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Preface

Volume 36 of the Collected Works of Marx and Engels contains
the second volume of Marx’s Capital published by Engels on the basis
of the author’s rough manuscripts. It also includes Engels’ prefaces to
the first and second German editions, as well as a short compilation of
passages taken by Engels from the author’s Manuscripts 1I-VIII.

Volume II deals with the circulation of individual and social capi-
tal, its metamorphoses and its realisation in the form of value and
material objects.

Marx divides the total social production into two major de-
partments: the production of the means of production and that of the
articles of consumption. He establishes the necessary proportions be-
tween them and between their component parts (constant and vari-

_able capital and surplus value) and clarifies the general conditions of
simple and expanded reproduction, that is, reproduction on the
same scale and on an extended scale.

Volume II of Capital is a link’between an analysis of the process of
the production of capital made in Volume I and that of its concrete
types and forms in bourgeois society (profit, ground rent, interest) in
Volume I1I. The subject of Volume III, according to Marx himself,
is the process of capitalist production as a whole.

*x k¥

The present English edition of Volume 11 follows the second Ger-
man edition published in 1893 under Engels’ editorship. It is based
on the English edition published by Progress Publishers, which



X Preface

made extensive use of the English translation of the second vol-
ume of Capital by Ernest Untermann printed by Charles H. Kerr
& Co., Chicago, 1907.

When comparing the first and second German editions with
Marx’s manuscripts and with the final version edited by Engels, the
editors discovered a number of misprints and printers’ errors in the
1893 edition, checked factual data and calculations and corrected in-
accuracies. Obvious slips of the pen in Marx’s text have been correct-
ed without comment.

Marx’s and Engels’ footnotes are indicated by numbers in superscript
with a bracket, while the editors’ footnotes are indicated by index let-
ters, and editorial notes by numbers in superscript. The insertions
made by Engels in Marx’s text when preparing it for the press and
in quotations are given in double oblique lines.

Foreign words and expressions are given as used by Marx, with the
translation supplied in footnotes where necessary. English phrases,
expressions and individual words occurring in the original are set in
small capitals. Longer passages and quotations in English are en-
closed within asterisks.

All quotations from English and American authors have been
checked with the original sources.

In all cases the form of quotation used by Marx is respected. The lan-
guage in which Marx quotes is indicated in footnotes unless it is Ger-
man.

In this volume the editors have preserved the terminology used
in the Engels-authorised English translation of Volume.I of Capital,
which is published in Volume 35 of the present edition.

The volume was compiled, the preface, notes and indexes written
by Tatyana Vasilyeva (Russian Independent Institute of Social and
National Problems) and edited by Lydia Belyakova, Mzia Pitskhelauri
(Progress Publishing Group Corporation) and Alexander Malysh, scien-
tific editor (Russian Independent Institute of Social and National
Problems).

The volume was prepared for the press by Mzia Pitskhelauri
(Progress Publishing Group Cgrporation).
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Frederick Engels

PREFACE TO THE FIRST GERMAN EDITION

It was no easy task to prepare the second book of Capital for publi-
cation, and do it in a way that on the one hand would make it a con-
nected and as far as possible complete work, and on the other would
represent exclusively the work of its author, not of its editor. The
great number of available, mostly fragmentary, texts worked on
added to the difficulties of this task. At best one single text (Manuscript
IV) had been revised throughout and made ready for the press, but
the greater part of even this manuscript had become obsolete through
subsequent revision. The bulk of the material was not finally pol-
ished, in point of language, although in substance it was for the great-
er part fully worked out. The language was that in which Marx used
to make his excerpts: careless style full of colloquialisms, often con-
taining coarsely humorous expressions and phrases, interspersed with
English and French technical terms or with whole sentences and even
pages of English. Thoughts were jotted down in the form in which
they developed in the brain of the author. Some parts of the argu-
ment would be treated in detail, others of equal importance only indi-
cated. Factual material for illustration would be collected, but barely
arranged, much less worked out. At conclusions of chapters, in the
author’s anxiety to get to the next, there would often be only a few
disjointed sentences to mark the further development here left incom-
plete. And finally there was the well-known handwriting which the
author himself was sometimes unable to decipher.

I have contented myself with reproducing these manuscripts as lit-
erally as possible, changing the style only in places where Marx
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would have changed it himself and interpolating explanatory sen-
tences or connecting statements only where this was absolutely neces-
sary, and where, besides, the meaning was clear beyond any doubt.
Sentences whose interpretation was susceptible of the slightest doubt
were preferably copied word for word. The passages which I have re-
modelled or interpolated cover barely ten pages in print and concern
only matters of form.

The mere enumeration of the manuscript material left by Marx for
Book II proves the unparalleled conscientiousness and strict self-
criticism with which he endeavoured to elaborate his great economic
discoveries to the point of utmost completion before he published
them. This self-criticism rarely permitted him to adapt his presenta-
tion of the subject, in content as well as in form, to his ever widening
horizon, the result of incessant study. This material consists of the fol-
lowing: .

First, a manuscript entitled 4 Contribution to the Critique of Political
Economy, containing 1,472 quarto pages in 23 notebooks, written from
August 1861 to June 1863.* It is the continuation of a work of the
same title, the first part of which appeared in Berlin, in 1859." It
treats, on pages 1-220 (notebooks I-V) and again on pages 1,159-
1,472 (notebooks XIX-XXIII), of the subjects examined in Book I of
Capital, from the transformation of money into capital to the end,
and is the first extant draft thereof. Pages 973-1,158 (notebooks XVI-
XVIII) deal with capital and profit, rate of profit, merchant’s capital
and money capital, that is to say with subjects which later were devel-
oped in the manuscript for Book III. The themes treated in Book II,
and very many of those which are treated later, in Book I1I, are not
yet arranged separately. They are treated in passing, namely, in the
section which makes up the main body of the manuscript, viz., pages
220-972 (notebooks VI-XV), entitled Theories of Surplus Value. This
section contains a detailed critical history of the pith and marrow of
political economy, the theory of surplus value, and develops parallel
with it, in polemics against predecessors, most of the points later in-
" vestigated separately and in their logical connection in the manu-
script for Books 11 and I1I. After eliminating the numerous passages
covered by Books IT and III, I intend to publish the critical part of this
manuscript as Capital, Book IV.? This manuscript, valuable though
it is, could be used only very little in the present edition of Book II.

* See present edition, vols 30-34.- ® Ibid., Vol. 29, pp. 257-417.
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The manuscript chronologically following next is that of Book III.
It was written, at least the greater part of it, in 1864 and 1865. Only
after this manuscript had been completed in its essential parts did
Marx undertake the elaboration of Book I, the first volume published
in 1867. I am now getting this manuscript of Book II1 in shape for the
press.

The following period — after the publication of Book I —is repre-
sented by a collection of four folio manuscripts for Book I, numbered
I-IV by Marx himself. Manuscript I (150 pages), presumably written
in 1865 or 1867, is the first separate, but more or less fragmentary,
elaboration of Book II as now arranged. Here too nothing could be
used. Manuscript 111 is partly a compilation of quotations and ref-
erences to Marx’s notebooks containing excerpts, most of them relat-
ing to Part I of Book II, partly elaborations of particular points, espe-
cially a critique of Adam Smith’s propositions on fixed and circulat-
ing capital and the source of profit; furthermore an exposition of the
relation of the rate of surplus value to the rate of profit, which belongs
in Book III. Little that was new could be garnered from the refer-
ences, while the elaborations for volumes II and III were superseded
by subsequent revisions and had also to be discarded for the greater
part.

Manuscript IV is an elaboration, ready for the press, of Part I and
the first chapters of Part I of Book I1I, and has been used where suit-
able. Although it was found that this manuscript had been written
earlier than Manuscript 11, yet, being far more finished in form, it
could be used with advantage for the corresponding part of this book.
All that was needed was a few addenda from Manuscript II.— The

_latter is the only somewhat complete elaboration of Book 11 and dates
from the year 1870. The notes for the final editing, which I shall men-
tion immediately, say explicitly: “The second elaboration must be
used as the basis.”

There was another intermission after 1870, due mainly to Marx’s
ill health. As usual, Marx employed this time for studies; agronomics,
rural relations in America and, especially, Russia, the money market
and banking, and finally natural sciences such as geology and phys-
iology, and above all independent mathematical works, form the
content of the numerous excerpt notebooks of this period.’ By the be-
ginning of 1877 he had recovered sufficiently to resume his main
work. Dating back to the end of March 1877 there are references and
notes from the above-named four manuscripts intended as the basis of
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a new elaboration of Book I1, the beginning of which is represented
by Manuscript V (56 folio pages). It comprises the first four chapters
and is still little worked out. Essential points are treated in footnotes.
The material is rather collected than sifted, but it is the last complete
presentation of this, the most important section of Part 1.

A first attempt to prepare from it a manuscript ready for the press
was made in Manuscript VI (after October 1877 and before July
1878), embracing only 17 quarto pages, the greater part of the first
chapter. A second and last attempt was made in Manuscript VII,
“July 2, 1878, only 7 folio pages.

About this time Marx seems to have realised that he would never
be able to finish the elaboration of the second and third books in
a manner satisfactory to himself unless a complete revolution in his
health took place. Indeed, manuscripts V-VIII show far too frequent
traces of an intense struggle against depressing ill health. The most
difficult bit of Part I had been worked over in Manuscript V. The re-
mainder of Part I and all of Part 11, with the exception of Chapter
XVII, presented no great theoretical difficulties. But Part I1I, deal-
ing with the reproduction and circulation of social capital, seemed to
him to be very much in need of revision; for Manuscript 11 had first
treated reproduction without taking into consideration money circu-
lation, which mediates it, and then gone over the same matter again,
but with money circulation taken into account. This was to be elimi-
nated and the whole part to be reconstructed in such a way as to con-
form to the author’s enlarged horizon. Thus Manuscript VIII came
into existence, a notebook containing only 70 quarto pages. But the
vast amount of matter Marx was able to compress into this space
is clearly demonstrated when we compare that manuscript with
Part 111, in print, after leaving out the pieces inserted by me from Man-
uscript II.

This manuscript is likewise merely a preliminary treatment of the
subject, its main object having been to ascertain and develop the
points of view newly acquired in comparison with Manuscript II,
with those points ignored about which there was nothing new to
say. An essential portion of Chapter XVII, Part II, which anyhow is
more or less relevant to Part II1, was included and expanded. The
logical sequence is frequently interrupted, the treatment of the sub-
ject gappy in places and very fragmentary, especially the conclusion.
But what Marx intended to say is said there, somehow or other.

This is the material for Book II, out of which I was supposed “to
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make something”, as Marx remarked to his daughter Eleanor shortly
before his death. I have construed this task in its narrowest meaning.
So far as this was at all possible, I have confined my work to the mere
selection of a text from the available versions. I always based my
work on the last available edited manuscript, comparing this with the
preceding ones. I only encountered real difficulties, i. €., of more than
a merely technical nature, in the first and third parts, but these were
indeed considerable. I have endeavoured to solve them exclusively in
the spirit of the author.

I have mostly translated quotations in the text [into German]
whenever they are cited in confirmation of facts or when, as in pas-
sages from Adam Smith, the original is available to everyone who
wants to go thoroughly into the matter. This was impossible only in
Chapter X, because it is precisely the English text that is criticised.
The quotations from Book I are paged according to its second edi-
tion, the last one to appear in Marx’s lifetime.”

For Book III, only the following materials are available, apart from
the first elaboration in manuscript form of A Contribution to the Cri-
tique..., from the above-mentioned parts of Manuscript I11, and from
a few occasional short notes scattered through various excerpt note-
books: the folio manuscript of 1864-65, referred to previously, which
is about as fully worked out as Manuscript II of Book II; further-
more, a notebook dated 1875: The Relation of the Rate of Surplus
Value to the Rate of Profit, which treats the subject mathematically
(in equations). The preparation of this book for publication is pro-
ceeding rapidly. So far as I am able to judge up to now, it will present
mainly technical difficulties, with the exception, it is true, of a few
very important sections.

I consider this an opportune place to refute a certain charge which
has been raised against Marx, first only in whispers, sporadically, but
more recently, after his death, proclaimed an established fact by Ger-
man armchair and State socialists* and by their followers— the
charge that Marx plagiarised the work of Rodbertus. [ have already

2 In the Engels-authorised English edition of Volume I of Capital (Volume 35 of the
present Collected Works) the division into parts and chapters is different from that in
the German edition. Therefore references to the English edition are given in the foot-
notes here.
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stated elsewhere ' what was most urgent in this regard, but not until
now have I been able to adduce conclusive proof.

As far as I know this charge was made for the first time in
R. Meyer’s Emancipationskampf des vierten Standes, p. 43:

“It can be proved that Marx has gathered the greater part of his critique from these
publications” (the works of Rodbertus dating back to the last half of the thirties).

I may well assume, until further evidence is produced, that the
whole “proof” of this assertion consists in Rodbertus having assured
Herr Meyer that this was so.

In 1879 Rodbertus himself appears on the scene® and writes the
following to J. Zeller (Leitschrift fiir die gesammte Staatswissenschaft, Tii-
bingen, 1879, p. 219), with reference to his work Jur Erkenntniss unsrer
staatswirtschaftlichen Zustinde, 1842:

“You will find that this” // the line of thought developed in it // “has been very
nicely used ... by Marx, without, however, giving me credit for it.”

The posthumous publisher of Rodbertus’ works, Th. Kozak, re-
peats his insinuation without further ceremony (Das Kapital von
Rodbertus. Berlin, 1884, Introduction, p. XV).

Finally in the Briefe und sozialpolitische Aufsitze von Dr. Rodbertus-
Jagetzow, published by R. Meyer in 1881, Rodbertus says point-
blank:

“Today I find I have been robbed by Schiffle and Marx without having my name
mentioned” (letter No. 60, p. 134).

And in another place, Rodbertus’ claim assumes a more definite
form:

“In my third social letter I have shown wvirtually in the same way as Marx, only
more briefly and clearly, whence the surplus value of the capitalist originates” (letter
No. 48, p. 111).

Marx had never heard anything about any of these charges of pla-
giarism. In his copy of the Emancipationskampf only that part had been
cut open which related to the International. The remaining pages
were not opened until I cut them myself after his death. He never saw

U In the preface to Das Elend der Philosophie. Antwort auf Proudhons Philosophie des
Elends von Karl Marx. Deutsch von E. Bernstein und K. Kautsky. Stuttgart, 1885.%

* See present edition, Vol. 26, pp. 278-91.
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the Tubingen KLeitschrift. The Brigfe, etc., to R. Meyer likewise re-
mained unknown to him, and I did not learn of the passage referring to
the “robbery” until Dr. Meyer himself was good enough to call my
attention to it in 1884. However, Marx was familiar with letter No.
48. Dr. Meyer had been so kind as to present the original to the
youngest daughter of Marx. When some of the mysterious whispering
about the secret source of his criticism having to be sought in Rod-
bertus reached the ear of Marx, he showed me that letter with the re-
mark that here he had at last authentic information as to what Rod-
bertus himself claimed; if that was all Rodbertus asserted he, Marx,
had no objection, and he could well afford to let Rodbertus enjoy the
pleasure of considering his own presentation the briefer and clearer
one. In fact, Marx considered the matter settled by this letter of Rod-
bertus.

He could think so all the more since I know for certain that he was
not in the least acquainted with the literary activity of Rodbertus un-
til about 1859, when his own critique of political economy had been
completed, not only in its fundamental outlines, but also in its more
important details. Marx began his economic studies in Paris, in 1843,
starting with the great Englishmen and Frenchmen. Of German econ-
omists he knew only Rau and List, and he did not want any more of
them. Neither Marx nor I heard a word of Rodbertus’ existence until
we had to criticise, in the Neue Rheinische Jeitung,” 1848, the speeches
he made as Berlin Deputy and his actions as Minister. We were both
so ignorant that we had to ask the Rhenish deputies who this Rod-
bertus was that had become a Minister so suddenly. But they too
could not tell us anything about the economic writings of Rodbertus.
That on the other hand Marx knew very well already at that time,
without the help of Rodbertus, not only whence but also how “‘the
surplus value of the capitalist” originated is proved by his Poverty of
Philosophy, 1847.° and by his lectures on wage labour and capital, de-
livered in Brussels the same year and published in Nos. 264-69 of the
Neue Rheinische Zeitung, in 1849.° It was only around 1859, through
Lassalle, that Marx learned of the existence of an economist named
Rodbertus and thereupon Marx looked up the “third social letter” in
the British Museum.

? See present edition, Vol. 7, pp. 174, 188, 195, 273, 419, 425, 427; Vol. 8,
p- 4. - ® Ibid., Vol. 6, pp. 105-212. - ¢ Ibid., Vol. 9, pp. 197-228.



12 Frederick Engels

These were the actual circumstances. And now let us see what
there is to the content, of which Marx is charged with “robbing”
Rodbertus.

“In my third social letter”, says Rodbertus, “I have shown in the same way as
Marx, only more briefly and clearly, whence the surplus value of the capitalist origi-
nates.”’

This, then, is the crux of the matter: The theory of surplus value.
And indeed, it would be difficult to say what else there is in Marx that
Rodbertus might claim as his property. Thus Rodbertus declares
here that he is the real originator of the theory of surplus value and
that Marx robbed him of it.

And what has the third social letter to say about the origin of sur-
plus value? Simply this: That “rent”, his term which lumps together
ground rent and profit, does not arise from an “addition of value” to
the value of a commodity, but

“from a deduction of value from wages; in other words, because wages represent
only a part of the value of a product”,

and if labour is sufficiently productive

“wages need not be equal to the natural exchange value of the product of labour in

2% a

order to leave enough of this value for the replacing of capital” (!) “and for rent”.

We are not informed however what sort of a ““natural exchange
value” of a product it is that leaves nothing for the “replacing of capi-
tal”, consequently, for the replacement of raw material and the wear
and tear of tools.

It is our good fortune to be able to state what impression this
stupendous discovery of Rodbertus produced on Marx. In the man-
uscript A Contribution to the Critique..., Notebook X, pp. 445 et seqq. we
find a “Digression. Herr Rodbertus. A New Ground-Rent Theory”.
This is the only point of view from which Marx considers the third so-
cial letter there. The Rodbertian theory of surplus value in general is
dismissed with the ironical remark: ““Mr. Rodbertus first investigates

* [J.K.] Rodbertus, Sociale Briefe an von Kirchmann. Dritter Brief: Widerlegung der Ri-
cardo’schen Lehre von der Grundrente und Begriindung einer neuen Rententheorie, Berlin, 1851,

S. 87.
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the situation in a country where there is no separation between land
ownership and ownership of capital, and then comes to the important*
conclusion that rent (by which he means the entire surplus value) is
simply equal to the unpaid labour or the quantity of products which
it represents.”®

Capitalistic man has been producing surplus value for several hun-
dred years and has gradually arrived at the point of pondering over
its origin. The view first propounded derived directly from commer-
cial practice: surplus value arises out of an addition to the value of the
product. This view was current among the mercantilists.® But James
Steuart already realised that in that case what the one gains the other
necessarily loses. Nevertheless, this view persisted for a long time af-
terwards, especially among the socialists. But it was thrust out of clas-
sical science by Adam Smith.

