such

as breweries, thus

develop to their largest dimensions in the major centres of population.
Here the rapid turnover of capital partly balances out the increase in
the cost of many conditions of production, building land, etc.
H the progress of capitalist production and the consequent de

velopment of the means of transport and communication shortens the
circulation time for a given quantity of commodities, the same progress

and the opportunity provided by the development of the means of
transport and communication conversely introduces the necessity of
working for ever more distant markets, in a word, for the world market.
The mass of commodities in transit grows enormously, and hence so
does the part of the social capital that stays for long periods in the stage
of commodity capital, in circulation time - both absolutely and
relatively. A simultaneous and associated growth occurs in the portion
of social wealth that, instead of serving as direct means of production,
is laid out on means of transport and communication, and on the fixed
and circulating capital required to keep these in operation.
Merely the relative length of the journey of commodities from their
place of production to their outlet gives rise to a difference not only in
the first part of the circulation time, the selling time, but also in the
second part, the transformation of money back into the elements of
productive capital, the purchasing time. Say that the commodity is sent
to India. This takes maybe four months. Let us take the selling time

as

zero, i.e. assume that the commodity is shipped to order and paid for
on delivery to the producer's agent. A further four months is required to
send back the money (the form in which it is remitted is immaterial here).
It is thus altogether eight months before the same capital can function
once again as productive capital, and can be used to renew the same
operation. The variations in turnover brought about in this way form
one of the material bases for differing periods of credit, just as over
seas trade in general, in Venice and Genoa, for instance, formed one
of the original sources of the credit system in its true sense.
'The crisis of 1 847 enabled the banking and mercantile community
of that time to reduce the India and China usance' (time allowed for
the currency of bills of exchange between there and Europe) 'from ten

months' date to six months' sight, and the lapse of twenty years with
all the accelerations of speed and establishment of telegraphs . . •

renders necessary . . . a further reduction ' - from six months' sight to
four months' date as a first step to four months' sight. 'The voyage of
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a sailing vessel via the Cape from Calcutta to London is on the average

under

90

days. An usance of four months' sight would be equal to a

currency of say

150

days. The present usance of six months' sight is

equal to a currency of say 210 days'

(Economist, 16 June 1 866).

' The Brazilian usance remains at two and three months' sight, bills

from Antwerp are drawn ' (on London) ' at three months' date, and
even Manchester and Bradford draw upon London at three months and

longer dates. By tacit consent, a fair opportunity is afforded to the
merchant of realizing the proceeds of his merchandise, not indeed be�
fore, but within a reasonable time of, [when] the bills drawn against it
fall due. In this view, the present usance for Indian bills cannot be con�

sidered excessive. Indian produce for the most part being sold in

London with three months' prompt, and allowing for loss of time in

�

while

another period of five months will have previously elapsed (on a erage)

between the time of purchase in India and of delivery in the English

warehouse. We have here a period of ten months, whereas the bill
drawn against the goods does not live beyond seven months' (ibid.,

30
1 866).
On 2 July 1 866, five big London banks dealing mainly with India and

June

China, and the Paris Comptoir d'Escompte, gave notice that ' from the
1st January

1 867, their branches and agencies in the East

will only buy

o

and sell bills of exchange at a term not exceeding four m nths' sight '

(ibid.,

7 July 1 866).

sphere, but they react directly back on the production sphere,

qUIte apart from all terms of payment and credit conditions, ' i.e. even

with cash payment. Coal, cotton, yarn, etc. are discrete products.

Each day provides its quantity of finished product. But if the spinner

On the other hand :

effecting sales, cannot be realized much within five months

�

tio

However this reduction miscarried, and had to be

abandoned. (Since then the Suez Canal has revolutionized all this.)

It is clear that with the longer circulation time of commodities, the

risk of a change of price on the selling market rises, owing to the

lengthening of the period in which this price change can occur.

A difference in circulation time, both individually between different

capitals in the same branch of industry, and between different branches
of industry according to the different usances, when payment is not

immediately made in cash, arises from the different terms of payment in

purchase and sale. We shall not dwell any longer on this point here,

although it is important for the credit system.

The size of delivery contracts, which grows with the volume and scale

of capitalist production, also gives rise to differences in the turnover time.

The contract of delivery, as a transaction between buyer and seller, is

an operation pertaining to the market, to the sphere of circulation. The
differences in turnover time arising from it thus arise from the circula�

or mine-owner agrees to deliver quantities of products which require,
.
ay, a four-week or sIx-week period of successive working days, it is

�

Just the same, with respect to the length of time for which capital has to

be advanced, as if a continuous working period of four to six weeks was

introduced into his labour process. It is of course assumed here that the

entire quantity of products ordered is to be delivered at once, or at
least is paid for only after it has all been delivered. Each day, then, con�
sidered in isolation, has provided its particular quantity of finished

products. But this finished quantity is still only a part of the quantity

contracted for. If the already finished part of the commodities ordered

is no longer in the production process, it is still merely lying in the

warehouse as potential capital.

We come now to the second stage of the circulation time, the time of

purchase, or the period in which the capital is transformed back from

the money form into the elements of productive capital. In the course

of this period it must persist for a shorter or longer time in its state of

mdney capital, and thus a certain part of the total capital advanced
always exists in the state of money capital, although this part consists of
constantly changing elements. In a particular business, for instance,

n x £100 of the total

capital advanced has to be present in the form of

money capital ; this is continuously being transformed into productive

capital, but just as constantly being added to again by the

influx from

circulation, from the realized commodity capital. Thus a definite por�

tion of the capital value advanced always exists in the state of money

capital, i . e. in a form pertaining not to its sphere of production but

rather to its sphere of circulation.

We have already seen how, when the time in which capital is confined

to the form of commodity capital is prolonged, by the greater distance
of the market, this directly gives rise to a delayed reflux of money,

and

thus also delays the transformation of capital from money capital into
productive capital.

We also saw (Chapter

6),

with respect to the purchase of commodi

ties, how the time of purchase, and the greater or lesser distance from

the major sources of raw material, makes it necessary to buy raw

materials for longer periods and keep them available in the form of
productive stock, latent or potential productive capital; how this in-
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creases the mass of capital that must be advanced at one stroke, and

wool in the wool markets of those districts where at other times the

the time for which it must be advanced, the scale of production being

wool trade is generally dull, etc.' (Kirchhof, p. 302).

In considering the second half of the circulation time, during which

otherwise the same.

In different branches of industry, the shorter or longer periods for

money is transformed back into the elements of productive capital, it is

which large quantities of raw materials are thrown onto the market
have a similar effect. In London, for instance, major auctions of wool

not only this conversion alone that is involved, nor only the time in

take place every three months, and these dominate the wool market,

where the product is sold. What is also and especially involved is the

which the money flows back, according to the distance of the market

a

whereas the cotton market is on the whole supplied continuously from

extent to which

harvest to harvest, even if not always evenly. Periods of this kind deter,.

money form, in the state of money capital.

part of the capital advanced must always exist in the

mine the major terms of purchase for these raw materials, and particu

If we leave out of consideration all speculative activities, the scale of

larly affect speculative purchases, making necessary longer or shorter

purchases of those commodities that must be constantly present as a

advances in these elements of production, just as the nature of the

productive stock depends on the latter's periods of renewal, i.e. on

commodities produced affects the speculative and deliberate with

circumstances that in turn depend on market conditions, and hence

holding of products from the market for longer or shorter periods in the

vary for different raw materials, etc. Here, therefore, money must from

form of potential commodity capital.

time to time be advanced in large amounts at once. But whether it flows

' The agriculturalist must therefore also be a speculator to a certain

back quicker or more slowly, according to the turnover of the capital, i t

extent, and hold back the sale of his products according to the condi

always flows back b i t b y bit. One part of it is just a s regularly spent again

tions of the time . . . '

at short intervals, i.e. the part transformed back into wages. Another

(A few general rules follow : F.E.)

part, however, that transformed back into raw materials, etc., has to be

' Marketing the products, however, mostly depends on the person,

accumulated for a longer period of time as a reserve fund, either for

the product itself and the locality. Someone who, besides being skilful

purchase or for payment. It therefore exists in the form of money

and fortunate

( 0, is endowed with sufficient operating capital, is not

to

capital, although the extent to which it exists in this form changes.

be blamed if he sometimes lets the crops he has obtained lie for a year

We shall see in the next chapter how other circumstances, arising

when prices are unusually low ; someone who has insufficient operating

both from the production and the circulation processes, require this

capital, on the other hand, or who completely lacks the spirit of specula

presence of a definite portion of the capital advanced in the money

tion ( !), will seek to obtain the current average price, and will thus have

form. It should generally be noted, however, that the economists are

to sell as soon and as often as he has the opportunity. To let wool lie

much inclined to forget not only that a part of the capital needed in a

for longer than a year will almost always involve a loss, while corn and

business is constantly passing alternately through the three forms of

oil-seed can be kept for a few years without any detriment to their

money capital, productive capital and commodity capital, but that it i s
always different portions o f this that possess these forms alongside

quality and properties. Products that are generally subject to a sub
stantial rise and fall in price over short periods of time, such as for
example oil-seed, hops, teasels and the like, are rightly left to lie in the
years when their prices stand far below the prices of production. One
should least delay the sale of such objects as give rise to daily costs of
maintenance, such as fattened cattle, or are liable to spoil, such as fruit,
potatoes, etc. In many districts, a product generally has at certain times
of the year its lowest price, at other times its highest ; grain, for instance,
is in many places generally lower in price at Martinmas than between
Christmas and Easter. There are also many products in several dis
tricts that are only good for sale at certain times, as is the case with

each other, even if the relative magnitudes of these portions are in
constant flux. It is particularly the part always present as money capital
that the economists forget, although precisely this circumstance is very
necessary for the understanding of the bourgeois economy, and makes
itself felt as such in practice as well.
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One possibility is that the scale of production is cut back, so that the
sum of

£900 is now sufficient to keep work going during the circulation

time of the first turnover as well as during the working period. A second
working period is then begun in the tenth week - and thus a new turn
over period as well - before the first turnover period is at an end, since
the turnover period is a twelve-week one, while the working period is
nine weeks.

£900

divided by

12

weeks gives £75 per week. It is clear

straight away that a cut of this kind in the scale of business presupposes
different dimensions for the fixed capital, and thus a reduced invest
In this chapter and the one following, we deal with the influence of
circulation time on the valorization of capital.
[First example.] Let us consider a commodity capital that is the pro
duct of a working period of nine weeks, for example. We abstract for

the time being both from the portion of the product's value that is
added to it by the average wear and tear of the fixed capital, and from

the surplus-value added to it during the production process, so that the
value of this product can be taken as equal to the value of the fluid
capital advanced for its production, i.e. the value of the wages and of the
raw and ancillary materials consumed in its production. Let this value

be £900, so that the weekly outlay amounts to £100. The periodic
production time, which coincides here with the working period, is nine
weeks. It is immaterial in this connection whether we assume a working

period for a continuous product or a continuous working period for a
discrete product, as long as the quantum of the discrete product that is
put on the market at one stroke simply takes nine weeks' labour. Let

the circulation time be three weeks. The total turnover period is then
twelve weeks. After nine weeks have elapsed, the productive capital

advanced is transformed into commodity capital, but it now has to
spend three weeks in the circulation period. Thus the new cycle of
production can begin again only at the start of the thirteenth week, and
production is at a standstill for three weeks, or a quarter of the total

circulation period. It is also immaterial whether we suppose that this is
the average time that it takes to sell the commodity, or whether the
time is determined by the distance of the market, or, alternatively again,
by the date of payment for the commodity sold. In every three months,

ment in general. It is questionable, however, whether this reduction can
always be made, since the development of production in the various
branches of industry sets a normal minimum of capital investment be
low which the business in ql,lestion will cease to be competitive. This
normal minimum itself grows steadily with the development of capital
ist production, and so it is in no way fixed. Between the normal mini
mum at any time and the normal maximum, which is itself continuously
on the increase, there are several intermediate levels - a middle range
that permits varying degrees of capital investment. Within the bounds
of this middle range, therefore, there can be a reduction in scale, the
limits to this being fixed by the normal minimum at the time. In the
case of a hold-up of production, over-supply of markets, increase in

prices of raw materials, etc., the limitation of the normal outlay of
circulation capital in relation to a given basis of fixed capital takes the
form of a limitation of working hours, for example only half the day
being worked, just as in periods of prosperity there is an abnormal
extension of the circulating capital on the given basis of fixed capital partly by the prolongation of working hours, partly by their intensifica
tion. With businesses that have always to reckon with fluctuations of
this kind, these are coped with partly by the above means, and partly
also by the employment of a larger number of workers, combined with
a reserve of fixed capital, e.g. reserve locomotives on the railways, etc.
Here we leave such abnormal fluctuations out of account, as we are
assuming normal conditions.
For production to be continuous, the same circulating capital must

be distributed in this case over a longer period of time, over twelve
weeks instead of hine.

In any given interval of time, therefore, the pro

3

ductive capital function is reduced ; the fluid part of the productive

Hence if production is to be continuous; pursued on the same scale

which the productive capital functioning during the nine-week working

production is at a halt for three weeks, i.e. for 4 x 3 = 1 2 weeks
months of the year, or a quarter of the annual turnover period.
week in, week out, there are only two possibilities.

=

capital is reduced from

100 to 75,

period is reduced is 9 x 25

=

i.e. by a quarter. The total sum by

£ 2 25, or a quarter of the £900. But the ratio
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=

1. It follows
of the circulation time to the turnover period is also 132
the
during
circulation
interrupted
be
to
not
is
production
therefore that if
time ofthe productive capital that has been transformed into commodity
capital, if it is rather to be continue sin:u1tan�ouslY �nd con�inuouslY
week by week, and there is no specIal cIrculatmg capItal avaIlable for
this purpose, the goal can only be attained by reducing the scale of the
productive operations, by diminishing the fluid component of the
functioning productive capital. The portion of fluid capital thus set
free for production during the circulation time is related to the total
fluid capital advanced as the circulation time is to the turnover period.
As already noted, this applies only to branches of production in which
the labour process is continued week in, week out on the same scale,
and where the amounts of capital that have to be laid out do not vary
between the different working periods, as in agriculture.
If, however, we assume the reverse of this, namely that the nature of
the investment excludes a reduction in the scale of production and hence
also in the fluid capital to be advanced each week, then the continuity of
production can be maintained only by an additional fluid capital, in the
above case one of £300. During the turnover period of twelve weeks,
£1,200 is successively advanced, of which £300 makes a quarter, as does
three weeks out of twelve. After the working period of nine weeks, the
capital value of £900 is transformed from the form of productive capital
into that of commodity capital. Its working period is concluded, and
this cannot immediately be repeated with the same capital. During the
three weeks for which the capital exists in the circulation sphere, func
tioning as commodity capital, it is the same for the production process
as if it did not exist at all. We are abstracting here from all credit rela
tions and assume therefore that the capitalist operates only with his
own apital. But while the capital advanced for the first working period
spends three weeks in the circulation process after completing its pro
duction process, an additional capital outlay of £300 now functions, so
that the continuity of production is not i�terrupted.
The following must now be noted in this connection :
Firstly, the working period of the capital of £900 originally advanced
is ended after nine weeks, and yet the capital does not return for another
three weeks, until the beginning of the thirteenth week. A new working
period, however, is immediately opened with the additional capital of
£300. This is precisely how the continuity of production is maintained.
Secondly, the functions of the original capital of £900, and of the
capital of £300 newly advanced at the close of the first nine-week work-

�

�

ing period, which opens the second working period without interrup
tion on the close of the first, are completely separate in the first turn
over period, or can at least be separated, whereas in the course of the
second turnover period they cut across one another.
We can represent the matter more clearly in the following way :
First turnover period of twelve weeks. First nine-week working
period ; the turnover of the capital advanced in this period is completed
by the start of the thirteenth week. During the last three weeks the
additional capital of £300 functions, opening the second nine-week
working period.
Second turnover period. At the start of the thirteenth week, £900 has
returned and is available to begin a new turnover. But the second work
ing period has already opened in the tenth week with the additional
£300 ; by the beginning of the thirteenth week, a third of this working
period has been completed by means of this capital, and £300 has been
transformed from productive capital into products. Since there are only
six weeks more to go till the end of the second working period, only two
thirds of the returned capital of £900, i .e. only £600, can enter the
production process of the second working period. £300 of the original
£900 is set free, to play the same role that the capital of £300 played in
the first working period. At the end of the sixth week of the second
turnover period, the second working period is concluded. The capital
of £900 laid out on it flows back three weeks later, i.e. at the end of the
ninth week of the second twelve-week turnover period. During the
three weeks of its circulation time the capital of £300 that was set free
enters the scene. This begins the third working period of a capital of
£900 in the seventh week of the second turnover period, or the nine
teenth week of the year.
Third turnover period. The end of the ninth week of the second turn
over period brought a new reflux of £900. But the third working period
had already begun in the seventh week of this turnover period, and six
weeks of this have already elapsed [by the start of the third turnover].
Thus it has only three more weeks to run. Of the £900 that returned,
only £300 therefore goes into the production process. The fourth work
ing period comprises the remaining nine weeks of this turnover period,
and thus the fourth turnover period and the fifth working period begin
together with the thirty-seventh week of the year.
[Second example.] In order to simplify the example for purposes of
calculation, we shall assume a working period of five weeks and a
circulation time of five weeks, making a turnover period of ten weeks;
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fifty weeks to the year; and a capital outlay of £100 per week. Thus the
working period requires a fluid capital of £500, and the circulation time
of the additional capital a further £500. Working periods and turnover
times can now be represented as follows :
Working Period

Weeks

1
2

1-5

6-10
1 1-1 5
1 6-20
21-25

3
4
5

Commodities in £

500
500
500
500
500

Returning

end of week 10

..

"

"

"

"

"

15
20
25
30

etc.

If the circulation time was zero, so that the turnover period was the
same as the working period, the number of turnovers would simply equal
the number of working periods in the year, hence with a five-week
working period, 50+ 5
1 0 ; the value of the capital turned over
would be 500 x 10
£5,000. In the above table, where a circulation
time of five weeks is assumed, a value of £5,000 in commodities is still
produced each year, but one tenth of this, i.e. £500, is always in the
shape of commodity capital, and returns only after five weeks' delay. At
the end of the year, therefore, the product of the tenth working period
(weeks 46-50) has only completed half its turnover time, since its
circulation time falls into the first five weeks of the ensuing year.
[Third example.] We now take a third example: working period six
weeks, circulation time three weeks, weekly advance for the labour
process £100.
First working period: weeks 1-6. At the end of the sixth week a com.
modity capital of £600, returning at the end of week 9.
Second working period : weeks 7-1 2. £300 additional capital ad
vanced during weeks 7-9. A return of £600 at the end of week 9. £300
of this advanced in weeks 10-12, so that £300 is free at the end of week
12, and £600 present in commodity capital, returning at the end of week
.
1 5.
Third working period : weeks 1 3-1 8. Advance of the above £300 in
weeks 1 3-15, then return of £600, of which £300 is advanced for weeks
1 6-18. At the end of week 1 8, £300 is free in money; £600 is present in
commodity capital, and returns at the end of week 2 1 . (For a more
detailed presentation of this case see heading 2 below.)
600 X 9 = £5,400 worth of commodities are thus produced in nine
working periods ( 54 weeks). At the end of the ninth working period,
=

=

=

the capitalist has £300 in money, and £600 in commodities which have
not yet completed their circulation time.
When we compare these three examples, we find, firstly, that only in
the second example do capital I of £500 and additional capital I I, also
£500, successively replace one another, so that the two portions of
capital perform their movements separately, and this is simply because
the assumption is made that the case is the highly exceptional one in
which the working period and the circulation time form two equal
halves of the turnover period. In all other cases, no matter what the
discrepancy between the two sections of the turnover period may be,
the movements of the two capitals intersect, as in the first and third
examples, right from the second turnover period onwards. The capital
functioning in the second turnover period is then formed by the addi
tional capital I I together with a part of capital I, while the remainder
of capital I is set free for the original function of capital II. The capital
active during the circulation time of the commodity capital is no longer
identical with the capital II originally advanced for this purpose, but it
is equal to it in value and forms the same aliquot part of the total
capital advanced.
Secondly, the capital which has functioned during the working period
lies idle during the circulation time. In the second example, the capital
functions for a working period of five weeks and is idle for a circulation
period of five weeks. Thus the overall time during which capital I is idle
amounts to half of every year. However, the additional capital required
to maintain the continuity of production during the circulation time is
not determined by the total sum of circulation time within tne year, but
simply by the ratio of circulation time to turnover period. (We assume
here of course that all the turnovers take place under the same condi
tions.) Hence it is an additional capital of £500 that is needed in the
second example, and not one of £2,500. This simply follows from the
fact that the additional capital enters the turnover just as much as that
originally advanced, and so is replaced after a number of turnovers just
as the former was.
Thirdly, it in no way alters the circumstances considered here if the
production time is longer than the working time. The total turnover
period is certainly extended by this factor, but this extended turnover
does not require any additional capital for the labour process. The
additional capital simply has the job of filling up the gaps .in the labour
process that are due to the circulation time, and so it has to protect
production only from disturbances that arise as a result of this circula-
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tion time; disturbances that arise from the specific conditions of pro
duction are taken care of in another way, which is not under considera
tion here. There are however businesses where work is done only
spasmodically, to order, and in which there can be interruptions be
tween the working periods for this reason. In such cases th(;( need for
additional capital is proportionately reduced. In most types of seasonal
work, moreover, there is also a certain limit for the reflux. The same
work cannot · be repeated the next year with the same capital, if this
capital has not meanwhile completed its circulation time. The circula
tion time may however be less than the interval between one production
period and the next. In this case the capital lies idle unless it is applied
in the meantime in another manner.
Fourthly, the capital advanced for one working period, e.g. the £600
in the third example, is laid out partly on raw and ancillary materials,
i.e. in a productive stock for the working period, in constant circulating
capital, and partly in yariable circulating capital, in payment for labour
itself. Not all of that part of the capital laid out on constant circulating
capital need exist for the same length of time in the form of productive
stock; e. g. raw material may not be stored for the whole working
period, or coal may be procured every two weeks. None the less, if we
again exclude credit here, this part of the capital, in so far as it is not
present in the form of a productive stock, must still remain available in
the money form, in order to be transformed into productive stock ac
cording to need. This in no way alters the value of the constant circu
lating capital advanced for six weeks. Wages, on the other hand - quite
apart from the money for unforeseen expenses, the specific reserve
fund to cope with disturbances - are paid at shorter intervals, mostly
weekly. So except where the capitalist forces the worker to make parti
cularly long advances of his labour, the capital needed for wages must
be present in the money form. When capital returns, therefore, one
part must be kept in the form of money for payment of labour, while
another part can be transformed into productive stock.
Tbe additional capital is divided up just like the original capital. But
what distinguishes it from capital I is that it must already be advanced
for the entire duration of the first working period of capital I, which it is
not involved in, in order to be available for its own working period (this
is again abstracting from credit relations). During this time it can be at
least partially transformed already into constant circulating capital.
The extent to which it assumes this last form, or else persists
in the form of additional money capital until the time that this trans-
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formation is necessary, will depend partly on the particular production
conditions of the specific lines of business involved, partly on local
circumstances, and partly ali fluctuations in the price of raw materials,
etc. If we consider the total social capital, then a more or less significant
part of this additional capital exists for a prolonged time in the state
of money capital. As far as the part of capital I I advanced for wages is
concerned, however, it is only gradually transformed into labour-power,
in as much as the working periods that elapse and are paid for are rela
tively short. This part of capital II is thus present in the form of money
capital for the whole duration of the working period, until it is trans
formed into labour-power and thus embarks on the function of pro
ductive capital.
This intervention of the additional capital required for the conversion
of capital I's circulation time into production time thus not only in
creases the size of the capital advanced and the length of time for which
the total capital has to be advanced, but it also specifically increases that
part of the capital advanced that exists as a money reserve, i.e. exists in
the state of money capital and possesses the form of potential money
capital.
The same thing occurs (as concerns both an advance of capital in
the form of productive stock and that in the form of a money reserve)
if the division of the capital into two parts that is required by the circu
lation time - capital for the first working period and replacement
capital for the circulation time - is brought about not by an increase in
the capital laid out, but instead by a reduction in the scale of produc
tion. In relation to the scale of production, the capital confined to the
money form increases here still further.
What is always attained by this division of the capital into original
productive capital and additional capital is the uninterrupted succes
sion of working periods, the steady functioning of an equal-sized part
of the capital advanced as productive capital.
Let us consider the second example. The capital existing in the pro
duction process at any one time is £500. Since the working period is five
weeks, this capital operates ten times in every fifty weeks (taken as a
year). If we disregard surplus-value, the product therefore amounts to
10 x 500
£5,000. From the standpoint of the capital functioning
directly and uninterruptedly in the production process - a capital value
of £500 - the circulation time thus appears to have disappeared com
pletely. The turnover period coincides with the working period ; the
circulation time is assumed to be zero.
=
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But if the capital of £500 were to be regularly inhibited in its pro
ductive activity by the circulation time of five weeks, so as to be only
ready for production once again after completing the entire turnover
period of ten weeks, we should have, in the fifty-week year, five ten-week
turnovers ; these would include five five-week production periods, i.e. a
total of twenty-five weeks' production with a total product of 5 x 500
£2,500 ; and five five-week circulation times, i.e. a total circulation time
of also twenty-five weeks. If we say in this case that the capital of £500
has turned over five times in the year, then it is perfectly clear that for
half of each turnover period this capital of £500 has not functioned as
productive capital at all, and that, all things considered, it has func
tioned only for half the year, and not during the other halt
In our example, the replacement capital of £500 enters the scene for
the duration of these five circulation times, and in this way the turn
over is raised from £2,500 to £5,000. But the capital advanced is now
£1 ,000 instead of £500. 5,000 divided by 1 ,000 is 5. Thus instead of ten
turnovers we have five. But because it is then said that the capital of
£1 ,000 has turned over five times in the year, the memory of the circula
tion time vanishes from the empty heads of the capitalists, and the con
fused idea is formed that this capital has functioned constantly in the
production process throughout the five successive turnovers. How
ever, when we say that the capital of £1 ,000 has turned over five times,
we include in this the circulation time as well as the production time.
In fact, if £1,000 really had been continuously active in the production
process, then the product would have been £10,000, on the basis of our
assumptions, instead of £5,000. And in order to have £1 ,000 continu
ously in the production process, a capital of £2,000 would have had to
be advanced. The economists, who have never produced a clear ac
count of the turnover mechanism, constantly overlook this basic �spect,
i.e. the fact that only a part of the industrial capital can be actually en
gaged in the production process, if production is to proceed without
interruption. In other words, one part can function as productive
capital only on condition that another part is withdrawn from produc
tion proper in the form of commodity or money capital. Since this is over
looked, so also is the importance and role of money capital in general.
What we now have to investigate is the difference in the turnover that
arises according to whether the two sections of the turnover period working period and circulation period - are equal, or whether the work
ing period is longer or shorter than the circulation period ; further, how
this affects the tying-up of capital in the form of money capital.
=

We assume here that the capital advanced each week is in all cases

£100, and the turnover period nine weeks, so that the capital that has
to be advanced for each turnover period is £900.

I. W O R K I N G P ER I O D AND C I R C U L A T I O N P ER I O D E Q U A L

This case, though in reality it is only a chance exception, must serve as
the starting-point for the discussion, since it is here that conditions are
present in their simplest and most palpable form.
The two capitals (capital I, which is advanced for the first working
period, and additional capital I I, which functions during the circulation
period of capital I) relieve one another in their movements without
crossing each other's path. With the exception of the first period,
therefore, each of the two capitals is advanced only for its own turnover
period. If the turnover period is nine weeks, as in the following examples,
then the working period and circulation period are accordingly both
four and a half weeks. We then have the following schema for a com
plete year [Table I].
In the fifty-one weeks that we take here as the year, capital I has
concluded six fun working periods, and thus produced commodities to
the value of 6 x 450
£2,700; capital II has produced commodities for
five full working periods, 5 x 450
£2,250. Capital I I has also pro
duced a further £150 in the final one and a half weeks of the year (mid
week 50 to end of week 51) a total product of £5,100 in fifty-one weeks.
As far as the direct production of surplus-value is concerned, and this is
produced only during the wor�ing period itself, the total capital of
£900 has turned over 51 times (5j x 900 5,1 00). But if we consider
the real turnover, then capital I has turned over 5j times, since at the"
end of week 51 it has only three weeks of its sixth turnover period still
to complete : 5f x 450
£2,550; while capital II has turned over 5t
times, since it has only completed one and a half weeks of its sixth turn
over period, and a further seven and a " half weeks of this fall in the
coming year: 5t x 450
£2,325 ; real amount turned over £4,875.
We may treat capital I and capital II as two quite independent
capitals. In their movements they are completely autonomous; these
movements are complementary only in so far as their working and
circulation periods directly relieve one another. They can be considered
as two completely independent capitals, belonging to different capital.
ists.
=

=

-

=

=

=

=
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Capital I has gone through five complete turnover periods and two
thirds of its sixth. It exists at the end of the year in the form of com
modity capital, requiring a further three weeks for its normal realiza
tion. It functions as commodity capital and circulates. As far as its last
turnover goes, it has completed only two thirds of it. This is expressed
by saying that it has turned over only two thirds of a time ; only two
thirds of its total value has turned over completely. We say that £450
completes its turnover in nine weeks, and therefore £300 does so in six
weeks. By expressing it in this way, we leave aside the organic relations
between the two specific and different components of the turnover time,
since the exact sense of the statement that the capital of £450 advanced
has made 51 turnovers is simply that it has made five turnovers and
only completed two thirds of its sixth. Nevertheless, the expression that
the capital turned over is 5j- the capital advanced, thus in the above
case 5j- x 450
£2,550, is correct in the sense that, if this capital of
£450 were not supplemented by another capital of £450, then one part
of it would have to exist in the production process, and another part in
the circulation process. If the turnover time is to be expressed in terms
of the quantity of capital turned over, it can only ever be expressed in
a quantity of existing value (in fact, of finished produats). The circum
stance that the capital advanced does not exist in a state in which it can
reopen the production process once again is expressed in the form that
only one part of it exists in a state suitable for production, or that, in
order to exist in a state of continuous production, the capital must
always be divided into one part that is in the production period and
another part in the circulation period, according to the ratio between
these two periods. This is the same law as that which determines the
mass of productive capital functioning at one time by the ratio of
circulation time to turnover time.
Of capital II, at the end of week 5 1 , which we take here as the close
of the year, £150 is advanced in the production of unfinished products.
A further part exists in the form of fluid constant capital - raw material,
etc. - i.e. in a form in which it can function as productive capital in the
production process. But a third part exists in the money form, a
quantity at least as great as the amount of wages for the remainder of
the working period (three weeks), which are paid only at the end of each
week. Even though this part of the capital does not exist in the form of
productive capital at the beginning of the new year, i.e. of a new tum-:
over cycle, but rather in the form of money capital in which it is in
capable of entering the production process, the new turnover neverthe=
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less opens with fluid variable capital, i.e. living labour-power, active in
the production process. This phenomenon comes about because al
though labour-power is bought and used at the beginning of the work
ing period, say weekly, it is paid for only at the end of the week. Here
money functions as means of payment. It therefore exists on the one
hand as money still in the hands of the capitalist, while on the other
hand labour-power, the commodity into which it is converted is
already active in the production process, and thus the same ca ital
value here appears two-fold.

;

If we consider simply the working periods, then
Capital I has produced
"
II "

6 X 450
5t x 450

=

i.e. together

5f x 900

=

£2,700
£2,400

=

£5, 100

The money capital of £900 advanced has thus functioned as productive
capital 5t times in the year. As far as the production of surplus-value is
concerned, it is all the same whether £450 in the production process
always functions alternately with £450 in the circulation process, or
whether £900 functions for four and a half weeks in the circulation
process.
Ifwe consider the turnover periods, on the other hand, then
. Capital I has turned over 51 x 450
"
II "
"
"
5i x 450
i.e. the total capital turned over is

5152 x 900

=

£2,550
£2,325

=

£4,875

=

This is because the turnover of the total capital is equal to the amounts
of capitals I and I I turned over, divided by the sum of capitals I and II.
It should be noted here that capitals I and II, if they really were
independent of one another, would still only form different indepen
dent parts of the social capital advanced in the same branch of produc
tion. If the social capital in this branch of production consisted only of
I and I I, the same calculation would hold for the turnover of the social
capital in this branch as holds here for the two components I and I I of
the same private capital. Any portion of the total social capital in a
particular branch of production can be calculated in this way by ex
tension. Finally, the number of turnovers of the total social capital
equals the sum of the capital turned over in the' various branches of
production, divided by the sum of the capital advanced in these branches.

It should further be noted that, just as here, in the same private
bu.;:iness, the two capitals I and II have, in the strict sense, different
turnover years (in as much as the turnover cycle of capital II begins
four and a half weeks later than that of capital I, and I's year therefore
comes to a close four and a half weeks earlier than that of II), so too
the various private capitals in the same branch of production begin
business at quite different points in time and hence complete their
annual turnover at different times of the year. The same average calcu
lation that we applied above to I and II also serves here to reduce the
turnover years of the various independent parts of the social capital to
a uniform turnover year.

2. W O R K I N G P ER I O D L O N G E R T H A N C I R C U L A T I O N
P ERIOD

In this case the working and turnover periods of capitals I and I I cut
across one another, instead of following on from each other. We also
find capital set free, which was not the position in the case considered
previously.
This is in no way altered by the fact that now, as previously, (1) the
number of working periods of the total capital advanced is equal to the
value of the annual product of the two parts of the capital advanced,
divided by the total capital advanced, and (2) the number of turnovers
of the total capital is equal to the sum of the two amounts turned over,
divided by the sum of the two capitals advanced. Here, too, we must
consider the two portions of capital as if they performed their turnover
movements in complete independence of one another.
*

We assume once again that £100 has to be advanced each week in the
labour process. The working period lasts for six weeks, and therefore
requires an advance of £600 (capital I). The circulation period is three
weeks, and so the turnover period, as above, is nine weeks. A capital IT of
£300 enters the scene during the three-week circulation period of capital
I. If we consider the two as independent capitals, then the annual
turnover presents itself according to the following schema [Table I I].
The production process proceeds uninterruptedly on the same scale
throughout the whole year. Here we have kept the two capitals I and II
completely separate. But in order to present them separately in this
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T A B L E II

Capital I,

£600

Turnover Period
(weeks}

I
II
III
IV
V
VI

1-9
10-18
19-27
28-36
37-45
46-(54)

Additional Capital II,

I
II
III
IV
V

Advance in £

Working Period
(weeks)

1-6
10-1 5
19-24
28-33
37-42
46-51

600
600
600
600
600
600

Circulation Period
(weeks)

7-9
1 6-1 8
25-27
34-36
43-45
(52-54)

Turnoverperiod I: weeks 1-9

£300

Turnover Period
(weeks)

Working Period
(weeks)

Advance in £

Circulation Period
(weeks)

7-1 5
1 6-24
25-33
34-42
43-51

7-9
1 6-1 8
25-27
34-36
43-45

300
300

10-15
1 9-24
28-33
37-42
46-51

300
300

300

way, we have had to cut through their actual intersections and en
tanglements. According to the above table, for instance, the amounts
turned over would be :

5t x 600
5 x 300

=
=

£3,400
£1 ,500

for the total capital, 5t x 900

=

£4,900

capital I
capital I I

by the end of week 9. The capital I of £600 that has just returned there
fore moves into action once more, and £300 of it meets the advance
needed for weeks 10-12. The second working period is thus taken care
of. A product to the value of £600 is in circulation and will return at
the end of week 1 5 ; on top of this, however, £300, the amount of the
original capital I I, is set free and can function in the first half of the
following working period, i.e. weeks 1 3-15. Mter this has elapsed, the
£600 then returns once again ; £300 of it suffices until the close of the
working period, while £300 remains free for the following period.
The matter now stands as follows :

This is not correct, however, since, as we shall see, the actual produc
tion and circulation periods do not entirely coincide with those in the
above table, in which the important thing was to exhibit the two capitals
I and II in complete independence from one another.
In reality, for instance, capital II does not have working and circula
tion periods separate from those of capital I. The working period is
six weeks, the circulation period three weeks. Since capital II is only
£300, it can serVe for only part of a working period. This is in fact the
case. At the end of week 6, a product to the value of £600 steps out into
circulation, and at the end of week 9 this value returns in money.
Capital II thus moves into action at the beginning of week 7, and
covers the needs of the next working period for weeks 7-9. According
to our assumption, however, the working period is only half finished

First working period : weeks 1-6. Capital I of £600 functions.
First circulation period : weeks 7-9. At the end of week 9, £600
returns.

Turnover period II: weeks 7-15

Second working period : weeks 7-12.
first half: weeks 7-9. Capital II of £300 functions. At the end of
week 9, £600 returns in money (capital I).
second half: weeks 1 0-12. £300 of capital I functions. The other
£300 of capital I remains free.
Second circulation period : weeks 1 3-15.
At the end of week 15, £600 returns in money (formed half from
capital I, half from capital I I).

Turnover periodIII: weeks 13-21
Third working period : weeks 1 3-18.
first half: weeks 1 3-15. The £300 set free begins to function. At
the end of week 1 5, £600 returns in money.
second half: weeks 1 6-18 . Of the £600 that has returned, £300
functions, the other £300 ag�in remains free.
Third circulation period : weeks 19-21. At its close, £600 again
returns in money ; in this £600, capital I and capital II have now
merged indistinguishably together.
In this way we have eight full turnover periods of a capital of £600
up till the end of the fifty-first week (I : weeks 1-9 ; I I : 7-1 5 ; I I I : 1 3-21 ;
I V : 19-27 ; V : 25-33 ; V I : 3 1-39 ; V I I : 37-45 ; VIII : 43-51). But since
weeks 49-51 fall in the eighth circUlation period, the £300 of capital set
free must enter production and keep it going during this time. The
turnover thus presents itself as follows at the end of the year : £600 has
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completed its circuit eight times, making £4,800 turned over. On top
of this there is the product of the final three weeks (49-51), but this has
accomplished only a third of its nine-week circuit, and thus counts only
for a third of its total amount, i.e. £100, in the sum turned over. So if
the annual product of fifty-one weeks is £5,100, the capital turned over
is only 4,800+ 100
£4,900; the total capital advanced was £900, and
this has therefore turned over 5f times, i.e. slightly less than in case I.
In the present example, we assumed a case in which the working
time was two thirds of the turnover period, and the circulation time
one third, i.e. the working time was a simple multiple of the circulation
time. The question arises whether the setting-free of capital noted above
also occurs when this is not the case.
Let us take a working period of five Weeks and a circulation time of
four weeks, with a capital advance of £100 per week.

this period the first working period comprises weeks 1-7, with an ad
vance of £700, while the first circulation period comprises weeks 8-9.
At the end of the ninth week, the £700 returns in money.
The second turnover period, weeks 8-16, includes the second work
ing period of weeks 8-14. The needs of weeks 8 and 9 are met by capital
II. At the end of the ninth week, the above £700 returns ; £500 of this is
used up by the end of the working period (weeks 10-14). There remains
£200, which is set free for the next working period. The second circula
tion period covers weeks 1 5-1 6 ; at the end of week 1 6, a further £700
returns. The same phenomenon is now repeated in each working
period. The capital needs of the first two weeks are met by the £200 set
free at the close of the previous working period ; at the end of the second
week, £700 returns, but the working period now has only a further five
weeks to run, so that only £500 can be used, and there is always £200
set free for the next working period.
It emerges, therefore, that in our present example, where the working
period is taken as greater than the circulation period, there is always set
free at the close of each working period, under all circumstances, a
money capital of the same magnitude as the capital I I, which was ad
vanced for the circulation period. In our three examples, capital II was
£300 in the first, £400 in the second and £200 in the third, and the capital
set free at the close of the working period was accordingly £300, £400
and £200.

=

Turnoverperiod I: weeks 1-9

First working period : weeks 1-5. Capital I of £500 functions.
First circulation period : weeks 6-9. At the end of week 9,
returns in money.

£500

Turnoverperiod II: weeks 6-14

Second working period : weeks 6-10.
first section : weeks 6-9. Capital II of £400 functions. At the end
of week 9, capital I of £500 returns in money.
second section : week 1 0 £100 out of the returned £500 func
tions. The remaining £400 stays free for the following working
period.
Second circulation period : weeks 1 1-14. At the end of week 1 4,
£500 returns in money.
.

Up till the end of week 14 (weeks 1 1-14), the £400 that has been set
free functions ; £100 of the £500 that has then returned meets the re
mainmg needs of the third working period (weeks 1 1-15), so that a
further £400 is set free for the fourth working period. The same
phenomenon is repeated in each working period. At its beginning,
there is £400 available, which suffices for the first four weeks. At the
end of the fourth week, £500 returns in money, and only £100 of this is
needed for the final week, the remaining £400 being free until the next
working period.
Let us now take a working period of seven weeks, with capital I of
£700, and a circulation time of two weeks with capital II of £200.
The first turnover period then lasts from week 1 to week 9, and out of

3.

W O R K I N G P E R I O D S H OR T E R T H A N C I R C U L A T I O N
PERIOD

We again start with a turnover period o f nine weeks; the working
period is now three weeks, the capital I required for this being £300.
The circulation period is six weeks. For these six weeks an additional
capital of £600 is needed, which we can however divide up again into
two capitals of £300, each of these catering for one working period. We
then have three capitals of £300 each, with £300 always occupied in
production, while £600 circulates [Table I I I].
Here we have the exact counterpart of case I, with the simple distinc
tion that three capitals now relieve one another instead of two. There is
no intersection or entanglement between the capitals ; each individual
capital can be separately traced right through to the end of the year.
Just as little as in case I, therefore, is any capital set free at the close of a
working period. Capital I is completely laid out by the end of week 3,
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T A B L E I II

We shall now take an example in which the circulation period is not
an exact multiple of the working period, i.e. a working period of four
weeks, a circulation period of five weeks. The corresponding sums of
capital are thus capital I
£400, capital II
£400, capital I I I
£100.
The table only gives the first th,ree turnovers.

Capital I

I
II
III
IV
V
VI

Turnover Period
(weeks)

Working Period
(weeks)

Circulation Period
(weeks)

1-9
10-18
19-27
28-36
37-45
46-(54)

1-3
10-12
19-21
28-30
37-39
46-48

4-9
13-1 8
22-27
3 1-36
40-45
49-(54)

II

III
IV
V
VI

Working Period
(weeks)

4-12
1 3-21
22-30
3 1-39
40-48
49-(57)

4-6
1 3-15
22-24
3 1-33
40-42
49-51

Circulation Period
(weeks)
7-12
1 6-21
25-30
34-39
43-48
(52-57)

V

II
III

Turnover Period
(weeks)

Working Period
(weeks)

Circulation Period
(weeks)

1-9
9-17
1 7-25

1-4
9, 10-12
17, 1 8-20

5-9
1 3-17
21-25

Turnover Period
(weeks)

Working Period
(weeks)

Circulation Period
(weeks)

5-1 3
1 3-21
21-29

5-8
1 3 , 14-16
21, 22-24

9-13
17-21
25-29

Turnover Period
(weeks)

Working Period
(weeks)

Circulation Period
(weeks)

9-17
1 7-25
25-33

9
17
25

� 0-17
1 8-25
26-33

Capital II

I
II

III

Capital III

Capital III

I
II
III
IV

=

Capital I

I

Turnover Period
(weeks)

=

T A B L E IV

Capital II

I

=

Turnover Period
(weeks)

Working Period
(weeks)

Circulation Period
(weeks)

7-15
1 6-24
25-33
34-42
43-51

7-9
1 6-18
25-27
34-36
43-45

1 0-1 5
19-24
28-33
37-42
46-51

completely returns at the end of week 9, and begins to function again
at the start of week 1 0. Similarly with capitals II and III. The even and
complete replacement of the capitals excludes the setting free of any
part of them.
The overall turnover is calculated as follows :
turned over by capital I
" "
"
II
"
" "
"
III
"

£300 x 51
£300 x 5t
£300 X 5

=

=

£1 ,700
£1 ,600
£1,500

turned over by the total capital £900 x 5t

=

£4,800

=

I
II
III

Here the capitals are intertwined in so far as the working period of
capital III, which does not have an independent working period of its
own, since it is sufficient only for one week, coincides with the first
working week of capital I. For this reason, however, a capital of £100,
equal to capital III, is set free at the close of the working periods of both
capitals I and I I. If, for instance, capital I I I serves for the first week of
the second and all subsequent working periods of capital I, and at the
close of this first week the entire capital I of £400 returns, then the
remainder of the working period of capital I amounts only to three
weeks, and the corresponding capital outlay is £300. The £100 set free
in this way then suffices for the first week of the directly following
working period of capital I I ; at the close of this week the entire capital
II of £400 returns ; but since the working period which is in progress can
absorb only £300, there remains at its close, once again, £100 set free ;
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and so on. Capital is thus set free at the close of the working period
whenever the circulation time is not a simple multiple of the working
period; and this capital that is set free is moreover equal to the portion
of capital which has to fill in for the excess of the circulation period
over a working period or over a number of working periods.
It has been assumed in all the cases investigated that both working
time and circulation time remain the same throughout the year in the
business under consideration, whatever it may be. This assumption was
necessary, if we wished to establish the influence of the circulation time
on the turnover and on the capital advanced. It is beside the point here
that this is not unconditionally the case in reality, and often not at all so.
In this whole Part, we are considering only the turnovers of circulat
ing capital, and not those of fixed capital. This is for the simple reason
that the matter under consideration does not involve the fixed capital.
The means oflabour, etc. that are applied in the production process only
form fixed capital to the extent that the time during which they are in
use extends longer than the turnover period of the fluid capital ; in so
far as the time during which these means of labour endure and serve
for constantly repeated labour processes is greater than the turnover
period of the fluid capital, i.e. covers a number n of turnover periods
of this fluid capital. Whether the overall interval which is formed by
these n turnover periods of the fluid capital is longer or shorter, the
part of the productive capital that is advanced for this time in the form
of fixed capital is not advanced again within the same interval. It goes
on functioning in its old use form. The difference is simply that, ac
cording to the. differing length of the individual working period in each
turnover period of the fluid capital, the fixed capital surrenders a
greater or smaller part of its original value to the product of this work
ing period, and, according to the duration of the circulation time in
each turnover period, this portion of the value of the fixed capital that
is given up to the product returns more quickly or more slowly in the
money form. The nature of the object of investigation in this Part - the
turnover of the circulating part of the productive capital - arises from
the nature of this portion of the capital itself. The fluid capital applied
in one working period cannot be applied in a new working period be
fore it has completed its turnover, i.e. has been transformed into com
modity capital, from the latter into money capital, and then back again
into productive capital. In order to follow the first working period
directly with a second, therefore, new capital must be advanced, and in
sufficient quantity to fill the gaps that arise as a result of the circulating
-

-

period of the fluid capital that is advanced for the first working period.
Hence the influence of the length of the working period of the fluid
capital on the scale of the labour process and on the division of the
capital advanced, or on the addition of new portions of capital. This
however is precisely what we are considering in this Part.

4.

RESULTS

The above investigation leads t o the following results :
A. The various portions in which the capital has to be divided, so
that one part of it can always be in its working period while other parts
are in their circulation period, relieve each other, like independent
private capitals, in two cases : (1) If the working period is equal to the
circulation period, and the turnover period is thus divided into two
equal sections ; (2) if the circulation period is longer than the working
period, but is a simple multiple of it, so that 1 circulation period
n
working periods, where n must be a whole number. In these cases, no
part of the capital successively advanced is set free.
B. However, in all cases where (1) the circulation period is greater
than the working period, without forming a simple multiple of it, or
(2) the working period is greater than the circulation period, a part of
the overall fluid capital is always periodically set free at the close of each
working period. This capital that is set free, moreover, is equal to the
portion of the total capital that is advanced for the circulation period,
if the working period is greater than the circulation period ; and equal
to the portion of capital which has to stand in for the excess of the
circulation period over a working period or a whole number of work
ing periods, if the circulation period is greater than the working period.
C. It follows from this that as far as the total social capital is con
cerned, considering the fluid part of this, the setting-free of capital is
the rule, while the simple mutual replacement of portions of capital
functioning successively in the production process must form the
exception. For the equality of working period and circulation period,
or the equality of circulation period and a whole number of working
periods, in other words a regular proportion between the two compon
ents of the turnover period, has nothing at all to do with the nature of
the case, and can therefore occur, by and large, only exceptionally.
A very significant portion of the social circulating capital, which is
turned over several times in the year, will thus periodically exist in the
course of the annual turnover cycle in the form of capital set free.
=
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It is also evident that, assuming that all other circumstances remain

the same, the magnitude of this capital set free will grow with the ex

tent of the labour process or the scale of production, and thus with the

development of capitalist production in general. In case B (2), simply

because the overall capita] advanced grows,; in B

(1), [for the same rea

son, and] because the length of the circulation period also grows with

the development of capitalist production, while the circulation period

is not a simple multiple of the working period.

In the first case, for example, there was £100 to be laid out each week.

This made

£600 for a

six-week working period, and

£300 for a three
week circulation period, making a total of £900. Here, £300 was always
set free. If however £300 was laid out each week, then this would make
£1,800 for the working period and £900 for the circulation period ; and
so £900 would be periodically set free instead of £300.
D. The total capital of e.g. £900 must be divided up into two por
tions, in the above case £600 for the working period, and £300 for the
circulation period. The portion that is actually laid out in the labour
process will therefore diminish by a third, from £900 to

the scale of production will also be reduced by a

£600, and hence
third. The £300, on

the other hand, only functions to make the working period continu
ous, so that in each week of the year

process.

£100 can be laid out in the labour

Taken abstractly, it is all the same whether

6x 8
£900

=

48

weeks (product

=

£4,800),

£600

operates for

or whether the entire capital of

is laid out for six weeks in the labour process and then lies idle

for a circulation period of three weeks ; in the latter case it would

operate for thirty-two weeks
(product

=

5t x 900

=

( 5t x 6)

£4,800),

=

out of a total of forty-eight

and lie idle for sixteen weeks. But

ing the remainder of the working period. At the end of the second work
ing period, therefore,

£300

£300

of this is set free. In what state does this

now exist ? We shall assume that one third of it is laid out on

wages, and two thirds on raw and ancillary materials. Of the

has returned,

£200

£600 that

thus exists in the money form for wages, and £400

in the form of a productive stock, i.e. as elements of the constant

circulating productive capital. But since only half of this productive

stock is required for the second half of working period II, the other half
exists for three weeks in the form of surplus productive stock, i.e.

surplus to the needs of one working period. The capitalist, however,

knows that, out of the portion of capital that has returned to him (£400),

he needs only one half for the current working period. It will therefore
depend on the market conditions whether he immediately transforms
this

£200

completely or partially back into surplus productive stock,

or hangs onto it wholly or partly as money capital, in the expectation

of more favourable market conditions. It is self-evident, on the other

hand, that the part to be laid out on wages

(£200) is kept in the money

form. The capitalist cannot dispose of labour-power, once he has
bought it, as he can the raw material in his storeroom. He has to in
corporate it into the production process and pay for it at the end of the

week. Of the capital of

£300 that has been set free, therefore, this £100

will in any case possess the form of money capital that has been set

free, i.e. is not needed for the working period. The capital set free in the
form of money capital must therefore at least be equal to the variable

portion of the capital, that laid out on wages ; at the maximum, it can

include the whole of the capital set free. In reality, it constantly fluctu
ates between the minimum and the maximum.

This money capital that is set free simply by the mechanism of the

apart from the greater waste of fixed capital during the idle period of

turnover movement (together with the money capital set free by the

for the whole year even if only a part of this is worked, a regular inter

in every labour process) must play a significant role, as soon as the

with the running of modern large-scale industry. Continuity is itself a

for this.

sixteen weeks, and the increased cost of labour, which has to be paid

ruption of this kind in the production process would be incompatible

productive force oflabour.

If we now look more closely at the capital that is set free, or in actual

fact suspended, it is clear that a significant part of this must always
possess the form of money capital. Let us stick to the example of the

working period of six weeks and the circulation period of three weeks,

weekly outlay

£100. In the middle of the second working period, at the
end of week 9, £600 returns, of which only £300 has to be laid out dur-

successive reflux of the fixed capital and that needed for variable capital

credit system has developed, and must also form one of the foundations

Let us assume in our example that the circulation time is cut from

three weeks to two. This is not a normal occurrence, but may be

an

effect of a good period for business, shortened terms of payment, etc.

The capital of £600 that was laid out during the working period returns
one week earlier than needed, and is therefore set free for this week.

£300 (part of that £600) is again set free, as before, in the middle of the
£600

working period, but for four weeks now instead of three. Hence
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exists on the money market for one week, and £300 for four weeks
instead of three. Since this does not just affect one single capitalist, but
rather several, and occurs at different periods in different branches of
industry, a greater quantity of disposable money capital is thereby
brought onto the market. If this state of affairs lasts a long time, pro
duction will be expanded, where circumstances permit ; capitalists who
operate with borrowed capital will exert less demand on the money
market, which relieves it as much as does increased supply ; alterna
tively the sums that have become superfluous for the turnover mechan
ism will eventually be definitively thrown out onto the money market.
As a result of the contraction of the circulation time from three to
two weeks, and hence of the turnover period from nine weeks to eight,
one ninth of the total capital advanced becomes superfluous ; the six
week working period can now be kept going just as steadily with £800
as it could before with £900. A portion of the commodity capital, £100,
therefore, once it is turned back into money, persists in this state as
money capital, and no longer functions as a part of the capital advanced
for the production process. While production is continued on the same
scale and with conditions such as prices, etc. remaining otherwise the
same, the value of the capital advanced declines from £900 to £800 ; the
remaining £100 of the value originally advanced is precipitated out in
the form of money capital. As such it enters the money market and
forms an additional part of the capital functioning there.
. We can see from this how a surfeit of money capital can arise - and
not only in the sense that" the supply of money capital is greater than
the demand for it; the latter is never more than a relative surplus, which
is found for instance in the depressed period that opens the new busi
ness cycle after the crisis is over. It is rather in the sense that a definite
part of the capital advanced is superfluous for the overall process of
social reproduction (which includes the circulation process), and is
therefore precipitated out in the form of money capital; it is thus a
surplus which has arisen with the scale of production and prices re
maining the same, simply by a contraction in the turnover period. The
mass of money in circulation, whether this is larger or smaller, does not
have the slightest influence o.n this.
Let us assume, inversely, that the circulation period is extended, say
from three weeks to five. Then, when the next turnover takes place, the
reflux of the capital advanced is already two weeks too late. The last
part of the production process of this working period cannot be com
pleted simply through the turnover mechanism of the capital originally

advanced. If the situation continues for much longer, there will be a
contraction of the production process (i .e. a reduction of the scale on
which it is conducted), just as in the previous case there was an ex
pansion. In order to continue the process on the same scale, the capital
advanced would have to be increased by i (=£200) for the entire dura
tion, to cope with this prolongation of the circulation period. This
additional capital can ·be obtained only from the money market. If the
prolongation of the circulation period affects one or more major lines
of business, then it may exert pressure on the money market, if this
effect is not cancelled out by a counter-effect from another direction.
In this case too, it is manifestly evident that this pressure, just like the
surplus in the previous case, has nothing to do with a change either in
the prices of commodities or in the quantity of the available means of
circulation.
(The preparation of this chapter for publication has involved no
small difficulties. Despite Marx's firm grasp of algebra, he was never at
ease in reckoning with figures, i.e. in commercia! calculations, even
though there is a thick sheaf of notebooks in which he worked through
all the various kinds of commercial calculation in several examples. But
knowledge of the proper rules of calculation is not at all the same thing
as exercise in the everyday practical calculations of the trader, and in
his turnover calculations Marx became confused, with the result that,
apart from being incomplere, they contain many errors and contradic
tions. In the tables reproduced above I have retained only the simplest
and the arithmetically correct calculations, mainly for the following
reason.
The uncertain results of this tiresome calculation business led Marx
to ascribe an undeserved significance to what in my opinion is in fact a
matter of little importance. I refer to what he calls the ' setting-free ' of
money capital. The real question involved, on the assumptions made
above, is this :
No matter what the ratio between the length of the working period
and the circulation time may be, and thus between capital I and capital
I I, once the first turnover has occurred there returns to the capitalist,
at regular intervals equal in length to the working period, the capital
needed for one such working period - thus a sum equal to capital I.
If the working period is five weeks, the. circulation time four weeks
·
and capital I £500, then a sum of £500 flows back each time, at the en
of weeks 9, 14, 19, 24, etc.
If the working period is six weeks, the circulation time three weeks

d

.

,
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£600, then £600 flows back at the end of weeks 9, 1 5, 21,

but its value will fall by one half. It is neither an accelerated circulation

Finally, if the working period is four weeks, the circulation time five

but it is still accompanied by a change in the supply of and demand for

weeks, capital I £400, then the reflux of £400 follows at the end of weeks

money capital. The converse is also true. The initial effect of a fall of

9, 1 3, 17, 2 1 , 25, etc.

a h...alf in the value or price of the elements of productive capital would

and capital I

27, 33, etc.

Whether and to what degree this capital that has' returned is super
fluous for the current working. period, and is thus set free, makes no

that has led to this, nor a change in the quantity of money in circulation,

be that the capital value that has to bl; advanced for business

X,

con

tinued on the same scale as before, would be reduced by a half, and so

difference. It is assumed that production proceeds uninterruptedly on

business

the existing scale, and, for this to occur, money must be present, and

market, since it is in the form of money, i .e. as money capital, that business

X would

also have to cast only half as much money into the

thus flow back, whether it is ' set free ' or not. If production is inter

X originally advances this capital value. The quantity of money cast into

rupted, then this setting-free comes to an end.

circulation would decline, because the price of the elements of produc

In other words, there is in any case a release of money, i .e. a formation
of latent, only potential capital, in the money form ; but this happens in

tion had fallen. This would be the first effect.

£900 originally ad
£450, which either (a) alternately passed through the forms

. Secondly, however, half of the capital value of

all circumstances, and not only under those particular conditions

vanced, i. e.

specified in the text ; it happens, moreover, to a greater extent than that

of money capital, productive capital and commodity capital, or (b)

assumed in the text. In relation to circulating capital I, the industrial

existed simultaneously and contiguously partly in the form of money

capitalist finds himself, at the end of each turnover, in precisely the same

capital, partly as productive capital and partly as commodity capital,

situation as when he set up his business ; he has this capital completely

would be precipitated out from the circuit of business

in his hands once more, and at one go, while he can only gradually

therefore enter the money m�rket as additional money capital, and

transform it again into productive capital.
The main thing in the text is the proof that a considerable part of in

function there as an additional component. This

X

and would

£450 set free in money

functions as money capital not because it is money that has become

dustrial capital is always present in the money form, while a still more

superfluous for the conduct of business

considerable part must assume this form from time to time. This proof

component of the original capital value, hence continues to operate as

is reinforced, if anything, by these additional remarks of mine. - F.E.)

X,

but rather because it is a

capital and is not spent as a mere means of circulation. The most direct
form in which it can be made to operate as capital is if it is placed on

5.

E F F E CT OF C H A N G E S IN P R I C E

We have so far assumed that prices and the scale o f production stay the
same, while there is a contraction or expansion in the circulation time.
Let us now assume, by way of contrast, a constant turnover period and a
constant scale of production, but a change in price, i.e. a fall or rise in
the price of raw materials, ancillaries and labour, or of the first two of
these elements. Let us say that the price of raw materials and ancillaries
falls by a half. In our example, only

£50 would then be needed each
£100, and £450 for the nine-week turnover period in
stead of £900. £450 of the capital value advanced will at first be preci

week instead of

pitated out as money capital, but the production process will be con
tinued on the same scale, with the same turnQver period and the same
division within this. The annual product will remain the same in volume,

the money market as money capital. Alternatively, the scale of produc
tion could be doubled (ignoring the fixed capital). A production process
of double the scale could then be conducted with the same capital ad
vance of £900.
If the prices of the fluid elements of the productive capital were to
rise by a half, on the other hand, so that, instead of £100 a week,
was necessary, and thus

£150
£1,350 instead of £900, then £450 of additional

capital would be needed in order to carry on business on the same scale,
and this would exert a proportionate pressure on the money market,
greater or less according to its condition. If all capital available on it
was already taken up, then there would be increased competition for
available capital. If a part of it lay idle, then it would be proportion
ately called into action.
But there can also be a third case, when, with a given scale of pro
duction, given velocity of turnover and given prices of the elements of
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fluid productive capital, the price of the products of business X falls or
rises. If the price of the commodities supplied by business X falls, then
the price of its commodity capital of £600, which it is constantly casting
into circulation, sinks to £500, for example. Thus a sixth of the value of
the capital advanced does not return from the circulation process (the
surplus-value concealed in the commodity capital is left out of con
sideration here) ; it is lost in it. But since the value or price of the ele
ments of production remains the same, this reflux of £500 is only
sufficient to replace five sixths of the capital of £600 engaged in the
production process. £100 of additional money capital must be ad
vanced, therefore, if production is to be continued on the same scale.
Conversely, if the price of the products of business X rose, then the
price of the commodity capital would rise from £600 to, say, £700. A
seventh of its price, £100, does not derive from the production process,
was not advanced to it, but rather flows in from the circulation process.
But still only £600 is needed to replace the productive elements, and so
£100 is set free.
The reason why in the first case the tlirnover pp.riod is reduced or
prolonged, and in the second case the prices of raw materials and
labour, in the third case the prices of the products supplied, rise or fall,
does not belong within the orbit of our investigation so far.
What does belong here, however, is this :

Case 1. Scale of production remaining the same, constant prices of
elements ofproduction and products / change in the period of circulation
and hence in the turnover period.
On the assumptions of our example, one ninth less total capital is
needed as a result of the reduction in the circulation period, so that this
capital is reduced from £900 to £800, and £100 in money capital is
precipitated out.
Business X continues to supply the same six-weekly product with the
same value of £600, and, since work continues uninterruptedly through
out the year, it turns out in fifty-one weeks the same quantity of pro
ducts, with a value of £5,100. Thus as far as the quantity and price of
the product that the business casts into circulation is concerned, no
change takes place, and so neither is there a change in the terms on
which it is put on the market. But £100 is precipitated, since by reduc
ing the circulation period the process can be completed with a capital
advance of £800, instead of £900 as previously. The £100 of capital
that has been precipitated exists in the form of money capital. But this
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is in no way the same part of the capital advanced that always had to
function in the form of money capital. Let us suppose that, of the fluid
capital I
£600 that was advanced, four fifths was always laid out on
materials of production, making £480, and i
£120 on wages. Capital
II
£300 must therefore be similarly divided into t
£240 for
material elements of production and i
£60 for wages. The capital
laid out on wages must always be advanced in the money form. As soon
as the commodity product, to the sum of £600, has been transformed
back into the money form, has been sold, £480 of it can be transformed
into material elements of production (into a productive stock), but £120
maintains its money form, to serve for six weeks' payment of wages.
This £120 is the minimum part of the returned capital of £600 which
must always be replaced and renewed in the form of money capital, and
hence must always be present as a part of the capital advanced which
functions in the money form.
Now if, of the £300 that is periodically set free for three weeks, and is
also divisible into a productive stock of £240 and wages of £60, £100 is
precipitated out in the form of money capital as a result of the reduced
circulation time, being completely withdrawn from the turnover
mechanism, the question arises : where does the money for this £100
money capital come from? Only a fifth part of it consists of the money
capital periodically set free within the turnovers. The remaining t,
=£80, has already been replaced by additional productive stock of the
same value. By what means is this additional productive stock trans
formed into money, and where does the money for this conversion
comp- from?
If the reduction in the circulation time has already taken place, then
only £400 out of the above £600, instead of £480, is transformed back
into a production stock. The remaining £80 is kept in its money form
and composes, together with the above £20 for wages, the £100 of
capital precipitated. Even though this £100 is derived from the circula
tion sphere by the sale of the £600 commodity capital, and is now with
drawn from this, in so far as it is not laid out again on wages and
materials of production, it should not be forgotten that, in the money
form, it is once more in the same form as that in which it was originally
cast into circulation. At the beginning, £900 in money was laid out on
production stock and wages. In order to keep the same production pro
cess going, only £800 is now needed. The £100 thus precipitated out in
the money form now constitutes a new money capital seeking invest
ment, a new element on the. money market. Certainly, it already
=

=

=

=

=
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existed periodically in the form of money capital set free, and in the
form of superfluous productive capital, but these latent states were
themselves conditions for the accomplishment of the process, as pre
conditions of its continuity. Now they are no longer needed, and there
fore form new money capital and a component of the money market,
even though they are in no way either a superfluous element of the
existing social money stock (since they existed at the start of the busi
ness and were cast into circulation by it) or a newly accumulated
hoard.
This £100 now really is withdrawn from circulation, in as much as it
is a part of the money capital advanced that is no longer applied in the
same business. But this withdrawal is only possible because the trans
formation of commodity capital into money and of this money into
productive capital, C'-M-C, has been accelerated by a week, so that
the circulation of the money engaged in this process is also similarly
accelerated. It has been withdrawn from circulation because it is no
longer needed for the turnover of capital X.
It is assumed here that the capital advanced belongs to the person
who uses it. It would however in no way change things if it were bor
rowed. With the reduction in the circulation time, only £800 of bor
rowed capital would be needed instead of £900. If £ 1 00 were repaid to
its lender, this would once again form additional money capital, only
it would be in Y's hands instead of X's. Furthermore, if capitalist X
receives his material elements of production, to the. value of £480, on
credit, so that all he has to advance himself in money is £1 20 for wages,
he would now have to obtain on credit an amount of the material
elements of production to the value of £80 less, which is therefore so
much additional commodity capital for the credit-giving capitalist,
while capitalist Xhas also precipitated out £20 in money.
The additional production stock is now reduced by one third. It was
previously £240, four fifths of £300, the additional capital I I ; it is now
only £1 60, i.e. additional stock for two weeks instead of three. It is how
replaced every two weeks instead of every three, but this is stock only for
two weeks instead of for three. Purchases, on the cotton market, for
instance, are repeated more frequently and in smaller quantities. The
same amount of cotton is withdrawn from the market, since the quan
tity produced remains the same. But the withdrawal is differently
distributed in time, and over a longer period. Let us assume, for in
stance, that there was originally a renewal of the production stock
every three months and a subsequent reduction of the renewal time to
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two months ; the annual consumption of cotton is 1200 bales. In the
first case, sales were as follows :

1 January
1 April
1 July
1 October

300 bales, leaving 900 bales in- the warehouse
300 "
,, 600
" "
300 "
" 300 " " ,,
300 "
"
"

"

"

"

"

In the second case, on the other hand, we have :

1 January
200 bales sold, leaving
1 March
200
"
"
1 May
200 "
"
"
1 July
200 "
"
"
1 September 200 "
"
"
1 November 200 "
"
"

1 ,000 in the warehouse
800 " "
600 " "
"
400 " "
200 " "
"
"

"

"

"

The money invested in cotton, therefore, only completes its return one
month later, in November instead of in October. Thus if, as a result of
the reduction in the circulation time, and hence in the turnover, one
ninth of the capital advanced, i.e. £100, is precipitated out in the form
of money capital, and this £100 is composed of £20 that was a periodic
excess money capital for the payment of wages, and £80 that previously
existed as a periodic excess production stock for one week, then, cor
responding to this £80 reduction in the surplus production stock on the
part of the manufacturer, there will be an increased commodity stock
in the hands of the cotton broker. The same cotton lies as much longer
in the broker's warehouse as a commodity, as it exists for a shorter
time as a production stock in the stores of the manufacturer.
We previously assumed that the reduction in circulation time in X's
business depended on X seIling his commodity more quickly, or else
being paid for it more quickly, i.e. on a reduction in the length of credit.
Such a reduction is based on reducing the time for the sale of the com
modity, i.e. for the transformation of commodity capital into money
capital, C'-M, the first phase of the circulation process. It could also
arise, however, from the second phase M-C, i.e. from a simultaneous
alteration either in the working period or in the circulation time of
capitals Y, Z, etc., which supply capitalist X with the elements of pro
duction of his fluid capital.
If cotton, coal, etc., for instance, took three weeks with the old means
of transport to travel from their place of production or their depot to
the site of capitalist X's place of production, chen the niinimum pro-
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ductive stock that X had to hold pending the arrival of new stocks had
to be sufficient for at least three weeks. As long as cotton and coal are ·
in transit, they cannot serve as means of production. They form instead
the object of labour for the transport industry and the capital employed
in it, and commodity capital in circulation for the coal producer or the
cotton broker. Now let improved means of transport reduce the
journey to two weeks. The production stock can then be transformed
from a three�week supply to one of two weeks. An additional capital of
£80 that was advanced is now set free, and so is £20 for wages, because
the capital of £600 completes its turnover and returns one week sooner.
If on the other hand the working period of the capital that supplies
the raw material is reduced (as in the examples given in the previous
chapters), then it also becomes possible to replace the raw material in
less time. This then permits a reduction in the productive stock, and a
shortening in the time between one replacement period and the next.
If, inversely, the circulation time and hence the turnover period is
prolonged, an advance of additional capital is needed. This comes from
the pockets of the capitalist himself, if he possesses extra capital. But
this will have been invested in some form or other as part of the money
market ; in order to make it available, it must be prised out from its old
form, e.g. shares sold, deposits withdrawn, so that here too there is an
indirect effect on the money market. Alternatively, the capitalist has to
raise the capital. As far as the part of the capital needed for wages is
concerned, in normal circumstances this is always advanced as money
capital, and to this extent capitalist X exerts his share of direct pressure
on the money market. For the part to be invested in raw materials etc.,
this is only indispensable if he has to pay cash. If he can get it on credit,
then he does not exert a direct influence on the money market, as the
additional capital is then advanced directly as a productive stock, and
not in the first instance as money capital. In so far as his creditor
directly puts the bill received from X back into the money market, has
it discounted, etc., this has an indirect, second�hand effect on the money
market. But if he uses this bill to meet a debt that he has later to settle,
then this additionally advanced capital has neither a direct nor an in
direct effect on the money market.

Case 11. Change in price 0/ the materials 0/ production, all other cir
cumstances being unchanged
We have just assumed that, of the total capital of £900, !
£720 is laid
out on material elements of production, and *
£180 on wages.
=

=

If the price of raw materials etc. falls by half, then these require only
£240 for the six-week working period, instead of £480, and only £120
in additional capital I I, instead of £240. Capital I is now reduced from
£600 to 240+ 1 20
£360, and capital I I from £300 to 1 20 + 60
£1 80.
The total capital of £900 is reduced to 360 + 1 80
£540. £360 is thus
=

=

=

precipitated.
This precipitated money capital, which is now unoccupied and is
therefore seeking investment on the money market, is simply a fragment
of the capital of £900 originally advanced as money capital which has
now become superfluous owing to the fall in price of the elements of
production into which it is periodically transformed; that is if the
business is not expanded, but rather continued on the old scale. If this
fall in price was not due to accidental circumstances (a particularly
good harvest, over-supply, etc.), but to an increased productivity in the
branch of industry that supplies the raw material, then the unoccupied
money capital would be an absolute addition to the money market, an
absolute addition to the capital available in the form of money capital,
because it has ceased to form an integral component of the capital
already invested.

Case 111. Change in the marketprice 0/ the product itself
In the case of a fall in price, a part of the capital is lost and has there
fore to be replaced by a new advance of money capital. This loss for the
seller may be recouped by the buyer. Directly, if the market price of the
product has been affected only by accidental conjunctures, and the price
subsequently rises again to its normal level. Indirectly, if the change in
price has been brought about by a change in value reacting on the old
product, and if this product again enters another sphere of productio�
as an element of production, and sets free a proportionate amount of
capital there. In both cases, the capital lost by X, capital which he en
deavours to replace by exerting pressure on the money market, can be
supplied by his business friends as new additional capital. There is then
only a transfer.
I f the price o f the product rises, on the other hand, then a portion of
" . capital that was not advanced is appropriated from the circulation
sphere. This is not an organic part of the capital advanced in "the pro
duction process, and if production is not extended it forms precipitated
money capital. Though it is assumed here that the prices of the elements
of the product were given before the latter entered the market as com
modity capital, this price increase could still have been caused by a real

'X.. .
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change in value, to the extent that this had a retroactive effect, e.g. if
raw materials had subsequently risen in value. In this case capitalist X
would have profited both on his product, circulating as commodity
capital, and on his existing production stock. This profit would then
supply him with the additional capital he now needs to carry on his
business as a result of the increased prices of the elements of production.
Alternatively, the price rise might be only transitory. What one
capitalist then needs as extra capital is precipitated out elsewhere to the
extent that his product forms an element of production for other
branches of business. What the one lost, the other has gained.

Chapter 1 6 : The Turnover of Variable Capital

I. T H E A N N U A L R A T E O F S U R P L U S - VA L U E

Let u s take a circulating capital o f £2,500, with four fifths o f this,
£2,000, being constant capital (material elements of production) and
one fifth, £500, being variable capital, capital laid out on wages.
Let the turnover period be five weeks : the working period four weeks
and the circulation period one week. Capital I is then £2,000, consisting
of £1,600 constant capital and £400 variable capital ; capital II is £500,
of which £400 is constant capital and £100 variable. In each working
week, a capital of £500 is laid out. In a year of fifty weeks, 'an annual
product of 50 x 500
£25,000 is produced. The capital I of £2,000 that
is applied in each working period thus turns over 121- times. 12-!- times
2,000
£25,000. Of this £25,000, t,
£20,000, is constant capital, laid
out on means of production, and i,
£5,000, is variable, laid out on
wages. The total capital of £2,500, on the other hand, turns over
25,000
1 0 tunes.
'
2,500
The variable circulating capital expended in the course of production
can serve again in the circulation process only to the extent that the
product in which its value is reproduced is sold, transformed from
commodity capital into money capital, so that it can be laid out anew
in payment for labour-power. But this is just the same for the constant
circulating capital laid out in production (on materials), whose value
also reappears as a portion of the value of the product. What these two
parts of the circulating capital - the constant and the variable - have in
common, and what distinguishes them from fixed capital, is not that
the value they have transferred to the product is circulated by com
modity capital, i.e. circulates through the circulation of the product as a
commodity. A portion of the product's value, and hence of the pro
duct itself circulating as a commodity, of the commodity capital, always
consists of the wear and tear of the fixed capital, or the part of the fixed
capital's value that it has transferred to the product in the course of
production. The difference is rather that the fixed capital continues to
=

=

=

=

--

=
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function in the productive process in its old shape through a longer or
shorter cycle of turnover periods of the circulating capital (
circu
lating constant+ circulating variable capital), while any single turn
over has as its precondition the replacement of the entire circulating
capital that enters the circulation sphere from the production sphere
in the shape of commodity capital. The first phase of circulation
C'-M' is common to both fluid constant and fluid variable capital. In
the second phase these separate. The money into which the commodity
is transformed back is partly converted into a production stock (circu
lating constant capital). According to the different terms of purchase
of the components of this stock, one part of the money may be con
verted into materials of production earlier, another part later, but
eventually it goes into these completely. A further part of the money
released by the sale of the commodity remains in the form of a money
reserve, to be spent bit by bit in payment for the labour-power in
corporated into the production process. It forms the circulating vari
able capital. None the less, the entire replacement of one or the other
part derives each time from the turnover of the capital, its transforma
tion into a product, from product into commodity, and from com
modity into money. This is the reason why, in the previous chapter, we
could treat the turnover of both constant and variable capital together
as a separate theme, without regard to the fixed capital.
For the question that we have to deal with now, we must go one step
further and treat the variable part of the circulating capital as if it alone
formed the circulating capital, in other words we shall disregard here
the constant circulating capital that turns over together with the vari
able capital.
£2,500 has been advanced, and the value of the annual product is
£25,000. But the variable part of the circulating capital is £500 ; hence
the variable capital contained in the £25,000 is £5,000. If we divide the
£5,000 by £500, then we get the number of turnovers, ten, just as with
the total capital of £2,500.
This average calculation,. in which the value of the annual product is
divided by the value of the capital advanced and not by the value of
that part of this capital that is constantly applied in a particular work
ing period (i.e. in this case not by 400 but by 500, not by capital I, but
rather by capital I + capital I I), is here, where only the production of
surplus-value is at issue, absolutely exact. We shall see later on, though,
that from another,point of view it is inexact, just as this average calcula
tion in general is not quite exact. It is sufficient for the practical purposes
=

of the capitalist, but it does not adequately or precisely express all the
real circumstances of the turnover.
Up to now we have completely left out of account one part of the
value of the commodity capital, i .e. the surplus-value contained in it,
which is produced during the production process and has been in
corporated into the product. This is what we have now to turn our
attention to.
Let us assume that the variable capital of £100 laid out each week
produces a surplus-value of 100 per cent
£100. Then the variable
capital of £500 laid out in the course of the turnover period of five weeks
produces a surplus-value of £500, i.e. half of the working day consists
of surplus labour.
But if a variable capital of £500 produces £500, then 5,000 produces a
surplus-value of 10 x 500
£5,000. The variable capital advanced,
however, is £500. The ratio of the total surplus-value annually pro
duced to the value of the variable capital advanced, we call the annual
=

=

rate of surplus-value. In the present case this is

5 000
,
500

=

1,000 per cent.

If we analyse this rate more closely, it is clear that it is equal to the rate
of surplus-value that the variable capital advanced produces during
one turnover period, multiplied by the number of turnovers of the
variable capital (which is the same as the number of turnovers of the
total circulating capital).
The variable capital advanced in one turnover period is £500 in the
present case, and the surplus-value produced in it is also £500. The rate
.
500s
.
.
o f surpIus-vaIue In one turnover penod IS therefore -100 per

500v

cent. This

=

100 per cent multiplied by ten, the number of turnovers in the
5,000s
year, gIves -1 ,000 per cent.
500v
.

=

This holds for the annu_al rate of surplus-value. But as far as the mass
of surplus-value obtained during a particular turnover period is con
cerned, this is equal to the value of the variable capital advanced during
this period, here £500, multiplied by the rate of surplus-value; here

500 x

:��

=

500 x 1

=

£500. If the capital advanced was £1,500, with

the same rate of surplus-value, then the mass of surplus-value would be

100
1,500 x 100

=

£1,500.
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The variable capital of £500 which turns over ten times in the year,
producing an annual surplus-value of £5,000, its annual rate of surplus
value thus being 1 ,000 per cent, we shall call capital A.
Let us now suppose that another variable capital B of £5,000 is ad
vanced for a whole year (i . e. here for fifty weeks), and hence turns over
only once in the year. We further assume that the product is paid for at
the end of the year on the same day that it is finished, so that the
money capital into which it is transformed returns the same day. The
circulation period here is now zero ; the turnover period is the same as
the working period, i . e . one year. As in the previous case, a variable
capital of £100 is in the labour process each week, hence £5,000 in fifty
weeks. The rate of surplus-value is also the same, 100 per cent ; i.e.,
with a working day of the same length, half of this consists of surplus
labour. If we take five weeks, then the variable capital applied is £500,
the rate of surplus-value 1 00 per cent, and the mass of surplus-value
created during the five weeks is therefore £500. The amount of labour
power that is exploited, and the degree of its exploitation, are exactly
the same here, on the assumptions made, as in capital A.
In any one week, the variable capital o f £100 that is applied produces
a surplus-value of £100, and so in fifty weeks the capital of 50 x 100,
=£5,000, produces a surplus-value of £5,000. The mass of surplus
value annually produced is the same as in the previous case, £5,000,
but the annual rate of surplus-value is quite different. Here the surplus
value produced during the year divided by the variable capital advanced
. 5,000s

IS

The Turnover of Variable Capital 373

The Turnover of Capital

-,

5,000v

= 100 per cent, whereas lor
l' capIta
• I A It
. was 1 ,000 per cent.

In the case of both capital A and capital B, we have the expenditure
of £100 variable capital each week ; the degree of valorization or the
rate of surplus-value is the same, lOO per cent, and the magnitude of the
variable capital is also the same, £100. The same amount of labour
power is exploited, and the degree and scale of exploitation are in both
cases the same ; the working days are equal, and similarly divided into
necessary labour and surplus labour. The sum of variable capital ap
plied during the year is equally large, £5,000, and sets the same amount
of labour in motion, while the same mass of surplus-value is extracted
from the labour-power set in motion by the two equal capitals, £5,000.
Yet there is a difference of 900 per cent in the annual rate of surplus
value between A and B.
This phenomenon makes it appear, moreover, as if the rate of sur-

plus-value did not depend only on the amount of variable capital and
the rate of exploitation of the labour-power set in motion by it, but also
on inexplicable influences deriving from the circulation process ; and in
fact the phenomenon has been interpreted in this way, if not in this
pure form, then at least in its more complicated and concealed form
(that of the annual rate of profit). Since the beginning of the 1 820s, this
phenomenon has led to the complete destruction of the Ricardian
school. *
However, its strangeness immediately disappears if we really do place
capitals A and B in exactly the same conditions, and do not just appear
to do so. The same conditions obtain only if the variable capital B is
wholly spent on payment of labour-power in the same interval of time
as capital A.
The £5,000 o f capital B i s then paid out i n five weeks, £ 1 ,000 per
week, giving an outlay of £50,000 over the year. The surplus-value is
now also £50,000, under our assumptions. The capital turned over,
£50,000, divided by the capital advanced, £5,000, gives the number of
5,000s
turnovers, ten. The rate of surplus-value,
= 100 per cent,
5,000v
multiplied by the number of turnovers, ten, gives the annual rate of
,
50,000s
10
surplus-value,
= - = 1 ,000 per cent. The annual rates of
5,000v
1
surplus-value for A and B are now the same, i.e. 1 ,000 per cent, but
the mass of surplus-value is, for B: £50,000; for A : £5,000; the masses of
surplus-value produced are now in the same ratio as the capital values
B and A that were advanced, i.e. 5,000 : 500 = 1 0 : 1 . This is the reason
why capital B could set ten times as much labour-power in motion in
the same time as capital A.
It is only the capital actually operating in the labour process which
creates surplus-value and to which all the laws given for surplus-value
apply, including the law that, with a given rate of surplus-value, the
mass of surplus-value is given by the relative magnitude of the variable
capital.t
The labour process itself is measured by time. The length of the
working day being given (as it is here, where we assume equality be
tween capital A and capital B in all circumstances, in order to present
the difference in the annual rate of surplus-value in a clear light), the
--

---

* See Theories 0/Surplus- Value, Part I I I, Chapter XX.

t See Volume 1, Chapter 13.
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working week consists of a definite number of working days. Alterna
tively, we can treat each working period, e.g. here a five-week one, as a
single working day - of 300 hours, for example, if the working day is
ten hours and the week six working days. We must then multiply this
figure by the number · of workers who are employed alongside one
another each day in the same labour process. If this number was ten,
600 hours, and
for example, then the weekly total would be 60 x 10
3,000 hours.
a five-week working period would amount to 600 x 5
Variable capitals of the same size are thus applied if, with the same
rate of surplus-value and the same length of working day, equal amounts
of labour-power (one labour-power of the given price multiplied by the
given number of workers) are set in motion in the same interval of time.
Let us now return to our original examples. In both cases, A and B,
equal variable capitals, £100 per week, are applied each week of the
year. The variable capitals that are applied and actually function in the
labour process are therefore the same, but the variable capitals ad
vanced are quite unequal. With A, £500 is advanced every five weeks,
and £100 of this is applied each week. With B, £5,000 has to be ad
vanced for the first five-week period, but out of this only £100 per
lo of the capital ad
week, and thus in these five weeks only £500
vanced, is actually applied. In the second five-week period, £4,500 has
to be advanced, but only £500 is applied, and so on. The variable
capital advanced for a certain period of time is transformed into ap
plied, i.e. really functioning and effective, variable capital, only to the
deir"ee that it actually does enter those sections of the period of time in
question that are filled by the labour process, and really does function
in this hibour process. In the intervening period in which a part of it
is advanced for application only at a later date, this part is as good as
non-existent for the labour process, and thus does not have any in
fluence on the formation of either value or surplus-value. Take capital
A of £500, for instance. It is advanced for five weeks, but each week
only £100 of it successively enters the labour process. In the first week,
one fifth of it is applied ; four fifths is advanced without being applied,
although since it must be on hand for the labour process of the four
following weeks it must certainly be advanced.
The circumstances that differentiate the ratio between the advanced
and the applied variable capital affect the production of surplus-value at a given rate of profit - only in so far as they differentiate the amount
of variable capital which Can actually be applied in a definite period of
time, e.g. in one week, five weeks, etc. The variable capital advanced
=

=

=

functions as variable capital only to the extent that it is actually applied,
and during the time for which it is applied; not during the time in which
it remains advanced in reserve without being applied. But all circum
stances that differentiate the ratio between advanced and applied vari
able capital can be summed up in the difference in turnover periods
(determined by a difference either in working periods or in circulation
periods, or in both). The law of surplus-value production is that, with
the same rate of surplus-value, equal amounts of functioning variable
capital create equal masses of surplus-value. So if equal amounts of
variable capital are applied by capitals A and B for the same space of
time at the same rate of surplus-value, then they must produce equal
amounts of surplus-value in this time, no matter how different may be
the ratio between the variable capital applied in the time in question
and the variable capital advanced during the same time, and hence how
different also the ratio between the mass of surplus-value produced and
the total variable capital advanced, rather than that actually applied.
The variation of this ratio, instead of contradicting the laws put for
ward for the production of surplus-value, rather confirms these and is
an inescapable consequence of them.
Let us consider the first five-week production period of capital B. At
the end of week 5, £500 has been applied and consumed. The value produced is £1 ,000;

500s
500v

=

100 per cent. It is just the same with capital A.

The fact that capital A has realized its surplus-value along with the
capital advanced, while B has not, is of no importance to us here, where
the issue is simply the production of surplus-value and its ratio to the
variable capital advanced during its production. If on the other hand
we calculate the ratio of the surplus-value in B to the total capital of
£5,000 advanced, and not to the part of this capital that is applied dur1
500s
.
.
10
and hence consumed, then we get
mg Its pro ductIon
'
10
5,OOOv
--

=

- =

per cent. That is, 10 per cent for capital B as against 100 per cent, ten
times as much, for capital A. If it be said here that this difference in the
rate of surplus-value for capitals of equal magnitude, which have set in
motion an equal quantity of labour, and moreover labour that is divided
into the same portions of paid and unpaid labour, contradicts the laws
of surplus-value production, the answer is simple, and given by a mere
glance at the factual relations. For A it is the actual rate of surplus
value that is expressed here, i.e. the ratio of the surplus-value produced
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during five weeks. by a variable capital of £500 to this variable capital of
£500. For B, on the other hand, the mode of reckoning is one that has

cent. The annual rate of surplus-value agrees with the actual rate. This
time it is not capital B that presents the anomaly to be explained, as it
did last time, but rather capital A.

nothing to do with either the production of surplus-value or the cor
responding determination of the rate of surplus-value. The £500 surplus
value which has been produced by the variable capital of £500 is in
fact not calculated on the basis of the £500 variable capital that is ad
vanced during its production, but rather on a capital of £5,000, nine
tenths of which - i.e. £4,500 - has nothing at all to do with the pro
duction of this surplus-value of £500, but is rather designed to function
gradually over the course of the following forty-five weeks, and does
not exist at all as far as the production of the first five weeks goes, which
is all that we are concerned with here. In this case, therefore, the differ
ence in the rate of surplus-value between A and B is no problem at all.
Let us now compare the annual rates of surplus-value for capitals A
and B. For capital B we have

Here we have the rate of surplus value

5,000s
= 100 per cent ; for capital A,
5,000v
.

5 000s
-'-- = 1 ,000 per cent. The ratIO of the surplus-value rates, however,
500v
is still the same as before. Then we had
surplus-value rate for capital B
surplus-value rate for capital A

=

10 per cent

,

lOO per cent

and now we have
annual rate of surplus-value for capital B

_

annual rate of surplus-value for capital A

-

�o

100 per cent .
1,000 per cent '

but

10 per cent
100 per cent

100 per cent
1,000 per cent'

the same ratio as before.
For all that, the problem has now been turned round the other way.
The annual rate for capital B :

5,000s
5,000v

=

100 per cent, does not present

the slightest divergence - not even the shadow of a divergence - from
the laws of surplus-value production which we already knew, and the
rate of surplus-value corresponding to these. 5,000v has been advanced
during the year and productively consumed, having produced 5,000s.
The rate of surplus-value is thus the above fraction

5,000s
= 1 00 per
5,000v

+

5,000s
500v

--

=

1 ,000 per cent. But

if in the first case 500s, the product of five weeks, was calculated on a
capital advance of £5,000, nine tenths of which was n9t applied in its
production, now 5,OOOs is calculated on the basis of 500v, i.e. on only
one tenth of the variable capital that was really applied in the produc
tion of 5,000s; for the 5,000s is the product of a variable capital of
£5,000 that is productively consumed over fifty weeks, and not of the
capital of £500 used during one single five-week period. In the first case,
the surplus-value produced during five weeks was calculated on the
capital that was advanced for fifty weeks, i.e. a capital ten times greater
than that used during the five weeks. Now the surplus-value produced
in fifty weeks is calculated on the capital which was advanced for five
weeks, and which is thus ten times smaller than that used during the
fifty weeks.
Capital A of £500 is not advanced for any longer than five weeks. At
the end of this period it returns, and can repeat the same process ten
times in the course of the year by turning over ten times. Two things
follow from this.
Firstly, the capital advanced in case A is only five times greater than
the portion of capital applied in any one week's production process.
Capital B, on the other hand, which turns over only once in fifty weeks,
must therefore also be advanced for fifty weeks, and is fifty times
greater than the part of the capital that can ever be applied in one week.
The turnover time thus modifies the ratio between the capital advanced
for the production process during the year and the capital applied for
any given production period, e.g. a week. And this gives us the first
case, in which the surplus-value of five weeks is reckoned, not on the
capital applied during these five weeks, but rather on the ten times
great�r capital that is applied over fifty weeks.
Secondly, the turnover period of capital A, five weeks, comprises
only one tenth of the year ; the year therefore includes ten such turn
over periods, in which capital A of £500 is each time applied afresh.
The capital applied here is equal to the capital advanced for five weeks,
multiplied by the number of turnover periods in the year. The capital
applied during the year is 500 x 10
£5,000. The capital advanced
during the year is 5,000-;- 10
£500. In point of fact, even though the
=

=
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£500 is always applied afresh, never more than the same £500 is applied
every five weeks. In the case of capital B, it is still only £500 that is

applied and advanced for these five weeks. But since the turnover
period is now fifty weeks, the capital applied during the year is the same
as the capital advanced not for every five weeks, but for fifty. The mass
of surplus-value produced annually; however, is governed, at a given

rate of surplus-value, by the capItal applied during the year, and not by
that advanced. Thus it is no greater for this capital of £5,000 that turns
over once than it is for the capital of

£500

that turns over ten times,

and the only reason why it is the size it is, is that the capital that turns
over once in the year is itself ten times greater than that turning over
ten times.
The variable capital turned over during the year - i.e. the part of the
annual product or the annual expenditure equal to this part - is the
variable capital actually applied and productively consumed in the
course of the year. It follows therefore that, if the variable capital A
turned over annually and the variable capital

B

turned over annually

are the same, and they are applied under the same conditions of
valorization, the rate of surplus-value must be the same for both ; and
since the masses of capital applied are the same, so must be the annually
reckoned rate of surplus-value, as long as it is expressed as :
mass of surplus-value annually produced
.
annual turnover of variable capital
To express it more generally, whatever may be the relative magnitudes
of the variable capitals turned over, the rate of surplus-value that they
produce in the course of a year is determined by the rate of surplus
value at which the respective capitals have operated in average periods
(e.g. on a weekly or even daily average).
This is the only possible result that follows from the laws of surplus..
value production and those determining the rate of surplus-value.
Let us now look once again at what the ratio

.

caPItal B :

£5,000 capital annually turned over
£5,000 capItal advanced

•

.

In both ratios, the numerator expresses the capital advanced multi
plied by the

number

of turnovers ; for A,

500 x 10,

for

B, 5,000 x 1 .

Alternatively, the capital i s multiplied by the reciprocal of the turnov�r

time, reckoned in terms of a year. The turnover time for A is 1.\ year ; the
\0 , and 500 x V
5,000; for B, 5,000 x i 5,000.

reciprocal of this is

=

=

The denominator expresses the capital turned over multiplied by the
reciprocal of the

number of turnovers ; for A, 5,000 x lo , for B, 5,000 x i.

The respective quantities of labour (the sum of the paid and the un
paid labour) that are set in motion are the same here, since the capitals
turned over are the same, and so are their rates of valorization.
The ratio between the variable capital annually turned over and that
advanced indicates, firstly, the ratio in which the capital to be ad
vanced stands to the variable capital applied in a certain working
period. If the number of turnovers is ten, as under A, and the year is
taken as fifty weeks, then the turnover time is five weeks. This five weeks

is the time for which variable capital has to be advanced, and the
capital advanced for five weeks must be five times larger than the vari
able capital applied during one week. That is to say, only one fifth of
the capital advanced (here

£500) can be applied in the course of a
B, on the other hand, where the number of
turnovers is i, the turnover time is 1 year
50 weeks. The ratio of the
capital advanced to that applied week by week is therefore 50 : 1. If the
situation was the same for B as for A, then B would have to apply
£1 ,000 each week instead of £100.
Secondly, it follows that B has applied a capital ten times as great as
A, i.e. £5,000, in order to set in motion the same amount of variable
week. In the case of capital

=

capital, thus, with a given rate of surplus-value, the same quantity of
labour (both paid and unpaid), and thus to produce the same mass of
surplus-value in the course of the year. The real rate of surplus-value

expresses nothing more than the ratio of the variable capital applied in·

annual turnover of capital

a given period of time to the surplus-value produced in the same

capital advanced

period ; or the mass of unpaid labour that the variable capital applied

expresses. (We are dealing here only with the variable capital, as already
stated.) The quotient gives the number of turnovers of the capital ad..
vanced in one year.
For capital

A

.
we have .

£5,000 capital annually turned over .
' for
£500 capital advanced

during this time sets in motion. It has absolutely nothing to do with the
portion of variable capital that is advanced during the time in which i t
is not applied, and hence just a s little to d o with the ratio between the
part of it advanced for a definite period of time and that applied during
the same period, a ratio which is modified and differentiated by the
turnover period.
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It rather follows from what has already been developed that the

It follows further that

annual rate of surplus-value coincides with the real rate of surplus

greater than

381

S' s' if n 1. S' is greater than s' if n is
1 ; i.e. if the capital advanced turns over more than once in
=

=

value, that which expresses the degree of exploitation of labour, only

the year, so that the capital turned over is greater than that advanced.

in the year, so that the capital advanced is equal to the capital turned

turned over during the year is only one part of the capital advanced,

in a single case; namely when the capital advanced turns over only once

Finally, Sf is smaller than

over during the year, and the ratio of the mass of surplus-value pro

mands

(A) The annual rate of surplus-value is :

time is

S

applied for the production of the annual mass of surplus-value is equal

or 100 per cent. Only if

n

c

, e.g. lor capl't aI
=

1,

i .e. if the

variable capital advanced turns over only once in the year, and is thus

equal to the capital applied or turned over in the year, is the annual rate
of surplus-value equal to the real rate of surplus-value.

Let us call the annual rate of surplus-value S', the real rate of surplus

=

s'n;

i.e.

S'

=

s'n,

v and the number of turnovers n.
and only

=

=

s

'

if

n

lt follows that the annual rate of surplus-value is always

=

1,

when

s'n, i.e. the

real rate of surplus-value produced in a turnover period by the variable
capital consumed during this period, multiplied by the number of turn

overs of this variable capital during the year, or (what is the same thing)

multiplied by the reciprocal of its turnover
of a year.

time, reckoned on the basis

(If the variable capital turns over ten times in the year,

then

its turnover time is one tenth of a year; the reciprocal of this is therefore

¥

=

10.)

_
-

=

=

--

g years.

91\1 0

\lIT

.
per cent , I.e.

100 per cent, then 5,500v would have to produce 5,500s in a
g years for this. The 5,500v pro
duces only 5,0005 in the course of the year, giving an annual rate of
5,000s 10 91\ 1 0
surplus-value of
\lIT per cent.
5,500v 1 1

year, whereas it actually now takes

(B) The annual rate of surplus-value is :
variable capital advanced

=

H', since the turnover

value were

which we shall call n. The formula (A) is thus transformed into :

real rate of surplus-value x variable capital advanced x n

I

=

1 + to years (the year taken as fifty weeks),
100 % x 5,500 x ��
1 ,000
100 X II
11
5,500
11

less than l OO per cent. In point of fact, if the annual rate of surplus

to the capital advanced multiplied by the number of its turnovers,

=

£100 in variable capital each week, and thus £5,500 for the turn
1oos ; s' is thus 100 per cent, as

before. The number of turnovers is now � �

. But the mass of surplus-

multiplied by the variable capital applied in its production. The capital

=

i.e. if the capital

over period, and each week it produces

value produced during the year equals the real rate of surplus-value

s'vn
Then S'
v
S'
s' x 1 s'.

1;

extend the turnover period to fifty-five weeks. The labour process de

capital advanced for the year.

value s', the variable capital advanced

is less than

We keep all the assumptions made in our earlier example, but simply

tween the mass of surplus-value produced during the year and the

100 per cent x 5,000 x 1
B,
5,000

n

Let us pause a moment to consider this last case.

purpose of this production coincides and is identical with the ratio be

variable capital advanced

if

and the turnover period thus lasts for longer than a year.

duced during the year to the capital applied during the year for the

mass of surplus-value produced during the year

s'

--

7h.

=

-

=

The annual rate of surplus-value, or the comparison between the

surplus-value produced during the year and the total variable capital

advanced (as

distinct from the variable capital

turned over

during the

year), is therefore not something merely subjective, but a comparison

produced by the actual movement of capital itself. For the owner of

capital A receives back at the end of the year his variable capital of

£500

together with a surplus-value of

£5,000.

What expresses the size

of the capital he has advanced is not the quantity of capital that he has
applied during the year, but that which periodically flows back to him.

That the capital may exist at the end of the year partly as a production

stock, and partly as commodity or money capital, adds nothing to the

question in hand. Nor does the ratio in which it is divided between these

various portions. The owner of capital B receives back
capital advanced, together with

£5,000

capital C (that of £5,500 last introduced) has produced

value during the year

(£5,000

£5,000,

his

surplus-value. The owner of

£5,000 surplus

outlay with a rate of surplus-value of

100 per cent), but his capital advanced has not yet returned to him, and

so neither has the surplus-value it has produced.
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S'
s'n expresses the fact that the rate of surplus-value on the vari
able capital applied during a turnover period :
=

mass o f surplus-value produced during a turnover period
variable capital applied during a turnover period
has to be multiplied by the number of turnover periods or reproduction
periods of the variable capital advance<!, the number of periods in
which it repeats its circuit.
We have already seen in Volume 1, Chapter 4 (' The General Formula
for Capital '), and again in Chapter 23 ('Simple Reproduction '), how
the capital value is always advanced and not genuinely spent, in that
once this value has gone through the various phases of its circuit, it
returns again to its starting-point, and, moreover, it does so emiched
with surplus-value. This is what characterizes it as advanced. The time
that elapses between its point of departure and its point of return is the
time for which it is advanced. The entire circuit which the capital value
undergoes, measured by the time from its advance to its reflux, forms
its turnover, and the duration of this turnover is a turnover period.
Once this period has elapsed, the circuit is at an end, and the same
capital value can begin the same circuit afresh, and thus also valorize
itself afresh and again produce surplus-value. If the variable capital
turns over ten times in the year, as A does, then the mass of surplus
value produced in the course of the year will be ten times that cor
responding to one turnover period.
The nature of the advarice must now be investigated from the stand
point of capitalist society as a whole.
Capital A, which turns over ten times during the year, is advanced ten
times in the course of the year. It is advanced afresh for each new turn
over period. But at the same time, all that the owner of A ever advances
during the year is the same capital value of £500, and all that he ever
has at his disposal for the production process we are considering is £500.
Once this £500 has completed a circuit, he lets the same circuit begin
anew ; capital by its very nature only maintains its capital character
precisely by functioning as capital in ever repeated production pro
cesses. It is never advanced for longer than five weeks. If the turnover
lasts for longer, this capital is not sufficient. If it is reduced, then a
part of the capital is superfluous. It is not ten capitals of £500 that are
advanced, but one capital of £500 advanced ten times in succession at
different intervals of time. Hence the annual rate of surplus-value is not
calculated on a capital of £500 advanced ten times, i.e. on £5,000, but
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rather on a capital of £500 advanced once ; just as, when a shilling
circulates ten times, there is still only one shilling in circulation, even
though it performs the functions of ten shiUings. However, no matter in
whose hand it exists for the moment, it remains as always the same
identical value of one shilling.
Capital A shows in just the same way, each time it returns, including
its return at the end of the year, that its owner has always operated
simply with the same capital value of £500. All that he receives back
each time is £500. The capital he advances is therefore never more than
£500. The capital of £500 that is advanced forms the denominator of the
fraction that expresses the annual rate of surplus-value. We already had
for this the formula S'
value

Sf

=

=

s'vn
v

=

s'n. Since the real rate of surplus-

s

-

v

, the mass of surplus-value divided by the variable capital

that produced it, we can substitute in s'n the equivalent of s', i.e. �, and
v

arrive at the further formula : Sf

=

�.
v

However, by turning over ten times, and hence repeating its advance
ten times, the capital of £500 performs the function of a capital ten
times as great, a capital of £5,000, just as 500 shilling pieces that turn
over ten times in the year perform the same function as 5,000 turning
over only once.

2. T H E T U R N O V E R O F A N I N D I V I D U A L V A R I A B L E C A P I T A L

' Whatever the social form o f the production process, it has to b e con
tinuous, it must periodically repeat the same phases . . . When viewed,
therefore, as a connected whole, and in the constant flux of its incessant
renewal, every social process of production is at the same time a process
of reproduction . . . As a periodic increment of the value of the capital,
or a periodic fruit borne by capital-in-process, surplus-value acquireS
the form of a revenue arising out of capital' (Volume 1, Chapter 23, pp.
71 1-12).
We have ten five-week turnover periods for capital A. In the first
turnover period, £500 variable capital is advanced ; i.e. £100 is converted
each week into labour-power, so that at the end of the first turnover
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period, £500 has been spent on labour-power. This £500, originally part
of the total capital advanced, has ceased to be capital. It has been paid
out in wages. The workers, for their part, pay it out again in purchasing
their means of subsistence, and consume means of subsistence to the
value of £500. A mass of commodities amounting altogether to this
value is thereby annihilated (what the worker may save as money, etc.
is also not capital). This mass of commodities is consumed unpro
ductively, as far as the worker is concerned, except in as much as he
thereby maintains his labour-power, which is

an

indispensable instru

ment for the capitalist, in working condition. In the second place,
however, this £500 is converted, for the capitalist, into labour-power of
the same value (or price). He consumes the labour-power productively
in the labour process. At the end of the five weeks, a value product of

£1 ,000 has been brought into existence. Half of this, £500, is the repro
duced value of the variable capital spent as payment for labour-power.
The other half, £500, is newly produced surplus-value. But the five
weeks' labour-power, by conversion into which a part of capital has
been transformed into variable capital, is also spent or consumed, even
if productively. The labour active yesterday is not the same labour as is
active today. Its value, together with the surplus-value created by it,
now exists as the value of a thing distinct from labour-power, the pro
duct. But because the product is transformed into money, the part of
its value equal to the value of the variable capital advanced is con
verted once more into fabour-power and hence functions afresh as
variable capital. The fact that the capital value that is not only repro
duced, but also transformed back into the money form, may engage the
same workers, i.e. the same bearers of labour-power, is beside the
point. It is quite possible for the capitalist to employ new workers in
place of the old ones in the s'econd turnover period.
In fact, therefore, in the course of the ten five-week turnover periods
a capital of £5,000 is successively spent on wages, and not one of £500,
these wages being spent again by the workers on means of subsistence.
The capital of £5,000 advanced in this way is consumed. It no longer
exists. On the other hand, it is labour-power to the value of £5,000, and
not just £500, that is successively incorporated , into the production
process, not only reproducing its own value of £5,000, but producing in

p

addition to this a surplus-value of £5,000. The variable ca ital of £500
that is advanced in the second turnover period is not the identical
capital of £500 advanced in the first t

�over

period. The latter has

been consumed, spent on wages. But it has been

replaced by

a new
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variable capital of £500, which was produced in the first turnover
period in the commodity form and was then transformed back into
the money form. This new money capital of £500 is therefore the money
form of the mass of commodities newly produced in the first turnover
period. The faCt that an identical money sum of £500 exists once more
in the hands of the capitalist - i.e. if we disregard the surplus-value, the
same amount of money capital as he originally advanced - conceals the
fact that he is operating with a newly produced capital. (As far as the
other value components of the commodity capital are concerned, those
that replace the constant parts of the capital, their value is not newly
produced ; it is only the form in which the value exists that is changed.)
Let us take the third turnover period. Here it is evident that the vari
able capital of £500 advanced for the third time is not an old capital,
but one newly produced, for it is the money form of the mass of com
modities produced in the second turnover period and not in the first
turnover period, i.e. the money form of that mass of commodities
whose value is equal to the value of the variable capital advanced. The
part of their value that equals the variable part of the capital advanced
was converted into the new labour-power for the second turnover
period, and produced a new mass of commodities ; this was again sold,
and a part of their value forms the capital of £500 advanced in the third
turnover period.
The same thing happens for all ten turnover periods. Every five
weeks, newly produced masses of commodities (whose value, in so far
as it replaces variable capital, is also newly produced, and does not
simply reappear, as with the constant circulating capital) are thrown on
the market, so that ever new labour-power can be incorporated into the
production process.
What is attained by the ten-fold turnover of the variable capital ad
vanced, therefore, is not that this capital of £500 can be productively
consumed ten times over or that a variable capital that suffices for five
weeks can be applied for fifty. In fact, 10 x £500 of variable capital is
applied in the fifty weeks ; the capital of £500 is only ever sufficient for
five weeks, and must be replaced at the end of these five weeks with a

newly produced capital of £500. This occurs just as much for capital A
as for capital B. But now comes the difference.

At the close of the first section of five weeks, a variable capital of

£500 has been advanced and spent both in case B and in case A. For B
just as for A, its value has been converted into labour-power and re
placed by a part of the value of the product newly produced by this
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labour-power equal in value to the advanced variable capital of £500.
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amount of variable capital is spent in fifty weeks in case B as in case A ;

For both B and A, the labour-power has not just replaced the value of

the same amount of labour-power paid for and used. But in

the variable capital expended, £500, with a new value to the same

B this has

to be paid for with a capital advance equal to its entire value, £5,000.

amount, but also added to it a surplus-value - one of the same size,

In A, however, it is paid for successively by the ever renewed money

according to our assumption.
In case B, however, the value product which replaces the variable

form of the replacement value .that is produced every five weeks for the

capital advanced and adds to its value a surplus-value does not exist in
the form in which it can function once again as productive capital, i.e.

money capital advanced is never greater than that needed for five weeks,

as variable capital. This is the form in which it does exist for A. For B,

weeks. This £500 is sufficient for the whole year. It is clear, therefore,

in the first five weeks, and then successively every five weeks again, is

rate of surplus-value, the annual rates in cases A and

capital of £500 advanced for each five weeks. In this case, therefore, the

i.e. never greater than the capital of £500 advanced for the first five

however, through to the end of the year, while the variable capital spent

that with the same degree of exploitation of labour, i.e. the same real

replaced by newly produced value and surplus-value, it does not exist
in the form in which it can function as productive capital or in particular

value has certainly been replaced by a new value,
but the form of its value (in this case the absolute

variable capital. Its
and thus renewed,

B must

stand in

inverse proportion to the magnitudes of the variable money capitals
that have had to be advanced in order to set in motion the same

*

.

quantIty of labour-power over the year. A :

value form, its money form) has not been renewed.
For the second period of five weeks (and successively for every five

B:

weeks during the year), a further £500 must be on hand, just as for the

5,000s
5 , 00Ov

=

100 per cent. But 500v : 5,000v

5 000s
'
-

500v

=

1 :10

=

1 ,000 per cent, and

=

100 per cent :l ,OOO

first period. If we ignore credit, then £5,000 must be on hand at the

per cent.

beginning of the year, and exist as latent money capital advanced, even

The distinction arises from the divergence in the turnover periods,

though it is only actually spent and converted into labour':'power bit by

i.e. the intervals at which the replacement value 'of the variable capital
applied in a certain period of time can function afresh as capital, and

bit in the course of the year.

therefore as new capital. With both B and A, we find the same replace

In case A, on the other hand, since the circuit or turnover of the

capital advanced has been completed, the replacement value already

ment value for the variable capital applied during the same period.

exists, after five weeks have elapsed, in the form in which it can set in

There is also the same additional surplus-value produced during the
same period. But with B, even though every five weeks there is a re

In both cases, A and B, new labour-power is consumed in the second

placement value of £500, plus £500 surplus-value, this replacement
value does not yet form any new capital, since it does not exist in the

motion new labour-power for five weeks : in its original money form.

five-week period, and a new capital of £500 spent in payment for this

labour-power. The workers' means of subsistence, which were paid for
with the first £500, have disappeared, or at any rate the value of these
has vanished from the hands of the capitalist. The second £500 serves
to buy new labour-power, to withdraw new means of subsistence from
the market. In short, a new capital of £500 is spent, not the old one.

But in case

A,

this new capital is the money form of the newly pro..

duced replacement value for the £500 spent previously.

In case

B, the

replacement value exists in a form in which it cannot function as vari..

able capital. It does exist, but not in the form of variable capital. An

additional capital of £500 must therefore be available in the money
form, which is here unavoidable, to continue the production process for
the next five weeks, and it must be advanced as such. Thus thl;; ::'<;Ime

- /-

money form. In case A, the old capital value is not only replaced by a

new one, but is re-established in its money form, and hence replaced as
new capital capable of performing its function.
The earlier or .later transformation of the replacement value into
money, and hence into the form in which the variable capital is ad�
vanced, is evidently a circumstance quite immaterial to the production
of surplus-value. The latter depends on the magnitude of the variable
capital applied, and on the level of exploitation of labour. But the
circumstance mentioned above does modify the size of the money
capital that has to be advanced in order to set in motion a definite
amount of labour-power in the course of the year, and in this way it
does affect the annual rate of surplus-value.
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T H E T U R N O VE R O F V A R IA B L E C A P I T A L C O N S ID E R ED
F R O M THE S O CIAL P OINT O F VIEW

ment for this variable capital (this product also including surplus
value) ; the shorter, too, is the time for which the capitalist has to advance
money from his own funds, and the smaller the total capital that he

Let u s consider the matter for a moment from the whole · society's

advances in relation to the given scale of production ; the relatively

standpoint. A worker costs, say, £1 per week; the working day is ten

greater, therefore, is the mass of surplus-value that the capitalist ex

hours. Both with capital A and capital B 100 workers are employed

tracts in the course of the year, at a given rate of surplus-value, since he

throughout the year (£100 per week for 100 workers, making £500 for

can buy the workers all the more often, and set their labour in motion,

five weeks and £5,000 for fifty weeks), and each of these works for sixty

with the money form of their own value product.

hours in a six-day week. 100 workers perform 6,000 hours' labour per

At a given scale of production, the absolute size of the variable

week and therefore 300,000 hours' labour in fifty weeks. This labour

money capital advanced (and so of the circulating capital in general)

power is requisitioned by A and B, and cannot be spent by the society

is reduced in proportion to the brevity of the turnover period, and the

standpoint, for both A and B. Moreover, in both cases, each 100 workers

volume of capital advanced, the scale of production grows, and hence,

and withdraw from society means of subsistence to this value. In this

value produced in one turnover period also grows, and there occurs,

respect, too, the matter is equivalent in both cases, from the social

simultaneously with this, a rise in the annual rate of surplus-value caused

standpoint. Since the workers are in both cases paid by the week, they

by the reduction in the reproduction period. The preceding investiga

also withdraw means of subsistence from society each week, and each

tion has led us to the result that, according to the varying magnitudes

on anything else. In this respect, the matter is the same, from the social

receive a yearly wage of £5,000 (thus the 200 together receive £10,000),

annual rate of surplus-value correspondingly grows. With a given
with a given rate of surplus-value, the absolute mass of the surplus

week they cast into circulation in return their money equivalent. But

of the turnover period, money capitals of very different scale have to be

now comes the difference.

advanced, in order to set in motion the same volume of productive

Firstly. The money that the workers under capital A cast into circula

circulating capital and the same amount of labour, given the same level

tion is not only, as for the workers under capital B, the money form of

of exploitation of labour.

labour already performed) ; right from the second turnover period on

the workers pay for the means of subsistence that they buy with the

ward, reckoning from the opening of the business, it is the money form

variable capital that is transformed in their hands into means of circu

the value of their labour-power (in actual fact a means of payment for

of

their own value product ( =price of labour-power plus surplus-value)

in the first turnover period which pays for their labour during the
second turnover period. With capital B the position is different. Here,

too, the money is certainIy a means of payment for labour that the

workers have already performed, but this labour is not paid for with
their own value product turned into money (the money form of the

Secondly

-

and this is related to the first distinction - in both cases

lation. They not only withdraw wheat from the market, for example,
but also replace it with an equivalent in money. But since the money
with which the workers employed by capital B pay for their means of
subsistence and withdraw them from the market is not the money form
of their own value product cast into the market in the course of the
year, as is the case with the workers employed by capital A, it follows

value they themselves have produced). This can only. start to happen

that although they supply the seller of their means of subsistence with

from the second year onwards, when the workers under capital B are

money, they do not supply any commodity - either means of production

money.

which is the position however with A. Hence labour-power, means of

paid with their own value product of the previous year, converted into

The shorter the turnover period of the capital - and hence the shorter
the intervals at which its reproduction period is repeated in the course
of the year - the sooner is the variable part of the capital originally

advanced by the capitalist in the money form transformed into the
money form of the value product created by the worker as a replace-

or means of subsistence - which he could buy with the money provided,

subsistence for this labour-power, fixed capital in the form of the means

of labour applied under capital B, and production materials, are all with

drawn from the market, and an equivalent in money is cast into the

market to replace them with ; but no product is cast into the market
during the year in question to replace the material elements of pro-
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ductive capital withdrawn from it. If we were to consider a communist
society in place of a capitalist one, then money capital would im
mediately be done away with, and so too the disguises that transactions
acquire through it. The rp.atter would be simply reduced to the fact that
the society must reckon in advance how much labour, means of pro
duction and means of subsistence it can spend, without dislocation, on
branches of industry which, like the building of railways, for instance,
supply neither means of production nor means of subsistence, nor any
kind of useful effect, for a long period, a year or more, though they
certainly do withdraw labour, means of production and means of
subsistence from the total annual product. fu capitalist society, on the
other hand, where any kind of social rationality asserts itself only
post/estum,* major disturbances can and must occur constantly. On the
one hand there is pressure on the money market, while conversely the
absence of this pressure itself calls into being a mass of such under
takings, and therefore the precise circumstances that later provoke a
pressure on the money market. The money market is under pressure
because large-scale advances of money capital for long periods of time
are always needed here. This is quite apart from the fact that in
dustrialists and merchants throw the money capital they need for the
carrying on of their businesses into railway speculations, etc., and re
place it with loans from the money market.
The other side of the coin is pressure on the society's available pro
ductive capital. Since elements of productive capital are constantly
being withdrawn from the market and all that is put into the market is
an equivalent in money, the effective demand rises, without this in it
self providing any element of supply. Hence prices rise, both for the
means of subsistence and for the material elements of production.
During this time, too, there are regular business swindles, and great
transfers of capital. A band of speculators, contractors, engineers,
lawyers, etc. enrich themselves. These exert � strong consumer demand
on the market, and wages rise as well. As far as foodstuffs are con
cerned, agriculture is given a boost by this process. But since these
foodstuffs cannot be suddenly increased within the year, imports grow,
as well as the import of exotic foods (coffee, sugar, wine, etc.) and ob
jects of luxury. Hence over-supply and speculation in this part of the
import trade. On the other hand, in those branches of industry in which
production can be increased more quickly (manufacture proper, mining,
*Literally • after the feast ' ; a favourite expression of Marx's. in the sense of ' too

late to have any effect',
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etc.), the price rise leads to sudden expansion, soon followed by col
lapse. The same effect occurs on the labour market, drawing great
numbers of the latent relative surplus population, and even workers
already employed, into the new lines of business. Undertakings of this
kind, such as railways, generally withdraw from the labour market on
a large scale a certain quantity of force, which can derive only from
branches such as agriculture, etc. where only strong lads are needed.
This still occurs even after the new undertakings have already become
an established branch of industry and the migrant working class needed
for them has already been formed e.g. when railway construction is
temporarily pursued on a scale greater than the average. A part of the
reserve army of workers whose pressure keeps wages down is absorbed.
Wages generally rise, even in the formerly well employed sections of
the labour market. This lasts until, with the inevitable crash, the re
serve army of workers is again released and wages are pressed down once
more to their minimum and below it.!
fu as much as the greater or lesser length of the turnover period de
pends on the working period in the strict sense, i.e. the period needed
to prepare the product for the market, it depends on the material condi
tions of production in the various spheres of capital investment, as
these are given at the time. fu agriculture these have more the character
of natural conditions of production ; in manufacture, and for the most
part in the extractive industries too, they change with the social de
velopment of the productive process itself.
fu as much as the length of the working period depends on the size of
deliveries (on the quantitative scale on which the product is generally
thrown onto the market), this has a conventional character. But the
convention itself has as its material basis the scale of production, and
is therefore accidental only if considered in isolation.
Finally, in as much as the length of the turnover period is dependent
1. The following note for future elaboration is here inserted in the manuscript :
' Contradiction in the capitalist mode of production. The workers are important
for the market as buyers of commodities. But as sellers of their commodity labour-power - capitalist society has the tendency to restrict them to their minimum
price. Further contradiction : the periods in which capitalist production exerts all
its forces regularly show themselves to be periods of over-production; because the
limit to the application of the productive powers is not simply the production of
value, but also its realization. However the sale of commodities, the realization of
commodity capital, and thus of surplus-value as well, is restricted not by the
consumer needs of society in general, but by the consumer needs of a society in
which the great majority are always poor and must always remain poor. This how�
ever belongs rather to the next Part.'
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on the length of the circulation period, this is partly conditioned by the

which the trade balance is unfavourable, and on that for which it is

constant change in market conditions, the greater or lesser ease of sell·

favourable. This phenomenon can be still more complicated. England

ing, and the necessity, which arises from this, of casting the product

may have sent silver bullion to India, but India's English creditors now

partly on nearer and partly on more distant markets. Apart from the

press their demands here, and in a short while India will have to send

scale of demand in general, the movement of prices plays a major role

its silver back to England.

here. Sales are deliberately restricted when prices are falling, while

It can happen that the export trade to India and the import trade

production goes ahead ; and the converse occurs when prices are rising,

from India are in approximate balance, even though the size of the

when production and sale keep in step, or selling even takes place in

�
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latter (with the exception of special circumstances such as an increase

advance. However the actual distance of the place of production from

in cotton prices, etc.) is determined by the former, and stimulated by it.

the market outlet should be considered as a specific material basis.

The balance of trade between England and India may appear in equi

English cotton cloth or yarn, for instance, is sold to India. The expo�t

librium, or exhibit only weak fluctuations on orie side or the other. But

merchant has to pay the English cotton manufacturer. (He does this

once the crisis breaks out in England, it becomes clear that unsold

willingly only when the situation on the money market is favourable. As

cotton goods are being stored up in India (goods which have therefore

soon as the manufacturer himself replaces his money capital by credit

not been transformed from commodity capital into money capital -

operations, things start to go wrong.) The exporter later sells his cotton

over-production on this side) and that on the other hand there are not

goods on the Indian market, from where the capital he has advanced is

only unsold stocks of Indian products in England, but a major part of

remitted. Until this reflux, the situation is just the same as one in which

stocks sold and consumed have not yet been paid for. Thus what appears

the length of the 'working period requires a new advance of money

as a crisis on the money market in actual fact expresses anomalies in the

capital in order to keep the production process going on the same scale.

production and reproduction process itself.

The money capital with which the manufacturer pays his workers and
replaces the other elements of his circulating capital is not the money

Thirdly,

in relation to the actual circulating capital applied (both

variable and constant), the length of the turnover period, in so far as it

form of the yarn that he produced. This can only be the case after the

derives from the length of the working period, leads to the distinction

value of this yarn has returned to England in money or products. It is

that, with a greater number of turnovers in the course of the year, an

additional money capital; as before. The distinction is simply that in

element of the variable or constant circulating capital can be supplied

stead of the manufacturer it is the merchant who advances it, and he

by way of its own product, as with the production of coal, of ready

may well have obtained it himself by credit operations. Similarly, until

made clothes, etc. In other situations this is not the case, at least not

this money has been cast into the market, no additional product has

within the year.

been put on the English market that could be bought with this money
and enter the sphere of production or individual consumption. If this
condition sets in for a long while and on a large scale, then it must lead
to the same results as the prolonged working period did previously.
It is also possible that the yarn is sold on credit in India itself. With
this credit, products are bought in India and sent as a return shipment
to England, or else drafts are remitted to this amount. If this process is
delayed, then pressure builds up on the Indian money market, which
may react on England to produce a crisis here. This crisis, in its turn,
even if it is combined with the export of precious metals to India, pro
vokes a new crisis in that country, on account of the bankruptcy of
English firms and their Indian branches, who were given credit by
Indian banks. Thus a simultaneous crisis arises both on the market for
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Chapter 17 : The Circulation of Surplus-Value

We have already seen how the variation in the turnover period pro
duces a variation in the annual rate of surplus-value, even with the mass
of surplus-value annually produced remaining the same.
.
There is however a further necessary variation in the capitalization of
surplus-value, in accumulation, and in this respect also in the mass of
surplus-value produced during the year even with the rate of surplus
value remaining the same.
We note first of all that capitalist A (in the example of the preceding
chapter) has a steady periodic revenue, and so, if we except the turn
over period with which he starts business, he meets his own consump
tion during the year out of his production of surplus-value, and does
not have to advance anything for this out of his own funds. This is the
position however with B. Capitalist B produces the same amount of
surplus-value in the same time as A does, but the surplus-value is not
realized and can therefore be consumed neither individually nor pro
ductively. So far as individual consumption is concerned, surplus-value
is anticipated. Funds for this must be advanced. .
A part of the produ�tive capital which it is difficult to categorize, i.e.
the extra capital needed for repair and maintenance of the fixed capital,
now presents itself in a new light. *
In case A, this part of the capital is either not advanced at the start of
production, or is only advanced to a small extent. It does not need to be
available, let alone actually present. It arises from the business itself,
by the direct transformation of surplus-value into capital, i.e. its direct
application as capital. A part of the surplus-value that is not only pro
duced periodically in the course of the year, but also realized, can cover
the expenses necessary for repairs, etc. In this way a part of the capital
needed to conduct the business on its original scale is produced by the
business itself, in the course of business, by the capitalization of a part
* See above,

p. 255.

_

of the surplus-value. This is impossible for capitalist B. The portion of
capital in question must in his case form part of the capital originally
advanced. In both cases, this part of the capital figures in the capitalist's
books as capital advanced, which indeed it is, since on our assumption
it forms part of the productive capital needed to carry on business on
the given scale. But it makes a great difference whose funds it is ad
vanced out of. In case B, it is an actual part of the capital that has to be
originally advanced or kept available. In case A , on the other hand, it
is a portion of the surplus-value applied as capital. This latter case
shows us how not only the capital accumulated, but also a part of the
capital originally advanced, can be simply capitalized surplus-value.
Once the development of credit intervenes, the relation between the
capital originally advanced and the capitalized surplus-value becomes
still more intricate. For example, A may borrow part of the productive
capital with which he begins his business, or carries it on during the
year, from banker C. At the start, therefore, he lacks sufficient capital
of his own to conduct the business. Banker C lends him a sum that
simply consists of surplus-value deposited with him by industrialists D,
E, F, etc. From A's standpoint, it is still not accumulated capital. In
point of fact, however, for D, E, F, etc., A is no more than an agent
who capitalizes the surplus-value that they have appropriated.
In Chapter 24 of Volume 1 we saw how the real content of accumula
tion, the transformation of surplus-value into capital, is the reproduc
tion process on an expanded scale, whether this expansion expresses
itself extensively in the form of the addition of new factories to old ones,
or intensively in the enlargement of the former scale of operations. *
The expansion of the scale of production can proceed in relatively
small doses, if a part of the surplus-value is applied to improvements
whieh either simply raise the productive power of the labour applied,
or allow it simultaneously to be more intensively exploited. Alterna
tively, when the working day is not restricted by law, an additional out
lay of circulating capital (in production materials and wages) permits
an expansion of the scale of production without any increase in the
fixed capital, since the time during which the latter is used is thus simply
prolonged, while its turnover period is correspondingly shortened.
Alternatively, again, the capitalized surplus-value, given favourable
market conjunctures, may permit speculation in raw materials, opera
tions for which the capital originally advanced would have been in
sufficient, and so on�
* See Volume 1, pp. 725-34.
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It is clear, however, that where a relatively large number of turnover

established by legal documents. In all these cases, whatever may be the

periods brings about a more frequent realization of surplus-value in the

form of existence of the extra money capital, it represents, in as much as

course of the year, periods do occur in which the working day cannot

it is prospective capital, no more than extra legal titles to the future

be extended, nor can individual improvements be brought about ; while,

additional production of the society that the capitalists hold in reserve.

on the other hand, extension of the whole business on a proportional

' The mass of real accumulated wealth, in point of magnitude . . . is

scale, partly by expanding the entire plant, the buildings, for example,

so utterly insignificant when compared with the powers of production

partly by increasing the labour fund, as in agriculture, is possible only

of the same society in whatever state of civilization, or even compared

within certain limits, which may be broader or narrower, and requires a

with the actual consumption for even a few years of that society, that

volume of additional capital that can only be supplied by several years'

the great attention of legislators and political economists should be

accumulation of surplus-value.

directed to " productive powers " and their future free development, and

Besides real accumulation, or the transformation of surplus-value

not, as hitherto, to the mere accumulated wealth that strikes the eye.

into productive capital (and, correspondingly, reproduction on an

Of what is called accumulated wealth, by far the greater part is only

expanded scale), there is thus accumulation of money, scraping to

nominal, consisting not of any real things, ships, houses, cottons,

gether a part of the surplus-value as latent money capital, which is only

improvements on land, but of mere demands on the future annual

to function as additional active capital later on, when it has attained a

productive powers of society, engendered and perpetuated by the ex

certain volume.

pedients or institutions of insecurity . . . The use of such articles

This is how the matter appears from the standpoint of the individual

(accumulations of physical things or actual wealth) as a mere means of

capitalist. With the development of capitalist production, however,

appropriating to their possessors the wealth to be created by the future

there occurs a simultaneous development

in the credit system. The

productive powers of society, being that alone of which the natural

money capital that the capitalist cannot yet apply in his own business

laws of distribution would, without force, gradually deprive them, or,

is employed by others from whom he receives interest. It functions for

if aided by co-operative labour, would in a very few years deprive them.'

him as money capital in the specific sense that it is a kind of capital
distinct from productive capital. But it is

An Inquiry into the Principles 0/ the Distribution of
Wealth, London, 1850, p. 453. This book originally appeared in 1824.)

(William Thompson,

in someone else's hands that

it actually operates as capital. It is clear that, with the more frequent

' It is little thought, by most persons not at all suspected, how very

realization of surplus-value and the rising scale on which it is produced,

small a proportion, either in extent or influence, the actual accumula

a growth occurs in the proportion in which new money capital or

tions of society bear to human productive powers, even to the ordinary

money as capital is placed on the money market, and at least a large

consumption of a few years of a single generation. The reason is ob

part of this is absorbed again from the money market for the expansion

vious ; but the effect very pernicious. The wealth that is annually con

of production.

sumed, disappearing with its consumption, is seen but for a moment,

The simplest form which this extra latent money capital can assume

and makes no impression but during the act of enjoyment or use. But

is that of a hoard. This hoard may be additional gold or silver received

that part of wealth which is of slow consumption, furniture, machinery,

directly or indirectly in exchange with the countries producing precious

buildings, from childhood to old age stand out before the eye, the

metals. It ls only in this way, moreover, that the money hoard within a

durable monuments of human exertion. By means of the possession of

country grows in absolute terms. It is possible on the other hand, how

this fixed, permanent, or slowly consumed, part of national wealth, of

ever - and this is the position in the majority of cases - that this hoard

the land and materials to work upon, the tools to work with, the houses

is nothing more than money withdrawn from domestic circulation

to shelter whilst working, the holders of these articles command · for

which has assumed the form of a hoard in the hands of individual
capitalists. It is also possible that this latent money capital consists
simply of value tokens - we are still leaving credit money out of account
here - or else of mere claims (titles) of the capitalist on third parties

their own benefit the yearly productive powers of all the really efficient
\.

productive labourers of society, though these articles may bear ever
so small a proportion to the recurring products of that labour. The
population of Britain and Ireland being twenty millions, the average
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consumption of each individual, man, woman, and child, is probably

equivalent, that is to say, none satisfactory to the producers . . . With

about twenty pounds, making four hundred millions of wealth, the

the accumulated masses, particularly when held forth in the hands of a

product of labour annually consumed. The whole amount of the ac

few individuals, the vulgar eye has been always struck. The annually

cumulated capital of these countries, it has been estimated, does not

produced and consumed masses, like the eternal and incalculable waves

exceed twelve hundred millions, or three times the year's labour of the

of a mighty river, roll on and are lost in the forgotten ocean of con

community; or, if equally divided, sixty pounds capital for every indi

sumption. On this eternal consumption, however, are dependent, not

vidual. 'Tis with the proportions, rather than with the absolute accurate

only for almost all gratifications, but even for existence, the whole

amount of these estimated sums, we are concerned. The interest of this

human race. The quantity and distribution of these yearly products -

capital stock would support the whole population in the same comfort

ought to be the paramount objects of consideration. The actual ac

in which they now exist, for about two months of one year, and the

cumulation is altogether of secondary importance, and derives almost

whole accumulated capital itself would maintain them in idleness (could

the whole of that importance from its influence on the distribution of

purchasers be found) for three years ! at the end of which time, without

the yearly productions. . . Actual accumulations and distributions have

houses, clothes, or food, they must starve, or become the slaves of those

been always considered' (in Thompson's works) 'in reference, and

who supported them in the three years' idleness. As three years to the

subordinate, to the power of producing. In almost

life of one healthy generation, say forty years, so is the magnitude and

the power of producing has been considered in reference, and subordin

all other systems,

importance of the actual wealth, the accumulated capital of even the

ate, t6 actual accumulations, and to the perpetuating of the existing

wealthiest community, to the productive powers of only one generation;

modes of distribution. In comparison to the preservation of this actual

not of what, under judicious arrangements of equal security, they might

distribution, the ever-recurring misery or happiness of the whole

produce, particularly with the aid of co-operative labour, but of what,

human race has been considered as unworthy of regard. To perpetuate

under the defective and depressing expedients of insecurity, they do

the results of force, fraud, and chance, has been called security ; and to

absolutely produce ! . . . The seeming mighty mass of existing capital to

the support of this spurious security, have all the productive powers of

maintain and perpetuate which (or rather the command of the products

the human race been unrelentingly sacrificed.' (ibid., pp. 440-43.)

of yearly labour which it serves as the means of engrossing) . . . in its

As far as reproduction is concerned, only two normal cases are

present state of forced division, are all the horrible machinery, the

possible, leaving aside disturbances which inhibit reproduction even on

vices, crimes, and miseries of insecurity, sought to be perpetuated. As

the existing scale.

nothing can be accumulated without first supplying necessaries, and as
the great current of human inclination is to enjoyment ; hence the com
paratively trifling amount of the actual wealth of society at any particu

Either reproduction occurs on a simple scale;
Or alternatively, there is capitalization of surplus-value, accumula
tion.

lar moment. 'Tis an eternal round of production and consumption.
From the amount of this immense mass of annual consumption and
production, the handful of actual accumulation would hardly be
missed ; and yet it is to this handful, and not to the mass of productive

I. S IMP L E R E P R O D U C TION

powers that attention has chiefly been directed. This handful, however,

In the case of simple reproduction, the surplus-value that is periodic

having been seized upon. by a few, and been made the instrument of

ally produced and realized, either annually or by several turnovers

converting to their use the constantly recurring annual products of the

within the year, is consumed individually, i.e. unproductively, by its

labour of the great majority of their fellow-creatures ; hence, in the

owners, the capitalists.

opinion of these few, the paramount importance of such an instru

The fact that the value of products consists partly of surplus-value,

ment . . . About one third part of the annual products of the labour of

and partly of the portion of value formed by the variable capital repro

these countries is now abstracted from the producers, under the name of

duced in it together with the constant capital consumed, does not

public burdens, and unproductively consumed by those who give no

change

in the least

either the volume or the value of the total product
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modities in circulation and the quantity of money required for this

similarly withdrawn from it to go into productive or individual con

circulation (and for the corresponding hoard formation) is not com

sumption, i.e. to serve as means of production or means of consump

pensated for by a greater velocity of monetary circulation and by the

tion. Leaving aside the constant capital, it is only the distribution of the

more comprehensive function of money as means of payment, i.e. by

annual product between workers and capitalists that is thereby affected.

more mutual settlement of sales and purchases without the intervention

Even supposing simple reproduction, one part of the surplus-value

of actual money.

must always exist in money and not in products, because it cannot

A part of the social labour-power and a part of the social means of

otherwise be transformed from money into products for the needs of

production must therefore be spent each year in the production of gold

consumption. This transformation of surplus-value from its original

and silver.

commodity form into money must now be investigated further. To

The capitalists who pursue the production of gold and silver - and

simplify the matter, we take the problem in its simplest form, i.e. the

since we are here assuming simple reproduction, they pursue it only

exclusive circulation of metallic money, of money that is a real equivalent.

within the bounds of the average annual wear and tear and the average

According to the laws developed for simple commodity circulation

annual consumption of gold and silver necessitated by that wear and

(Volume 1, Chapter 3), the mass of metallic money existing in a country

tear - directly cast their surplus-value, which according to our supposi

cannot just be enough to circulate the commodities. It must be sufficient

tion they consume each year without capitalizing any of it, into the

to cope with fluctuations in the circulation of money, which arise partly

circulation sphere in the money form, which is for them the natural

from fluctuations in the speed of circulation, partly from changes in the

form of their product, not, as with the other branches of production,

price of commodities, and partly from the different and changing pro

its transformed form.

portions in which the money functions as means of payment and as
money is divided into a hoard and into money in circulation constantly

Furthermore, as far as wages are concerned - the money form in
which the variable capital is advanced - here too they are not replaced
by the sale of the product, its transformation into money, but rather by

changes, but the mass of money is always equal to the sum of money

a product whose natural form is money from the very beginning.

means of circulation proper. The ratio in which the existing mass of

present as a hoard and as money in circulation. This quantity of money

Finally, this also applies to the part of the total precious metal pro

(the quantity of precious metal) is a social hoard accumulated bit by

duct that is equal in value to the whole of the constant capital periodi

bit. In as much as a part of this hoard is consumed by wear and tear, i t
must b e replaced each year, a s with any other product. This happens i n
reali ty b y the direct o r indirect exchange o f a part o f the annual product

cally consumed, including both the constant circulating capital and the
constant fixed capital consumed during the year.
Let us firstly consider the circuit or turnover of the capital invested

of the country in question with the product of the gold- and silver

in the production of precious metals in the form

producing countries. The international character of this transaction con

so far as the

M-C . . . P . . . M'. In
C in M-C does not consist only of labour-power and means

ceals its simple course. In order to reduce the problem to its simplest and

of production, but also of fixed capital, only a part of whose value is

most perceptible expression, we must therefore assume that there is

u�ed up in

production of gold and silver in the country itself, i.e. that gold and

equal to the variable capital laid out on wages, plus the circulating

P, it is evident that M'

-

the product - is a sum of money

silver production forms a part of the total social production of any

constant capital laid out on means of production, plus the portion of

country.

value of the fix�d Capital _used up, plus the surplus-value. If the sum

Ignoring the gold and silver produced for luxury articles, the mini

were smaller, with the general value of the gold unchanged, then the

mum annual production of these metals must be equal to the wear and

mines in question would be unprofitable, or - if this is generally the

tear of the money metals occasioned by the annual monetary circula

case - the value of gold would in future rise, compared with com

tion. Moreover, if the value of the mass of commodities annually pro

modities whose value was unchanged; i.e. the prices of commodities

duced and circulated grows, then the annual production of gold and

would fall, so that the sum of money laid out in

silver must also grow, in so far as the increased value of the com-

be less.