He says in the Wealth of Nations, Vol. I, Ch. VI":

“As soon as STOCK® has accumulated in the hands of particular persons, some of
them will naturally employ it in setting to work industrious people, whom they will
supply with materials and subsistence, in order to make a profit by the sale of their
work, or by what their labour adds to the value of the materials.... The value which the
workmen add io the materials, therefore, resolves itself in this case into two parts, of which
the one pays their wages, the other the profits of their employer upon the whole stock of
materials and wages which he advanced.”

And a little further on he says:

“‘As soon as the land of any country has all become private property, the landlords,
like all other men, love to reap where they never sowed, and demand a rent even for its
natural produce....” The labourer “...must give up to the landlord a portion of what his
labour either collects or produces. This portion, or, what comes to the same thing, the
price of this portion, constitutes the rent of land.”

Marx comments on this passage in the above-named manuscript
A Contribution to the Critique..., etc., p. 253: “Thus Adam Smith con-
ceives surplus value— that is, surplus labour, the excess of labour per-
formed and objectified in the commodity over and above the paid la-
bour, the labour which has received its equivalent in the wages— as
the general category, of which profit proper and rent of land are merely
branches.”?

Adam Smith says furthermore (Vol. I, Ch. VIII) 2:

* Marx has “right”. - See present edition, Vol. 31, p. 251.-°Engels uses the German
word Kapital and gives “stock” in parentheses.-¢ See present edition, Vol. 30,
p.- 388.
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“As soon as land becomes private property, the landlord demands a share of almost
all the produce which the labourer can either raise, or collect from it. His rent makes
the first deduction from the produce of the labour which is employed upon land. Tt seldom
happens that the person who tills the ground has the wherewithal to maintain himself
till he reaps the harvest. His maintenance is generally advanced to him from the STOCK
of a master, the farmer who employs him, and who would have no interest to employ
him, unless he was to share in the produce of his labour, or unless his stock was to be re-
placed to him with a profit. This profit makes a second deduction from [the produce of] the
labour which is employed upon land. The produce of almost all other labour is liable to
the like deduction of profit. In all arts and manufactures the greater part of the work-
men stand in need of a master to advance them the materials of their work, and their
wages and maintenance till it be completed. He shares in the produce of their labour, or in
the value which it adds to the materials upon which it is bestowed; and in this share
consists his profit.”

Marx’s comment (manuscript, p. 256): “Here therefore Adam
Smith in plain terms describes rent and profit on capital as mere de-
ductions from the workman’s product or the value of his product,
which is equal to the quantity of labour added by him to the raw ma-
terial. This deduction however, as Adam Smith has himself pre-
viously explained, can only consist of that part of the labour which
the workman adds to the materials over and above the quantity of la-
bour which only pays his wages, or which only provides an equivalent
for his wages; that is, the surplus labour, the unpaid part of his la-
bour.”*®

Thus even Adam Smith knew “whence the surplus value of the cap-
italist originated”, and furthermore that of the landlord. Marx
openly acknowledged this as early as 1861, while Rodbertus and the
swarming mass of his admirers, who grew like mushrooms under the
warm summer showers of state socialism, seem to have forgotten all
about that.

“Nevertheless,” Marx continues, “Smith does not distinguish sur-
plus value as such as a category on its own, distinct from the specific
forms it assumes in profit and rent. This is the source of much error
and inadequacy in his inquiry, and of even more in the work of Ri-
cardo.””

This statement fits Rodbertus to a T. His “rent” is simply the sum
of ground rent and profit. He builds up an entirely erroneous theory of
ground rent, and he accepts profit without any examination of it, just
as he finds it among his predecessors.

* See present edition, Vol. 30, p. 391. - * Ibid., pp. 388-89.
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Marx’s surplus value, on the contrary, represents the general form
of the sum of values appropriated without any equivalent by the own-
ers of the means of production, and this form splits into the distinct,
converted forms of profit and ground rent in accordance with very spe-
cific laws, which Marx was the first to discover. These laws will be ex-
pounded in Book II1. We shall see there that many intermediate links
are required to arrive from an understanding of surplus value in
general at an understanding of its transformation into profit and
ground rent; in other words at an understanding of the laws of the
distribution of surplus value within the capitalist class.

Ricardo goes considerably further than Adam Smith. He bases his
conception of surplus value on a new theory of value contained in em-
bryo in Adam Smith, but generally forgotten when it comes to apply-
ing it. This theory of value became the starting-point of all subse-
quent economic science. From the determination of the value of com-
modities by the quantity of labour realised in them he derives the dis-
tribution, between the labourers and capitalists, of the quantity of
value added by labour to the raw materials, the division of this value
into wages and profit (i.e., here surplus value). He shows that the
value of the commodities remains the same no matter how proportion
of these two parts changes, a law which, in his opinion, has but few
exceptions. He even establishes a few fundamental laws, although
couched in too general terms, on the mutual relations of wages and
surplus value (taken in the form of profit) (Marx, Das Kapital, Buch
I, Kap. XV, A),” and shows that ground rent is an excess— accruing
under certain circumstances— over and above profit.

In none of these points did Rodbertus go beyond Ricardo. He ei-
ther remained wholly unaware of the internal contradictions of the
Ricardian theory, which caused the downfall of that school, or they
only misled him into raising utopian demands (his Jur Erkenntniss, efc.,
p- 130) instead of inducing him to look for economic solutions.

But the Ricardian theory of value and surplus value did not have to
wait for Rodbertus’ Qur Erkenntniss, etc. in order to be utilised for social-
ist purposes. On page 609 of the first volume of Das Kapital (2nd
ed.),® we find the following quotation, ‘“THE POSSESSORS OF SURPLUS PROD-
UCE OR caPITAL,” taken from a pamphlet entitled The Source and Remedy
of the National Difficulties. A Letter to Lord jJohn Russell, London,
1821.° In this pamphlet of 40 pages, the importance of which should

® English -edition: Vol. I, Ch. XVII, 1 (see present edition, Vol. 35).-" Ibid.,
Vol. I, Ch. XXIV, 1.
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have been noted if only on account of the one expression sURPLUS PROD-’
UCE OR capiTaL, and which Marx tore from oblivion, we read the fol-
lowing statements:

“...Whatever may be due to the capitalist” //from the standpoint of the capitalist//
“he can only receive the SURPLUS LABOUR® of the labourer; for the labourer
must live” (p. 23).

But /0w the labourer lives and hence how much the surplus labour
appropriated by the capitalist can amount to are very relative things.

“If capital does not decrease in value as it increases in amount, the capitalists will
exact from the labourers the produce of every hour’s labour beyond what it is possible
for the labourer to subsist on ... the capitalist may ... eventually say to the labourer,
‘You shan’t eat bread [...] because it is possible to subsist on beet root and potatoes.’
And to this point have we come” (pp. 23-24). “Why, if the labourer can be brought to
feed on potatoes instead of bread, it is indisputably true that more can be exacted from
his labour; i. e., if when he fed on bread, he was obliged o retain for the maintenance of
himself and family the labour of Monday and Tuesday, he will, on potatoes, require only
the half of Monday; and the remaining half of Monday and the whole of Tuesday are
available either for the service of the state or the capitalist” (p. 26). “TT 18 ADMITTED®
that the interest paid to the capitalists, whether in the nature of rents, interests on
money, or profits of trade, is paid out of the labour of others” (p. 23).

Here we have, exactly, Rodbertus’ “rent”; except that “interest” is
used instead of “rent”. -

Marx makes the following comment (manuscript A Contribution to
the Critique..., p. 852): ““This scarcely known pamphlet—— which ap-
peared at a time when the ‘incredible cobbler’ MacCulloch 1° began
to make a stir—contains an important advance on Ricardo. It
bluntly describes surplus value, or ‘profit’ as Ricardo calls it (often
also surpLUS PRODUCE ), or INTEREsT, as the author of the pamphlet
terms it, as sURPLUS LaBOUR," the labour which the worker performs
gratis, which he performs over and above the quantity of labour by
which the value of his labour power is replaced, i. e. by which he pro-
duces an equivalent for his wages. Important as it was to reduce
value to labour, it was equally important to reduce surpPLUS VALUE,
which manifests itself in svreLus ProDUCE, to surpLys LaBour. This was in
fact already stated by Adam Smith and constitutes one gf the main elements in

* Engels gives the English term in parentheses after the German equivalent.-° En-
gels gives the English words in parentheses after their German equivalent.
- © Both the German and the English terms are given in the text.
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Ricardo’s argumentation. But nowhere did they clearly express it and re-
cord it in an absolute form.”* We read further on, on page 859 of the
manuscript: “For the rest, the author remains a captive of the econo-
mic categories as he finds them. Just as in the case of Ricardo the con-
fusion of surplus value with profit leads to undesirable contradictions,
so in his case the fact that he christens surplus value the interest of capi-
tal. To be sure, he is in advance of Ricardo in that he first of all re-
duces all surplus value to surplus labour, and when he calls surplus
value interest of capital, he at the same time emphasises that by 1~
EST OF caPITAL he understands the general form of surplus labour in
contrast to its particular forms— rent, interest of money and profits
of trade. [...] But on the other hand, he applies the name of one of
these particular forms — ixterest — to the general form. And this suf-
fices to make him relapse into economic gibberish //staxc in the man-
uscript//.””"

This last passage fits our Rodbertus like a glove. He, too, remains
a captive of the economic categories as he finds them. He, too, applies
to surplus value the name of one of its converted sub-forms, rent, and
makes it quite indefinite at that. The result of these two mistakes is
that he relapses into economic gibberish, that he does follow up his
advance over Ricardo critically, and that instead he is misled into us-
ing his unfinished theory, even before it got rid of its egg-shell, as the
basis for a utopia with which, as always, he comes too late. The pam-
phlet appeared in 1821 and anticipated completely Rodbertus’
“rent” of 1842.

Our pamphlet is but the farthest outpost of an entire literature
which in the twenties turned the Ricardian theory of value and sur-
plus value against capitalist production in the interest of the proleta-
riat, fought the bourgeoisie with its own weapons. The entire commu-
nism of Owen,!! so far as it engages in polemics on economic ques-
tions, is based on Ricardo. Apart from him, there are numerous other
writers, some of whom Marx quoted as early as 1847 against Prou-
dhon (Moisére de la Philosophie, p. 49°), such as Edmonds, Thompson,
Hodgskin, etc., etc., “and four pages more of etceteras™. I select the
following at random from among this multitude of writings: An In-
quiry into the Principles of the Distribution of Wealth, Most Conducive to
Human Happiness, sy William Thompson; a ~ew eprrion, London,

* See present edition, Vol. 32, p. 374.-" Cf. present edition, Vol. 32, pp. 388-89.
- © See present edition, Vol. 6, p. 138.
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1850.'? This work, written in 1822, first appeared in 1824. Here like-
wise the wealth appropriated by the non-producing classes is de-
scribed everywhere as a deduction from the product of the labourer
and rather strong words are used.

“The constant effort of what has been called society, has been to deceive and in-
duce, to terrify and compel, the productive labourer to work for the smallest possible
portion of the produce of his own labour” (p. 28). “Why not give him the whole abso-
lute produce of his labour?” (p. 32). ““This amount of compensation, exacted by capita-
lists from the productive labourers, under the name of rent or profits, is claimed for the
use of land or other articles... Since all the physical materials on which, or by means of
which, the propertiless productive labourer, with no other possession than his capabil-
ity of producing, can make use of this capability, are in the hands of others with inter-
ests opposcd to his, and their consent is a necessary preliminary to any exertion on his
part, is he not, and must he not always remain, at the mercy of these capitalists for
whatever portion of the fruits of his own labour they may think proper to leave at his dis-
posal in compensation for his toils?”” (p. 125). ‘... in proportion to the amount of pro-
ducts withheld, whether these defalcations are called profits, or taxes, or theft”” (p. 126),
etc.

I must admit that I do not write these lines without a certain mor-
tification. I will not make so much of the fact that the anti-capitalist
literature of England of the twenties and thirties is so totally unknown
in Germany, in spite of Marx’s direct references to it even in his
Poverty of Philosophy, and his repeated quotations from it, as for instance
the pamphlet of 1821, Ravenstone,'® Hodgskin, etc., in the first vol-
ume of Capital. But it is proof of the grave deterioration of official
political economy that not only the literatus vulgaris,® who clings
desperately to the coat-tails of Rodbertus and “‘really has not learned
anything”," but also the officially and ceremoniously installed profes-
sor,” who “boasts of his erudition”, has forgotten his classical political
economy to such an extent that he seriously charges Marx with hav-
ing purloined things from Rodbertus which may be found even in
Adam Smith and Ricardo.

But what, then, is new in Marx’s utterances on surplus value? How is
it that Marx’s theory of surplus value struck home like a thunderbolt
out of a clear sky, and this in all civilised countries, while the theories
of all his socialist predecessors, Rodbertus included, vanished without
having produced any effect?

The history of chemistry offers an illustration which explains this.
* Rudolf Meyer - * A remark Talleyrand is supposed to have made about the

Bourbons. - “Adolph Wagner {for Marx’s critique of his book Lefirbuch der poli-
tischen Oekonomie sec present cdition, Vol. 24, pp. 531-59).
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We know that late in the past century the phlogistic theory still
prevailed. According to it, combustion consisted essentially in this:
that a certain hypothetical substance, an absolute combustible
named phlogiston, separated from the burning body. This theory suf-
ficed to explain most of the chemical phenomena then known, al-
though 1t had to be considerably strained in some cases. But in 1774
Priestley described a certain kind of air

“which he found to be so pure, or so free from phlogiston, that common air seemed
adulterated in comparison with it”.

He called it ““dephlogisticated air”. Shortly after him Scheele in
Sweden described the same kind of air and demonstrated its existence
in the atmosphere. He also found that this kind of air disappeared
when some body was burned in it or in ordinary air and therefore he
called it “fire-air”.

“From these facts he drew the conclusion that the combination arising from the
union of phlogiston with one of the components of the atmosphere” //that is to say, from
combustion// “was nothing but fire or heat which escaped through the glass.”™

Priestley and Scheele had described oxygen without knowing what
they had laid their hands on. They “‘remained captives of the’” phlog-
istic “‘categories as they found them”. The element which was des-
tined to upset the whole phlogistic theory and to revolutionise chemis-
try remained barren in their hands. But Priestley had immediately
communicated his discovery to Lavoisier in Paris, and Lavoisier now
analysed the entire phlogistic chemistry in the light of this new fact
and discovered, first, that this new kind of air was a new chemical ele-
ment, and that combustion was not a case of the mysterious phlogis-
ton departing from the burning body, but of this new element combining
with that body. Thus he placed all chemistry, which in its phlogistic
form had stood on its head, squarely on its feet. And although he did
not describe oxygen simultaneously and independently of the others,
as he claimed later on, he nevertheless is the real discoverer of oxygen
vis-a-vis the two, who had only described it without knowing what they
had described.

Marx stands in the same relation to his predecessors in the theory
of surplus value as Lavoisier stood to Priestley and Scheele. The exist-

2 Roscoe-Schorlemmer, Ausfiihrliches Lehrbuch der Chemie. Brunswick, 1877, 1,
pp. 13, 18.1¢
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ence of that part of the value of products which we now call surplus
value had been ascertained long before Marx. It had also been stated
more or less clearly what it consisted of, namely of the product of the
labour for which its appropriator had not given any equivalent. But
they did not get any further. Some — the classical bourgeois econo-
mists — investigated at most the proportion in which the product of
labour was divided between the labourer and the owner of the means
of production. Others— the socialists — found that this division was
unjust and looked for utopian means of abolishing this injustice. They
all remained captives of the economic categories as they had found
them.

Now Marx appeared on the scene. And he took a view directly op-
posite to that of all his predecessors. Where they had seen a solution,
he only saw a problem. He saw that this was a case neither of dephlo-
gisticated air nor of fire-air, but of oxygen — that here it was not sim-
ply a matter of stating an economic fact or of pointing out the conflict
between this fact and eternal justice and true morality, but of ex-
plaining a fact which was destined to revolutionise all political econ-
omy, and which offered to him who knew how to use it the key to an
understanding of all capitalist production. In the light of this fact he
examined all the economic categories which he found in existence,
just as Lavoisier, proceeding from oxygen, had examined the existing
categories of phlogistic chemistry. In order to understand what sur-
plus value was, Marx had to find out what value was. He had to criti-
cise above all the Ricardian theory of value. Hence he analysed la-
bour’s value-producing property and was the first to ascertain what
kind of labour it was that created value, and why and how it did so.
He found that value was nothing but congealed labour of #is kind,
and this is a point which Rodbertus never grasped to his dying day.
Marx then investigated the relation between commodity and money
and demonstrated how and why, owing to the property of value im-
manent in the commodity, the commodity and commodity exchange
must engender the opposition of commodity and money. His theory
of money, based on this realisation, is the first exhaustive one and has
been tacitly accepted everywhere. He analysed the transformation of
money into capital and demonstrated that this transformation is
based on the purchase and sale of labour power. By substituting labour
power, the value-creating property, for labour he solved with one
stroke one of the difficulties which brought about the downfall of the
Ricardian school, viz., the impossibility of harmonising the mutual
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exchange of capital and labour with the Ricardian law that value is
determined by labour. By stating the division of capital into constant
and variable he was enabled to trace the process of the formation of
surplus value in its minutest details as it really takes place, and thus to
explain it— something none of his predecessors had accomplished.
Thus he stated the existence of a division within capital itself with
which neither Rodbertus nor the hourgeois economists knew in the
least what to do, but which furnishes the key for the solution of the
most complicated economic problems, as is strikingly proved again
by Book I1 and will be proved still more by Book III. He analysed
surplus value itself further and found its two forms, absolute and rela-
tive surplus value. And he showed that they had played a different,
but in either case a decisive role, in the historical development of cap-
- italist production. On the basis of surplus value he developed the
first rational theory of wages we have, and for the first time gave an
outline of the history of capitalist accumulation and an exposition of
its historical tendency.

And Rodbertus? After he has read all this, he——like the tenden-
tious economist he always is — declares that this is “an assault on so-
ciety”,* that he himself has said much more briefly and clearly what
surplus value evolves from, and finally that all this does indeed apply
to “the present form of capital”, that is to say to capital as it exists his-
torically, but not to the “‘concept of capital’’, namely the utopian idea
which Mr. Rodbertus has of capital. Just like old Priestley, who swore
by phlogiston to the end of his days and refused to have anything to
do with oxygen. The only thing is that Priestley had actually been the
first to describe oxygen, while Rodbertus had merely rediscovered
a commonplace in his surplus value, or rather his “‘rent”, and that
Marx, unlike Lavoisier, disdained to claim that he was the first to dis-
cover the fact of the existence of surplus value.

The other economic feats performed by Rodbertus are on about
the same plane. His elaboration of surplus value into a utopia has al-
ready been unintentionally criticised by Marx in his Poverty of Philos-
ophy. What else may be said about it I have said in my preface to the
German edition of that work.” Rodbertus’ explanation of commercial
crises as outgrowths of the underconsumption of the working class

* [J.K.] Rodbertus, Briefe und sozialpolitische Aufsitze. Herausgegeben von Dr. R.
Meyer. Berlin, Bd. 1, [1881,] S. 111. - ® See present edition, Vol. 26, pp. 278-91.
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may already be found in Sismondi’s Nouveaux Principes de I'Economie
Politique, Book IV, Ch. IV.” However, Sismondi always had the
world market in mind, while Rodbertus’ horizon does not extend
beyond the Prussian border. His speculations as to whether wages are
derived from capital or income belong to the domain of scholasticism
and are definitely settled in Part III of this second book of Capital.
His theory of rent has remained his exclusive property and may rest
in peace until the manuscript of Marx criticising it is published.” Fi-
nally his suggestions for the emancipation of the old Prussian landed
property from the oppression of capital are also entirely utopian; for
they evade the only practical question raised in this connection, viz.:
How can the old Prussian landed junker have a yearly income of, say,
20,000 marks and a yearly expenditure of, say, 30,000 marks, without
running into debt?