M-C would in future
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Let us start by considering only the circulating part of the capital
advanced in M, the starting-point of M C. . . P . . M'. In this case a
certain sum of money is advanced and cast into circulation in payment
for labour-power and in order to purchase materials of production.
The money is not withdrawn again from circulation by the circuit of
this capital, and then cast in afresh. The product in its natural form is
already money, it does not need to be first transformed into money by
exchange, by a process of circulation. It moves from the production
process into the circulation sphere not in the form of commodity
capital that has to be transformed back into money capital, but rather as
money capital that has to be transformed back into productive capital,
i.e. has to buy new labour-power and materials of production. The
money form of the circulating capital, that consumed in labour-power
and means of production, is replaced not by the sale of the product, but
rather by the natural form of the product itself, i.e. not by withdrawing
its value again from circulation in the money form, but rather by
adding money newly produced.
Let us assume that this circulating capital is £500, and the turnover
period five weeks : a four-week working period, with the circulation
period only one week. Right from the start, money has in part to be
advanced for five weeks in a production stock, and in part kept on
hand to be paid out bit by bit as wages. At the beginning of the sixth
week, £400 has returned and £100 been set free. This is continually re
peated. Here, as before, £100 always exists in the released form for a
certain section of the turnover. But this consists of additional money
newly produced, just like the other £400. Here we have ten turnovers in
the year, and the annual product is £5,000 in gold. (The circulation
period here does not arise from the time taken to transform commodi
ties into money, but rather that taken to transform money into ele
ments of production.)
For any other capital of £500, turning over under the same conditions,
the constantly renewed money form is the changed form of the com
modity capital produced, a capital which is cast into circulation every
four weeks and always receives this money form afresh by its sale - i.e.
by the periodic withdrawal of the sum of money in the shape of which it
originally entered the process. Here, on the contrary, in every turnover
period a new additional sum of £500 in money is cast into circulation
by the production process, so as to keep withdrawing materials of
production and labour-power from circulation. The money thus cast
into the circulation sphere is not withdrawn from it again by the circuit
-

.

of this capital, but rather by the increased quantity of new gold that is
constantly produced.
If we consider the variable part of this circulating capital and take it
to be £100, as above, then this £100 would in ordinary commodity pro
duction be sufficient to pay labour-power through a ten-fold turnover.
Here, in money production, the same sum is also sufficient ; however
the five-weekly reflux of £100 with which the labour-power is paid is not
the changed form of its product, but rather a part of its ever new pro
duct itself. The gold producer pays his workers directly with a part of
the gold they have themselves produced. Thus the £1,000 that is laid
out each year on labour-power and thrown into circulation by the
workers does not return via circulation to its starting-point.
As far as the fixed capital is concerned, moreover, the initial estab
lishment of the business requires the expenditure of a relatively large
money capital, which is thus cast into the circulation sphere. Like all
fixed capital, this only returns back bit by bit over a number of years.
But it flows back as a direct fragment of the product, the gold, not by
the sale of the product and its consequent conversion into monetary
form. Thus it does not receive its money form by a withdrawal of
money from circulation, but rather by the accumulation of a cor
responding part of the product. The money capital thus re-established
is not a sum of money gradually withdrawn from circulation to balance
the sum of money originally cast into it for fixed capital. It is an addi
tional quantity of money.
Finally, as far as the surplus-value is concerned, this is also equal to
a part of the new gold product that is cast into circulation in each new
turnover period, to be spent unproductively, according to our assump
tion, and paid out for means of subsistence and luxury articles.
According to our assumption, however, this entire annual gold pro
duction - through which labour-power and materials of production,
though not money, are steadily withdrawn from the market, and addi
tional money is steadily supplied to it - only replaces the money worn
out during the year, and thus simply keeps intact the social money stock
which always exists in the two forms of hoard and money in circula
tion, though in varying proportions.
According to the law of commodity circulation, the total quantity of
money must be equal to the quantity of money required for circulation
plus a sum of money existing in the hoard form which increases or de
creases according to the contraction or expansion of circulation, and
serves in particular for the formation of the reserve fund of means of
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payment that is needed. What has to be paid in money - in so far as there

The commodity capital that the capitalist casts into circulation is of

is no direct balancing of accounts - is the value of the commodities.

greater value (why this should be so is not explained or understood from

The fact that part of this value consists of surplus-value, i.e. has cost
the seHer of the commodity nothing, does not change this situation in
any way. If the producers all possessed their means of production in
dependently, there would then be circulation between the direct pro
ducers themselves. Ignoring the constant part of their capital, we could
divide their annual surplus product, by analogy with the situation under
capitalism, into two parts : part (a), which simply replaces their neces
sary means of subsistence, and part (b), which they partly consume as
luxury products, and partly apply to the expansion of production. Part
(a) then represents the variable capital, part (b) the surplus-value. But
this division would still have no effect on the quantity of money re
quired to circulate their total product. With circumstances otherwise
remaining the same, the value of the mass of commodities in circula
tion would be the same, and so would the quantity of money required
by it. They would also have to have the same money reserves as before,
given a similar division of the turnover period - i.e. the same part of
their capital would always have to be in the money form - on our con
tinued supposition that their production was commodity production.
Thus the circumstance that a part of the commodity value consists of
surplus-value does not alter in the least the quantity of money needed to
carry on the business.
An opponent of Tooke, who supports the form

M-C-M', asked him

how the capitalist always managed to withdraw more money from
circulation than he cast into it. Let us be clear that what is involved
here is not the formation of surplus-value. This, the only real secret, is
taken for granted by the capitalists. The sum of value invested would
not be capital if it did not enrich itself with a surplus-value. Hence
surplus-value is assumed from the outset. Its existence is a matter of
course.

the capitalist's standpoint, but it is a fact for all that) than the pro
ductive capital he has withdrawn in labour-power and means of pro
duction from the circulation sphere. On this assumption, it is therefore
clear why not only capitalist A, but also B,

C, D,

etc. can always with

draw from circulation, by exchanging their commodities, more value
than the value of their original capital, which is always advanced anew.
A, B,

C, D, etc.

always cast a greater commodity value into circulation

in the form of commodity capital (an operation which has as many
sides to it as there are independently functioning capitals) than they
withdraw from it in the form of productive capital. Thus they always
have a value sum to share among themselves (Le. each of them can
withdraw from circulation a productive capital) equal to the value of
the productive capitals they have respectively advanced, and can just as
regularly share out a value sum which they cast into circulation from
just as many sides in the commodity form, as a respective surplus of
commodity value over the value of their commodity's elements of
production.
But before the commodity capital is transformed back into pro
ductive capital and the surplus-value contained

in it is spent, it must be

turned into money. Where does the money for this come from? This
question appears difficult at first glance, and neither Tooke nor anyone
else has yet answered it.
Assume that the circulating capital of £500 advanced in the form of
money capital, whatever may be its turnover period, is the total circula
ting capital of society, i.e. of the capitalist class. The surplus-value is

£100. How then can the entire capitalist class continue extracting £600
from the circulation sphere, if it only ever puts £500 into it ?
Once the money capital of £500 has been transformed into productive
capital, this is transformed within the production process into a com

Thus the question is not : where does surplus-value come from ? But
rather : where does the money come from which it is turned into ?

modity value of £600, and there now exists in the circulation sphere not

In bourgeois economics, the existence of surplus-value is taken for
granted. Thus not only is it presupposed, but it is also presupposed at

advanced, but also a newly produced surplus-value of £100.

the same time that a part of the mass of commodities cast into circula
tion consists of surplus product, and thus represents a value that the

modity form. There is no doubt about that. But the extra money needed

capitalist did not cast into circulation with his capital ; that the capital
ist therefore casts into circulation an excess over and above his capital,
and withdraws this excess from it again.

only a commodity value of £500, equal to the money capital originally
This extra surplus-value of £100 is cast into circulation in the com
for the circulation of this additional commodity value is not provided
by the same operation.
This difficulty should not be circumvented by plausible subterfuges.
For example : as far as concerns the constant circulating capital, it is
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clear that not all of it is laid out at the same time. While capitalist A is
selling his commodities, and thus the capital he has advanced is assum
ing the money form, the capital of buyer B, which is present in the
money form, is assuming the form of B's means of production, and it is
A himself who produces these. By the same act through which A gives
back its money form to the commodity capital he has produced, B gives
his capital back its productive form, transforming it from the money
form into means of production and labour-power ; the same sum of
money functions in the . two-way process just as in every simple sale

C-M.

On the other hand, if A transforms his money into means of

production again, he buys from

C, and this latter thereby pays B,

etc.

The transaction might thus appear to have been explained.

However, none of the laws put forward with respect to the quantity of
money circulating for the purpose of commodity circulation (Volume

1, Chapter 3) are in any way altered by the capitalist character of the

production process.

Therefore, when it is said that the circulating capital advanced by
society in the money form amounts to

£500, it has already been taken

into account that this is not only the sum which was advanced at the
same time, but that this sum also sets more productive capital than

must be the quantity of money in reserve which capitalist A must con
stantly retain in his possession. Secondly, if the workers pay the money
out and buy commodities with it, the surplus-value contained in these
commodities is also proportionately converted into money. Thus the
same money that is advanced in the form of variable capital also serves
to that extent to convert the surplus-value into money. Without going
any deeper into the question here, it is at least clear that the consump
tion of the entire capitalist class and the unproductive persons depend
ent on it keeps even pace with that of the working class ; thus, on top
of the money cast into circulation by the workers, money must be cast
into circulation by the capitalists, if they are to spend their surplus
value as revenue ; and so money for this must be withdrawn from
circulation. The explanation just given would only reduce the quantity
needed, and not obviate the need.
It might be said, finally : a large amount of money is always cast into
circulation on the first investment of the fixed capital, and this is with
drawn from circulation again only gradually, bit by bit,

in the course of

several years, by whoever threw it in. Is this sum not sufficient to con

vert the surplus-value? The answer to this is that the sum of £500 (which
also includes hoard formation for the necessary reserve fund) may well

£500 in motion, since it serves alternately as the money fund for differ

already imply the investment of this sum as fixed capital, if not by the

that the money exists, whereas it is precisely its existence that is to be

ready presupposed, in connection with the sum that is spent on the

ent productive capitals. This mode of explanation already presupposes
explained.
It might further be said that capitalist A produces articles that
capitalist B consumes individually and unproductively. B's money thus
turns A's commodity capital into money, and so the same sum of
money serves to turn into money both B's surplus-value and A's
circulating constant capital. But here the solution to the question that
is to be answered is presupposed even more directly. Namely, where
does B get this money to meet his revenue? How did he himself manage
to convert into money this part of his product's surplus-value ?
It might be said, again, that the part of the circulating variable
capital that A advances at any one time to his workers constantly flows
back to him from the circulation sphere"; only a changing part of it is
kept back by him for the payment of wages. Between the outlay and the

person who cast it in, then at least by someone else. Besides, it is al
acquisition of products serving as fixed capital, that the surplus-value
in these commodities is also paid for, and the question precisely arises :
where does this money come from?
The general answer has already been given : if a mass of commodities
of

x

times

£1 ,000 is to circulate, it in no way affects the quantity of

money needed for this circulation whether the value of this commodity
mass contains surplus-value or not, or whether the mass of commodities
is produced under capitalist condiiions or not.

does not exist.

Thus the problem itself

With conditions otherwise given, such as the velocity of

circulation of the money, etc., a definite sum of money is required to

circulate the commodity value of

x times £1,000, quite irrespective of
how much or how little of this value accrues to the direct producers "of
these commodities. In as much as a problem does exist here, it coincides

money paid out in wages can serve among other things to convert his

with the general problem : where does the sum of money needed in a
country for the circulation of commodities come from?

However, we know, firstly, that the greater this interval, the greater

tion, the semblance of a special problem. For here it is the capitalist, the

reflux there is however a certain interval, in the course of which the
surplus-value into money.

However there does exist, from the standpoint of capitalist produc
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man who casts the money into circulation, who appears as the point of
departure. The money that the worker spends in payment for his means
of subsistence existed previously as the money form of the variable
capital, and was therefore originally cast into circulation by the capital
ist as means of purchase ·or payment for labour-power. Moreover, the
money that the capitalist casts into circulation originally constituted
the money form of his constant fixed and fluid capital; he spends it as
means of purchase or payment for means of labour and production
materials. Beyond this, however, the capitalist no longer appears as the
. point of departure for the quantity of money that exists in circulation.
All that exist now are two starting-points, the capitalist and the worker.
All third parties either must receive money from these two classes for
the performance of services, or, in so far as they receive money without
providing services in return, they are co-proprietors of surplus-value in
the forms of rent, interest, etc. If the surplus-value does not all remain
in the pockets of the industrial capitalist, but has to be shared by him
with other persons, this has nothing to do with the question at issue.
What was asked is how he converts his surplus-value into money, not
how the money obtained for it is then divided up. For the present case,
therefore, we can still consider the capitalist as the sole owner of
surplus-value. As far as the workers are concerned, it has already been
said that they are only a secondary point of departure, whereas the
capitalist is the primary point of departure for the money ('-ast into
circulation by the workers. The money that is first advanced as variable
capital is already performing its second circulation when the worker
spends it in payment for means of subsistence.
Thus the capitalist class remains the sole starting-point of the money
circulation. If it needs £400 for payment for means of production, and
£100 for payment of labour-power, then it casts £500 into circulation.
But the surplus-value contained in the product, given a rate of surplus
value of 100 per cent, makes up a value of £100. How can the capitalist
class continue to extract £600 from circulation, if it only ever puts £500 .
in? Out of nothing, nothing comes. The entire capitalist class cannot
extract anything from the circulation sphere that was not put into it
already.
We disregard here the fact that the sum of £400 in money may be
sufficient, given a ten-fold turnover, to circulate means of production
to a value of £4,000 and labour to a value of £1 ,000, while the remaining
£100 may suffice for the circulation of £1,000 surplus-value. This ratio
between the sum of money and the commodity value circulated by it
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contributes nothing to the matter in hand. The problem remains the
same. If the same piece of money did not undergo several circulations,

then £5,000 would have to be cast into circulation as capital, and £1,000

would be needed to convert the surplus-value into money. The question
is where this money comes from, whether it is £1 ,000 or £100. In either

case, it is additional money capital cast into circulation.

In point of fact, paradoxical as it may seem at the first glance, the

capitalist class itself casts into circulation the money that serves to

wards the realization of the surplus-value contained in its commodities.

But note well : it does not cast this in as money advanced, and therefore
not as capital. It spends it as means of purchase for its individual

consumption. Thus the money is not advanced by the capitalist class,
even though this class is the starting-point of its circulation.

Let us take a particular capitalist who sets up a business, a farmer for

example. During the first year he advances a money capital of £5,000,

let us say, in payment for means of production (£4,000) and for labour
power (£1,000). If the rate of surplus-value is 100 per cent, then the

surplus-value he appropriates is £1,000. The above £5,000 includes all

the money that he advances as money capital. But the man must also

live, and he does not take in any money until the end of the year. Say
that his consumption comes to £1 ,000. He must then have this in ):land.
He admittedly tells us that he has to advance this £1,000 for the first
year. But this is an advance only in the subjective sense, and means
nothing more than that he has to cover his individual consumption for
the first year out of his own pocket, instead of using the product pro

duced for nothing by his workers. He does not advance this money as

capital. He spends it, i.e. pays it out for an equivalent in means of
subsistence which he then consumes. This value is spent by him in

money, cast into circulation, and withdrawn from it in commodity

values. These commodity values are consumed by him. Thus he has
ceased to stand in any relationship to their value. The money with

which he pays for it exists as a component of the circulating money
stock. But he has withdrawn the value of this money from circulation in

products, and the value of these products is destroyed together with the
products in which it existed. It has all gone. At the end of the year, then,
he throws into circulation a commodity value of £6,000 and sells this.
There returns to him as a result (1) the money capital of £5,000 that he
advanced ; (2) his converted surplus-value of £1,000. He advanced
£5,000 as capital, cast this into circulation, and he withdraws from
circulation £6,000 ; £5,000 as capital and £1 ,000 for surplus-value. The
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final £1 ,000 is converted into money with the money that he threw into
circulation not as capitalist, but as consumer, i.e. did not advance, but
actually spent. It now returns to him as the money form of the surplus
value produced by him. And from now on this operation is repeated

annually. From the second year, however, the £1,000 that he spends is

always the changed form, the money form, of the surplus-value he
produced. He spends this annually, and it returns to him at the same
interval.

If his capital were to turn over several times in the course of the year,

this would not change things in any way, even though it would affect
the length of time for which he had to cast into circulation, over and
above the money capital he advanced, this sum for his individual con
sumption, and hence also the magnitude of the sum involved.

This money is not cast into circulation by the capitalist as capital.
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money capital they advanced, another section of capitalists casts into
circulation a greater money value (greater by the surplus-value) than

the commodity value that they constantly withdraw from circulation for
the production of gold. If one group of capitalists constantly pump

more money out of the circulation sphere than they put into it, the gold

producing group constantly pump more money in than they withdraw
from it in means of production.
Now even though a part of the £500 gold product is surplus-value for
the gold producers, the entire sum is still simply determined by the
replacement of the money needed for the circulation of commodities ;
how much of this converts the surplus-value of the commodities into
money, and how much the other component parts of their value, is
immaterial here.
If gold production is transferred from the country in question to

However, it certainly pertains to the character of the capitalist that he

other countries, this does not alter the situation in any way. A part of

until the reflux of his surplus-value.

transformed into a product, e.g. linen, to the value of £500, and this is

should be capable of living off the means of subsistence in his possession
It was assumed in this case that the sum of money that the capitalist
casts into circulation to cover his individual consumption until the first
reflux of his capital is exactly equal to the surplus-value that h� pro

duces and hence has to convert into money. This is obviously an arbi

trary assumption in relation to the individual capitalist. But it must be
correct for the capitalist class as a whole, on the assumption of simple
reproduction. It simply expresses the same thing as this assumption

the social labour-power and social means of production in country A is
exported to country B in order to buy gold there. The productive capital
thus applied in country A no more throws commodities onto the market
in country A, as opposed to money, than if it had been directly applied
in gold production. This product of A is represented by £500 in gold,

and comes into circulation in country A only as money. The part of the
social surplus-value that this product contains exists directly in money
and, as far as country A goes, never in any other form. Although, for

implies, namely that the entire surplus-value is unproductively con

the gold-producing capitalists, only one part of their product is sur

stock).

question as to how much of this gold, besides the circulating constant

sumed (but no more than this, i.e. no fraction of the original capital
It was assumed above that the entire production of precious metals
(taken as £500) was just sufficient to replace the wear and tear of the
money.
The gold-producing capitalists possess their entire product in gold,
including the part of it which replaces constant capital, the part which
replaces variable capital, and the part which consists of surplus-value.
One part of the society's surplus-value thus consists of gold, and not of
products that are turned into money only in the course of circulation.

It consists of gold from the start, and is cast into the circulation sphere
in order to withdraw products from this. The same applies here to
wages, the variable capital, and to the replacement of the constant
capital advanced. Thus if one section of the capitalist class casts into

circulation a commodity value greater (by the surplus-value) than the

plus-value, while another represents the replacement of capital, the
capital, replaces variable capital, and how much represents surplus
value, depends exclusively on the respective ratios of wages and surplus
value to the value of the commodities in circulation. The part that forms
surplus-value is divided between the various members of the capitalist
class. Even though it is continuously paid out for their individual con
sumption, and taken in again by the sale of new products - and it is
precisely this buying and selling that circulates among them the money
needed for the conversion of surplus-value - a part of the social
surplus-value still exists in the form of money in the pockets of the
capitalists, even if in changing portions, just as a part of the workers'
wages remains in their pockets in the form of money for at least part of
the week. And this part is not restricted by the part of the gold product .
that originally forms the surplus-value of the gold-producing capital-
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ists, but rather, as we have already said, by the proportion in which the
above product of

£500 is divided between capitalists and workers in

general, and in which the commodity value consists of surplus-value
and the other components of value.

Still, the part of the surplus-value that does not exist in other com

Secondly, however, as far as concerns the quantity of money that
exists independently of this annual replacement of

£500, partly in the

form of a hoard, partly in the form of a quantity of money in circula

tion the same must apply to it, i.e. the same must originally have ap

d

plie , as still applies to this annual

£500. We shall return to this P�int

modities, but rather alongside these other commodities in money, only

at the conclusion of this section. In the meantime, some other pomts

consists of a part of the gold annually produced in so far as a part of

must be noted.

the annual gold production circulates in order to realize surplus-value.
The other part of the money which exists in ever changing portions in
the hands of the capitalist class as the money form of their surplus
value is not an element of the gold annually produced, but rather of the
quantity of money previously accumulated in the country.
On our supposition, the annual gold production of £500 is just suffi

cient to replace the money annually worn down. Thus if we simply bear
in mind this £500, and abstract from the part of the mass of commodities

annually produced which circulate by means of the money previously
accumulated, then the surplus-value produced in the form of com
modities already finds in circulation money for its conversion, because,
at another point, surplus-value is annually being produced in the form
of gold. The same applies to the other parts of the gold product of £500

that replace the money capital advanced.
There are two points to be noted here.

It follows, firstly, that the surplus-value spent by the capitalists in
money, as well as the variable and other productive capital which they

advance in money, is in fact the product of the workers, in particular of
those workers occupied in gold production. These produce afresh both

the part of the gold product that is ' advanced ' to them as wages, and
the part of the gold product in which the surplus-value of th� capitaJ.ist

gold producers is directly represented. Finally, as far as concerns the
part of the gold product that simply replaces the constant capital value
advanced for its production, this reappears in the gold form (or in any
kind of product) only as a result of the annual labour of the workers.

At the start of the business it was originally given out by the .capitalist
in money which was not newly produced but formed a part of the social
quantity of money in circulation. However, in so far as it is replaced by
a new product, additional gold, it is the annual product of the workers.
The advance on the part of the capitalist appears here, too, only as a

form deriving from the fact that the worker is neither the proprietor of
his own means of production, nor does he have at his disposal during the
course ofproduction the means ofsubsistenceproduced by other workers.

*

In considering the turnover, we have already seen that, with circum
stances otherwise remaining the same, changes in the length of the
turnover periods make different amounts of capital necessary in order
to continue production on the same scale. The monetary circulation
must thus be elastic enough to adapt to this alternate expansion and
contraction.

If we further assume that other circumstances remain the same - and

therefore that there is no change in the size, intensity or productivity
of the working day - but that there is an

product

altered division 0/ the value

between wages and surplus-value, so that either the former

rises and the latter falls, or vice versa, - then the quantity of money in
circulation is not affected. This change can come about without any
kind of expansion or contraction in the quantity of money in circula
tion. If we consider for instance the case of a general rise in wages, and 

on the conditions here assumed - a consequent general fall in the rate

of surplus-value, there would not be, again on the assumptions made

here, any change in the value of the mass of commodities in circulation.

In this case, moreover, the money capital that has to be advanced as
variable capital would grow, and so would the quantity of money that
serves for this function. But this being the case, surplus-value would
decline by the same amount as the increase in the quantity of money
required for the function of variable capital, and thus so would the

quantity of money needed for its realization. The quantity of money

needed to realize the commodity value is therefore no more affected
than is this commodity value itself. The co t price of the commodities

s

rises for the individual capitalist, but their social price of production
remains unaltered. What is changed is the ratio in which, leaving aside

the constant portion of the value, the production price of the com
modities is divided between wages and profit.

It will be said, however, that a greater outlay of variable money

capital means a correspondingly greater quantity of monetary means in
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the hands of the workers. {The value of the money is of course assumed
to be constant here.) This gives rise to a greater demand for commodi
ties on the part of the workers. A further consequence is a rise in the
price of commodities. Alternatively, it is said that, if wages rise, the
capitalists will increase the prices of their commodities. In both cases,
the general rise in wages leads to a rise in the prices of commodities.
Thus a greater quantity of money must be needed to circulate the
commodities, whether the price rise is explained in one way or the other.
The reply to the first of these conceptions is that as a result of rising
wages the demand of the workers for necessary means of subsistence
will grow. Their demand for luxury articles will increase to a smaller
degree, or else a demand will arise for articles that previously did not
enter the area of their consumption. The sudden and large-scale rise.in
demand for necessary means of subsistence will certainly cause a
temporary rise in their prices. The result of this is that a greater part of
the social capital will be applied to the production of necessary means
of subsistence, and a smaller part to the production of luxury goods,
since the latter will have fallen in price on account of the decline in
surplus-value and the resulting diminished demand for them from the
capitalists. To the extent that the workers themselves buy luxury goods,
however, the rise in their wages does not lead to a rise in the prices of
necessary means of subsistence, but simply displaces the buyers of
luxury goods. More luxury goods than before are consumed by the
workers, and relatively fewer are consumed by the capitalists. That is
all. Mter a few oscillations, the mass of commodities in circulation is
the same in value as before. As for these temporary oscillations, more
over, they can have no other result than to cast into domestic circula
tion, as unoccupied money capital, capital which formerly sought em
ployment in speculative undertakings on the stock exchange or abroad.
The reply to the second conception is this. If it were within the
capacity of the capitalist producers to increase the prices of their com
modities at will, then they could and would do so even without any rise
in wages. Nor would wages rise with a fall in commodity prices. The
capitalist class would never oppose trade unions, since they would
always and in all circumstances be able to do what they now do ex
ceptionally under certain particular and so to speak local conditions i.e. use any increase in wages to raise commodity prices to a far higher
degree, and thus tuck away a greater profit.
The contention that the capitalists can raise the prices of luxury
articles because the demand for these declines (as a result of the re-
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duced demand of the capitalists, whose means of purchasing them have
diminished) would be an extremely original application of the law of
supply and demand. In as much as there is not just a shift in the buyers,
workers replacing capitalists - and to the extent that this displacement
occurs, the workers' demand does not operate to raise the price of the
necessary means of subsistence, since the part of their additional wages
that the workers spend on articles of luxury cannot be spent by them
on necessary means of subsistence - the prices of luxury goods fall as a
consequence of the reduced demand. As a result, capital is withdrawn
from their production, until their supply is reduced to the extent that
corresponds with their changed role in the social production process.
With this reduction in production, they rise again to their normal
prices, given that their values are unchanged. While this contraction or
balancing process is taking place, the same amount of additional capital
will be supplied for the production of means of subsistence, whose
prices are rising, as is withdrawn from the other branch of production,
until demand is satisfied. There is then once again an equilibrium, and
the conclusion of the whole process is that the social capital, and hence
also the money capital, is divided between the production of necessary
means of subsistence and that of luxury goods in changed proportions.
The entire objection is a red herring brought in by the capitalists and
their economic sycophants.
The facts that provide the pretext for this diversion are of three kinds.
(1) It is a general law of monetary circulation that, if the sum of the
prices of goods in circulation rises - whether this increase is for the
same volume of commodities or for an increased volume - with other
circumstances remaining the same, the quantity of money in circulation
grows. The effect is then taken for the cause. However, wages rise (even
if seldom, and proportionately only in exceptional cases) with the in
creased price of the necessary means of subsistence. Their rise is the
result of the rise in commodity prices, and not the cause of this.
(2) Given a partial or local rise in wages - i.e. a rise in just a few
branches of production - it is possible that a local rise in prices for the
products of this branch may resJIlt. But even this depends on many
circumstances. For example, that wages were not abnormally depressed
here, and hence the tate of profit abnormally high, that the market for
these commodities was not constricted by a rise in price (and thus that
a rise in their prices does not depend on a preceding contraction in their
supply), etc.
(3) With a general rise in wages, the price of the goods produced in
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The

branches of industry in which variable capital is predominant rises,
whereas prices fall in those branches in which constant or fixed capital
predominates.
*

In the case of simple commodity circulation (Volume 1 , Chapter 3, 2)
we showed that even if the money form is only transient in the circula
tion of a particular quantity of commodities, yet the money transiently
in the hands of one person in the commodity metamorphosis still
necessarily finds its way into the hands of someone else, and so not only
are commodities exchanged on all sides, replacing each other, but this
replacement is also mediated and accompanied by a precipitation of
money on all sides. ' When one commodity replaces another, the money
commodity always sticks to the hands of some third person. Circula
tion sweats money from every pore ' (Volume 1 , p. 208). The very same
fact is expressed on the basis of capitalist commodity production by the
constant retention of a part of capital in the form of money capital, and
the constant presence of a part of the surplus-value similarly in the
Ploney form in the hands of its proprietor.
Apart from this, the circuit ofmoney - i.e. the return of the money to
its starting-point - in as much as this forms a moment of the turnover
of capital, is a phenomenon completely different from and even op
posed to the circulation of money,l which expresses its constant re
moval from its starting-point through a series of hands (Volume 1 , p.
210). However, an accelerated turnover involves by its very nature an
accelerated circulation.
To take the case of variable capital first. If for example a money
1. If the Physiocrats still lumped the two phenomena together, they were at least
the first to have stressed the return ofmoney to its point of departure as an essential
form of the circulation of capital, as a form of the circulation that mediates repro
duction. • If you take a look at the Tableau economique, you will see that the pro

ductive class gives out the money with which the other classes come to buy its

products, and that these return this money to it the following year in coming back

to make the same purchases again

. • •

The sole cycle that you see here is therefore

that of expenditure followed by reproduction, and reproduction followed by
expenditure ; a cycle which is described by the circulation of the money that
measures expenditure and reproduction' (Quesnay, Dialogues sur Ie commerce et
sur les travaux des artisans, in Physiocrates, ed. Daire, I, pp; 208-9).
' It is this continuous advance and return of capitals that must be called the cir
culation of money, this useful and fertile circulation which animates all the works
of society, sustaining the movement and life of the body politic in a way that may
well be compared with the circulation of blood in the animal body' (Turgot,
Rejlexions, etc. , (Euvres, ed. Daire, I, p. 45).
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capital of £500 turns over ten times a year in the form of variable
capital, it ii clear that this aliquot part of the quantity of money in
circulation circulates ten times its sum of values. It circulates ten times
in the year between capitalist and worker. The worker is paid - and
himself pays - ten times in the year with the same aliquot part of the
quantity of money in circulation. If this variable capital were to turn
over once in the year, with the same scale of production, then there
would only be one circulation of £5,000.
Furthermore, the constant part of the circulating capital is £1,000.
If the capital turns over ten times, then the capitalist sells his com
modity ten times in the year, and thus also the constant circulating part
of its value with it. The same aliquot part of the money quantity in
circulation (£1,000) passes ten times in the year from the hands of its
owner to those of the capitalist. There are ten changes of place from
one hand to another. Secondly, the capitalist buys means of production
ten times in the year ; these are again ten circulations of money from
one hand to another. With money to the total of £1 ,000, commodities
for £10,000 are sold by the industrial capitalist, and other commodities
of £10,000 are bought. By a twenty-fold circulation of the £1,000 of
money, a commodity stock of £20,000 is circulated.
Finally, accelerated turnover also leads to a quicker circulation of the
portion ofmoney that realizes surplus-value.
Conversely, however, a more rapid monetary circulation does not
necessarily involve a more rapid turnover of capital, and hence also of
money, i.e. there is not necessarily a shortening and more rapid renewal
of the reproduction process.
More rapid monetary circulation takes place whenever a greater
volume of transactions is completed with the same quantity of money.
This can also be the case without a change in the reproduction period
of the capital, as a result of changed technical arrangements for mone
tary circulation. Further, the volume of transactions in which money
circulates can increase without this expressing a real replacement of
commodities (speculation in futures on the stock exchange etc.). On the
other hand, certain monetary circulations can completely disappear.
Where the agriculturist is his own landlord, for example, there is no
monetary circulation between farmer and landlord; where the in
dustrial capitalist is himself the owner of his capital, there is no circula
tion between him and a creditor.
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As for the question of the original formation of a money hoard in a
country, as well as the appropriation of it by a few people, it is not
necessary to go into this in detail here.
The capitalist mode of production - since its basis is wage-labour, and
therefore also the payment of the worker in money and the general
transformation of services in kind into money payments - can develop
on a large scale and penetrate deeply only when there is a quantity of
money in the country in question sufficient for circulation and for the
hoard formation (reserve fund, etc.) conditioned by this circulation.
This is a historical precondition, even if the situation should not be
conceived in such a way that a sufficient hoard has first to be formed
before capitalist production can begin. The latter rather develops
simultaneously with the development of its preconditions, and one of
these preconditions is a sufficient supply of precious metals. Hence the
increased supply of precious metals from the sixteenth century onwards
was a decisive moment in the historical development of capitalist pro
duction. In so far as we are dealing with the further supply of money
material needed on the basis of the capitalist mode of production, we
can say that on the one hand surplus-value is cast into circulation in the
product without the money for its conversion, while on the other hand
surplus-value in gold is cast into circulation without its previous trans
formation from product into money.
The additional commodities that have to be transformed into money
find the sun.1s of money needed available because on the other hand
additional gold (and silver) is cast into circulation by production itself,
not by exchange, and has to be transformed into commodities.

2. A C C UM U L A T I O N A ND E X P A N D E D R EP R O D U C T I O N

The case i n which accumulation takes place i n the form o f reproduc
tion on an expanded scale clearly does not offer any new problems with
respect to money circulation.
As far as the additional money capital is concerned, that required for
the function of the increased productive capital, this is supplied by the
portion of realized surplus-value that is cast into circulation by the
capitalists as money capital, instead of as the money form of revenue.
The money is already in the hands of the capItalists. It is simply its
application that differs.
Now, however, as a result of the addition to the productive capital,
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an additional mass of commodities is cast into circulation as its pro
duct. Together with the extra mass of commodities, a part of the extra
money needed for their realization is also cast in, to the extent that the
value of this mass of commodities contains the value of the productive
capital consumed in their production. This additional quantity of
money is advanced precisely as additional money capital, and hence
returns to the capitalist with the turnover of his capital. Here the same
question comes up again as before. Where does the extra money come
from to realize the extra surplus-value that now exists in the commodity
form?
The general reply is again the same. The total price of the mass of
commodities in circulation has increased, not because the price of a
given mass of commodities has risen, but rather because the mass of
commodities now in circulation is greater than that of the commodities
circulating earlier, without this having been balanced by any fall in
prices. The additional money required for the circulation of this in
creased commodity mass of a greater value must be created either by a
more economic use of the quantity of money in circulation - whether by
directly balancing payments, etc., or by means that accelerate the circu
lation of the same pieces of money - or alternatively by the transforma
tion of money from the hoard form into the circulating form. This does
not just imply that idle money capital begins to function as means of
purchase or payment, or that money capital already functioning as a
reserve fund, while continuing to perform the function of a reserve
fund for its owners, circulates actively for the society (as with deposits
in banks, which are constantly lent out), and thus performs a double
function. It also means that stagnant reserves of coin are used more
economically.
' So that money as coin may flow continuously, coin must continu
ously congeal into money. The continual movement of coin implies its
perpetual stagnation in larger or smaller amounts in reserve funds of
coin which arise everywhere within the framework of circulation and
which are at the same time a condition of circulation. The formation,
distribution, dissolution and re-formation of these funds constantly
changes ; existing funds disappear continuously and their disappearance
is a continuous fact. This unceasing transformation of coin into money
and of money into coin was expressed by Adam Smith when he said
that, in addition to the particular commodity that he sells, every com
modity-owner must always keep in stock a certain amount of the general
.commodity with which he buys. We have seen that M-C, the second
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member of the circuit C-M-C, splits up into a series of purchases,
which are not effected all at once but successively over a period of time,
so that one part of M circulates as coin, while the other part remains at
rest as money. In this case; money is in fact only suspended coin and the
various component parts of the coinage in circulation appear, con
stantly changing, now in one form, now in another. The first trans
formation of the medium of circulation into money constitutes there
fore merely a technical aspect of the circulation of money ' (Karl Marx,
Zur Kritik der politischen Okonomie, 1 859, pp. 105-6. [A Contribu
tion to the Critique of Political Economy, London, 1971, p. 126.] ' Coin',
as opposed to money, is used here to denote money in its function as
mere means of circulation, as opposed to its other functions.)
To the extent that all these means together are not enough, there must
be additional production of gold, or, what comes to the same thing, a
part of the additional product must be exchanged either directly or
indirectly for gold - the product of those countries that produce precious
metals.
The sum of labour-power and social means of production that is
spent in the annual production of gold and silver as instruments of
circulation forms a heavy item of faux frais* for the capitalist mode of
production, or more generally for a mode of production based on com
modity circulation. It withdraws from social use a corresponding sum
of possible additional means of production and consumption, i.e. of
real wealth. To the extent that the costs of this expensive machinery of
circulation are reduced, with the scale of production remaining the
same, i.e. at a given level of its extension, the productive forces of social
labour are correspondingly heightened. Thus in as much as the auxiliary
means that develop with credit have this effect, they directly increase
capitalist wealth, whether this is because a greater part of the social
production and labour process is thereby accomplished without the
intervention of real money, or because the capacity of the actually
functioning quantity of money to fulfil its function is thereby increased.
This also disposes of the pointless question of whether capitalist
production on its present scale would be possible without credit (even
considered from this standpoint alone), i.e. with a merely metallic
circulation. It would clearly not be possible. It would come up against
the limited scale of precious-metal production. On the other hand, we
should not get any mystical ideas about the .productive power of the
* Overhead costs.
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credit system, just because this makes money capital available or fluid.
But the further development of this point does not belong here.
*

We must now consider the case where there is not actual accumulation,
i.e. direct expansion of the scale of production, but where a part of the
surplus-value realized is stored up over a longer or shorter time as a
monetary reserve fund, so as later to be transformed into productive
capital.
In so far as the money thus accumulated is extra money, the situation
is very clear. This money can only be a part of the additional gold sup
plied by the gold-producing countries. It should be noted in this con
nection that the domestic products in return for which this gold is im
ported no longer exist in the country in question. They have been dis
pensed abroad in exchange for gold.
If we assume on the other hand that there is the same quantity of
money in the country as before, then the money that has been stored
away or is being stored away has flowed in from circulation ; it is simply
its function that has changed. It has been transformed from circulating
money into a gradually formed latent money capital.
The money that is stored up here is the money form of commodities
that have been sold, and moreover, of that portion of their value that
represents surplus-value for their owner. (The credit system is assumed
here to be non-existent.) The capitalist who stores up money has to that
extent sold without buying.
If we look upon this process simply as a partial phenomenon, there
is nothing in it that needs explaining. One group of capitalists keep back
part of the money they obtain from the sale of their products, instead of
using it to withdraw products from the market. Another group, on the
other hand, transform their money into products, with the exception of
the constantly recurring mqney capital needed to carry on production.
A part of the product thrown onto the market as a bearer of surplus
value consists of means of production, or of the real elements of vari
able capital, the necessary means of subsistence. It can therefore im
mediately serve to expand production. For it is in no way assumed that
one group of capitalists accumulate money capital, while the other
group completely consume their surplus-value, but simply that one
group carry out their accumulation in the money form, and build up
latent money capital, while the others really do accumulate, i.e. expand
the scale of production, actually expand their productive capital. The
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quantity of money present remains sufficient for the needs of circula
tion, even if it is alternately one group of capitalists who store up
money, while the other group expand their scale of production, and
vice versa. The storing up of money on the one side can proceed even
without cash, simply through the piling up of credit notes.
But difficulties start to arise when we assume not partial accumula
tion of money capital but general accumulation within the capitalist
class. Outside this class, on our assumption - that of the universal and
exclusive domination of capitalist production - there is no other class
except the working class. The total purchases of the working class are
equal to the sum of their wages, i.e. the sum of the variable capital ad
vanced by the entire capitalist class as a whole. This money flows back
to the latter through the sale of their product to the working class.
Their variable capital thereby receives its money form. If the sum of
variable capital is x times £100, this is not the total variable capital ad
vanced in the year, but only that applied; whether this variable capital
value is advanced with more money or less during the year, according
to the speed of turnover, does not affect the question at present under
discussion. With this capital of x times £100, the capitalist class buys a
certain quantity of labour·power, or pays wages to a certain number of
workers - first transaction. The workers use this sum to buy a certain
value of commodities from the capitalists, and in this way the sum of x
times £100 returns to the hands of the capitalists - second transaction.
This process is constantly 'repeated. The sum of x times £100 can there
fore never enable the workingdass to buy the part of the product which
contains the constant capital, 1et alone the surplus-value which belongs
to the capitalists. The workers can buy with x times £100 only a portion
of the value of the social product equal to the portion of value which
represents the value of the variable capital advanced.
Apart from the case in which this all-round monetary accumulation
simply expresses the division, in whatever proportions, between the
various individual capitalists of the additional precious metal which has
'
been brought in .:.. how else is the entire capitalist class to accumulate
money?
They '.vould all have to have sold a part of their product without
buying again. It is nothing mysterious that they all possess a certain
money fund which they cast into the circulation sphere as means of
circulation for their consumption, and of which each receives a certain
part back again from the circulation sphere. But this monetary fund is
then precisely a circulation fund, acquired by the conversion into
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money of surplus-value, and does not consist at all of latent money
capital.
If we consider the way things happen in real life, we can say that the
latent money capital that is stored up for later use consists of:
(1) Bank deposits ; and the money that the banks really dispose of is
a relatively small sum. Here it is only nominally stored up as money
capital. What is really stored up are monetary claims which are only
convertible (to the extent that they ever are converted) because there is
a balance between the money drawn out and the money put in. The
money that exists in the hands of the bank is relatively only a small sum.
(2) Government papers. These are not capital at all, but simply out
standing claims on the nation's annual product.
(3) Shares. Leaving aside the fraudulent ones, these are titles of
ownership to a real capital belonging to a corporate body, and drafts
on the surplus-value that flows in from this each year.
In all these cases, there is no storage of money, and what appears on
the one hand as storage of money capital appears on the other hand as
the continuous real expenditure of money. Whether the money is spent
by the person it belongs to, or by other people, by people in debt to
him, does not affect the situation.
On the basis of capitalist production, the formation of a hoard as
such is never a purpose, but rather a result, a result either of a stag
nation in circulation - in that greater quantities of money than usual
assume the hoard form - or of the storage required by the turnover.
The hoard can also, finally, be simply a formation of money capital, in
the latent form for the time being, but destined to function as pro
ductive capital.
If on the one hand, therefore, a part of the surplus-value realized in
money is withdrawn from circulation and stored up as a hoard, at the
same time a further part of the surplus-value is always transformed into
productive capital. With the exception of the division of additional
precious metal among the capitalist class, storage in the money form
never occurs simultaneously at all points.
The same applies to that part of the annual product which represents
surplus-value in the commodity form, as applies to the rest of the
annual product. A certain sum of money is required for its circulation.
This sum of money belongs just as much to the capitalist class as does
the annually produced mass of commodities that represents surplus
value. It was originally cast into circulation by the capitalist class itself.
It is continuously divided among them afresh by circulation. Just as
I
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with the circulation of coin in general, a part of this monetary surplus
value is held up, at ever changing points, while a further part is always
circulating. Whether some of this storage is deliberate, in order to form
money capital, does not affect the situation in any way.
Here we have disregarded the vicissitudes of circulation,in which one
capitalist seizes for himself a piece of another's surplus-value, and even
of his capital, and there is therefore a one-sided accumulation and
centralization of both money capital and productive capital. A part of
the extorted surplus-value that A stores up as money capital may thus
be a fragment of B's surplus-value that has failed to return to him.

Part Three

The Reproduction and
Circulation of the Total
Social Capital

Chapter 18 : Introduction1.

1 . T H E O B J E C T O F T H E I N QUIRY
The immediate production process of capital is its process of labour and
valorization, the result of this process being the commodity product,
and its determining motive the production of surplus-value.
The process of capital's reproduction includes, on top of this im
mediate production process, the specific process of circulation with its
two phases ; it is the overall circuit forming the turnover of capital,
a periodic process that is constantly repeated afresh at definite
intervals.
Whether we consider the circuit in the form M . . . M/ or that of

P . . . P,

the immediate production process,

P,

never forms more than

one term in this circuit. In one form it appears as the mediator of the
circulation process, while in the other form it is the circulation process
that appears as mediating production. The constant repetition of the
circuit, the perpetual re-emergence of the capital as productive capital,
is conditioned in both cases by its transformations in the circulation
process� On the other hand, the constant repetition of the process of
production is the condition for the transformations that the capital
undergoes over and again in the circulation sphere, for its alternately
presenting itself as money capital and as commodity capital.
But each individual capital forms only a fraction of the total social
capital, a fraction that has acquired independence and been endowed
with individual life, so to speak, just as each individual capitalist is no
more than an element of the capitalist class. The movement of the
social capital is made up of the totality of movements of these autono
mous fractions, the turnovers of the individual capitals. Just as the
metamorphosis of the individual commodity is but one term in the
series of metamorphoses of the commodity world as a whole, of com1. From Manuscript I I. ·

428

The Reproduction and Circulation of the Total Social Capital

modity circulation, so the metamorphosis of the individual capital, its
turnover, is a single term in the circuit of the social capital.
This overall process involves both productive consumption (the im
mediate .production process) together with the changes of form that
mediate it (which considered in their material aspect are exchanges), and
individual consumption, with the changes of form or exchanges which
mediate this. It involves on the one hand the conversion of variable
capital into labour-power and the consequent incorporation of labour
power into the capitalist production process. In this aspect, the worker
enters the scene as the seller of his commodity, labour-power, and the
capitalist as its buyer. On the other hand, however, the sale of com
modities involves their purchase by the working class, i.e. the workers'
individual consumption. Here, the working class appears as a buyer of
commodities, and the capitalists as sellers of commodities to the
workers.
The circulation of the commodity capital involves the circulation of .
surplus-value, and therefore the purchases and sales by way of which
the capitalists mediate their individual consumption, the consumption
of surplus-value.
The circuits of the individual capitals, therefore, when considered as
combined into the social capital, i.e. considered in their totality, do not
encompass just the circulation of capital, but also commodity circula
tion in general. In its fundamentals, the latter can consist of only two
components : (1) the specific circuit of capital, and (2) the circuit of
those commodities that go into individual consumption, i.e. the com
modities on which the workers spend their wages and the capitalists
their surplus-value (or part of it). The circuit of capital, in fact, itself
comprises the circulation of surplus-value, in as much as this forms part
of the commodity capital, and it similarly includes the transformation
of variable capital into labour-power, the payment of wages. But the
expenditure of this surplus-value and wages on commodities does not
form any part of the circulation of capital, even thqugh the spending of
wages, at least, depends on this circulation.
In Volume 1, the capitalist production process was analysed both as
an isolated event and as a process of reproduction : the production of
surplus-value, and the production of capital itself. The formal and
material changes undergone by capital in the circulation sphere were
assumed, and no attempt was made to consider their details. It was
therefore assumed both that the capitalist sells the product at its value
and that he finds in the circulation sphere the material means of pro-
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duction that he needs to begin the process anew or to continue it with
out a break. The only act within the circulation sphere which we had to
dwell on in that volume was the purchase and sale of labour-power as
the basic condition of capitalist production.
In Part One of the present Volume 2, we considered the various forms
that capital assumes in its circuit, and the various forms of this circuit
itself. In addition to the working time considered in Volume 1 , we now
dealt with the circulation time.
In Part Two, we considered the circuit as a periodic one, i.e. as a
turnover. It was shown, on the one hand, how the various components
of capital (fixed and circulating) complete the circuit of their forms at
different intervals and in different ways ; the circumstances which gave
rise to differing lengths of working period and circulation period were
also investigated. We indicated the influence of the circuit's periodicity
and of the varying ratio of its component parts on the scale of the
production process itself, and on the annual rate of surplus-value. In
point of fact, if what was principally considered in Part One were the
successive forms that capital constantly assumes and discards in the
course of its circuit, what was considered in Part Two was principally
how, within this flux and succession of forms, a capital of given size is
simultaneously divided, even if to a changing extent, into the various
forms of productive capital, money capital and commodity capital, so
that not only do these alternate with each other, but also different parts
of the total capital value exist and function in these different states
alongside each other at any one time. Money capital, in particular,
presented specific features that were not indicated in Volume 1. Cer
tain laws were discovered, according to which major components of a
given capital, varying according to the conditions of the turnover, must
constantly be advanced and renewed in the form of money capital, in
order to keep a productive capital of a given size in constant function
ing.
What we were dealing with in both Parts One and Two, however,
was always no more than an individual capital, the movement of an
autonomous part of the social capital.
. However, the circuits of individual capitals are interlinked, they pre
suppose one another and condition one another, and it is precisely by
being interlinked in this way that they constitute the movement of the
total social capital. Just as, in the case of simple commodity circulation,
the overall metamorphosis of a single commodity appeared as but. one
term in the series of metamorphoses of the commodity world as a
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whole, now the metamorphosis of the individual capital appears as one
term in the series of metamorphoses of the social capital. But if simple
commodity circulation in no way necessarily involved the circulation of
capital - since it can proceed quite well on the basis of non-capitalist
production - the circuit of the total social capital, as already noted,
also involves a commodity circulation that does not fall within the
circuit of any individual capital, i.e. the circulation of those commodi
ties that do not form capital.
What we now have to consider is the circulation process of the indi
vidual capitals as components of the total social capital, i.e. the circulation
process of this total social capital. Taken in its entirety, this circulation
process is a form of the reproduction process.

2. T H E R O L E OF M O N E Y C A P I T A L

(The following subject, i.e. money capital considered as a component
of the total social capital, really belongs in a later section of this Part.
However, we intend to investigate it here.)
In connection with the turnover of the individual capital, we saw that
money capital displays two aspects.
Firstly, it provides the form in which each individual capital steps
onto the scene and commences its process as capital. Hence it appears as
prime mover, giving the first impulse to the whole process.
Secondly, according to the varying lengths of the turnover period and
the varying ratio of its two components - working period and circula
tion period - the component of the capital value advanced that must
be advanced and renewed at any one time in the money form stands in
a different ratio to the productive capital that it sets in motion, i.e. to
the continuous scale of production. But whatever this ratio may be, the
portion of the capital value in process that can function at any one time
as productive capital is always restricted by the part of the capital
value advanced that must always exist alongside the productive capital
in the money form. What is involved here is simply the normal turn
over, an abstract average. We therefore disregard any additional money
capital required to cope with delays in circulation.
On the first point. Commodity production presupposes commodity
circulation, and commodity circulation presupposes the representation
of commodities in money, monetary circulation; the duplication of
commodities into commodities and money is a law of the emergence of
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the product as a commodity. '" Capitalist commodity production, for its
part, whether we consider it socially or individually, similarly pre
supposes capital in the money form, or money capital, both as the prime
mover for each business when it first begins, and as a permanent driv
ing force. Circulating capital, especially, presupposes the constantly
repeated appearance, at short intervals, of the motor of money capital.
The entire capital value advanced, i.e. all components of the capital
that consist of commodities - labour-power, means of labour and
materials of production - must always first be bought with money and
later on purchased again. What holds here for the individual capital , holds
also for the social capital, which operates only in the form of many
individual capitals. But, as we already showed in Volume 1 , it in no way
follows from this that the field of operation of capital, the scale of
production, even on the capitalist basis, has its absolute limits deter
mined by the volume of money capital in operation.
The elements of production that are incorporated into capital are
independent in extent, within certain limits, of the magnitude of the
money capital advanced. Labour-power with a certain rate of payment
may be more or less severely exploited, both extensively and intensively.
If the amount of money capital increases with severer exploitation, i.e.
if wages rise, they still do not rise in relation to the degree of exploita
tion, i.e. not at all proportionately.
The natural materials which are exploited productively (and which
do not form an element of the capital's value), i.e. soil, sea, mineral ores,
forests, etc. may be more or less severely exploited, in extent and in
tensity, by greater exertion of the same amount of labour-power, with
out an increase in the money capital advanced. In this way the real
elements of productive capital can be increased without the need for
additional money capital. In so far as the latter is needed for additional
ancillaries, then the money capital in which the capital value is ad
vanced is not increased in relation to the increased effectiveness of the
productive capital, i.e. again not at all proportionately.
The same means of labour, i.e. the same fixed capital, may be used
more efficiently without an additional outlay of money for fixed capital�
either by prolonging their daily use or by raising the intensity of their
application. There is then only a more rapid turnover of the fixed
capital, but this also means that the elements of its reproduction are
supplied more quickly.
Apart from natural materials, natural forces that cost nothing may
· See Volume 1, Chapter 2, ' Exchange'.
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also be incorporated more or less effectively as agents in the production
process. Their level of effectiveness depends on methods and scientific
advances that cost the capitalist nothing.
The same applies to the social combination of labour-power in the
production process, and to the accumulated skills of the individual
worker. Carey* reckons that the landowner never receives his due rent,
since he is not paid for all the capital and labour that has been put into
the soil from time immemorial to give it its present productive capacity.
(There is no mention, of course, of the productive capacity that is taken
out of the soil.) According to this conception, the individual worker
should be paid according to the work that it cost the entire human race
to build him up from a savage into a modern engineer. What actually
happens is quite the reverse. If all the unpaid labour put into the soil
to the profit of the landowners and capitalists is counted up, then this
capital contained in the soil has been repaid over and over again at an
extortionate rate of interest, so that landed property has long since been
redeemed by society, and redeemed time and again at that.
The increase in the productive forces of labour, in so far as this does
not rest on any additional outlay of capital value, increases in the first
instance only the quantity of products, and not their value, except to
the extent that it enables more constant capital to be reproduced, and
its value thus maintained, with the same amount of labour. However,
it also forms extra material for capital, and thus provides the basis for
an increased capital accumulation.

In as much as the organization of social labour, and therefore the
heightening of the social productivity of labour, itself requires produc
tion on a large scale and hence the advance of money capital in great
quantities by individual capitalists, we have already shown in Volume 1
how this happens partly as a result of the centralization of capitals in
a few hands without any absolute growth in the volume of capital

�

values in op ration, and nor therefore in the volume of money capital
through which they are advanced. The size of individual capitals can
grow by way of centralization in a few hands, without any growth in
their social sum. There is then simply a redistribution of individual
capitals.

�

Finally, it was shown in the previous Part how a reduction in t e
turnover period enables either the same productive capital to be set In
motion with less money capital, or more productive capital to be set in
motion with the same money capital.
* Henry Charles Carey was an American 'vulgjlr economist' and champion of

the ' harmony of interests • between opposing classes.

All this clearly has nothing to do with the specific question of money
capital as such. It simply indicates that the capital advanced - a given
sum of value which, in its free form, its value form, consists of a certain
sum of money - contains, once it has been transformed into productive
capital, productive powers whose limits are not given by the bounds of
its own value, but, within a given field of action, can operate differently,
both in extent and intensity. Once the prices of the elements of produc
tion (means of production and labour-power) are given, the size of the
money capital required to buy a certain quantity of these elements of
production, present as commodities, is also determined. In other words,
the capital value that has to be advanced is determined. However, the
scale on which this capital operates to form values and products is
elastic and variable.

On the secondpoint. It is self-evident that the portion of social labour
and means of production that has to be spent each year on the produc
tion or acquisition of money, in order to replace worn-down coins,
involves a proportionate reduction in the scale of social production.
But as for the money value already functioning partly as means of
circulation and partly as a hoard, this has already been obtained, and
exists alongside the labour-power, the produced means of production,
and the natural sources of wealth. It cannot be considered as a restric
tion on these. If it is transformed into elements of production, or ex
changed with other nations, the scale of production may be expanded.
But this presupposes that the money continues to play, as before, its
role of world money. *
'
According to the length of the turnover period, a greater or lesser
quantity of money capital is needed to set the productive capital in
motion. We have also seen how the division of the turnover period into
working time and circulation time gives rise to an increase in the capital
that is latent or suspended in the money form.
To the extent that the turnover period is governed by the length of the

working period, it is determined by the material character of the pro
duction process, conditions remaining otherwise the same, and not by
the specific social character of this production process. On the basis of

capitalist production, however, extended operations of long duration
require greater advances of money capital for a longer time. Production
in these bran
s is therefore dependent on the extent of the money

ch�

capital whJch the individual capitalist has at his disposal. This limit is
overcome by the credit system and the forms of association related to
it, e.g. joint-stock companies. Disturbances in the money market there* Cf. Volume 1 , Chapter 3, 3, c, ' World Money'.
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fore bring such businesses to a halt, while those same businesses, for
their part, induce disturbances in the money market.
On the basis of social production, it would be necessary to determine
to what extent it was possible to pursue these operations, which with
draw labour-power and means of production for a relatively long period
without providing any product or useful effect during this time, without
damaging those branches of production that not only withdraw labour
power and means of production continuously or several times in the
course of a year, but also supply means of subsistence and means of
production. With social production just as with capitalist production,
workers in branches of industry with short working periods will with
draw products only for a short time without giving other products back
in return, while branches of industry with long working periods will
continue to withdraw products for a long time before they give anything
back. This circumstance arises from the material conditions of the
labour process in question, and not from its social form. With col
lective production, money capital is completely dispensed with. The
society distributes labour-power and means of production between the
various branches of industry. There is no reason why the producers
should not receive paper tokens permitting them to . withdraw an
amount corresponding to their labour time from the social consumption
stocks. But these tokens are not money; they do not circulate.
We see that in so far as the need for money capital arises from the
length of the working period, this is conditioned by two factors. Firstly,
that money is the general form in which each individual capital must
enter the scene (leaving aside credit), in order to be transformed into
productive capital; this arises from the nature of capitalist production,
and of commodity production in general. Secondly, the size of the
money advance needed arises from the circumstance that labour
power and means of production are withdrawn from society for a long
period without the return of a product that can be transformed back
into money. The first factor, that the capital has to be advanced in the
form of money, is not abolished by the form this money takes, whether
it is metallic money, credit money, tokens of value, etc. The second
factor is not affected in any way either by the monetary medium or by
the form of production in which labour, means of subsistence and
means of production are withdrawn, without an equivalent being cast
back into circulation.

Chapter 19: Fonner Presentations of the Subject!

1. T H E P HY S I O C R A T S

Quesnay's Tableau economique shows in a few broad lines how the
annual result of national production, defined in terms of value, is
distributed by circulation in such a way that, with other circumstances
remaining the same, simple reproduction can take place, i.e. reproduc
tion on the same scale. From the material standpoint, it is always the
previous year's harvest that forms the starting-point of the production
period. The numberless individual acts of circulation are thereby im
mediately grouped together in their characteristic social movement as
a mass circulation between major economic classes of society that are
defined by their functions. What is of interest for us here is that one
patt of the total product - which as an object of use, just like any other
part, is the fresh result of the past year's labour - is also just a bearer of
old capital value reappearing in the same natural form. It does not
circulate, but rather remains in the hands of its producers, the class of
farmers, to begin its service as capital there once again. Quesnay in fact
includes in this constant capital part of the annual product, elements
that do not belong there, but he comes to grips with the main question,
thanks to the very narrowness of his mental horizon, in which agricul
ture is the only sphere of application of human labour that produces
surplus-value, and is therefore the only one that is really productive
from the capitalist standpoint. The process of economic reproduction
whatever its specific social character may be, is in this area (agriculture
always intertwined with a process of natural reproduction. The readily
apparent conditions of the latter illuminate those of the former, and
keep at bay those confusions which are only introduced by the illusions
of circulation.
The label of a system of ideas is distinguished from that of other

)

1. This is the start of Manuscript V I I I.
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articles, among other things, by the fact that it deceives not only the

fell back completely into the errors of the Physiocrats. In order to show,

buyer, but often the seller as well. Quesnay himself, and his closest

for instance, that the farmer produces greater value than any other kind

do the same to this very day. In point of fact, however, the Physio

of capitalist, he says :
' No equal capital puts into motion a greater quantity of productive
labour than that of the farmer. Not only his labouring servants, but his

disciples, believed in their feudal signboard. Our academic pedants

cratic system is the first systematic conception of capitalist production.

The representatives of industrial capital *- the class of farmers - lead

the whole economic movement. Agriculture is ·pursued on a capitalist

footing, i.e. as the large-scale undertaking of the capitalist farmer ; the
immediate tillers of the soil are wage-labourers. Production does not just

produce articles of use, but their value as well ; its driving motive is t o
obtain surplus-value, and the birthplace o f surplus-value is the sphere
of production, not that of circulation. t

In

the three classes that figure

as bearers of the process of social reproduction, mediated by circula

tion, the direct exploiter of ' productive ' labour, i.e. the producer of
surplus-value, the capitalist farmer, is distinguished from the mere
appropriator of this surplus-value. �

The capitalist character of the Physiocratic system already provoked

opposition during its heyday, on the one hand from Linguet and Mably,§
on the other from the defenders of free small-scale property in land.
*

The retrogression2 in Adam Smith's analysis of the reproduction pro
cess is all the more striking, in that he not only elaborated on Quesnay's

correct analyses, e.g. generalizing Quesnay's
,

avances annuelles' into

'avances primitives'

and

' fixed' and ' circulating ' capital,3 but in places

2. Cf. Capital Volume 1, p. 738, note 20.
3. Even here, certain Physiocrats had prepared the ground for him, in particular
Turgot. Turgot already used the term ' capital' for ' avances ' more frequently than
did Quesnay and the other Physiocrats, arid more closely identified the avances or
capitaux of the manufacturers with those of the farmers. For example, ' Just like
the latter' (the entrepreneurs-manufacturiers), 'these too ' (the farmers, i.e. the
capitalist farmers) ' must receive in addition to the capitals that return to them',
etc. (Turgot, (Euvres, ed. Daire, Paris, 1 844, vol. I, p. 40).
* See above, p. 1 33, for Marx's definition of ' industrial capital '.
t i.e. not merchant's capital. Cf. Volume 3, Chapter 20, ' Historical Facts About
Merchant's Capital '.
t Le. the landlord.
§ Simon-Nicolas-Henri Linguet, a French historian and economist, used the
Physiocratic presentation of the capitalist economy as the basis of a criticism of the
position of the working class in bourgeois society, in his work Theories des lois
civiles. London, 1767. This was however a reactionary criticism, confined to con
trasting the present condition of the working class with its supposedly superior

labouring cattle, are productive labourers. ' (A charming compliment
for the labouring servants !) ' In agriculture, too, nature labours along
with man ; and though her labour costs no expense, its produce has its

value, as well as that ofthe most expensive workmen. The most important
operations of agriculture seem intended not so much to increase,
though they do that too, as to direct the fertility of nature towards the
production of the plants most profitable to man. A field overgrown with
briars and brambles may frequently produce as great a quantity of

vegetables as the best cultivated vineyard or corn field. Planting and
tillage frequently regulate more than they animate the active fertility
of nature ; and after all their labour, a great part of the work always

remains to be done by her. The labourers and labouring cattle ( !),
therefore, employed in agriculture, not only occasion, like the workmen
in manufactures, the reproduction of a value equal to their own con
sumption, or to the capital which employs them, together with its
owners' profits ; but of a much greater value. Over and above the capital
of the farmer and all its profits, they regularly occasion the reproduction

of the rent of the landlord. This rent may be considered as the produce
of those powers of nature, the use of which the landlord lends to the
farmer. It is greater or smaller according to the supposed extent of those

powers, or in other words, according to the supposed natural or
improved fertility of the land. It is the work of nature which remains
after deducting or compensating everything which can be regarded as
the work of man. It is seldom less than a fourth, and frequently more

than a third of the whole produce. No equal quantity of productive
labour employed in manufactures can ever occasion so great a repro
duction. In them nature does nothing; man does all ; and the reproduc
tion must always be in proportion to the strength of the agents that
occasion it. The capital employed in agriculture, therefore, not only
puts into motion a greater quantity of productive labour than any equal

capital employed in manufactures, but in proportion, too, t o the

position in pre-capitalist society. See Theories of Surplus-Value, Part I, Chapter
VII, ' Linguet '.
Gabriel�Bonnot de Mably, a French philosopher and historian, was an early
representative of utopian communism.
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quantity of productive labour which it employs, it adds a much greater
value to the annual produce of the land and labour of the country, to
the real wealth and revenue of its inhabitants.' (Book Two, Chapter V,
pp. 462-3). [Marx's emphases. Here, as above, the page references to
The Wealth ofNations are given according to the Pelican edition.]
Adam Smith says in Book Two, Chapter I :
' The whole value o f the seed, too, i s properly a fixed capital.>
Here, therefore, capital
capital value ; this exists in a ' fixed ' fonn.
' Though it goes backwards and forwards between the ground and
the granary, it never changes masters, and therefore does not properly
circulate. The farmer makes his profit, not by its sale, but by its in
crease ' (p. 375).
The narrowness of this conception lies in Smith's failure to see what
Quesnay had already seen, namely the reappearance of the value of
constant capital in a renewed form. Instead, he saw here only a further
illustration, and moreover a false one, of his distinction between fixed
and circulating capital ; hence he missed an important aspect of the
reproduction process. The progress in Smith's translation of ' avances
primitives ' and ' avances annuelles' into 'fixed capital ' and ' circulating
capital ' consists in the word ' capital ', this concept being generalized
and freed from its special reference to the Physiocratic, ' agricultural'
sphere of application ; the retrogression consists in the acceptance and
the perpetuation of the concepts 'fixed ' and ' circulating ' as the de
cisive distinctions.
=

2. A D A M S M I T H

(a) Smith 's General Perspectives
In Book One, Chapter VI

(p. 1 53), Smith says :

' In every society the price of every commodity finally resolves itself

into some one or other, or all of those three parts ' (wages, profit and
rent) ' and in every improved society, all the three enter more or less, as
component parts, into the price of the far greater part of commodities.'4

4. So that the reader may not be deceived as to the meaning of the phrase ' the
price ofthe far greater part of commodities ', Smith explains himself with the follow
ing example. No rent, for instance, enters into the price of sea fish, but only wages
and profit. The price of Scotch Pebbles includes only wages : ' In some parts of
Scotland a few poor people make a trade of gathering, along the sea-shore, those
little variegated stones commonly known by the name of Scotch Pebbles. The price
w ich is paid to them by the stone cutter is altogether the wages of their labour;
neIther rent or profit make any part of it [po 154].'

�
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He goes on to say (p. 1 55) :
' Wages, profit, and rent, are the three original sources of all revenue
as well as ofall exchangeable value ' [Marx's emphases].
Later we shall investigate in more detail this doctrine of Adam
Smith's as to the ' component parts of the price of commodities ' and of
' all exchangeable value'. He goes on to say :
' Since this is the case, it has been observed, with regard to every
particular commodity, taken separately, it must be so with regard to
all the commodities which compose the whole annual produce of the
land and labour of every country, taken complexly. The whole price of
exchangeable value of that annual produce must resolve itself into the
same three parts, and be parcelled out among the different inhabitants
of the country, either as the wages of their labour, the profits of their
stock, or the rent of their land (Book Two, Chapter I I, pp. 381-2)
[Marx's emphases].'
After Adam Smith has thus resolved both the price of all commodities
taken separately and ' the whole price or exchangeable value . . . of the
annual produce of the land and labour of every country ' into three
sources of revenue, for wage-labourer, capitalist and landlord, into
wages, profit and rent, he has to smuggle in a fourth element by an
indirect route, namely the element of capital. He does this by his dis
tinction between gross and net revenue :
'The gross revenue o f all the inhabitants o f a great country compre
hends the whole annual produce of their land and labour; the net
revenue, what remains free to them after deducting the expense of main
taining - first, theirfixed, and, secondly, their circulating capital; or what,
without encroaching upon their capital, they can place in their stock
reserved for immediate consumption, or spend upon their subsistence,
conveniences, and amusements. Their real wealth, too, is in proportion,
not to their gross, but to their net revenue' (p. 382) [Marx's emphases].
On this the following points must now be made :
1 . Adam Smith is expressly dealing only with simple reproduction,
not with reproduction on an expanded scale, or with accumulation; he
speaks only of the expense of 'maintaining' the functioning capital.
The ' net ' revenue is that part of the annual product, whether of the
whole society or the individual capitalist, that can go .into the ' con
sumption fund', but the scale of this fund must not be such as to ' en
croach upon capital '. One part of the value of both individual and social
product, therefore, is neither resolved into wages nor into profit or
rent, but into capital.
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2. Adam Smith escapes from his own theory by means of a play on
words, the distinction between 'gross ' and 'net ' ' revenue'. Both the
individual capitalist and the entire capitalist class, the so-called ' nation ',
receive, in place of the capital used up in production, a commodity
product. The value of this - which can be depicted in proportionate
parts of this product itself - on the one hand replaces the capital value
used up, and hence forms income and in the most literal sense 'revenue '
(revenu, past participle o f revenir [French], t o return), but, let it b e
noted, capital revenue o r capital income ; on the other hand i t com
prises components of value that are ' parcelled out among the different
inhabitants of the country, either as the wages of their labour, the profits
of their stock, or the rent of their land ' - i.e. what is understood by
income in everyday life. The value of the whole product, whether that
of the individual capitalist or that of the country as a whole, accord
ingly forms income for someone, but on the one hand capital income,
on the other hand a ' revenue' distinct from this. Thus, what was
eliminated when the value of commodities was analysed into its com
ponent parts is introduced again through the back door by the ambigu· ity of this word 'revenue'. But only the components of the product's
value that already exist in the product can be 'taken in'. If capital is to
"come in as revenue, then capital must previously have been spent.
Adam Smith goes on to say:
'The lowest ordinary rate of profit must always be something more
than what is sufficient to compensate the occasional losses to which
every employment of stock is exposed. It is this surplus only which is
net or clear profit.' (What capitalist sees profit as including necessary
outlays of capital?) 'What is called gross profit comprehends fre
quently, not only this surplus, but what is retained for compensating
such extraordinary losses' (Book One, Chapter IX, pp. 198-9).
But this means no more than that a part of the surplus-value, treated
here as part of the gross profit, has to form an insurance fund for pro
duction. This insurance fund is created by a part of the surplus labour,
which thereby directly produces capital, i.e. the fund set aside for re
production. As far as the outlay for the 'maintenance' of the fixed
capital, etc. is concerned (see the passages quoted above), the. replace- .
ment of the fixed capital consumed by new capital in no way constitutes a
new investment of capital, but is simply a replacement of the old capital
value in new form. As far as the repair of the fixed capital goes, how
ever, something that Adam Smith also counts together with the main
tenance costs, its cost forms part of the price of the capital advanced.

If the capitalist invests this only gradually and according to need, while
his capital is already functioning, and can invest it out of profit al
ready tucked away, instead of having to invest it all at once, this in no
way changes the source of this profit. The component of value from
which it derives simply indicates that the workers provide surplus
labour for the repair fund as well as for the insurance fund.
What Adam Smith's explanation of fixed capital actually boils down
to is that it is the part of the industrial capital advanced that is fixed in
the production process, or, as he says on p. 377, ' affords a revenue or
profit without circulating or changing masters ', or, according to p. 374,
' ei ther remains in his possession, or continues in the same shape'. *
Adam Smith now tells us that not only should the whole fixed capital
be excluded from the net revenue, i.e. from revenue in its specific sense,
but so should that entire part of the circulating capital required to
maintain, repair and replace the fixed capital, in point of fact all capital
that does not exist in a natural form destined for the consumption fund.
' The whole expense of maintaining the fixed capital must evidently
be excluded from the net revenue of-the society. Neither the materials
necessary for supporting their useful machines and instruments of
trade, their profitable buildings, etc., nor the produce of the labour
necessary for fashioning those materials into the proper form, can ever
make any part of it. The price of that labour may indeed make a part
of it ; as the workmen so employed may place the whole value of their
wages in their stock reserved for immediate consumption. But in other
sorts of labour, both the price (i.e. the wage paid for this labour) ' and
the produce' (in which this labour is embodied) ' go to this stock, the
price to that of the workmen, the produce to that of other people, whose
subsistence, conveniences, and amusements, are augmented by the
labour of those workmen' (Book Two, Chapter II, pp. 382-3) [Marx's
emphases].
Here Adam Smith has stumbled upon a very important distinction,
between the workers involved in the production of means ofproduction,
and those involved in the direct production of means of consumption.
The commodity product of the former contains, in its value, a com
ponent equal to the sum of the wages paid, i.e. to the portion of capital
laid out on the purchase of labour-power ; this portion of value exists
bodily as an aliquot part of the means of production produced by these
workers. The money they receive as wages forms revenue for them, and
yet their labour has not produced consumable products, either lor
,

• This paragraph is omitted

in Engels's second edition and most subsequent ones.
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themselves or for others. These products therefore do not themselves
form any element of the portion of the annual product that is designed
to supply the social consumption fund, in which alone ' net revenue'
can be realized. Adam Smith forgets to add that what holds here for
wages holds equally for the value component of the means of produc
tion that forms the revenue of the industrial capitalists (in the first in

sumption. Whatever portion of those consumable goods is not em
ployed in maintaining the former,' (the fixed capital) ' goes all to the
latter,' (to the stock reserved for immediate consumption) ' and makes
a part of the net revenue of the society. The maintenance of those three
parts of the circulating capital, therefore, withdraws no portion of the
annual produce from the net revenue of the society, besides what is

stance), as surplus-value under the headings of profit and rent. This

necessary for maintaining the fixed capital ' (Book Two, Chapter

component of value also exists in means of production, non-consum

384).

abies ; only after it is converted into money can it withdraw a certain

amount of the means of consumption produced by the second type of
worker, corresponding to its own price, and transfer this into the indi
vidual consumption fund of its proprietors. All the more should Adam

Smith have seen that the portion of the annually produced means of

production equal in value to the means of production functioning with
in this sphere of production - the means of production with which
means of production are made - and therefore a portion equal in value
to the constant capital applied here is absolutely excluded, not only by
the natural form in which it exists, 'but also by its capital function, from
being any component of value that constitutes revenue.

In relation to the second type of worker - who directly produces

means of consumption - Adam Smith's definitions are not quite exact.

He says in particular that, in these types of labour, both the price of

I I, p.

All this is simply the tautology that the part of circulating capital
that does not serve for the production of means of production goes into
the production of means of consumption, i.e. into the part of the
annual product that is destined to form the society's consumption fund.
But what is important is the immediately following passage :
'The circulating capital of a society is in this respect different from
that of an individual. That of an individual is totally excluded from
making any part of his net revenue, which must consist altogether in his
profits. But though the circulating capital of every individual makes a
part of that of the society to which he belongs, it is not upon that ac
count totally excluded from making a part likewise of their net revenue.
Though the whole goods in a merchant's shop must by no means be
placed in his own stock reserved for immediate consumption, they may
[be placed] in that of other people, who, from a revenue derived from

labour and the product ' go to ' the direct consumption fund : ' the price'

other funds, may regularly replace their value to him, together with its

to that of other people, whose subsistence, conveniences, and amuse

theirs ' (ibid.).

(i.e. the money received as wages) ' to that of the

workmen, the product

ments, are augmented by the labour of those workmen '.
But the worker cannot live off the ' price ' of his labour, the money in

which his wages are paid; he realizes his money by using it to buy means

of consumption, and these may consist partly of types of commodities
which he has himself produced. However, his own product may be one
that is only consumed by the exploiters of labour.
After Adam Smith has thus completely excluded the fixed capital
from the ' net revenue ' of a country, he continues :
' But though the whole expense of maintaining the fixed capital is
thus necessarily excluded from the net revenue of the society, it is not
the same case with that of maintaining the circulating capital. Of the
four parts of which this latter capital is composed - money, provisions,
materials, and finished work - the three last, it has already been ob
served, are regularly withdrawn from it, and placed either in the fixed
capital of the society, or in their stock reserved for immediate con-

profits, without occasioning any diminution either of his capital or of
We learn here, then:

1. Just like the fixed capital, and that circulating capital needed for
its reproduction and maintenance (he forgets its functioning), so the
circulating capital of each individual capitalist involved in the produc
tion of means of consumption is also totally excluded from

his

net

revenue, which can consist only of his profits. The part of his com
modity product that replaces his capital cannot therefore be resolved
into components of value that form revenue for him.

2. The circulating capital of each individual capitalist forms part of
the circulating capital of the society, just as with each individual fixed
capital.

3. The circulating capital of the society, even though it is only the
sum of the individual circulating capitals, possesses a character distinct
from the circulating capital of an individual capitalist. The latter can
never form a part of his

revenue ;

but, as against this, a section of the
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former (i.e. that consisting of means of consumption) can simultane

revenue, but

ously form part of the

consists of the sum of the products of its individual capitalist members.

society's revenue,

or in other words, as he

capital,

even though the annual social product simply

previously said, the net revenue of the society is not necessarily reduced

Most of the products in the first department can by their very nature

by this part of the annual product. In actual fact, what Adam Smith

function only as means of production, and even those that could func

here calls circulating capital is the annually produced commodity

tion as means of consumption, if need be, are designed to serve as raw

capital that the capitalists who produce means of consumption annually

or ancillary material for new production. [The revenue-forming value

cast into circulation. This, their entire annual commodity product,

components of the first department] function as means of production,

consists of consumable articles, and therefore constitutes the fund in

and therefore as capital, not in the hands of their producers, however,

which the net revenues of the society (including wages) are realized or

but rather in those of their users, who are :

on which they are spent. Instead of selecting as his example the goods
in the retail shop, Adam Smith should have chosen the stocks amassed

. in the storehouses of the industrial capitalists.

3. The capitalists in the second department, the direct producers of

means of consumption.

They replace the capital the capitalists in the

first department used up in the production of means of consumption

If Adam Smith had now, in discussing what he calls circulating

(except in so far as this capital is converted into labour-power, and

capital, fitted together the fragmentary i deas that impressed themselves

represents the sum of the wages of the workers in this second depart

on him previously, while he was contemplating the reproduction of

ment), while this used-up capital, which now exists in the hands of the

what he calls fixed capital, he would have arrived at the following result :

capitalists producing it in the form of means of consumption, forms for

1. The annual social product consists of two departments ; the first
comprises the means of production, the second the means of con
sumption ; the two have to be treated separately.

2. The total value of the part of the annual product that consists of

means of production

is divided as follows. One portion is simply the

its part - from the social standpoint, that is

the consumption fund in
which the capitalists and workers in the first department realize their
revenue.
-

If Adam Smith had pursued his analysis as far as this, little more

would be required for the solution of the entire problem. He almost hit

value of the means of production consumed in the creation of these

the nail on the head, for he had already noted that certain portions of

means of production, and therefore only the capital value reappearing

value of one particular kind (means of production) of the commodity

in a new form ; a second part is equal to the value of the capital laid out
on labour-power, or the sum of the wages paid out by the capitalists in
this sphere of production. A third portion of value, finally, forms the

capital in which the total annual product of the society exists, although

they formed revenue for the individual workers and capitalists engaged
in their production, were not a component of the society's revenue ;

source of profits for the industrial capitalists in this category, including

while a value component of the

rent of land.

sumption), although it formed capital value for its individual owners,

The first portion, according to Adam Smith the reproduced fixed
capital component of all the individual capitals occupied in this first

other kind of product (means of con

the capitalists engaged in this sphere of investment, was however simply
a part of the social revenue.

department, is ' totally excluded from making any part ' of the ' net

This much is already clear from the investigation so far :

revenue', either that of the individual capitalist or that of the society.

Firstly, even though the social capital is simply the sum of the indi

It always functions as capital, and never as revenue. In this respect, the

vidual capitals, and therefore the annual commodity product (or com

' fixed capital ' of each individual capitalist is in no way distinguished

modity capital) of the society is equal to the sum of the commodity

from the fixed capital of the society. However, the other value com

products of these individual capitals ; and although, therefore, the same

ponents of the society's annual output of means of production - value

analysis of the commodity value into its components that holds for

components that also exist, therefore, as aliquot parts of this total mass

each individual commodity capital must also hold for the society as a

of means of production - do indeed form at the same time revenues for

whole and in the last analysis actually does hold, yet the form of ap

all agents involved in this production,

i.e. wages for the workers, profits

and rents for the capitalists. For the society, however, they do not form

pearance which these components assume in the overall process of
social reproduction is a different one.
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Secondly, even on the basis of simple reproduction, we find not only

improved value of the subject upon which his labour is bestowed ' (Book

the production of wages (variable capital) and surplus-value, but also

Two, Chapter III, p. 430).
The part of ' stock' that is laid out ' in maintaining productive hands ',

though the working day consists of only two parts, one in which the

' after having served in the function of a capital to him' (the employer)

surplus-value (profit, rent, etc.). In other words, the daily labour that is

III, p.

the direct production of new constant capital value ; this is true even

worker replaces the variable capital, and the other in which he produces
spent in reproducing the means of production - whose value breaks

down into wages and surplus-value - is realized in new means of pro

duction which also replace the constant capital component expended

in the production of the means of consumption.

The main difficulties arise not in the treatment of accumulation, but

, already in that of simple reproduction, although the greater part of
these have already been resolved in what was said above. This is why

• . .

' constitutes a revenue to them ' (the workers). (Book Two, Chapter

432.)

. In the same chapter, Adam Smith expressly states :

' . . . the whole annual produce of the land and labour of every

country . . . naturally divides itself into two parts. One of them, and

frequently the largest, is, in the first place, destined for replacing a
capital, or for renewing the provisions, materials, and finished work,

which had been withdrawn from a capital ; the other for constituting a

revenue either to the owner of this capital, as the profit of his stock, or

both Adam Smith

([ Wealth of Nations,] Book Two) and before him
Quesnay (Tableau economique) started with simple reproduction, when

to some other person, as the rent of his land' (p.

ever they had to deal with the movement of the annual social product

forms revenue for someone, namely the part invested in the purchase of

and its reproduction by way of circulation.

productive labour. This part - the variable capital - firstly performs ' the

(b) Smith's Resolution 0/Exchange- Value into v+s

then it �constitutes a revenue' for the productive worker himself. The

Adam Smith's dogma that the price or ' exchangeable value ' of every

single commodity - and thus of all the commodities comprising the

431) [Marx's emphasis].

Only one part of the capital, as Adam Smith has just told us, also

function of a capital ' in the hands of the employer, and for him, and

capitalist transforms one part of his capital value into labour-power,

and precisely in this way into variable capital ; but as a result of this

transformation it is not only this part of the capital, but his entire

annual social product (he correctly assumes capitalist production every

capital, that functions as industrial capital. The worker - the seller of

parts ' wages, profit and rent, can be reduced to the thesis that com

labour-power is simply a saleable commodity, the commodity from

where) - is composed of, or ' resolves itself into ' j the three ' component

modity value

=

v+s,

i.e. the value of the variable capital advanced,

plus the surplus-value. As the following quotation shows, we have
Smith's express permission to reduce profit and rent to a common

unit which we call

s;

we leave aside for the time being all secondary

labour-power - receives its value in the form of his wage.

whose sale he lives, and which therefore forms the only source of his

revenue ; it is only in the hands of its buyer, the capitalist, that the
labour-power functions as variable capital, and in fact the capitalist
only appears to advance the purchase price of the labour-power, for its

factors, and in particular all apparent or actual divergences from the

value has already been supplied to him by the worker.

ments that we designate as v+s.

manufacture

dogma that the value of commodities consists exclusively of the ele
In manufacture :

In his hands,

After Adam Smith has shown us that the value of the product in
=

v+s (where s is the profit of the capitalist), he tells

us

that in agriculture the workers, besides ' the reproduction of a value

' The value which the workmen add to the materials . . . resolves it

equal to their own consumption, or to the' (variable) ' capital which

profits of their employer upon the whole stock of materials and wages

capital of the farmer and all its profits, they regularly occasion the re

self . . . into two parts, of which the one pays their wages, the other the

which he advanced ' (Book One, Chapter VI, p. 1 5 1 ). ' Though the

employs them, together with its owners' profits ' - ' over and above the

production of the

rent of the landlord '

(Book I I, Chapter V, p.

463)

manufacturer ' (i.e. the manufacturing worker) ' has his wages advanced

[Marx's emphases].

those wages being generally restored, together with a profit, in the

beside the point for the question we are dealing with here. Before it

to him by his master, he, in reality, costs him no expense, the value of

The fact that the rent goes into the hands of the landlord is quite
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passes into his hands, it must first exist in the hands of the farmer, i.e.
of the industrial capitalist. It must form a value component of the
product, before it becomes revenue for anyone. Thus for Smith rent and
profit are both only components of the surplus-value that the pro
ductive worker constantly reproduces together with his own wages, i.e.
with the value of the variable capital. Rent and profit are parts of the
surplus-value s, and in this way Smith resolves the price of all com
modities into v+s.
The" dogma that the prices of all commodities (and therefore of the
annual commodity product) can be resolved into wages plus profit plus
rent of land, assumes the form, even in the intermittent esoteric* part
of Smith's work, that the value of any commodity, and thus of the
society's annual commodity product, = v+s, i.e. the capital value laid
out on labour-power and constantly reproduced by the workers, plus the
surplus-value added by the workers through their labour.
Smith's end result reveals to us at the same time the source of his
one-sided analysis of the components into which commodity value is
divisible (for more on this, see below). For the fact that these com
ponents also form the various sources of revenue for classes with
different functions in production has nothing to do with the quantita
tive determination of each of these components, and the limits of their
total values.
When Adam Smith says :
' Wages, profit, and rent, are the three original sources of all revenue
as well as of all exchangeable value. All other revenue is ultimately
derived from some one or other of these' (Book One, Chapter VI,
p. 155), all kinds of co�fusion are heaped together.
1. All members of society who do not figure directly in the repro
duction process, whether as workers or not, can receive their share of
the annual commodity product - i.e. their means of consumption - in
the first instance only from the hands of those classes to whom this
product firstly accrues - productive workers, industrial capitalists and
landlords. To this extent, their revenues are, in a material sense, de
rived from wages (the wages of the productive workers), profit, and
ground-rent, and hence appear, in contrast to these original revenues,
as derivative. On the other hand, however, the recipients of these .
derivative revenues, in the sense just given, draw them by way of their
social functions as king, priest, professor, prostitute, mercenary, etc.,
· On Marx's frequent distinction between the ' esoteric ' and ' exoteric ' aspects of
Adam Smith's theoretical work, see above, p. 276, note.
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and they can therefore view these functions of theirs as the original
source of their revenue.
2. (and this is the high point of Smith's stupid blunder :) After he has
begun by correctly defining the value components of the commodity
and the total value product embodied in them, and then by showing
how these components form an equal number of different sources of
revenue ; 5 thus after he has derived revenues from value, he proceeds
in the reverse direction - and this remains the predominant idea in his
work - and makes these revenues, instead of just ' component parts ',
into ' original sources of all exchangeable value ', thereby throwing the
doors wide open to vulgar economics. (Cf. our Roscher. *)

(c) The Constant Capital Component
We shall now see how Adam Smith tries to conjure the constant part
of capital out of commodity value.
'In the price of corn, for example, one part pays the rent of the land
lord . . .
The origin of this component of value has as little to do with the
circumstance that it is paid to the landlord and forms revenue for him
in the form of rent, as the origin of the other value components has
with the fact that they form sources of revenue as profit and wages.
'Another [part] pays the wages or maintenance of the labourers '
(' and labouring cattle', he adds) ' employed in producing it, and the
third pays the profit of the farmer. These three parts seem' (they ' seem '
indeed) ' either immediately or ultimately to make up the whole price
of corn.'6
This whole price, i.e. its quantitative determination, is absolutely
independent of its distribution among three kinds of person.
'

5. I have reproduced this sentence literally, as it stands in the manuscript, even
though it seems in its present context to contradict both what precedes it and what
directly follows. This apparent contradiction is resolved below in subsection (d) :
' Capital and Revenue in Adam Smith ' . - F .E.
6. We leave completely aside here the fact that our Adam was particularly unfor�
tun ate in his choice of example. The value of corn can be resolved into wages,
profit and rent only by depicting the feed consumed by the draught cattle as their
wages, and the draught cattle as wage-labourers - hence depicting the wage-labourer
in his turn as a draught animal. (From Manuscript I I.)
· Wilhelm Roscher was a German vulgar economist and founder of the 'his
torical school ' of economics. The work to which Marx alludes here is Die Grund
iagen der Nationalokonomie, published in 1 858.
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'A fourth part, it may perhaps be thought, is necessary for replacing
the stock of the farmer, or for compensating the wear and tear of his
labouring cattle, and other instruments of husbandry. But it must be
considered that the price of any instrument of husbandry, such as a
labouring horse, is itself made up of the same three parts ; the rent of
the land upon which he is reared, the labour of tending and rearing
him, and the profits of the farmer who advances both the rent of this
land, and the wages of this labour. Though the price of the corn, there
fore, may pay the price as well as the maintenance of the horse, the
whole price still resolves itself either immediately or ultimately into the
same three parts of rent, labour, ' (he means wages) ' and profit ' (Book
One, Chapter V I, p. 1 53).
This is literally all that Adam Smith has to say in support of his
astonishing doctrine. His proof consists simply in the repetition of the
same assertion. He concedes, by way of example, that the price of corn
not only consists of

v+ s,

but also of the price of the means of produc

tion consumed in the production of corn, i.e. that it consists of a
capital value that the farmer did not invest in labour-power. Neverthe
less, he says, the prices of all these means of production can themselves
be decomposed, just like the price of corn itself, into

v+s. Smith simply

forgets to add : as well as into the price of the means of production
used up in their own creation. He refers us from one branch of pro
duction to another, and from this again to a third. The statement that
the entire price of commodities is either ' immediately ' or 'ultimately '

v+s

resolvable into

would only cease to be an empty subterfuge if

Smith could demonstrate that the commodity products whose price is
immediately resolved into
sumed)

+ v+s

c (the price of the means of production con

are finally compensated for by commodity products

which entirely replace these ' consumed means of production ', and
which are for their part produced simply by the outlay of variable
capital, i.e. capital laid out on labour-power. The price of these latter

o

v+s. And in this way the
c+ v+s, where c stands for the component of
constant capital, would be ultimately resolvable into v+ s. Adam Smith
commodities w uld then immediately be
price of the former, too,

himself did not believe he had given such a proof with his example of
the Scotch Pebble collectors, who according to him

(1) do not supply
(2) do

any kind of surplus-value, but simply produce their own wages ;

not employ any means of production. (Though in fact they do, in the
form of baskets sacks and other containers for carting off the pebbles.)
We have alre dy seen above how Adam Smith refutes his own theory

�
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without even becoming aware of its contradictions. The source of these,
however, is to be sought precisely in his own scientific premises. The
capital converted into labour produces a value greater than its own.
How? Because, says Smith, the workers impart to the things on which
they work, during the production process, a value that, besides the
equivalent for their own purchase price, forms a surplus-value accruing
to their employers (profit and rent). This they do indeed, and they can
do no other. What applies to the industrial labour of a single day, how
ever, applies also to the labour set in motion by the entire capitalist
class in the course of a whole year. The society's total annual value
product, therefore, can be broken down only into

v+s, into

an equiva

lent with which the workers replace the capital value spent on their own
purchase price, and the additional value that they have to provide for
their employers over and above this. These two elements of the com
modity value, however, also form sources of revenue for the different
classes involved in the reproduction process : the first wages, the revenue
of the workers ; the second surplus-value, of which the industrial capital
ist keeps one part for himself in the form of profit, while another is
deducted as rent, the revenue of the landlord. How can there be any
other component of value, if the annual value product contains no
other elements besides

v+s?

Here we are concerned with simple re

production. Since the total annual labour is resolved into labour
needed for the reproduction of the capital value laid out on labour
power, and labour needed for the creation of a surplus-value, where can
still more labour come from to produce a capital value not laid out on
labour-power?
The matter stands as follows.

1. Adam Smith defines the value of a commodity by the amount of
labour that the wage-labourer ' adds ' to the object of labour. He says in
fact, ' to the materials ', as he is dealing with manufacture, which works
up what are already products of labour ; but this in no way affects the
matter in hand. The value that the worker adds to a thing (and this
' adds ' is our Adam's own expression) is quite independent of whether
the object to which the value is added already has value

before

this '

addition, or whether it does not. The worker therefore creates a value
in the commodity form. According to Adam Smith this is on the one
hand an equivalent for his wages, this part being therefore determined
by the value of the wage ; depending on whether this is higher or lower,
the value he has added here by his labour is in this respect that needed
to produce or reproduce his wages. Another part, however, is added by
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the worker by further labour above this limit, and forms surplus-value
for his capitalist employer. Whether this surplus-value remains entirely
in the hands of the capitalist, or is partially taken off him by third
parties, does not in the least affect either the qualitative determination
of the surplus-value added by the wage-labourer (that it is all surplus
value), or its quantitative determination (the amount). It is value just
the same as any other value component of the product, simply dis
tinguished by the fact that the worker has not received any equivalent
for it, and does not receive one subsequently, for this value is instead
appropriated by the capitalist without an equivalent. The overall value
of the commodity is determined by the amount of labour that the
worker has spent in its production. One part of this total value is
characterized as being equal to the value of the wage, i.e. an equivalent
for wages. The second part, therefore, the surplus-value, is necessarily
characterized, by the same token, as being equal to the total value of
the product minus the value component that is the equivalent for the
wage ; i.e. equal to the excess value created in the production of the
commodity over the value component contained in it that is the
equivalent for wages,
2. What holds for a commodity produced in a single capitalist busi
ness by some individual worker holds also for the annual product of all
branches of industry taken together. What applies to the day's labour
of an individual productive worker applies also to the annual labour
performed by the entire class of productive workers. This class ' fixes '
(Smith's expression) in the annual product a total value determined by
the amount of labour annually expended, and this total value breaks
down into one part determined by that portion of the annual labour in
which the working class creates an equivalent for its annual wage, in
point of fact this wage itself, and another part determined by the addi
tional annual labour in which the workers create a surplus-value for the
capitalist class. The annual value product contained in the annual pro
duct thus consists of only two elements, the equivalent for the annual
wage received by the working class and the surplus-value annually
supplied to the capitalist class. But the wage forms the revenue of the
working class, and the annual sum of surplus-value the revenue of the
capitalist class ; the two therefore represent (and this viewpoint is cor
rect where it is a matter of depicting simple reproduction) the relative
shares in the annual consumption fund, and are realized in it. There is
therefore no room left for the constant capital value, for the reproduc
tion of the capital functioning in the form of means of production.
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However, Adam Smith expressly says in the Introduction to his work
that the parts of the commodity value that function together as revenue
coincide with the annual product destined for the social consumption
fund :
' To explain in what has consisted the revenue of the great body of the
people, or what has been the nature of those funds which . . . have sup
plied their annual consumption, is the object of these Four first Books'
(p. 1 06).
And in the very first sentence of this Introduction he states :
' The annual labour of every nation is the fund which originally sup
plies it with all the necessaries and conveniences oflife which it annually
consumes, and which consists always either in the immediate produce
of that labour, or in what is purchased with that produce from other
nations ' (p. 104).
Smith's first error, then, is to equate the value of the annual product
with the annual value product. The latter is simply the product of the
current year's labour ; the former includes, on top of this, all those
elements of value that were used in the production of this annual pro
duct, but which were produced in the previous year and partly in still
earlier years: means of production whose value only re-appears and
which, as far as their value is concerned, have been neither produced nor
reproduced by the labour spent during the current year. This confusion
enables Adam Smith to juggle away the constant component in the
value of the annual product. The confusion is itself based on a further
error in his fundamental conception. He does not distinguish the two
fold character of labour itself: labour that creates value, by the ex
penditure of labour-power, and labour that creates objects of use (use
values), as concrete useful labour. The total sum of commodities an
nually produced, i.e. the total annual product, is the product of the
useful labour operating in the current year ; it is only by the social
application of labour in an intricate system of varieties of useful labour
that all these commodities have come into being; it is only in this way
that the value of the means of production used up in their production
is retained in their total value, and reappears in a new natural form.
The total annual product is thus the result of the useful labour expended
during the year ; but only one part of the value of this product has been
created during the year ; this part is the annual value product, which
represents the amount of labour actually performed during the year
itself.
When, therefore, Smith says in the passage just quoted :
-
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'The annual labour of every nation is the fund which originally sup

plies it with all the necessaries and conveniences of life which it an
nually consumes, etc.' ,

he one-sidedly adopts the standpoint of useful labour. It is this, to

be sure, that has brought all these means of subsistence into their con

sumable form. He forgets here, however, that this would have been
impossible without the collaboration of means of labour and objects of
labour handed down from earlier years, and that the ' annual labour ',

therefore, in as much as it forms value, has in no way created the entire

value of the products prepared by it ; that the value produced is smaller
than the value of the product.
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portion of value in the natural form of his own product, the capitalist
pays him the same in money. For the capitalist, therefore, the variable
component of the capital value he has advanced now exists in the com

modity form, while the worker has received in the form of money the
equivalent for the labour-power he has sold.
Thus, while the part of the capital advanced by the capitalist that has
been transformed into variable capital by the purchase of labour-power
functions as active labour-power within the production process itself,
and is newly produced, i.e. reproduced, by the expenditure of this power
as new value in the commodity form - i.e. reproduction, the new pro

duction of the capital value originally advanced ! - the worker spends

If we cannot reproach Adam Smith for going no further in this

the value or price of the labour-power he has sold on means of sub

analysis than his successors (even if an approach to the correct con

sistence, on the means to reproduce his labour-power. A sum of money

fell increasingly into confusion, and the principal reason for this was

revenue, which he receives only so long as he can sell his labour-power

ception was already available with the Physiocrats), we can say that he
that his ' esoteric ' conception of commodity value was constantly being

thwarted by the exoteric ideas which on the whole prevail in his work,
even though his scientific instinct did permit the esoteric standpoint to

equal to the variable capital forms his income, in other words his
to the capitalist.

The wage-labourer's commodity - his own labour-power - functions

as a commodity only in so far as it is incorporated into the capitalist's

reappear from time to time.

capital, and functions as capital ; on the other hand, the capital spent

(d) Capital and Revenue in Adam Smith

in the hands of the seller of labour-power, the wage-labourer.

That component of a commodity's value (and therefore also of the

here, and Adam Smith does not distinguish between them.

as money capital on the purchase of labour-power functions as revenue

annual product's) which simply forms an equivalent for the wage is
equal to the capital advanced by Jhe capitalist in wages, i.e. to the
variable component of the total capital he advances. The capitalist re

ceives back this component of the capital value advanced in the form

of a newly produced value component of the commodities supplied by
the wage-labourers. Whether the variable capital is advanced in the
sense that the capitalist pays in money the share accruing to the
worker of a product which is not yet ready for sale, or which, although
finished, has not yet been sold by the capitalist, whether he pays the
worker with money that he has already received from the sale of the

Different processes of circulation and production are intertwined
Firstly, acts belonging to the

circulation process. The worker sells his

commodity - labour-power - to the capitalist ; the money with which

the capitalist buys it is for him money invested for the purpose of
valorization, i.e. money capital ; it is not spent, but merely advanced.
(This is the real sense of the ' advance ' - the Physiocrats'

avance

-

quite independently of where the capitalist acquires the money itself.

What is advanced, for the capitalist, is every value that he pays for the

purpose of the production process, whether this is done in advance or

after the event ; it is advanced to the production process itself.) All that
happens here is what happens in any sale of commodities: the seller

commodity that the worker supplied, or whether he has anticipated

hands over a use-value (in this case labour-power) and receives the

capital which accrues to the workers as money, and he possesses in

and receives in return the commodity itself - in this case labour-power.

this money by credit in all of these cases, th� capitalist spends variable

return the equivalent of this capital value in that portion of his com
modities' value with which the worker newly produces the share in the
total value of these that accrues to him ; with which, in other words, he
has produced the value t.Of his own wages. Instead of giving him this

value of it in money (realizes its price) ; the buyer hands over his money
Secondly. In the production process, the labour-power that has been

bought now forms part of the functioning capital, and the worker him
self functions here simply as a special natural form of this capital, as

distinct from the elements of capital that exist in the natural form of

456

Tlte Reproduction and Circulation of the Total Social Capital

means of production. During the process, the worker adds value to the
means of production that he transforms into a product by spending
his labour-power to the value of this labour-power (leaving aside sur
plus-value). In this way, he reproduces for the capitalist, in the com
modity form, the part of the former's capital advanced to him in wages,
or due to be advanced ; produces for him an equivalent for this capital.
He produces for the capitalist, in other words, the capital that the
capitalist can ' advance' afresh in the purchase of labour-power.
Thirdly. With the sale of the commodity, therefore, a part of its sale
price replaces for the capitalist the variable capital that he advanced,
and therefore enables him to buy labour-power afresh, just as it enables
the worker to sell it again.
With all commodity purchases and sales - in as much as these tran
sactions are simply considered by themselves - it is completely im
material what happens in the hands of the seller to the money received
for his commodity, and what happens in the hands of the buyer to
the item of use that he purchased. It is also completely immaterial,
therefore, in so far as it is simply the circulation process that is under
consideration, that the labour-power bought by the capitalist repro
duces capital value for him, while the money paid as the purchase price
of this labour-power forms revenue for the worker. The value of the
worker's item of trade, his labour-power, is affected neither by the fact
that this forms 'revenue ' for him, nor by the fact that the use of his
commodity by the buyer reproduces capital value for the buyer.
Because the value of labour-power - i.e. the adequate sale price of
this commodity - is determined by the amount of labour needed to
reproduce it, and this amount of labour is itself determined by that
needed to produce the means of subsistence that the worker needs, i.e.
the amount of labour needed to maintain his life, the wage becomes the
revenue from which the worker has to live.
Adam Smith is completely wrong to say (p. 432) that the part of
capital employed ' in maintaining productive hands ', ' after having
served in the function of a capital to him ' (the capitalist), 'constitutes a
revenue for them ' (the workers).
The money with which the capitalist pays for the labour-power that
he buys ' serves in the function of a capital to him ', in as much as he
thereby incorporates labour-power with the material components of
his capital and hence for the first time puts his capital in a position in
which it can function as productive capital. The difference is that
labour-power is a commodity in the hands of the worker, and not
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capital, and it constitutes a revenue for him in so far as he Ci::Ill regularly
repeat its sale; it functions as capital after the sale, in the hands of the
capitalist, during the production process itself. What serves two pur
poses here is labour-power. In the hands of the worker, it is a commodity
sold at its value ; in the hands of the capitalist who has bought it, it is a
power producing both value and use-value. The money, however, that
the worker receives from the capitalist, he receives only after he has
given him the use of his labour-power, after this has already been
realized in the value of the product of labour. The capitalist has this
value in his hand before he pays for it. So it is not the money that
functions twice : first as money form of the variable capital, then as
wages. It is rather the labour-power that has functioned twice; first as a
commodity, when the labour-power is sold (when the wage to be paid is
stipulated, the money operates merely as an ideal measure of value, and
it in no way needs to be in the capitalist's hands yet) ; secondly in the
production process, where it functions as capital, i.e. as an element
creating both use-value and value in the hands of the capitalist. It has
already supplied the equivalent to be paid to the worker, in the com
modity form, before the capitalist pays this to the worker in the money
form. The worker therefore himself creates the payment fund from which
the capitalist pays him. But this is not all.
The worker spends the money he receives on maintaining his labour
power, and thus - if we consider the capitalist class and the working
class as a whole - on maintaining for the capitalist the only instrument
by means of which he can remain a capitalist.
On the one hand, therefore, the constant purchase and sale of labour
power perpetuates the position of labour-power as an element of
capital, and in this way capital appears as the creator of commodities,
articles of use that have a value; this is also how the portion of capital
that buys labour-power is regularly restored by the product of labour
power itself, so that the worker himself constantly creates the capital
fund out of which he is paid. On the other hand, the constant sale of
labour-power becomes a source of maintaining the worker's life that he
perpetually has to repeat, and his labour-power thus appears as the
means by which he draws the revenue from which he lives. Revenue,
here, means nothing more than the appropriation of values effected by
the constantly repeated sale of a commodity (labour-power), and in this
connection these values themselves serve only towards the constant
reproduction of the commodity to be sold. To this extent, Adam Smith
is correct to say that the value component of the product created by the
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worker for which the capitalist pays an equivalent in the form of the
wage becomes a source of revenue for the worker. But this affects the
nature and the size of this portion of commodity value just as little as
the value of the means of production is affected by the fact that they I
function as capital values, or the nature and length of a straight line by
the fact that it functions as the base of a triangle or the axis of an el
lipse. The value of labour-power remains just as independently deter
mined as that of any means of production. This component of com
modity value does not consist of revenue as an autonomous factor
constituting it, nor does this component of value resolve itself into
revenue. This new value constantly reproduced by the worker forms a
source of revenue for him, but it does not follow from this, inversely,
that his revenue forms a component of the new value he has produced.
What determines the volume of his revenue is the share in the new value
he creates that is paid to him, and not the other way round. If this por
tion of the new value forms revenue for him, this simply shows what
becomes of it, how it is used, and has as little to do with its formation
as with the formation of any other value. If my income is 10 shillings
per week, then the circumstances of this weekly income affect neither
the nature of the 10 shillings' value nor its magnitude. Just as with any
other commodity, so in the case of labour-power, too, its value is
determined by the amount of labour needed to reproduce it; the fact
that this amount of labour is determined by the value of the means of
subsistence needed by the worker, and is thus the labour needed for the
reproduction of these means of subsistence, is a characteristic of this
particular commodity (labour-power), but it is no more peculiar to it than
the fact that the value of draught cattle is determined by the means of
subsistence needed for their maintenance, and thus by the amount of
human labour needed to produce the latter, is peculiar to these draught
cattle.
The category of ' revenue ' is the root cause of Smith's whole trouble.
For him the different types of revenue form the ' component parts ' of
the commodity value annually produced, newly created, whereas in
actual fact it is the other way round ; it is the two parts into which this
commodity value is divided for the capitalist the equivalent for the
variable capital that he advanced in the money form for the purchase of
labour, and the other portion of value that belongs to him although it
has cost him. nothing, the surplus-value - that form sources of revenue.
The equivalent of the variable capital is advanced once again in labour
power, and to this extent forms a revenue for the worker in the form of

\

-

his wage ; the other part - the surplus-value - since it does not have to
replace for the capitalist any of the capital advanced, can be spent by
him on means of consumption (both necessities and luxuries), can be
consumed as revenue, instead of forming capital of any kind. The
precondition for this revenue is the commodity value itself, and its
components are distinguished for the capitalist only to the ex.tent that
they form either an equivalent for, or a surplus over, the variable
capital that he has advanced. Both of these consist of nothing but
labour-power spent in the course of commodity production, set flow
ing as labour. They do not consist of income or revenue, but rather of
expenditure - expenditure oflabour.
Mter this quid pro quo, in which revenue is made into the source
of commodity value, instead of this commodity value being the source
of revenue, commodity value now appears to be ' compQsed ' of the
various kinds of revenues ; these are determined independently of
one another, and the total value of the commodity is determined by
adding together the values of these revenues. But now this question
arises : how can we determine the value of each of these revenues from
which the commodity value is supposed to derive ? In the case of wages,
this can in fact be done, because wages are the value of the commodity
labour-power, and the latter can be determined (like the value of any
other commodity) by the labour needed for its reproduction. But as for
surplus-value, or in Adam Smith's case its two forms, profit and rent,
how are these to be determined? Here we are left with empty prattle. At
some points Adam Smith depicts wages and surplus-value (or wages
'
and profit) as components out of which the commodity value or price
is put together, while at others, and often almost in the same breath, he
depicts them as parts into which the commodity value 'resolves itself' ;
the latter, however, means that the commodity value is given first and
that various parts of this given value accrue to different persons in..
volved in the production process in the form of different revenues. This
is in no way identical with the composition of value from these three
' components '. If I define the lengths of three straight lines independently,
and then make these three lines ' components ' of a fourth straight line
equal in length to their sum, this is in no way the same procedure as·if
I start with a given straight line and divide this for some purpose or
other - 'resolve' it, so to speak - into three parts. The length of the
line in the first case invariably changes with the length of the three lines
whose sum it forms ; in the latter case the length of the three segments is
limited from the beginning by their forming parts of a line of a given size.
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. In point of fact, if we stick to what is correct in Smith's presentation,
I.e. that that value contained in the society's annual commodity product
which is newly created by the year's labour is equal (just as with any
single commodity or the product of a day, week, etc.) to the sum of the
variable capital advanced (i.e. to that value component destined to
serve again for the purchase of labour-power), plus the surplus-value
,:hich the capitalist can realize in items for his individual consumptio
(Ill the case of simple reproduction and with other conditions remaining
the same) ; if we bear in mind moreover that Smith lumps together
labour in its value-creating capacity, as expenditure of labour-power
with labour in its capacity of creating use-value, i.e. labour spent i
useful, purposive form - then the whole conception boils down to this :
The value of any commodity is the product of labour ' so too therefore
is the value of the product of a year's labour or the va ue of t e society'
annual commodity product. Since however all labour can be resolved
into (1) necessary labour-time, in which the worker simply reproduces
an equivalent for the capital advanced in purchasing his labour-power,
and (2) surplus labour, by which he supplies the capitalist with a value
for which the latter pays no equivalent, i.e. a surplus-value all com
modity value can then be resolved simply into these two diff rent com
ponents, and in the last analysis it forms, as wages, the revenue of the
working class, and as surplus-value, that of the capitalist class. As far
as the constant capital value is concerned, however, i.e. the value of the
means of production consumed in the production of the annual pro
duct, there is no way of telling how this value comes into the value of
the new product (except in the mere phrase that the capitalist charges it
to the buyer when he sells his commodity), but ' ultimately', since the
means of production are themselves the product of labour, this portion
of value can in turn consist only of an equivalent for the variable capital
and the surplus-value; that is, it can consist only of the product of
necessary labour and surplus labour. If the values of these means of
pr duction function in the hands of their employers as capital values,
thIS does not hinder them from being divisible 'originally' (and if one
goes to the root of it, in other people's hands, even though earlier) into
the same two portions of value, i.e. into two different sources of revenue.
A correct point in all this is that in the movement of the social capital
- i.e. of the totality of individual capitals - things look different from
the way they do when each individual capital is taken separately, i.e.
from the standpoint of each individual capitalist. For the latter, com
modity value can be resolved into (1) a constant element (a fourth
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element, as Smith says) and (2) the sum of wages and surplus-value, i.e.
wages, profit and rent. From the social standpoint, however, Smith's
fourth element, the constant capital value, simply vanishes.

(e) Summary
The absurd formula that the three revenues of wages, profit and rent
form three ' components' of commodity value, derives in Smith's case
from the more plausible formula that commodity value ' resolves itself '
into these three components. This too is false, even on the assumption
that commodity value can be divided simply into the equivalent for the
labour-power used up and the surplus-value created by the latter. This
error, however, is based in tum on a deeper and true foundation.
Capitalist production rests on the fact that the productive worker sells
his own labour-power as a commodity to the capitalist, in whose hands
it then functions simply as an element of his productive capital. This
transaction (the sale and purchase of labour-power) does not just intro
duce the production process, but implicitly determines its specific
character. The production of a use-value, and even of a commodity
(something that can also be undertaken by independent productive
workers), is here only a means for the production of absolute and rela
tive surplus-value for the capitalist. In analysing the production pro-'
cess, therefore, we saw how the production of absolute and relative
surplus-value determines (1) the duration of the daily labour process,
and (2) the whole social and technical shape of capitalist production.
It is within this process that the distinction emerges between the mere
maintenance of value (of the constant capital value), the actual repro
duction of value advanced (the equivalent for labour-power), and the
production of surplus-value, i.e. of value for which the capitalist neither
advanced a previous equivalent, nor advances one after the event.
The appropriation of surplus-value (of a value over and above the
equivalent of the value advanced by the capitalist), even though it is
introduced by the purchase and sale of labour-power, is an act per
formed within the production process itself, and forms an essential
moment of the latter.
The introductory act of circulation, the purchase and sale of labour
power, itself depends in tum on a distribution of the social elements of
production which is the presupposition and premise of the distribution
of social products, viz. the separation between labour-power as a com-
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modity for the worker, and the means of production as the property of
non-workers.
At the same time, however, this appropriation of surplus-value, the
separation of value production into the reproduction of the value ad
vanced and the production of a new value that does not replace any
equivalent (a surplus-value), in no way affects the substance of value
itself and the nature of value production. The substance of value is and
remains nothing more than expended labour-power - labour inde
pendent of its particular useful character - and value production is
nothing but the process of this expenditure. If the feudal serf, for ex
ample, expends his labour-power for six days of the week, i.e. works for
these six days, it makes no difference to the fact of this expenditure of
labour-power as such that he may work for three of these days on his
own field and three others on his lord's field and for his lord. Both his
voluntary labour for himself and his forced labour for his lord are
equally labour ; in as much as this is considered as labour in relation to
the values - or even the useful products - created by it, there is no
distinction between these six days' labour. The distinction is solely re
lated to the different situations which have given rise to the expenditure
of his labour-power in the two halves of the six-day working period.
It is just the same with the necessary and surplus labour of the wage
labourers.
The process of production disappears in the finished commodity. The
fact that labour-power was expended to create it now appears in the
form that the commodity has the following concrete property : it pos
sesses value. The magnitude of this value is measured by the amount
of labour expended; the commodity value carinot be resolved into any
thing further, and consists of nothing more. If I draw a straight line of
a certain length, I have, in the first place, ' produced ' a straight line
(only symbolically, of course, as I am aware from the start) by my man
ner of drawing, practised in accordance with certain rules (laws) that
are independent of me. If I divide this line into three segments (which
may be required for a certain problem), then each of these three pieces
remains a straight line, as before, and this division does not resolve the
line whose parts they are mto anything other than a straight line, e.g.
a curve of some kind. Just as little can I divide this line of a given length
in such a way that the sum of these parts is greater than the undivided
line itself; the length of the undivided line in other words is not deter
mined by the lengths of the segments into which it is divided. It is rather
the relative lengths of the latter that are limited in advance by the limits
of the line of which they are parts.
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In this respect, the commodity produced by the capitalist is in no way
distinguished from a commodity produced by an independent worker,
by a community of workers, or by slaves. In our case, however, the en
tire product of labour and its entire value belongs to the capitalist.
Just like any other producer, he has first to transform the commodity
into money by selling it, before he can manipulate it any further ; he
must convert it into the form of the universal equivalent.
Let us consider the commodity product as it is before it is trans
formed into money. It belongs completely to the capitalist. But while,
as the product of useful labour - as a use-value - it is in every respect
the product of the labour process just completed, the same is not true
of its value. A part of this value is merely the value of the means of
production used up to produce the commodity, which reappears in
a new form. This value has not been produced in the process of pro
ducing the commodity, for the means of production already possessed
this value before the production process in question and independently
of it. They entered this process as the bearers of this value, and all that
has been replaced and changed is simply its form of appearance. For
the capitalist, this part of the commodity value forms an equivalent
for the portion of the constant capital value he advanced that has been
consumed in the commodity's production. It previously existed in the
form of means of production, it now exists as a value component of the
newly produced commodity. Once the latter has been converted into
money, this value now existing in money must be transformed back
again into means of production, into its original form as determined
by the production process and by its own function within this. The value
character of a commodity is in no way changed by the function of this
value as capital.
A second portion of the commodity's value is the value of the labour
power that the worker sells to the capitalist. This is determined, just
like the value of the means of production, independently of the pro
duction process which the labour-power is to enter, and is fixed in an
act of circulation, the purchase and sale of labour-power, before this
goes into the production process. In the course of his function - the
expenditure of his labour-power - the wage-labourer produces a com
modity value equal to the value that the capitalist has to pay him for the
use of his labour-power. He ,gives the capitalist ,this value in com
modities, and the capitalist pays him the same in money. If this part of
the commodity value is for the capitalist only an equivalent for the
variable capital that he has to advance in wages, this makes absolutely
no difference to the fact that it is a commodity value newly created
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during the production process, consisting exactly like the surplus-value
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one hand, simply the equivalent for the capital laid out, and how far,

of past expenditure of labour-power. Just as little is this affected by the

on the other hand, it constitutes ' free' value that does not replace any

fact that the value of labour-power, paid by the capitalist to the worker

capital value advanced, i.e. is surplus-value. The portions of com

in the form of wages, assumes for the worker the form of a revenue, and

modity value compared from this standpoint are thereby transformed

that in this way not only is the labour-power continuously reproduced,

surreptitiously into its independent ' component parts ', and ultimately

but also the class of wage-labourers as such, and with it the basis of

into the ' sources of all value '. A further conclusion is that commodity

capitalist production as a whole.

value is composed of revenues of various kinds, or alternatively is

However, there is more to the commodity's value than the sum of

' resolved into ' these revenues, so that it is not the revenues that con

these two components. Over and above them both, there is still the

sist of commodity value, but rather the commodity value that consists

surplus-value. This has in common with the value component that re

of ' revenues '. But just as it scarcely affects the nature of a commodity

places the variable capital advanced in wages that it is a value newly

value as commodity value, or of money as money, whether it functions

created by the workers - congealed labour. It is just that it does not cost

as capital value or not, so equally a commodity value is scarcely

anything to the owner of the total product, the capitalist. This circum

altered by the fact that it goes on to function as revenue for this person

stance is what enables the capitalist to consume it completely as revenue,

or that. The commodities Smith is dealing with here are commodity

as long as he does not have to deduct parts of it for others with a stake

capital from the start (and therefore include surplus-value as well as the

in it - e.g. rent for the landlords - in which case these portions then .

capital value consumed in their production), Le. they are commodities

constitute the revenues of third parties of this kind. This same circum

produced in the capitalist manner, the result of the capitalist production

stance was also the driving motive for our capitalist to concern himself

process. This last should therefore have been the object of prior

with commodity production at all. But neither his original benevolent

analysis, together with the process of valorization and value formation

intention to hunt out surplus-value, nor the subsequent spending of

that it involves. And since the very presupposition of this is in tum

this as revenue by himself and others, affects the surplus-value as such.

commodity circulation, its presentation also requires, therefore, an

It in no way alters the fact that it is unpaid congealed labour, nor does

independent and prior analysis of the commodity. * Even when Smith

it alter its size, which is determined by quite other factors
Given that Adam Smith already wanted to concern himself in deal
ing with commodity value with the roles that the various parts of this

in his ' esoteric ' aspect occasionally comes up with something correct,
he takes account of value formation only in connection with the
analysis of commodities, i.e. the analysis of commodity capital.

play in the overall process of reproduction, it should have been evident
that, if certain portions function as revenue, others must just as con
stantly function as capital - and on his logic, this means that these
should also have been described as constituent parts of the commodity
value, or parts into which it is resolved.
Adam Smith identifies commodity production in general with
capitalist commodity production ; the means of production are ' capital '
from the beginning, labour is wage-labour, and hence :
' The number of useful and productive labourers . · . . is everywhere in

proportion to the quantity of capital stock which is employed in setting
them to work ' (Introduction, p. 105).

In short, the various factors of the labour process - objective and
personal - appear from the start in the character masks of the era of
capitalist production. The analysis of commodity value therefore
directly coincides with the question

as to how far this value is, on the

3.

L A T ER W R I T E R S 7

Ricardo reproduces Adam Smith's theory almost verbatim :
' It must be understood that all the productions of a country are
consumed ; but it makes the greatest difference imaginable whether
7. The passage which extends from here to the end of this chapter is an addition
from Manuscript I I.
*This is of course Marx's own procedure in Capital, Volume 1 of which com
mences with the analysis of ' Commodities and Money' (Part One), and continues
with the all-round analysis of the capitalist production process. The separate text
on • The Results of the Immediate Process of Production', published in the present
edition as an appendix to Volume 1, analyses commodities produced in the capitalist
manner as this ' result " and this lays the basis for the analysis of capital circulation
in Volume 2.
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they are consumed by those who reproduce, or by those who do not
reproduce another value. When we say that revenue is saved, and added
to capital, what we mean is, that the portion of revenue, so said to be
added to capital, is consumed by productive instead of unproduc
tive labourers ' (Principles, p. 1 69, note [pelican edition]).
In point of fact Ricardo completely accepted Smith's theory of the
resolution of commodity price into wages and surplus-value (or vari
able capital and surplus-value). What he takes issue with Smith over are
(1) the components of surplus-value : he eliminates ground-rent as a
necessary element of it ; (2) Ricardo breaks down commodity price into
these components. The magnitude of value thus comes first. He takes
the sum of the components as a given magnitude, rather than deriving
the magnitude of value of the commodity after the event by adding
together its components, as Smith often does, even against his own
better judgement.
Ramsay remarks against Ricardo :
' He seems always to consider the whole produce as divided between
wages and profits, forgetting the part necessary for replacing fixed
capital ' (An Essay on the Distribution of Wealth, Edinburgh, 1 836, p.
174).
What Ramsay understands by fixed capital is what I call constant
capital :
' Fixed capital exists in a form in which, though assisting to raise the
future commodity, it does not maintain labourers ' (ibid., p. 59).
Adam Smith baulked at the logical conclusion of his resolution of
commodity value, and thus of the value of the annual social product,
into wages and surplus-value, i.e. simply into revenue : the conclusion
that the total annual product could then be entirely consumed. It is
never the original thinkers who draw the absurd conclusions. They
rather leave this for the Says and MacCullochs.
Say certainly has an easy time of it. What is for one person an ad
vance of capital is for the other revenue and net product, or was· so at
least ; the distinction between gross and net product is purely subjective,
and
' thus the entire value of all products has been distributed in society as
revenue ' (Traite d'economie politique, 1 8 1 7, II, p. 64). ' The total value
of any product is composed of the profits of the landlords, the capital
ists and the artisans ' (thus wages figure here as projits des industrieux
[artisans' profits] !) ' who have contributed to its production. This means
that the society's revenue is equal to the gross value produced, and not
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as the sect of economists ' (the Physiocrats) ' believed, only equal to the
net product of the soil ' (p. 63) [Marx's emphasis].
This discovery of Say's was taken over by Proudhon, among others.
Storch also accepts Adam Smith's doctrine in principle, but finds the

application made of it by Say to be untenable.
' If it is held that the revenue of a nation is equal to its gross product,
i.e. that no capital ' (he should say no constant capital) ' needs to be
deducted, it must also be conceded that this nation can consume the
entire value of its annual product unproductively, without making the
least inroad on its future revenue . . . The products that compose the'
(constant) ' capital of a nation are not consumable ' (Storch, Considera
tions sur la nature du revenu national, Paris, 1842, pp. 1 47, 1 50).
Storch has forgotten to tell us how the existence of this constant
portion of capital fits in with the analysis of prices that he has taken
over from Smith, in which commodity value contains only wages and
surplus-value, but no portion of constant capital. It is only through Say
that he realizes that this price analysis leads to absurd results, and his
own last word on it is ' that it is impossible to resolve the necessary
price into its simplest elements ' (Cours d'economie politique, Peters
burg, 1 8 15, II, p. 141).
Sismondi, who deals particularly with the relation between capital
and revenue, and in actual fact makes his particular conception of this
relationship the differentia specijica of his Nouveaux Principes, did not
utter a single scientific word or contribute one jot or tittle to the ex
planation of the problem.
Barton, Ramsay and Cherbuliez* make attempts to go beyond Smith's
conception. They fail because they pose the problem one-sidedly from
the start, by not clearly separating the distinction between constant and
variable capital from the distmction between fixed and circulating
capital.
John Stuart Mill, too, reproduces the doctrine handed down by
Adam Smith to his successors, with his customary air of self-impor
tance.
The result is that Smith's confusion persists to this day, and his
dogma forms an article of orthodox belief in political economy.
* Antoine-Elise Cherbuliez, a Swiss economist influenced by both his compatriot
Sismondi, and Ricardo. See Theories ofSurplus- Value, Part I I I, Chapter X X I I I.
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immaterial, for the movement of the individual capital, what later be

Chapter 20 : Simple Reproduction

comes of this commodity. With the movement of C' .

. .

C', on the other

hand, the preconditions for social reproduction can be immediately
recognized from the fact that it is necessary to demonstrate what be
comes of each portion of the value of this overall product C'. The over
all process of reproduction here includes the consumption process

mediated by circulation, just as much as the reproduction of capital
itself.

For our present purpose, in fact, the process of reproduction has to

be considered from the standpoint of the replacement of the individu�l

1 . FORMULATION O F THE PROBLEM 1

components of C' both in value and in material. We can no longer

If we consider the result of the annual functioning of the social capital 

individual capital, with the

that is of the total capital of which the individual capitals are only

fractions, their movement being both an individual movement and at

the same time an integral link in the movement of the total capital -

if we consider therefore the commodity product which the society sup
plies in the course of the year, we shall necessarily be able to see how

the reproduction of the social capital proceeds, what characteristics

distinguish this reproduction process from the reproduction process of

content ourselves, as with the value analysis of the product of the

assumption

that the individual capitalist

first converts the components of his capital into money by selling his

commodity product, and can then transform this back into productive
capital by repurchasing his elements of production on the commodity

market. These elements of production, in so far as they are of the ob

jective kind, form as much a component of the social capital as the
individual finished product that is exchanged for them and replaced by

them. On the other hand, the movement of the part of the social com

an individual capital, and what characteristics are common to both.

modity product that is consumed by the worker in spending his wage,

replace capital, social reproduction, and the parts that accrue to

integral link in the movement of the total product, but is also inter

The annual product includes both the parts of the social product that

the consumption fund and are consumed by workers and capitalists :

i.e. both productive and unproductive consumption. This consumption
thus includes the reproduction (Le. maintenance) of the capitalist class

and the working class, and hence too the reproduction of the capitalist

and by the capitalist in spending surplus-value, not only forms an

woven with the movements of the individual capitals, so that its course,
too, cannot be explained by being simply presupposed.

The immediate form in which the problem presents itself is this. How

is the

capital consumed in

production replaced in its value out of the

character of the entire production process.

annual product, and how is the movement of this replacement inter

.P.

wages by the workers ? What we are dealing with first of all is reproduc

The form of circulation that we have to analyse is evidently
C

,_ M-C .

{

m-c

.

.

. C'
,

and consumption necessarily plays a role in this ; for the starting-point
C'

=

C+c,

the commodity capital, includes not only constant and

variable capital value, but also surplus-value. This movement thus en

compasses both individual consumption and productive consumption.

In the circuits

M-C .

. .

P. .

.

C'-M' and

P

. .

. C'-M'-C . .

.

P, the move

ment of capital is both the starting-point and the concluding point, and
this certainly also involves consumption, for the commodity, the pro

duct, has to be sold. But once this is assumed to have happened, it is
1. From Manuscript I I.

twined with the consumption of surplus-value by the capitalists and of

tion on a simple scale. Moreover, we assume not only that products are

exchanged at their values, but also that no revolution in values takes
place in the components of the productive capital.

In as much as

prices

diverge from values, this circumstance cannot exert any influence on

the movement of the social capital. The same mass of products is ex
changed afterwards as before, even though the value relationships in

which the individual capitalists are involved are no longer proportion

ate to their respective advances and to the quantities of surplus-value
produced by each of them. As far as revolutions in value are concerned,

they change nothing in the relations between the value components of
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the total annual product, as long as they are generally and evenly
distributed. In so far as they are only partially and unevenly distribu
ted, they represent disturbances which, firstly, can be understood only

divergences from value relations that remain
secondly, however, given proof of the law that one part of

if they are treated as
unchanged ;

the value of the annual product replaces constant capital, and another
variable capital, then a revolution, either in the value of the constant
capital or in that of the variable, would in no way affect this law. It
would alter only the relative magnitudes of the portions of value that
function in one or the other capacity, because different values would
have appeared in place of the original values.
As long as we were dealing with capital's value production and the
value of its product individually, the natural form of the commodity
product was a matter of complete indifference for the analysis, whether
it was machines or corn or mirrors. This was always simply an ex
ample, and any branch of production whatever could equally serve as
illustration. What we were dealing with then was the actual immediate
process of production, which presented itself at each turn as the process
of an individual capital. In so far as the reproduction of capital came
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not remain absolutely the same in different years (which is what is
assumed here). The supposition is that a social capital of a given value
supplies the same mass of commodity values and satisfies the same
quantity of needs in both the current year and the previous year, even
if the forms of the commodities may change in the reproduction pro
cess. But since, when accumulation takes place, simple reproduction
still remains a part of this, and is a real factor in accumulation, this can
also be considered by itself. Moreover, the value of the annual product
may decrease, even though the volume of use-values remains the same;
the value may remain the same, even though the volume of use-values
declines ; the value and volume of the use-values reproduced may de
crease simultaneously. What emerges from all this is that reproduction
either takes place under more favourable circumstances than pre
viously, or under more difficult ones, and the latter may result in an
incomplete - defective - reproduction. All this can affect only ,the
quantitative aspect of the various elements of reproduction, and not the
role that they play in the total process as capital reproducing itself or as
reproduced revenue.

into consideration, it was sufficient to assume that the opportunity
arose within the circulation sphere for the part of the product that

represented capital value to be transformed back into its elements of
production, and therefore into its shape as productive capital, just as
we could assume that worker and capitalist found on the market the
commodities on which they spent their wages and surplus-value. But
this purely formal manner of presentation is no longer sufficient once
we consider the total social capital and the value of its product. The
transformation of one portion of the product's value back into capital,
the entry of another part into the individual consumption of the capital
ist and working classes, forms a movement within the value of the
product in which the total capital has resulted ; and this movement is
not only a replacement of values, but a replacement of materials� and
is therefore conditioned not just by the mutual relations of the value
components of the social product but equally by their use-values, their
material shape.
2 Simple

reproduction on the same scale seems to be an abstraction,

-both in the sense that the absence of any accumulation or reproduction
on an expanded scale is an assumption foreign to the capitalist basis,
and in the sense that the conditions in which production takes place do
2. From Manuscript V I I I.

2. THE T W O D E P ARTMENTS OF S O C I A L P R O D U C T I O N 3
The society's total product, and thus its total production process,
breaks down into two great departments :
I.

Means of production :

commodities that possess a form in which

they either have to enter productive consumption, or at least can enter
this.
I I.

Means of consumption : commodities that possess a form in which

they enter the individual consumption of the capitalist and working
classes.

In each of these departments, all the various branches of production
belonging to it form a single great branch of production, one of these
being that of means of production, the other that of means of con�
�l}es . of
sumption. The total capital applied in each of these two t-production forms a separate major department of the social capital.

In each department, the capital has two components :

(1) Variable capital. As far as its value goes, this is equal t o the value
of the social labour-power applied in this branch of production, i.e. the
3. Mainly from Manuscript I I. The schema from Manuscript V I I I.
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sum of the wages paid for it. Considered in its material aspect, it con
sists of self-acting labour-power itself, i.e. of living labour set in motion
by this capital value.
(2) Constant capital. This is the value of all the means of production
applied to production in this branch. It breaks down in turn into fixed
capital : machines, instrwnents of labour, buildings, draught animals,
etc. ; and circulating constant capital : materials of production, such as
raw and ancillary materials, semi-finished goods, etc.
The value of the total annual product created in each of these two
departments with the aid of this capital breaks down into a component
that represents the constant capital c consumed in its production, only
its value being transferred to the product, and the portion of value that
is added by the overall annual labour. This last breaks down again into
the replacement of the variable capital v advanced and the excess over
it that forms the surplus-value s. Just as with the value of any individual
commodity, so that of the total annual product of each department also
breaks down into c + v+s.
The value component c, which represents the constant capital con
sumed in the course of production, is not the same thing as the value of
the constant capital applied in production. The materials of production
are certainly completely consumed, and their value is therefore entirely
transferred to the product. But only a part of the fixed capital is en
tirely consumed, its value thereby being transferred to the product.
Another part of the fixed capital in machines, buildings, etc. continues
to exist and to function just as before, even if its value is diminished by
the annual wear and tear. This part of the fixed capital that continues
to function does not exist for us when we consider the value of the
product. It forms a part of the capital value that is independent of this
newly produced commodity value and is present alongside it. This was
already shown when we considered the value of the product of an
individual capital (Volume 1, Chapter 8, pp. 31 1-12). Here, however,
we must set aside for the time being the mode of consideration used
there. We saw in dealing with the product of an individual capital how
the value subtracted from the fixed capital by wear and tear is trans
ferred to the commodity product created during the period of this de
preciation, irrespective of whether or not a part of this fixed capital is
replaced in kind during this period out of this transferred value. Here,
however, in dealing with the total social product and its value, it is
necessary to abstract at least provisionally from the portion of value
transferred to the annual product during the year by the wear and tear
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of the fixed capital, in as much as this fixed capital is not replaced
again in kind in the course of the year. In a later section of this chapter
[section 9], we shall discuss this point separately.
*

For our investigation of simple reproduction, we intend to use the
following schema, in which c
constant capital, v
variable capital,
=

s

=

=

surplus-value, and the rate of valorization � is taken as 1 00 per cent.

v

The figures may be in millions of marks, francs or pounds sterling.
I. Production of means of production :
Capital 4,000c+ 1,000v
5,000.
Commodity product 4,000c+ l ,000v + l ,000s
6,000,
existing in the form of means of production.
II. Production of means of consumption:
Capital 2,000c+ 500v
2,500.
Commodity product 2,000c+ 500v + 500s
3,000,
existing in means of consumption.
Thetotal annual commodity product, taken together, is thus :
I. 4,000c+ l ,000v + l ,000s
6,000 means of production.
II. 2,000c+ 500v+ 500s
3,000 means of consumption.
The total value is 9,000, the fixed capital that continues to function
in its natural form being excluded by our assumption.
If we now investigate the transactions necessary on the basis of simple
reproduction, i.e. where the whole surplus-value is unproductively
consumed, and ignore in the first instance the monetary circulation that
mediates these, we gain from the outset three important clues towards
further developments.
1 . The 500v of workers' wages in department II, and the 500s surplus
value of the capitalists in the same department, must be spent on means
of consumption. But their value exists in the means of consumption to
a value of 1 ,000 that restore to the capitalists of department I I the 500v
they advanced, and represent besides this their 5OOs' The wages and
surplus-value in department II are thus converted within department
I I into the product of department II. (500v + 5OOs)II
1,000 in means
of consumption thereby drops out of the total product.
2. The 1 ,000v+ 1 ,000s in department I must likewise be spent on
means of consumption, i.e. on the products of department I I. It must
therefore be exchanged for the remaining part of this product, repre
senting constant capital, to the equal amount of 2,oooc. Department II
=

=

=

=

=

=

=
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receives for this an equal sum in means of production, the product of
department I, which embodies the value of 1 ,000v+ 1 ,000s in depart
ment I. In this way, 2,000 l Ie and (1,OOOv+ 1 ,000s)1 drop out of the
account.
3. There still remains 4,000 Ie. This consists of means of production
that can only be used in department I and serve to replace the constant
capital consumed there ; they are therefore disposed of by mutual ex
change among the individual capitalists of department I, just as the
(500v + 500s)II is disposed of by exchange between workers and capital
ists, or between individual capitalists, in department II.
This is simply temporary, for the better understanding of what
follows.

3. E X C H A N G E B E T W E E N T H E T W O D EP AR T M E N T S :
I(v + s) A G A I N S T I Ie4

We begin with the major exchange between the two departments.
(1 ,000v + 1 ,000s)l, values that exist in the hands of their producers in
the natural form of means of production, are exchanged for 2,000 l Ie'
values that exist in the natural form of means of consumption. The
capitalist class in department II thereby converts its constant capital of
2 000 from the form of means of consumption back into that of means
o production for these means of consumption, into a form in which it
can function afresh as a factor of the labour process and as a constant
capital value for the process of valorization. On the other hand, the
equivalent for labour-power in department 1 (1 ,000 Iv) and for the
surplus-value of the capitalists in this department (1,000 Is) is thereby
realized in means of consumption ; both of these are converted from
their natural form of means of production into a natural form in which
they can be consumed as revenue.
This mutual exchange is brought about by a money circulation, which
both mediates it and makes it harder to comprehend, even though it is
of decisive importance, since the component of variable capital must
always reappear in the money form, as money capital which is converted
from the money form into labour-power. Variable capital must be
advanced in the money form in all the branches of production simul
taneously pursued alongside one another across the entire surface of
the society, irrespective of whether these belong to departments I or II.

f

4. From here on, again Manuscript VI II.
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The capitalist buys labour-power before it enters the production pro
cess, but pays for it only at a prearranged date, after it has already been
spent in the production of use-values. Just like the remaining portion
of the product's value, so the part of this that is simply an equivalent
for the money spent in payment for labour-power, the value portion of
the product that represents the variable capital value, also belongs to
the capitalist. In this particular portion of value, the worker has sup
plied the capitalist with the equivalent for his wage. However, it is the
transformation of the commodity back into money, its sale, that again
restores to the capitalist his variable capital as money capital, which he
can advance once more in order to purchase labour-power.
In department I, the collective capitalist has already paid the workers
£1 ,000, i.e. 1 ,000v (I say ' £ ' simply to denote that this is value in the
'
money form), for the v-component of the value of a product of depart
ment I, i.e. of the value of the means of production produced by those
workers. The workers use this £1 ,000 to purchase means of consumption
of the same value from the capitalists in department I I, and thereby
transform half of department I I's constant capital into money . The
capitalists in department I I, for their part, use this £1 ,000 to buy means
of production to the value of 1 ,000 from the capitalists in department I ;
as a result of this, the variable capital value,
1 ,000v, which existed as
a part of department I's product in the natural form of means of produc
tion, is transformed back again into money, and can now function once
more in the hands of the department I capitalists as money capital to
be converted into labour-power, i.e. into the most essential element of
productive capital. In this way, through the realization of one part of
their commodity capital, their variable capital flows back to them in
the money form.
As far as money is concerned, i.e. the money needed to exchange
the s-component of department I's commodity capital for the second
half of department I I's constant capital component, it may be advanced
in various ways. In actual fact, this circulation comprises countless
individual purchases and sales by individual capitalists in the two
departments, and the money for this must in all circumstances originate
from these capitalists, since we have already accounted for the money
cast into circulation by the workers. At one time, a capitalist in cate
gory 1 I may use the money capital that he has alongside his productive
capital to purchase means of production from the capitalists of
category I, while on another occasion a capitalist from category 1
may buy means of consumption from the capitalists of category I I
=
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with the part of his money fund that is ear-marked for personal ex
penses, rather than for capital expenditure. As we have already shown
in Parts One and Two, certain reserves of money - whether for capital
advance, or for expenditure of revenue - must always be taken as
present in the hands of the capitalists alongside their productive capital.
Let us assume that half the money is advanced by the capitalists in
department II, on the purchase of means of production to replace their
constant capital, the other half spent by the capitalists in department I
on consumption - the proportions are quite immaterial for our present
purpose. Then department II advances £500 and uses this to purchase
means of production from department I, so that, including the above
£1 ,000 coming from department I's workers, it has replaced three
quarters of its constant capital in kind ; department I uses the £500 re
ceived in this way to buy means of consumption from department II,
so that half of that part of its commodity capital that consists of s has
gone through the circulation c-m-c and this, its product, has been
realized in a consumption fund. By this second process, the £500 re
turns to the hands of the department II capitalists as money capital
which department II possesses alongside its productive capital. On the
other hand, department I anticipates the sale of half the part of its
commodity capital that is still in store as a product, with a money ex
penditure to the sum of £500 for the purchase of means of consump
tion from department I I. The same £500 enables department II to buy
further means of production from department I and thereby replace its
entire constant capital (1 ,000+ 500+ 500
2,000) in kind, while
department I has realized its entire surplus-value in means of con
sumption. All in all, an exchange of commodities amounting to £4,000
has taken place with a monetary circulation of £2,000, this latter sum
only being as high as it is because the entire annual product is depicted
as having been exchanged all at once in a few large amounts. All that is
important here is the fact that department I I does not only convert the
constant capital, reproduced by it in the form of means of consumption,
back into the form of means of production, but, on top of this, the
£500 that it advanges to the circulation sphere to acquire means of pro
duction returns to it ; in the same way, department I not only recovers
possession of its variable capital, which it reproduced in the form of
means of production, in the money form, as money capital which is
directly convertible back into labour-power, but besides this, the £500
that it spent before the sale of the surplus-value part of its capital, on
Durchasing means of consumption in anticipation, also flows back to
=
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it. However, it does not flow back through this actual expenditure, but
rather through the subsequent sale of the part of its commodity product
that bears half its surplus-value.
In these two cases, not only is the constant capital of department I I
converted from the product form back into the natural form o f means
of production, in which alone it can function as capital ; and similarly
not only is the variable component of capital in department I converted
into the money form and the surplus-value part of the means of produc
tion in department I converted into a form consumable as revenue.
Besides all this, the £500 of money capital that department II advanced
on the purchase of means of production, before it had sold the com
pensating part of the value of its constant capital - present in the form
of means of consumption - flows back to i t ; and there flows back to
department I the £500 that it had spent in anticipation on the purchase
of means of consumption. If the money that department II advanced
on the account of the constant part of its commodity product, and
department I on the account of a part of the surplus-value in its com
modity product, flows back to them, this is simply because the one class
of capitalists casts into circulation, besides its constant capital existing
in the commodity form of department II, £500 in money, and the other
class £500 over and above its surplus-value existing in the commodity
form of department I. Ultimately, the two departments pay one another
fully by the exchange of their respective commodity equivalents. The
money that they cast into circulation over and above the total value of
their commodities, as a means for exchanging these commodities, re
turns to each of them from the circulation sphere to the exact amount
that each of the two cast into it. Neither has become a farthing richer
from all this. Department II had a constant capital of 2,000 in the form
of means of consumption, and 500 in money; it now has 2,000 in the
form of means of production, and 500 in money as before. Similarly
department I has, as before, a surplus-value of 1,000 (now transformed
from its own commoditirs, means of production, into a consumption
fund), and 500 in money; The general conclusion that follows, as far as
concerns the money that the industrial capitalists 'cast into circulation
to mediate their own commodity circulation, is that whether this is
advanced on the account of the constant value portion of their com
modities, or on the account of the surplus-value existing in these com
modities in so far as it is spent as revenue, the same amount flows back
to the respective capitalists as they themselves advanced for the mone
tary circulation.
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As far as the re-transformation of department I's variable capital
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ment for labour-power must be spent by them by and large on means

into the money form is concerned, this exists for the capitalists in

of consumption, and since, on the supposition of simple reproduction,

modity form in which their workers have supplied it to them. They have

means of consumption, it is evident at first glance that the workers in

department I, after they have laid it out on wages, firstly in the com

paid it out to the workers in the money form as the price of their labour

power. They have in this way paid out the value component of their

commQdity product that is equal to the variable capital laid out in

money. This is why they are also the owners of this part of the com

the s-component of commodity values is also spent as revenue on

department II use the wages received from the department

II capitalists

to buy back a part of their own product - a part corresponding in extent

to the money value they receive as wages. In this way, the capitalist class

of department

II re-transform the money capital they have advanced in

modity product. But the section of the working class that they employ

payment for labour-power into the money form ; it is just

duced. The variable capital advanced in money for the payment of

realize such tokens by purchasing a part of the commodity product

ment I. It is transferred by the purchases of the workers into the hands

return to the hands of the capitaiists ; in our case, however, the tokens

is not the buyer of the means of production they have themselves pro

labour-power thus does not directly return to the capitalists of depart

as if they had

paid the workers in mere tokens of value. As soon as the workers

produced by them and belonging to the capitalists, these value tokens

of the capitalist producers of the commodities needed by and generally

not only represent value, but actually possess value in their material

ists of department I I, and it is only by this detour, by being first em

particular kind of reflux of the variable capital advanced in the money

accessible to the working-class milieu, i.e. into the hands of the capital
ployed by these for the purchase of means of production, that it returns

to the hands of the department I capitalists.