The Ricardian school suffered shipwreck about the year 1830 on the
rock of surplus value. And what this school could not solve remained
still more insoluble for its successor, vulgar economy. The two points
which caused its failure were these:

First. Labour is the measure of value. However, living labour in its
exchange with capital has a lower value than the objectified labour
for which it is exchanged. Wages, the value of a definite quantity of
living labour, are always less than the value of the product which this
same quantity of living labour produces or in which it is embodied.
The question is indeed insoluble, if put in this form. It has been cor-
rectly formulated by Marx and thereby answered: It is not labour
which has a value. As an activity which creates values it can no more
have any special value than gravity can have any special weight, heat
any special temperature, electricity any special strength of current. It
is not labour which is bought and sold as a commodity, but labour pow-
er. Once labour power becomes a commodity, its value is determined
by the labour embodied in it as a social product. This value is
equal to the labour socially necessary for its production and repro-
duction. Hence the purchase and sale of labour power on the basis of its
value thus defined does not at all contradict the economic law of value.

¥ “Thus the concentration of wealth in the hands of a small number of proprictors
narrows the home market more and more, and industry is more and more compelled to
look for foreign markets to dispose of its goods, where even greater revolutions threaten
it” (namely, the crisis of 1817, which is described immediately afterwards). Nouveaux
Principes, 1, ed. 1819, p. 336.

* See ibid., Vol. 37.
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Second. According to the Ricardian law of value, two capitals em-
ploying equal quantities of equally paid living labour, all other con-
ditions being equal, produce products of equal value, and likewise
surplus value, or profit, of equal quantity, in equal periods of time.
But if they employ unequal quantities of living labour, they cannot
produce equal amounts of surplus value, or, as the Ricardians say,
equal amounts of profit. Now in reality the opposite takes place. In
actual fact, equal capitals, regardless of how much or how little living
labour they employ, produce equal average profits in equal times.
Here there is therefore a contradiction of the law of value which had
been noticed by Ricardo himself, but which his school also was un-
able to resolve. Rodbertus likewise could not but note this contradic-
tion. But instead of resolving it, he made it one of the starting-points
of his utopia ({ur Erkenntniss, p. 131). Marx had resolved this contra-
diction already in the manuscript of A Contribution to the Critique....*
According to the plan of Capital, this solution will be provided in
Book IIL.> Months will pass before that will be published. Hence
those economists who claim to have discovered in Rodbertus the sec-
ret source and a superior predecessor of Marx have now an opportu-
nity to demonstrate what Rodbertus’ political economy can accom-
plish. If they can show how an equal average rate of profit can and
must come about, not only without a violation of the law of value, but
rather on the very basis of it, we are willing to discuss the matter
further with them. In the meantime they had better make haste. The
brilliant investigations of the present Book II and their entirely new
results in fields hitherto almost untrod are merely introductory to the
contents of Book I1I, which develops the final conclusions of Marx’s
analysis of the process of social reproduction on a capitalist basis.
When this Book III appears, little mention will be made of the econo-
mist called Rodbertus.

The second and third books of Capital were to be dedicated, as
Marx repeatedly told me, to his wife.

Frederick Engels
London, on Marx’s birthday, May 5, 1885

* See present edition, vols 31-32.-" See ibid., Vol. 37 (Capital, Vol. 111, parts
I and II).
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Frederick Engels
[PREFACE TO THE SECOND GERMAN EDITION]

The present second edition is, in the main, a faithful reprint of the
first. Typographical errors have been corrected, a few stylistic
blemishes eliminated, and several short paragraphs containing only
repetitions struck out.

The third book, which presented quite unforeseen difficulties, is
now almost finished in manuscript. If my health holds out it will be
ready for the press this autumn.

F. Engels
London, July 15, 1893

For the sake of convenience there follows here a short compilation

of passages, each with an indication of the particular manuscript
(I1-VIII) taken from.

Part I

Pp.31-32 [1]? from Ms. IT; pp. 32-42 [2-12], Ms. VII; pp. 42-46 [12-
16], Ms. VI; pp. 46-122 [16-89], Ms. V; pp. 122-25 [89-92], note
found among excerpts from books; pp. 125-26 [92] to the end of this
part, Ms. I'V; there have, however, been inserted pp: 133-34 [100-

* The page numbers in square brackets refer to the 1893 German edition.



Preface

01], a passage from Ms. VIII; pp. 138 and 144 [105 and 111},
notes from Ms. II.

Part 11

The beginning, pp. 156-65 [123-33], is the end of Ms. IV. From here
on to the end of this part, pp. 165-348 [324], all from Ms. II.

Part ITI

Chapter 18: (pp. 349-57) [324-32] from Ms. II
Chapter 19: I and II (pp. 357-88) [332-64] from Ms. VIII; III
(pp. 388-90) [364-66] from Ms. II.
Chapter 20: I (pp. 390-94) [366-69] from Ms. 11, only the conclud-
ing paragraph from Ms. VIII.
IT (pp. 394-97) [370-72] in the main from Ms. II.
II1, IV, V (pp. 397-420) [373-97] from Ms. VIIL
VI, VII, VIII, IX (pp. 420-36) [397-412] from Ms. II.
X, X1, XII (pp. 436-80) {413-56] from Ms. VIII.
XIII (pp. 480-88) [457-65] from Ms. 1L
Chapter 21: {pp. 488-523) [465-500] entirely from Ms. VIIL
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Part [

THE METAMORPHOSES OF CAPITAL
AND THEIR CIRCUITS

Chapter 1

THE CIRCUIT OF MONEY CAPITAL

The circular movement ' of capital takes place in three stages,
which, according to the presentation in Volume I, form the following
series:

First stage: The capitalist appears as a buyer on the commodity and
the labour market; his money is transformed into commodities, or it
goes through the circulation act M—C.

Second stage: Productive consumption of the purchased commodities
by the capitalist. He acts as a capitalist producer of commodities; his
capital passes through the process of production. The result is a com-
modity of more value than that of the elements entering into its pro-
duction.

Third stage: The capitalist returns to the market as a seller; his com-
modities are turned into money, or they pass through the circulation
act G—M.

Hence the formula for the circuit of money capital iss M—C ... P ...
C’—M’, the dots indicating that the process of circulation is inter-
rupted, and C” and M’ designating G and M increased by surplus value.

The first and third stages were discussed in Book I only in so far as
this was necessary for an understanding of the second stage, the pro-
cess of production of capital. For this reason, the various forms which
capital takes on in its different stages, and which it now assumes and
now strips off in the repetition of its circuit, were not considered.
These forms are now the direct object of our study.

In order to conceive these forms in their pure state, one must first of
all discard all factors which have nothing to do with the changing or
building of forms as such. It is therefore taken for granted here not
only that the commodities are sold at their values but also that this

Y From Manuscript I1.
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takes place under the same conditions throughout. Likewise disre-
garded therefore are any changes of value which might occur during
the movement in circuits.

1. FIRST STAGE. M—C*

M-—C represents the conversion of a sum of money into a sum of
commodities; the purchaser transforms his money into commodities,
the sellers transform their commodities into money. What renders this
act of the general circulation of commodities simultaneously a func-
tionally definite section in independent circuit of some individual cap-
ital 1s primarily not the form of the act but its material content, the
specific use character of the commodities which change place with the
money. These commodities are on the one hand means of production,
on the other labour power, material and personal factors in the pro-
duction of commodities whose specific nature must of course corres-
pond to the special kind of articles to be manufactured. If we call la-
bour power L, and the means of production MP, then the sum of
commodities to be bought, C, is equal to L + MP, or more briefly
C <\ks. M—C, considered as to its substance, is therefore repre-
sented by M—C <\, that is to say M—C breaks up into M—L
and M-—MP. The sum of money M is separated into two parts, one of
which buys labour power, the other means of production. These two
series of purchases belong to entirely different markets, the one to the
commodity market proper, the other to the labour market.

Aside from this qualitative division of the sum of commodities into
which M is transformed, the formula M—C <}, also represents
a most characteristic quantitative relation.

We know that the value, or price, of labour power is paid to its
owner, who offers it for sale as a commodity, in the form of wages,
that is to say as the price of a sum of labour containing surplus labour.
For instance, if the daily value of labour power = the product of five
hours’ labour valued at 3 marks, this sum figures in the contract be-
tween the buyer and seller as the price, or wages, for, say, ten hours
of labour. If such a contract is made for instance with 50 labourers,
they are supposed to work altogether 500 hours per day for the
purchaser, and one half of this time, or 250 hours =25 days
of labour of 10 hours each, represents nothing but surplus labour.
The quantity and the volume of the means of production to be pur-

% Beginning of Manuscript VII, started July 2, 1878.
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chased must be sufficient for the utilisation of this mass of labour.

M—C <\;, then, does not merely express the qualitative rela-
tion indicating that a certain sum of money, say £ 422, is transformed
into a corresponding sum of means of production and labour power,
but also a quantitative relation between L, the part of the money
spent for labour power, and MP, the part spent for means of produc-
tion. This relation is determined at the outset by the quantity of ex-
cess labour, of surplus labour to be expended by a certain number of
labourers.

If for instance in a spinning-mill the weekly wage of its 50 la-
bourers amounts to £ 50, £ 372 must be spent for means of production, if
this is the value of the means of production which a weekly labour of
3,000 hours, 1,500 of which are surplus labour, transforms into yarn.

[t is quite immaterial here how much additional value in the form
of means of production is required in the various lines of industry by
the utilisation of additional labour. The point merely is that under all
circumstances the part of the money spent for means of production—
the means of production bought in M—MP—must be sufficient, i. e.,
must at the outset be calculated accordingly, must be procured in
corresponding proportion. To put it another way, the quantity of
means of production must suffice to absorb the amount of labour, to
be transformed by it into products. If the means of production at
hand were insufficient, the excess labour at the disposal of the pur-
chaser could not be utilised; his right to dispose of it would be futile. If
there were more means of production than available labour, they
would not be saturated with labour, would not be transformed into
products.

As soon as M—C <, is completed, the purchaser has at his dis-
posal more than simply the means of production and labour power
required for the production of some useful article. He disposes of
a greater capacity to set labour power in motion, or a greater quan-
tity of labour than is necessary for the replacement of the value of this
labour power, and he has at the same time the means of production
requisite for the realisation or objectification of this quantity of la-
bour. In other words, he has at his disposal the factors making for the
production of articles of a greater value than that of the elements of
production—the factors of production of a mass of commodities con-
taining surplus value. Thus the value advanced by him in money
form has now assumed a natural form in which it can be realised as
a value generating surplus value (in the shape of commodities). In
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brief, value exists here in the condition or form of productive capital,
which has the faculty of creating value and surplus value. Let us call
capital in this form P,

Now the value of P is = to that of L. + MP, it is = to M transformed
into L and MP. M is the same capital value as P, only it has a dif-
ferent mode of existence, it is capital value in the state or form of
money—rmoney capital.

M-—C <, or its general form M—C, a sum of purchases of
commodities, an act of the general circulation of commodities, is
therefore at the same time—as a stage in the independent circuit of
capital—a transformation of capital value from its money form into
its productive form or, more briefly, it is the transformation of money
capital into productive capital. In the diagram of the circuit which we
are here discussing, money appears as the first depository of capital
value, and money capital therefore represents the form in which capi-
tal is advanced.

Capital in the form of money capital is in a state in which it can
perform the functions of money, in the present case the functions of
a universal means of purchase and universal means of payment. (The
last-named inasmuch as labour power though first bought is not paid
for until it has been put into operation. To the extent that the means
of production are not found ready on the market but have to be or-
dered first, money in M—MP likewise serves as a means of payment.)
This capacity is not due to the fact that money capital is capital but
that it is money.

On the other hand capital value in the form of money cannot per-
form any other functions but those of money. What turns the money
functions into functions of capital is the definite role they play in the
movement of capital, and therefore also the interrelation of the stage
in which these functions are performed with the other stages of the
circuit of capital. Take, for instance, the case with which we are here
dealing. Money is here converted into commodities the combination
of which represents the natural form of productive capital, and this
form already contains latently, potentially, the result of the process of
capitalist production.

A part of the money performing the function of money capital in
M—C <, assumes, by consummating this act of circulation,
a function in which it loses its capital character but preserves its
money character. The circulation of money capital M is divided into
M—-—MP and M—L, into the purchase of means of production and
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the purchase of labour power. Let us consider the last-named process
by itself. M—L is the purchase of labour power by the capitalist. It is
also the sale of labour power—we may here say of labour, since the
form of wages is assumed—by the labourer who owns it. What is M—
C (= M—L) for the buyer, is here, as in every other purchase, L—M
(= G—M) for the seller (the labourer). It is the sale of his labour po-
wer. This is the first stage of circulation, or the first metamorphosis, of
the commodity (Buch I, Kap. 111, 2a). It is for the seller of labour
a transformation of his commodity into the money form. The la-
bourer spends the money so obtained gradually for a number of com-
modities required for the satisfaction of his needs, for articles of con-
sumption. The complete circulation of his commodity therefore ap-
pears as L—M—C, that is to say first as L—M (= C—M) and sec-
ondly as M—C; hence in the general form of the simple circulation of
commodities, C—M—C. Money is in this case merely a passing
means of circulation, a mere medium in the exchange of one com-
modity for another.

M-—L is the characteristic moment in the transformation of money
capital into productive capital, because it is the essential condition for
the real transformation of value advanced in the form of money into
capital, into a value producing surplus value. M—MP is necessary
only for the purpose of realising the quantity of labour bought in the
process M—L, which was discussed from this point of view in Book I,
Part I1, under the head of “The Transformation of Money into Capi-
tal.” We shall have to consider the matter at this point also from
another angle, relating especially to money capital as the form in
which capital manifests itself.

Generally M—L is regarded as characteristic of the capitalist
mode of production. However not at all for the reason given above,
that the purchase of labour power represents a contract of purchase
which stipulates for the delivery of a quantity of labour in excess of
that needed to replace the price of the labour power, the wages; hence
delivery of surplus labour, the fundamental condition for the capitali-
sation of the value advanced, or for the production of surplus value,
which is the same thing. On the contrary, it is so regarded because of
its form, since money in the form of wages buys labour, and this is the
characteristic feature of the money economy.

Nor is it the irrationality of the form which is taken as character-

* English edition: Vol. I, Gh. ITI, 2a (present edition, Vol. 35).
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istic. On the contrary, one overlooks the irrational. The irrationality
consists in the fact that labour itself as a value-creating element cannot
have any value, nor can therefore any definite amount of labour have
any value expressed in its price, in its equivalence to a definite quan-
tity of money. But we know that wages are but a disguised form,
a form in which for instance the price of one day’s labour power pre-
sents itself as the price of the labour set in motion by this labour
power in one day. The value produced by this labour power in, say, six
hours of labour is thus expressed as the value of twelve hours’ func-
tioning or operation of the labour power.

M—L is regarded as the characteristic feature, the hallmark of the
so-called money economy, because labour there appears as the com-
modity of its owner, and money therefore as the buyer—hence on ac-
count of the money relation (i. e., the sale and purchase of human ac-
tivity). Money however appears very early as a buyer of so-called ser-
vices, without the transformation of M into money capital, and with-
out any change in the general character of the economic system.

It makes no difference to money into what sort of commodities it is
transformed. It is the universal equivalent form of all commodities
which show, if only by their prices, that ideally they represent a cer-
tain sum of money, anticipate their transformation into money, and
that they only acquire the form in which they may be converted
into use values for their owners by changing places with money.
Once labour power has come into the market as the commodity of
its owner and its sale takes the form of payment for labour, assumes the
shape of wages, its purchase and sale is no more startling than the
purchase and sale of any other commodity. The characteristic thing
is not that the commodity labour power is purchasable but that
labour power appears as a commodity.

By means of M—C <, the transformation of money capital
into productive capital, the capitalist effects the combination of the
objective and personal factors of production so far as they consist of
commodities. If money is transformed into productive capital for the
first time or if it performs for the first time the function of money capi-
tal for its owner, he must begin by buying means of production, such
as buildings, machinery, etc., before he buys any labour power. For
as soon as labour power passes into his control, he must have means of
production to which he can apply it as labour power.

This is the capitalist’s presentation of the case.

The labourer’s case is as follows: The productive application of
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his labour power is not possible until the moment when it is sold and
brought into connection with means of production. Before its sale,
labour power exists therefore separately from the means of produc-
tion, from the material conditions of its application. In this state of
separation it cannot be used either directly for the production of use
values for its owner or for the production of commeodities, by the
sale of which he could live. But from the moment that as a result of
its sale it is brought into connection with means of production, it
forms part of the productive capital of its purchaser, the same as the
means of production.

True, in the act M— L the owner of money and the owner of la-
bour power enter only into the relation of buyer and seller, confront
one another only as money owner and commodity owner. In this re-
spect they enter merely into a money relation. Yet at the same time
the buyer appears also from the outset in the capacity of an owner of
means of production, which are the material conditions for the pro-
ductive expenditure of labour power by its owner. In other words,
these means of production are in opposition to the owner of the la-
bour power, being property of another. On the other hand the seller
of labour faces its buyer as labour power of another which must be
made to do his bidding, must be integrated into his capital, in order
that it may really become productive capital. The class relation be-
tween capitalist and wage labourer therefore exists, is presupposed
from the moment that the two face each other in the act M—L
(L—M on the part of the labourer). It is a purchase and sale,
a money relation, but a purchase and sale in which the buyer is as-
sumed to be a capitalist and the seller a wage labourer. And this rela-
tion arises out of the fact that the conditions required for the realisa-
tion of labour power, viz., means of subsistence and means of pro-
duction, are separated from the owner of labour power, being the
property of another.

We are not concerned here with the origin of this separation. It
exists as soon as M —L goes on. The thing which interests us here is
this: If M — L appears here as a function of money capital or money
as the form of existence of capital, it is not for the sole reason that
money here assumes the role of a means of paying for a useful hu-
man activity or service; hence by no means in consequence of the
function of money as a means of payment. Money can be expended
in this form only because labour power finds itself in a state of sepa-
ration from its means of production (including the means of subsist-
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ence as means of production of the labour power itself), and because
this separation can be overcome only by the sale of the labour power
to the owner of the means of production; because therefore the func-
tioning of labour power, which is not at all limited to the quantity
of labour required for the reproduction of its own price, is likewise
the concern of its buyer. The capital relation only emerges during
the process of production because it is inherent in the act of circula-
tion, in the different fundamental economic conditions in which
buyer and seller confront each other, in their class relation. It is not
money which by its nature creates this relation; it is rather the exis-
tence of this relation which permits of the transformation of a mere
money function into a capital function.

In the conception of money capital (for the time being we deal
with the latter only within the confines of the special function in
which it faces us here) two errors run parallel to each other or cross
each other. In the first place, the functions performed by capital
value in its capacity of money capital, which it can perform precisely
owing to its money form, are erroneously derived from its character
as capital, whereas they are due only to the money form of capital
value, to its form of appearance as money. In the second place, on
the contrary, the specific content of the money function, which
makes it simultaneously a capital function, is traced to the nature of
money (money being here confused with capital), while the money
function premises social conditions, such as are here indicated by
the act M — L., which do not at all exist in the mere circulation of
commodities and the corresponding circulation of money.