The result of all this is that, in the case of simple reproduction, the

existence as gold or silver. We shall later investigate more closely this

form, which takes place through the process in which the working
class appears as buyer and the capitalist class as seller. [See section 5

below.] What matters here is a different point which must be dealt with

value components v + s of the commodity capital in department I (and

in discussing this reflux of the variable capital back to its starting-point.

commodity product) must be equal to the constant capita]

most diverse branches of industry, but as far as its products go these

therefore a corresponding proportionate part of department I's total

lie similarly

precipitated out by department I I as a proportionate part of its total

commodity product ; in other words, I(v +s)

=

IIc.

Department

II

of the annual commodity production consists of the

may be broken down into two major subdivisions :

(a) Those means

of consumption that enter the consumption of the

working class, and, in so far as they are necessary means of subsistence,
also form part of the consumption of the capitaJist class, even if this

4.

E X C H A N G E W I T H I N D E P A R T M E N T I I . N E C E S SARY
MEANS OF SUBSISTENCE AND LUXURY ITEMS

O f the value of the commodity product i n department

I I, w e still have

to investigate the components v + s. This does not bear on the most

important question we are dealing with here : the extent to which the
breakdown of the value of each individual capitalist commodity pro
duct into

c+ v+s

holds also for the value of the total annual product,

even if mediated by a different form of appearance. That question is

resolved by the exchange of I(v + s) against

lIe'

on the one hand, and by

the reproduction of Ie in the annual commodity product of department

I

on the other, something that will be left for later investigation. [See

section 6 beloW.] Since lI(v + s) exists in the natural form of items of con

sumption, since the variable capital advanced to the workers in pay-

part is different in both quality and value from that of the workers.

This whole subdivision can be classified for our present purpose under

the heading : necessary means of consumption, and in this connection it

is quite immaterial whether a product such as tobacco, for example, is

from the physiological point of view a necessary means of consumption
or not ; it suffices that it is such a means of consumption by custom.

(b) Luxury means of consumption, which enter the consumption only

of the capitalist class, i.e. can be exchanged only for the expenditure of

surplus-value, which does not accrue to the workers.

As far as the first category goes, it is evident that the variable capital

advanced in the production of the kinds of commodities pertaining to

it has to flow directly back in the money form to the section of capital
ists in department

II

(i.e. the capitalists in l Ia) who produce these

necessary means of subsistence. They sell these to their own workers to
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the amount of the variable capital paid the latter in wages. This reflux
is a direct one for subdivision (a) of the capitalist class in department
II as a whole, no matter how numerous may be the transactions be
tween the capitalists in the various component branches of industry by
which this reflux of variable capital is proportionately distributed.
These are processes of circulation in which the means of circulation are
directly supplied by the money spent by the workers. It is different,
however, with subdivision I Ib. The component of the value product
with which we are dealing here, IIb( v+s) , exists entirely in the natural
form of luxury items, i.e. items that the working class can as little buy
as they can buy the commodity value Iv existing in the form of means of
production ; even though these luxury items are, like the means of pro
duction, products of the workers concerned. The reflux by which the
variable capital advanced in this subdivision returns to the capitalist
producers in its money form cannot be a direct one, therefore, but has
to be mediated in a similar way to the case ofIv '
Let us assume, as above, that for department II as a whole, v = 500,
s = 500 ; but that the variable capital and the surplus-value corre
sponding to it is distributed as follows :
Subdivision (a), necessary means of subsistence : v = 400, s = 400 ;
i.e. a quantity of commodities in the form of necessary means of con
sumption to the value of 400v+ 400s = 800, or I Ia (400v+400s)'
Subdivision (b), luxury items to the value of 100v+ 100s = 200, or
IIb (100v + 100s).
,
The workers in IIb have received 100 in money in payment for their
labour-power, let us say £100 sterling ; they use this to buy means of
consumption to the sum of 100 from the capitalists in I Ia. This class of
capitalists then buys 100 worth of commodities IIb, and in this way the
variable capital of the capitalists in lIb flows back to them.
The capitalists in IIa already have their 400v back in the money form,
as a result of exchange with their own workers ; of the part of their pro
duct that represents surplus-value, moreover, a quarter has been passed
to the workers in l Ib, and, in exchange for this, I Ib (lOOv) in luxury
goods have been withdrawn.
If we now suppose that the capitalists in I Ia and IIb divide their
expenditure of revenue in the same proportions between necessary
means of subsistence and luxury items, i.e. if we assume that both of
them spend ! of their revenue on necessary means of subsistence and
t- on luxuries, then this means that the capitalists in subdivision I Ia
spent ! of their surplus-value revenue of 400s on their own products,
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necessary means of subsistence, i.e. 240 ; and i = 1 60 on luxury articles.
The capitalists of subdivision IIb divide their surplus-value = 1 00s in a
similar way : ! = 60 on necessities and i = 40 on luxuries, these
latter being produced and exchanged within their own subdivision. *
We shall now see how the 1 60 of luxury items received for (IIa)s
flows to the capitalists in IIa. Out of (IIa)400s in the form of necessary
means of subsistence, we already saw how 100 was exchanged for an
equal sum of (IIb)v existing in luxury articles ; a further 60 has then to
be exchanged for (lIb)60s in luxuries. The whole account at the start is
IIa : 400v + 400s; IIb :1 00v + 100s'
1 . 4OOv(a) is consumed by the workers in IIa, whose product (neces
sary means of subsistence) it forms part of; the workers buy this from
the capitalist producers in their own subdivision. In this way £400 in
money flows back to these capitalists, the variable capital value of 400
that they paid to their own workers ; this can now be used to buy
labour-power again.
2. A part of the 400sCa) equal to the 100v(b), i.e. one quarter of the
surplus-value (a), is realized in luxury items in the following way. The
workers in (b) receive £100 as wages from the capitalists in their own
subdivision ; they use this to buy one quarter of sCa), i.e. commodities
that exist in the form of necessary means of subsistence. The capitalists
of (a) use this money to buy luxury articles to the same amount,
lO0vCb), i.e. half of the total luxury production. In this way, the variable
capital of the capitalists (b) flows back to them in the money form, and
they are able to begin their reproduction afresh by renewing the
purchase of labour-power, since the total constant capital of the entire
department II has already been converted by the exchange of I(v+s) for
IIe' Thus the luxury workers can sell their labour-power once again
only because the part of their own product that they creat�d as an
* Since the whole v+ s of subdivision l Ib is consumed by the capitalists, and the
workers of the two subdivisions together consume the equivalent of I Iav+ l Ib" in
the form of necessities (the product of subdivision I Ia), the consumption fund for
the capitalists of the two subdivisions, I la, + I lb. is composed of:
I Ia (necessities) : I Ia (v ' H) -(I Iav + I Ibv) (workers' consumption) = I Ia, - I Ib.;
l Ib (luxuries) : I Ib(tI + ') ;
which in this case comes to 300 I Ia + 200 IIb.
The ratio in which the department I I capitalists as a whole divide their revenue
expenditure between necessities and luxuries is thus already determined, once the
relative production of the two subdivisions and the rates of surplus-value obtain
ing in them are given ; the only additional supposition that Marx makes here,
therefore, is that the two subdivisions taken separately each divide their expendi
ture according to this already given overall average.
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equivalent for their wages has been drawn by the capitalists IIa into
their consumption fund, turned into cash. (The same applies to the sale
of labour-power in department

I,

since the

lIe

against which

I(v + s)

is

exchanged consists of both luxury goods and necessary means of sub
sistence, while what is renewed by I(v + s) are the means of production
both for luxury goods and for necessary means of subsistence.)

3.

We come now to that exchange between

(a)

and

(b)

which is

simply an exchange between the capitalists of the two subdivisions. We
have already disposed of the variable capital
surplus-value

100s in (a), as

400v

and a part of the

well as of the variable capital

100v in (b).

(lla) 1 ,600e+400v+400s 2,400
(lIb) 400e+ 100v+ 100� = 600
altogether : 2,oooe +500v+ 500s = -3,000.
Out of the 2,000 lIe in means of consumption that are exchanged for
2,000 I(v + s) ' we accordingly have 1,600 exchanged for means of pro
=

duction of necessary means of subsistence, and 400 for means of
production of luxuries.

The 2,000 �v+s) is thus itself broken down into

(800v+ 800s)l for (a).
1 ,600 in means of production for necessary means of subsistence,
and (200v + 200s)I for (b), or 400 in means of production for luxuries.
or

We further assumed that the capitalists in both cases divide their ex

An important part, not only of the means of labour proper, but also

penditure of revenue in the average ratio of % for luxuries and ! for

of the raw and ancillary materials, etc .• is the same for both subdivisions.

necessary provisions. Besides the

But as far as the exchanges of the various value components of the total

already been spent, subdivision

product

100 paid out for luxuries, which has
(a) as a whole still has a further 60 for
luxuries to come and, in the same ratio, (b) has a total of 40.
(l Ia)s is therefore divided into 240 for means of subsistence and 160
for luxuries ; 240+ 160 = 400s (lIa).
(lIb)s is divided into 60 for means of subsistence and 40 for luxuries :
60+40
100s (lIb). The latter 40 is consumed by this class out of their
own product (% of their surplus-value) ; the 60 for means of subsistence
they receive by exchanging 60 of their own surplus product for 60s(a).
=

We have therefore the following equations for the capitalist class of
II, seen as a whole (where v+s exists for subdivision (a) in

department

I Ia (400v +400s)+ l Ib (100v+ 1OOs) 1,000; through the above
described movement, 500v(a+b) is realized in 400vCa) and lOOia), and
500ia+b) is realized in 300sCa)+ 100v(b) + lO0sCb) ; a total of 1,000.
For (a) and (b), each considered by itself, we obtain the realizations :
=

(b)

_
v
_

4OO1I(a)

+

s

240ia) + 100vCb)+ 60s(b)

�

s

lO (a) +

=

l00vCb)

and propor

money ; on the other hand, as far as the realization of the

1 ,000 Is is
600 lIa and 400
lIb in means of consumption from the entire second half of lIe = 1,000
(in proportion to the size of their s). I.e. those who replace the con

concerned, here too the capitalists uniformly draw

480 (!) from 600e (lla) and 320 (t) from 400e (lib)

those who replace the constant capital of lib draw :

120 (!) from 600e (lIa) and 80 (t) from 400e (lIb)
a total of 1 ,000.

=

=

800;

200;

of this ratio between the departments and their subdivisions. This
=

200

assumption of different ratios would not change anything at all in the
conditions of the problem or its solution. The necessary result, how

constant capital of

1 ,600,

and

a constant capital of 400. The subdivisions of department

II are then as follows :

I,

tionately converts the variable capital they advanced back again into

identity is assumed here only for the sake of simplification, and the

1.000

400vCa) a

that the money capital advanced for wages is distributed evenly on the
reflux between the capitalist producers of department

ratio of variable capital to constant capital ; arbitrary also is the identity

and constant capital in the two subdivisions (although this is in no way
for

800 Iv and the 200 Iv are realized
1,000 lIe' so

through the spending of wages on means of consumption

What is arbitrarily chosen here, for both departments I and I I, is the

800

If we stick for simplicity's sake to the same ratio between variable
necessary), then we obtain for

are concerned, any division along these lines would be

stant capital of lIa draw :

necessary means of subsistence, for (b) in luxury articles) :

(a)

�v + s)

completely irrelevant. Both the above

ever, on the assumption of simple reproduction, is as follows.

0 .)

The new value product of the year's labour that is created in the

natural form of means of production (which can be broken down into

v+s) is equal to the constant capital value c in the product of the other
section of the year's labour, reproduced in the form of means of con
sumption. If it were smaller than

lIe.

then department II could not
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completely replace its constant capital ; if it were larger, then an unused
surplus would be left over. In both cases, the assumption of simple
reproduction would be destroyed.
(2.) In the annual product reproduced in the form of means of con
sumption, the variable capital v advanced in the money form can be
realized only by those of its recipients who are workers in the luxury
trades in the part of the necessary means of subsistence that at first sight
embodies surplus-value for its capitalist producers ; i.e. the v that is
laid out on luxury production is equal to a part of s corresponding to
it in value which is produced in the form of necessary means of sub
sistence, and must thus be smaller than the total s - (IIa)s' that is and it is only by realizing this v in part of s that the variable capital
advanced by the capitalist producers of luxury articles returns to them
in the money form. This is a phenomenon quite analogous to the
realization of I(v+s) in IIe ; only that in the second case, (IIb)v is realized
in a part of (IIa)s equal to it in value. These ratios remain qualitatively
decisive in every distribution of the annual social product, in as much
as this actually goes into the process of annual reproduction mediated
by circulation. I(v+s) can be realized only in I Ie, just as IIe can be re
newed only in its function as a component of the productive capital by
way of this realization ; (IIb)v, similarly, can be realized only in a part
of (IIa)s' and only in this way can (IIb)v be transformed back into its
form as money capital. It goes without saying that this applies only
to the extent that all this is really a result of the reproduction process
itself, i.e. in as much as the capitalists in I Ib do not for instance obtain
their v on credit from another source. Quantitatively, however, the
exchange between the various parts of the annual product only takes
place in the proportionate way depicted above to the extent that the
scale of production and the value ratios involved in it remain constant'
and t1�ese fixed ratios are not altered by foreign trade.
If it is now said,. in the manner of Adam Smith, that I(v+s) is resolved
into IIe, and IIe resolved into I(v+s) ' or alternatively, as he often and
still more absurdly likes to say, I(v + s) form components of the price (or
as he says ' value in exchange ') of I Ie, and I Ie forms the entire com
ponent of the value I(v+s) ' then one could say and one would in fact
have to say as well that (IIb)v can be resolved into (IIa)s' or (IIa)s into
(IIb)v, or that (IIb)v forms a component of the surplus-value of I Ia,
and vice versa ; in this way the surplus-value would be resolved into
wages or variable capital, and this variable capital would form a
' component ' of the surplus-value. This piece of absurdity is actually to
be found in Smith, in as much as he sees wages as determined by the

value of the necessary means of subsistence, and these commodity
values as determined in turn by the value of the wages (variable capital)
and surplus-value containe d in them. He is so absorbed in the fractions
into which the value product of a working day breaks down on the
capitalist basis (Le. int o v+s) that he completely forgets that it is quite
immaterial, in simple commodity exchange, whether the equivalents
that exist in various natural forms consist of paid or unpaid labour,
since in both cases they need the same amount of labour for their
production ; and that it is equally immaterial whether A's commodity is
a means of production and B's a means of consumption, whether after
its sale the one commodity has to function as a component of capital,
and the other to go into the consumption fund and be (according to
Adam) consumed as revenue. The use that the individual buyer makes
of his commodity does not fall into the sphere of commodity exchange,
of circulation, and does not affect the value of the commodity. This is
in no way altered by the fact that analysis of the circulation of the total
annual social product must deal with the specific destination in terms of
use, the consumption aspect, of the different components of that product.
In connection with the exchange, noted above, of (I Ib) v for an equal
valued portion of (IIa}s, and the further exchanges between (I Ia)s and
(I Ib)s' it is in no way assumed, whether we are dealing with the capitalists
of IIa and lIb individually or in the aggregate, that they divide their
surplus-value between necessary consumption and luxuries in the
same ratio. One person may spend more on one kind of consumption,
another person on something else. All that is presupposed on the basis
of simple reproduction is that a sum of value equal to the total surplus
value is realized in a consumption fund. The limits of this are thus
given. Within each department, one person may spend more on (a),
another person more on (b) ; though these may compensate for one
another in such a way that the capitalist class in both (a) and (b), taken
as a whole, share in each in the same proportion. The value relations,
however - the proportionate shares in the total value of the products of
department II for the two kinds of producers (a) and (b) - and therefore
also a definite quantitative ratio between the branches of production
that supply those products ....;. are necessarily given in each concrete case.
It is only the ratio taken by way of example that is hypothetical ; if a
different one is taken, then this in no way alters the qualitative aspects ;
it is only the quantitative determinations that change. If any circum
stances lead to a change in the proportionate magnitudes of (a) and (b),
then the conditions of simple reproductjon alter accordingly.
*
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Since (IIb)v is realized in an equivalent portion of (IIa)s' it follows that
as the luxury part of the annual product grows, and a rising quota of
labour-power is absorbed in luxury production, the re-transformation
of the variable capital advanced in (IIb)v into money capital that can
function anew as the money form of variable capital, and with it the
existence and reproduction of the part of the working class engaged in
IIb - their supply of necessary means of consumption - is conditioned
by the prodigality of the capitalist class, the conversion of a significant
part of their surplus-value into luxury items.
Every crisis temporarily decreases luxury consumption ; it delays and
slows down the re-transformation of (I Ib)v into money capital, so that
only a partial transformation is possible and a section of the luxury
workers are thrown onto the streets ; this leads in turn to a stagnation
and restriction in the sale of necessary means of consumption. And this
quite apart from the unproductive workers who are discharged at the same
time, workers who receive for their services a part of the luxury expendi
ture of the capitalists (they are themselves to this extent a luxury item),
and who also participate very substantially in the consumption of
necessary means of subsistence, etc. The reverse is the case in periods of
prosperity, and particularly during the phase of hyper-activity, when the
relative value of money (as expressed in commodities) already falls for
other reasons (without a real revolution in values taking place), and so
the prices of commodities rise independently of their own value. It is
then not only the consumption of necessary means of subsistence that
rises ; the working class (in which the entire reserve army of labour has
now been emolled) also takes a temporary share in the consumption of
luxury articles that are otherwise for the most part ' necessary ' only for
the capitalists. This phenomenon also provokes a rise in prices.
It is a pure tautology to say that crises are provoked by a lack of
effective demand or effective consumption. The capitalist system does
not recognize any forms of consumer other than those who can pay, if
we exclude the consumption of paupers and swindlers. The fact that
commodities are unsaleable means no more than that no effective buyers
have been found for them, i.e. no consumers (no matter whether the
commodities are ultimately sold to meet the needs of productive or
individual consumption). If the attempt is made to give this tautology
the semblance of greater profundity, by the statement that the working
class receives too small a portion of its own product, and that the evil
would be remedied if it received a bigger share, i.e. if its wages rose, we
need only note that crises are always preparecf by a period in which

Simple Reproduction 487
wages generally rise, and the working class actually does receive a
�
greater share in the part of the annual product destined fo :onsu p
and SImple ( !)
tion. From the standpoint of these advocates of sound
crisis. It thus ap
common sense, such periods should rather avert the
on� independ�nt
conditi
certain
s
involve
tion
produc
ist
pears that capital
prospenty
relatIve
the
permit
which
ons,
intenti
bad
or
good
's
of people
as a
always
er
moreov
of the working class only temporarily, and
harbinger of crisis. 5
�n the prod�cWe saw just now how the proportional relation betwe
tIOn
produc
the
and
ption
<:>f luxurIes
consum
of
items
ry
necessa
tion of
also of IIe
so
and
lIb
gives rise to the division of II(v + s) into IIa and
. 
�uantIta
the
and
er
charac
the
into (IIa)e and (IIb)e' It thereby affects
an essentIal detertive ratios of production right at the roots, and IS
.
pattern
l
overal
their
of
mining factor
.
'
as Its
ptIOn
Simple reproduction is oriented by nature to consum
the
as
s
appear
-value
surplus
of
aim. Even though the squeezing out
value - no matter
driving motive of the individual capitalist, this s.urplus. only
analYS IS,
last
the
In
here,
used
be
can
"size
tionate
what its propor
for his individual consumption.
part of any annu�l rep�oIn so far as simple reproduction is also
part at tha , thIS m?t Ive
major
the
and
duction on an expanded scale,
.
such and III OppOSItIon
as
ment
emich
of
motive
the
remains alongside
intricate, since the
.
t o 1t . In the real world the matter appears more
e capl. tal'ISt - figure
th
f
e
s-valu
partners who share the loot - the surplu
mers.
independently of him as consu

�

:

�

0

5.

G ES B Y
THE M E DI A T I O N O F T H E E X C H AN
N
O
I
T
A
L
U
C
R
I
C
Y
R
A
T
E
N
MO

�

?

ion takes place e
As w e have analysed it up to the present, circula
Ing to the follOWIng
tween the different categories of producer accord
schema.
1 . Between departments I and I I :

4,000e + 1 ,000v + 1 ,000s
+ 500v+ 500s' . .
2,000e
I I.
Ie = 2,000, whIch IS exchanged
l
of
ation
circul
the
This disposes of
for I(I,OOOv + 1,000s)'
I.

ters of Rodbertus's theory of
5. This should be noted by prospective suppor
crises. - F.E.

488 The Reproduction and Circulation of the Total Social Capital

Simple Reproduction 489

There remains the circulation of
aside for the time being the

v+s within department II (we leave
4,000 Ie). This I �v+s) is divided between the

subdivisions I Ia and l Ib as follows :

2. I I. 500v+ 500s = a(400v+400s)+b(100v+100s).
The 400vCa) circulates within its own subdivision ;

the workers paid

with it use it to buy necessary means of subsistence that they have
themselves produced from their employers, the capitalists in IIa.

l
i on products

Since the capitalists of both subdivisions spend their surplus-value
on products of IIa (necessary means of subsistence) and
of

l Ib

(luxuries),

i

of the surplus-value of

within subdivision I Ia itself; similarly

1-

(a),

i.e.

240,

is consumed

of the surplus-value in

(b)

(which was produced and is present in luxuries) is consumed within
subdivision lIb.

There still remains to be exchanged between I Ia and l Ib :

O n the part of l Ia,

160s.
On the part of l Ib, 100v+ 60s.

These cancel each other out. With the
wages, the workers in

i

transformation of the industrial capital back into money capital.
Two things are always required for commodity circulation : com
modities have to be cast into circulation, and so has money.
' The process of circulation, therefore, unlike the direct exchange of
products, does not disappear from view once the use-values have
changed places and changed hands. The money does not vanish when
it finally drops out of the series of metamorphoses undergone by a
commodity. It always leaves behind a precipitate at a point in the arena
ofcirculation vacated by the commodities ' (Volume 1 , Chapter 3, p . 208).

In the circulation between l Ie and I(v + s)' for example, we assumed
£500 was advanced for this circulation by department II. In the

that

countless circulation processes which the circulation between major
social groups of producers is resolved into, it is now one of this group

100

they receive in money as

l Ib buy necessary means of subsistence from IIa.

The capitalists in I Ia thereby receive the money they require in order to
invest

in which this department advances its capital determines that the final

reflux in the money form if> always to it, even if this is mediated by the

of their surplus-value,

= 160s, in the luxuries produced by lIb
(lOOv that remains in the hands of the capitalists of lIb as the product
replacing the wages they paid, and 60s). The schema for this is thus :
3. IIa. (400v)+(240s)
+ 160s
b.
100v+ 60s (+40s),

where the items in parentheses are those that circulate and are con
sumed only within their own subdivision.
The direct reflux of the money capital advanced in variable capital,
which takes place for the capitalists only in subdivision I Ia producing
necessary means of subsistence, is simply a manifestation, modified by
special conditions, of the general law already explained that the money
that commodity producers advance returns to them in the normal
course of commodity circulation. What also follows from this, inci
dentally, is that wherever there is a money capitalist behind the com
modity producers, and it is he who first advances the money capital to
the industrial capitalist (money capital in the strict sense of the word,
i.e. capital value in the money form), the actual point of return of this
money is the pocket of the money capitalist. In this way, even if the

and now one of that who first appears as a buyer and casts money into
circulation. Quite apart from individual circumstances, this is already
determined by the difference in the production periods and hence the
turnovers of the various commodity capitals. Department I I uses

£500

to buy means of production to this amount from department I, but the
latter uses the

£500

to buy means of consumption from I I ; the money

simply flows back to department I I, which is not made any the richer
by this reflux. Department 1 first cast

£500

into circulation in money

and withdrew commodities to the same value ; it then sold com
modities for

£500

and extracted from circulation the same amount in

£500 flows back. In point of fact, department
£500 in money and £500 in commodities, a
total of £1,000; it withdraws from circulation £500 of commodities and
£500 in money. The circulation sphere needs only £500 in money for
the conversion of both £500 in commodities (I) and £500 in commodi
money. In this way, the

I I has cast into circulation

ties (II), so whoever advanced the money for the purchase of someone

else's commodity receives it back again in the sale of his own. If it had
been department 1 that first bought commodities worth
department I I, and later sold

£500

£500

from

of commodities to department II,

this £500 would return to department I instead of to department I I.

In department I, the money invested in wages, i.e. advanced as

variable capital in the money form, does not return directly in this form,

money circulates through the hands of more or less all concerned, the

but indirectly by a detour. In department I I, on the other hand, the

mass of the circulating money belongs to the department of money

£500

capital organized and concentrated in the form of banks, etc. ; the way

for wages returns directly from the workers to the capitalists,

since this reflux is always direct where sale and purchase are repeated
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*
Let us now consider the circulation between �v + s) and l Ie from a
different point of view.
The capitalists in department I advance £1 ,000 as payment for wages ;
the workers use this to buy £1 ,000 worth of means of subsistence from

the capitalists in department I I, and these in turn use it to buy means of
production from the capitalists in department I. The variable capital
advanced by the latter has now returned to them in its monetary form,
while the capitalists in department II have transformed half of their
constant capital from the form of commodity capital back into pro
ductive capital. The capitalists in department II advance a further £500
in money to get means of production from department 1. The capital
ists in department I spend this money on means of consumption from
department I I ; this £500 thus flows back to the capitalists in department
I, who advance it afresh in order to transform the last quarter of the
constant capital they previously transformed into commodities back
into its productive natural form. This money again flows back to
department I and once more withdraws from department II means of
consumption to the same amount ; the capitalists in department II are
now as before in possession of £500 in money and £2,000 in constant
capital, though this has been newly converted from the form of com
modity capital back into that of productive capital. With £1 ,500 in
money, a commodity mass of £5,000 has been circulated.
To recapitulate :
(1) Department I pays its workers £1,000 for labour-power of the
same value ;
(2) these workers use this £1,000 to buy means of subsistence from
department I I ;
(3) department I I buys means o f production with the same money
from department I, thereby restoring department I's variable capital in
its money form ;
(4) department II uses £500 to buy means of produ.ction from depart
ment !;
(5) department I buys means of consumption from department I with
the same £500 ;
(6) department II buys means of production from department I
with this £500;
(7) department I buys means of consumption from department I I
with the £500. As a result, the £500 which department I I cast into
circulation on top of its £2,000 in commodities, and for which it did not
withdraw any equivalent in commodities, has flowed back to it. 6

* This does of course apply when department I I is taken as a whole, in contrast
to department I. But as Marx has just explained, within department II it properly
applies only to subdivision I la, producing means of subsistence that enter the con
sumption of the working class.

6. The presentation here departs somewhat from that given previously (p. 476).
There department I also cast its own £500 into circulation. H�re department II alone
supplies the additional money material needed for circulation. This however in no
way alters the principle involved. - F.E.

between the same persons in such a way that they regularly face lme
another alternately as buyer and seller of commodities. * The capitalist
in department II pays for his labour-power in money ; he thereby in
corporates the labour-power into his own capital, and it is only by this
process of circulation, which for him is simply the transformation of
money capital into productive capital, that he, as industrial capitalist,
confronts the worker as his wage-labourer. But after this the worker,
who was in the first instance the seller, the dealer in his own labour
power, now, in the second instance, confronts the capitalist, the seller
of commodities, as the possessor of money ; in this way the money laid
out by the capitalist on wages flows back to him. In so far as the sale
of these commodities does not involve swindling, etc., but equivalents
are exchanged in commodities and money, this is not a process by
which the capitalist can enrich himself. Nor does he pay the worker
twice over, first in money and then in commodities ; his money returns
to him when the worker exchanges it with him for commodities.
This money capital transformed into variable capital, i.e. the money
advanced as wages, plays a major role in actual monetary circulation.
Since the working class has to live from hand to mouth, i.e. since it
cannot give the industrial capitalists any long-term credit, variable
capital has to be advanced at the same time in money at countless
different points in society, and at definite and short lntervals, such as a
week, etc. These periods are repeated fairly rapidly, no matter how
different the turnover periods of capitals in the various branches of
industry ; though the shorter the intervals, the smaller need be the
relative size of the total sum of money cast into circulation at one stroke
through these channels. In every country of capitalist production, the
money capital advanced in this way forms a relatively decisive share in
the total circulation, and all the more so in that the same money flows
through the most varied channels and functions as means of circulation
for a myriad other businesses, before returning to its starting-point.
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The exchange process thus takes the following course :
(1) Department I pays £1 ,000 for labour-power, i.e. for a commodity
of £I ,OOO.
(2) Its workers use their wages to buy means of consumption from
department II to the amount of £1 ,000 ; i.e. commodities of £1 ,000.
(3) With the £1 ,000 received from these workers, department II buys
means of production to the same value from department I ; i.e. com
modities of £1 ,000. With this, £1 ,000 in money, as the money form of
the variable capital, has flowed back to department 1.
(4) Department II buys means of production from department I for
£500 ; i.e. commodities of £500.
(5) Department I uses the same £500 to buy means of consumption
from department I I ; i.e. commodities of £500.
(6) Department II uses the £500 to buy means of production from
department I; i.e. commodities of £500.
(7) Department I uses the £500 to buy means of consumption from
department I I ; i.e. commodities of £500.
The sum of the commodity values exchanged is £5,000.
The £500 that department II advanced for its purchases has returned
to it.
As a result :
0 .) Department I possesses variable capital in the money form to the
sum of £1 ,000, which is what it originally advanced to the circulation
sphere. It has also spent £1 ,000 on individual consumption - from its
own commodity product ; i .e. it has spent the money that it received
for the sale of means of production, amounting to the total of £1 ,000.
On the other hand, the natural form into which the variable capital
existing in the money form has to be converted - i.e. labour-power has to be maintained, reproduced by consumption, and be present once
again as the only article of trade of its proprietors, who have to sell this
if they want to live. In this way, the relationship between wage-labourers
and capitalists is also reproduced.
(2.) The constant capital of department II is replaced in kind, and the
£500 advanced to circulation by department II has returned to it.
For the workers in department I, the circulation is the simple one of
C-M-C: C ( 1 )(labour-power)-M(2 ) (£1,000, the money form of the
( )
variable capital in department I)- C 3 (necessary means of subsistence
to the sum of £1 ,000) ; this £1,000 converts into money the same value
of constant capital in department I I, existing in the commodity form as
means of subsistence.
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For the capitalists in department II, the process is C-M, the trans
formation of a part of their commodity product into the money form,
from which it is transformed back into components of their productive
capital - i.e. into a part of the means of production that they need.
In the advance of M (£500) which the capitalists in department I I
make i n order t o purchase the remaining components o f their means o f
production, they anticipate the money form o f that part of IIc that is
still in the commodity form (means of consumption). In the act M-C,
in which department II buys with M and department I sells C, depart
ment II's money is transformed into a part of its productive capital,
while 1's commodity undergoes the act C-M and is transformed into
money, although it does not represent any component of capital value,
but rather realized surplus-value which is simply spent on means of
consumption.
In the circulation M-C . . . P . . . C'-M', the first act M-C of one
capitalist is the final act C'-M' of another (or part of it) ; it is completely
immaterial for the commodity circulation itself whether this C, by
which M is transformed into productive capital, represents for its seller
(who thereby converts this C into money) the constant component of
his capital, the variable component, or surplus-value.
As far as the department I capitalists are concerned, with respect to
the component v+s of their commodity product they withdraw more
money from the circulation sphere than they cast into it. Firstly, their
£1 ,000 of variable capital returns to them ; secondly, they seI1 means of
production for £500 (see above, exchange no. 4), and this enables them
to convert half their surplus-value into cash ; then they again sell a
further £500 of means of production (exchange no. 6), the second half
of their surplus-value, and as a result their entire surplus-value has been
withdrawn from circulation in the money form. We have therefore, in
succession, (1) variable capital transformed back into money, £1 ,000 ;
(2) half of the surplus-value realized, £500 ; the other half of the surplus·
value, £500 ; a total realized of 1 ,000v+ 1 ,000s
£2,000. Even if de
partment I cast only £1 ,000 into circulation (we leave aside here the
circumstances that mediate the reproduction of Ic which will be con
'
sidered later), it has withdrawn twice the amount. Of course, the s that
has been realized (transformed into money) immediately vanishes again
into someone else's hands (department ' I I), because the money is ex
changed for means of consumption. The capitalists of department I
have withdrawn only as much in money as they cast in in commodities.
The fact that this value is surplus-value, and costs the capitalists noth=
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ing, in no way alters the value of the commodities themselves ; it is
therefore completely immaterial, as far as the exchange of values in
commodity circulation is concerned. The realization of the surplus
value in money is naturally temporary, just like all other forms that the
capital advanced passes through in its conversions. It lasts only so long
as the intervai between the transformation of department 1's commodi
ties into money and the subsequent transformation of 1's money into
II's commodities.
If the turnovers are assumed to be shorter - or, from the standpoint
of simple commodity circulation, the velocity of monetary circulation
is assumed to be greater - then still less money would be needed in order
to circulate the commodity values to be exchanged. This sum is always
determined - once the number of successive exchanges is given - by the
sum of the prices or values of the circulating commodities. The propor
tion in which this sum of values consists of surplus-value on the one
hand and capital value on the other is completely irrelevant here.
Say that in our example wages are paid four times a year in depart
1 ,000, and so £250 in money would be sufficient for
ment I. 4 x 250
the circulation of Iv-tIIc' and for the circulation between the variable
capital Iv and the labour-power of department I. In the same way, if
the circulation between Is and l Ie consisted of four turnovers, then
£250 would be sufficient for it, and therefore a total sum of money or a
money capital of £500 would be enough for the circulation of com
modities to the sum of £5,000. A quarter of the surplus-value would
then be realized four times a year, instead of half of it twice.
If in exchange no. 4 it was department I instead of department I I
that appeared as the buyer, i.e. £500 in money was spent on means of
consumption to the same value, department II would then buy means
of production with the same £500 in exchange no. 5 ; in exchange no. 6,
epartment I would use this £500 to buy means of consumption, and
In no. 7, department II would use it again to buy means of production.
Thus the £500 would ultimately return to department I, instead of
department II as before. The surplus-value is realized here by the money
spent by its capitalist producers themselves on their private consump
tion, which represents anticipated revenue, anticipated income from the
surplus-value contained in the commodities still to be sold. The
realization of surplus-value does not take place through the reflux of
the £500; for alongside the £1 ,000 in commodities Iv, department I has
cast £500 of money into circulation in connection with exchange no. 4,
and this was an additional sum, not - as far as we know - the proceeds
=

?

Simple Reproduction 495
of the sale of the commodities. When this money flows back to depart
ment I, I has simply recovered its additional money, and not realized its
surplus-value. The monetary realization of department 1's surplus
value simply involves the sale of the commodities Is in which it is con
tamed, and each time it lasts only as long as the money released by
the sale of these commodities is n0t spent again on means of consump
tion.
Department I uses its additional money (£500) to buy means of con
sumption from department I I ; this money is spent by department I,
which gets the equivalent for it in commodIties from department I I ;
the money flows back the first time through the purchase by department
II of £500 of commodities from department I. It flows back therefore
as the equivalent for the commodities sold by department I, but these
commodities cost department I nothing, they are part of its surplus
value, so that it is the money that department I itself cast into circulation
that realizes its own surplus-value. Similarly, on its second purchase (no.
6), department I again receives its equivalent in commodities from
department II. Suppose that department I I does not buy means of
production from department I (no. 7). Then department I would in
fact have paid £1 ,000 for means of consumption, and consumed its
entire surplus-value as revenue, i.e. paid £500 in its own commodities
(means of production) and £500 in money ; it would still have £500 of
its own commodities (means of production) in stock on the other hand,
but would have got rid of its £500 of money.
Department I I, on the contrary, would have transformed three
quarters of its constant capital from the form of commodity capital back
into productive capital ; but it would have one quarter left in the form
of money capital (£500), this being in fact idle money or money whose
functioning has been interrupted and which is held in abeyance. If thi,s
situation lasts too long, then department II will have to reduce th�
scale of its reproduction by a quarter. However the £500 in means of
production which department I is still saddled with is not surplus-value
in the commodity form ; it is there in place of the £500 advanced in
money, which department I possessed alongside its surplus-value of
£1 ,000 in the commcciity form. As money, this exists in an ever realiz
able form ; in the commodity form, it is temporarily unsaleable. This
much is evident, that simple reproduction - in which each element of
productive capital in both department I and department II has to be
replaced - remains possible only if the 500 golden birds return to de
partment I, which first sent them flying.
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Once a capitalist spends his money on means of consumption, he is
then done with it, it has gone the way of all flesh. (Here we are still
concerned only with industrial capitalists, who stand as the repre
sentatives for all others.) If the money flows back to him again, this
can happen only in so far as he fishes it out of the circulation sphere in
exchange for commodities - i.e. by way of his commodity capital. Just
as the value of his total annual commodity product (his commodity
capital) can be broken down into constant capital value, variable capital
value and surplus-value, so too can every element of this, i .e. the value
of every individual commodity. The realization of each of his indi
vidual commodities (the elements of his commodity product) is there
fore at the same time the realization of a certain quota of the surplus
value contained in the total commodity product. It is therefore literally
correct, in the present case, that the capitalist himself cast into circula
tion the money into which he converts his surplus-value, i.e. by means
of which he realizes it, and, what is more, by spending this on means of
consumption. What we have here of course are not the identical pieces
of money, but rather a given quantity of hard cash equal to the money
cast into circulation to cover his personal needs, or to the part of the
money needed for that purpose.
In practice this occurs in two ways. If the business was started only
within the current year, then it takes a good while, at best a few months,
before the capitalist can spend money for his personal consumption out of
his income from this actual business. He does not on this account
suspend his consumption for a moment. He advances himself money
against the surplus-value that he still has to hunt out (whether this is
advanced from his own pocket or from someone else's by way of credit).
But this money is also a circulating medium in which he can later
realize his surplus-value. In the other case, where the business has
3.lready been in regular operation for some time, payments and receipts
take place at different times of the year, but the capitalist's consump
tion, which anticipates his receipts and the level of which is fixed as a
certain proportion of his customary receipts or those estimated, still
continues without interruption. With each portion of commodities
sold, one part of the surplus-value to be made in the year is realized.
But if, out of the commodities produced in the year, no more is sold
than is needed to replace the constant and variable capital value con
tained in them, or if prices fall so that the sale of the entire annual
product realizes only the capital value advanced in it, then the antici
patory character of the money spent against future surplus-value clearly
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emerges. If our capitalist goes bankrupt, then his creditors and the
courts investigate whether his anticipated private spending stood in due
proportion to the state of his business and the customary or normal
receipts of surplus-value corresponding to it.
In relation to the capitalist class as a whole, however, the proposition
that it must itself cast into circulation the money needed to realize its
surplus-value (and also to circulate its capital, constant and variable) is
not only far from paradoxical, it is in fact a necessary condition of the
overall mechanism. For here there are just two classes : the working
class, which only disposes of its labour-power, and the capitalist class,
which has the monopoly of the means of social production, and of
money. It would rather be a paradox if, instead, it was the working
class that initially advanced the money required to realize the surplus
value contained in commodities, out of its own resources. The individual
capitalist, however, effects this advance only by acting as buyer, spend
ing money on the purchase of means of consumption or advancing
money on the purchase of elements of his productive capital, either
labour-power or means of production. He only ever parts with the
money in exchange for an equivalent. He advances money to circula
tion only in the same way that he advances commodities to it. In both
cases, he acts as the starting-point of their circulation.
The real course of events is obscured by two circumstances.
1 . The appearance of commercial capital (the primary form of which
is always money, since the merchant as such does not ,produce any
' product ' or ' commodity ') and of money capital, as the object of
manipulation of a special kind of capitalist, in the circulation process
of industrial capital.
2. The division of surplus-value - which must always exist initially in
the hands of the industrial capitalist - into different categories, the
bearers of which appear alongside the industrial capitalist as the land
lord (for ground-rent), the money-lender (for interest), etc., as well as
the government and its officials, rentiers, etc. These fellows face the
industrial capitalist as buyers, and to this extent realize his com
modities in money ; they too cast their share of ' money ' into the circu
lation sphere, and he receives this from them. What is always forgotten
in connection with this are the sources from which they originally ob
tained this money, and continue to obtain it.
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6.

THE CONSTANT CAPITAL I N DEPARTMENT 17

I t still remains for u s t o investigate the constant capital i n department
I, 4,000c' This is equal in value to the means of production consumed'
in the production of this mass of commodities, a value which reappears
in the commodity product of department I. This reappearing value,
which was not produced in the production process of department I, but
entered it the year before as constant value, as the given value of its
means of production, now exists in that entire part of the commodity
mass of department I that is not absorbed by department I I ; moreover,
the value of this commodity mass remaining in the hands of the de�
partment I capitalists is two thirds of the value of their entire annual
commodity product. If we were dealing with the individual capitalist
producing one particular means of production, we could say: He first
sold his commodity product, transformed it into money. By transform�
ing it into money, he also transformed the constant value component
of his product back into money. With this value portion transformed
into money, he then bought his means of production again from other
commodity sellers, or transformed the constant value component of
his product into a natural form in which i t could once more function as
productive constant capital. Now, however, this assumption becomes
untenable. The capitalist class in department I comprises the totality of
capitalists who produce means of production. Moreover, the commodity
product of 4,000 that remains in their hands is a part of the social
product that cannot be exchanged against any other, for there is no
such other part of the annual product. With the exception of this 4,000,
all the remainder has been disposed of. One part of it has been absorbed
by the social consumption fund, and another part has to replace the
constant capital of department I I, which has already exchanged every
thing it has available for exchange with department 1.
The difficulty is very simply resolved, when we remember that the
entire commodity product of department I consists in its natural form
of means of production, i.e. of the material elements of constant capital
itself. The same phenomenon is displayed here as previously with
department II, ' only under a different aspect. In department I I, the
entire commodity product 'consists of means of consumption ; one part
of these, measured by the wages plus surplus-value contained in this
commodity product, can therefore be consumed by its own producers.
Here in department I, the entire commodity product consists of means
7. From here on , Manuscript I I.
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different capital groups. The social capital of 7,500 is broken down into
particular portions, each invested in a particular branch of production ;
the part of the social capital value invested in each particular branch of
production consists, in its natural fow, partly of the means of produc- '
tion for each special sphere of production, partly of the labour-power
necessary and appropriately qualified for the industry in question,
modified in various ways by the division of labour, according to the
specific kind of labour that it has to perform in the sphere of produc
tion in question. The part of the social capital applied in each particular
branch of production consists once again of the sum of individual
capitals invested and independently functioning in it. This obviously
applies to both departments, I and II.
As far as concerns the constant capital value reappearing in depart
ment I in the form of its commodity product, part of this goes back
once again as means of production into the particular branch of pro
duction (or even the individual business) from which it emerged as a .
product ; e.g. corn into the production of corn, coal into coal production,
iron in the form of machines into iron production etc.
But to the extent that the partial products of which the constant
capital value in department I consists do not go directly back into their
particular - or individual spheres of production, they simply change
their place. They go in their natural form into another sphere of pro
duction of department I, while the product of these other spheres of
production of department I replaces them in kind. These products
merely experience a change of position. They all go back in again as
factors that replace the constant capital in department I, only instead of
entering one group of department I they go into another. In as much as
there is exchange here between the individual capitalists of department
I, this is exchange of one natural form of constant capital against another
natural form of constant capital, one kind of means of production
against other kinds of means of production. It is mutual exchange be
tween the different individual constant portions of capital in department
I. These products, in as much as they do not directly serve as means of
production in their own branch of production, are thus displaced from
their own point of production to another one, and mutually replace
each other in this way. in other words (as happens similarly for surplus
value in department II), each capitalist in department I withdraws the
appropriate means of production needed by him from this commodity
mass in the proportion to which he is a joint owner of this constant
capital of 4,000. If production were social instead of capitalist, it is
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evi dent that these products of department I would be no less constantly
redistributed among the branches of production in this department as
means of production, according to the needs of reproduction ; one part
directly remaining in the sphere of production from which it emerged
as a product, another part being shifted to other points of production,
and so there would be a constant to and fro between the various points
of production in this department.

7.

V A R I A B L E C A P I T A L A N D S UR P L U S - V A L U E I N T H E
T W O D EP A R T M E N T S

The total value of the means of consumption annually produced is
equal to the variable capital value reproduced in the course of the year
plus the surplus-value newly produced, in department II (i.e. the value
actually produced during the year in department 11), together with the
variable capital value reproduced in the year and the surplus-value
newly produced in department I (i.e. the value produced during the
year in department I).
On the premise of simple reproduction, therefore, the total value of
the means of consumption annually produced is equal to the annual
value product, i.e. equal to the total value produced by the labour of
the society in the course of the year, and the reason why this must be
the case is that with simple reproduction this entire value is consumed.
The total social working day breaks down into two parts : (1) neces
sary labour - this creates a value of 1 500v in the course of the year;
(2) surplus labour - this creates an additional value or surplus-value of
1500s• The sum of these values is 3,000, equal to that of the means of
consumption annually produced. The total value of the means of con
sumption produced during the year is therefore equal to the total value
that the entire social working day produces during the year, i.e. equal
to the value of the social variable capital plus the social surplus-value,
or equal to the total new annual product.
We know however that even if these two value magnitudes are equal,
this in no way means that the total value of the commodities in depart
ment II, the means of consumption, has been produced in this depart
ment of social production. They are equal because the constant capital
value that reappears in department II is equal to the value newly pro
duced in department I (variable capital value plus surplus-value) ; hence
I(v+s) can purchase the part of the product that represents constant
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capital value for its producers in department II. This explains why
even though, for the capitalists in department II, the value of their
product breaks down into c+ v+s, yet, considered from the social point
of view, the value of this product can be broken down into v+s. This
is the case, in fact, only because IIc is equal here to I(v + s) , and these two
components of the social product exchange their natural forms with one
another by way of their commodity exchange. After this conversion,
therefore, IIc exists once again in means of production and I{v + s) in
.
means of consumptIOn.
It is this circumstance that led Adam Smith to maintain that the
value of the annual product resolves itself into v+s. This (1) applies
only to the part of the annual product consisting of means of consump
tion, and (2) does not apply in the sense that this total value is produced
in department II and the value of the product is therefore the variable
capital value advanced in department II plus the surplus-value produced
in this department. It holds rather in the sense that
I I(c + v+ s) = I �v + s) + I(v + s) ,
or because IIc = I{v+s) '
It also follows that even if the social working day (Le. the labour
spent by the entire working class over a whole year), just like each
individual working day, can be simply broken down into two parts, i.e.
into necessary labour plus surplus labour, and even though - the value
produced by this working day can therefore be similarly broken down
into two parts, i.e. the portion of value with which the worker buys his
own means of reproduction, and the surplus-value that the capitalist
can spend for his individual consumption - yet, from the social stand
point, one part of the social working day is spent exclusively on the
production offresh constant capital, i .e. of products that are exclusively
destined to function in the labour process as means of production, and
therefore as constant capital in the accompanying process of valoriza
tion. On our assumption, the total social working day is represented by
a money value of 3,000, of which one third ( = 1,000) is produced in
department II, which produces means of consumption, i .e. the com
modities in which the entire variable capital value and the entire sur
plus-value of the society is ultimately realized. On this supposition,
therefore, two thirds of the social working day is applied in the pro
duction of new constant capital. Even if, from the standpoint of the
individual capitalists and workers in department I, this two thirds of the
social working day serves merely to produce variable capital value and
surplus-value; just like the other third of the social working day in
'

department II, considered from the social standpoint - and also from
the standpoint of the use-value of the product - this two thirds of the
social working day still produces only a replacement for the constant
capital consumed in the process of productive consumption, or in the
process of being consumed. Even taken by itself, this two thirds of the
working day, although the total value it produces for its producers is
equal simply to variable capital value plus surplus-value, does not pro
duce any use-value of such a kind that either wages or surplus-value
could be spent on it ; its product is a means of production.
The first thing to note is that no part of the social working day,
whether in department I or department II, serves to produce the value
of the constant capital applied and functioning in these two great
spheres of production. All that is produced here is additional value,
2,000 I(v +s ) + 1,000 I �v + s) an addition to the constant capital value of
4,000 Ic + 2,000 I Ic. The new value that has been produced in the form
of means of production is not yet constant capital. It is simply destined
to function as such in the future.
The entire product of department II - means of consumption - is
from the use-value standpoint, i.e. concretely, considered in its natural
form, the product of concrete forms of labour such as weaving, baking,
etc. which have been employed in this department. It is the product of
this labour in as much as the labour functions as the subjective element
of the labour process. As far as the constant value component of this
product of department II is concerned, however, it simply reappears in
a new use-value, in a new natural form, the form of means of con
sumption, whereas it earlier existed in the form of means of production.
Its value has been transferred by the labour process from its old natural
form to its new one. But the value of this two thirds of the value of the
product, 2,000, has not been produced by department II in the current
'

year's valorization process.
Just as, considered from the standpoint of the labour process, the
product of department I I is the result of newly functioning living labour
and its given presupposed means of production, labour realizing itself
the
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sented by a portion of the product itself. It exists in a quantity of means
of consumption to the value of 2,000
two thirds of a social working
day. This is the new use form in which it reappears. The exchange of one
part of the means of consumption, = 2,000 I Ie' for means of production
from department I, =I(I ,OOOv+ 1 ,000s), is therefore in point of fact the
exchange of two thirds of a total working day which does not form part
of this year's labour, but was performed prior to the current year, for
two thirds of the social working day newly added in the present year.
Two thirds of this year's social working day could not both be applied
in the production of constant capital and yet at the same time form
variable capital value and surplus-value for its own producers, if it
were not exchanged with a value component of the means of consump
tion annually consumed that contains two thirds of a working day
performed and realized prior to the present year. This is an exchange of
two thirds of this year's working day for two thirds of a working day
spent prior to this year, an exchange between labour-time of this year
and labour-time of a previous year. It therefore explains the riddle as to
how the value product of the entire social working day can be resolved
into variable capital value plus surplus-value, even though two thirds
of this working day was not spent on the production of objects in which
variable capital or surplus-value could be realized, but rather on the
production of means of production to replace the capital used up dur
ing the current year. This is explained by the simple fact that, con
sidered from the point of view of its value, the two thirds of department
I I's product in which the capitalists and workers of department I
realize the variable capital value plus the surplus-value produced by
them (making two ninths of the total value of the annual product) is
the product of two thirds of a social working- day spent before the current year.
The total social product of departments I and I I, means of produc-.
tion and means of consumption, is certainly, looked at from the point
of view of its use-value, its concrete, natural form, the product of this
year's labour, but only in so far as this labour is considered simply as
useful, concrete labour, not in so f: .. as it is viewed as the expenditure
of labour-power, as value-forming labour. And it is only useful, con
crete labour in the sense that the means of production have been
t��sformed into new products, the products of the current year, by the
hvmg labour added to them and operating on them. The labour of this
year, however, could not have been transformed into products without
means of production, i.e. means of labour and production materials
independent of it.
.
=

'

8.

T H E C O N S T A N T CAPITAL I N B O T H D EP ARTMENTS

A s far as concerns the value o f the total product, 9,000, and the cate
gories into which it breaks down, its analysis does not offer any greater
difficulty than that of the value of the product of an individual capital;
it is in fact identical with this.
The annual social product, taken as a whole, contains three one-year
social working days. The value expression of each of these working
days is 3,000, so that the value expression of the total product is

3 x 3,000
9,000.
Furtht?rmore, of the labour-time that has been spent prior to the
production process of the year whose product we are analysing, four
thirds of a working day was spent in department I (value product
4,000) and two thirds of a working day in department II (value product
2,000). Taken together, this is two social working days, whose value
product is 6,000. Thus 4,000 Ie + 2,000 lIe
6,000e figures as the
value of the means of production, or constant capital value, reappear
ing in the value of the overall product.
Besides, out of the one-year working day that the society has newly
added, one third is necessary labour or labour that replaces the value
of the variable capital 1,000 Iv in department I, and pays the price of
the labour applied in this department. One sixth of the social working
day is similarly necessary labour in department I I, to a value of 500.
Thus 1,000 Iv+ 500 I Iv = 1 ,500v, the value expression of half a social
working day, is the value expression of that half of the total working
day added in the year which consists of necessary labour.
Finally, one third of the total working day, a value product of 1 ,000,
is surplus labour in department I; in department I I, this surplus labour
is one sixth of a working day, a value product of 500. Together these
make up the other half of the total working day added. Thus the total
surplus-value produced 1,000 Is+ 500 Is = 1,500s.
In other words :
Constant capital component of the value of the social product (c) :
Two working days, spent prior to the current production process, a
value expression of 6,000.
Necessary labour spent during the year (v) :
Half the working day spent in the year's production, a value ex
pression of 1 ,500.
Surplus labour spent during the year (s) :
Half the working day spent in the year's production, a value ex
pression of 1,500.
=

=

=
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The value product of the year's labour (v+s)
3,000.
The value of the total product (c+ v+s)
9,000.
Thus the difficulty does not lie in analysing the value of the social
product itself. It arises when the value components of the social product
are compared with its material components.
The constant portion of value, that simply reappearing, is equal to
the value of the part of the social product that consists of means of
production, and is embodied in this part.
The new year's value product
v+s is equal to the value of the
part of the annual product that consists of means of consumption, and
is embodied in this.
But, with exceptions that are of no consequence here, means of
production and means of consumption are totally different kinds of
commodities, products quite different in their natural or use form and
therefore products of totally different varieties of concrete labour The
labour that uses machines for the production of means of subsistence
is quite different from the labour that makes machines. The total
annual working day, whose value expression is 3,000, seems to be spent
on the production of means of consumption
3,000 in which no
portion of constant capital value reappears, since this 3,000,
1 ,500v + 1 ,500s' is simply resolved into variable capital value plus
surplus-value. On the other hand, the constant capital value of 6,000
reappears in a kind of product that is completely different from the
means of consumption, i . e. the means of production, while no part of
the social working day seems to be spent in the production of this new
product ; the whole working day, rather, seems to consist simply of the
kinds of labour that do not result in means of production, but rather in
means of consumption. The riddle is already solved. The value product
of the annual labour is equal to the value of the product of department
I I, the total value of the newly produced means of consumption. But
the value of this product is three times greater than the part of the
annual labour that is spent on the production of means of consumption
(department II), Only one third of the annual labour is spent on pro
ducing these. Two thirds of the annual labour is spent on producing
means of production, i.e. in department I. The value product created in
this period in department I, equal to the variable capital value re
produced in department I plus the surplus-value, is equal to the con
stant capital value of department I I that reappears in department II in
means of consumption. These can therefore be exchanged for one
another and replace one another in kind. The total value of the means

=

=

:

=

=
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of consumption in department II is therefore equal to the sum of the
new value product in departments I and II together, or
I I(c + v + s) I(v + s) + I Ilv+s) ,
i.e. the total new value produced by the annual labour in the form of

=

v+s.

On the other hand, the total value of the means of production (I) is
equal to the sum of the constant capital values reappearing in the forms
of means of production (I) and means of consumption (II), i .e. equal to
the total constant capital value reappearing in the society's total pro
duct. This total value is, in department I, the value expression of four
thirds of a working day performed before the current production pro
cess, and two thirds in department I I, making a total of two complete

working days.
The difficulty with the annual social product, therefore, comes from
the fact that the constant portion of value is represented in a kind of
product - means of production - completely different from the means
of consumption in which the new value v+s added to this constant
portion of value is represented. It seems, therefore, as if two thirds of
the mass of products consumed - in value terms - exist once again in
a new form, as new product, without any kind of labour having been
expended by the so�iety on their production. This is not the case with
the individual capital. Each individual capitalist applies a definite con
crete kind of labour, which transforms the means of production peculiar
to it into a product. Say for example that the capitalist is involved in
engineering, the constant capital spent during the year 6,000c' the
variable capital l ,500v and the surplus-value 1 ,500s ; the product is then
9,000, and we can take it as a product of eighteen machines, each worth
500. The entire product there exists in the same form, that of machines.
(If he produces different kinds, then each of these must be dealt with
separately.) The total commodity product is the product of the labour
expended during the year in engineering, the combination of this con
crete kind of labour with its specific means of production. The various
parts of the product's value are therefore represented in this same
natural form : twelve machines contain 6,OOOc' three machines 1 ,500v,
three machines 1 ,500s' It is evident here that if the value of the twelve
machines that comprise the constant capital is equal to 6,OOOc ' this is
not because the labour embodied in these machines took place before
the engineering stage was reached and was not spent in it. The value of
the means of production for eighteen machines has not been transformed
of itself into twelve machines, it is rather the value of these twelve
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machines (which itself consists of 4,OOOc+ 1 ,OOOv+ 1 ,000s) that is equal
to the total value of the constant capital value contained in the eighteen
machines. The capitalist engineer must therefore sell twelve of the
eighteen machines in order to replace the constant capital he has spent,
that needed for the reproduction of eighteen new machines. What
would be inexplicable, rather, would be a situation in which, although
the labour applied consisted simply of engineering labour, its result was
on the one hand six machines
1,500v+ 1,5005, and on the other hand
iron, copper, screws, belts, etc. to a value of 6,000c, i.e. the means of
production of the machines in their natural form, which the individual
capitalist engineer obviously does not produce himself, but must re
place by way of the circulation process. And yet it seems at first glance
as if the reproduction of the annual social product does proceed in
such a contradictory way.
The product of an individual capital, i.e. each independently func
tioning fraction of the social capital endowed with its own life, may
have any natural form whatsoever. The only condition is that it really
should have a use form, a use-value, that stamps it as a member of .the
commodity world capable of circulation. It is completely immaterial
and accidental whether or not it can go back as a means of production
into the same production process from which it emerged as a product,
i.e. whether the part of the product's value that represents the constant
capital component possesses a natural form in which it can actually
function once again as constant capital. If not, then this part of the
pre duct's value is transformed again by sale and purchase into the
material elements of its production, and thereby reproduces the con
stant capital again in its natural form, the form in which it is capable
of fulfilling its function.
It is different with the product of the total social capital. All material
elements of the reproduction must be parts of this product in their
natural form. The portion of constant capital consumed can be re
placed by the overall production only if the entire re-appearing con
stant portion of capital reappears in the product in the natural form of
new means of production that actually can function as constant capital.
On the assumption of simple reproduction, therefore, the value of the
portion of the product that consists of means of production must be
equal to the [consumed] constant portion of the value of the social
capital,
Moreover, considered individually, all that the capitalist produces in
the value of his product, by the labour newly added to it, is his variable
=

Simple Reproduction 509
capital and his surplus-value, while the constant capital component is
transferred to the product by the concrete character of the labour newly
added.
Socially considered, however, the portion of the social working day
that produces means of production, both adding new value to them and
transferring to them the value of the means of production consumed
while they were being produced, produces nothing but new constant
capital, destined to replace that consumed in the form of the old means
of production, the constant capital consumed in both departments I
and I I. It only produces a product destined for productive consump
tion. The entire value of this product is therefore only value that
functions anew as constant capital, which can only buy back constant
capital in its natural form, and which is therefore from the social point
of view resolved neither into variable capital nor into surplus-value. On
the other hand, the part of the social working day that produces means
of consumption does not produce any part of the social replacement
capital. It produces only products that, in their natural form, are
destined to realize the value of the variable capital and the surplus
value in departments I and I I.
In speaking of the social point of view, i.e. in considering the total
social product, which includes both the reproduction of the social
capital and individual consumption, it is necessary to avoid falling into
the habits of bourgeois economics, as imitated by Proudhon, i.e. to
avoid looking at things as if a society based on the capitalist mode of
production lost its specific historical and economic character when
considered en bloc, as a totality. This is not the case at all. What we
have to deal with is the collective capitalist. The total capital appears as
the share capital of all individual capitalists together. This joint-stock
company b as in common with many other joint-stock companies that
everyone knows what they put into it, but not what they will get out
of it.

9.

A L O O K B A C K AT A D A M S M I T H , S T O R C H AND R A M S A Y

The total value of the social product is 9,000 = 6,OOOc+ 1 ,500v+ 1 ,500s;
in other words, 6,000 reproduces the value of the means of production
and 3,000 the value of the means of consumption. The value of the social
revenue (v+s) thus amounts to only one third of the value of the total
product, and the totality of consumers, both workers and capitalists,
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can withdraw commodities, i.e. products, from the total social product
and incorporate them into their consumption fund only to the amount
of this one third part of value. 6,000, two thirds of the product's value,
on the other hand, is the value of the constant capital that has to be
replaced in kind. Means of production to this amount must therefore
be reincorporated into the production fund. This is something that
Storch realizes is necessary, without being able to prove it :
' It is clear that the value of the annual product is divided in part into
capital and in part into profit, and that each of these parts of the annual
value of the product regularly goes to buy the products that the nation
needs, both to maintain its capital and to replace its consumption fund
. . . the products that constitute the capital of a nation can in no way be
consumed' (Storch, Considerations sur la nature du revenu national,
Paris, 1 824, pp. 1 34-5, 150 [Marx's emphases]).
Yet Adam Smith put forward this fanciful dogma, which is still be
lieved to this day, in the form already discussed, according to which the
entire value of the social product resolves itself into revenue, i.e. into
wages plus surplus-value, or as he expresses it, into wages plus profit
(interest) plus rent. He also put it forward in the still more popular form
that the consumers must ultimately pay the producers for the entire
value of the products. Right to the present, this remains one of the most
well-loved platitudes, or rather eternal truths, of the so-called science
of political economy. It is demonstrated in the following plausible way.
Take an article of some kind, e.g. linen shirts. First the spinner of linen
yarn has to pay the flax-grower the entire value of the flax, i.e. flax seed,
manure, animal fodder, etc., together with the portion of value that the
flax-grower's fixed capital, such as buildings, agricultural instruments,
etc., surrenders to this product ; the wages paid in the production of the
flax ; the surplus-value (profit, ground-rent) that is contained in the
flax ; finally the freight costs of the flax from its point of production to
the spinning mill. The weaver then has to reimburse the spinner of linen
yarn not only with this price of the flax, but also with the portion of
value in the machinery, buildings, etc., in other words, of the fixed
capital, that is transferred to the flax, as well as that of all ancill�ry
materials consumed during the spinning process, the wages of the spm
ners, surplus-value, etc. ; and this is then taken a stage further with the
bleacher the transport costs of the finished linen, and finally the shirt
manufa turer, who has to 'pay the whole price of all the earlier pro
ducers who have only supplied him with his raw material. In his hands,
a further addition of values takes place, partly through the constant

;
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capital value that i s consumed i n the form o f means o f labour, ancil
laries, etc. in the manufacture of shirts, and partly through the labour
spent in this process, which adds the value of the shirt-maker's wages
plus the surplus-value of the shirt manufacturer. Let the entire shirt
product now cost £100, and say that this is the share in the total value
of the annual product that the society spends on shirts. The consumers
of shirts pay £ 100, i.e. the value of all the means of production contained
in the shirts together with the wages plus surplus-value of the flax
grower, spinner, weaver, bleacher, shirt manufacturer and all trans
porters as well. This is completely correct. And this is in fact what any
child can see. But then it is further said : This is how things stand with
the value of all means of consumption, with the value of the part of the
social product that goes into the consumption fund, i.e. with the part
of the value of the social product that can be spent as revenue. The value
sum of all these commodities is moreover equal to the value of all the
means of production consumed in them (the constant capital compon
ents) plus the value that the labour last added to them has created
(wages plus surplus-value). The totality of consumers can pay this
whole value, because although the value of each individual commodity
certainly consists of c+v+s, the value sum of all the commodities that
enter into the consumption fund taken together, at its maximum, can
only be equal to the portion of the value of the social product that is
resolved into v+s, i.e. equal to the value that the labour spent during
the year has added to the means of production available - to the constant
capital value. As far as the constant capital value is concerned, how
ever, we have seen that it is replaced in two ways from the social pro
duct. Firstly by exchange between the capitalists in department II who
produce means of consumption and those in department I who ' pro
duce the means of production for them. Here is the source of the phrase
that what is capital for one is revenue for another. But this is not how
things are at all. The 2,000 lIe that exists in means of consumption to
the value of 2,000 forms constant capital value for the capitalists in
department I I. These cannot therefore consume it themselves, even
though the product has to be consumed [individually], on account of its
natural form. The 2,000 I(v +s), on the other hand, is the wages and sur
plus-value produced by the capitalists and workers in department I. It
exists in the natural form of means of production, as things in which
their own value cannot be [individually] consumed. We have here,
therefore, a value sum of 4,000, of which half simply replaces constant
capital, andhalfsimplyforms revenue, bothbefore andafterthe exchange.
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Secondly, however, the constant capital of department I is replaced
in kind, partly by exchange among the capitalists in department I,
partly by replacement in kind in each particular business.
The phrase that the entire value of the annual product must finally
be paid by the consumers would be corre.:: 'l1ly if the expressiol:
' consumers ' were taken to include two quite different kinds of con
sumer, individual consumers and productive ones. But if a part of the
product has to be consumed productively, this means nothing more than
that it has to function as capital and cannot be consumed as revenue.
If we divide the value of the total product of 9,000 into
6,000e+ 1,500v+ 1 ,500s, and consider the 3,000(v+s) simply in its capacity
as revenue, then it is the variable capital that seems to vanish, and
capital considered from this standpoint seems to consist only of con
stant capital. For what originally appeared as 1 ,500v has resolved itself
into a part of the social revenue, into wages, the revenue of the working
class, and its character as capital has therewith vanished. This con
clusion is in fact drawn by Ramsay. According to him, capital consists,
from the social standpoint, of fixed capital alone, and by fixed capital he
means constant capital, the mass of values consisting of means of
production, whether these means of production are means of labour or
materials of labour, such as raw material, work in progress, ancillaries,
etc. He calls the variable capital ' circulating' :
' Circulating capital consists only of subsistence and other necessities
advanced to the workmen, previous to the completion of the produce
of their labour . . . Fixed capital alone, not circulating, is properly
speaking a source of national wealth . . . Circulating capital is not an
immediate agent in production, nor essential to it at all, but merely a
convenience rendered necessary by the deplorable poverty of the mass
of the people . . . Fixed capital alone constitutes an element of cost of
production in a national point of view ' (Ramsay, op. cit., pp. 23-6
passim).
This fixed capital, by which he means constant capital, Ramsay ex
plains in more detail as follows :
' The length of time during which any portion of the product of that
labour ' (i.e. ' labour bestowed on any commodity') ' has existed as
fixed capital, i.e. in a form in which, though assisting to raise the future
commodity, it does not maintain labourers' (p. 59).
Here we see once again the confusion that Adam Smith wrought by
submerging the distinction between constant and variable capital in the
distinction between fixed and circulating capital. Ramsay's constant
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capital consists o f means o f labour, his circulating capital o f means of
subsistence ; both of these are in fact commodities of a fixed value - the
one is just as incapable of producing a surplus-value as the other.

ro. C A P I T A L A N D R E V E N U E : V A R I A B L E C A P I T A L A N D
WAGES 8

The overall annual reproduction, the entire product of the current year,
is the product of the useful labour of this year. But the value of this
total product is greater than the portion of its value which embodies
the annual labour, i .e. the labour-power spent during this year. The
value product of the current year, the value newly created during the
year in the commodity form, is smaller than the value of the product,
the total value of the mass of commodities produced during the year.
The difference which we obtain when we subtract from the total value
of the annual product the value that was added to it by the labour of
the current year is not value really reproduced, but simply value that
reappears in a new form of existence ; value transferred to the annual
product from value that existed beforehand, of an earlier or later date
depending on the durability of the constant capital component in
volved in the current year's social labour process. This value may de
rive from the value of a means of production which came into the world
in the preceding year or in one of a series of earlier years. It is at all
events value transferred from the means of production of previous
years to the product of the current year.
n we take our schema, we have after exchange of the elements already
dealt with between departments I and II, and within department II :
I. 4,000e+ 1 ,000v+ 1 ,000s (the latter 2,000 realized in means of con-

sumption lie) = 6,000.
II. 2,000e (reproduced by exchange with l(v +s») + 500v+ 500s = 3,000.
Sum of values 9,000.
Value newly produced during the year is to be found only in v and s.
The value product of the current year i§ thus equal to the sum of
v+s, =2,000 I(v+s) + 1,000 lI(v+s) = 3,000. All other value components
of this year's product are simply value transferred from the value of
earlier means of production that have been consumed in the current
year's production. Besides this value of 3,000, the current year's labour
has produced nothing more; this is its entire annual value product.
8. From here on, Manuscript V I I I.
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2,000 I(v +s) restores to department I I
2,000 l Ie i n the natural form o f means o f production. The two thirds

completely false as soon as it is put forward as a general rule (i.e. it

of the annual labour spent in department I has thus newly produced the

that occurs in conjunction with annual reproduction, and also therefore

As we have seen, however, the
its

involves a complete misunderstanding of the whole process of exchange

constant capital for department I I, both in its entire value and in its

a misunderstanding of the actual reason why the notion is partially

natural form. Considered from the social standpoint, therefore, two
'
thirds of the labour spent during the year creates new constant capital

correct).

value, realized in the natural form appropriate for department II. The

partial correctness of this notion rests, and in so doing we shall also

greater part of the annual social labour is therefore spent on the produc

demonstrate how false is the current conception of these relationships.

tion of new constant capital (capital value existing in means of produc
tion) to replace the constant capital value spent on the production of
means of consumption. What distinguishes capitalist society from the
savages in this respect is not, as Senior9 thinks, that it is the privilege
and the characteristic of the savage to spend part of his labour in a way
that procures him nothing in revenue, i.e. in proceeds that can be re
solved into (exchanged for) means of consumption. The distinction
rather consists in this :
(a) Capitalist society spends more of its disposable annual labour on
the production of means of production (therefore of constant capital),
which cannot be resolved into revenue in the form of wages or of surplus
value, but can function only as capital.
(b) If the savage makes bows, arrows, stone hammers, axes, baskets,

We shall now summarize the factual relationships on which the

1 . The variable capital functions as capital in the hands of the capital
ist and as revenue in the hands of the wage-labourer.