The purchase and sale of slaves is formally also a purchase and
sale of commodities. But money cannot perform this function with-
out the existence of slavery. If slavery exists, money can be invest-
ed in the purchase of slaves. On the other hand the mere possession
of money by a buyer cannot make slavery possible.

In order that the sale of one’s own labour power (in the form of
the sale of one’s own labour or in the form of wages) may constitute
not an 1solated phenomenon but a socially decisive premise for the
production of commodities, in order that money capital may there-
fore perform, on a social scale, the above-discussed function M —
C <,ip, historical processes are assumed by which the original
connection of the means of production with labour power was dis-
solved -— processes in consequence of which the mass of the people, -
the labourers, have, as non-owners, come face to face with the non-
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labourers as the owners of these means of production. It makes no
difference in this case whether the connection before its dissolution
was such in form that the labourer, being himself a means of pro-
duction, belonged to the other means of production or whether he
was their owner.

What underlies M—C <,;, is distribution; not distribution
in the ordinary meaning of a distribution of articles of consumption,
but the distribution of the elements of production itself, the material
factors of which are concentrated on one side, and labour power,
isolated from them, on the other.

The means of production, the material part of productive capital,
must therefore face the labourer as such, as capital, before the act
M —L can become a universal, social one.

We have seen on previous occasions® that in its development capi-
talist production, once it is established, not only reproduces this se-
paration but extends its scope further and further until it becomes the
generally prevailing social condition. However, there is still another side
to this question. In order that capital may be able to arise and take
control of production, a definite stage in the development of trade is
assumed. This applies therefore also to the circulation of commodi-
ties, and hence to the production of commodities; for no articles can
enter circulation as commodities unless they are produced for sale,
hence as commodities. But the production of commodities does not
become the normal, dominant type of production until capitalist
production serves as its basis.

The Russian landowners, who as a result of the so-called emanci-
pation of the peasants'® are now compelled to carry on agriculture

“with the help of wage labourers instead of the forced labour of serfs,
complain about two things: First, about the lack of money capital.
They say for instance that comparatively large sums must be paid to
wage labourers before the crops are sold, and just then there is a
dearth of ready cash, the prime condition. Capital in the form of
money must always be available, particularly for the payment of
wages, before production can be carried on capitalistically. But the
landowners may take hope. Everything comes to those who wait,
and in due time the industrial capitalist will have at his disposal not
only his own money but also Pargent des autres.”

* English edition: Capital, Vol. 1, parts VII and VIII, especially Ch. XXXII.-® the
money of others



40 Part I.— The Metamorphoses of Capital and Their Circuits

The second complaint is more characteristic. It is to the effect that
even if one has money, not enough labour power is to be bought at
any time. The reason is that the Russian farm labourer, owing to the
common ownership of land in the village community, has not yet
been fully separated from his means of production and hence is not
yet a “free wage labourer” in the full sense of the word. But the exist-
ence of the latter on a social scale is a sine qua non for M — C, the con-
version of money into commodities, to be able to represent the trans-
formation of money capital into productive capital.

It is therefore quite clear that the formula for the circuit of money
capital, M—C ... P ... ¢"—M’, is the matter-of-course form of the
circuit of capital only on the basis of already developed capitalist pro-
duction, because it presupposes the existence of a class of wage la-
bourers on a social scale. We have seen that capitalist production does
not only create commodities and surplus value, but also reproduces to
an ever increasing extent the class of wage labourers, into whom it
transforms the vast majority of direct producers. Since the first condi-
tion for its realisation is the permanent existence of a class of wage la-
bourers, M— C ... P ... ¢"— M’ presupposes a capital in the form of
productive capital, and hence the form of the circuit of productive
capital.

1I. SECOND STAGE. FUNCTION
OF PRODUCTIVE CAPITAL

The circuit of capital, which we have here considered, begins with
the act of circulation M — C, the transformation of money into com-
modities — purchase. Circulation must therefore be complemented
by the antithetical metamorphosis C— M, the transformation of
commodities into money-—sale. But the direct result of M—
C < is the interruption of the circulation of the capital value
advanced in the form of money. By the transformation of money capi-
tal into productive capital the capital value has acquired a bodily
form in which it cannot continue to circulate but must enter into con-
sumption, viz., into productive consumption. The use of labour po-
wer, labour, can be materialised only in the labour process. The capi-
talist cannot resell the labourer as a commodity because he is not his
chattel slave and the capitalist has not bought anything except the
right to use his labour power for a certain time. On the other hand
the capitalist cannot use this labour power in any other way than by



Ch. I.—The Circuit of Money Capital 41

utilising means of production to create commodities with its help.
The result of the first stage is therefore entrance into the second, the
productive stage of capital.

The movement is represented by M—C <\, ... P, in which the
dots indicate that the circulation of capital is interrupted, while its
circular movement continues, since it passes from the sphere of the
circulation of commodities into that of production. The first stage,
the transformation of money capital into productive capital, is there-
fore merely the harbinger and introductory phase of the second stage,
the functioning of productive capital.

M — C < presupposes that the individual performing this act
not only has at his disposal values in any use form, but also that he
has them in the form of money, that he is the owner of money. But the
act consists precisely in giving away money, and the individual can
remain the owner of money only in so far as the latter flows back imp-
licitly to him through that very act. But money can return to him
only through the sale of commodities. Hence the above act presupposes
his existence as a producer of commodities.

M-—L. The wage labourer lives only by the sale of his labour
power. Its preservation—his self-preservation —requires daily
consumption. Hence payment for it must be continually repeated at
rather short intervals in order that he may be able to repeat acts L —
M-—C or C—M—C, repeat the purchases needed for his self-
preservation. For this reason the capitalist must always meet the
wage labourer in the capacity of a money capitalist, and his capital as
money capital. On the other hand if the wage labourers, the mass of
direct producers, are to perform the act L—M — C, they must con-
stantly be faced with the necessary means of subsistence in purchas-
able form, i. €., in the form of commodities. Consequently this state of
affairs necessitates a high degree of development of the circulation of
products in the form of commodities, hence also of the volume of com-
modities produced. When production by means of wage labour be-
comes universal, commodity production is bound to be the general
form of production. The production of commodities, once it is as-
sumed to be general, carries in its wake an ever increasing division
of social labour, that is to say an ever growing differentiation of
the products which are produced in the form of commodities by a defi-
nite capitalist, ever greater division of complementary processes of
production into independent processes. M— MP therefore develops
to the same extent as M— L does, that is to say the production of
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means of production is divorced to that extent from the production
of commodities whose means of production they are. And the latter
themselves stand opposed to every producer of commodities as.com-
modities which he does not produce but buys for his particular pro-
cess of production. They come from branches of production which,
operated independently, are entirely divorced from his own, enter
into his own branch as commodities, and must therefore be bought.
The material conditions of commodity production face him more
and more as products of other commodity producers, as commodities.
And to the same extent the capitalist must assume the role of money
capitalist, in other words there is an increase in the scale on which
his capital must assume the functions of money capital.

On the other hand, the same conditions which give rise to the basic
condition of capitalist production, the existence of a class of wage
workers, facilitate the transition of all commodity production to capi-
talist commodity production. As capitalist production develops, it has
a disintegrating, resolvent effect on all older forms of production,
which, designed mostly to meet the direct needs of the producer,
transform only the excess produced into commodities. Capitalist pro-
duction makes the sale of products the main interest, at first appar-
ently without affecting the mode of production itself. Such was for in-
stance the first effect of capitalist world commerce on such nations as
the Chinese, Indians, Arabs, etc. But, secondly, wherever it takes root
capitalist production destroys all forms of commodity production
which are based either on the self-employment of the producers, or
merely on the sale of the excess product as commodities. It first makes
the production of commodities general and then, by degrees, trans-
forms all commodity production into capitalist production. ’

Whatever the social form of production, labourers and means of
production always remain factors of it. But in a state of separation
from each other either of these factors can be such only potentially.
For production to go on at all they must unite. The specific manner
in which this union is accomplished distinguishes the different econo-
mic epochs of the structure of society from one another. In the present
case, the separation of the free worker from his means of production is
the starting-point given, and we have seen how and under what con-
ditions these two elements are united in the hands of the capitalist,
namely, as the productive mode of existence of his capital. The actual

* End of Manuscript VII. Beginning of Manuscript VI.
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process which the personal and material creators of commodities en-
ter upon when thus brought together, the process of production, be-
comes therefore itself a function of capital, the capitalist process of
production, the nature of which has been fully analysed in the first
book of this work. Every enterprise engaged in commodity produc-
tion becomes at the same time an enterprise exploiting labour power.
But only the capitalist production of commodities has become an
epoch-making mode of exploitation, which, in the course of its histor-
ical development, revolutionises, through the organisation of the la-
bour process and the enormous improvement of technique, the entire
economic structure of society in a manner eclipsing all former epochs.

The means of production and labour power, in so far as they are
forms of existence of advanced capital value, are distinguished by the
different roles assumed by them during the process of production in
the creation of value, hence also of surplus value, into constant and
variable capital. Being different components of productive capital
they are furthermore distinguished by the fact that the means of pro-
duction in the possession of the capitalist remain his capital even out-
side of the process of production, while labour power becomes the
form of existence of an individual capital only within this process.
Whereas labour power is a commodity only in the hands of its seller,
the wage labourer, it becomes capital only in the hands of its buyer,
the capitalist who acquires the temporary use of it. The means of pro-
duction do not become the material forms of productive capital, or
productive capital, until labour power, the personal form of existence
of productive capital, is capable of being embodied in them. Human
labour power is by nature no more capital than are the means of pro-
duction. They acquire this specific social character only under defi-
nite, historically developed conditions, just as only under such condi-
tions the character of money is stamped upon precious metals, or that
of money capital upon money.

Productive capital, in performing its functions, consumes its own
component parts for the purpose of transforming them into a mass of
products of a higher value. Since labour power acts merely as one of
its organs, the excess of the product’s value engendered by its surplus
labour over and above the value of productive capital’s constituent
elements is also the fruit of capital. The surplus labour of labour pow-
er is the gratuitous labour performed for capital and thus forms sur-
plus value for the capitalist, a value which costs him no equivalent re-
turn. The product is therefore not only a commodity, but a commo-
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dity pregnant with surplus value. Its value is equal to P + s, that is to
say equal to the value of the productive capital P consumed in the
production of the commodity plus the surplus value s created by it.
Let us assume that this commodity consists of 10,000 lbs of yarn, and
that means of production worth £ 372 and labour power worth £ 50
were consumed in the fabrication of this quantity of yarn. During the
process of spinning, the spinners transmitted to the yarn the value of
the means of production consumed by their labour, amounting to
£ 372, and at the same time they created, in proportion with the la-
bour expended by them, new value to the amount of, say, £ 128. The
10,000 lbs of yarn therefore represent a value of £ 500.

III. THIRD STAGE. C" -M’

Commodities become commodity capital as a functional form of
existence—stemming directly from the process of production itself—
of the already expanded capital value. If the production of commodi-
ties were carried on capitalistically throughout society, all com-
modities would be elements of commodity capital from the outset,
whether they were crude iron, Brussels lace, sulphuric acid or ci-
gars. The problem of what kinds of commodities out of the vast host
available are destined by their nature to rank as capital and what
other kinds to serve as ordinary commodities, is one of the self-
created lovely ills of scholastic political economy.

Capital in the form of commodities has to perform the function of
commodities. The articles of which capital is composed are produced
from the outset for the market and must be sold, transformed into
money, hence go through the process C— M.

Suppose the commodity of the capitalist to consist of 10,000 1bs of
cotton yarn. If £ 372 represent the value of the means of production
consumed in the spinning process, and new value to the amount of
£128 has been created, the yarn has a value of £ 500, which is ex-
pressed in its price of the same amount. Suppose further that this price
is realised by the sale C—M. What is it that makes of this simple act of
all commodity circulation at the same time a capital function? No
change that takes place inside of it, neither in the use character of the
commodity — for it passes into the hands of the buyer as an object of
use — nor in its value, for this value has not experienced any change of .
magnitude, but only of form. It first existed in the form of yarn, while



Ch. 1.—The Circuit of Money Capital 45

now it exists in the form of money. Thus a substantial distinction is
evident between the first stage M—C and the last stage C— M.
There the advanced money functions as money capital, because it is
transformed by means of the circulation into commodities of a specific
use value. Here the commodities can serve as capital only to the ex-
tent that they bring this character with them in ready shape from the
process of production before their circulation begins. During the spin-
ning process, the spinners create yarn value to the amount of £ 128.
Of this sum, say £ 50 represent to the capitalist merely an equivalent
for his outlay for labour power, while £ 78 — when the degree of ex-
ploitation of labour power is 156%,— form surplus value. The value of
the 10,000 Ibs of yarn therefore embodies first the value of the con-
sumed productive capital P, the constant part of which = £ 372, the
variable = £ 50, their sum = £ 422 = 8,440 lbs of yarn. Now the
value of the productive capital P = C, the value of its constituent ele-
ments, which in the stage M — C confronted the capitalist as commo-
dities in the hands of their sellers.

In the second place, however, the value of the yarn contains a sur-
plus value of £ 78 = 1,560 lbs of yarn. C as an expression of the value
of the 10,000 Ibs of yarn is therefore = to G + AC, or C plus an incre-
ment of C (= £ 78), which we shall call c, since it exists in the same
commodity form as now the original value C. The value of the 10,000
Ibs of yarn, equal to £ 500, is therefore represented by C + ¢ = €.
What turns C, the expression of the value of the 10,000 lbs of yarn,
into C7 1s not the absolute magnitude of its value {£ 500), for that is
determined, as in the case of any other C standing for the expression
of the value of some other sum of commadities, by the quantity of la-

“bour objectified in it. It is its relative value magnitude, its value mag-
nitude as compared with that of capital P consumed in its produc-
tion. This value is contained in it plus the surplus value supplied by
the productive capital. Its value is greater, exceeds that of the capital
value by this surplus value c. The 10,000 Ibs of yaen are the bearers of
the capital value expanded, enriched by this surplus value, and they
are so by virtue of being the product of the capitalist process of pro-
duction. C” expresses a value relation, the relation of the value of the
commodities produced to that of the capital spent on their produc-
tion, in other words, expresses the fact that its value is composed of
capital value and surplus value. The 10,000 lbs of yarn represent
commodity capital, C’, only because they are a converted form of the
productive capital P, hence in a connection which exists originally
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only in the circuit of this individual capital, or only for the capitalist
who produced the yarn with the help of his capital. It is, so to say,
only an mternal, not an external relation that turns the 10,000 Ibs of
yarn in their capacity of vehicles of value into a commodity capital.
They exhibit their capitalist birthmark not in the absolute magnitude
of their value but in its relative magnitude, in the magnitude of their
value as compared with that possessed by the productive capital em-
bodied in them before it was transformed into commodities. If; then,
these 10,000 lbs of yarn are sold at their value of £ 500, this act of cir-
culation, considered by itself, = C— M, a mere transformation of an
unchanging value from the form of a commodity into that of money.
But as a special stage in the circuit of an individual capital, the same
act is a realisation of the capital value embodied in the commodity to
the amount of £ 422 + the surplus value, likewise embodied in it, of
£ 78. That is to say it represents C'—M’, the transformation of the
commodity capital from its commodity form into the money form."

The function of C’ is now that of all commodities, viz.: to transform
itself into money, to be sold, to go through the circulation stage C—
M. So long as the capital, now expanded, remains in the form of com-
modity capital, lies immovable in the market, the process of produc-
tion is at rest. The capital acts neither as a creator of products nor as
a creator of value. A given capital value will serve, in widely different
degrees, as a creator of products and value, and the scale of reproduc-
tion will be extended or reduced commensurate with the particular
speed with which that capital throws off its commodity form and as-
sumes that of money, or with the rapidity of the sale. It was shown in
Book I that the degree of efficiency of any given capital is conditional
on the potentialities of the productive process, which to a certain ex-
tent are independent of the magnitude of its own value.* Here it ap-
pears that the process of circulation sets in motion new forces inde-
pendent of the capital’s magnitude of value and determining its de-
gree of efficiency, its expansion and contraction.

The mass of commodities C7, being the depository of the expanded
capital, must furthermore pass in its entirety through the metamor-
phosis C'— M’. The quantity sold is here a main determinant. The in-
dividual commodity figures only as an integral part of the total mass.

* End of Manuscript VI. Beginning of Manuscript V.

* English edition: Capital, Vol. I, Ch. XXIV, 4 (present edition, Vol. 35).
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The £ 500 worth of value exists in the 10,000 1bs of yarn. If the capi-
talist succeeds in selling only 7,440 lbs at their value of £ 372, he has
replaced only the value of his constant capital, the value of the expend-
ed means of production. If he sells 8,440 lbs he recovers only the
value of the total capital advanced. He must sell more in order to real-
ise surplus value, and he must sell the entire 10,000 Ibs in order to real-
ise the entire surplus value of £ 78 (= 1,560 lbs of yarn). In £ 500 in
money he therefore receives merely an equivalent for the commodity
sold. His transaction within the circulation is simply C—M. If he
had paid his labourers £ 64 in wages instead of £ 50 his surplus value
would be only £ 64 instead of 78, and the degree of exploitation
would have been only 1009, instead of 156. But the value of his yarn
would not change; only the relation between its component parts
would be different. The circulation act C—M would still represent
the sale of 10,000 lbs of yarn for £ 500, their value.

C' =C+c (= L£422 4+ £78). C equals the value of P or the pro-
ductive capital, and this equals the value of M, the money advanced
in M — C, the purchase of the elements of production, amounting to
£ 422 in our example. If the mass of commodities is sold at its value,
then C = £422 and ¢ = £ 78, the value of the surplus product of
1,560 1bs of yarn. If we call ¢, expressed in money, m, then G’ —
M’ = (C+ ¢)— (M + m), and thecircut M—C...P...C"—M’, in
its expanded form, is therefore represented by M—C <, ... P ..
(C+c)—(M4+m).

In the first stage the capitalist takes articles of consumption out of
the commodity market proper and the labour market. In the third
stage he throws commodities back, but only into one market, the
commodity market proper. However the fact that he extracts from
the market, by means of his commodities, a greater value than he
threw onto it originally is due only to the circumstance that he
throws more commodity value back onto it than he first drew out
of it. He threw in value M and drew out the equivalent C; he
throws C + ¢ back, and draws out the equivalent M + m.

In our example M was equal to the value 0f 8,440 lbs of yarn. But he
throws 10,000 lbs of yarn onto the market, and therefore he returns
a greater value than he took. On the other hand he threw this
increased value onto the market only because through the exploitation
of labour power in the process of production he had created surplus
value (as an aliquot part of the product expressed in surplus prod-
-uct). It is only by virtue of being the product of this process that the
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mass of commodities becomes commodity capital, the bearer of the
expanded capital value. By performing C'— M’ the advanced capital
value as well as the surplus value are realised. The realisation of both
takes place simultaneously in a series of sales or in a lump sale of the
entire mass of commodities which is expressed by G"—M’. But the
same circulation act C"— M’ is different for capital value and for sur-
plus value, as it expresses for each of them a different stage of their cir-
culation, a different section of the series of metamorphoses through
which they must pass in the sphere of circulation. The surplus value
¢ came into the world only during the process of production. It ap-
peared for the first time in the commodity market, and moreover in
the form of commodities. This is its first form of circulation, hence the
act c—m is its first circulation act, or its first metamorphosis, which
remains to be supplemented by the antithetical act of circulation, or
the reverse metamorphosis, m—c.”