The variable capital first exists in the hands of the capitalist as money
capital; it functions as money capital in so far as he buys labour-power

with it. As long as it persists in his hands in the money form, it is noth
ing more than given value existing in that form, i.e. a constant and not
a variable magnitude. It is . only potentially variable capital, and it is
that precisely because it is capable of being converted into labour
power It only becomes actual variable capital after shedding its money
form, after it has been converted into labour-power and when this
begins to function as a component of productive capital in the capitalist
process.
The

money

that functions firstly as the money form of variable

etc., he knows well enough that he has not spent the time thus employed

capital for the capitalist now functions in the hands of the worker as

on the production of means of consumption, i.e. that he has met his
need for means of production and nothing else. Besides, the savage

the money form of his wage which he converts into means of subsist
ence ; i.e. as the money form of the revenue that he receives from the

commits a serious economic sin by his complete indifference to the use

ever repeated sale of his labour-power.

of his time, and may often spend a whole month, as Tyler tells us, on
preparing a single arrow. 1 0
The current notion by which one group of political economists seek
to rid themselves of the theoretical difficulty - i.e. to avoid understand
ing the real relationship - the idea that what is capital for one person is
revenue for another, and vice versa, is partially correct, but becomes
9. 'When the savage makes bows, he exercises an industry, but he does not prac
tise abstinence ' (Senior, Princ/pes fondamentaux de l'economie politique, trans.
Arrivabene, Paris, 1 836, pp. 342-3.) 'The more society progresses, the more
abstinence is demanded' (ibid. , p. 342). Cf. Capital Volume 1, Chapter 24, 3, p. 744.
[Nassau Senior was one of the principal representatives of ' vulgar economics ' in
England, and particularly notorious for his opposition to the legal restriction of
working hours, On the basis of his theory of the ' last hour '. See Volume One,
Chapter 9, 3.]
1 0. E. B. Tyler, Researches into the Early History of Mankind, etc., London,
1865, pp. 198-9.

We have here the simple fact that the money of the buyer, here the
capitalist, passes from his hands into those of the seller, in this case the
seller of labour-power, the worker. It is not the variable capital that

functions twice over, as capital for the capitalist and as revenue for the
worker, but simply the same money, which exists first in the hands of the

capitalist as the money form of his variable capital, hence as potential
variable capital, and which, once the capitalist has converted it into

labour-power, serves in the hands of the worker as the equivalent for
the labour-power he has sold. However, the fact that the same money
serves one purpose in the hands of the seller and another in the hands
of the buyer is simply a phenomenon inherent in all purchases and
sales of commodities.
Apologetic economists present the matter wrongly, as is best shown
if we look simply at the act of circulation

M

-

L (=M-C),

the conver..

sion of money into labour-power on the part of the capitalist buyer, and
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L-M ( = C-M),

the conversion of the commodity labour-power into

money on the part of the seller, the worker, without troubling ourselves
for the moment with any of its further consequences. They say that the
same money here realizes two capitals : the buyer - the capitalist converts his money capital into living labour-power, which he in
corporates into his productive capital ; on the other hand, the seller the worker - converts his commodity - labour-power - into money that
he spends as revenue, which is precisely what enables him to sell his
labour-power over and over again and thus to maintain himself; his
labour-power is thus actually his capital in the commodity form, from
which he constantly draws his revenue. In point of fact, labour-power
is his capacity (ever renewing and reproducing itself), not his capital.
It is the only commodity that he can constantly sell, and he has to sell
it in order to live, but it operates as capital (variable capital) only in
the hands of the buyer, the capitalist. If a man is perpetually forced to
sell his labour-power over and over again, i.e. to sell himself, to some
one else, this proves, according to these economists, that he is a capital
ist, because he always has a ' commodity ' (himself) for sale. In this
sense even a slave would be a capitalist, even though he is sold once and
for all as a commodity by a third person ; for the nature of this com
modity, the working slave, not only requires that its buyer put it to work
each day, but also that he give it the means of subsistence that it needs
in order to be able to work again. (Compare on this point Sismondi,
and Say in the letters to Malthus.)
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-M..,... C

(means o f consumption, the commodity of department I I),

oriented to consumption, i.e. simply to the satisfaction of needs. The
result of this act of circulation is that the worker has maintained him
self as labour-power for the department I capitalist, and in order to
carry on maintaining himself in this way, he has perpetually to repeat
the process

L(C)-M-C over

again. His wage is realized in means of

consumption, it is spent as revenue, and taking the working class as a
whole, it goes on being spent as revenue continuously.
Let us now consider the same exchange of

Iv for lie from the stand

point of the capitalist. The entire commodity product of department I I
consists o f means o f consumption, i.e. o f things designed t o g o into the
annual consumption, to serve as the realization of someone or other's
revenue, in the present case the collective worker of department I. For
the collective capitalist of department I I, however, a part of his com
modity product,

2,000, is now the form of the constant capital value of

his productive capital, and must be transformed back again from this
commodity form into the natural form in which it can operate anew as
the constant part of the productive capital. So far, capi�alist II has
O
(1 ,000) of his constant capital value, re

managed to transform half

produced in the commodity form (that of means of consumption), back
into the money form by selling it to the workers of department I. Thus
it is not the variable capital Iv that has been converted into this first
half of the constant capital value

lie'

but rather the money that func

tioned for department I as money capital

in exchange for labour

2. In the exchange of 1 ,000 Iv + 1,000 Is for 2,000 lie' therefore, what
is constant capital for some people (2,000 lie) becomes variable capital

power and hence came into the possession of the seller of labour

and surplus-value, and thus completely revenue, for others ; and what

money form, i.e. was spent as a means of purchase on items of con

was variable capital and surplus-value (2,000 I(v + s»)' i.e. entirely revenue
for some, becomes constant capital for others.
Let us firstly consider the exchange of Iv for 110 and initially from
the standpoint of the worker.
The collective worker in department I has sold his labour-power to
the collective capitalist of department I for

1 ,000 ; he receives this value

paid in money in the form of a wage. With this money, he buys means
of consumption to the same amount from department II. The capitalist
in department II confronts him simply as a seller of commodities and
nothing else, which is even the case when the worker buys from his
own capitalist, as above, for example (p.

500

481)

in the exchange of the

IIv ' The form of circulation that his commodity, labour-power,

undergoes, is that of simple commodity circulation :

C (labour-power)

power, for whom it did not represent capital but rather revenue in the
sumption. The

1 ,000 in money that flowed to the capitalists in depart

ment I I from the workers of department I can not function as a con
stant element of department II's productive capital. It is only the money
form of its commodity capital, and still has to be converted into
fixed or circulating components of constant capital. Department II
therefore uses the money received from the workers of department I,

the buyers of its commodities, to buy means of production from
department I.

In this way, half of department II's constant capital
in the natural form in which it can function once again

value is renewed

as an element of productive capital in department I I. The form of

C-M-C: means of consumption to a value of
1 ,000 - money (1,000) - means of production to a value of 1 ,000.
Here, however, C-M-C is a movement of capital. C, sold to the

circulation here was
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workers, is transformed into M, and this M is converted into means of
production ; it is a transformation from commodities back into the
material elements of the formation of these commodities. On the other
hand, just as the collective capitalist of department II functions for
department I only as buyer of commodities, so the collective capitalist
of department I functions for department II here only as a seller of
commodities. Department I originally bought labour-power to the
value of 1 ,000 with 1 ,000 of money which was destined to function as
variable capital ; it thereby received an equivalent for the 1 ,000v spent
in the money form ; the money now belongs to the worker, who spends
it on purchases from department I I ; department I can get back this
money, which has flowed into department Irs cash-box, only if it
fishes it out again by selling commodities to the same total value.
Department I first had a certain sum of money, 1 ,000, destined to
function as variable capital ; this sum functions as variable capital by
being converted into labour-power of the same value. As a result of the
production process, however, the worker has provided a quantity of
commodities (means of production) to the value of 6,000, of which one
sixth or 1,000 is an equivalent value for the variable portion of capital
advanced in money. The variable capital no more functions as variable
capital in its commodity form than it did in its previous money form.
As money, the variable capital value was only potentially variable
capital, though it did exist in a form in which it could be directly con
verted into labour-power. As a commodity, however, this same variable
capital value is still only potentially money value ; it is restored to its
original money form only by the sale of the commodity, i.e. here by
the purchase by department II of 1 ,000 of commodities from depart
ment I. The movement of circulation is now : 1 ,000 (money) - labour
power to a value of 1 ,000 - 1 ,000 in commodities (equivalent for the
variable capital) - l ,OOOv (money) ; i.e. M-C . . . C-M (=M-L
C-M).
The production process that falls between C . . . C does not itself pertain
to the circulation sphere ; it does not appear in the mutual exchange of
the various elements of annual reproduction, even though this exchange
includes the reproduction of all elements of the productive capital, not
only its constant element but also its variable element, labour-power.
All agents in this exchange simply appear as buyers or sellers, or both;
the workers appear in it simply as commodity buyers ; the capitalists
alternately as buyers and sellers ; and within certain limits simply as
unilateral buyers or sellers. .
The result of all this is that department I once more possesses the
. . .

,

variable portion of its capital in the money form, the only form from
which it is directly convertible back into labour-power; i.e. it possesses
it again in the only form in which it can actually be advanced as the
variable element of its productive capital. On the other hand, in order
to reappear as a buyer of commodities, the worker must firstly re
appear as the seller of a commodity, as the seller of his own labour
power.
As far as the variable capital in department II is concerned (5,000 IIv),
the circulation process between capitalists and workers in this depart
ment of production takes an unmediated form, in as much as we con
sider it as taking place between the collective capitalist in department II
and the collective worker there.
The collective capitalist in department II advances 500v for the
purchase of labour-power to the. same value ; the collective capitalist is
here the buyer, the collective worker the seller. The worker then appears
with the money received for his labour-power; as the buyer of a part of
the commodities that he himself produced. Here, therefore, the capital
ist is a seller. The worker has replaced the money the capitalist advanced
. to him for the purchase of his labour-power with a part of the com
modity capital produced in department II, i.�. 500v in commodities.
The capitalist now possesses, in the commodity form, the same v that
he possessed in the money form before converting it into labour
power ; the worker for his part has realized the value of his labour
power in money, and realizes this money in turn by spending it, as
revenue to meet his consumption, on acquiring a part of the means of
consumption that he himself produced. This is an exchange of the
worker's revenue, in money, for the capitaJist's commodity component
500v that the worker himself reproduced in the commodity form. This
money thereby returns to capitalist II as the money form of his variable
capital. An equal value of revenue in the money form here replaces
variable capital value in the commodity form.
The capitalist does not get any richer by taking back the money that
he paid the worker for the purchase of labour-power when he sells the
worker an equivalent quantity of commodities. He would in fact be
paying the worker twice over if he first paid him 500 for the purchase
of his labour-power and then gave him for nothing, on top of this, the
quantity of commodities to the value of 500 that he has had the worker
produce. Conversely, if the worker did not produce anything more for
him than an equivalent of 500 in commodities for the price of his
labour-power of 500, then the capitalist would be in exactly the same
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position after the operation as before it. However, the worker has re
produced a product of 3,000 ; he has maintained the constant value
portion of the product, i.e. the value of the means of production =
2,000 used up in transforming it into a new product, and he has added
to this given value a further value of 1 ,000(v + s) ' (The notion that the '
capitalist gets rich and obtains surplus-value by this reflux of 500 in
money is put forward by Destutt de Tracy, and is dealt with in more
detail in section 13 of this chapter.)
The value of 500 I Iv which the department I capitalist still possesses
in commodities returns to him in the form in which he originally ad
vanced it by the purchase of means of consumption to the value of 500
on the part of the department II worker. The immediate result of this
transaction, as with every other sale of commodities, is the conversion
of a given value from the commodity form into the money form. The
reflux of money to its starting-point that this brings about is also
nothing unique. If capitalist II had bought commodities from capitalist
I for 500 in money, then 500 in money would also have flowed back to
him. The 500 in money would have served simply to exchange a quantity .
of commodities of 1 ,000, and according to the general law put forward
above it would have flowed back to whoever it was that cast the money
into circulation for the exchange of this mass of commodities.
But the 500 that has flowed back to capitalist II in money is at the
same time renewed potential variable capital in the money form. Why
is this ? Money, and this of course includes money capital, is potential
variable capital only because and in so far as it is convertible into
labour-power. The return of the 500 in money to capitalist II is ac
companied by the return of department II's labour-power to the
market. The return of both of these at opposite poles - i.e. the re
appearance of the 500 in money, not just as money, but also as variable
capital in the money form - is conditioned by one and the same pro
cedure. The 500 in money flows back to capitalist II because he has
sold worker II means of consumption to the value of 500, i.e. because
the worker has spent his wage, and in this way has maintained not only
himself and his family, but also his labour-power. In order to carry on
living and to reappear as a buyer of commodities, he must sell his
labour-power afresh. The return of the 500 in money to capitalist II is
thus simultaneously the return - or the preservation - of labour-power
as a commodity available for purchase with 500 in money, and hence
the return of the 500 in money as potential variable capital.
As far as subdivision lIb, the production of luxury goods, is con-
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cerned, the same thing takes place with its v (in this case (I Ib)v) as with
Iv' The money that renews the lIb capitalists' variable capital in the
money form flows to them via a detour through the hands of capitalists
I Ia. It still makes a difference, for all that, whether the workers buy
their means of subsistence directly from the capitalist producers to
whom they sell their labour-power, or whether they buy them from
another category of capitalists, so that the money flows back to the first
category only by a detour. Since the working class lives from hand to
mouth, it buys as long as it is able to. It is different with the capitalists,
for instance in the exchange of 1,000 IIe for 1 ,000 Iv' The capitalist
does not live from hand to mouth. His driving motive is the greatest
possible valorization of his capital. Hence if circumstances of any kind
intervene which make it appear more advantageous to the capitalist
in department II to retain at least part of his constant capital in the
money form for a longer time, instead of directly replacing it all, the
reflux of the 1,000 lIe (in money) to department I is then delayed ; so
too, therefore, is the restoration of the 1 ,OOOv in its money form, and
capitalist I can only continue operating on the same scale if he has some
reserve money available, just as reserve capital in money is generally
necessary in order to be able to continue operations without inter
ruption, regardless of whether the reflux of the variable capital value in

money is quicker or slower.
Besides investigating the exchange of the various elements of current
annual reproduction, we must also investigate the results of the pre
vious year's labour, the labour of the year that has already come to a
close. The production process that resulted in this annual product lies
behind us ; it is past and has disappeared into its product. This is ever
more the case with the circulation process that preceded this production
process or ran parallel with it, the conversion of potential into actual
variable capital, i.e. the purchase and sale of labour-power. The labour
market no longer forms any part of the commodity market we are
dealing with here. The worker has not only already sold his labour
power, he has also supplied in commodities, besides the surplus..;
value, an equivalent for the price of his labour-pow er; he has on the
other hand got his wages in his pocket and figures in the exchange only
as a buyer of commodities (means of consumption). However the
annual product must contain all the elements of reproduction, and
restore all the elements of the productive capital, including in particular
the latter's most important element, the variable capital. And we have
in fact already seen that as far as the variable capital is concerned the
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result of the exchange is as follows : the worker, as buyer of commodi
ties, maintains and reproduces his labour-power, as the only com
modity that he has for sale, by spending his wage and consuming the
commodities bought ; just as the money advanced by the capitalist on
the purchase of labour-power returns to him, so the labour-power, too,
returns to the labour market as a commodity exchangeable for this
money. The result we obtain for the particular case of the 1 ,000 Iv is
1 000 in money on the side of the department I capitalists, and on the
o he hand labour-power to the value of 1 ,000 on the side of the depart
ment I workers, so that the entire process of reproduction in depart
ment I can begin afresh. This is one result of the exchange process.
By spending their wages, on the other hand, the workers in depart
ment I have withdrawn means of consumption to the sum of 1 ,000e
from department II, and thereby transformed these from the com
modity form into the money form ; department II has transformed it&
constant capital back from this money form into its natural form, by
the purchase of commodities
1,000v from department I, and in this
way department I's variable capital value flows back to it again in the
money form.
The variable capital in department I undergoes three changes of
form, which do not appear at all in the exchange of the annual product,
or do so only by intimation.
1 . Its first form is that of 1 ,000 Iv in money, which is converted into
labour-power to the same value. This conversion does not itself appear
in the commodity exchange between departments I and II, although
its result appears in the fact that the working class of department I
faces the commodity seller of department II with 1 ,000 in money, just
as the working class of department II faces the commodity seller of

� /

=

500 II in the commodity form with 500 in money.
2. Th e second form, the only one in which the variable capital actually

varies, i.e. actually functions as variable capital, where value-creating
power appears in place of the value given in exchange for it, pertains
exclusively to the production process that lies behind us.
3. The third form, in which the variaL : _ capital has demonstrated its
quality of being variable in the result of the production process, is the

annual value product, which in the case of department I is 1 ,000v+ 1 ,000s
in money, twice
- 2,000 I(v + s) ' In place of its original. value of 1 ,000
.
.
f
this value has appeared in commodItIes. The varIable capItal vaIue 0
1 000 in commodities thus forms only half of the value product created
The
b the variable capital as an element of the productive capital.
.

�
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1 ,000 Iv in commodities is the exact equivalent of the part of the total
capital originally advanced by department I with the 1,000v in money,
and ear-marked as the variable part ; in the commodity form, however,
it is only potentially money (it actually becomes money only by its
sale), and so sti11 less directly is it variable money capital. Ultimately,
it will become so by the sale of the commodities 1 ,000 Iv for lIe and by
the rapid reappearance of labour-power as a purcha8eable commodity,
as material into which the 1 ,000v in money can be converted.
During all these changes, capitalist I constantly keeps in hand his
variable capital, (1) originally as money capital ; (2) then as an element
of his productive capital ; (3) later as a value component of his com
modity capital, i.e. in commodity value ; (4) finally in money again, and
once more standing face-to-face with the labour-power into which it is
convertible. During the labour process, the capitalist has the variable
capital in his hands as self-acting, value-creating labour-power, but not
as value of a given magnitude; however, since he pays the worker only
after his power has already operated for a definite period of time,
whether longer or shorter, he already has the replacement value that
labour-power creates for itself in his hands before he pays, as well as the
surplus-value.
Since this variable capital always remains in one form or other in the
hands of the capitalist, it can in no way be said to be converted into revenue
for anyone. 1 ,000 Iv in commodities is rather converted into money by

its sale to department I I, for which it replaces half of its constant
capital in kind.
What is resolved into revenue is not department I's variable capital
of 1 ,000v in money ; the money has ceased to function as the money form
of department I's variable capital as soon as it is converted into labour
power, just as the money of any other commodity seller has ceased to
represent anything belonging to him once he has exchanged it for a
commodity being sold. The conversions undergone by the money drawn
in wages in the hands of the working class are not conversions of vari
able capital, but rather of the value of their labour-power transformed
into money, just as the conversion of the value product created by the
worker (2,000 I(v +s») is simply the conversion of a commodity belonging
to the capitalist, and does not affect the worker. It is however very
difficult for the capitalist, and still more so for his theoretical inter
preter, the political economist, to rid himself of the idea that the
money paid to the worker is still the capitalist's money. If the capitalist
is a producer of gold, then the variable portion of value - i.e. the
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equivalent in commodities that compensates him for the purchase price
of labour - directly appears in the money form, and can therefore func
tion anew as variable money capital without the detour of a reflux. As
f�r as the department II worker is concerned, however - ignoring here
the luxury worker 500v actually exists in commodities that are des
tined for the worker's consumption, commodities which he buys,
considered as the collective worker, directly from the same collective
capitalist to whom he has sold his labour-power. The variable value
portion of department I I's capital consists of means of consumption,
as far as its natural form is concerned, destined for the most part to
be consumed by the working class. But it is not the variable capital
that is spent by the worker in this form ; it is the wage, the worker's
money, that re-establishes for the capitalist his variable capital 500 I Iv
in its money form, precisely through its realization in these means of
consumption. The variable capital IIv is reproduced in means of con
sumption, just as is the constant capital 2,000 l Ie ; the one is no more .
resolved into revenue than the other. What is resolved into revenue is
in both cases the wage.
But if 1 ,000 l Ie' and by the same detour 1 ,000 Iv and 500 I Iv, i.e. both
constant capital and variable, are restored as money capital by the
expenditure of wages as revenue, this is an important fact in the ex
change of the annual product. (In the case of the variable capital this is
partly by a direct reflux and partly by an indirect one.)
-

I I . REPLA CEMENT O F THE FIXED CAPITAL

A major problem i n depicting the conversions involved in the annual
reproduction is the following. If we take the simplest form in which the
matter presents itself, we have :
(I) 4,000e+ 1 ,000v+ 1 ,000s+
(II) 2,000e+ 500v+ 500s = 9,000,
which is ultimately resolved into
4,000 Ie + 2,000 lIe + 1 ,000 Iv + 500 I Iv + 1 ,000 Is + 500 lIs
6,OOOe + 1 ,500v+ 1 ,500s
= 9,000.
=

One portion of the constant capital value, that which consists of means
of labour in the strict sense (as a distinct division of the means of pro
duction), is transferred from the means of labour to the product of
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labour (the commodity) while these means of labour still continue to
function as elements of the productive capital, and moreover in their
old natural form ; what is transferred from the instrument to the pro
duct of labour, and reappears as an element of the value of the com
modities that these means of labour produce, is their wear ' and tear,
the loss of value that they suffer bit by bit in the course of their function
over a certain period. As far as the annual reproduction is concerned,
therefore, only those components of the fixed capital who&e life is
longer than a year come into consideration. If they expire in the course
of the year, then they have to be completely replaced and renewed by
the annual reproduction, and the point at issue here in no way concerns
them. In the case of machines and other more long-lasting forms of
fixed capital, it may happen - and more often than not does happen that. certain partial organs of the same have to be entirely replaced
within the year, even though the building or machine as a whole has a
longer life. These partial organs fall into the same category of elements
of fixed capital that have to be replaced within the year.
This element of commodity value should in no way be confused with
the costs of repair. * When the commodity is sold, this value element is
realized and transformed into money like the others ; it is only after
this transformatjon that its difference from the other elements of value
comes into view. The raw materials and ancillaries consumed in the
production of commodities have to be replaced in kind so that the repro
duction of the commodities can begin (and generally so that the process
of commodity production can be continuous) ; the labour··power spent
on them must similarly be replaced by fresh labour-power. The money
received from the commodity must therefore be constantly converted
back into these elements of productive capital, from the money form
into the commodity form. This is in no way changed by the fact that
raw materials and ancillaries may be bought at certain dates on a rela
tively large scale, so that they form production reserves, and for a cer
tain interval, therefore, these means of production do not need to be
bought anew ; as long as they last, the money received from the sale of
the commodities can be collected, in so far as it serves this purpose, and
this part of tLe constant capital temporarily appears as money capital
whose active function is suspended. The means of production must
always be renewed, even if the form of this renewal may differ, as far as
its circulation is concerned. The new purchase, the circulation opera* On the repair costs, and the specific way this part of constant capital expendi.
ture goes into the value of the product, see above, p. 255.
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tion by which the means of production are renewed or replaced, can

proceed at longer intervals : then large investments of money are
made at a time, compensated for by corresponding production re

serves ; alternatively it takes place at closely following dates, in which

case small doses of money expenditure follow each other more quickly,

and there are smaller production stocks. This in no way alters the mat
ter itself. The same is the case with labour-power. Where production is

continuously carried on at the same level throughout the year, there is
a constant replacement of the labour-power consumed with new labour
power ; where labour is seasonal, or different amounts of labour are
applied in different periods, as in agriculture, there is a corresponding

The reconversion of the annual commodity product can no more be
resolved into the mere unmediated mutual exchange of its various com
ponents than simple commodity circulation is identical with the direct
exchange of products. Money plays a specific role in it, one which is
expressed in the very manner in which the fixed capital value is re

prod,uced. (Later, we shall go on to investigate how different things

would look if it were assumed that production was collective and did
not have the form of commodity production.)

If we return to our basic schema, we had for department I I :

2,000c+ 500v+ 500s.

Th e total means o f consumption produced i n the

course of the year amount here to a value of

3,000;

and each of the

purchase of quantities of labour-power of varying magnitude. But the

various elements which this sum of commodities consists of can be

the realized value component of the commodities, which is equal

66tc+ 16tv+ 1 6ts'

part of the money received from the sale of commodities that represents

to the wear and tear of the fixed capital, is no transformed back again

into the component of productive capital whose loss of value it replaces.

It settles down alongside the productive capital and persists in its money
form. This precipitation of money is repeated until the reproduction
period during whiCh the fixed element of the constant capital continues

to function in the production process in its old natural form, and which
consists of a greater or lesser number of years, has elapsed. Once the
fixed element - buildings, machinery, etc. - has expired, and can no
longer function in the production process, its value exists alongside it

broken down, as far as its value goes, into tc+ tv+ts, or in percentages,

The various kinds of commodity in department I I

may contain different proportions o f constant capital ; the fixed parts

of the constant capital may similarly differ, and so too may the life

spans of the fixed portions of capital, and thus the annual wear and
tear or the portion of value that they proportionately transfer to the

commodities in whose production they participate. This is all im
material here. As far as the social reproduction is concerned, all that is
involved is the exchange between departments II and I. These depart
ments face each other here in their mass social relations ; the proportion
ate magnitude of the value component

c

in the commodity product of

completely converted into money, as the sum ' of the money precipi

department II (which is alone decisive in the question now being con

fixed capital to the commodities in whose production it collaborated,

are subsumed under department II are taken together.

were sold. This money then serves to replace the fixed capital in kind (or

as

tated, the sum of the values which were gradually transferred from the

and which passed over into the money form when these commodities

elements of it, as the various elements have different lifespans), and thus
really to replace this component of the productive capital. It is there
fore the money form of a part of the constant capital value, of the fixed

part of it. This hoard formation is therefore itself an element of the
capitalist reproduction process, the reproduction and storage - in the
money form - of the value of the fixed capital or its individual elements,
until such a time as the fixed capital has expired and consequently sur
rendered the whole of its value to the commodities produced, when it
has to be replaced in kind. This money, however, gives up its hoard
form and again steps actively into the reproduction process of capital
mediated by circulation only after it has been transformed back into
new elements of fixed capital to replace the dead ones.

sidered) is therefore the average when all branches of production that
Each of those kinds of commodity whose total value is summarized

2,000c+ 500v+500s (and they are for the most part similar kinds) is
66tc+ 1 6tv+ 1 6ts'
This holds for each 100 commodities, whether these figure under e, v or s.
The commodities in which the 2,000c is embodied can be broken
thus similarly equal in its value in percentages to

down, as far as their value goes, into :

1 . 1 ,333tc+333tv+333ts = 2,000c ;

similarly the 500v into :

2. 333tc+ 83tv+83ts

and finally the 5005 into :

=

500v ;

3. 333tc+ 83tv+ 83ts = 500s'
2, and 3 together, we have 1 ,333tc+ 333tc
+ 333tc = 2,000. Similarly 333tc+ 8l!v+ 83ts = 500, and the same
under s; the sum results in the total value of 3,000, as above.
'
If we now add the e s of 1 ,
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The entire constant capital value in the mass of commodities in
department II, with a total value of
and neither

3,000,

is thus contained in

2,oooe,

500v nor 500s contain a single atom of it. The same applies

for v and s in their tum.

In other words, the quota of department II's commodities that

represents constant capital value, and is therefore reconvertible into
this whether in its natural or in its money form, is

�

2,000e'

Everything

rele ant to the reconversion of the constant value of the commodities
in department

II

is therefore confined to the movement of

2,000 lIe;
I(1,OOOv

and this reconversion can proceed only by exchange with

+ 1,000s)'

Similarly, everything relevant to the reconversion of the constant

value in department I can be restricted to consideration of the 4,000

Ie.

have to be renewed in kind from the accumulated money fund. To this
extent, the exchange of
version of

2,000 lIe

2,000 l Ie

for

2,000 I(v+ s)

tion) back into the natural elements of constant capital that consist not
only of raw materials and ancillaries, but also of the natural elements
of fixed capital - machines, instruments, buildings, etc. The wear and
tear that has to be replaced in

money in the value of the 2,000 l Ie thus

in no way corresponds to the total scale of the fixed capital that is
functioning, since each year a part of this has to be replaced

this replacement was accumulated in the hands of the department
the current year as it is assumed to hold for the previous years.

In the exchange between I(I,ooOv+ 1 ,000s) and 2,000 lIe' the first

I(v+ s)

does not contain any

tear to be replaced, i.e. for value that was transferred from the fixed
component of the constant capital to the commodities in whose natural

Let us take to start with :

form

I. 4,oooe + 1 ,000v+ 1,000s
�

+ 500v+500s'
2000e
2,000 lIe are exchanged for commodities of the
same value 1(1 ,000v + 1,000s), this assumes that 2,000 l Ie is completely
reconverted in -kind into the natural components of department II's
constant capital that are replaced by department I; however, the com
modity value of 2,000 in which lIe exists contains an element for de
If the commodities

preciation of its fixed capital, which cannot be immediately replaced in

kind but has to be transformed into money, its total sum accumu

� bit by bit until the time falls due for the renewal of this fixed

capital in its natural form. Each year is a mortal one for fixed capital
that has to be replaced in this or that particular business or even this or
that branch of industry ; for a single individual capital, this or that part
of its fixed capital has to be replaced (since its parts are of varying life).
If we consider the annual reproduction - even on the same scale, i.e.
abstracting from all accumulation - then we do not begin

ab ovo;

this

is one year in the course of many, not capitalist production's year
of birth. The various capitals invested in the manifold branches of
production in department

II

capitalists. Precisely this assumption, however, holds just as much for

element of constant value, and thus no value element for the wear and

(a) Replacement 0/the Depreciation Component in the Money Form

latin

in kind;

this presupposes however that in earlier years the money needed for

thing to note is that the sum of values

I I.

involves the recon

from its commodity form (as means of consump

II are therefore of different ages, and just as

each year people functioning in these branches of production die, so

each year do quantities of fixed capital reach the end of their life and

v+s exists.

This element does exist on the other hand in

lIe' and

it is precisely a part of this value element attributable to the fixed

capital that does not have to be directly transformed from the money
form into the natural form, but has first rather to persist in the money
form. The exchange between

I(1,ooOv+ 1 ,000s)

and

2,000 lIe

thus

immediately presents the apparent difficulty that the means of produc
the natural form in which the

2,000(v+s) exists, have to be re
2,000 by an equivalent in
means of consumption I I, whereas the means of consumption 2,000 lIe
tion

I,

placed to .the entire amount of their value of

cannot be exchanged to their' full value for the means of production

I(I,Ooov+ 1 ,000s),

since an aliquot part of their value - equal to the

wear and tear or loss of value of the fixed capital - must first be preci
pitated out into money that does not function again as means of circu

lation within the current period of annual reproduction, which is all

that is under consideration. But the money through which the element
of wear and tear contained in the commodity value of

2,000 l Ie

is

realized can derive only from department I, since department II does
not itself have to pay out, but is paid precisely by the sale of its com

I(v+s) buys the entire
2,000 l Ie ; department I must therefore realize this
wear and tear for department II by way of this sale. However, accord
modities, and since according to our assumption

sum of commodities

ing to the law developed earlier, money advanced to circulation returns
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to the capitalist producer when he later casts the same amount into
circulation in commodities. It is evidently impossible for department I,
in purchasing lIe' to give department I I commodities worth 2,000, and
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sale of 2,000e to department

I. 1 ,OOOv + 1 ,000s
�
1 ,800e
+ 2oocCcl) .
I I.

(without any return of this money to it by the reconversion operation).
Otherwise the quota of commodities lIe would be sold above its value.

As far as its value goes, the 2,000 lIe

We would then have to consider the exchange

to give it once and for all, on top of that, an extra amount of money

If department II does in fact exchange its 2,000e for I(1,OOOv+ 1 ,000s)'

1).

would be 1 ,800e + 200e (d), where d stands for dechet (depreciation).

Department I buys 1 ,000 lie means of consumption from depart

it cannot demand anything more from department I, and the money

ment II with £1 ,000 that its workers have received for their labour

which of the two it was that cast it into circulation, i.e. which one first

receive their variable capital back in its money form, so that they can

circulating in this exchange returns to department l' or II depending on
appeared as the buyer. At the same time, in this case, department I I
would have transformed its commodity capital, t o its full value, back
into the natural form of means of production, whereas the assumption
is that there is an aliquot part of this that it does not transform, after
its sale, from money back into the natural form of fixed components
of its constant capital, during the current annual reproduction period.

power in payment of wages. The capitalists in department I thereby
use it to buy labour-power again next year for the same amount, i.e.

replace the variable part of their productive capital in kind. Depart
ment II also advances £400, say, to buy means of production Is, and

department I uses the same £400, in which it has realized part of its
surplus-value, to buy means of consumption lIe' The £400 advanced to

the circulation sphere by department II has thus returned to the

Thus a balance in money could accrue to department II only if II sold

capitalists in department I I, but only as the equivalent for the com

only 1,800 ; department I would then have to make good the deficit by

means of consumption; department I I buys means of production for

to department I for 2,000, but bought from I for less than 2,000, e.g.

200 in money, which would not flow back to it, because it would not

modities they have sold. Department I now advances £400 Jo buy

£400 from department I, and this £400 thereby flows back to depart..

in turn have withdrawn this money advanced to circulation by throw

ment I. The account up to now is as follows :

department I I would have a money fund against the wear and tear of its

and also casts into circulation in money £1,000 in wages and £400 for

ing into circulation commodities to the value of 200. In this case,

fixed capital ; on the other side, however, that of department I, there
would be an overproduction of means of production to the sum of 200,
and in this way the whole basis of the schema would be destroyed, i.e.
reproducti on on the same scale, which presupposes complete propor
tionality between the various systems of production. One difficulty

would have only been displaced by another much more inconvenient one.

Since this problem offers difficulties all its own, and has not been
dealt with at all by the political economists up to now, we intend to
consider in succession all possible (at least seemingly possible) solutions
of the problem, or rather formulations of it.

Department I has cast into circulation 1 ,000v+ 8oos in commodities,

exchange with department I I. After the exchange is completed, de
partment I has 1 ,000v in money, 800s converted into 800 l Ie (means of

consumption) and £400 in money.

Department I I casts into circulation 1 ,800e in commodities (means

of consumption) and £400 in money ; after the exchange, it has 1 ,800 in

commodities I (means of production) and £400 in money.

We then still have on rs side 200s (in means of production), and on

II's side 2ooe(d) (in means of consumption).

According to our assumption, department I buys means of con

sumption e(d) to the value of 200 with £200 in money ; this £200, how

To start with, we just supposed that department II sells 2,000 to

ever, department I I holds on to, since it represents 2ooe(d) wear and

department I, but only buys from department I commodities for 1 ,800.

tear, and is not to be directly converted back into means of production.

The commodity value of 2,000 lIe then contains 200 for replacement of

200 Is is therefore unsaleable; one fifth of the surplus-value that de

wear and tear, which is hoarded up in money; the value of 2,000 lIe

partment I has to convert cannot be realized, or converted from its

would thus be broken down into 1 ,800, which is to be exchanged

natural form of means of production into that of means of consump

against means of production from department I, and 200 for the re
placement of wear and tear, which is to be kept in money (after the

tion.

This does not only contradict the assumption of reproduction on the
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same scale ; it is in and of itself not the kind of hypothesis that could
explain the realization of 2ooe(d) ; it says rather that this is inexplicable.
Since there is no way of showing how the 200e(d) is to be realized, we
have to suppose that department I is obliging enough to realize it,
precisely because department I is not in a position to realize its own
remnant of 200s' To conceive this as a normal operation of the exchange
mechanism would be the same as supposing that each year £200 rained
down from heaven to realize the 200id).
The absurdity of such a hypothesis, however, does not 'directly leap
to the eye if Is, instead of appearing, as here, in its original mode of
existence - i.e. as a value component of means of production, a com
ponent of the value of commodities that their capitalist producers have
to realize in money by selling them - appears in the hands of the
capitalist's co-partners, e.g. as ground-rent in the hands of the landlord
or as interest in the hands of the money-lender. If the part of the sur
plus-value in commodities that the industrial capitalist has to deduct
as ground-rent or interest for other persons with a claim on surplus
value cannot be realized in the long run by the sale of the commodities
themselves, there is then an end to the payment of rent and interest,
and , the landlords or the recipients of interest cannot serve as dei ex
machina for the arbitrary realization of certain portions of annual re
production. It is just the same with the expenditures of all so-called
unproductive workers, state officials, doctors, lawyers, etc., and others
who, in the form of the ' general public ', perform ' services ' for the
political economists by explaining what they leave unexplained.
It helps just as little if, instead of direct exchange between depart
ments I and 1 1 - between the two great departments of capitalist produc
tion itself - the merchant is brought in as mediator to remove all diffi..;
culties with his ' money '. In the given case, for example, 200 Is must
finally be disposed of to the industrial capitalists of department I I. It
may go through the hands of a whole series of merchants, but the
last of these still finds himself in the same position vis-a.-vis depart
ment II - according to our hypothesis - as the capitalist producers
of department I did at the beginning, i.e. they cannot sell the 200 I to
department I I; and as this sum of purchases has thus stuck fast, it
prevents department I from repeating the process.
We see here how, apart from our specific purpose of considering the
reproduction process in its fundamental form - setting aside all ob
scuring circumstances that intervene - it is necessary throughout to do
away with the false subterfuges that provide a semblance of ' scientific'

explanation, if the process of social reproduction in its intricate con
crete form is to become the object of our analysis.
The law that, in the normal course of reproduction (whether simple
or on an expanded scale), the money advanced to circulation by the
capitalist producer must return to its starting-point (it being immaterial
here whether the money belongs to him or is borrowed) thus excludes
once and for all the hypothesis that the 200 I 1id) can be realized by the
money advanced by department I.

(b) Replacement ofthe Fixed Capital in Kind
Mter setting aside the hypothesis dealt with above, there still remain
those possibilities which, besides the replacement of the wear and tear
component in money, also bring in the replacement of the defunct
fixed capital in kind.
We assumed in the previous case :
(a) that £1 ,000 was paid by department I in wages, and spent by the
department I workers on lIe to the same amount, i.e. that they used
this to buy means of consumption.
That the £1,000 was advanced by department I in money is no more
than a simple statement of fact. Wages are paid by the relevant capital
ist producers in money; this money is then spent by the workers on
means of subsistence, and serves the sellers of these means of subsist
ence in turn as means of circulation for the conversion of their constant
capital from commodity capital into productive capital. It certainly runs
through several channels (shopkeepers, landlords of dwelling-houses,
tax collectors, unproductive workers such as doctors, etc. that the
worker himself needs), and it therefore flows only in part directly from
the hands of the workers in department I into those of the capitalist
class of department II. The flow may to a greater or lesser extent stag
nate, and new reserves of money may thus be needed on the part of the
capitalists. All this can be omitted in considering the fundamental form.
(b) It was also assumed that at one point department I advances a
further £400 in money for purchases from department II, which , later
flows back to it, and at another point department II advances £400 for
purchases from department I, which similarly flows back to depart
ment II. 1his assumption must be made, since the opposite assumption,
that only the capitalists in either department I or II unilaterally ad
vanced to circulation the money needed for the exchange of commodi
ties, would be arbitrary. Since we showed in sub-section (a) that the

534

The Reproduction and Circulation of the Total Social Capital

hypothesis according to which department I casts additional money
into circulation in order to realize the 200 IIe(d) has to be rejected as
absurd, we have left only the apparently still more absurd hypothesis
that department II itself casts into circulation the money with which
that value component of commodities is realized which has to replace
the wear and tear of its fixed capital. The portion of value that Mr X's
spinning machine loses in the course of production, for example, re
appears as a part of the value of his yarn. The loss that his spinning
machine suffers in value he thus collects on the other side as money. X
might now for example buy cotton from Y for £200, and in this way
advance £200 to the circulation sphere ; Y buys yarn from him with the
same £200, and this £200 now serves X as a fund for replacing the wear
and tear of his spinning machine. What this boils down to is simply that
X, apart from his production, its product, and the sale of this, keeps a
further £200 stacked away in order to pay himself for the spinning
machine's loss of value, i.e. that besides the £200 loss of value of his
spinning machine, he has to add a further 200 in money each year from
his own pocket, so as finally to be in a position to buy a new spinning
machine.
The absurdity of this, however, is only apparent. Department I I
consists o f capitalists whose fixed capital i s a t different points i n its
reproduction. For some, it has reached the point at which it has to be
completely replaced in kind. For others, it is still more or less distant
from this stage; what is common to all members of the latter division
is that their fixed capital is not really reproduced, i.e. not renewed in
kind or replaced by a new item of the same variety, but that its value is
successively collected up in money. The first group of capitalists is in
exactly the same situation as when they began their business (or almost
so; it is all the same here), i.e. when they appeared on the market with a
money capital in order to transform this on the one hand into constant
capital (fixed and circulating), on the other hand into labour-power,
into variable capital. Just as at that time, they now have to advance this
money capital once more to the circulation sphere, i.e. the value of the
constant fixed capital as well as that of the circulating and that of the
variable capital.
If we assume, therefore, that, out of the £400 that the capitalist class
in department II casts into circulation for the purpose of exchange with
department I, half derives from those capitalists in department I I who
not only have to renew in kind, by the sale of their commodities, those
of their means of production that form their circulating capital, but
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also have to renew, with their money, their fixed capital, while the other
half of these capitalists in department II renew only the circulating
part of their constant capital in kind, with their money, and do not
renew their fixed capital, there is nothing contradictory in the fact that
the £400 that flows back (and it flows back as soon as department I
buys means of consumption with it) is now divided differently between
these two sections of department II. It flows back to department I I ;
however i t does not flow back into the same hands, but i s rather
differentiy distributed within this class, passing from one section of it to
the other.
"
The first section of department II has, besides the portion of means
of production ultimately covered by its commodities·, converted a
further £200 in money into new elements of fixed capital in kind. The
money it has spent in this way flows back to it from the circulation
sphere only bit by bit over a series of years - just as at the start of �u�i
ness - in the shape of the depreciation component of the commodItIes
to be produced with this fixed capital.
The other section of department II, on the other hand, did not ob
tain any commodities from department I with its £200. Instead de
partment I pays it with the money with which the first section of
department II bought elements of fixed capital. One section of depart
ment II has its fixed capital back in its renewed natural form, the other
is still engaged in collecting it up in the money form, so as to replace its
fixed capital in kind later on.
The position from which we have to proceed, after the earlier ex
changes is the remnant of commodities to be exchanged on both sides :
depart�ent I's 400s' and department I I's 400e. 1 l We assume that
department II advances £400 in money for the exchange of these com
modities to the amount of 800. Half of this £400 (=£200) must under
all circumstances be laid out by the section of lie that accumulates the
£200 in money as the value of wear and tear, and which then has to
transform this back again into the natural form of its fixed capital.
Just as the constant capital value, variable capital value and surplus
value into which the value of both departments' commodity capital
breaks down can be represented in proportionate quotas of the res
pective departments' commodities, so too can one represent, within the
constant capital value itself, the portion of value that does not yet have
1 1 . Once again, the figures here do not agree with earlier assumptions. This is
immaterial, however, since it is only the relationships that are important here.
- F.E.
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to be converted into. the natural form of fixed capital, but has for the
time being to be gradually hoarded up in the money form. A certain
quantity of department II's commodities (in our case, half ct. the re
mainder, =200) are here no more than the bearers of this wear-and
tear value, which has to be precipitated out by conversion into money.
(The first group of capitalists in department I I, who renew their fixed
capital in kind, may have already realized a part of their wear-and-tear
value in this way with the depreciation component of their total mass
of commodities, of which we have here only the remnant ; but there
still remains 200 to be realized in money.)
As for the second half (=£200) of the £400 cast into circulation by
department Ii in connection with this residual operation, this buys
circulating components of constant capital from department I. Part of
this £200 may be cast into circulation by each section of department II,
or all by that section which does not renew its fixed value component
in kind.
The £400 is thus now used to withdraw from department I : (1) com
modities to the total of £200, which consist simply of elements of fixed
capital ; (2) commodities to the total of £200, which simply replace in
kind elements of the circulating part of the constant capital. Depart
ment I has now sold its entire annual commodity product, to the extent
that this has to be sold to department II. The value of a fifth of it, £400,
exists in its hands in the money form, but this money is realized surplus
value and has to be spent as revenue on means of consumption.
Department I therefore uses this £400 to buy the remaining commodity
value of department I I = 400. The money flows back to department I I
b y removing commodities from that department.
We shall now assume three different cases. Let us call the section of
capitalists in department II who replace their fixed capital in kind
' section 1 ', and those who store up the wear-and-tear value of their
fixed capital in the money form ' section 2 '. The three cases are as
follows : (a) out of the 400 that still remains as a residue of commodities
in department II, a certain quota has to replace the quota of circulating
parts of the constant capital for sections 1 and 2 (say half each) ;
(b) section 1 has already sold its entire commodity, so that section 2
still has 400 to sell ; (c) section 2 has sold all except the 200 that carries
the wear-and-tear value.
We then have the following distributions :
(a) Of the commodity value of 400e that department II still has in
hand, section 1 ;.las 100 and section 2 300 ; out of this 300, 200 repre-
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sents the wear and tear. In this case, out of the £400 that department I
sends back to obtain commodities from department II, section 1 .
originally laid out £300, i.e. £200 in money with which it drew elements
of fixed capital in kind from department I, and £100 in money to medi
ate its commodity exchange with department I ; section 2, on the other
hand, advanced only a quarter of the £400, i.e. £100, also for the media
tion of its commodity exchange with department I.
Out of the £400 in money, section 1 advanced £300 and section 2 £100.
This £400 however flows back as follows :
To section 1 : £100, i.e. only a third of the money it advanced. It
possesses, however, for the other two thirds, fixed capital to a value of
200. In return for this element of fixed capital to the value of 200 it
. has given money to department I, but not subsequently any commodity.
As far as this 200 is concerned, department II confronts department I
simply as a buyer, and not subsequently again as a seller. This money
cannot then flow back to section 1 ; otherwise this would have received
its elements of fixed capital from department I for nothing. As far as the
last third of the money it advanced is concerned, section 1 first appeared
as a buyer of the circulating components of its constant capital. With
the same money, department I buys from it the remainder of its com
modities to the value of 100. The money thus flows back to section 1 of
department II because this section appears as a seller of commodities
directly after having appeared as a buyer. If the money did not flow
back to it, then sectiOli 1 would firstly have given £100 in money to
department I for commodities to a value of 100, and then a further 100
in commodities into the bargain, i.e. it would have given its com
modities away as a present.
Section 2, on the other hand, which laid out £100 in money, receives
a reflux of £300; £100, because it firstly cast £100 in money into the
circulation sphere as a buyer, and receives this back as a seller ; and
£200, because it functions only as a seller of commodities to the
amount of £200, and not also as a buyer to. this amount. Thus the
money cannot flow back to department I. The wear and tear Df the
fixed capital is therefore paid for by the money cast into. circulatiDn by
department II, section 1 , in the purchase of elements of fixed capital ;
but it does not come into section 2's hands as the money of section 1,
but rather as money belonging to department I.
(b) On this assumption, the remnant of l ie is distributed in such a
way that section 1 has [only] £200 in money, and section 2 the 400 in
commodities.
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Section 1 has sold all its commodities, but the £200 in money is the

to it when department I I, section

1,
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receives the second half of depart

changed form of the fixed component of its constant capital, which it

ment I's 400 commodities. Section 1 of department I I has laid out £200

in place of its money, receives commodities from department I to the

return to it but rather serves to realize in money the residual 200e of

a maximum, to cast into circulation only £200, since for half the value

for commodity exchange, £200, flows back to department I not via

has to renew in kind. It appears here, therefore, simply as a buyer, and,

same amount in the natural elements of fixed capital. Section 2 has, as

in money simply as the buyer of elements of fixed capital ; this does not

�

commoditi s from department I I, section 2, while the money laid out

of its commodities it only sells to department I, and does not buy from

department II, section 2, but rather via II section 1. For its commodi

change between departments I and I I.)

to it · the 200 in money it advanced for the conversion of the 800 com

it. (If no money is advanced by department I for the commodity ex

£400 then returns to section 2 from the circulation sphere ; £200, be

ties of 400 an equivalent in commodities to the sum of 400 has returned

d

£

mo ities has similarly returned to it, and so everything is in order.

cause it advanced this as a buyer and receives it back as a seller of com

modities to the value of £200 ; and £200, because it sold commoditiys to

department I to the value of 200, without withdrawing an equivalent in

value for these from department I.

(c) Section I possesses £200 in money and 200e in commodities ; sec

tion 2 has 200 (d) in commodities.

On this assumption, section 2 does not have to advance anything in

money, because it no longer functions at all as a buyer vis-a.-vis depart

ment I, but rather only as a seller, and thus has to wait until its goods

are bought.

Section 1 advances £400 in money; £200 for mutual commodity ex

change with department I, £200 as a mere buyer from it. With this

latter £200 in money, it buys its elements of fixed capital.

Department I uses £200 to buy 200 in commodities from section 1 ,

and i t is therefore t o section

1

that the £200 advanced i n money for this

commodity exchange returns ; department I uses the other £200 - which
it has also obtained from section 1 - to buy commodities worth 200

from section 2, which thereby has the wear and tear of its fixed capital

precipitated out in money.

The situation would in no way be changed if it were assumed that in

case (c) it was department

I

instead of department I I, section 1 , that

advanced the £200 in money for the exchange of the existing values. If

department

I first buys commodities from department I I, section 2, for

£200 (we have assumed that this section only has to sell this remnant of
its commodities), then the £200 does not return to department I, since

department I I, section 2, no longer appears as a buyer ; but department

I I, section

1 , then has £200 in money to buy with and a further 200 in

commodities to be exchanged, thus a total of 400 to be exchanged with

department

I. £200 in money then returns to department I from depart
ment I I, sectjon 2. If department I lays this out again in order to buy
the 200 in commodities from department I I, section 1 , then this returns

*

The difficulty that emerged in connection with the exchange :
I. 1,000v + 1 ,OOOs
�
II.
2,000e

was reduced to the difficulty in converting the remnants :

I. 400s
_
. •
I I. (1) 200 money+ 200e commodities + (2) 200e commodItIes,

or to make the matter still clearer :
1. 200s+ 200s

I I. (1) 200 money + 200e commoditie s+ (2) 200e commodities.
Since 200 in commodities in department I I, section 1, is exchanged

�

for 200 Is ( ommodities), and since all the money that circulates for
this exchange of 400 in commodities between departments I and I I
returns to the department which advanced i t , whether I o r I I, this
money, as an element of the exchange between departm�nts I and I I, is
in fact not an element of our present problem. To put It another way,

if we assume that in this exchange between 200 Is (commodities) and
200 lIe (commodities of department I I, section 1), the money functions
as means of payment, and not as means of purchase, and thus not as a

' means of circulation ' in the strictest sense, then it is evident that,
since the commodities 200 Is and 200 lIe (section 1) are of equal value,
and means of production to a value of 200 are exchanged for means of
consumption to a value of 200, the money functions here only ideally,

and no money really has to be cast into the circulation sphere to settle
the balance, either by one side or the other. The problem therefore
emerges in its pure form only if we cancel out the commodities 200 Is
on the side of department I, and their equivalent, commodities 200 l Ie
(section 1) on the side of department I I.

Mter eliminating these two amounts of commodities of the same
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value (l and In that mutually balance each other, the remnant to be
exchanged, in which the problem emerges in its pure form, remains as
follows :
I. 200s commodities
I I. (1) 200c (money) + (2) 200e (commodities).
It is clear her.e that department I I, section 1, buys the components
of its fixed capital 200 Is with £200 in money ; the fixed capital of depart
ment I, a value of 200, is transformed from the commodity form (as
means of production, and indeed as elements of fixed capital) into the
money form. With this money, department I buys means of consump
tion from department I I, section 2, and the result, for department I I,
is that section 1 has been able to renew a fixed component of its constant
capital in kind; and that section 2 has another component (which re
·
places the wear and tear of its fixed capital) precipitated out in money.
This continues each year, until this component too is due to be replaced
in kind.
The precondition here is evidently that the fixed component of de
partment I I's constant capital which in any given year has been trans
formed back into money to its full value and thus has to be renewed in
kind (section 1) has to be equal to the annual wear and tear of the other
fixed component of the constant capital in department II which still
goes on functioning in its old natural form, and whose wear and tear,
the loss of value that it transfers to the commodities in whose produc
tion it is involved, has first to be replaced in money. Such a balance
accordingly appears as a law of reproduction on the same scale ; which
means in other words that the proportionate division of labour in
dep�tment I, where means of production are produced, must remain
unaltered, in so far as it supplies on the one hand circulating, and
on the other hand fixed components of the constant capital of de
partment II.
Before we investigate this more closely, we must first see how the
matter stands if the residual amount of IIe(1) is not equal to the rem
nant of I Ie(2). It may be greater or less, so we shall examine each case
separately.

First Case
I. 200s'
II. (1) 220c (in money) + (2) 200e (in commodities).
Here I Ie(1) buys commodities 200 Is for £200 in money, and depart
ment I uses the same money to buy commodities 200 IIe(2), i.e. the
component of fixed capital that has to be precipitated out in money ; the
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latter is thereby realized. But 20 IIe(1) in money cannot be transformed
back into fixed capital in kind.
It might seem that this unfortunate state of affairs can be rectified if
we take the remnant of Is as 220 instead of 200, so that, out of the 2,000
I, only 1 ,780 instead of 1,800 have been disposed of by earlier ex
change. In this case, then, we have :
I. 220s'
II. (1) 220c (in money) + (2) 200c (in commodities).
Department II section 1 buys the 220 Is for £220 in money, and I
then buys the 200 l Ie (2) in commodities for £200. But there is still £20
on the side of department I, a piece of surplus-value that it can only
hold onto in money, and cannot spend on means of consumption. The
difficulty is only shifted from l Ie (section 1) to Is.
If we now assume on the other hand that IIe (section 1) is smaller
than IIe (section 2), then we have :

Second Case
I. 200s (in commodities).
I I. (1) 1 80c (in money) + (2) 200c (in commodities).
Department II, section 1, buys commodities 1 80 Is for £180 in
money ; department I uses this money to buy commodities to the same
value from department II, section 2, i.e. 1 80 IIe(2). There remains an
unsaleable 20 Is on one side, and similarly 20 I 1e(2) on the other; com
modities to the value of 40 that cannot be transformed into money.
It would not be any use to take the remnant in department I as 1 80 ;
there would certainly not b e any longer a surplus i n department I , but
there would still be an unsaleable surplus in IIe (section 2), one which
could not be transformed into money.
in the first case, where I I(1) is bigger than I I(2), there remains on the
side of IIcC1) a surplus in money which cannot be transformed into
fixed capital, or if the remnant Is is taken as =IIe(1), the same surplus
in money on the part of Is, which cannot be transformed into means of
consumption.
In the second case, where IIe(1) is smaller than I IcC2), there remains
a monetary deficit on the part of both the 200 Is and the IIcC2), and the
same surplus in commodities on the two sides ; or if the remnant Is is
taken as = I1cC1), a deficit in money and a surplus in commodities on
the part of I IcC2).
If we take the remnant Is as always equal to I1e(1) - since production
is determined by orders, and it does not alter the reproduction in any
way if this year more components of fixed capital, and next year more
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components of circulating capital, are produced by department I for
department II's constant capital - then in the first case Is could be
transformed back into means of consumption only if department I
bought with it a part of the surplus-value of department I I, so that,
instead of being consumed, this was accumulated by department II as
money; in the second case, it would only help if department I spent the
money itself, i.e. the hypothesis that we rejected.
If II/I) is bigger than 11/2), then an import of foreign ,commodities
is needed in order to realize the monetary surplus in Is. If IIe(1) is less
. than I I/2) , then conversely an export of commodities II (means of
consumption) is needed to realize the wear and tear component in IIe
in means of production. In both cases, foreign trade is necessary.
Even if we assume, in considering reproduction on a constant scale,
that the productivity of all branches of industry, and thus also the
proportionate value ratios of their commodity products, remains con
stant, the two cases last mentioned, in which IIcCI) is greater or less
than IIe(2) , would still be of interest for production on an expanded
scale, where they will inevitably arise.

(c) Results
As far as the replacement of the fixed capital is concerned, the follow
ing general points can be made:
Suppose that all other circumstances remain the same, i.e. not only
the scale of production, but also and particularly the productivity of
labour. Then if a greater part of the fixed element of lIe becomes de
funct than it did the previous yeat, and therefore a greater part has
to be renewed in kind, that portion of fixed capital that is as yet only
en route to its demise, and has to be replaced in money for the time
being, until it actually does expire, must decline in the same proportion,
since, according to our assumption, the sum (including the value sum)
of the portion of fixed capital functioning in department II remains the
same. This however brings about the following situation : Firstly, if a
greater part of department I's commodity capital consists of elements
of the fixed capital of l Ie' then the circulating component for lIe is so
much the less, since the total amount that department I produces for
l Ie remains unchanged. If one part increases, then the other must de
cline, and vice versa. On the other hand, however, the total production
of department II also remains the same. But how is this possible if its
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raw materials, work in progress and ancillary materials decrease (i.e.
the circulating elements of constant capital in department II) ? Secondly,
a greater part of the fixed capital l Ie' restored in the money form, flows
to department I to be changed back from the money form into the
natural form. Thus additional money accrues to department I, besides
the money that circulates simply to exchange commodities between I
and I I : money the'! does not mediate reciprocal commodity exchange,
but appears in its unilateral function as a means of purchase. At the
same time, however, the quantity of commodities lIe that bears the
replacement value of the wear and tear would be proportionately re
duced, i.e. the quantity of commodities in department II that does not
have to be exchanged against commodities from department I, but
only against department I's money. More money from department II
would flow to department I as mere means of purchase, and there
would be fewer commodities from department II towards which de
partment I had to function merely as a buyer. A greater part of Is - for
I has already been converted into department II commodities - would
thus not be convertible into commodities I I, and would be held fast in
the money form.
We do not need here to go any further into the opposite case, where
the reproduction of the defunct fixed capital in department II was less
in one year and the wear and tear component greater.
There would be a crisis - a crisis of production - despite reproduc
tion on a constant scale.
In short, if in the case of simple reproduction and with other circum
stances remaining the same - i.e. particularly with the productivity,
overall amount and intensity of labour remaining unchanged - a con
stant proportion is not assumed between the defunct fixed capital (that
needing renewal) and the fixed capital which continues to operate in.the
old natural form (merely adding value to its products to replace its
wear and tear), then in one case the amount of circulating components
to be reproduced remains the same, but the amount of fixed components
to be replaced will have increased ; the total production of department I
therefore has to grow, or else there would be an insufficient amount of
reproduction quite independent of the monetary relations.
In the oth �r case, if the proportionate size of the fixed capital in
department II that has to be reproduced in kind declines, then the
amount of constant capital I I's circulating components that have been
reproduced by department I remains unchanged, while the fixed com
ponents to be reproduced have declined. There is thus either a reduc-
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tion in the total production of department I, or alternatively a surplus
(as previously a deficit), a surplus that cannot be realized.
The same labour can certainly supply in the first case a greater pro�
duct, with increased productivity, extension or intensity, and in this way
the deficit in the first case could be covered ; but a change of this kind
could not occur without a shift of labour and capital from one branch
of production in department I to another, and any displacement of
this kind would produce momentary dislocations. Secondly, however,
in so far as extension and intensification of labour increase, department
I would have more value to exchange for less value from department II,
i.e. department I's product would depreciate�
The reverse happens in the second case, where department I has either
to contract its production, which means a crisis for the workers and
capitalists engaged in it, or to supply a surplus, which again leads to
crisis. Of themselves, these surpluses are no evil, rather an advantage ;
in capitalist production however, they are an evil.
Foreign trade could help in both cases, in the first to exchange for
means of consumption the commodities from department I which are
held fast in the money form, in the second to dispose of the surplus
commodities. But foreign trade, in so far as it does not just replace
elements (and their value), only shifts the contradictions to a broader
sphere, and gives them a wider orbit.
Once we dispense with the capitalist form of reproduction, then the
whole problem boils down to the fact that the magnitude of the part
of fixed capital that becomes defunct and has therefore to be replaced
in kind varies in successive years (here we are dealing simply with the
fixed capital functioning in the production of means of consumption).
If it is very large one year (if the mortality is above the average, just as
with human beings), then in the following years it will certainly be so
much the less. The mass of raw materials, work in progress, and ancil�
laries needed for the annual production of means of consumption assuming that other circumstances remain the same - does not diminish
on this account ; and so the total production of the means of production
would have to increase in one case, and decrease in the other. This can·
only be remedied by perpetual relative over-production ; on the one
hand a greater quantity of fixed capital is produced than is directly
needed ; on the other hand, and this is particularly important, a stock of
raw materials etc. is produced that surpasses the immediate annual
need (this is particularly true of means of subsistence). Over-production
of this kind is equivalent to control by the society over the objective

means of its own reproduction. Within capitalist society, however, it is
an anarchic element.
This example of fixed capital - in the context of reproduction on a
constant scale - is a striking one. A disproportionate production of
fixed and circulating capital is a factor much favoured by the economists
in their explanation of crises. It is something new to them that a dis
proportion of this kind can and must arise from the mere maintenance
of the fixed capital ; that it can and must arise on the assumption of an
ideal normal production, with simple reproduction of the social capital
already functioning.

12. T H E R E P R O D U C T I O N OF T H E M O N E Y M A T E R I A L

One factor has so far been completely disregarded, namely the annual
reproduction of gold and silver. As the mere raw material for luxury
articles, for gold and silver plating, etc., these would no more need
special mention here than any other products. However, they play an
important role as money material and hence as potential mo�ey. For
the sake of simplification, we take gold as the sole money matenal here.
According to earlier figures, the world's total annual gold production
amounted to some 800,000-900,000 lb., i.e. between 1, 100 and 1 ,250
million marks. According to Soetbeer,12 however, the average for the
years between 1 871 and 1 875 was only 170,674 kilograms, or a value of
approximately 476 million marks .. Australia supplied around 1 67
million marks worth, the U S A 1 66 million and Russia 93 million. The
remainder was divided between various countries in amounts of less
than 10 million marks each. The annual silver production, during the
same period, amounted to something under 2 million kilos, with a :a!ue
of 354!- million marks, of which Mexico supplied about 108 �.lI�lOn
marks worth, the U S A 102, South America 67, Germany 26 Inllhon,
etc. *
Of the countries in which capitalist production is dominant, only the
U S A is a producer of gold and silver ; the European capitalist countries
receive almost all their gold and by far the greater portion of their
silver from Australia, the U S A, Mexico, South America and Russia.
12. Adolf Soetbeer, Edelmetall-Produktion, Gotha, 1 879 [po 1 1 2}.

*The value of a German mark in 1 871 was approximately 1 1 · 7d. in the English
money of the time, or 20·43 to the £.
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However, we propose to put gold mines into the country of capitalist
production whose annual reproduction we are analysing here, for the
following reason :

Capitalist production never exists without foreign trade. If normal
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always get rid of their commodity, which always exists in a directly
exchangeable form.

Let us assume that a cotton spinner has paid his workers 5v, and that

these supply him - leaving aside his surplus-value - with spun yarn

annual reproduction on a given scale is presupposed, then it is also

equal to 5 ; the workers then buy lIe to the value of 5, and department

only by those of other use or natural forms, without affecting value

back in money to the cotton spinner. In the case assumed here, on the

the two categories, means of production and means of consumption,

its workers, in money which already belonged earlier to the circulation

supposed together with this that foreign trade replaces domestic articles

ratios, and therefore without affecting either the value ratios in which
mutually exchange for one another, or the ratios between the constant
capital, variable capital and surplus-value into which the value of the

product of each of these categories can be broken down. Bringing
foreign trade into an analysis of the value of the product annually re
produced can therefore only confuse things, without supplying any new
factor either to the problem or to its solution. We therefore completely
abstract from it here, and treat gold as a direct element of the annual

reproduction, not as a commodity imported from abroad by exchange.
The production of gold belongs, along with metal production in
general, to department I, the category which comprises the production
of means of production. We intend to assume that the annual gold

product

=

30 (for convenience only, as this is in fact far too high in

relation to the other figures in our schema) ; this value can be broken
down into 20e+5v+ 5.\ ; the 20e is to be exchanged against other elements

of Ic' and this will be considered below [see p. 548, note 1 4J ; the 5v+ 5s'

however, has to be exchanged against elements of lIe' i.e. means of
consumption.
As far as the 5v is concerned, every gold-producin g business first be
gins by buying labour-power ; not with the gold it has itself produced,

but with an aliquot part of the money already in stock in the country.
The workers use this v to withdraw means of consumption from depart

ment I I, and department II uses it to buy materials of production from
department I. Let us say that department II buys gold worth 2 from
department I as a commodity material, etc. (a component of its constant
capital), so that 2v flows back to the gold producers in department I in

money that already belonged earlier to the circulation sphere. If de
partment II buys nothing more in gold material from department I, the
gold producers there still buy from II, in as much as they cast their
gold into the circulation here as money, since gold can buy every com
modity. The difference is simply that department I does not appear here
as

a seller, but only as a buyer. The gold-diggers in department

I can

II buys yarn from department I for 5 in money, so that the 5v flows

other hand, Ig

(as we shall denote the gold producers) advances 5v to

sphere ; these spend the money on means of subsistence, but out of

this 5, only 2 returns from department II back to Ig. Ig, however, can

begin the reproduction process again just as well as the cotton-spinner

can, as its workers have supplied it with 5 in gold. 2 of this has been
sold, and it still has 3 left in gold, which therefore only has to be
coined, 1 3 or transformed into banknotes, for its whole variable capital
to exist again in its hands in the money form, without any further
mediation by department H.

Even in this first process of annual reproduction, however, a change
has taken place in the quantity of money actually or virtually belonging
to the circulation sphere. We assumed that He bought 2v(Ig) !is material,

and that Ig laid out 3 again in department II as the money form of
variable capital. Thus the value of 3 that remained within department
II and did not flow b,j(�k to department I, comes from the sum of

�

m ney supplied by the new gold production. According to our assump
tion, department H has satisfied its need for gold material. The 3

remains in its hands as a gold hoard. It cannot form any element of its
constant capital, and department II already had sufficient money capital
to purchase labour-power ; furthermore, with the exception of the wear
and tear element, this additional 3g has no function to perform within

II for a part of which it was exchanged (it could only serve to meet a
pr portionate part of the wear and tear element if IIcCl) were smaller
than IIcC2), which would be accidental). On the other hand, however,

�

even with the exception of the wear and tear element, the entire com
modity product IIe has to be exchanged for means of production

I�+�* - hence this money must be completely transferred from lIe to
.
.
IIS' whether this exists in necessary means of SubSIstence or In luxury
1 3 . 'A considerable quantity of gold bullion . . . is taken direct to the mint in San

Francisco by the owners.' Reports of H.M. Secretaries of Embassy and Legation,
1 879, Part I I I, p. 337.

* See above, pp. 474-8.
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items, and the corresponding commodity value must be transferred
conversely, from l Is to l Ie. The result is that a part of the surplus-valu
is stored away as a money hoard.
In the second year's reproduction, if the same proportion of the gold
annually produced continues to be used as money, 2 will once again
flow back to Ig and 3 will be replaced in kind, i .e. will be set free again
in department II as a hoard, etc.
As far as the variable capital is concerned, we can say generally that
capitalist Ig, just like any other, always has to advance this capital in
money for the purchase of labour-power. As far as this v is concerned
it is not he but his workers who have to buy from department I I ; th
the case in which he appears as buyer and casts gold into department I I
can never arise unless the latter takes the initiative. But i n s o far as
department II buys material from him, and needs to convert its constant
capital lIe into gold material, part of (Ig)v flows back to him from
department II in the same way as to other capitalists in department I ;
t o the extent that this is not the case, h e directly replaces his v in gold
from his own product. But in the proportion to which the v advanced
as money does not flow back to him from department II, a part of it
that has already been advanced to the circulation sphere is transformed
into a hoard (this part is the money that flowed to him from department
I and did not return there), and a part of his surplus-value is therefore
. not spent on means of consumption. As new gold mines are constantly
opened, or old o�es reopened, so a definite proportion of the money
th�t Ig has to lay out on v is always part of the quantity of money in
eXIstence before the new gold production ; it was cast into department
I I by way of its workers, and, to the extent that it does not return to
Ig from department I I, it forms an element of hoard formation there.
As far as (lg)s is concerned, Ig can always appear here as a buyer ; it
casts its S into the circulation sphere as gold, and correspondingly with
draws means of consumption lIe; here the gold is partly used as material
and hence functions as a real element of the constant component c o
department II's productive capital ; and in as much as this is not the
case, it again becomes an element of hoard formation as a part of I I
that persists in money. It i s clear - even leaving aside the I , which wil
be considered Iater14 - that even simple reproduction, wh ch excludes
accumulation in the strict sense of the term, i.e. reproduction on an
expanded scale, necessarily involves the storage of money, or hoard

;

�

f

i

i

14. No investigation of the exchange of the newly produced gold within the con

stant capital of department I is to be found in the manuscript. - F.E.

formation. And since this is repeated anew each year, it explains the
assumption from which we proceeded in considering capitalist produc
tion, namely that at the beginning of the reproduction process, the
capitalists in departments I and II must each already possess a quantity
of the monetary medium which corresponds to the amount of com
modity exchange. There is even storage of this kind after deduction of
the gold lost by the abrasion of the money in circulation.
It is self-evident that the greater the maturity of capitalist production,
the greater is the quantity of money accumulated on all sides, and the
smaller therefore the proportion that the new gold production of each
year adds to this quantity, even though this addition may be quite
significant in absolute terms. We come back once again, then, in general
terms, to the objection made against Tooke [see p. 404 above]: how is
it possible for each capitalist to withdraw a surplus-value from the
annual product in money, i.e. to withdraw more money from the circu
lation sphere than he cast into it, since in the final analysis the capitalist
class itself must be seen as the origin of all money in circulation?
We note on this point, by way of summary of what has already been
developed earlier (Chapter 17) :
1 . The only assumption required here is that there should always be
sufficient money to convert the various elements of the commodity
mass annually reproduced. This is in no way affected by the fact that a
part of the commodity value consists of surplus-value. If the whole of
production belonged to the workers themselves, then their surplus
labour would be surplus labour for themselves, not for the capitalists,
but the mass of commodity value in circulation would be the same
and would require, given that other circumstances also remained the
same, the same amount of money for its circulation. The question in
both cases is simply : where does the money come from to convert
this total commodity value? It is not : where does the money come from
to realize the surplus-val ue?
Moreover, to come back to this once again, each individual com
modity consists of c+v+s, and so a certain sum of money is necessary
for the circulatioli of the capital c+ v, and another sum of money is
needed for the circulation of the capitalists' revenue, the surplus-value s.
Just as for the individual capitalist, so for the class as a whole, the money
in which it advances capital is different from the money in which it spends
revenue. Where does this latter money come from? Simply from the
fact that of the mass of money that exists in the hands of the capitalist
class, which is by and large the total quantity of money that exists in

!I
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the society, one part circulates the capitalists ' revenue. We already saw
ab ove how each capit
' al'1st who sets up a new business fishes back the
money that he spends on means of consumption for his own main
tenance, once the business is under way, in the shape of money wh'ICh
serves t0 real'lze h'IS surplus-value. Generally speaking' however, the
whole difficulty arises from two sources, as follows :
Firstly, if we consider simply the circulation sphere and the turnover
conSI'd er the capitalist simply as the personificati on of
'
of �apI'ta1, I.e.
capItal - not also as capitalist consumer and man of the world then
a thoug we certainly see him constantly casting surplus-value into
cIrculatIOn as a component of his commodity capital, we never see
. h'I� hands as a form of revenue, we never see him casting
money m
. for the consumption of his surplus-value.
.
money mto
c�rculatIon
Seco�dlY If the capitalist class casts a certain sum of money into
�
.
cIrcul tIOn m the shape of revenue, it appears as if it paid an equivalent
for thIS part of the total annual product, and that this has thereby
ceased to represent surplus-value. But the surplus product in which the
, represented costs the capitalist class nothing. As a class
urplus-value IS
It possesses it and enjoys it free of charge, and the monetary circulatio
cannot a ter this in any way. The change that this brings about simply
,
consIsts
m the f ct t at each capitalist, instead of consuming his own
surplus Product m kmd, for which in most cases it would not be suft
,
able, WIthdraws
commodities of all kinds from the total stock to the
amount of t e surplus-value that he appropriated, and appropriates
the e. The cIrculation mechanism, however, has shown that if the
, dass casts money into CIrculation to be spent as revenue, it
c pItahst
, same money again from circulation, and so the same
WIthdraws thIS
proce s can a ways begin anew ; considered as a capitalist class, there
fore, It remams now as before in possession of this sum of money
n eded for the realization of its surplus-value. If the capitalist not only
wIthdra s surplus-value from the commodity market in the form of
, for hIS
, consumption fund, but at the same time the money
c mmo ItIes
WIth wh ch he buys these commodities flows back to him, he has evi
dently WIthdrawn the commodities from circulation without an equiva
lent. They cost
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On this passage of our Adam's, Thomas Tooke remarks (An Inquiry

into the Currency Principle, London, 1 844, pp. 34-6 passim) :
•

There can be no doubt that the distinction here made is substantially
correct . . . the interchange between dealers and consumers including
the payment of wages, which constitute the principal means of the
consumers . . . All the transactions between dealers and dealers, by
which are to be understood all sales from the producer or importer,
through all the stages of intermediate processes of manufacture or
otherwise to the retail dealer or the exporting merchant, are resolvable
into movements or transfers of capital. Now transfers of capital do not
necessarily suppose nor do actually as a matter of fact entail, in the
great majority of transactions, a passing of money, that is, bank-notes
or coin - I mean bodily, and not by fiction - at the time of transfer . . .
The total amount of the transactions between dealers and dealers must,
in the last resort, be determined and limited by the amount of those
between dealers and consumers. '
If we took this last sentence by itself, we might believe Tooke was
simply claiming that there was a certain ratio between the 'transactions
between dealers ' and ' those between dealers and consumers ', in other
words between the value of the total annual revenue and the value of
the capital with which it is produced. But this is not the case. He ex�
pressly endorses the Smithian conception. A special criticism of his
circulation theory would thus be superfluous.
2. Every industrial capital, at its outset, casts money into circulation
all at once for the entire fixed component of its capital, and it recovers
this only gradually over a series of years by the sale of its annual pro
duct. It therefore casts more money into the circulation sphere at first
than it withdraws from this. This is repeated each time that the entire
capital is renewed in kind ; it is repeated each year for a certain number
of businesses, those whose fixed capital has to be renewed in kind ; it is
repeated partially with each repair, with each fractional renewal of the
fixed capital. If at one point more money is withdrawn from circulation
than is cast in, the reverse is the case at another point.
In all branches of industry whose production periods (as distinct
from their working periods) extend over a relatively long tim..:, money
is constantly cast into circulation by the capitalist producers during this
period, partly in payment for the labour-power applied, partly for
purchasing the means of production that are to be used. Means of
production are therefore withdrawn from the commodity market
directly, and means of consumption in part indirectly, by the workers
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when they spend their wages, and in part also directly by the capitalists
themselves, who in no way suspend their consumption, even though
they do not cast into the market at the same time an equivalent in
commodities. During this period, the money that the capitalists cast
into circulation serves to realize commodity value, including the surplus
value contained in it. This factor becomes very important in developed
capitalist production, in connection with long-drawn-out enterprises
undertaken by joint-stock companies, etc. such as the building of
railways, canals, docks, large municipal buildings, the construction of
iron ships, the draining of land on a large scale, etc.
3. While the other capitalists, apart from their outlay on fixed capital,
withdraw more money from the circulation sphere than they cast into
it for the purchase of labour-power and the circulating elements, the
gold- and silver-producing capitalists cast only money into circulation
(leaving aside the portion of precious metal serving as raw material),
while they withdraw only commodities from it. Their constant capital
(WIth the exception of the wear and tear component), the greater part
of their variable capital and their entire surplus-value (with the excep
tion of a certain hoard that is accumulated in their own hands) is cast
into the circulation sphere as money.
4. It is certainly true that all kinds of things circulate as commodities
that were not produced within the year : plots of land, houses, etc., as
well as products whose production period extends over longer than a
year, such as cattle, wood, wine, etc. It is important to establish, for
these and other phenomena, that besides the sum of money required
for direct circulation, there is always a certain quantity in a latent and
non-functioning state, which can come out and function on a given
impulse. The value of these products also often circulates bit by bit
and gradually : for example the value of houses circulates in rent over
a series of years.
On the other hand, not all the motions of the reproduction process
are mediated by money circulation. The entire production process falls
outside it, once its elements have been procured. So do all products
that the producer directly consumes himself - whether individually, or
productively - including the provisions paid in kind to agricultural
workers.
Thus the quantity of money that circulates the annual product is
present in society and has been accumulated bit by bit. It does not form
part of the value product of the present year, with the possible excep
tion of the gold that replaces worn-out coins.
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In this presentation we have presupposed the exclusive circulation of

from the industrial use of his slave or indirectly by renting the slave to

precious metals as money, and, together with this, the simplest form of

other industrial users (e. g. for work in the mines), was simply con

circulation money can function also as a means of payment, and actually

production the industrial capitalist puts a portion of his surplus-value

cash purchases and sales ; though even on the basis of simple metallic

sidered as interest (together with amortization), just as in capitalist

has functioned in this way historically, and a system of credit and cer

down in his accounts together with the wear and tear of his fixed capital,

This assumption was made not simply for methodological reasons,

with capitalists who rent out fixed capital (houses, machines etc.).

tain aspects of the credit mechanism have developed on this basis.

although the importance of these is shown by the simple fact that both
Tooke and his school, and their opponents, were constantly forced in

as interest and replacement for the fixed capital ; this is also the rule
Mere domestic slaves, whether they are used to perform necessary
services Qr simply as a display of luxury, are not considered here ; they

their controversies over the circulation of bank notes to come back

correspond to our servant class. But even the slave system - in as much

but then they did so very superficially, and

facture, ship-building, etc., as in the developed Greek states and in

again to the hypothesis of pure metallic circulation. They were forced
to do this

post festum, *

necessarily so, since this starting-point fulfilled only an incidental
function in their analysis.
However, the simplest consideration of monetary circulation in the
form in which it

developed spontaneously -

and this monetary circula

tion is here an immanent moment of the annual process of reproduc
tion - shows the following :
(a) On the assumption of developed capitalist production, i.e. the

as it was the dominant form of productive labour in agriculture, manu

Rome - retains an element of natural economy. The slave market itself
constantly receives supplies of the commodity labour-power from war,
piracy, etc., and this pillage is not mediated by a process of circulation,
but is rather the appropriation in kind of other people's labour-power
by direct physical compulsion. Even in the U S A, after the border area
between the wage-labour states of the North and the slave states of the
South had been transformed into a slave-breeding zone for the South,

domination of the system of wage-labour, money capital evidently plays

and where the slave thrown onto the market had therefore himself

advanced. To the degree that the wage system develops, all products are

insufficient, and the African slave trade had to be carried on for as

a major role, in as much as it is the form in which variable capital is

become an element of the annual reproduction, this was for a long while

transformed into commodities, and all - with a few important excep

long as possible in order to fill the requirements of the market.

a phase in their development. The quantity of money in circulation

of capitalist production, for the reconversion of the annual product,

tions - must therefore jointly undergo the transformation into money as

(b) The fluxes and refluxes of money which take place on the basis

must be sufficient for the realization of the commodities, and the greater

and which have grown up spontaneously; the advances of fixed capital

by industrial capitalists in payment of labour-power and mainly func

this value from circulation by a process that extends over a penod of

part of this is supplied in the form of wages, of money that is advanced

tions in the hands of the workers only as a means of circulation (means
of purchase). This is in complete contrast to natural economy,t such as

predominates on the basis of every form of personal bondage (including
serfdom), and still more so on the basis of more or less primitive com

�

at a single stroke, to its entire value, and the progressive withdra al of

�

many years, i.e. its gradual reconstitution in the money form by annu l
.
hoard formation, a hoard formation that is completely differ nt In

:

nature from the hoard formation based on the new gold productIOn of
each year that accompanies it ; the different lengths of time for which

munities, whether or not these involve relations of bondage or slavery.

money has to be. advanced, which vary according to the length of the

labour-power plays the role of fixed capital in the money form, and is

in each case a prior formation of a hoard before the money can be

In the slave system, the money capital laid out on the purchase of

only gradually replaced as the active life of the slave comes to an end.

This is why in Athens the profit that a slave-owner drew, either directly
·See above,

p. 390.

t ' NaturaI economy' in the sense of the relative absence of commodity exchange;
see above, pp. 1 94-6.

d

production perio s of the commodities, and for which there has to be

withdrawn from circulation by the sale of the commodity involved;

f

the varying times o ' advance that arise simply from differences in the

�

distance of the point of production from the market outlet ; as wel as

the variation in the size and period ofthe reflux according to the condition

or the relative size of the production stocks in different businesses and
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for the different individual capitalists in the same line of business, i.e.
the dates of purchase of the elements of constant capital, and all this
during the year's reproduction - all these different aspects of the spon
taneous movement had only to be noted and brought to light by ex
perience, in order to give rise both to a methodical use of the mechanical
aids of the credit system and to the actual fishing out of available loan
capital.
On top of all this, there is still the distinction between businesses
whose production proceeds continuously on the same scale, as long as
conditions remain otherwise the same, and those that employ labour
power in different degrees at different periods of the year, such as
agriculture.
13· D ESTUTT D E TRACY ' S THEORY O F REPR O D U C T I O N

15

The ' great logician ' Destutt d e Tracy* (cf. Volume 1 , p . 266, note 17)
will serve as an example of the confused and at the same time boastful
incomprehension shown by the political economists in dealing with the
social reproduction. Here is a man whom even Ricardo took seriously,
calling him ' a very distinguished writer' (Principles, p. 287 [Pelican,
edition]).
This ' distinguished writer' presents the following explanations of
the overall process of social reproduction and circulation :
'I shall be asked how it is that these industrial entrepreneurs make
such great profit s, and from whom they can draw them. My reply is
that they do so because they sell everything they produce dearer than it
cost them to produce it ; they sell :
'(1) to one another for the whole of that part of their consumption
which is destined to sa,tisfy their own needs, and which they pay for
with a part of their profits ;
'(2) to the wage-labourers, both those that they pay themselves and
those that the idlet capitalists pay; in this way they receive back from
15. From Manuscript I I.

* Antoine-Louis-Claude, comte Destutt de Tracy, sought to base his economic
theory directly on a sensualist philosophy. His TraUe de la volonte which Marx
criticizes here (later reprinted as Traite de l' economie politique) forms parts 4 and 5
of a larger work, E!emens d'ide%

gie.

t For Destutt de Tracy's conception of a ' sterile class ' or ' class of idlers ' who
simply live off the labour of others, see the discussion in Theories of Surplus- Value,
Part I, pp. 269-81 .
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the wage-labourers their entire wages, with the exception of their small
savings ;
'(3) to the idle capitalists, who pay them with the part of their revenue
that they have not already handed over to the workers directly employed
by them ; so that the entire rent that they pay these idle capitalists each
year flows back to them in one of these ways or another' (Destutt de
Tracy, Traite de fa volonte et de ses effets, Paris, 1 826 , p. 239).
The capitalists, therefore, get rich firstly by taking advantage of each
other in exchanging the part of the surplus-value that they devote to
their private consumption or consume as revenue. If this part of their
surplus-value or profits is £400, then this £400 becomes £500 if each
party to the £400 sells his share to another party 25 per cent too dear.
Since all of them do the same thing, the outcome is the same as if they
had sold to each other at the right price. It is simply that they need a
quantity of money of £500 to circulate a commodity value of £400, and
this would seem rather a method of impoverishing than enriching
them, in as much as they would have to hold a large part of their total
wealth unproductively in the useless form of means of circulation. The
whole thing comes down to the fact that the capitalist class, despite the
all-round nominal price increase of their commodities, have to distri
bute among themselves, for their private consumption, a commodity
stock of only £400, but that they do each other the favour of circulating
this £400 in commodity value with a quantity of money that is required
for £500 of commodity value.
In saying this, we entirely disregard the fact that ' a part of their
profits ' here, and thus generally, is assumed to be a stock of commodi
ties in which profit is represented. But what Destutt intends is pre
cisely to explain the origin of this profit. The quantity of money needed
to circulate it is a completely subordinate question. The mass of com
modities in which the profit is represented therefore appears to stem
from the fact that the capitalists not only sell this mass of commodities
to one another, which is already very fine and profound, but also all
sell it to each other too dear. Thus we now know one source of capital
ist enrichment. It comes to the same thing as the secret of 'Inspector
Brasig ', * that great poverty derives from great pauvrete.
2. The same capitalists also sell ' to the wage-labourers, both those
that they pay themselves and those that the idle capitalists pay ; in this
way they receive back from the wage-labourers their entire wages, with
the exception of their small savings '.
... A comic character in stories by Fritz Reuter.
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The reflux of money capital to the industrial capitalists, capital which
was advanced in this form by the capitalists as wages to the workers,
constitutes, for M. Destutt, the second source of enrichment of these
capitalists.
So if the capitalist class pays £100 to the workers in wages, say, and
these workers can therefore buy from the capitalist class commodities
to the same value of £100, so that the sum of £100 that the capitalists
advanced as buyers of labour-power flows back to them on the sale of
commodities of £100 to the workers, the capitalists are supposed to
enrich themselves by this. It would appear, from the standpoint of
ordinary common sense, that by means of this procedure the capitalists
would simply find themselves once more in possession of the £100 that
they previously possessed. At the beginning, they had £100 in money,
and they used this to buy £100 worth of labour-power. For this £100 in
money, the labour that is bought produces commodities of a value that,
as far as we know up to now, is £100. By selling this £100 of commodi
ties to the workers, the capitalists receive back £100 in money. The
capitalists therefore again have £100 in money, and the workers have
£100 in commodities that they themselves produced. How the capital
ists are supposed to get rich in this way is anybody's guess. If the £100
in money did not flow back to them, then they would first have paid
the workers £100 in money for their labour, and would secondly have
had to give them the product of this labour, £100 worth of means of
consumption, for nothing. The reflux might explain why the capitalists
do not become any the poorer by this operation, but in no way how they
become richer.
A further question, moreover, is how the capitalists come to possess
this £100 in money, and why the workers, instead of producing com
modities on their own account, are forced to exchange their labour
power for this £100. But this is something that a thinker of Destutt's
calibre takes as self-explanatory.
Destutt would not be quite satisfied with this solution. After all, he
did not actually tell us that one can get rich by spending a sum of £100
and then receiving back an equal sum of £100, i .e. by the reflux of £100
in money. What he told us is that the capitalists get rich ' because they
sell everything they produce dearer than it cost them to buy it ' .
So the capitalists must additionally get rich in their transactions with
the workers, by selling to them too dear. Excellent !
' They pay wages . . . and all this flows back to them by the spending
of all these people, who pay dearer for them ' (for the products) ' than
they cost them ' (the capitalists) 'in wages ' (p. 240).
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Do the capitalists thus pay the workers £100 in wages, and then sell
the workers their own product for £120, so that both the £100 has
flowed back to them, and a further £20 has been obtained in addition ?
This is impossible. The workers can pay only with the money that they
receive in the form of wages. If they receive £100 in wages from the
capitalists, they can buy only for £100, and not for £120. This would not
work at all. But there is still another way. The workers buy commodi
ties from the capitalists for £100, but receive in actual fact only com
modities to the value of £80. They have therefore been cheated out of
£20. And the capitalist has certainly got £20 richer, because he paid for
labour-power 20 per cent below its value, or indirectly made a de
duction of 20 per cent from the nominal wage.
The capitalist class would achieve the same end if they paid the
workers only £80 in wages from the beginning, and subsequently sup
plied them with £80 in commodity value for this £80 in money. This
would appear the normal way - taking the class as a whole - since
according to M. Destutt himself the working class must receive ' suffi
cient wages ' (p. 219), i.e. their wages must at least be sufficient to main
tain their existence and working ability, ' to procure them the barest
subsistence ' (p. 1 80). If the workers do not receive this sufficient wage,
then this spells ' the death of industry ' (p. 208), as Destutt himself
says, and is therefore, it would appear, not a means of enrichment for
the capitalists. But whatever may be the wage that the capitalist dass
pays the working class, this has a definite value, e.g. £80. If the capital
ist class pays £80 to the workers, it has to supply them with £80 in
commodity value, and the reflux of the £80 does not enrich them. If it
pays them £100 in money, and sells them a commodity value of £80 for
£100, then it pays them 25 per cent in money above their normal wages
but supplies them that much less than this in commodities.
In other words, the entire fund from which the capitalist class draws
its profit is formed by a deduction from the normal wage, by payment
of labour-power below its value, i .e. below the value of the means of
subsistence that are needed for the normal reproduction of the wage�
labourers. If the normal wage is paid, therefore, and this according to
Destutt is what should happen, then there does not exist any fund for
profit, neither for the industrial capitalists nor for the idle capitalists.
M. Destutt would thus have to reduce the entire secret of how the
capitalist gets rich to this : deduction from wages. The other funds of
surplus-value which he refers to under headings (1) and (3) would then
not exist.
In all countries therefore where the money wage of the workers is
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reduced to the value of the means of consumption necessary for their
subsistence as a class, there does not exist either a consumption fund
or an accumulation fund for the capitalists, and so no fund for the
existence of the capitalist class, and no capitalist class at all. And this
would certainly be the case, according to Destutt, in all rich and de
veloped, long-civilized countries, for here, ' in our old-established
societies, the fund from which wages are met . . . is almost a constant
quantity ' (p. 202).
Even given this deduction from wages, therefore, the capitalists are
not enriched because they first pay the workers £100 in money and
subsequently supply them with £80 worth of commodities for this £100 i.e. in fact circulate £80 worth of commodities by means of a sum of
money of £100, 25 per cent more than needed - but rather because they
appropriate besides the surplus-value - the part of the product in which
surplus-value is represented - a further 20 per cent* of that part of the
workers' product that should fall to them in the form of wages. In
Destutt's foolish conception, the capitalist class would not gain any
profit at all. They pay £100 for wages, and in return for this £100 give
the workers £80 worth of commodities from their own product. In the ,
next operation, however, they must again advance £100 for the same
procedure. Thus they achieve only the useless satisfaction of advancing
£100 in money and supplying in return £80, instead of advancing £80
and supplying £80 worth of commodities for it. I.e. they constantly
advance, to no avail, a money capital 25 per cent greater than is needed
for the circulation of their variable capital. This would indeed be a
qui te peculiar method of enrichment.
3. Finally, the industrial capitalist class sells 'to the idle capitalists,
who pay them with the part of their revenue that they have not already
handled over to the workers directly employed by them, so tha� the
entire rent that they pay these idle capitalists each year flows back to
them again in one of these ways or another' .
We have already seen that the industrial capitalists pay ' with a part
of their profits ' for ' the whole of that part of their consumption which
is destined to satisfy their own needs '.
Let us take it that their profits are £200. They consume £100, say, for
* Marx has ' 25 per cent ' here. But the £20 worth of commodities of which the

workers are supposedly cheated, in the example Marx sets up for Destutt, is of
course 20 per cent of the £ 1 00 worth which the workers ' shoul d ' get, even though
the extra £20 in money which allegedly enables the capitalists to sell the workers
£80 worth of commodities for £ 1 00 is, as Marx says, 25 per cent more than needed.
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their individual consumption. But the other half, a f�lI"ther £100, does
not belong to them, but to the idle capitalists, i.e. the recipients of
ground-rent and the capitalists who lend money at interest. They must
therefore pay these people £100. Let us say that out of this money, the
'
latter need £80 for their own consumption and £20 for the hire of
servants, etc. They therefore buy means of consumption for £80 from
the industrial capitalists. The latter thereby receive back, by parting
with £80 worth of products, £80 in money, or four fifths of the £100
that they paid to the idle capitalists under the headings of rent, interest,
etc. Moreover, the class of servants, the direct wage-labourers of the
idle capitalists, has received £20 from its masters. It too uses this to buy
means of consumption from the industrial capitalists, to the tune of
£20. The latter thereby receive back £20 in money, while they have
parted with £20 in products, and this is the last fifth of the £100 that
they paid to the idle capitalists as rent, interest, etc.
At the close of the transaction, the industrial capitalists have received
back the £100 in money that they remitted to the idle capitalists in pay
ment of rent, interest, etc., while half of their surplus product, or £100,
has been transferred from their hands into the consumption fund of the
idle capitalists.
It is evidently entirely superfluous, therefore, for the question we are
dealing with here, to bring in the division of the £100 between the idle
capitalists and their immediate wage-labourers. The situation is quite
simple : their rent and interest, in short the share of the surplus-value
of £200 that accrues to them, is paid them by the industrial capitalists
in money, £100. With this £100, they buy means of consumption directly
or indirectly from the industrial capitalists. They therefore pay back to
them £100 in money and take means of consumption in exchange for
£100.
This is how the reflux of the £100 paid by the industrial capitalists to
the idle capitalists has taken place. Is this reflux of money, as Destutt
imagines, a means of enrichment for the industrial capitalists? Before
the transaction, they had a sum of values of £200 ; £100 in money and
£100 in means of consumption. Mter the transaction they have only
half of the original sum of values. They again have £100 in money, but
they have lost the £100 in means of consumption that has been trans
ferred to the hands of the idle capitalists. They are therefore £100
poorer instead of £100 richer. If, instead of this detour of first paying
£100 in money and then receiving this £100 back again in payment for
£100 worth of means of consumption, they had directly paid rent,
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interest, etc. in the natural form of their product, then they would not
receive any money back from the circulation sphere, as they would not
have cast £100 of money into it. Payment in kind would have simply
presented the matter in such a way that half the value of the surplus
product of £200 was retained by the industrial capitalists themselves
and the other half given away to the idle capitalists without an equiva
lent. Even Destutt would not have tried to present this as a means of
enrichment.
The land and the capital that the industrial capitalists borrow from
the idle capitalists, and for which they have to pay them a part of the
surplus-value in the form of rent, interest, etc., is of course profitable
for them, for it is one of the conditions of production, both of the pro
duct in general, and of the part of the product that forms surplus pro
duct or in which surplus-value is represented. But this profit derives
from the use of the borrowed land and capital, and not from the price
that is paid for this. This price is rather a deduction from it. It would
otherwise be necessary to maintain that the industrial capitalists would
become not richer, but poorer, if they could keep the other half of the
surplus-value for themselves, instead of giving it away. But this is the
confusion that we are led into if phenomena of circulation, such as the
reflux of money, are lumped together with the distribution of the pro
duct that is simply mediated by these phenomena of circulation.
Despite all this, Destutt is still shrewd enough to note :
' Where do the revenues of these idle people come from? Do they not
come from the rents that are paid to them out of the profit of those who
make the idlers' capital work, i.e. those who use the funds of the former
to pay a labour that produces more than it costs - in short, the in
dustrialists ? It is to these that one must always go, therefore, to find the
source of all wealth. It is these who actually feed the wage-labourers
employed by the others.'
The payment of these rents, etc. is now a deduction from the profit
of the industrialists. Previously it was a means for them to get rich.
But our Destutt has one consolation l!;':ft. These brave industrialists
handle the idle capitalists just as they treat one another and the workers.
They sell them all commodities too dear, e.g. 20 per cent too dear. Only
two things are possible now. Either the idle capitalists have, besides the
£100 that they annually receive from the industrialists, further mone
tary resources, or they do not. In the first case, the industrialists sell
them commodities and values of £100 at a price, say, of £120. They
receive back for the sale of their commodities not only the £100 that
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they paid the idlers, but also a further £20 that actually forms new value
for them. How does the account now stand? They have given £100
worth of commodities away for nothing, for the £100 in money with
which part of it was paid for was their own money. A loss of £100. But
they have received, besides this, £20 as an addition to the price above its
value. This profit of £20, together with the loss of £100, makes a loss of
£80, which is still a loss and can never be a profit. The cheating prac
tised towards the idle capitalists has reduced the industrialists' loss, but
it has in no way transformed their loss into a means of enrichment.
This method will not work in the long run, however, as the idle capital
ists cannot pay out £120 each year if they receive only £100 in money.
The other method, therefore, is that the industrialists sell commodi
ties worth only £80 for the £100 in money that the idle capitalists pay
them. In this case, as before, they give £80 away for nothing, in the
form of rents, interest, etc. By way of this cheating, they have reduced
the tribute to the idle capitalists, but it still exists, and the idle capitalists
are in a position - according to the same theory, in which prices depend
on the good will of the sellers - to obtain £120 in future as rent, interest,
etc. for their land and capital, instead of £100 as previously.
, This striking development is completely worthy of the profound
thinker who on the one hand copies from Adam Smith the phrase that
' labour is the source of all wealth ', that the industrial capitalists
' employ their capital in order to pay labour that reproduces it with a
profit ' (p. 246), and on the other hand concludes that these industrial
capitalists ' feed all the other people, alone increase the public wealth
and create all our means of enjoyment ' (p. 242), that it is not the capital
ists who are fed by the workers, but the workers by the capitalists, and
moreover for the brilliant reason that the money with which the
workers are paid does not remain in their hands, but always returns to
the capitalists in payment for the goods that the workers produced.
'They merely receive with one hand and give back with the other.
Their consumption must therefore be seen as produced by those who
pay them ' (p. 253).
After this exhaustive presentation of social reproduction and con
sumption, mediated as it is by money circulation, Destutt continues :
' It is this that perfects the perpetuum mobile of wealth, a movement
that, although badly understood, ' (mal connu - indeed !) 'has rightly
been called circulation ; for it is in fact a circuit and always comes back
to its point of departure. This is the point at which production is com
pleted (pp. 239, 240). '
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Destutt, that ' very distinguished writer ', ' member of the Institut de
France and the Philosophical Society of Philadelphia ', and certainly a
genuine luminary among vulgar economists, finally begs his readers to
marvel at the wondrous clarity with which he depicts the course of the
social process, the flood of light that he has shone on the object, and is
even condescending enough to inform the reader where all this light
emanates from. This must be read in the original :
' On remarquera, j'espere, combien cette maniere de considerer la
consommation de nos richesses est concordante avec tout ce que nous
avons dit it propos de leur production et de leur distribution, et en meme
temps quelle clarti elle repand sur toute la marche de la societi. D'oll
viennent cet accord et cette luciditi? De ce que nous avons rencontre la
verite. Cela rappelle l'effet de ces miroirs OU les objets se peignent
nettement et dans leur justes proportions, quand on est place dans leur
vrai point-de-vue, et Oll tout parait confus et desuni, quand on en est
trop pres ou trop loin ' (pp. 242, 243).
VoiHt le cretinisme bourgeois dans toute sa beatitude !*
* ' It will be remarked, I trust, how this manner of considering the consumption
of our wealth is in harmony with everything that we have said on the subject of its

producti� n and distribution, and at the same time what a clear light it casts on the
whole course of society. Where does this harmony and this lucidity come from?

From the fact that we have encountered the truth. This recalls the effect of those
mirrors in which objects are reflected accurately and in their true proportions when
we place ourselves at their correct focal point, but where everything appears con
fused and disjointed when one is too close or too far away' (pp. 242-3).
Here you have bourgeois cretinism in its ultimate state of bliss 1

Chapter 21 : Accumulation and Reproduction on
an Expanded Scale!

We showed in Volume 1 how accumulation proceeds for the individual
capitalist. The realization of his commodity capital also brings with it
the realization of the surplus product in which his surplus-value is
represented. The surplus-value that is transformed into money in this
way is then transformed back by the capitalist into additional natural
elements of his productive capital. In the next production circuit, the
increased capital supplies an increased product. But what occurs in the
case of an individual capital must also occur in the overall annual
reproduction, just as we have seen that what in the case of the individual
capital is the successive precipitation of its worn-out fixed components
in money that is hoarded up, also finds its expression in the annual
social reproduction.
If an individual capital is 400c + 100v, and the year's surplus-value 100,
then its commodity product is 400c+ lOOv+ lOOs' This 600 is trans
formed into money. Of this money, 400c is converted back into the
natural form of constant capital, 100v into labour-power and - if the
entire surplus-value is accumulated - the remaining lOGs transformed
into additional constant capital by conversion into the natural elements
of productive capital. * It is assumed here : (l) that this sum is sufficient
under the given technical conditions, either for the extension of the
constant capital already functioning, or for the installation of a new
industrial business. It may be necessary, however, to transform sur
plus-value into money and hoard this money for a much longer time
before this process takes place, i.e. before real accumulation, an ex
pansion of production, can occur. (2) It is presupposed that there has in
1 . From here to the end, Manuscript V I I I.
* As Marx later postulates, the accumulation of capital must generally involve an
increased outlay for variable capital as well as for constant. However, because ' on
the basis of capitalist production, labour-power is always on hand' (p. 577), Marx
' leaves this out of consideration for the time being ' (p. 575).
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fact already been reproduction on an expanded scale, for in order to be
able to transform the money (the surplus-value hoarded up in money)
into elements of productive capital, these elements must be available
on the market as commodities ; and it makes no difference here if they
are not bought as ready-made commodities, but are produced to order.
They are paid for only when they are ready, and in any case only after
real reproduction on an expanded scale, the extension of what was
formerly normal production, has already taken place as far as they are
concerned. They had to exist potentially, i.e. in their elements, since it
only needed the impulse of the order, i.e. of a purchase of the com
modities preceding their existence and their anticipated sale, for their
production actually to take place. The money on one side calls into
being expanded reproduction on the other only because the possibility
of this already exists without the money; for money in itsblf is not
an element ofreal reproduction.
If capitalist A, for example, sells the quantities of commodity product
that he successfully produced in the course of a year or a number of
years, then he thereby successively transforms that part of his com
modity product that is the bearer of surplus-value - the surplus pro
duct - i.e. the surplus-value that he produced in the commodity form,
into money, stores this away bit by bit, and in this way forms for him
self potential new money capital ; potential on account of its capacity
and its destiny, which is to be converted into elements of productive
capital. In fact, however, he only performs simple hoard formation,
which is not an element of real reproduction. His activity in this con
nection consists first of all simply in the successive withdrawal of
circulating money from the circulation sphere, and it is of course not
excluded here that the circulating money that he puts under lock and key
was itself - before its entry into circulation - part of another hoard.
This hoard of A's, which is potentially new money capital, is not an
addition to the social wealth any more than if it had been spent on
means of consumption. Money that is withdrawn from currency, and
which therefore was previously in the circulation sphere, may before
that have either been already stored up once as a similar hoard, may
have been the money form of wages, may have realized means of pro
duction or other commodities, or may have circulated constant capital
components or revenue for some capitalist or other. It is no more new
wealth than money considered from the standpoint of simple com
modity circulation is the bearer, not just of its actual value, but of ten
times its value, simply because it has turned over ten times in a day, and
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realized ten different commodity values. The commodities still exist
without it, and it remains the same (or even becomes less by wear and
tear) in one turnover .or in ten. Only in gold production - in so far as
the gold product contains or is a bearer of surplus-value - is new
wealth (potential money) created, and it is only to the extent that the
whole of the new gold product steps into circulation that it increases
the money material for potential new money capitals.
But even though it is not additional new social wealth, this surplus
value hoarded up in the money form does represent new potential
money capital, on account of the function for which it is stored. (We
shall see later that new money capital can also arise by another path
than that of the gradual realization of surplus-value.)
Money is withdrawn from circulation and stored up as a hoard by
the sale of commodities without subsequent purchase. If this opera
tion is conceived as taking place on all sides, it seems impossible to
explain where the buyers are to come from, since in this process - and
it must be conceived as a general one, in as much as every individual
capital may be simultaneously engaged in the act of accumulation everyone wants to sell in order to hoard, and no one wants to buy.
If the circulation process between the various parts of the annual
reproduction were conceived as rectilinear - which would be incorrect,
since, with few exceptions, it always consists of mutually opposing
movements - then we would have to begin with the gold (or silver)
producer, who buys without sel1ing� and assume that all others sell to
him. The total annual social surplus product (which is the repository
of the entire surplus-value) would therefore be transferred to him, and
all the other capitalists would divide up his surplus product among
themselves in due proportion in its natural gold form, the realization
in kind of his surplus-value ; for the part of the gold producer's product
that has to replace his functioning capital is already tied up and dis
posed of. The surplus-value of the gold producer, produced in gold,
would then be the only fund from which all the other capitalists drew
the material with which l0 realize their annual surplus product. It
would thus have to be equal In value to the entire annual surplus
value of the society, which first has to be transmogrified into the form
of a hoard. These assumptions are so absurd that they are only helpful
towards explaining the possibility of a general simultaneous h0ard
formation, and do not take reproduction itself, except thai ot the gold
producers, a single step forwards.
Before we clear up this apparent difficulty, we have to distinguish
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between accumulation in department I (production of means of produc

must be borne in mind, however, that with simple commodity circula

sumption). We start with department I.

there is already hoard formation ; the quantity of money present in the

1 . A C C UM U L A T I O N IN D EP A R T M E N T I

same hoards and the same hoard formation that are found with

tion) and accumulation in department II (production of means of con

tion, long before this is founded on capitalist commodity production,

society is always greater than the part of this that is in active circulation,
even if the latter rises and falls according to circumstances. It is the

capitalist production too, but now as an immanent moment of the

(a) Hoard Formation
It is evident that both capital investment in the several branches of

capitalist production process.

It is easy to understand the satisfaction evinced when the credit

industry that department I consists of, and the various individual

system concentrates all these potential capitals in the hands of banks,

found at different stages in the process of their successive transforma

money capital, no longer passive and, as it were, a castle in the air, but

capital investments within each of these branches of industry, are to be
tion of surplus-value into potential money capital. This holds whether

this money capital is to serve for the expansion of the functioning capital

or for the installation of new industrial businesses - the two forms of

etc., makes them into disposable capital - ' loanable capital ' - i.e.
active, usurious, proliferating capital.

However A can bring about this hoard formation only in so far as he

appears - as far as his surplus product goes - simply as a seller, and not

expansion of production. One section of capitalists, therefore, at any

also subsequently as a buyer. The precondition for his hoard formation

given time, is transforming its potential money capital, which has grown

is thus his successive production of surplus product - the repository of

to an appropriate size, into productive capital, i.e. using the money it
has hoarded up by the realization of surplus-value to buy means of
production, additional elements of constant capital ; while another
section is still occupied with hoarding up its potential money capital.

Capitalists belonging to these two categories thus relate to one another
as buyers and sellers respectively, and each of the two in this exclusive

his surplus-value that is to be realized. In the given case, where we are

considering only circulation within department I, the natural form of the
surplus product, like that of the whole product of which it forms part,
is the natural form of an element of constant capital in department I,
i.e. it belongs to the category of means of production of means of
production. What becomes of this, i.e. what function it serves in the

role.

hands of the buyers B, B', B", etc., we shall soon see.

than one buyer). He has sold commodities for 600 in exchange for 600

money from circulation for his surplus-value, and hoards it, he casts

Let A sell 600 (=400c+ lOOv+ 1 00s) to B (who may represent more

in money, of which 100 represents surplus-value that he withdraws

from circulation and hoards up ; this 100, however, is only the money

form of a surplus product that was the bearer of a value of 1 00. Hoard
formation is in no case production, and thus from the start not an
increment to production. The action of the capitalist here consists in

simply withdrawing from circulation the money he obtained by selling
his surplus product, holding

011 to it and impounding it. This operation

is not just performed by A, but at numerous points on the circulation

surface by other capitalists A', A ", Alii etc., who all work equally

zealously at this kind of hoard formation. These several points at
which money is withdrawn from circulation and accumulated in indi

vidual hoards or potential money capitals appear as an equal number

of obstacles to circulation, because they immobilize the money and

deprive it of its capacity for circulation for a longer or shorter time. It

What has first to be established is this. Even though A withdraws

commodities into circulation, on the other hand, without withdrawing

other commodities for these; this enables B, B', B", etc. for their part

simply to cast money into circulation and withdraw commodities. In

the present case, these commodities are suited by their natural form to

enter the constant capital of B, B', etc. as a fixed or fluid element, and

are in fact destined to this end. We shall have more to say on this as

soon as we have finished with the buyers of the surplus product, B, B', etc.
*

We must note here in passing that, just as previously when we were
considering simple reproduction, so we find here again that the re

conversion of the various components of the annual product, i.e. their
circulation (which must also include the reproduction of capital, and

moreover its restoration in its different determinations, as constant,
variable. fixed. circulating, money or commodity capital), in no way
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presupposes simply the purchase of commodities supplemented by a
subsequent sale, or a sale supplemented by a subsequent purchase, so
that there would just be a simple exchange of one commodity for
another, as the free trade school have assumed from the Physiocrats
and Adam Smith onwards. We know that the fixed capital, once the
outlay on it has been made, is not renewed for the whole of the period
during which it functions, but continues to operate in its old form,
while its value is gradually precipitated out in money. We see now that
the periodic renewal of the fixed capital portion of l Ie (the entire capital
value l Ie being exchanged for elements to the value of I(v+s)), presup
poses on the one hand a

one-sided purchase

of that fixed part of l Ie

which is transformed back from the money form into the natural form
and to which corresponds a one-sided sale of Is ; on the other hand it
presupposes a

one-sided sale

on the part of lIe' the sale of that fixed

value component (wear and tear) which is precipitated out in money
and to which corresponds a one-sided purchase of Is' In order that the
exchange should take place normally, it has to be assumed that the
one-sided purchase by l Ie is equal in value to its one-sided sale, and
similarly that the one-sided sale of Is to l Ie' section 1, is equal to its one
sided purchase from l Ie' section 2 (p.

540).

Otherwise, simple l eproduc

tion would' be disrupted ; the one-sided purchase at one point must be
covered by a one-sided sale at another. It has similarly to be assumed in
the present case that the one-sided sales by the hoard-forming section
of Is,

A, A', A", balance the one-sided purchases by section B, B', B" of

Is, which transform their hoards into elements of additional productive
capital.

To the extent that the balance is restored by the fact that the buyer
subsequently appears as a seller, and vice versa, to the full amount of
value involved, there is a reflux of money to the side that advanced it for
the purchase, that which first sold before purchasing again. The real
balance, however, as far as the actual commodi ty exchange is concerned,
i .e. the reconversion of the various parts of the annual product, re
quires that equal values of commodities are reciprocally exchanged.
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that money plays a role, not just as means of circulation, but also as
money capital within the circulation sphere, and gives rise to certain
conditions for normal exchange that are peculiar to this mode of
production, i.e. conditions for the normal course of reproduction,
whether simple or on an expanded scale, which turn into an equal

number of conditions for an abnormal course, possibilities of crisis,
this
since, on the basis of the spontaneous pattern of this production,

balance is itself an accident.
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take an abnormal course.

In as much as one-sided conversions take place, a number of mere
purchases on the one hand, and isolated sales on the other - and as we
have seen, the normal exchange of the annual product on the capitalist
basis requires these one-sided metamorphoses - this balance exists only
on the assumption that the values of the one-sided purchases and the
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(b) The Additional Constant Capital
The surplus product, the repository of surplus-value, does not cost
anything to its appropriators, here the capitalists in department I.
They do not have to advance either money or commodities, in any
form, in order to receive it. The advance (avance) already meant for the
Physiocrats simply the general form of value realized in the elements of
productive capital. What the capitalists advance, therefore, is nothing
more than their constant and variable capital. The worker does not
merely maintain their constant capital for them by way of his labour,
and replace their variable capital by way of a corresponding portion of
value newly created in the form of commodities ; he also supplies them,
by his surplus labour, with a surplus-value existing in the form of a
surplus product. By their subsequent sale of this surplus product, the
capitalists form their hoard, additional potential money capital. In the
case considered here, this surplus product consists from the start of
means of production of means of production. It is only in the hands of
B, B', B", etc. (department I) that this surplus product functions as
additional constant capital ; but it is already virtually this, even before
it is sold, in the hands of the hoard formers A, A', A" (department I). If
we simply consider the level of reproduction on the part of department
I in value terms, then we still find ourselves within the limits of simple
reproduction, for no additional capital has been set in motion in order
to create this virtual excess of constant capital (the surplus product),
and no more surplus labour than was performed on the basis of simple
reproduction. The distinction here lies only in the form of the surplus
labour applied, the concrete character of its particular useful mode. It
has been spent on means of production for Ie instead of lIe' on"means
of production for means of production instead of on means of pro
duction for means of consumption. In the case of simple reproduction,
it was assumed that the whole of the surplus-value in department I was
spent as revenue, i.e. on commodities from department II; it consisted
only of those means of production needed to replace the constant
capital lIe in its natural form. Thus in order to make the transition from
simple reproduction to expanded reproduction, production in depart
ment I must be in a position to produce fewer elements of constant
capital for department I I, but all the more for department I. This tran
sition, which can never be achieved without difficulty, is made easier by
the fact that a number of the products of department I can serve as
means of production in both departments.
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It follows therefore that - simply considering the values involved
the material substratum for expanded reproduction is produced in the
course of simple reproduction. It is simply the surplus labour of the
working class in department I that is spent directly in the production of
means of production, in the creation of virtual extra capital in depart
ment I. The formation of virtual additional money capital on the part
of A, A', A" (department I) - by the subsequent sale of their surplus
product, which has been formed without any monetary expenditure by
the capitalists involved - is thus here simply the money form of extra
production of means of production in department I.
Thus the production of virtual additional capital in the present case
(for, as we shall see, it can be formed quite differently) expresses noth
ing but a phenomenon of the production process itself, the production,
in a particular form, of elements of productive capital.
The large-scale production of additional virtual money capital - at
numerous points on the surface of circulation - is therefore nothing
more than the result and expression of the many-sided production of
virtual additional productive capital, whose genesis does not itself pre
suppose any additional monetary expenditure on the part of the in
dustrial capitalists.
The successive transformation of this virtual additional productive
capital into virtual money capital (a hoard) on the part of A, A', A",
etc. (department I), which is conditioned by the successive sale of their
surplus product - i.e. by the repeated one-sided sale of commodities
without a complementary purchase - results in the repeated withdrawal
of money from circulation and a corresponding hoard formation. This
hoard formation - except in the case where the buyer is a gold producer
- in no way implies additional wealth in precious metals, but only a
different function for the money that was already in circulation pre
viously. It formerly functioned as a means of circulation, and now it
functions as a hoard, as virtual new money capital in the course of
formation. The formation of additional money capital and the quantity
of precious metal existing in a country thus do not stand in any causal
connection with one another.
It also follows from this that the greater the productive capital
already functioning in a country (including the labour-power incor
porated into it, the creator of the surplus product), and the more
developed the productive power of labour and so also the technical
means of rapid expansion of the production of means of production the greater, accordingly, the mass of surplus product, both in value
_
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terms and in the quantity of use-values in which it is represented - the
greater, then, is :
(1) the additional virtual productive capital in the form of surplus
product in the hands of A, A', A", etc., and
(2) the quantity of this surplus product transformed into money, i.e.
the quantity of the additional virtual money capital in the hands of A,
A', A". Thus if Fullarton, * for instance, does not want to recognize
over-production in the customary sense, but does recognize the over
production of capital, in particular of money capital, this proves once
again how utterly unable even the best bourgeois economists are to
understand the mechanism of their system.
If the surplus product directly produced and appropriated by the
capitalists A, A', A" (department I) is the real basis for capital accumu
lation, i.e. for expanded reproduction, even though it actually functions
in this capacity only in the hands of B, B', B", etc. (department I), it is
however absolutely unproductive in its monetary metamorphosis - as a
hoard and as virtual money capital that is formed bit by bit. In this
form it runs parallel with the production process but lies outside it. It
is a ' dead weight ' on capitalist production. The attempt to make use of
this surplus-value that is being hoarded up as virtual money capital,
either for profit or for revenue, culminates in the credit system and
' papers '. In this way money capital maintains an enormous influence
in another form on the course of the capitalist system of production and
its prodigious development.
The surplus product converted into virtual money capital becomes
quantitatively greater, the greater the total sum of capital already
functioning, from the functioning of which it emerged. This absolute
increase in the virtual money capital annually reproduced, however,
also makes its segmentation more easy to achieve, so that it can be in
vested more quickly in a particular business, whether in the hands of the
same capitalist, or in others (e.g. members of the family, with inheri
tances, etc.). By segmentation of money capital we mean here that it is
completely separated from its parent capital, in order to be invested as
new money capital in an independent business.
If the sellers of the surplus product, A, A', A", etc. (department I)
themselves received this as the direct outcome of the production pro
cess, which, apart from the advance in constant and variable capital
that is required even in the case of simple reproduction, does not pre
suppose any further act of circulation if it is also to supply the real
* John Fullarton, an English opponent of the quantity theory of money.
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basis for reproduction on an expanded scale, in actual fact to create
virtual additional capital, it is different for B, B', B", etc. (department
I). (1) It is only in their hands that the surplus product of A, A', A", etc.
actually functions as additional constant capital (the other element of
the productive capital, the additional labour-power, i.e. the additional
variable capital, we leave out of consideration for the time being). (2)
In order for it to come into their hands, an act of circulation is required ;
they have to buy the surplus product.
On point (1), it must be noted here that a major part of the surplus
product (additional virtual constant capital) produced by A, A', A"
(department I), even though it is produced in the current year, can
actually function only in the hands of B, B', B" (department I) as in
dustrial capital in the following year or even later; on point (2), the
question arises as to the origin of the money needed for this circulation
process.
In so far as the products that B, B', B", etc. (department I) produce
go back again into their production process in kind, it is self-evident
that a part of their own surplus product is proportionately transferred
directly into their productive capital, and functions here as an extra
element of constant capital. To this extent, however, these cannot
realize the surplus product of A, A', etc. (department I). But in other
cases, where does the money come from? We know that B, B', B", etc.
have formed their hoards just like A, A', A", etc. by the sale of their
respective surplus products, and have now reached the point at which
their money capital, which is simply virtual money capital accumulated
as a hoard, is supposed to function effectively as additional money
capital. But now we are going round in circles. There is still the question
as to the origin of the money that the B's (department I) have earlier
withdrawn from circulation and accumulated.
We already know, however, from considering simple reproduction,
that a certain quantity of money must exist in the hands of the capital
ists in departments I and I I so that they may exchange their surplus
product. There the money whose only use was to be spent as revenue on
means of consumption returns to the capitalists to the extent that they
advanced it for the exchange of their respective commodities ; here the
same money similarly reappears, but with its function changed. The
A's and B's (department I) supply one another with the money for
transforming their surplus products into additional virtual money
capital, and alternately cast the newly formed money capital into the
circulation sphere as a means of purchase.
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The only thing that is presupposed here is that the quantity of money
existing in the country (the velocity of circulation etc. taken as constant)
is sufficient both for active circulation and for the reserve hoards - i.e.
the same condition that, as we already saw previously, has to be ful
filled for simple commodity circulation. It is just that the function of the
hoards is different here. The quantity of money present must also be
larger, (1) because, in the case of capitalist production, all products
(with the exception of newly produced precious metal and the few
products used by their own producers) are produced as commodities
and must therefore undergo a metamorphosis into money ; (2) becaus
the mass of commodity capital and its value is not only absolutely
greater on the capitalist basis, but grows with incomparably greater
speed ; (3) because the variable capital that has to be converted into
money capital is ever more extensive ; and (4) because, as production
expands, the formation of new money capital keeps in step with this
expansion, and so the material for its hoarded form has also to be
present. If this is true absolutely for the early phase of capitalist pro
duction, where the credit system is accompanied by a predominantly
metallic circulation, it is just as true, too, for the most developed phase
of the credit system, which still has metallic circulation as its basis. On
the one hand, the extra production of precious metals, according to
�hether this makes them abundant or scarce, can now exert a disturbing
mfluence on the price of commodities, not only in the long term but
also within very short periods ; on the other hand, the whole redit
mechanism must constantly be engaged in restricting the actual circulation
?f met�l by all kinds of operations, methods, technical devices, to what
IS relatIvely an ever decreasing minimum - though this also increases in
the same proportion the artificial character of the entire machinery and
the chances of its normal course being disturbed.
The various B's (department I) whose virtual new money capital
comes into active operation may reciprocally buy their products (parts
of their surplus product) from one another, and sell to one another. To
this extent, the money advanced for the circulation of the surplus
product flows back to the different B's - in the normal course of events
in the same measure to which they advanced this for the circulation of
their respective commodities. If the money circulates as a means of
payment, then there are only balances to be settled in so far as the
reciprocal sales and purchases do not cover one an ther. It is impor
tant above all, however, to start by assuming metal circulation in its
most simple original form, since in this way the flux or reflux, settlement

�

;

_

;

of balances, in short all those aspects that appear in the credit system
as consciously regulated processes, present themselves as existing inde
pendently of the credit system, and the thing appears in its spontaneous
form, instead of the form of subsequent reflection.

(c) The Additional Variable Capital
Since we have so far dealt only with the additional constant capital, we
now have to turn to consider the additional variable capital.
In Volume 1, we explained at considerable length how, on the basis
of capitalist production, labour-power is always on hand, and how, if
necessary, more labour can be extracted without an increase in the
number of workers employed, or the mass of labour-power. We do not
have to go into this any further here, therefore, but can simply assume
that the portion of the newly formed money capital that is convertible
into variable capital always finds available the labour-power into which
it is to be transformed. We also considered in Volume 1 how a given
capital can within certain limits expand its scale of production without
accumulation. What we are dealing with now, however, is capital
accumulation in the specific sense, where the expansion of production
is conditioned by the transformation of surplus-value into extra
capital, and therefore by the expanded capital basis of production.
The gold producer can accumulate a part of his golden surplus-value
as virtual money capital ; once it attains the level needed, he can con
vert it directly into new variable capital, and in the same way convert
it into elements of constant capitaL In the latter case, however, he must
find these material elements of his constant capital available; whether,
as was assumed in the former presentation, each producer works to fill
his stocks and then brings his finished commodities to the market, or
whether he simply works to order. The real expansion of production,
i.e. the surplus product, is presupposed in both cases, once as actually
present, the other time as virtually present, capable of being supplied.

2. A C C U M U L A T I O N IN D EP A R T M E N T I I

We have assumed u p t o now that A, A', A " (department I) sell their
surplus products to B, B', B", etc. who belong to the same department I.
Say however that A (department I) converts his surplus product into
money by selling it to a B belonging to department I I. This can only
happen if A (I), after he has sold means of production to B (II), does
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not go on to buy means of consumption ; i.e. only by a unilateral sale
on his part. Now in as much as the conversion of He from the form of
commodity capital back into the natural form of productive constant
capital involves not only the exchange of Iv, but also of at least a part
of Is for part of He ' this He existing in the form of means of consump
tion - whereas A now realizes his Is in money in a way that does not
involve this exchange, but our A instead withdraws from circulation the
money received from department II by the sale of his Is, rather than ex
changing it in the purchase of means of consumption He - then although
the formation of additional virtual money capital takes place on A's
part, on the other side an equal part of B (H),s constant capital is tied
up in the form of commodity capital, incapable of conversion into the
natural form of productive, constant capital. In other words, a part of
B (H), s commodities, and at first sight a part without selling which he
cannot transform his constant capital completely back into the pro
ductive form, has become unsaleable ; in this respect there is over
production, which also inhibits B (U)'s reproduction - even on the
same scale.
In this case, therefore, although the additional virtual money capital
on the part of A (I) is the realized form of surplus product (surplus
value), surplus product (surplus-value) considered as such is here a
phenomenon of simple reproduction, and not yet of reproduction on an
expanded scale. I(v +s) ' at least a part of s being included here, must
ultimately be exchanged against l Ie' so that the reproduction of l Ie can
proceed on the same scale. A (I), by seIling its surplus product to B (II),
has supplied the latter with a corresponding portion of constant capital
in the natural form, but at the same time made an equal portion of
B(H),s commodity value unsaleable. If we bear in mind the total social
reproduction - which includes both capitalists I and I I then the trans
formation of A(I)'s surplus product into virtual money capital expresses
the non-transformability of a portion of commodity capital equal to this
in value back into productive (constant) capital ; i.e. not virtual pro
duction on an expanded scale, but rather a restriction of simple
reproduction, i.e. a shortfall in simple reproduction. Since the formation
and sale of A(I)'s surplus product are themselves normal phenomena of
simple reproduction, we have here, even on the basis of simple reproduc
tion, the following mutually conditioning phenomena : formation of
virtual extra money capital in department I (hence under-consumption
from department I rs standpoint) ; piling up of commodity stocks in
department I I which cannot be transformed back into productive
-
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capital (i.e. relative over-production in department I I) ; surplus money
capital in department I and a shortfall in reproduction in department II.
Without delaying any longer on this point, we simply note that it was
presupposed in our presentation of simple reproduction that the entire
surplus-value in departments I and II was spent as revenue. In point of
fact, however, one portion of surplus-value is spent as revenue, and
another portion transformed into capital. Only with this precondition
does real accumulation take place. But the idea that accumulation is
achieved at the expense of consumption - considered in this general way
- is an illusion that contradicts the essence of capitalist production, in
as much as it assumes that the purpose and driving motive of this is
consumption, and not the grabbing of surplus-value and its capitaliza
tion, i.e. accumulation.
*

Let us now consider accumulation in department II somewhat more
closely.
The first problem in relation to l Ie' i.e. its transformation back from
a component of commodity capital II into the natural form of depart
ment Irs constant capital, concerns simple reproduction. Let us take
the previous schema :
(1 ,000v+ 1 ,OOOs)I is exchanged for
2,000 l Ie.
1 ,000
If half the surplus product of department I, i.e.
s or 500 Is is now
2
reincorporated into department I as constant capital, then this part of
the surplus product that is retained in department I cannot replace
any part of I Ie. Instead of being converted into means of consump
tion (and in this section of the circulation between departments I and
II there is genuine mutual exchange, i.e. a bilateral change of place by
the commodities, as distinct from the replacement of 1,000 lIe by
1 ,000 Iv which was mediated by the workers in department I), it is to
serve as additional means of production in department I itself. It can
not perform this function simultaneously in both department I and
department II. The capitalist cannot spend the value of his surplus
product on means of consumption, and at the same time himself
productively consume the surplus product, i.e. incorporate it into his
productive capital. Thus instead of 2,000 I(v +s)' only 1 ,500, i.e. (1,0000
+ 500s) I is available for conversion into 2,000 l Ie ; and so 500 l Ie can
in fact not be transformed from its commodity form into productive
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(constant) capital I I. There would thus be an overproduction in depart

reserve capital that enables them to continue their production process

ment I I, corresponding in value precisely to the expansion of production

even though one part of their productive capital is temporarily tied up

I. The over-production in depart
I I might in fact react so strongly on department I that even the
reflux of the 1 ,000 spent by the department I workers on means of
consumption I I would take place only partially, so that this 1 ,000
would not return to the hands of the department I capitalists in the
that took place in department

in the commodity form. Our assumption is that these capitalists com

ment

bine the whole business of trading with that of producing. They must
therefore also have at their disposal the additional money capital which
exists iI1 the bands of the merchants once the individual functions of
the reproduction process are made the independent functions of differ

form of variable money capital. The latter would thus be inhibited

ent sorts of capitalist.

even in their reproduction on the same scale, and inhibited, moreover,

(1)

by the very attempt to expand it. It should also be mentioned in this
connection that all that has taken place in department

I is in fact sim

simply as sellers of commodities, these are distinguished only by

ple reproduction, the elements merely being grouped together differently

the different kinds of commodities they sell.

from the above schema, in accordance with the needs of future ex

way. The

500 lIe

lying in the capitalists' stores, which cannot be

directly converted into productive capital, is so far removed from being
over-production that it actually represents a necessary element of re
production whichwehave up to now neglected. We saw how the piling up
of money takes place at several points, so that money has to be with
drawn from circulation, partly to make possible the formation of new
money capital in department I itself, partly to maintain the value of the
fixed capital that is gradually being consumed, for the time being, in the
money form. But since in this schema all money and all commodities
are from the start exclusively in the hands of the capitalists

I

and

I I,

and there are neither merchants nor money-dealers involved, nor
bankers nor any classes that merely consume and are not directly in
volved in commodity production, it follows that the constant formation
of commodity stocks is indispensable, in the hands of their respective
producers themselves, in order to keep the machinery of reproduction
going. The

500 lIe lying in the stores

of the department

II

capitalists

thus represents the commodity stock in means of consumption that
ensures the continuity of the consumption process involved in repro
duction, and therefore the transition from one year to the other. The
consumption fund that is here still in the hands of its sellers, who are
also its producers, cannot sink to nothing iIi the current year, to begin
again from nothing the next year, any more than this can be the case

tent, our capitalist producers in department II must have a money
_

stock of commodities

ment 1. If we ignore this stock on one side, we must also ignore it
.

on the other. But if we bring both sides into consideration, the prob

(2) Just as the current year concludes on the
I I with a commodity stock for the next, so it began

lem is in no way changed.
side of department

with a commodity stock on the same side left over from the previous
year. In analysing the annual reproduction - reduced to its most ab
stract expression - we must thus cancel out the stock on both sides. If
we leave the year in question with the whole of its production, and thus
also that which it transfers as a commodity stock to the next year, we
must deduct from this on the other side the commodity stock that it
receives from the year before, and we thus have the total product of an
average year as the object of our analysis.

(3)

The simple fact that we

did not come up against the difficulty that has now to be overcome in
considering simple reproduction shows that we are dealing here with a
specific phenomenon that is due merely to the . different arrangement of
the elements of department

I (as far as reproduction is concerned), an

arrangement without which there could be no reproduction on an
expanded scale at all.

3.

S C H E M A T I C P R E S E N T A T I O N O F A C CU M U L A T I O N

W e shall now consider reproduction according to the following schema:
Schema (a) :

I.

II.

in the passage from one day to the next. Since there must be a constant
new formation of these commodity stocks, even if they change in ex

A

in department II implies a previous stock of commodities in depart

pansion, say in the coming year.
One might endeavour to circumvent this difficulty in the following

The objection could be made that th�s stock formation and the

need for it holds for all capitalists, in both departments. Considered

4,OOOe + 1,OOOv + 1 ,OOOs = 6,000
1 ,500c+376v+376s = 2,252

)

Total

= 8' 252.

It will be seen immediately that the total sum of the annual social
product,

8,252, is smaller than in our original schema. where it was 9,000.
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We might just as well take a much larger sum, multiply it by ten, say, for
all the difference it makes. The reason why a smaller sum has been chosen
than in the earlier schema is precisely to draw attention to the fact
that reproduction on an expanded scale (which is conceived here simply
as production pursued with a greater investment of capital) has noth
ing to do with the absolute size of the product, that for a given volume
of commodities it simply assumes a different arrangement or a differ
ent determination of the functions of the various elements of the given
product, and is thus in the first instance only simple reproduction, as
far as its value goes. It is not the quantity, but the qualitative character
of the given elements of simple reproduction that is changed, and this
change is the material precondition for the ensuing reproduction on an
expanded scale. 2
We could alternatively take a different schema, with different
proportions between variable and constant capital, as for example :
Schema (b) :

)

I. 4,000e+8 75v+ 875s = 5,750 Total = 8,252
.
I I. 1 ,750e+376v+ 376s = 2,502

this way it would be arranged for reproduction on the same scale,
with the surplus-value being spent completely as revenue and not ac
cumulated. In both case (a) and case (b) we have an annual product of
the same value, simply that in case (b) there is a functional arrangement
of its elements such that reproduction begins again on the same scale,
whereas in case (a) this forms the material basis for reproduction on an
expanded scale. In case (b), in particular, (875v+ 875s)1 = 1 ,750 1(v + s)
is exchanged without a surplus for 1 ,750 I Ie, while in case (a) (1,000e
2,000 I(v + s) leaves behind, when�exchanged for 1,500 I Ie
+ 1,000s)1
a surplus of 500 Is for accumulation in department I.
We must now analyse schema (a) more closely. Let us suppose that
both in department I and department II half the surplus-value, in
stead of being spent as revenue, is accumulated, i.e. is transformed into
elements of additional capital. Since half of 1 ,000 Is = 500 is accumu
lated in one form or another, to be invested as additional money capital,
i.e. to be transformed into extra productive capital, it follows that only
(l,000v + 500s)1 is spent as revenue. Hence the normal size of lIe is
now only 1 ,500. The exchange between 1 ,500 I(v + s) and 1,500 lie needs
In

=

,

2. This puts an end once and for all to the conflict over the accumulation of
capital between James Mill and S. Bailey, which we discussed from a different angle
in Volume 1 (Chapter 24, 5, p. 759, note 52), i.e. the dispute over whether it is
possible to extend the operation of an industrial capital without any alteration in

its size. We shall come back to this later.

no further investigation, since it has already been presented as a pio
cess of simple reproduction ; just as little does the 4,000 Ie come into
consideration, since its rearrangement for the reproduction newly be
ginning (which takes place this time on an expanded scale) was simi
larly explained as a process of simple reproduction.
All that remains to be investigated here, therefore, are the 500 Is and
(376v+ 376s)II, which involves both the internal relations in the two
departments and the movement between them. Since it is assumed that
in department I I, also, half of the surplus-value is to be accumulated
it follows that 188 has here to be transformed into capital, one quarte
ofthis or 47 into variable capital, say 48 for the sake of a round number,
leaving 140 to be transformed into constant capital.
Here we come up against a new problem, the very existence of which
must appear remarkable for the current view that commodities of one
kind are customarily exchanged for commodities of another kind, ditto
commodities for money and the same money once again for com·
modities of a different kind. The 140 l Is can be transformed int<
productive capital only by being replaced by a portion of commodities
Is to the same value. It is self-evident that the part of the Is that is to
be exchanged for lis must consist of means of production, able to go
either into the production of both departments, or exclusively into that
of department I I. This exchange can take place only by a unilateral
purchase on the part of department I I, since the surplus product 500 Is,
which has still to be considered, is destined to serve for accumulation
within department I, and cannot therefore be exchanged for com
modities I I. In other words, department I cannot at the same time both
accumulate and consume the surplus product. Department II must
therefore buy 140s for cash, without this money flowing back to it by
the subsequent sale of its commodities to department I. And this is
moreover a constant and repeated process for each new year's produc
tion, in so far as this is reproduction on an expanded scale.. Where then
in department I I is the source of money for this ?
Department II seems, on the contrary, a completely unprofitable
field for the formation of new money capital that accompanies actual
accumulation and is a necessary condition for this in the case of capital
ist production, where this accumulation actually presents itself at first
as mere hoarding.
We have, to start with, 376 I Iv ; the money capital of 376, advanced
for labour-power, constantly returns to the department I I capitalists as
variable capital in the money form, with the purchase of department

;
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II's commodities. This constantly repeated removal from: and return to

only disguised and executed in a devious way. It must therefore be

the starting-point - the capitalist's pocket - in no way increases the

rejected here just like the previous case. What we are talking about

amount of money driving round this circuit. So this is not a source of
monetary accumulation; nor can this money be withdrawn from this
circulation and hoarded up to form virtual new money capital.

here is the real wage, not that nominally paid.
We see here that in an objective analysis of the capitalist mechanism,

certain blemishes that still stick to it, and with extraordinary tenacity,

But wait a minute ! Isn't there a little profit to be made here?