It is different with the circulation which the capital value C per-
forms in the same circulation act C'— M, and which constitutes for it
the circulation act C—M, in which C is = to P, equal to the M origi-
nally advanced. Capital value has opened its first circulation act in
the form of M, money capital, and returns through the act C—M to
the same form. It has therefore passed through the two antithetical
stages of the circulation, 1) M—C, 2) C-—M, and finds itself once
more in the form in which it can begin its circular movement anew.
What for surplus value constitutes the first transformation of the com-
modity form into that of money, constitutes for capital value its re-
turn, or retransformation, into its original money form.

By means of M— C <J;, money capital is transformed into an
equivalent sum of commodities, L and MP. These commodities no
longer perform the function of commodities, of articles for sale. Their
value exists now in the hands of the capitalist who bought them as the
value of his productive capital P. And in the function of P, productive
consumption, they are transformed into a kind of commodity differ-
ing materially from the means of production, into yarn, in which
their value is not only preserved but increased, from £ 422 to £ 500.
By means of this real metamorphosis, the commodities taken from the
market in the first stage, M — C, are replaced by commodities of dif-
ferent substance and value, which now must perform the function of

% This is true no matter how we separate capital value and surplus value. 10,000
Ibs of yarn contain 1,560 lbs = £ 78 worth of surplus value; likewise one Ib., or one
shilling’s worth of yarn, contains 2.496 ounces = 1.872 pence worth of surplus value.
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commodities, must be transformed into money and sold. The process
of production therefore appears to be only an interruption of the pro-
cess of circulation of capital value, of which up to that point only the
first phase, M — C, has been passed through. It passes through the
second and concluding phase, C— M, after C has been altered in
substance and value. But so far as capital value, considered by itself,
is concerned, it has merely suffered an alteration of its use form in the
process of production. It existed in the form of £ 422 worth of L and
MP, while now it exists in the form of [ 422 worth, or 8,440 lbs of
yarn. If we therefore consider merely the two circulation phases of
capital value, apart from its surplus value, we find that it passes through
1) M—C and 2) C—M, in which the second C has a different use
form but the same value as the first C. Hence it passes through M —
C—M, a form of circulation which, because the commodity here
changes place twice and in the opposite direction — transformation
from money into commodities and from commodities into money —
necessitates the return of the value advanced in the form of money to
its money form —its reconversion into money.

The same circulation act C'— M’ that constitutes the second and
concluding metamorphosis, a return to the money form, for the capi-
tal value advanced in money, represents for the surplus value —borne
along by the commodity capital and simultaneously realised by its
change into the money form —its first metamorphosis, its transfor-
mation from the commodity to the money form, C—M, its first cir-
culation phase.

We have, then, two kinds of observations to make here. First, the
ultimate reconversion of capital value into its original money form is
a function of commodity capital. Secondly, this function includes the
first transformation of surplus value from its original commodity form
to its money form. The money form, then, plays a double role here.
On the one hand it is the form to which a value originally advanced
in money returns, hence a return to that form of value which opened
the process. On the other hand it is the first converted form of a value
which originally enters the circulation in commodity form. If the
commodities composing the commodity capital are sold at their val-
ues, as we assume, then C + c is transformed into M + m, its equiva-
lent. The realised commodity capital now exists in the hands of the
capitalist in this form: M + m (£ 422 4+ £ 78 = £ 500). Capital value
and surplus value are now present in the form of money, the form of
the universal equivalent.
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At the conclusion of the process capital value has therefore re-
summed the form in which it entered it, and as money capital can now
open and go through a new process. Just because the initial and final
forms of this process are those of money capital (M), we call this form of
the circuit process the circuit of money capital. It 1s not the form but
merely the magnitude of the advanced value that is changed at the close.

M + m is nothing but a sum of money of a definite magnitude, in
this case /£ 500. But as a result of the circuit of capital, as realised
commodity capital, this sum of money contains the capital value and
the surplus value. And these values are now no longer inseparably
united as they were in the yarn; they now lie side by side. Their reali-
sation has given both of them an independent money form; 2''/,;, of
this money represent the capital value of £422 and */,, constitute
the surplus value of £ 78. This separation, effected by the realisation
of the commodity capital, has not only the formal content to which
we shall refer presently. It becomes important in the process of the re-
production of capital, depending on whether m is entirely or partially
or not at all lumped together with M, hence depending on whether or
not it continues to function as a component part of the advanced cap-
ital value. Both m and M may pass through quite different processes
of circulation.

In M’ capital has returned to its original form M, to its money
form, a form however in which it is materialised as capital.

There is in the first place a difference of quantity. It was M, £ 422.
It is now M’, £ 500, and this difference is expressed by M ... M’, the
quantitatively different extremes of the circuit, whose movement is
indicated only by the three dots. M” > M, and M’— M = s, the sur-
plus value.— But as a result of this circular movement M ... M’ it is
only M” which exists now; it is the product in which its process of for-
mation has become extinct. M’ now exists by itself, independently of
the movement which brought it into existence. That movement is
gone; M’ is there in its place.

But M, being M 4+ m, £ 500, composed of £ 422 advanced capital
plus an increment of the same amounting to £ 78, represents at the
same time a qualitative relation, although this qualitative relation it-
self exists only as a relation between the parts of one and the same
sum, hence as a quantitative relation. M, the advanced capital,
which is now once more present in its original form (/£ 422), exists as
realised capital. It has not only preserved itself but also realised itself
as capital by being distinguished as such from m (£ 78), to which it
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stands in the same relation as to an increase of its own, to a fruit of is
own, to an increment to which it has given birth itself. It has been
realised as capital because it has been realised as a value which has cre-
ated value. M’ exists as a capital relation. M no longer appears as mere
money, but is expressly posited as money capital, expressed as a
self-expanded value, which therefore possesses the property of self-
expansion, of hatching a higher value than it itself has. M became
capital by virtue of its relation to the other part of M’, which it has
brought about, which has been effected by it as the cause, which is
the consequence of it as the ground. Thus M’ appears as a sum of
values differentiated within itself, functionally (conceptually) distin-
guished within itself, expressing the capital relation.

But this is expressed only as a result, without the intervention of the
process of which it is the result.

Parts of value as such are not qualitatively different from one
another, except in so far as they appear as values of different articles,
of concrete things, hence in various use forms and therefore as values
of different commodities — a difference which does not originate from
them themselves as mere parts of value. In money all differences be-
tween commodities are extinguished, because it is the equivalent form
common to all of them. A sum of money in the amount of £ 500 con-
sists solely of uniform elements of £ 1 each. Since the intermediate
links of its origin are obliterated in the simple existence of this sum of
money and every trace has been lost of the specific difference berween
the different component parts of capital in the process of production,
there exists now only the distinction between the conceptual form of
a priNaipal® equal to £ 422 the capital advanced, and an excess value

“of £ 78. Let M” be equal to, say, £ 110, of which 100 may be equal to
M, the principal, and 10 equal to s, the surplus value. There is an ab-
solute homogeneity, hence an absence of conceptual distinctions, be-
tween the two constituent parts of the sum of £ 110. Any £ 10 of this
sum always constitute !/, of the total sum of £ 110, whether they are
'/, of the advanced principal of £ 100 or the excess of £ 10 above it.
Principal and excess sum, capital and surplus sum, may therefore be
expressed as fractional parts of the total sum. In our illustration, '%/;,
form the principal, or the capital, and '/,; the surplus sum. In its
money expression realised capital appears therefore at the end of its
process as an irrational expression of the capital relation.

® This English term in the original is given in parentheses after its German equivalent.
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True, this applies also to C’ (= C + ¢). But there is this difference:
that €7, of which C and ¢ are only proportional value parts of the
same homogeneous mass of commodities, indicates its origin in P,
whose immediate product it is, while in M’ a form derived directly
from circulation, the direct relation to P is obliterated.

The irrational distinction between the principal and the incremen-
tal sum, which is contained in M’, so far as that expresses the result of
the movement M ... M, disappears as soon as it once more functions
actively as money capital and is therefore not fixed as a money ex-
pression of expanded industrial capital. The circuit of money capital
can never begin with M’ (although M’ now performs the function of
M). It can begin only with M, that is to say it can never begin as an
expression of the capital relation, but only as a form of advance of
capital value. As soon as the £ 500 are once more advanced as capital,
in order again to produce s, they constitute a point of departure, not
one of return. Instead of a capital of £ 422, a capital of £ 500 is now
advanced. It is more money than before, more capital value, but the
relation between its two constituent parts has disappeared. In fact
a sum of £ 500 instead of the £ 422 might originally have served as
capital.

It is not an active function of money capital to appear as M’; to ap-
pear as M is rather a function of C”. Even in the simple circulation of
commodities, 1) G,— M, 2) M —C,, money M does not figure ac-
tively until the second act, M — C,. Its appearance in the form of M is
only the result of the first act, by virtue of which it only then appears
as a converted form of C,. True, the capital relation contained in M’,
the relation of one of its parts as the capital value to the other as its
value increment, acquires functional importance in so far as, with the
constantly repeated circuit M ... M”, M” splitsinto two circulations, one
of them a circulation of capital, the other of surplus value. Conse-
quently these two parts perform not only quantitatively but also
qualitatively different functions, M others than m. But considered by
itself, the form M ... M’ does not include what the capitalist consumes,
but explicitly only the self-expansion and accumulation, so far as the
latter expresses itself above all as a periodical augmentation of ever
renewed advances of money capital.

Although M’, = to M + m, is the irrational form of capital, it is at
the same time only money capital in its realised form, in the form of
money which has generated money. But this is different from the
function of money capital in the first stage, M—C <J5,. In this first
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stage, M circulates as money. It assumes the functions of money capi-
tal because only in its money state can it perform a money function,
can it transform itself into the elements of P, into L and MP, which
stand opposed to it as commodities. In this circulation act it functions
only as money. But as this act is the first stage of capital value in pro-
cess, it is simultaneously a function of money capital, by virtue of the
specific use form of the commodities L. and MP which are bought. M,
on the other hand, composed of M, the capital value, and m, the sur-
plus value begotten of M, stands for self-expanded capital value —the
purpose and the outcome, the function of the total circuit of capital.
The fact that it expresses this outcome in the form of money, as real-
1sed money capital, does not derive from its being the money form of
capital, money capital, but on the contrary from its being money capi-
tal, capital in the form of money, from capital having opened the
process in this form, from its having been advanced in the money
form. Its reconversion into the money form is, as we have seen, a func-
tion of commodity capital C’, not of money capital. As for the differ-
ence between M” and M, it (m) is simply the money form of c, the in-
crementof C. M"is = toM + monly because C"was = toC + ¢. InC”
therefore this difference and the relation of the capital value to the
surplus value generated by it is present and expressed before both of
them are transformed into M’, into a sum of money in which both
parts of the value come face to face with each other independently
and may, therefore, be employed in separate and disfinct functions.

M’ is only the result of the realisation of G’. Both M” and (" are
merely different forms of self-expanded capital value, one of them the
commodity form, the other the money form. Both of them have this in
common: that they are self-expanded capital value. Both of them are
realised capital, because capital value as such exists here together
with the surplus value, the fruit obtained through it and differing
from it although this relation is expressed only in the irrational form
of the relation between two parts of a sum of money or of a com-
modity value. But as expressions of capital in relation and contradistinc-
tion to the surplus value produced by it, hence as expressions of self-
expanded value, M” and (7 are the same and express the same thing,
only in different forms. They do not differ as money capital and com-
modity capital but as money and commodities. In so far as they rep-
resent self-expanded value, capital acting as capital, they only express
the result of the functioning of productive capital, the only function in
which capital value generates value. What they have in common is
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that both of them, money capital as well as commodity capital, are
modes of existence of capital. The one is capital in money form, the
other in commodity form. The specific functions that distinguish
them cannot therefore be anything else but differences between the
functions of money and of commodities. Commodity capital, as the
direct product of the capitalist process of production, is reminiscent of
its origin and is therefore more rational and less incomprehensible in
form than money capital, in which every trace of this process has
vanished, as in general all special use forms of commodities disappear in
money. It is therefore only when M’ itself functions as commodity
capital, when it is the direct product of a productive process instead of
being the converted form of this product, that it loses its bizarre form,
that is to say, in the production of the money material itself. In the
production of gold for instance the formula would be M—C <\
. P M (M + m), where M” would figure as a commodity product,
because P furnishes more gold than was advanced for the elements of
production of the gold in the first M, the money capital. In this case
the irrational nature of the expression M ... M” (M + m) disappears.
Here a part of a sum of money appears as the mother of another part
of the same sum of money.

IV. THE CIRCUIT AS A WHOLE

We have seen that the process of circulation is interrupted at the
end of its first phase, M— C<\jp, by P, in which the commodities
L and MP bought in the market are consumed as the material and
value components of productive capital. The product of this con-
sumption is a new commodity, (7, altered in respect of substance and
value. The interrupted process of circulation, M — C, must be com-
pleted by CG-— M. But the bearer of this second and concluding phase
of circulation is €, a commodity different in substance and value from
the original C. The circulation series therefore appears as 1) M—G;;
2) C',— M’, where in the second phase of the first commodity, C,,
another commodity of greater value and different use form, C7,, is sub-
stituted during the interruption caused by the functioning of P, the
production of C” from the elements of C, the forms of existence of pro-
ductive capital P. However, the first form of appearance in which
capital faced us (Buch I, Kap. IV, 1) M — C— M’ (extended: 1) M—

* English edition: Vol. I, Ch. TV {present edition, Vol. 35).
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Cy; 2) G,— M) shows the same commodity twice. Both times it is the
same commodity into which money is transformed in the first phase
and reconverted into more money in the second phase. In spite of this
essential difference, both circulations share this much: that in their
first phase money is transformed into commodities, and in the second
commodities into money, that the money spent in the first phase re-
turns in the second. On the one hand both have in common this re-
flux of the money to its starting-point, on the other hand also the ex-
cess of the returning money over the money advanced. To that extent
the formula M—C ... ¢— M’ is contained in the general formula
M—C—-M".

It follows furthermore that each time equally great quantities of si-
multaneously existing values face and replace each other in the two
metamorphoses M -— C and C'— M’ belonging in circulation. The
change of value pertains exclusively to the metamorphosis P, the pro-
cess of production, which thus appears as a real metamorphosis of
capital, as compared with the merely formal metamorphoses of circula-
tion.

Let us now consider the total movement, M—C ... P ... C"—M’,
or, M—C<lp ... P ... € (C+c)—M (M + m), its more expand-
ed form. Capital here appears as a value which goes through a series
of interconnected, interdependent transformations, a series of meta-
morphoses which form just as many phases, or stages, of the process as
a whole. Two of these phases belong in the sphere of circulation, one
of them in that of production. In each one of these phases capital
value has a different form for which there is a correspondingly dif-
ferent, special function. Within this movement the advanced value does
not only preserve itself but grows, increases in magnitude. Finally, in
the concluding stage, it returns to the same form which it had at the
beginning of the process as a whole. This process as a whole constitutes
therefore the process of moving in circuits.

The two forms assumed by capital value at the various stages of its
circulation are those of money capital and commodity capital. The form
pertaining to the stage of production is that of productive capital. The
capital which assumes these forms in the course of its total circuit and
then discards them and in each of them performs the function corres-
ponding to the particular form, is industrial capital, industrial here in
the sense that it comprises every branch of industry run on a capitalist
basis.

Money capital, commodity capital, and productive capital do not
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therefore designate independent kinds of capital whose functions
form the content of likewise independent branches of business separ-
ated from one another. They denote here only special functional forms
of industrial capital, which assumes all three of them one after the
other.

Capital describes its circuit normally only so long as its various
phases pass uninterruptedly into one another. If capital stops short in
its first phase M—C, money capital assumes the rigid form of a
hoard; if it stops in the phase of production, the means of production lie
without functioning on the one side, while labour power remains un-
employed on the other; and if capital is stopped short in its last phase
" — M, piles of unsold commeodities accumulate and clog the flow of
circulation.

However, it is in the nature of things that the circuit itself necessi-
tates the fixation of capital for certain lengths of time in its various
phases. In each of its phases industrial capital is tied up with a defi-
nite form: money capital, productive capital, commodity capital. It
does not acquire the form in which it may enter a new transformation
phase until it has performed the function corresponding to each par-
ticular form. To make this plain, we have assumed in our illustration
that the capital value of the quantity of commodities created at the
stage of production is equal to the total sum of the value originally
advanced in the form of money; or, in other words, that the entire
capital value advanced in the form of money passes on in bulk from one
stage to the next. But we have seen (Buch I, Kap. VI)® that a part of
the constant capital, the labour instruments proper (e.g., machine-
ry), continually serve anew, with more or less numerous repetitions of
the same processes of production, hence transfer their values piece-
meal to the products. It will be seen later to what extent this circum-
stance modifies the circular movement of capital. For the present the
following suffices: In our illustration the value of the productive capi-
tal amounting to £ 422 contained only the average wear and tear of
factory buildings, machinery, etc., that is to say only that part of
value which they transferred to the yarn in the transformation of
10,600 Ibs of cotton into 10,000 lbs of yarn, which represented the
product of one week’s spinning of 60 hours. In the means of produc-
tion, into which the advanced constant capital of £ 372 was trans-
formed, the instruments of labour, buildings, machinery, etc., figured as

* English edition: Vol. I, Ch. VIII (present edition, Vol. 35).
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if they had only been rented in the market at a weekly rate. But this
does not change the gist of the matter in any way. We have but to
multiply the quantity of yarn produced in one week, i.e., 10,000 lbs
of yarn, by the number of weeks contained in a certain number of
years, in order to transfer to the yarn the entire value of the instru-
ments of labour bought and consumed during this period. It is then
plain that the advanced money capital must first be transformed into
these instruments, hence must have gone through the first phase M —
C before it can function as productive capital P. And it is likewise
plain in our illustration that the capital value of £ 422, embodied in
the yarn during the process of production, cannot become a part of
the value of the 10,000 lbs of yarn and enter the circulation phase
C’— M’ until it is ready. It cannot be sold until it has been spun.

In the general formula the product of P is regarded as a material
thing different from the elements of the productive capital, as an ob-
ject existing apart from the process of production and having a use
form different from that of the elements of production. This is always
the case when the result of the productive process assumes the form of
a thing, even when a part of the product re-enters the resumed produc-
tion as one of its elements. Grain for instance serves as seed for its own
production, but the product consists only of grain and hence has
a shape different from those of related elements such as labour power,
implements, fertiliser. But there are certain independent branches of
industry in which the product of the productive process is not a new
material product, is not a commodity. Among these only the commu-
nications industry, whether engaged in transportation proper, of
goods and passengers, or in the mere transmission of communications,
letters, telegrams, etc., is economically important.

A. Chuprov® says on this score:

“The manufacturer may first produce articles and then look for consumers”.

{/his product, thrust out of the process of production when finished,
passes into circulation as a commodity separated from it//.

“Production and consumption thus appear as two acts separated in space and time.
In the transportation industry, which does not create any new products but merely
transfers men and things, these two acts coincide; its services” //change of place// “are
consumed the moment they are produced. For this reason the area within which rail-
ways can sell their services extends at best 50 versts” (53 kilometres) “‘on either side of
their tracks.” '®

The result, whether men or goods are transported, is a change in

o A. Cuprov: Zeleznodoroznaje chozjajstvo, Moskva, 1875, pp. 69, 70.
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their whereabouts. Yarn, for instance, may now be in India instead of
in England, where it was produced.