We must not forget that department II has the advantage over

cannot be used as subterfuges for getting round theoretical difficulties.
But strange though this seems, the great majority of my bourgeois

department I that the workers it employs have to buy back again from

critics complain that I do the capitalist an injustice by assuming - in

it the commodities they have themselves produced. Department II is

Volume 1 of Capital, for example - that he pays the real value of labour

modities to the possessors of labour-power it employs. Department I I,

with the magnanimity he attributes to me.)

not only a buyer of labour-power but at the same time a seller of com

therefore, can :

(1)

(and it has this in common with the capitalists in department

In

I)

power, which in most cases he does not ! (Here I might quote Schatfle*,

The 376 IIv, therefore, does not get us any nearer the goal we have

mentioned.

this way, a

However, the 376 IIs seems to stand in an even more dubious posi

part of the money that functions as the money form of variable capital

tion. Here it is only capitalists in the same department who confront

"normal source of hoard formation, and also therefore of the formation

sumption that they have produced. The money needed for this exchange

simply reduce wages below their normal average level.

is set free, and this could, if the process is constantly repeated, become a

of virtual extra money capital in department I I. Of course we are not

referring here to an occasional swindle, but rather to a normal process

of capital formation. It should not be forgotten, however, that the
normal wage which is actually paid (and which determines the size of the
variable capital, other things being equal) is in no way paid out of the
good will of the capitalists, but is what has to be paid under the given
conditions. This mode of explanation is thereby dispensed with. If we
take 376v as the variable capital to be spent by department I I, we can
not suddenly insert the hypothesis that department I I advances only
350v and not 376v, simply in order to solve the new problem that has
just arisen.

(2)

On the other hand, however, department

I I,

considered as a

totality, has the advantage over department I, as we already said, that
it not only buys labour-power but resells its commodities to its own

workers. As to how this fact can be exploited, there are the most pal
pable data in every .industrial country. Even if the normal wage is

nominally paid, a part of it can in actual fact be grabbed" back without
a corresponding equivalent, in other words stolen ; this is achieved

partly by way of the truck system, and partly by falsification of the
circulating medium (even if possibly in a way that circumvents the

law). This is what happens in England and the U S A, for example. (The
opportunity should be taken to expand on this somewhat with a few
nice examples.) However this is the same operation as that in case

(1),

one another, selling and buying from each other the means of con

functions simply as a means of circulation, and in the normal course it

must flow back to the parties involved in the same degree to which
they first advanced it to circulation, so it can tread the same path once
again.

The withdrawal of this money from circulation for the formation of

virtual additional money capital seems possible only in two ways.

Firstly, one section of capitalists in department II might swindle the
others and rob them of their money. As we know, no preliminary ex
pansion of the medium in circulation is necessary for the formation of
new money capital ; all that is needed is for money to be withdrawn at
certain points and stored up as a hoard. The fact that the money can
be stolen and that the formation of additional money capital by one

section of the capitalists in department II can therefore be combined
with a positive loss of money by another section has absolutely no
bearing on the matter. '!'

P

defrauded section of department II capital

ists would have to live a little less extravagantly, but that would be all.
Alternatively, a portion of IIs that represents necessary means of

subsistence is directly transformed into new variable capital in depart

ment I I. How this happens will be investigated at the close of the present
chapter (section 4).
... See above,

p. 88.

!
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(a) First Example
(A) Schema 0/simple reproduction

::

)

1. 4,OOOe+ 1 ,000,,+ 1,000s
6,000
Total
I I.
2,OOOe + 500,,+ 500s - 3,000

=

9,000.

)

(B) Initial schema/or reproduction on an expanded scale
1. 4,000e+ 1 ,000,, + 1,000s
6,000
Total = 9,000.
I I.
1,500e+750,,+ 750s - 3,000
If we assume that in schema (B) half the surplus-value in department
I is accumulated, i.e. 500, then we get in the first place (1,000,,+ 500s)1
or 1 ,500 I(,,+s) to be replaced by 1 ,500 lIe; there then remains in depart
ment I, 4,oooe+5OOs, the latter having to be accumulated. The replace
ment of (1 ,0001)+ 500s)1 by 1 ,500 lIe is a process of simple reproduction
and has already been examined in connection with the latter.
Let us assume that 400 of the 500 Is to be accumulated has to be
transformed into constant capital, and 100 into variable capital. The
exchange within department I of the 400s that has to be capitalized has
already been explained; so this can be annexed to Ie without any more
ado, and we then get the following capitalization for department I :
I. 4,400e+ 1,000" [in money] + 1 DOs (to be converted into 1001))'
Department II, for its part, buys from department I, for the purpose
of accumulation, the 100 Is (existing in means of production), which
'
now forms extra constant capital for department I I, while the 100 in
money that it pays for it is transformed into the money form of depart
ment I's extra variable capital. We then have, for department I� a
capital of4,400e+ 1 , 1 001) (the latter in money) = 5,500.
Department II now has 1 ,6ooe in constant capital; a further 50v has
to be added for the purchase of new labour-power for working this up,
and so its variable capital grows from 750 to 800. This extension of
both department II's constant and variable capital is met out of its
own surplus-value; of the 750 I Is' tperefore, there only remains 600s as
a consumption fund for the department II capitalists, whose annual
product is now distributed as follows :

::

II. 1 ,600e+800v+ 600s ([capitalists'] consumption fund)
= 3,000.
The 1 50s produced in means of consumption that is converted here
into (lOOe+ 50v)II goes completely into the workers' consumption in
its natural form; 100 is consumed by the workers in department I
(100 Iv) and 50 by the workers in department II (50 I Iv), as elaborated
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above. In point of fact the portion of surplus-value that has to be re
produced in the form of necessary means of consumption in depart
ment II is 100 greater when its total product is produced in the form
needed for accumulation. When reproduction on an expanded scale
gets under way, then department I's extra 100 variable money capital
flows back to department II through the hands of department I's
working class ; department I I in turn transfers 100s to department I in
a commodity stock, and at the same time 50 in a commodity stock to
its own working class.
The arrangement as changed for the purpose of accumulation now
stands as follows :
1. 4,400e+ 1 ,100v+500
[capitalists'] consumption fund = 6,000
I I. 1 ,600e+ 800v+ 600
[capitalists'] consumption fund = 3,000
total = 9,000 as above.
The capital in this is :
5,500 �
I. 4,400e+ 1 ,1 00" (money)
7,900,
II. 1 ,600e+ 800v (money) - 2,400
whereas production began with :
1. 4,000e+ 1,000v
5,000
= 7,250.
I I. 1 ,500c+750v - 2,250
If real accumulation now proceeds on this basis, i.e. if production
actually takes place with this increased capital, then we have at the
end of the following year :
I. 4,400e+ 1 ,100v+ 1,100s
6,600
= 9,800.
II.
1,600e+ 800v+ 800s - 3,200
Let accumulation now continue in department I in the same propor
tions ; i.e. 550s is spent as revenue, and 550s accumulated. To start with,
then, 1,100 Iv is replaced by 1,100 lIe' and 550 Is remains to be realized
in an equal amount of commodities I I ; i.e. altogether 1,650 1(I)+s) ' But
the constant capital in department II that has to be exchanged is only
1 ,600, so that the remaining 50 must be supplemented from the 800 IIs.
If we initially leave aside the money here, then the result of this trans
action is :

::

::

)

)

::

)

I. 4,400e+ 550s (to be capitalized) ; as well as 1,650(v+s) in the
consumption fund for capitalists and workers, realized in
commodities lIe.
II. 1 ,650e (with 50 being added as above from IIJ+ 800v+ 750s
(capitalists' consumption fund).
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But if the former ratio of v to

c

in department I I remains unchanged,

then a further 25v must be laid out for 50c; this has to be taken from the
75°8 ; we therefore get :

In department I, 550s has to be capitalized; if the earlier ratio re
mains the same, then 440 of this forms constant capital and 1 1 0 variable
capital. This 1 10 is ultimately obtained from the 725 l Is, so that means
of consumption to the value of 1 10 are consumed by the workers in
department I instead of by the capitalists in department I I, the latter
being forced to capitalize this l 10s instead of consuming it. This leaves

615 lIs over out of the 725 IIs. But if department II transforms this
1 10 into additional constant capital, it needs a further additional
variable capital of 55. This has again to come out of its surplus-value ;
deducted from the 615 l Is it leaves 560 for the consumption of the
capitalists in department I I, and we now get, after the completion of all
actual and potential transfers, the following capital value :

I. (4,400c + 440c) + (1,l00v+ 1 1 0) = 4,840c+ 1 ,210v = 6,050
II. (1,600c + 50c + 1 10c)+(800v + 25v + 55v)
= 1 ,760c + 880v = 2,640;
a total of 8,690.
If things are to proceed normally, accumulation in department I I
must take place quicker than i n department I, since the part of I(v + s)

that has to be exchanged for commodities I Ie would otherwise grow
more quickly than lIe' which is all that it can be exchanged for.
If reproduction continues on this basis, and other conditions remain
the same, then we get at the end of the following year:
I. 4,840c+ 1 ,21Ov + 1 ,210s

capital of 60t; this similarly comes out of the 6761', leaving 616 for
consumption.
We then have in capital :

I I. 1 ,650c+ 825v+ 725s'

II.
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::

)

7,260
= 10,780.
1 ,760e+880v+ 880s - 3,520

If the surplus-value is partitioned in the same ratio, then department
I first has 1 ,210v plus half of s, = 605, to spend as revenue, a total of

1,815. This consumption fund is 55 greater again than lIe. The 55 has
to be deducted from the 880s' The transformation of 55 I Is into Ie
presupposes a further deduction from

lIs for a corresponding variable

capital of 27:!-; there remains 797:!- IIs to be consumed.
There is now 605s to be capitalized in department I, 484 of this for
constant and 121 variable; the latter has to be deducted from lIs, which
is still 797:!-, leaving 676:!-. Thus department II transforms a further 121
into constant capital and needs for this purpose a further variable

I. Constant 4,840+484 = 5,324
Variable 1 ,210 + 121 = 1 ,3 3 1 .
I I . Constant 1,760+55+ 121 = 1 ,936
Variable 880+ 27t+ 6ot = 968
6,655
I. 5,324c+ 1 ,331v
Together :
= 9 " 559 '
II. 1 ,936c+968v = 2,904

)

=

and in products at the end of the year :
I. 5,324c+ 1 ,331 v + 1,331s = 7,986

II.

1,936c+ 968v+ 968s = 3,872

}

= 1 1 ,858.

Repeating the same calculation and rounding off the fractions, we

)

get at the end of the following year a product of:

I. 5 ,856c+ 1 ,464v+ 1 ,464s = 8,784 = 1 3 ,043 .
II. 2,1 29c+ 1 ,065v + l ,065s = 4,259
and at the close of the year after that :

)

I. 6,442c+ l ,61Ov+ 1 ,61 0s = 9,662
= 14' 348.
II. 2,342c+ 1 , 1 72v+ 1 , I 72s = 4,686
In the course of five years' reproduction on an expanded scale, the
total capital of departments I and II has risen from 5,500c+ 1 ,750v

= 7,250, to 8,784c+2,782v = 1 1 ,566, i.e. in a ratio of 1 00 : 1 60. The total
surplus-value was originally 1,750, it is now 2,782. The surplus-value
consumed was originally 500 for department I and 600 for department
I I, a total of 1, 100 ; in the final year it is 732 for department I and 745
for department 1 1, altogether 1 ,477. It has thus grown in the ratio of
100 : 1 34.

(b) Second Example
Let us now take an annual product of 9,000 existing entirely as com
modity capital in the hands of the industrial capitalist class, in a form
in which the general average ratio of variable to constant capital [in
both departments] is 1 : 5. This already presupposes a significant de
velopment of capitalist production and, accordingly, of the productivity
of social labour as well ; a significant prior expansion of the scale of
production ; and finally a development of all the circumstances that
produce in the working class a relative surplus population. The annual
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product will then be divided up as follows, after rounding off the
fractions : *
1. 5,OOOe + 1 ,OOOv + 1 ,ooos = 7,OOO

II.

1 ,430e+285v+285s = 2,000

}

.

=

from being viewed by the capitalist as only so many means of produc

Let us again take it that the capitalist class in department I consumes

In

this

case, (l ,000v + 500s) I = 1 ,500 would need to be exchanged with 1,500 l Ie.
But since l Ie is here only 1 ,430, 70 of surplus-value has to be added '' and
this, when deducted from the 285 lis, leaves 215 l Is. We thus get :
1. 5,000e+ 5OOs (to be capitalized) + 1,500(v + s) in the consump
tion fund for capitalists and workers.

I I. 1,430e+ 70s (to be capitalized)+285v +215s'
Since 70 I I... has been directly annexed here to the IIe, a variable
capital of

7,,0 =

power that they need to employ, as the slave-owners had to do. It is the

workers themselves who deal with department I I. But this does not
prevent the means of consumption for this additional labour-power

9,000.

half its surplus-value, or 500, and accumulates the other half.

14 is required to set this extra constant capital in

motion; this 14 has to come out of the 215 IIs' leaving 201 I Is, and we
have :

tion and maintenance for his potential additional labour-power. His

own immediate operation, in this case that of department I, simply con

sists in storing up the new money capital needed, that needed for the
purchase of additional labour-power. Once he has incorporated this
labour-power, the money becomes for the workers a means of purchase

of commodities I I, and they must therefore find their means of con
sumption to hand.
*

Incidentally, Mr Capitalist, as well as his press, is frequently discontented
with the way in which labour-power spends its money, and with the
commodities I I in which it realizes this. On this occasion he philo
sophizes, waxes cultural and philanthropizes, as for example Mr
Drummond, the British Secretary of Embassy in Washington.

I I. (l ,430e+70e)+ (285v+ 14v)+ 201s'
The exchange of 1 ,500 I(v + is) against 1 ,500 I Ie is a process of simple
reproduction, and nothing further need be said about it. In so far as

there are still some peculiarities to be noted here, these stem from the
fact that with accumulating reproduction, I( V+ is) is not just replaced by
IIe alone, but rather by I Ie plus a part of IIs'
It is self-evident that, on the assunlption of accumulation, I(v + s) is

greater than lIe' and not equal to it as in simple reproduction; since ( 1 )

department I incorporates a part o f its surplus product into its own
productive capital and transforms five sixths of this into constant

capital, so that it cannot simultaneously exchange this five sixths for

means of consumption I I ; and (2) department I has to supply the

material for the constant capital needed for accumulation within de
partment II out of its surplus product, just as department II has to
supply department I with the material for the variable capital that is to

set in motion the portion of its surplus product that department I
·
itself applies as extra constant capital. We know that variable capital
actually consists of labour-power, and so too therefore does this addi
tional capital. It is not the capitalists in department I who buy or store

up means of subsistence from department II for the additional labour* The division of the social product between departments I and II here is an

arbitrary ratio, selected presumably for arithmetical convenience.
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Nation carried an interesting article last October,
among other things :

The

1 879, in which is said

' The working-people have not kept up in culture with the growth of

invention, and they have had things showered on them which they do
not know how to use, and thus make no market for.' (Every capitalist
naturally wants the worker to buy his particular commodities.) ' There
is no reason why the working man should not desire as many comforts

as the minister, lawyer, and doctor, who is earning the same amount as
himself. ' (These particular ministers, lawyers and doctors will certainly
have to be satisfied merely with desiring many comforts.) ' He does not
do so, however. The problem remains, how to raise him as a consumer
by rational and healthful processes, not an easy one, as his ambition

does not go beyond a diminution of his hours of labour, the demagogues
rather inciting him to this than to raising his condition by the improve
ment of his mental and moral powers '

(Reports of H.M. 's Secretaries
of Embassy and Legation on the Manufactures, Commerce etc. of the
Countries in which they reside, Part I I I, London, 1 879, p. 404.).
Long hours of labour seem to be the secret of these ' rational and

healthful processes ', which are to raise the condition of the worker by

improving his ' mental and moral powers ' and making a rational con

sumer out of him. In order to become a rational consumer of the
capitalists' commodities, he must before all else - but the demagogues

prevent him - begin by letting his own labour-power be consumed
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irrationally and in a way contrary to his own health, by the capitalist
who employs him. What the capitalist understands by rational con':'
sumption is shown when he is condescending enough to take a direct
interest in the consumer behaviour of his workers - i.e. in the truck
system, which even includes the supply of housing to the workers in
volved, so that the capitalist is simultaneously their landlord - one line
of business among many others.
The same Drummond whose fine soul enthuses for capitalist at
tempts at raising the level of the working class tells us in this report,
among other things, about the model cotton factories of Lowell and
Lawrence Mills. The boarding and lodging houses for the factory girls
here belong to the joint-stock company · that owns the factory ; the
stewardesses of these houses are in the employment of the same com
pany, which prescribes to them certain rules of conduct. No girl may
return home after 10 p.m. A particular gem is that a special police
force patrols the area to prevent this regulation from being trans
gressed. After 10 p.m., no girl is allowed in or out. No girl may lodge
anywhere but on the company's land, and each house brings in some
10 dollars a week in rent. We now see the rational consumer in all his
or her glory :
'As the ever-present piano is, however, to be found in many of the
best appointed working girls' boarding-houses, music, song, and dance
come in for a considerable share of the operatives' attention, at least
/
among those who, after ten hours' steady work at the looms, need more
relieffrom monotony than actual rest ' (p. 412).
But the chief clue as to how to make the workers into rational con
sumers only comes at the end. Mr Drummond visits the cutlery factory
at Turner's Falls (Connecticut River), and Mr Oakman, the company
secretary, after telling him how American cutlery beats English in
quality, continues :
' The time is coming that we will beat England as to prices also ; we
are ahead in quality now, that is acknowledged, but we must have
lower prices and shall have it the moment we get our steel at lower
prices and have our labour down ! ' (p. 427).
Reduction in wages and long working hours, this is the kernel of the
'rational and healthful process ' that is to raise the workers to the
dignity of rational consumers, so that they 'make a market ' for the
'things showered on them ' by civilization and the progress of invention.
*

Just as department I has to supply the additional constant capital for
department II out of its surplus product, so department I I supplies in

Accumulation and Reproduction on an Expanded Scale 593
the same way the extra variable capital for department 1. Department
I I accumulates both for department I and for itself, as far as the vari
able capital is concerned, in as much as it reproduces a larger portion
of its total production, and of its surplus product in particular, in the
form of necessary means of consumption.
With production on an increasing capital basis, I(v+s) must be equal
to IIe, plus the part of the surplus product that is reincorporated as
capital, plus the extra portion of constant capital needed to expand
production in department I I, and the minimum for this expansion is
that without which genuine accumulation, i.e. the actual extension of
production in department I, cannot be carried out.
Let us now return to the case last considered, which has the peculiar
ity that IIe is smaller than I(r.:+ts) ' i.e. smaller than the part of the pro
duct of department I that is spent as revenue on means of consumption,
so that a part of the surplus product of department II (=70) has to be
realized in order to convert the 1,500 I(v +s) ' As far as IIe = 1 ,430 is
concerned, with circumstances remaining otherwise the same, it must
be replaced by the same amount from I(v+s) for simple reproduction to
take place in department I I, and to this extent it does not need further
consideration. It is different for the supplementary 70 l Is. What is for
department I simply the exchange of revenue for means of consumption,
merely a commodity exchange oriented to consumption, is now for
department II not just (as with simple reproduction) the transformation
of its constant capital back from the form of commodity capital into
its natural form, but rather the actual process of accumulation itself,
the transformation of a part of its surplus product from the form of
means of consumption into that of constant ca.pital. If department I
uses £70 in money (its money reserve for the exchange of surplus-value)
to buy the 70 lIs, and department II does not use this money to buy the
70 Is, but accumulates the £70 as money capital, this latter is certainly
still the expression of an extra product (precisely of the surplus product
of department II, of which it is an aliquot part), even if not of a product
that goes back again into the production sphere ; but then this money
accumulation on the part of department II would be at the same
time the expression of an unsaleable 70 Is in means of production.
There would thus be relative over-production, corresponding to this
simultaneous non-expansion of reproduction on the part of depart
ment II.
But apart from this, during the time in which the £70 in money that
. came from department I has not yet returned, or only partly returned
to department I by the purchase of 70 Is on the part of department II,
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this £70 in money figures completely or in part as additional virtual
money capital in the hands of department I I. This hold�. for each
transaction between the two departments, until the mutual replacement
of commodities on both sides has effected the reflux of the money to
its starting-point. In the normal course of events, however, the money
figures only temporarily here in this role. In the credit system, where all
additional money temporarily set free can immediately function actively
as additional money capital, this money capital that is only released
temporarily may get stuck, and be used for new enterprises in depart
ment I, for example, whereas it ought to be used to set in motion surplus
products still held down in other enterprises. It should also be noted
that the annexation of 70 Is to the constant capital of department II
also requires an expansion of 14 in department II's variable capital.
This presupposes - similarly to the case of the direct incorporation of
the surplus product Is into capital Ic in department I - that reproduction
in department I is already proceeding with the tendency to further
capitalization; and that it therefore involves the expansion of that part
of the surplus product that consists of necessary means of subsistence.
*

As we already saw, the product of 9,000 in the second example must be
divided as follows for the purpose of reproduction, if 500 Is is to be
capitalized. Here we simply consider the commodities, and ignore the
monetary circulation.
I. 5,oooc +5OOs (to be capitalized) + 1 , 5OO(v +s) consumption fund
= 7,000 in commodities.
II. 1 ,5OOc+299v+201s = 2,000 in commodities.
A total of 9,000 in commodity product.
The capitalization now proceeds as follows :
The 500s that is capitalized in department I is divided into i = 41 7e
+ � = 83v. The 83v withdraws an equal amount from lIs, which buys
elements of constant capital, added to lIe. An increase of 83 in l Ie
necessitates an increase of i of 83 or 1 7 in IIv.
We then have after the exchange :
I. (5,oooc+ 417s)c+(I,OOOv + 83s)v = 5 ,417e+l,083v = 6,500
It
(1,5OOe+83.Je+(299v+17s)v = 1,583e = 316v = 1,899
Altogether : 8,399.
The capital in department I has grown from 6,000 to 6,500, i.e. by
one twelfth. In department I I it has grown from 1,71 5 to 1,899, i.e. by
almost one ninth.
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Reproduction on this basis for a second year produces at the end
the year a capital of:
I. (5,417e+452s)e+ (l,083v+90s)v = 5,869c+ l,173v = 7,042
II. (l,583e+42s+90s)e+ (31 6v+ 8s+ 1 8s)"
=

of

1,715e+ 342v = 2,057;

and at the end of the third year a product of:

I. 5,869c + 1 ,173v+ 1,173s

I I. 1,715e+ 342v+ 342s.
Here, as before, department I accumulates half its surplus-value, so that
I(v + ts) equals 1 ,173v+ 587 ( ts ) = 1 ,760, bigger by 5 than the total l Ie'
This must again be balanced with lIe by tra,nsfernng an equal amount
of means of production to lIe. lIe thus grows by 45, which require� an
increase of i x 45 = 9 in Uv' The capitalized 587 Is then divides mto
-i and t, 489e and 98v ; this 98 requires a new addition of 98 to depart
ment II's constant capital, and this in turn an increase in department
II's variable capital of i x 98 = 20. We now have :
. I. (5,869c+489s)e+(l,173v+98s)v = 6,358c+ l,271v = 7,629
I I. (1,715e+45s+98s)c+(342v+ 9s+20)"

�

.

=

1,858e+ 371"

=

2,229

total capital = 9,858.
In three years of increased reproduction, therefore, the total capital
of department I has grown from 6,000 to 7,629, that of department II
from 1,715 to 2,229, and the total social capital from 7,715 to 9,858.

(c) The Exchange oJIIe in the Case ofAccumulation
There are several different cases in the exchange between I(v+s) and IIc'
In the case of simple reproduction, the two must be equal and replace
one another, otherwise, as we have seen above, simple reproduction
cannot proceed undisturbed.
.
.
In the case of accumulation, the principal thing to be conSIdered IS
the rate of accumulation. In the above examples we assumed that the
rate of accumulation in department I was '!Is, and that it remained
constant in different years. We simply changed the proportions accord
ing to which this accumulated capital was divided into variable and
constant. This gave us three examples :
1 . I(v + ts) = lIe' which is thus smaller than I(v+s) ' (In fact, it must
always be smaller or else department I cannot accumulate.)
2. I(v+ts) is greater than I Ic. In this case, the replacement is effected
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by a corresponding portion of lIs being added to I Ic' so that this sum
I(v+ ts)' Here the exchange is not for department I I the simple re
production of its constant capital, but already accumulation, the in
crease of its constant capital by a part of its surplus product which it
exchanges for means of production from department I ; this increase
also means that department II correspondingly enlarges its variable
capital out of its own surplus product.
3. I(v + ts) is smaller than l Ic. In this case, department II has not
completely reproduced its constant capital by the exchange, and must
therefore make up the deficiency by purchase from department I. But
this does not require any further accumulation of variable capital in
department I I, since its constant capital is fully reproduced in magni
tude by this oper�tion. On the other hand, the section of capitalists in
department I that is simply storing up additional money capital has
already accomplished one part of this kind of accumulation by this
exchange.
The precondition for simple reproduction, that I(v+s)
lIe' is in
compatible with capitalist production from the start, although this
does not rule out the possibility that in one year of the industrial cycle
of ten to eleven years there may be a smaller total producfion than the
preceding, i.e. that even simple reproduction fails to take place in
relation to the previous year. Secondly, however, given the natural
annual growth of the population, simple reproduction would mean
that a proportionately greater number of unproductive servants had to
share in the 1 ,500 that represents the total surplus-value. Accumula
tion of capital, i.e. genuine capitalist production, would be impossible
in this way. The existence of capitalist accumulation accordingly ex
cludes the possibility that I Ie may be equal to I(v+s)' Yet even with
capitalist accumulation, the case could arise in which, as a result of the.
accumulation achieved in the previous run of production periods, l Ie
was not only equal to I(v+s)' but in fact even greater. This would mean
over-production in department I I, and could only be balanced out by a
major crash, as a result of which capital would be transferred from
department I I to department I. Nothing is altered in the relation be
tween I(v+s) and l Ie if a section of the constant capital in department I I
i s reproduced there - a s in agriculture for example, with the employ
ment of home-grown seed. This part of I Ie is then as little involved in.
the exchange between departments I and II as is Ie' It also makes no
difference if some of the products of department II are capable of
entering department I as means of production. This is covered by a
=

=
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part of the means of production supplied by department I, and this
part must be deducted from both sides at the outset, if we want to
investigate the exchange between the two great departments of social
production, the producers of means of production and the producers of
means of consumption, in its pure and unadulterated form.
In the case of capitalist production, therefore, I(v+s) cannot be equal
to I Ic' i.e. the two cannot balance one another in the exchange. It is
possible, on the other hand, if Is/x is the part of Is that is spent by the
capitalists of department I as revenue, for I(v+ s/x) to be equal to, greater
or less than I Ie ; however, I(v + s/x) must always be smaller than I I(c +s)' and
indeed smaller by the part of l Is that the capitalist class in department
II must itself under all circumstances consume.
We have to note here that in this presentation of accumulation, the
value of the constant capital is not depicted exactly in so far as this is
a portion of the value of the commodity capital in whose production it
collaborates. The fixed part of the newly accumulated constant capital
only goes gradually and periodically into the commodity capital, ac
cording to the differential nature of these fixed elements ; the commodity
capital therefore consists, in those cases in which raw materials and
semi-finished goods, etc. are involved in commodity production on a
large scale, for the most part of replacements for the circulating con
stant components and for the variable capital. (However, we were able
to proceed in this manner on account of the turnover of the circulating
components. The assumption was thereby made that the circulating
part, together with the portion of value of the fixed capital surrendered
to it, turns over within the year with such a frequency that the total sum
of commodities supplied is the same as the value of the whole of the
capital that goes into the annual production.) But where, as with the
construction of machinery, it is only ancillaries that are involved, and
not raw material, the labour element
v must again appear as the
larger component of the commodity capital. For the rate of profit, the
surplus-value is calculated on the total capital, independently of whether
the fixed components surrender a great deal of value to the product in
a given period or only a little. But for the value of any commodity
capital periodically produced, the fixed part of the constant capital has
only to be taken into account to the extent that it actually gives up
value to the product by its average wear and tear.
=
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S U P P L E M E N T AR Y R E M A R K S

The original s(lurce of money for department II is the v+s of the gold
production in G.epartment I, exchanged against part of l Ie ; it is only to
the extent that the gold producers store up surplus-value or transform
it into means of production in department I, i.e. extend their produc
tion, that their v+.s does not go into department I I ; on the other hand,
as far as accumulation of money by the gold producers themselves fin
ally leads to expanded reproduction, a portion of the surplus-value
from gold production that is not spent as revenue goes into department
II for the gold producers' additional variable capital, and. either re
quires a new hoard formation here or provides new means for buying
from department I without directly selling to it again. From the money
that stems from this I(v+ ) in gold production, a part of the gold is
deducted that is needed by certain branches of production in depart
ment II as raw material, etc., in short as a replacement element of their
constant capital. In the exchange between departments I and I I, there
is an element for provisional hoard formation, for the purpose of future
expanded reproduction, as follows : in department I, only if a part of Is
is unilaterally sold to department I I without a purchase from the other
side, and serves here as additional constant capital for department I I ;
i n department I I, i f department I buys unilaterally for additional vari
able capital ; furthermore, if a part of the surplus-value spent by depart
ment I as revenue is not covered by department I I, so that a part of
l Is is bought with it and thereby transformed into money_ If I(v +s/x) is
greater than lIe' then lie' for its simple reproduction, does not have to
replace, in commodities from department I, what I consumed from l Is
The qrestion then arises as to how far hoard formation can take place
in exc . :ange among the capitalists of department I I themselves - an
excharge that can consist only of the mutual exchange of l Is- We know
that within department II there is only direct accumulation in so far as
a part of l Is is directly transformed into variable capital (just · as, in
department I, a part of Is is directly transformed into constant capital).
Given the different ages of accumulation within the various lines of
business in department I I, and within each particular line of business
for the individual capitalists involved there, the matter is explained,
mutatis mutandis, just as in department 1. Some of these capitalists are
still at the stage of hoard formation, selling without buying, while
others, at the point of actual expansion of reproduction, buy without
seIling. The additional variable money capital is certainly laid out at
...

. .
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first on additional labour-power, but this is used to buy means of sub
sistence from the hoard-forming proprietors of the extra means o f
consumption that go into the workers ' consumption. In proportion to
their hoard formation, this money does not return from these pro
prietors to its starting-point ; they store it up.

Quotations in Languages other than English
and German

p. 100, n. 3 'Ainsi done, par la concentration des fortunes entre un petit
nombre de proprietaires, Ie marche interieur se resserre toujours plus, et
l'industrie est toujours plus reduite a chercher ses debouches dans les

marches etrangers, ou de plus grandes revolutions les attendent. '
p. 209, n. 2 ' Les frais de commerce, quoique necessaires, doivent etre regardes
comme une depense onereuse.'
' . . . a mettre leur retribution ov leur gain au rabais
n'est serieusement
parlant qu une privation de perte pour Ie vendeur de la premiere main et
pour l'acheteur-consommateur. Or, une privation de perte sur les frais du
commerce n'est pas un produit reel ou un accroit de richesses obtenu par Ie
commerce, considere en lui-meme simplement comme echange, independem
ment des frais de transport, ou envisage conjointement avec les frais de
transport. '
' Les frais du commerce sont toujours payes aux depens des vendeurs des
productions qui jouiraient de tout Ie prix qu'en payent les acheteurs, s'il n'y
avait point de frais intermediares. Les proprietaires et producteurs sont
" salariants ", les commer9ants sont " salaries ".'
pp. 268-9, n. 1 ' Les avances annuelles consistent dans les depenses qui se font
annuellement pour Ie travail de la culture ; ces avances doivent etre dis
tinguees des avances primitives, qui forment Ie fonds de l'etablissement de
la culture.'
'Au moyen de la duree plus ou moins grande des ouvrages de main-d'
reuvre, une nation possede un fo.nds considerable de richesses, independant
de sa reproduction annueIle, qui forme un capital accumule de longue main
et originairement paye avec des productions, qui s'entretient et s'augmente
toujours. '
p. 416, n. 1
. ' Jetez Ies yeux sur Ie Tableau Economique, vous verrez que la
cIasse productive donne I'argent avec lequel ies autres classes viennent lui
acheter des productions, et qu'elles lui rentrent cet argent en revenant
l'annee suivante faire chez elle les memes achats
Vous ne voyez done ici
d'autre cercle que celui de la depense suivie de la reproduction, et de la
reproduction suivie de la depense; cercIe qui est parcouru par la circulation
de l'argent qui mesure la depense et la reproduction.'
• . .

'

.

.

. • .

602

Quotations other than English and German

' C'est cette avance et cette rentree continuelle des capitaux qu'on doit
appeler la circulation de l'argent, cette circulation utile et feconde qui
anime tous les travaux de la societe, qui entretient Ie mouvement et la vie
dans Ie corps politi que et qu' on a grande raison de comparer
a la circulation
.
du sang dans Ie corps animal.'
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Commodity form, 121-2, 206-7, 220-22,
283
Commodity market, 109-10, 1 24-5,
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surplus-value, 93, 294, 408, 423-4,
447-8 , 451 , 497, 532
Dividends, 259
Division oflabour, 1 19, 212, 312
Dobb, Maurice, 33
Domestic industry, 3 1 8-19
Drummond, Victor Arthur
Wellington, 591-2
Dupont de Nemours, Pierre-Samuel,
269
Economists, see Political economy
Edmonds, Thomas Rowe, 96
Elements of production, 1 10-1 1 ,
1 14-1 6, 120, 1 53, 300, 464-5
Engels, Frederick, 1 1 , 12, 36, 38, 47, 68,
87-97 passim, 1 3 7, 1 58 , 200, 359-60,
449, 487, 491 , 535, 548
England, 148, 3 1 1-12, 3 1 4-15, 330
Exchange, 225-6, 448-9. See also under
Reproduction on an expanded scale;
Simple reproduction
Exchange-value, 1 35, 1 86, 206, 223
Exploitation oflabour-power, 120, 395,
43 1 ; rate of, 372-3, 379-80
Factory, 1 83, 1 85, 255
Farmers, 194-5, 268-9, 3 1 3- 1 5, 435--6,
446-50. See also Peasants
Faux/rais, 209, 420
Fetishism, 303
Fixed capital, 237-43, 277-8, 288-9,
298-9, 303, 472-3 ; amortization of,
1 98 , 242-51 passim, 263, 524-33, 552,
570 ; and circulating capital, 237-48
passim, 262, 268, 271 , 278, 300, 304-5,
308, 3 14, 354, 369 ; maintenance and
renewal of, 252-3, 440 ; moral
depreciation of, 250, 264; physical
depreciation of, 238 , 242-3, 248-51 ,
255, 265, 298-9, 524-7 ; reproduction
of, 251 , 262-3, 472-3, 524-45 passim,
552-3, 570-71 ; turnover of, 1 98 ,
242-8, 262-6, 271 , 354, 370, 472-3,
597 ; Quesnay on, 268 ; Ricardo on,
293-5, 300-305 ; Smith on, 269-92
passim, 436-46
Forced labour, 3 1 1 , 462
Foreign trade, 158, 329-30, 390-93,
542-6
Forestry, 3 1 6, 321-2
Forms of production, 120, 1 94-5, 463.
See also Mode of production
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France, 64
Free-trade schoool, 570
Fullarton, John, 574
German Ideology, The, 195
Germany, 56, 318, 545
Gold and silver, 121 , 1 58-9, 21 3-14,
392-401, 418, 545
Gold production, 1 3 1 , 400-401 , 403,
410-12, 418, 420-2 1 , 545-9, 553, 567,
598
Good, William Walter, 3 1 3
Government, 497
Government stock, 423
Greece, 555
Ground-rent, 497, 532, 561-2; as form
of surplus-value, 91-3, 447-9 ; Smith
and Ricardo on, 91-3, 437-9, 447-9 ;
Rodbertus on, 88-100 passim
Grundr�se, 28, 32, 64 72, 77, 141
Handicrafts, 1 82, 212
Harris, Donald, 68
Hilferding, Rudolf, 21
Hitler, Adolf, 56
Hoarding, 1 58 , 261 , 396 ; and
accumulation of capital, 1 58-9,
163-4, 199 , 565-7, 573-4, 598-9 ; and
capitalist production, 41 8 , 423-4,
547, 568-9 ; and capitalist
reproduction, 526, 547 ; and simple
commodity production, 1 63-4, 568-9
Hodgskin, Thomas, 96, 320
Holdsworth, W. A., 252, 256
Incas, 1 95, 226
Income, see Revenue
India, 212, 2 1 8, 3 14, 329-30
Individual capital, 1 77, 1 84-5, 427-30,
468-70
Industrial capital, 1 33-6, 140, 142-3,
1 60-64, 1 81-5, 1 89-90, 246-7, 271 ,
436
Industrial capitalist, 1 1 7, 1 85-7, 1 90 ,
196, 271 , 448, 490, 496-7, 532, 554
Industrial cycle, 235, 266, 486, 596-7
Industrial reserve army, see Surplus
population, relative
Industry, large-scale, 261 , 264, 356
Instruments of production, see Means
of production
Insurance fund, 2 1 5, 256, 440
Interest, 95, 532, 555, 561
Investment of capital, 270, 273, 335, 390
Iron production, 242

Jaffe, Hosea, 66
Japan, 56
Joint-stock capital, 1 77, 31 1 , 433, 509,
553. See also Stocks and shares
Kautsky, Karl, 48, 84, 88
Keynes, John Maynard, 1 3, 22-4, 74,
76
Kidron, Michael, 53
Kirchhof, Friedrich, 258, 3 1 8 , 321-5,
332-3
Koshimura, Shinzaburo, 65-6
Kozak, Theophil , 88
Labour, abstract, 214-1 5 , 453-4,
459-60, 504; as substance of value,
99 , 101 , 462 ; concrete, 453-4, 459-60,
504; dual character of, 252, 453-4,
459-60 ; has no value in itself, 101,
1 1 3 ; living, 1 01, 2 1 4-15, 252, 299,
504; necessary, 209- 10, 459-60, 462,
503'-4 ; objectified, 101 , 214-1 5 , 299 ;
productive, 202, 209-10 ; Physiocrats'
views, 209, 435 ; productivity of, 1 79,
218-19, 356, 395, 432, 573 ; surplus,
92-5, 1 1 0-1 1 , 1 1 3, 121 , 210, 460-62,
501-12, 573 ; unproductive, 207-13.
See also Wage-labour
Labour, intensity of, 335, 395, 431
Labour, material of, 21 8-19, 287-8, 294
Labour, means of, 202, 294 ; as
component of constant capital, 294;
as fixed capital, 239-41, 298-301,
303 ; depreciation of, see under Fixed
capital ; role in labour process, 201,
237-42, 281-5, 298-301 ; transfer
value to product, 1 33-4, 202, 237-40,
242, 294, 525
Labour, object of, 201-2, 226, 240-41 ,
274-5, 298-9, 3 1 6
Labour, productivity of, 179, 218-19,
356, 395, 431-2
Labour fund, 292
Labour market, 109-10, 125, 197,
388-9 1 , 521-2
Labour-power, and means of
production, 1 09-21 passim, 461-2;
and surplus-value, 120-21, 245-6,
296, 451-2; and variable capital, 120,
245--6, 286-8, 299-300, 446-7, 454-9,
471-2, 474-5, 51 5-24 passim ; as
commodity, 99, 101 , � : "-1 1 , 1 1 3,
1 1 8-19, 121, 1 86, 196, 245-6.
286-8, 390-9 1 , 428, 446-7,

454-6 1 , 489-90, 516, 521-2; as
component of productive capital,
1 14-1 5 , 1 20-2 1 , 243-4, 275, 286,
290-9 1 , 299-300, 457, 461 , 475 ;
conditions of its sale and purchase,
1 0 1 , 1 1 3-16, 245-6, 295, 346, 456-7,
461 , 523 (see also Labour market) ;
demand for, 197; payment below
value, 559-60, 584-5 ; rate of
exploitation, 372, 379 ; reproduction,
1 0 1 , 1 1 6, 1 1 8-19, 1 97, 245--6, 296,
384, 455-8 , 464,492, 520-2 1 , 559-60;
social combination of, 432 ; value of,
1 0 1 , 1 10-1 3, 245-6, 296, 302, 446-7,
451-2, 454-6 1 , 559
Labour process, 142, 201 , 277-85
passim, 299-305 passim
Labourer, see Worker
Lalor, John, 217, 220
Land, improvement of, 240-41
Land, rent of, see Ground-rent
Landownership, 92-3, 100, 1 17, 432,
447-9 , 497, 532
Lange, Oskar, 34, 65-6
Lamer, Dionysius, 250-5 1 , 259-60
Lassalle, Ferdinand, 90
Laveleye, Emile-Louis-Victor de, 321
Lavergne, Louis-Gabriele-LeonceGuilhaud de, 3 1 5
Lavoisier, Antoine-Laurent, 98 , 100
Lavrov, Piotr Lavrovitch, 1 1
Lenin, Vladimir Ilyitch, 48
Le Trosne, Guillaume-Francois, 296
Leontiev, A., 1 3, 22, 28
Linguet, Simon-Nicolas-Henri, 436
List, Friedrich, 89
Loan capital, 569
Luxemburg, Rosa, 21, 34-5, 37, 48,
62-9
Luxuries, 414-15, 478-87
Mably, Gabriel-Bonnot de, 436
MacCuIloch, John Ramsay, 94, 324-5,
466
Machinery, 21 9 ; as commodity capital, .
240, 287-8 ; as fixed capital , 284 ;
differential life of, 250-5 1 ;
improvements to existing, 251-2;
influence of crises on, 250; reduces
working period, 3 1 2 ; reproduction
and renewal of, 250-52, 263-4, 308-9 ;
transfers value to product, 1 33 , 243,
275, 308-9, 525-6
MacLeod, Henry Dunning, 305
Madagascar, 2 1 8
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Malthus, Rev. Thomas Robert, 235,
303, 516
Manufacture, 319
Market, 206, 327-9, 332, 335, 390-91,
555. See also Commodity market ;
Labour market; Money market;
World market
Marx, Jenny (nee von Westphalen), 102
Marx-Aveling, Eleanor, 87, 89
Mateo, J. Caridad, 65-6
Means of production, 237-42, 264; and
labour-power, 1 10-20 passim ; and
labour productivity, 218 ; and the
worker, 1 1 6, 1 20 ; as component of
productive capital, 1 14, 1 16, 120-21,
275-6, 285 ; as fixed capital, 238-41 ;
demand for, 197-8 ; material forms of
existence, 1 20-21, 218 ; production of,
441, 444-5, 471, 498-501 , 51 3, 546;
role in labour process, 237-42, 280-82,
302-4 ; role in valorization process,
200-201, 237-40; value of, 1 53, 463.
See also Labour means of
Means of subsistence, 1 1 9, 197, 245,
290-91 , 414-15, 458, 479-87 passim
Mercantilism, 91, 1 39, 141, 1 79
Merchant, 190, 209, 497
Merchant's capital, 1 90-91, 270-73, 497
Metabolism (Stoffwechsel), 226
Metal, 298
Metamorphosis of capital, 109-44
passim
Mexico, 545
Meyer, Rudolf Hermann, 88-9, 97
Middle ages, 208, 211
Mill, James, 321, 582
Mill, John Stuart, 305, 467
Mine, Bronislaw, 34, 37
Mining, 1 85, 274, 319
Mode of exchange, 194-6
Mode of production, 1 89-90, 196, 217,
276. See a/so Forms of production
Monetary system, 141
Money, as general equivalent, 1 14,
127-8 , 463 ; as'hoard, 146, 158-9,
1 63-4, 261 , 396, 400, 403, 548, 573_4·,
as means of circulation, 1 1 3, 146,
213, 261 , 400, 419-20, 490, 573, 585 ;
as means of payment, 1 12, 1 1 5, 1 57-9,
192, 2 1 3, 346, 400, 403-4, 408, 419,
539, 554, 576 ; as means of purchase,
1 12, 157, 192, 408. 419, 539, 543 ; as
measure of value, 457 ; as world
money, 190, 433 ; credit money. 192,
434 ; metal money, 192, 400, 554;

money of account, 141, 144, 2 1 1 .
233-4, 263 ; storage of, 1 65, 340, 476;
wear and tear, and reproduction of,
213, 400, 403, 433. 545-56. See also
Accumulation of money; Money
reserve fund ; Circulation of money Money capital, 1 12-16, 125-31, 150-51,
389, 429-34, 497, 569 ; additional,
4 1 8-19, 573-5 ; and capitalist
production, 431-3, 490, 554, 570-71,
576 ; and money circulation, 145-6,
152, 490; and productive capital,
1 12-14, 1 1 7-18, 1 32-3, 1 54, 331_3,
432-3, 490, 568 ; as component of
total social capital, 430-31 ; as form
of industrial capital, 1 3 1-3, 136,
1 60-6 1 , 247; bourgeois economists'
views, 333 ; function of, 1 29-30, 157;
opposition to productive capital, 247,
271 , 278, 282-3 ; potential (latent),
1 58, 1 64-5, 341 , 357-8, 396-7,
421-3, 566-9 ; tying-up and release
of, 1 89. See also Circuit of money
capital
Money capitalist, 488, 497
Money economy, 1 1 3-14, 194-5, 298
Money form, 126, 128, 1 38, 213, 233,
297
Money market, 1 88, 358-9, 361 , 366-7.
390-93, 396, 434
Monopoly, 1 87, 477
Moroshima, Michio, 38, 40
Mortgages, 3 1 1
MUller, Adam Heinrich, 264
�atural economy, 1 95, 554-5
�ature, 249-50, 3 1 6-17, 431 -2
Newman, Samuel Pp,ilips, 235
Night work, 200, 316
Officials, 497, 532
Organic composition of capital, 1 62-3,
,
197, 293-4, 586-90
Organization oflabour, 1 1 7, 1 38, 432
Overproduction, 1 56, 256, 390, 393,
530, 544-5, 579-80, 596. See also
Crises
Owen, Robert, 96
Patriarchy, 280
Patterson, Robert Hogard, 305
Payments, balance of, 1 5 1 , 576 ; term
of, 266-7, 330-31
Peasants, 1 1 7. 194, 3 14, 3 1 8, 2 1 1-12,
217

Petty commodity production, 194,
463
Physiocrats, 1 78, 268-9, 277, 289-90,
297, 301-2, 416, 435-8, 455, 467, 572
Plekhanov, Georg, 48
Political economy, 87-102, 122, 166,
172, 204, 278, 297, 303-5, 415.
See also Mercantilism; Monetary
system; Physiocrats ; Vulgar
economics
Population, centres of, 327-4;
relative surplus, 390-91, 486, 577,
589
Potter, Alonzo, 265
Pottery, �16
Precious metals, see Gold and silver
Price ofproduction, 294, 413
Prices, 360-68, 390-91, 413.,-16, 486
Priestley, Joseph, 97-8, 100
Private production, 322
Product, 1 35-9, 213, 217-1 8, 220-22,
280-89, 306-9, 331, 334. See also
Value of product
Product, total social, 445, 483-5 ;
distribution of, 174, 470-71, 483-4;
includes productive and individual
consumption, 468 ; natural form of,
470-72, 506-9 ; rate of growth, 588-9,
594; use-value composition. 470-72 ;
value of, 444, 470-73, 501, 505-9
Production, and consumption, 1 56-7,
391, 485-6 ; continuity of, 1 82-4,
219-20, 266, 326-36, 356 ; for
producers' own needs, 120, 217, 280;
forms of expansion, 158-9, 251-2,
256-7, 395-6, 568 ; social, 434 ; two
departments of, 441-6, 471 . 478-87
passim, 498-501, 513-14, 546. See
also Capitalist mode ofproduction ;
Capitalist production; Centres of
production ; Elements ofproduction;
Forms ofproductiQn; Means of
production ; Mode of production;
Overproduction; Price ofproduction ;
Production process ; Production
time; Social production fund
Production process, 306-15, 356, 427-8
Production time, 200-204, 233, 235-6,
309-10, 3 1 6-26, 334-42passim
Productive capital, 1 1 1-21 passim,-126,
128, 1 32-6, 145, 1 60-62, 172, 186-9,
201 , 241-61 passim, 268-85 passim,
322-4, 331, 361, 427
Productivity, see Labour, productivity
of

Profit, 204, 413-14 ; as form of
surplus-value, 91-3, 446-7, 450;
average rate of, 1 02, 198, 294, 304,
415, 597 ; Destutt on, 556-7, 560-63 ;
Ricardo on, 93, 101, 301 ;
Rodbertus on, 89-90; Smith on,
9 1-2, 273, 278-9, 437-40, 446-9
Property, 100, 1 1 5-16, 432, 466, 497
Prosperity, 335, 486-7
Proudhon, Pierre-Joseph, 96, 467, 509
Purchasing time, 204-1 1 , 329-33
Quality and quantity, 1 1 0-1 1 1 , 127-8,
262-3, 484-5, 582
Quesnay, Fran�ois, 13, 178-9, 209,
268-9, 416, 435-6, 438, 446
Railways, 228, 248-53, 256-60
Ramsay, Sir George, 239, 305, 466-7.
509, 5 1 2-13
Rate of accumulation, see
Accumulation
Rationality, superficial, 172
Rau, Karl Heinrich, 89
Ravenstone, Piercy, 96
Raw material, 219, 239-44, 273-4, 280,
287, 309
Rent, see Ground-rent
Repair and maintenance, 198, 252-60
Repair costs, 198, 525, 562
Repair fund, 440-41
Reproduction, 427-8 ; and consumption,
487 ; and crises, 486-7, 543-5, 571 ,
596 ; and fore:gn trade, 542, 544-6 ;
and hoarding, 526, 548 (see also
Accumulation of capital) ; and money
circulation, 474-8, 487-98, 51 5-26,
533-4, 551-4 ; and storage of
commodities, 223-4, 580-81 ; as
precondition for any society, 383 ;
bourgeois theories of, 509-1 3, 551-2;
Destutt's theory, 556-65 ; natural,
250-52, 435 ; of capitalist relations,
1 1 6-17, 468, 492; of constant
capital, 474-8, 498-501 , 505-9, 514;
of fixed capital, 250-5 1 , 262-3, 472-3,
524-45, 552 ; of individual capital,
144-6, 1 80, 1 84-5, 468-9, 565 ; of
labour-power and the working class,
101, 1 14-15, 1 17-19, 197, 245, 285,
295, 384, 455-60, 464, 485-6, 489-91,
520-21, 524, 559 ; of money material,
445-56; of social capital, 1 80, 1 84-5,
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427-30, 468-7 1 , 565 ; of variable
capital, 474-5, 478-10, 501-5, 51 3-24;
Physiocratic theories, 277, 435-6,
446 ; purpose of capitalist
reproduction, 233-4, 487 ; Smith's
theory, 436-9, 444, 484-5. Seea�o
Reproduction on an expanded scale;
Simple reproduction
Reproduction on an expanded scale,
1 79, 566-8 ; and organic composition
of capital, 586-9 ; disproportions in,
580-8 1 , 593, 596 ; equilibrium
conditions of, 570-71 , 589-97 ;
exchange between two departments,
569-71, 577-9, 581-9, 592-9 ;
exchange within department I,
568-77; exchange within
department I I, 583-9, 592-4 ;
requires faster growth in department
I, 5 1 3-14, 572-3 ; schematic
depiction of, 581-97 passim ; simple
reproduction as factor in, 470-7 1 ,
487, 586, 590, 595-6 ; surplus product
of department I as material basis for,
573-5, 581-3 ; transition from simple
reproduction to, 573, 581-2. See also
Accumulation
Reserve fund, 1 64-5, 25 1 , 256. 333,
340-41 , 403, 4 1 9-23
' Results of the Immediate Process of
Production ', 45-6, 465
Revenue, Destutt on, 556-65 ; of
capitalists, 1 47-50, 447-8, 454-65 ; of
workers, 441 , 446-65 passim, 5 1 5-17,
520-24 ; Ricardo on, 465-6; Smith
on, 438-50, 456-65 passim ; surplus
value as, 383, 453, 459-61 , 464, 495
Ricardo, David, 24, 93-102 passim, 227,
293-305 passim, 465-6, 556
Robinson, Joan, 24
Rodbertus-Jagetzow, Johann Karl von,
88- 1 02 passim, 487
Romantic School, 264
Rome, 555
Roscher, Wilhelm Georg Friedrich, 449
Roscoe, Sir Henry Enfield, 97
Russell, Lord John, 94
Russia, 33-4, 85, 1 1 7, 1 89, 3 1 8, 545

Say, Jean-Baptiste, 23, 24, 227, 228,
466-7. 5 1 6
Scbaffle, Alberl Eberhard Friedrich, 8 8 ,
585

Scheele, Karl Wilhelm, 97-9
Schorlemmer, Carl, 97
Science, 432
Scotland ; 194, 43t>
Scrope, George Julius Poulett, 265-7
Seasonal work, 1 85, 340, 526, 555
Securities, see Stocks
Selling time, 124, 204- 1 1 326-31
Semi-finished goods, 220, 240, 284,
291 , 297, 472, 597
Senior, Nassau William, 5 1 4
Serfdom, 1 1 7, 1 89, 462, 554
Share capitaL see Joint-stock capital
Silver, see Gold and silver
Simple reproduction, 399, 446 ; alien to
capitalism, 470-71 ; as factor in
accumulation, 471 ; disproportions in,
470 . 483, 530, 542-5, 578-9 ;
equilibrium conditions for, 473-4.
478, 483-5, 487, 501-503 , 530, 540,
569-71 , 578-9, 586, 595 ; exchange
between two departments in, 473-8,
48 1-4, 487-98 , 50 1 -505 , 51 1 , 5 1 3-14,
5 1 6-45 passim, 578 ; exchange within
department I, 474, 498-501 ;
exchange within department II,
473-4, 478-87; realization of surplus
value, 399, 473-4, 478, 485-7, 572.
578 ; schema for, 473-4, 487, 586
Sismondi, Jean-Charles Simonde de,
1 00, 1 9 1 , 2 1 7, 467, 5 1 6
Slavery, "1 1 6, 1 89, 466, 554-5
Smith, Adam, 85-95passim, 21 7-1 8 ,
227, 247, 268-96 passim, 297, 304,
419, 436-76passim, 484, 502, 5 1 0-12,
551-2, 566, 570
Social capital, 1 77, 1 84, 346-7, 427-30,
468-71
Socialism, academic, 87- 8 ; Ricardian,
93-6 ; state, 87-8, 92 ; utopian, 96.
See also Communism
Social production fund, 224
Socio-economic formation, 120
Soetbeer, Georg Adolf, 545
Sorge, Friedrich Adolf, 1 1
Soviet Union, see Russia
Speculation, 1 85, 222, 3 1 1 , 332-3, 390,
395, 4 1 4
Stalin, Joseph, 33
State capital, 87-8, 1 77. See also
Socialism, state
Stein, Lorenz von, 242
Steuart (Stewart), Sir James (also
Denham), 9 1
Stock exchange, 414, 4 1 7

Stock formation, see Storage
Stocks and shares, 242, 423, 574
,
Storage, 1 88, 200-2 1 , 2 1 5-25, 266-7 322-4, 33 1-3, 340-4 1 , 357, 363-3, 525,
580-8 1
Storch , Henri , 226,4 67, 509-1 0
Subsistence, means of, see Means of
subsistence
Subsistence production, see Production,
for producers' own needs
Suez canal, 330
Supply and demand, 1 56, 196-8 , 358,
361 , 389, 4 1 4
Surplus labour, 9 1-5, 1 10-1 5, 1 2 1 , 1 35,
210, 460, 462, 501-2, 573-4
Surplus population, relative, 390-9 1 ,
486, 577, 589
Surplus product, 94-5, 404, 550, 572-5,
5 8 1 -2
Surplus-value, 84-5, 98-1 0 1 , 1 20, 45 1 ,
461-2, 493-4 ; absolute and relative,
99, 358 ; and wages, 450-52 ; annual
rate of, 369-83, 388, 394 ; as congealed
unpaid labour, 246, 464 ; as revenue,
383, 453, 459-60, 464, 495 ;
circulation of, 428 ; division of, 95,
294, 408, 423-4 , 448 , 450, 497, 532;
law!! of, 95, 373-5, 378 ; mass of,
371-83, 388 ; production of, 9 1 ,
1 1 0-1 3 , 1 55 , 1 59-66, 1 96, 297-8,
374-5, 427, 460-61 ; rate of, 371-83
passim, 389 ; realization of, 124-5,
145-6, 203, 205-6, 295-7, 396, 399,
4 1 8-19, 423, ; transformation into
capital, 1 58-6 1 , 394-6 , 399, 565-6,
577-9
Sweezy, Paul, 53
Tableau economique, 1 79, 266, 301 , 4 1 6,
435, 446. See also Quesnay
Technique, 120, 1 36, 158, 1 86, 1 99, 258,
264
Theories of Surplus- Value, 40, 42, 46,
54. 64, 69, 72, 84-102 passim, 1 39,
1 78, 186, 227, 239, 305, 324-5, 373,
437, 467, 556
Thompson, William, 96, 397-9
Tooke, Thomas, 1 53-4, 192, 404-5,
549-54
Trade, 1 1 7, 1 20, 1 3 1 , 443 ; See also
Foreign trade ; World market
Trade, cost of, 209 ; balance of, 392-3
Trade unions, 414
Transport, costs of, 225-9 ; means of,
206, 2 1 9-20, 239, 327-8

Transport industry, 1 35, 225-9, 365-6.
See also Communications
Trotsky, Leon, 48
Truck system, 584, 592
Tugan-Baranowski, 1 1-12, 72
Turgot, Anne-Robert-Jacques, baron
de l'Aulne, 1 78, 269, 4 1 6, 436
Turnover cycle, 263-7, 325, 370
Turnover of capital, 233-6, 262-7, 382,
427-30 ; and circuit of capital. 234-6,
427; calculation of, 263, 265 ;
economists' views, 234-5, 265-7 ;
effect of price changes, 360-68 ;
factors accelerating, 266-7 ; of
circulating capital, 198, 245-8, 262-7,
309, 335-6, 354-5, 369-70, 391-3,
597 ; offixed capital, 1 98, 242-8,
262-4, 269, 308-9, 354-5, 472-3, 597 ;
of productive capital, 242-8, 262-3 ;
of variable capital, 369-93
Turnover period, see Turnover time
Turnovers, number of, 198, 235-6,
263-4, 342, 346, 379
Turnover time, 203-4, 233-6; as sum
of production and circulation time,
233, 326 ; effect on size of capital
advance, 334-68 ; causes of difference
in, 235-6; 306-26 passim, 391 ; of
circulating capital, 3 1 8 , 391-3 ; of
fixed capital, 263-4, 3 1 9
Tyler, Edward Burnett, 5 1 4

Unemployment, see Surplus population.
relative
Use-value, 148-9 , 206, 2 1 7

Valorizat ion, 1 4 1 , 203-4, 243-6, 293-9,
369-93 passim, 446-7, 454-6, 460,
472, 474, 501-4, 5 1 3-24
Value, 99, 122-3 ; acquires autonomy,
1 85-6 ; Bailey on, 1 8 6 ; change in,
1 8 6-90, 267-8, 360-62, 486 ; form of,
1 38, 1 86, 233 ; law of, 1 01-2, 227, 301 :
magnitude of, 1 23, 462, 466 ;
maintenance of, 21 7 ; of total social
product , 444, 469-73, 501 , 505-9 ;
production of, 214-15, 461-2 ;
Ricardo on, 93-4, 99, 1 0 1 , 301 ;
substance of, 99, 462; theory of, 93,
99 ; tokens of, 1 9 1 , 396 ;
transformation of its forms, 204-9,
21 3-14, 2 1 6-17. See a�o Commodity
value
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Value of the product, 1 22, 238-46,
399-400, 469-70, 472, 505-21 ; and
value produced, 453, 506, 5 1 3
Value produced, 451-4, 484, 501 , 504-6,
5 1 3-14
Variable capital, 140-41 , 204, 243-5,
295-7, 301-2, 447, 471-2, 5 1 2 ; and
wages, 447, 455-8, 471-5, 5 1 3-24;
forms of advance, 140-41 , 447,
454-9, 474-90 passim, 554 ; potential,
5 1 5, 5 1 8 ; reproduction of, 474-5,
477-80 ; Ricardo on, 293-6;
turnover, 369-93
VorontsoY, V. , 53
Vulgar economics, 1 0 1 , 148-50 449,
466-7, 5 14-16, 556-64
Wage-labour 1 1 9, 1 96, 201 , 418, 554
Wage-labourer, see Worker
Wages and money circulation, 489-90 ;
and surplus-value, 450-52; and
variable capital, 141, 285, 295-7, 401 ,
422, 447-8, 454-9, 463-4, 474-5,
489-90, 5 1 3-23 ; as draft on future
labour, 152; as value oflabour-power,
1 10, 1 1 3, 1 52, 245, 302, 447, 451 , 458,
463 ; as workers' revenue, 441-52
passim, 456-6 1 , 464, 5 1 5-17, 523-4;
Destutt on, 556-64 passim ; form and
period of payment, 141, 245, 266,
295, 297, 302 ; level of, 391, 41 3-15,
486, 584-5, 592 ; nonlinal and reru,

585 ; Adam Smith on, 438-41,
449-50, 484-5
Wagner, Adolph, 97
Walras, L., 1 3
Waste, 252, 486
Wayland, Francis, 302-3
Wealth, social, 21 3-14, 2 1 7- 1 8 , 222,
286, 329, 420, 567
Williams, Richard Price, 249, 259
Wool market, 332-3
Work, see Labour
Working class, 422, 497 ; and economic
crises, 486-7, 543 ; as basic condition
of capitalist production, 1 19 ; as
consumers, 391, 591-2 ; as means of
production, 1 1 5, 1 20 ; conditions of
existence, 1 14-20, 221 ; in agriculture,
1 17, 196, 3 1 8-19, 436-7 ; in commerce,
207-1 1 ; in gold production, 412 ; in
luxuries, 480-86 ; independent
workers, 194, 463 ; productive, 447-8,
452, 461 , 466 ; reproduction of,
1 1 7-1 8, 285, 456-7, 464, 488-90, 492,
521-2; unproductive, 212, 466, 486
Working day, 236, 308, 395, 501-5, 509
Working period, 306-15, 3 34-57, 391
433-4
Working time, 200-203, 3 1 6-24, 339
World market, 190, 220, 329
Zeller, J., 88
'Zur Kritik der politischen
Okonomie', 84-101 passim

Note on Previous Editions of the Works
of Marx and Engels

Until recently there existed no complete edition of the works of Marx
and Engels in any language. The Marx-Engels Institute, under its
director D. Riazanov, began to produce such an edition in the late
1920s. For reasons never since made clear, the project did not survive
the mid-1930s. However, eleven indispensable volumes did emerge
between 1927 and 1935, under the title Karl Marx - Friedrich Engels:
Historisch-Kritische Gesamtausgabe, commonly referred to as the
ME G A edition. The MEGA contains the works of both men down
to 1 848, and their correspondence, but nothing more. For the next
thirty years, the field was held by the almost inaccessible Russian edition,
the Marx-Engels Sochineniya (twenty-nine volumes, 1928-46).
'Only in 1968 did the East Germans complete the first definitive
edition in the German language, the forty-one volume Marx-Engels
Werke (ME W). Until then, the works of Marx and Engels existed only
in separate editions and smaller collections on specific themes. For this
reason, the translations into English have followed the same pattern 
the only general selection being the Marx-Engels Selected Works
(MES W), now expanded to a three-volume edition. Recently, however,
the major gaps in the English translations have begun to be filled up.
Lawrence and Wishart have produced a complete translation of Theories
of Surplus- Value, as well as the first adequate translation of A Contribu
tion to the Critique of Political Economy and Marx's book on The
Cologne Communist Trial. They plan to issue a complete English
language edition of even greater scope than the ME W, though this
will inevitably take ma:Q.y years to complete. The Pelican Marx Library
occupies an intermediate position between the MES W and the com
plete edition. It brings together the most important of Marx's larger
works, the three volumes of Capital and the Grundrisse, as well as three
volumes of political writings and a volume of early writings.
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edition3

Date !

Author2

Title

1 843

M

1843
1 843-4

Critique 0/ Hegel's Doctrine 0/ the
State

M

On the Jewish Question
A Contribution to the Critique 0/
Hegel's Philosophy 0/ Right.

P EW

1 844

Introduction
Excerpts /rom James Mil/'s Elements

P EW

M

1 844

E

Outlines 0/ a Critique 0/ Political

1 844

M

Economic and Philosophical

1844

Manuscripts
Critical Notes on the Article • The
King 0/ Prussia and Social Re/orm.

P EW

M

1 844

By a Prussian'
The Holy Family, or a Critique 0/

P EW

M &E

M

of Political Economy

Economy

P EW

P EW
P. Engels

MECW4

Critical Critique

1 . Date of composition, except for Capital, where the date of first publication
is given.

2. M

=

Marx, E

=

Engels.

3. The following abbreviations are used:
P. Engels: Engels, Selected Writings, Harmondsworth, 1967.
L W: Lawrence and Wishart.
M EC W: Karl Marx and Frederick Engels, Collected Works, Lawrence and
Wishart, 1975.
MES W: Karl Marx and Frederick Engels

Selected Works in Three Volumes,

Progress Publishers, 1969.
P : Pelican Marx Library.
P E W: Early Writings (pelican Marx Library).
P FI: The First International and After (Pelican Marx Library).
P R1848: The Revolutions of1848 (Pelican Marx Library).
P SE: Surveys/rom Exile (Pelican Marx Library).
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Author
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Condition of the Working Class in
England

English
edition

Blackwell

1864

M

Provisional Rules of the International

P EW

1865

E

MECW5
MECW6
P R1848

1 865

M

1866

E

MES W I
P R1848
P R1848

1 867

M

1 867

M

1 868

M

Date

Author

Title

1844-5

E

1845

M

Theses on Feuerbach
The German Ideology

1 845-6

M &E

1 846-7

M

1 847

M&E

1 847

M

Wage Labour and Capital

M&E

Manifesto of the Communist Party
Speeches on Poland

1 848

M&E

1848

M&E

1 848-9
1 8 50

M&E

Demands of the Communist Party in
Germany
Articles in the Neue Rheinische

Zei tun g
M &E

(March)
M &E

(June)

Address of the Central Committee to
the Communist League
Address .of the Central Committee to
the Communist League

1 850

M&E

Reviews from the Neue Rheinische

1 850

M

1 850

The Class Struggles in France : 1848 to
1850

E

1 851-2

E

The Peasant War in Germany

Zeitung Revue

1 852

M

1852

M

1 856

M

Revolution and Counter-Revolution in
Germany
The Eighteenth Brumaire of Louis
Bonaparte
Revelations of the Cologne Communist
Trial
Speech at the Anniversary of the

People's Paper

1 857-8

M

1 859

Grundrisse

M

A Contribution to the Critique of
Political Economy

1 852-61
1 861
1 8 61-3

M&E

Articles in the New York Daily

Tribune
M
M

1 863

M

1 864

M

1958

The Poverty of Philosophy
Speeches on Poland

1 847-8

1 850
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Articles in Die Presse on the Civil War
in the United States
Theories of Surplus Value, Vol. 1
Vol. 2
Vol. 3
Proc/amation on Poland
Inaugural Address of the International
Working Men 's Association

P R1848
P R1848
(selection)

1869

M

1870

M

P R1848

LW 1970
P SE

Report to the Basel Congress
The General Council to the Federal
Council of French Switzerland
First Address of the General Council

1 870

M

on the Franco-Prussian War
Second Address of the General Council

1 871

M

First draft of The Civil War in France

1871

M&E

1871

M

1 871

M &E

1872

M &E

1 872

M

1872-3

E

1874

M

1874

E

1874-5

M

on the Franco-Prussian War
On the Paris Commune
The Civil War in France
Resolution of the London Conference
on Working-Class Political Action
The Alleged Splits in the International
Report to the Hague Congress
The Housing Question
Political Indifferentism
On Authority
Conspectus of Bakunin 's Book

Statism and Anarchy

P
1875

M&E

L W 1971
P SE

1875

M

1876-8

E

(selections)

1879

M &E

(selections)

1 880

E

LW 1969
LW 1970
LW 1972
P SE

1 880

M

1873-83

E

1 884

E

P SE

P FI

Geneva Congress
Report to the Brussels Congress

M

MES W I

P SE

with Poland?
Capital, Vol. 1
Instructions for Delegates to the

1870

P R1848

L W 1 956

the German Workers' Party
Wages, Price, and Profit
What Have the Working Classes to Do

(a circular letter)

P R1848

P SE

Working Men's Association
The Prussian Military Question and

For Poland
Critique of the Gotha Programme
Anti-Diihring
Circular Letter to Bebel, Liebknecht.
Bracke, et al.
Socialism : Utopian and Scientific
Introduction to the Programme 0/ the
French Workers' Party
Dialectics 0/ Nature
The Origin 0/ the Family, Private
Property. and'the State
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English
edition

P FI
P FI
(extract)
MES W II

P FI
P
P FI
P FI
P FI

P FI
P FI
P FI
P FI
LW 1971

P FI

P FI
P FI
P FI
MES W Il
P FI
MES W Il

P FI
(extract)
P FI
P FI
Progress, 1972
P FI
MES W III

P FI
Progress, 1972
MES W III
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1885
1 88 6

M

E

1894

M

Capital, Vol 2
Ludwig Feuerbach and the
End of
Classical German Philosoph
y
Capital, Vol. 3

English
edition
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