However, what the transportation industry sells is change of loca-
tion. The useful effect is inseparably connected with the process of
transportation, i. ¢., the productive process of the transport industry.
Men and goods travel together with the means of transportation, and
this travelling, this locomotion, constitutes the process of production
effected by these means. The useful effect can be consumed only dur-
ing this process of production. It does not exist as a utility different
from this process, a use thing which does not function as an article of
commerce, does not circulate as a commodity, until after it has been
produced. But the exchange value of this useful effect is determined,
like that of any other commodity, by the value of the elements of pro-
duction (labour power and means of production) consumed in it plus
the surplus value created by the surplus labour of the labourers em-
ployed in transportation. This useful effect also entertains the very
same relations to consumption that other commodities do. If it is con-
sumed individually its value disappears during its consumption; if it is
consumed productively so as to constitute by itself a stage in the pro-
duction of the commodities being transported, its value is transferred
as an additional value to the commodity itself. The formula for the
transport industry would therefore be M— C <, ... P—M’, since
it is the process of production itself that is paid for and consumed, not
a product separate and distinct from it. Hence this formula has al-
most the same form as that of the production of precious metals, the
only difference being that in this case M’ represents the converted
form of the useful effect created during the process of production, and
not the bodily form of the gold or silver produced in this process and
extruded from it.

Industrial capital is the only mode of existence of capital in which
not only the appropriation of surplus value, or surplus product, but
simultaneously its creation is a function of capital. Therefore with it
the capitalist character of production is a necessity. Its existence im-
plies the class antagonism between capitalists and wage labourers. To
the extent that it seizes control of social production, the technique
and social organisation of the labour process are revolutionised and
with them the economico-historical type of society. The other kinds of
capital, which appeared before industrial capital amid conditions of
social production that have receded into the past or are now suc-
cumbing, are not only subordinated to it and the mechanism of their
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functions altered in conformity with it, but move solely with it as their
basis, hence live and die, stand and fall with this basis. Money capital
and commodity capital, so far as they function as vehicles of particu-
lar branches of business, side by side with industrial capital, are noth-
ing but modes of existence of the different functional forms now as-
sumed, now discarded by industrial capital in the sphere of circula-
tion — modes which, due to social division of labour, have attained
independent existence and been developed one-sidedly.

The circuit M ... M’ on the one hand intermingles with the general
circulation of commodities, proceeds from it and flows back into it, is
a part of it. On the other hand it forms an independent movement of
the capital value for the individual capitalist, a movement of its own
which takes place partly within the general circulation of commodi-
ties, partly outside of it, but which always preserves its independent
character. First, because its two phases that take place in the sphere
of circulation, M — C and C’— M’, being phases of the movement of
capital, have functionally definite characters. In M — G, C is mate-
rially determined as labour power and means of production; in C'—
M, the capital value is realised plus the surplus value. Secondly, be-
cause P, the process of production, embraces productive consump-
tion. Thirdly, because the return of the money to its starting-point
makes of the movement M ... M’ a circuit complete in itself.

Every individual capital is therefore, on the one hand, in its two
circulation halves M — C and C"— M/, an agent of the general circu-
lation of commodities, in which it either functions or lies concate-
nated as money or as a commodity, thus forming a link in the general
chain of metamorphoses taking place in the world of commodities. On
the other hand it describes within the general circulation its own in-
dependent circuit in which the sphere of production forms a transi-
tional stage and in which this capital returns to its starting-point in
the same form in which it left that point. Within its own circuit,
which includes its real metamorphosis in the process of production, it
changes at the same time the magnitude of its value. It returns not
simply as money value, but as augmented, increased money value.

Let us finally consider M—C ... P ... C"— M as a special form of
the circular course of capital, alongside the other forms which we
shall analyse later. We shall find that it is distinguished by the follow-
ing features:

1. It appears as the circuit of money capital, because industrial capi-
tal in its money form, as money capital, forms the starting-point and
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the point of return of its total process. The formula itself expresses the
fact that the money is not expended here as money but is merely ad-
vanced, hence is merely the money form of capital, money capital. It
expresses furthermore that exchange value, not use value, is the de-
termining aim of this movement. Just because the money form of
value is the independent, tangible form in which value appears, the
form of circulation M ... M’ the initial and terminal points of which
are real money, expresses most graphically the compelling motive of
capitalist production— money-making. The process of production
appears merely as an unavoidable intermediate link, as a necessary
evil for the sake of money-making. //All nations with a capitalist
mode of production are therefore seized periodically by a feverish at-
tempt to make money without the intervention of the process of pro-
duction.//

2. The stage of production, the function of P, represents in this cir-
cuit an interruption between the two phases of circulation M —-C ...
C’— M, which in its turn represents only the intermediate link in the
simple circulation M — C— M. The process of production appears in
the form of a circuit-describing process, formally and explicitly as
that which it is in the capitalist mode of production, as a mere means
of expanding the advanced value, hence enrichment as such as the
purpose of production.

3. Since the series of phases is opened by M — C, the second link of
the circulation is C"— M". In other words, the starting-point is M, the
money capital that is to be self-expanded; the terminal point is M, the
self-expanded money capital M 4+ m, in which M figures as realised
capital along with its offspring m. This distinguishes the circuit of
M from that of the two other circuits P and C’, and does so in .two
ways. On the one hand by the money form of the two extremes. And
money is the independent, tangible form of existence of value, the
value of the product in its independent value form, in which every
trace of the use value of the commodities has been extinguished. On
the other hand the form P ... P does not necessarily become P ... P’
(P + p), and in the form C’ ... C’ no difference whatever in value is
visible between the two extremes.— It is, therefore, characteristic of the
formula M — M’ that for one thing capital value is its starting-point
and expanded capital value its point of return, so that the advance of
capital value appears as the means and expanded capital value as the
end of the entire operation; and that for another thing this relation is
expressed in money form, in the independent value form, hence
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money capital as money begetting money. The generation of surplus
value by value is not only expressed as the Alpha and Omega of the
process, but explicitly in the form of glittering money.

4. Since M’, the money capital realised as a result of C"— M’, the
complementary and concluding phase of M — C, has absolutely the
same form as that in which it began its first circuit, it can, as soon as it
emerges from the latter, begin the same circuit over again as an in-
creased (accumulated) money capital: M” = M + m. And at least it is
not expressed in the form M ... M that, in the repetition of the circuit,
the circulation of m separates from that of M. Considered in its one-
time form, formally, the circuit of money capital expresses therefore
simply the process of self-expansion and of accumulation. Consump-
tion is expressed in it only as productive consumption, by M—
C <\p, and it is only this consumption that is included in this cir-
cuit of individual capital. M — L is L—M or C—M on the part of
the labourer. It is therefore the first phase of circulation which brings
about his individual consumption, thus: L-—M — C (means of sub-
sistence). The second phase, M — C, no longer falls within the circuit
of individual capital, but is initiated and premised by it, since the la-
bourer must above all live, hence maintain himself by individual con-
sumption, in order to be always in the market as material that the
capitalist can exploit. But this consumption itself is here only assumed
as a condition for the productive consumption of labour power by
capital, hence only to the extent that the worker maintains and repro-
duces himself as labour power by means of his individual consump-
tion. However the MP, the commodities proper which enter into the
circuit of capital, are nutriment for the productive consumption only.
The act L — M promotes the individual consumption of the labourer,
the transformation of the means of subsistence into his flesh and
blood. True, the capitalist must also be there, must also live and con-
sume to be able to perform the function of a capitalist. To this end, he
has, indeed, to consume only as much as the labourer, and that is all
this form of the circulation process presupposes. But even this is not
formally expressed, since the formula concludes with M, i. e., a result
which can at once resume its function of money capital, now aug-
mented.

C’— M’ directly contains the sale of C; but C’— M’ a sale on the one
part, is M— C, a purchase, on the other part, and in the last analysis
a commodity is bought only for its use value, in order to enter (leav-
ing intermediate sales out of consideration) the process of consump-
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tion, whether this is individual or productive, according to the nature
of the article bought. But this consumption does not enter the circuit
of individual capital, the product of which is C’". This product is elimi-
nated from the circuit precisely because it is a commodity for sale. C
is expressly designed for consumption by others than the producer.
Thus we find that certain exponents of the mercantile system®
(which is based on the formula M—C ... P ... C’— M) deliver lengthy
sermons to the effect that the individual capitalist should consume
only as much as the labourer, that the nation of capitalists should
leave the consumption of their own commodities, and the consump-
tion process in general, to the other, less intelligent nations but that
they themselves should make productive consumption their life’s task.
These sermons frequently remind one in form and content of ana-
logous ascetic expostulations of the fathers of the church.

Capital’s movement in circuits is therefore the unity of circulation
and production; it includes both. Since the two phases M — C and
€’ — M’ are acts of circulation, the circulation of capital is a part of
the general circulation of commodities. But as functionally they are
definite sections, stages in capital’s circuit, which pertains not only to
the sphere of circulation but also to that of production, capital goes
through its own circuit in the general circulation of commodities. The
general circulation of commodities serves capital in the first stage as
a means of assuming that shape in which it can perform the function
of productive capital; in the second stage it serves to strip off the com-
modity function in which capital cannot renew its circuit; at the same
time it opens up to capital the possibility of separating its own circuit
from the circulation of the surplus value that accrued to it.

The circuit of money capital is therefore the most one-sided, and
thus the most striking and typical form in which the circuit of indus-
trial capital appears, the capital whose aim and compelling motive —
the self-expansion of value, the making of money, and accumula-
tion —is thus conspicuously revealed (buying to sell dearer). Owing
to the fact that the first phase is M —C it is also revealed that the
constituents of productive capital originate in the commodity market,
and in general that the capitalist process of production depends on
circulation, on commerce. The circuit of money capital is not merely
the production of commodities; it is itself possible only through circu-
lation and presupposes it. This is plain, if only from the fact that the
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form M belonging in circulation appears as the first and pure form of
advanced capital value, which is not the case in the other two circuit
forms.

The circuit of money capital always remains the general expression
of industrial capital, in so far as it always includes the self-expansion of
the advanced value. In P ... P, the money expression of capital ap-
pears only as the price of the elements of production, hence only as
a value expressed in money of account and is fixed in this form in
bookkeeping.

M ... M’ becomes a special form of the industrial capital circuit in so
far as newly active capital is first advanced in the form of money and
then withdrawn in the same form, either in passing from one branch
of business to another or in retiring industrial capital from a business.
This includes the functioning as capital of the surplus value first ad-
vanced in the form of money, and becomes most evident when sur-
plus value functions in some other business than the one in which it
originated. M ... M" may be the first circuit of a certain capital; it may
be the last; it may be regarded as the form of the total social capital; it
is the form of capital that is newly invested, either as capital newly ac-
cumulated in the form of money, or as some old capital which is en-
tirely transformed into money for the purpose of transfer from one
branch of industry to another.

Being a form always contained in all circuits, money capital per-
forms this circuit [M ... M’} precisely for that part of capital which
produces surplus value, viz., variable capital. The normal form of ad-
vancing wages is payment in money; this process must be renewed in
comparatively short intervals, because the labourer lives from hand
to mouth. The capitalist must therefore always confront the labourer
as money capitalist, and his capital as money capital. There can be
no direct or indirect balancing of accounts in this case such as we find
in the purchase of means of production and in the sale of produced
commodities (so that the greater part of the money capital actually
figures only in the form of commodities, money only in the form of
money of account and finally in cash only in the balancing of ac-
counts). On the other hand, a part of the surplus value arising out of
variable capital is spent by the capitalist for his individual consump-
tion, which pertains to the retail trade and, however circuitous the
route may be, this part is always spent in cash, in the money form of
surplus value. It does not matter how large or small this part of sur-
plus value is. Variable capital always appears anew as money capital



68 Part I.— The Metamorphoses of Capital and Their Circuits

invested in wages (M —L) and m as surplus value spent to defray the
cost of the individual consumption of the capitalist. Hence M, ad-
vanced variable capital value, and m, its increment, are necessarily
held in the form of money to be spent in this form.

TheformulaM —C...P...C"— M’, withitsresult M’ = M + m,is
deceptive in form, is illusory in character, owing to the existence of
the advanced and self-expanded value in its equivalent form, money.
The emphasis is not on the self-expansion of value but on the money
Jorm of this process, on the fact that more value in money form is
finally drawn out of the circulation than was originally advanced to it;
hence on the multiplication of the mass of gold and silver belonging
to the capitalist. The so-called monetary system !7 is merely an ex-
pression of the irrational form M— C— M’ a movement which takes
place exclusively in circulation and therefore can explain the two
acts: 1) M—C, 2) C—M" in no other way than as a sale of G above
its value in the second act and therefore as G drawing more money
out of the circulation than was put into it by its purchase. On the
otherhand M—C ... P ... C"— M, fixed as the exclusive form, consti-
tutes the basis of the more highly developed mercantile system, in
which not only the circulation of commodities but also their produc-
tion appears as a necessary element.

The illusory character of M— C ... P... ¢’— M and the correspond-
ingly illusory interpretation exists whenever this form is fixed as oc-
curring once, not as fluent and ever renewed; hence whenever this
form is considered not as one of the forms of the circuit but as its ex-
clusive form. But it itself points toward other forms.

In the first place this entire circuit is premised on the capitalist
character of the process of production, and therefore presupposes this
process together with the specific social conditions brought about by
it as the basis. M—C=M—C <p; but M—L assumes the
existence of the wage labourer, and hence the means of production as
part of productive capital. It assumes therefore that the process of la-
bour and self-expansion, the process of production, is a function of
capital.

In the second place, if M ... M’ is repeated, the return to the money
form appears just as evanescent as the money form in the first stage.
M — C disappears to make room for P. The constantly recurrent ad-
vance in the form of money and its constant return in the form of
money appear merely as fleeting moments in the circuit.

In the third place
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Beginning with the first repetition of the circuit, the circuit P ...
C'—M’". M —C ... P appears before the second circuit of M is complet-
ed, and all subsequent circuits may thus be considered under the
formof P ... C’—M —C ... P, so that M—C, being the first phase of
the first circuit, is merely the passing preparation for the constantly
repeated circuit of the productive capital. And this indeed is so in the
case of industrial capital invested for the first time in the form of
money capital.

On the other hand before the second circuit of P is completed, the
first circuit, that of commodity capital, ¢’ —M’". M —C...P... C’ (ab-
ridged C'... C) has already been made. Thus the first form already
contains the other two, and the money form thus disappears, so far as
it is not merely an expression of value but an expression of value in
the equivalent form, in money. "

Finally, if we consider some newly invested individual capital de-
scribing for the first time the circuit M—C ... P ... C"—M’, then M —
C is the preparatory phase, the forerunner of the first process of pro-
duction gone through by this individual capital. This phase M—C is
consequently not presupposed but rather called for or necessitated by
the process of production. But this applies only to this individual
capital. The general form of the circuit of industrial capital is the circuit
of money capital, in so far as the capitalist mode of production is
taken for granted, hence in social conditions determined by capitalist
production. Therefore the capitalist process of production is assumed
as a prius,” if not in the first circuit of the money capital of a newly in-
vested industrial capital, then outside of it. The continuous existence
of this process of production presupposes the constantly renewed cir-
cuit P ... P. Even in the first stage, M — C <};, this premise plays
a part, for this assumes on the one hand the existence of the class of
wage labourers; and then, on the other, that which is M — C, the first
stage, for the buyer of means of production, is C'— M for their seller;
hence C’ presupposes commodity capital, and thus the commodities
themselves as a result of capitalist production, and thereby the func-
tion of productive capital.

* a precondition
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Chapter II
THE CIRCUIT OF PRODUCTIVE CAPITAL

The circuit of productive capital has the general formula P ... €' —
M’—C ... P. It signifies the periodical renewal of the functioning of
productive capital, hence its reproduction, or its process of produc-
tion as a process of reproduction aiming at the self-expansion of
value; not only production but a periodical reproduction of surplus
value; the function of industrial capital in its productive form, and
this function performed not once but periodically repeated, so that
the renewal is determined by the starting-point. A portion of C” may
(in certain cases, in various branches of investment of industrial capi-
tal) re-enter directly as means of production into the same labour
process out of which it came in the shape of a commodity. This mere-
ly saves the transformation of the value of this portion into real
money or token money or else the commodity finds an independent
expression only as money of account. This part of value does not enter
into the circulation. Thus values enter into the process of production
which do not enter into the process of circulation. The same is true of
that part of C” which is consumed by the capitalist in natura as part of
the surplus product. But this is insignificant for capitalist production.
It deserves consideration, if at all, only in agriculture.

Two things are at once strikingly apparent in this form.

For one thing, while in the first form, M ... M’, the process of pro-
duction, the function of P, interrupts the circulation of money capital
and acts only as a mediator between its two phases M — G and C'—
M’, here the entire circulation process of industrial capital, its entire
movement within the phase of circulation, constitutes only an inter-
ruption and consequently only the connecting link between the pro-
ductive capital, which as the first extreme opens the circuit, and that
which closes it as the other extreme in the same form, hence in the
form in which it starts again. Circulation proper appears but as an in-
strument promoting the periodically renewed reproduction, rendered
continuous by the renewal.

For another thing, the entire circulation presents itself in a form
which is the opposite of that which it has in the circuit of money capi-
tal. There it was: M—C—M (M —C. C-— M), apart from the de-
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termination of value; here it is, again apart from the value determina-
tion: C—M —C (C—M. M —C), i. e, the form of the simple circu-
lation of commodities.

I. SIMPLE REPRODUCTION

Let us first consider the process C'— M’ — C, which takes place in
the sphere of circulation between the two extremes P ... P.

The starting-point of this circulation is commodity capital:
€ = C + ¢ = P + c. The function of commodity capital C'— M’ (the
realisation of the capital value contained in it = P, which now exists
as the constituent part G of C’, as well as of the surplus value con-
tained in it, which exists as a constituent part of the same quantity of
commodities and has the value ¢} was examined in the first form of
the circuit. But there this function formed the second phase of the
interrupted circulation and the concluding phase of the entire circuit.
Here it forms the second phase of the circuit but the first phase of the
circulation. The first circuit ends with M’, and since M” as well as the
original M can again open the second circuit as money capital, it was
not necessary at first to see whether M and m (surplus value) con-
tained in M’ continue in their course together or whether each of them
pursues its own course. This would only have become necessary if we
had followed up further the first circuit in its renewed course. But this
point must be decided in the circuit of the productive capital, because
the determination of its very first circuit depends on it and because
C’— M’ appears in it as the first phase of the circulation, which has to
be complemented by M — C. It depends on this decision whether the
formula represents simple reproduction or reproduction on an extend-
ed scale. The character of the circuit changes according to the deci-
sion made.

Let us, then, consider first the simple reproduction of productive
capital, assuming that, as in the first chapter, conditions remain con-
stant and that commodities are bought and sold at their values. On
this assumption the entire surplus value enters into the individual
consumption of the capitalist. As soon as the transformation of the
commodity capital " into money has taken place, that part of the
money which represents the capital value continues to circulate in the
circuit of industrial capital; the other part, which is surplus value
changed into money, enters into the general circulation of commodi-
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ties, constitutes a circulation of money emanating from the capitalist
but taking place outside of the circulation of his individual capital.

In our illustration we had a commodity capital C” of 10,000 lbs of
yarn, valued at £ 500; £ 422 of this represent the value of the produc-
tive capital and continue, as the money form of 8,440 lbs of yarn, the
capital circulation begun by C’, while the surplus value of £ 78, the
money form of 1,560 lbs of yarn, the excess of the commodity prod-
uct, leaves this circulation and describes a separate course within
the general circulation of commodities.

c\ — M\ —C <t
MP
cl+]l—wm I+
C — m;/, —¢C

m— ¢ represents a series of purchases by means of money which
the capitalist spends either for commodities proper or for personal
services to his cherished self or family. These purchases are made
piecemeal at various times. The money therefore exists temporarily in
the form of a supply, or hoard, destined for current consumption,
since money whose circulation has been interrupted assumes the form
of a hoard. Its function as a medium of circulation, which includes its
transient form of a hoard, does not enter the circulation of capital in
its money form M. This money is not advanced but spent.

We have assumed that the total advanced capital always passes
wholly from one of its phases to the other; and so here too we assume
that the commodities produced by P represent the total value of the
productive capital P = £ 422 4+ £ 78 of surplus value creatéd in the
process of production. In our illustration, which deals with a discrete
commodity, the surplus value exists in the form of 1,560 lbs of yarn; if
computed on the basis of one pound of yarn, it would exist in the form
of 2.496 ounces of yarn. But if the commodity were for instance
a machine valued at £ 500 and having the same value composition,
one part of the value of this machine, = £ 78, would be surplus value,
but these £ 78 would exist only in the machine as a whole. This
machine cannot be divided into capital value and surplus value with-
out breaking it to pieces and thus destroying its value together with
its use value. For this reason the two value components can be repre-
sented only ideally as components of the commodity, not as indepen-
dent elements of the commodity C’, like any pound of yarn, which
represents a separable independent element of the 10,000 lbs of com-
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modity. In the first case the aggregate commodity, the commodity
capital, the machine, must be sold in its entirety before m can enter
upon its separate circulation. On the other hand when the capitalist
has sold 8,440 lbs, the sale of the remaining 1,560 lbs would represent
a wholly separate circulation of the surplus value in the form of
¢ (1,560 lbs of yarn) —m (£ 78) —c (articles of consumption). But
the elements of value of each individual portion of the 10,000 lbs of
yarn, the product, can be represented by parts of the product as well
as by the total product. Just as the latter, 10,000 lbs of yarn, can be
divided into the value of the constant capital (c), 7,440 lbs of yarn
worth £ 372, variable capital value (v) of 1,000 lbs of yarn worth
£ 50, and surplus value (s) of 1,560 Ibs of yarn worth £ 78, so every
pound of yarn may be divided into ¢ = to 11.904 ounces worth 8.928
d., v=to 1.600 ounces of yarn worth 1.200 d., and s = to 2.496
ounces of yarn worth 1.872 d. The capitalist might also sell various por-
tions of the 10,000 lbs of yarn successively and successively consume
the successive portions of the surplus value elements contained in
them, thus realising, also successively, the sum of ¢ 4+ v. But in the fi-
nal analysis this operation likewise premises the sale of the entire lot of
10,000 Ibs, that therefore the value of c and v will be replaced by the
sale of 8,440 lbs (Buch I, Kap. VII, 2%}

However that may be, by means of C'— M’ both the capital value
and surplus value contained in C” acquire a separable existence, the
existence of different sums of money. In both cases M and m are
really a converted form of the value which originally in C” had only
a peculiar, an ideal expression as the price of the commodity.

c— m—c represents the simple circulation of commodities, the
first phase of which, c—m, is included in the circulation of eommod-
ity capital, C'— M, i.e., included in the circuit of capital; its com-
plementary phase m— c falls, on the contrary, outside of this circuit,
being a separate act in the general circulation of commodities. The
circulation of C and c, of capital value and surplus value, splits after
the transformation of G’ into M’, Hence it follows:

First, while the commodity capital is realised by C —
M’ = C"— (M + m), the movement of capital value and surplus
value, which in C"—M" is still united and carried on by the same
quantity of commodities, becomes separable, both of them henceforth
possessing independent forms as separate sums of money.

* English edition: Vol. I, Ch. IX, 2 (present edition, Vol. 35).



74 Part I.—The Metamorphoses of Capital and Their Circuits

Secondly, if this separation takes place, m being spent as the rev-
enue of the capitalist, while M as a functional form of capital value
continues its course determined by the circuit, the first act, ¢’ —M’, in
connection with the subsequent acts, M — C and m— c, may be rep-
resented as the two different circulations C—M —C and c—m—c;
and both of these series, so far as their general form is concerned, be-
long in the usual circulation of commodities.

By the way, in the case of continuous, indivisible commodities, it is
a matter of practice to isolate the value constituents ideally. For in-
stance in the London building business, which is carried on mainly on
credit, the building contractor receives advances in accordance with
the stage of construction reached. None of these stages is a house, but
only a really existing constituent part of an inchoate future house;
hence, in spite of its reality, it is but an ideal fraction of the entire
house, but real enough to serve as security for an additional advance
(see on this point Chapter XII below?).

Thirdly, if the movement of capital value and surplus value, which
still proceeds unitedly in C and M, is separated only in part (a por-
tion of the surplus value not being spent as revenue) or not at all,
a change takes place in the capital value itself within its circuit, before
it is completed. In our illustration the value of the productive capital
was equal to £ 422. If that capital continues M—C, as, say, £ 480 or
£ 500, then it strides through the latter stages of its circuit with an in-
crease of £ 58 or £ 78 over its initial value. This may also go hand in
hand with a change in the composition of its value.

C’— M, the second stage of the circulation and the final stage of
circuit I (M ... M’), is the second stage in our circuit and the first in
the circulation of commodities. So far as the circulation is concerned,
it must be complemented by M”— C’. But not only has C"— M the
process of self-expansion already behind it (in this case the function of
P, the first stage), but its result, the commodity C’, has already been
realised. The process of the self-expansion of capital and the realisa-
tion of the commodities representing the expanded capital value are
therefore completed in C'—M".

And so we have premised simple reproduction, i. e., that m —c sep-
arates entirely from M — C. Since both circulations, c-—m—c as
well as C— M — C, belong in the circulation of commodities, so far
as their general form is concerned (and for this reason do not show

* See this volume, pp. 235-36.
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any value differences in their extremes), it is easy to conceive the proc-
ess of capitalist production, after the manner of vulgar economy, as
a mere production of commodities, of use values designed for con-
sumption of some sort, which the capitalist produces for no other pur-
pose than that of getting in their place commodities with different use
values, or of exchanging them for such, as vulgar economy erro-
neously states.

C” acts from the very outset as commodity capital, and the purpose
of the entire process, enrichment (the production of surplus value),
does not by any means exclude increasing consumption on the part of
the capitalist as his surplus value (and hence his capital) increases; on
the contrary, it emphatically includes it.

Indeed, in the circulation of the revenue of the capitalist, the pro-
duced commodity ¢ (or the fraction of the produced commodity C’
ideally corresponding to it) serves only to transform it, first into
money, and from money into a number of other commodities serving
private consumption. But we must not, at this point, overlook the tri-
fling circumstance that ¢ is commodity value which did not cost the
capitalist anything, an incarnation of surplus labour, for which rea-
son it originally stepped on the stage as a component part of commod-
ity capital C”. This c is, by the very nature of its existence, bound to
the circuit of capital value in process, and if this tircuit begins to
stagnate or is otherwise disturbed, not only is the consumption of ¢ re-
stricted or entirely arrested, but also the disposal of that series of com-
modities which serve to replace c. The same is true when C’— M’ ends
in failure, or only a part of ¢’ can be sold.

We have seen that c—m —c, representing the circulation of the
revenue of the capitalist, enters into the circulation of capital only so
long as c is a part of the value of C’, of capital in its functional form of
commodity capital; but, as soon as it acquires independence through
m-—c, hence throughout the form ¢—m —c, the circulation of that
revenue does not enter into the movement of the capital advanced by
the capitalist, although it stems from it. This circulation is connected
with the movement of advanced capital inasmuch as the existence of
capital presupposes the existence of the capitalist, and his existence is
conditioned on his consuming surplus value.

Within the general circulation C’, for example yarn, functions only
as a commodity; but as an element in the circulation of capital it per-
forms the function of commodity capital, a form which capital value al-
ternately assumes and discards. After the sale of the yarn to a merch-
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ant, it is extruded out of the circular movement of the capital whose
product it is, but nevertheless, as a commodity, it moves always in the
sphere of the general circulation. The circulation of one and the same
mass of commodities continues, in spite of the fact that it has ceased to
be a phase in the independent circuit of the spinner’s capital. Hence
the real definitive metamorphosis of the mass of commodities thrown
into circulation by the capitalist, GC—M, their final exit into con-
sumption may be completely separated in time and space from that
metamorphosis in which this mass of commodities functions as his
commodity capital. The same metamorphosis which has been accom-
plished in the circulation of capital still remains to be accomplished in
the sphere of the general circulation.

This state of things is not changed a bit if this yarn enters the cir-
cuit of some other industrial capital. The general circulation com-
prises as much the intertwining of the circuits of the various indepen-
dent fractions of social capital, i. e., the totality of the individual capi-
tals, as the circulation of those values which are not thrown on the
market as capital but enter into individual consumption.

The relation between a circuit of capital forming part of a general
circulation and a circuit forming links in an independent circuit is
shown further on when we examine the circulation of M" = M + m.
M as money capital continues capital’s circuit; m, being spent as
revenue (m—c), enters into the general circulation, but comes flying
out of the circuit of capital. Only that part enters the latter circuit
which performs the function of additional money capital. In ¢—
m— c money serves only as coin; the object of this circulation is the
individual consumption of the capitalist. It is typical of the idiocy of
vulgar economy that it gives out this circulation, which does not enter
into the circuit of capital — the circulation of that part of the value
produced which is consumed as revenue—as the characteristic cir-
cuit of capital.

In the second phase, M — C, the capital value M = P (the value of
the productive capital that at this point opens the circuit of industrial
capital) is again present, delivered of its surplus value, therefore hav-
ing the same magnitude of value as it had in the first stage of the cir-
cuit of money capital M — C. In spite of the difference in place the
function of the money capital into which the commodity capital has
now been transformed is the same: its transformation into MP and L,
into means of production and labour power.

In the functioning of commodity capital C'— M’ the capital value,
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simultaneously with c—m, has consequently gone through the phase
C—M and enters now into the complementary phase M—
C <. Its complete circulation is therefore C—M — C < 5p.

First: Money capital M appeared in Form I (circuit M ... M’) as the
original form in which capital value is advanced; it appears here from
the outset as a part of that sum of money into which commodity capi-
tal transformed itself in the first circulation phase G'— M, therefore
from the outset as the transformation of P, the productive capital,
through the medium of the sale of commodities, into the money form.
Money capital exists here from the outset as that form of capital value
which is neither its original nor its final one, since the phase M —C,
which concludes the phase C—M, can only be performed by again
discarding the money form. Therefore that part of M— C which is at
the same time M — L appears now no longer as a mere advance of
money by the purchase of labour power, but as an advance by means
of which the same 1,000 lbs of yarn, valued at £50, which form a part
of the commodity value created by labour power, are advanced to la-
bour power in the form of money. The money advanced here to the
labourer is only a converted equivalent form of a part of the commo-
dity value produced by himself. And for that reason if no other the act
M —C, so far as it means M —L, is by no means simply a replace-
ment of a commodity in the form of money by a commodity in the use
form, but it includes other elements which are independent of the
general commodity circulation as such.

M’ appears as a converted form of C’, which is itself a product of
a previous function of P, the process of production. The entire sum of
money M’ is therefore a money expression of past labour. In our illus-
tration, 10,000 1lbs of yarn = £500 are the product of the spinning
process. Of this quantity, 7,440 lbs of yarn are = to the advanced
constant capital ¢ = £372; 1,000 lbs of yarn are = to the advanced vari-
able capital v = £50; and 1,560 lbs of yarn = the surplus value
s = £78. If of M’ only the original capital of £422 is again advanced,
other conditions remaining the same, then the labourer is advanced
the following week, in M—L, only a part of the 10,000 lbs of yarn
produced in the given week (the money value of 1,000 lbs of yarn). As
a result of C— M, money is always the expression of past labour. If
the complementary act M — G takes place at once in the commodity
market, 1. e., M is given in return for commodities existing in the mar-
ket, this is again a transformation of past labour, from one form (mon-
ey) into another form (commodities). But M— C differs in the mat-
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ter of time from C— M. They may exceptionally take place at the
same time, for instance when the capitalist who performs M — C and
the capitalist to whom this act means C— M ship their commodities
to each other at the same time and M is used only to square the bal-
ance. The difference in time between the performance of C— M and
M - C may be more or less considerable. Although M, as the result
of C— M, represents past labour, it may, in the act M—C, represent
the converted form of commodities which are not as yet in the mar-
ket, but will be thrown upon it in the future, since M — C need not
take place until C has been produced anew. M may likewise stand for
commodities which are produced simultaneously with the C whose
money expression it is. For instance in the exchange M— C (pur-
chase of means of production) coal may be bought before it has been
mined. In so far as m figures as an accumulation of money, is not
spent as revenue, it may stand for cotton which will not be produced
until the following year. The same holds good on spending the reve-
nue of the capitalist, m—c. It also applies to wages, to L. = to £50.
This money is not only the money form of the past labour of the la-
bourers but at the same time a draft on simultaneous or future labour
which is just being realised or should be realised in the future. The la-
bourer may buy with his wages a coat which will not be made until
the following week. This applies especially to the vast number of
necessary means of subsistence which must be consumed almost as soon
as they have been produced to prevent spoilage. Thus the labourer
receives, in the money which is paid to him as his wages, the convert-
ed form of his own future labour or that of other labourers. By giving
the labourer a part of his past labour, the capitalist gives him a draft
on his own future labour. It is the labourer’s own simultaneous or fu-
ture labour that constitutes the not yet existing supply out of which
he will be paid for his past labour. In this case the idea of hoarding
disappears altogether.?

Secondly: In the circulation C— M C <\p the same money
changes place twice; the capitalist first receives it as a seller and passes
it on as a buyer; the transformation of commodities into the money
form serves only for the purpose of retransforming it from the money
form into the commodity form; the money form of capital, its exist-
ence as money capital, is therefore only a transient phase in this move-
ment; or, so far as the movement is fluent, money capital appears

* Here Marx made the following note in the manuscript (in square brackets): “All this,
however, belongs to the last part of the second book.”



Ch. II.—The Circuit of Productive Capital 79

only as-a medium of circulation when it serves as a means of pur-
chase; it acts as a paying medium proper when capitalists buy from
one another and therefore only have to square accounts.

Thirdly: The function of money capital, whether it is a mere circu-
lating medium or a paying medium, effects only the replacement of
C by L. and MP, i.e., the replacement of the yarn, the commodity
which represents the result of the productive capital (after deducting
the surplus value to be used as revenue), by its elements of produc-
tion, in other words, the retransformation of capital value from its
form as a commodity into the elements that build this commodity. In
the last analysis, the function of money capital promotes only the re-
transformation of commodity capital into productive capital.

In order that the circuit may be completed normally, C" must be
sold at its value and in its entirety. Furthermore, C—M —GC in-
cludes not merely replacement of one commodity by another, but re-
placement with value relations remaining the same. We assume that this
takes place here. As a matter of fact, however, the values of the means
of production vary. It is precisely capitalist production to which con-
tinuous change of value relations is peculiar, if only because of the
ever changing productivity of labour that characterises this mode of
production. This change in the value of the elements of production
will be discussed later on,* and we merely mention it here. The trans-
formation of the elements of production into commodity products, of
Pinto C7, takes place in the sphere of production, while the retransfor-
mation from G into P occurs in the sphere of circulation. It is brought
about by a simple metamorphosis of commodities, but its content is
a phase in the process of reproduction, regarded as a whole. C—
M -— C, being a form of the circulation of capital, involves a function-
ally determined exchange of matter. The transformation C—
M — C requires further that C should be equal to the elements of
production of the commodity quantum C’, and that these elements
should retain their original value relations to one another. It is there-
fore assumed that the commodities are not only bought at their re-
spective values, but also do not undergo any change of value during
the circular movement. Otherwise this process cannot run normally.

In M ... M’, M represents the original form of the capital value,
which is discarded only to be resumed. In P ... C'—M'—C ... P,
M represents a form which is only assumed in the process and which
is discarded before this process is over. The money form appears here

* See Section V of Chapter XV of this volume.
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only as a transient independent form of capital value. Capital in the
form of C’ is just as anxious to assume the money form as it is to dis-
card it in M’, after barely assuming that garb in order again to trans-
form itself into productive capital. So long as it remains in the garb of
money, it does not function as capital and its value does not therefore
expand. The capital lies fallow. M serves here as a circulating me-
dium, but as a circulating medium of capital. * The semblance of in-
dependence which the money form of capital value possesses in the
first form of its circuit (the form of money capital) disappears in this
second form, which thus is a criticism of Form I and reduces it to
merely a special form. If the second metamorphosis, M— C, meets with
any obstacles (for instance if there are no means of production in the
market) the circuit, the flow of the process of reproduction, is interrupt-
ed quite as much as when capital is held fast in the form of commod-
ity capital. But there is this difference: It can remain longer in the
money form than in the transitory form of commodities. It does not
cease to be money, if it does not perform the functions of money capi-
tal; but it does cease to be a commodity, or a use value in general, if it
is delayed too long in the exercise of its function of commodity capi-
tal. Furthermore, in its money form it is capable of assuming another
form in place of'its original one of productive capital, while it cannot
budge at all if held in the form of C".

C’— M’ — C includes acts of circulation only for C” in accordance
with its form, acts which are phases of its reproduction; but the real
reproduction of G, into which C’ transforms itself, is necessary for the
performance of C’—M’— G. This however is conditioned on pro-
cesses of reproduction which lie outside of the process of reproduction
of the individual capital represented by C’.

In Form I the act M—C <}, prepares only the first transfor-
mation of money capital into productive capital; in Form II it pre-
pares the retransformation from commodity capital into productive
capital; that is to say, so far as the investment of industrial capital re-
mains the same, retransformation of the commodity capital into the
same elements of production as those from which it originated. Con-
sequently here as well as in Form I, that act appears as a preparatory
phase of the process of production, but as a return to it, as a renewal
of it, hence as a precursor of the process of reproduction, hence also of
a repetition of the process of self-expansion of value.

* Here Marx made the following note in the manuscript: “Against Tooke.”
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I't must be noted once more that M — L is not a simple exchange of
commodities but the purchase of a commodity, L, which is to serve
for the production of surplus value, just as M—MP is only a proce-
dure which is materially indispensable for the attainment of this end.

With the completion of M—C <, M is reconverted into pro-
ductive capital, into P, and the circuit begins anew.

The expanded form of P ... C"—M’—C ... P is therefore:

L
C\— (M 7C<MP...P
P..C |+ +
(4 — m —C

The transformation of money capital into productive capital is the
purchase of commodities for the production of commodities. Con-
sumption falls within the circuit of capital itself only in so far as it is
productive consumption; its premise is that surplus value is produced
by means of the commodities so consumed. And this is something
very different from production and even commodity production,
which has for its end the existence of the producer. A replacement —
commodity by commodity — thus contingent on the production of
surplus value is quite a different matter from a bare exchange of prod-
ucts brought about merely by means of money. But the economists
take this matter as proof that no overproduction is possible.

Apart from the productive consumption of M, which is trans-
formed into 1. and MP, the circuit contains the first member M —L,
which signifies, from the standpoint of the labourer, L—
M = C—M. In the labourer’s circulation, L—M — C, which in-
cludes his consumption, only the first member falls within the circuit
.of the capital as a result of M— L. The second act, namely M—C,
does not fall within the circulation of individual capital, although it
springs from it. But the continuous existence of the working class is
necessary for the capitalist class, and so is therefore the consumption
of the labourer made possible by M —C.

The only condition which the act C'— M’ stipulates for capital
value to continue its circuit and for surplus value to be consumed by
the capitalist is that C” shall have been converted into money, shall
have been sold. Of course, C” is bought only because the article is a use
value, hence serviceable for consumption of any kind, productive or
individual. But if C’ continues to circulate for instance in the hands of
the merchant who bought the yarn, this at first does not in the least
affect the continuation of the circuit of the individual capital which
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produced the yarn and sold it to the merchant. The entire process
continues and with it the individual consumption of the capitalist and
the labourer made necessary by it. This point is important in a dis-
cussion of crises.

For as soon as C” has been sold, been converted into money, it can
be reconverted into the real factors of the labour process, and thus of
the reproductive process. Whether C’ is bought by the ultimate con-
sumer or by a merchant for resale does not affect the case. The quantity
of commodities created in masses by capitalist production depends on
the scale of this production and on the need for constantly expanding
this production, and not on a predestined circle of supply and de-
mand, on requirements that have to be satistied. Mass production can
have no other direct buyer, apart from other industrial capitalists,
than the wholesaler. Within certain limits, the process of reproduc-
tion may take place on the same or on an extended scale even when
the commodities expelled from it did not really enter individual or
productive consumption. The consumption of commodities is not in-
cluded in the circuit of the capital from which they originated. For in-
stance, as soon as the yarn is sold the circuit of the capital value repre-
sented by the yarn may begin anew, regardless of what may next be-
come of the sold yarn. So long as the product is sold, everything is
taking its regular course from the standpoint of the capitalist pro-
ducer. The circuit of the capital value he is identified with is not
interrupted. And if this process is expanded — which includes in-
creased productive consumption of the means of production — this repro-
duction of capital may be accompanied by increased individual con-
sumption (hence demand) on the part of the labourers, since this proc-
ess 1s initiated and effected by productive consumption. Thus the
production of surplus value, and with it the individual consumption
of the capitalist, may increase, the entire process of reproduction may
be in a flourishing condition, and yet a large part of the commodities
may have entered into consumption only apparently, while in reality
they may still remain unsold in the hands of dealers, may in fact still
be lying in the market. Now one stream of commodities follows
another, and finally it is discovered that the previous streams had
been absorbed only apparently by consumption. The commodity
capitals compete with one another for a place in the market. Late-
comers, to sell at all, sell at lower prices. The former streams have not
yet been disposed of when payment for them falls due. Their owners
must declare their insolvency or sell at any price to meet their obliga-
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tions. This sale has nothing whatever to do with the actual state of the
demand. It only concerns the demand for payment, the pressing necessity
of transforming commodities into money. Then a crisis breaks out. It
becomes visible not in the direct decrease of consumer demand, the
demand for individual consumption, but in the decrease of exchanges
of capital for capital, of the reproductive process of capital.

If the commodities MP and L, into which M is transformed to per-
form its function of money capital, of capital value destined to be re-
transformed into productive capital —if those commodities are to be
bought or paid for on different terms, so that M — C represents a se-
ries of successive purchases and payments, then a part of M performs
the act M — C, while another part persists in the form of money and
does not serve to perform simultaneous or successive acts of M—C
until such time as the conditions of this process itself may determine.
This part is only temporarily withheld from circulation, in order to
go into action, perform its function, in due time. This storing of it is
then in its turn a function determined by its circulation and intended
for circulation. Its existence as a fund for purchase and payment, the
suspension of its movement, the interrupted state of its circulation,
will then constitute a state in which money exercises one of its func-
tions as money capital. As money capital; for in this case the money
temporarily remaining at rest is itself a part of money capital M (of
M’ — m = M), of that portion of the value of commodity capital
which is = to P, to that value of productive capital from which the cir-
cuit starts. On the other hand all money withdrawn from circulation
has the form of a hoard. Money in the form of a hoard therefore be-
comes here a function of money capital, just as in M — C the function of
money as a means of purchase or payment becomes a function of
money capital. This is so because capital value exists here in the form
of money, because the money state here is a state in which industrial
capital finds itself at one of its stages and which is prescribed by the
interconnections within the circuit. At the same time it is here proved
true once more that money capital within the circuit of industrial cap-
ital performs no other functions than those of money and that these
money functions assume the significance of capital functions only by
virtue of their interconnections with the other stages of this circuit.

The representation of M” as a relation of m to M, as a capital rela-
tion, is not directly a function of money capital, but of commodity cap-
ital C’, which in its turn, as a relation of ¢ and C, expresses but the
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result of the process of production, of the self-expansion of capital
value which took place in it.

If the continuation of the process of circulation meets with obsta-
cles, so that M must suspend its function M — C on account of exter-
nal circumstances, such as the conditions of the market, etc., and if it
therefore remains for a shorter or longer time in its money form, then
we have once more money in the form of a hoard, which happens also
in simple commodity circulation whenever the transition from C-—M
to M—C is interrupted by external circumstances. It is an invol-
untary formation of a hoard. In the case at hand money has the form
of fallow, latent money capital. But we will not discuss this point any
further for the present.

In either case however persistence of money capital in its money
state appears as the result of interrupted movement, no matter
whether this is expedient or inexpedient, voluntary or involuntary, in
accordance with its functions or contrary to them.

II. ACCUMULATION AND REPRODUCTION
ON AN EXTENDED SCALE

Since the proportions which the expansion of the productive proc-
ess may assume are not arbitrary but prescribed by technology, the
realised surplus value, though intended for capitalisation, frequently
can only by dint of several successive circuits attain such a size (and
until then must therefore be accumulated) as will suffice for its effec-
tive functioning as additional capital or for entrance into the circuit
of functioning capital value. Surplus value thus congeals into a hoard
and in this form constitutes latent money capital —latent because it
cannot act as capital so long as it persists in the money form. #* The
formation of a hoard thus appears here as a factor included in the
process of capitalist accumulation, accompanying it but nevertheless
essentially differing from it; for the process of reproduction itself is not
expanded by the formation of latent money capital. On the contrary,
latent money capital is formed here because the capitalist producer
cannot directly expand the scale of his production. If he sells his sur-

) The term “latent” is borrowed from the idea of latent heat in physics, which has
now been almost replaced by the theory of the transformation of energy. Marx there-
fore uses in the third part (a later version) another term, borrowed from the idea of po-
tential energy, viz: “potential”, or analogous to the virtual velocities of D’Alembert,
“virtual capital”’.—F. E.
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plus product to a producer of gold or silver, who puts new gold or sil-
ver into circulation or, what amounts to the same thing, to a merchant
who imports additional gold or silver from foreign countries for a part
of the national surplus product, then his latent money capital forms
an increment of the national gold or silver hoard. In all other cases,
the £78 for instance, which were a circulating medium in the hands
of the purchaser, assume only the form of a hoard in the hands of the
capitalist. Hence all that has taken place is a different distribution of
the national gold or silver hoard.

If in the transactions of our capitalist the money serves as a means
of payment (the commodities having to be paid for by the buyer on
longer or shorter terms); then the surplus product intended for capi-
talisation is not transformed into money but into creditor’s claims,
into titles of ownership of an equivalent which the buyer may already
have in his possession or which he may expect to possess. It does not
enter into the reproductive process of the circuit any more than does
money invested in interest-bearing securities, etc., although it may
enter into the circuits of other individual industrial capitals.

The entire character of capitalist production is determined by the
self-expansion of the advanced capital value, that is to say, in the first
instance by the production of as much surplus value as possible; in the
second place however (see Buch I, Kap. XXII)? by the production of
capital, hence by the transformation of surplus value into capital. Ac-
cumulation, or production on an extended scale, which appears as
a means for constantly more expanded production of surplus value —
hence for the enrichment of the capitalist, as his personal aim-—and
is comprised in the general tendency of capitalist production, be-
comes later, however, as was shown in the first book, by virtue of its de-
velopment, a necessity for every individual capitalist. The constant
augmentation of his capital becomes a condition of its preservation.
But we need not revert more fully to what was previously expounded.

We considered first simple reproduction, assuming that the entire
surplus value is spent as revenue. In reality under normal conditions
a part of the surplus value must always be spent as revenue, and
another part must be capitalised. And it is quite immaterial whether
a certain surplus value produced in any particular period is entirely
consumed or entirely capitalised. On the average —and the general
formula can represent only the average movement— both cases oc-

® English edition: Vol. I, Ch. XXIV (present edition, Vol. 35).
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cur. But in order not to complicate the formula, it is better to assume
that the entire surplus value is accumulated. The formula P ... C"'—
M’ — C’ <yip ... P’ stands for productive capital, which is repro-
duced on an enlarged scale and with greater value, and which as
augmented productive capital begins its second circuit, or, what
amounts to the same, renews its first circuit. As soon as this second
circuit is begun, we once more have P as the starting-point; only this
P is a larger productive capital than the first P was. Hence, if in the
formula M ... M’ the second circuit begins with M’, M’ functions as M,
as an advanced money capital of a definite magnitude. It is a larger
money capital than the one with which the first circular movement
was opened, but all reference to its augmentation by the capitalisa-
tion of surplus value ceases as soon as it assumes the function of ad-
vanced money capital. This origin is expunged in its form of money
capital, which begins its circuit. This also applies to P’ as soon as it
functions as the starting-point of a new circuit.

If we compare P ... P’ with M ... M’| or with the first circuit, we find
that they have not the same significance at all. M ... M’, taken by itself
as an isolated circuit, expresses only that M, the money capital (or in-
dustrial capital in its circuit as money capital), is money generating
money, value generating value, in other words, produces surplus
value. But in the P circuit the process of producing surplus value is al-
ready completed upon the termination of the first stage, the process of
production, and after going through the second stage (the first stage
of the circulation), C'— M, the capital value + surplus value already
exist as realised money capital, as M’, which appeared as the last ex-
treme in the first circuit. That surplus value has been produced is de-
picted in the first-considered formula P ... P (see expanded formula,
p- 47)* by ¢—m—c, which, in its second stage, falls outside of the
circulation of capital and represents the circulation of surplus value
as revenue. In this form, where the entire movement is represented by
P ... P, where consequently there is no difference in value between the
two extremes, the self-expansion of the advanced value, the produc-
tion of surplus value, is therefore represented in the same way as in
M ... M, except that the act C'— M’, which appears as the last stage in
M ... M’ and as the second stage of the circuit, serves as the first stage
of the circulation in P ... P.

In P... P’, P" does not indicate that surplus value has been produced

* See this volume, p. 81.
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but that the produced surplus value has been capitalised, hence that
capital has been accumulated and that therefore P’, in contrast to P,
consists of the original capital value plus the value of the capital accu-
mulated because of the capital value’s movement.

M’ as the simple close of M ... M’, and also C’, as it appears within all
these circuits, do not if taken by themselves express the movement but
its result: the self-expansion of capital value realised in the form of
commodities or money, and hence capital value as M + m, or C + ¢,
as a relation of capital value to its surplus value, as its offspring. They
express this result as various circulation forms of the self-expanded cap-
ital value. But neither in the form of C’ nor of M’ is the self~expansion
which has taken place itself a function of money capital or of commod-
ity capital. As special, differentiated forms, modes of existence cor-
responding to special functions of industrial capital, money capital
can perform only money functions and commodity capital only com-
modity functions, the difference between them being merely that be-
tween money and commodity. Similarly industrial capital in its form
of productive capital can consist only of the same elements as those of
any other labour process which creates products: on the one hand ob-
jective conditions of labour (means of production), on the other pro-
ductively (purposively) functioning labour power. Just as industrial
capital can exist in the sphere of production only in a composition
which corresponds to the production process in general, hence also to
the non-capitalist production process, so it can exist in the sphere of
circulation only in the two forms corresponding to it, viz., that of
a commodity and of money. But just as the totality of the elements of
production announces itself at the outset as productive capital by the

_fact that the labour power is labour power that belongs to others and
that the capitalist purchased it from its proprietor, just as he pur-
chased his means of production from other commodity owners; just as
therefore the process of production itself appears as a productive
function of industrial capital, so money and commodities appear as
forms of circulation of the same industrial capital, hence their func-
tions appear as the functions of its circulation, which either introduce
the functions of productive capital or emanate from them. Here the
money function and the commodity function are at the same time
functions of money capital and commodity capital, but solely because
they are interconnected as forms of functions which industrial capital
has to perform at the different stages of its circuit. It is therefore
wrong to attempt to derive the specific properties and functions
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which characterise money as money and commodities as commodities
from their quality as capital, and it is equally wrong to derive on the
contrary the properties of productive capital from its mode of exist-
ence in means of production.

As soon as M’ or C” have become fixedas M + mor C + ¢, i.e., as
the relation between the capital value and surplus value, its offspring,
this relation is expressed in both of them, in the first case in the money
form, in the second case in the commodity form, which does not
change matters in the least. Consequently this relation does not have
its origin in any properties or functions inherent in money as such or
commodities as such. In both cases the characteristic property of cap-
ital, that of being a value generating value, is expressed only as a re-
sult. C” is always the product of the function of P, and M” is always mere-
ly the form of C” changed in the circuit of industrial capital. As soon
therefore as the realised money capital resumes its special function of
money capital, it ceases to express the capital relation contained in
M’ =M + m. After M ... M” has been passed through and M” begins
the circuit anew, it does not figure as M” but as M even if the entire
surplus value contained in M” is capitalised. The second circuit begins
in our case with a money capital of £ 500, instead of £ 422, as in the
first circuit. The money capital, which opens the circuit, is £ 78 larger
than before. This difference exists on comparing the one circuit with
the other, but no such comparison is made within each particular cir-
cuit. The £ 500 advanced as money capital, £ 78 of which formerly
existed as surplus value, do not play any other role than would some
other £ 500 with which another capitalist inaugurates his first circuit.
The same happens in the circuit of the productive capital. The in-
creased P’ acts as P on recommencing, just as P did in the simple re-
production P ... P.

In the stage M"—C’ <jjp, the augmented magnitude is indicated
only by ¥, but not by I.” or MP”. Since C is the sum of L. and MP,
C’ indicates sufficiently that the sum of L and MP contained in it is
greater than the original P. In the second place, the terms L” and MP”
would be incorrect, because we know that the growth of capital in-
volves a change in the constitution of its value and that as this change
progresses the value of MP increases, that of L always decreasing
relatively and often absolutely.
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III. ACCUMULATION OF MONEY

Whether or not m, the surplus value turned into money, is imme-
diately added to the capital value in process and is thus enabled to
enter the circuit together with capital M now having the magnitude
M’, depends on circumstances which are independent of the mere
existence of m. If m is to serve as money capital in a second indepen-
dent business, to be run side by side with the first, it is evident that it
cannot be used for this purpose unless it is of the minimum size re-
quired for it. And if it is intended to be used for the expansion of the orig-
inal business, the relations between the material factors of P and
their value relations likewise demand a minimum magnitude for m.
All the means of production employed in this business have not only
a qualitative but also a definite quantitative relation to one another,
are proportionate in quantity. These material relations as well as the
pertinent value relations of the factors entering into the productive
capital determine the minimum magnitude m must possess to be ca-
pable of transformation into additional means of production and la-
bour power, or only into the former, as an accretion to the productive
capital. Thus the owner of a spinning-mill cannot increase the number
of his spindles without at the same time purchasing a corresponding
number of carders and roving frames, apart from the increased ex-
penditure for cotton and wages which such an expansion of his busi-
ness demands. To carry this out the surplus value must therefore have
reached a considerable figure (generally calculated to be £1 per newly
installed spindle). If m does not reach this minimum size the circuit of
the capital must be repeated until the sum of m successively produced
by it can function together with M, hence M'—C’ <\;,. Even mere
changes of detail, for instance in the spinning machinery, introduced
to make it more productive, require greater expenditures for spinning
material, more roving machinery, etc. In the meantime m is accumu-
lated, and its accumulation is not its own function but the result of re-
peated P ... P. Its own function consists in persisting in the money
state until it receives sufficient increment from the repeated surplus-
value-creating circuits, i.e., from outside, to possess the minimum
magnitude necessary for its active function, the magnitude in which
alone it can really enter as money capital — in the case at hand as the
accumulated part of the functioning money capital M —into the
function of M. But in the interim it is accumulated and exists only in
the shape of a hoard in process of formation, of growth. Hence the ac-
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cumulation of money, hoarding, appears here as a process by which
real accumulation, the extension of the scale on which industrial capi-
tal operates, is temporarily accompanied. Temporarily, for so long as
the hoard remains in the condition of a hoard, it does not function as
capital, does not take part in the process of creating surplus value, re-
mains a sum of money which grows only because money, come by
without its doing anything, is thrown into the same coffer.

The form of a hoard is simply the form of money not in circula-
tion, of money whose circulation has been interrupted and which is
therefore fixed in its money form. As for the process of hoarding, it is
common to all commodity production and figures as an end in itself
only in the undeveloped, pre-capitalist forms of this production. In
the present case, however, the hoard appears as a form of money cap-
ital and the formation of a hoard as a process which temporarily ac-
companies the accumulation of capital because and so far as the
money here figures as latent money capital; because the formation of
a hoard, the state of being a hoard, in which the surplus value exist-
ing in money form finds itself, is a functionally determined prepara-
tory stage gone through outside of the circuit described by the capital
and required for the transformation of the surplus value into really
functioning capital. By its definition it is therefore latent money capital.
Hence the size it must acquire before it can take part in the process is
determined in each case by the value constitution of the productive
capital. But so long as it remains in the condition of a hoard it does not
yet perform the functions of money capital but is still idle money
capital; not money capital whose function has been interrupted, as was
the case before, but money capital not yet capable of performing it.

We are here discussing the accumulation of money in its original
real form of an actual hoard of money. It may also exist in the form
of mere outstanding money, of claims on debtors by capitalists who
have sold C’. As for other forms in which this latent money capital
may exist in the meantime even in the shape of money-breeding
money, such as interest-bearing bank deposits, bills of exchange or
securities of any description, these do not belong here. Surplus value
realised in the form of money in such cases performs special capital
functions outside the circuit described by the industrial capital which
originated it— functions which in the first place have nothing to do
with that circuit as such but which in the second place presuppose
capital functions which differ from the functions of industrial capital
and which have not yet been developed here.
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IV. RESERVE FUND

In the form we have just discussed, the hoard, in which the surplus
value exists, is a fund for the accumulation of money, the money form
temporarily assumed by capital accumulation and to that extent
a condition of this accumulation. However this accumulation fund
can also perform special services of a subordinate nature, that is to say
can enter into capital’s movement in circuits without this process as-
suming the form of P ... P’, hence without an expansion of capitalist
reproduction.

If the process C"— M is prolonged beyond its normal duration, if
therefore the commodity capital is abnormally delayed in its transfor-
mation into the money form or if, for instance, after the completion of
this transformation, the price of the means of production into which
the money capital must be transformed has risen above the level pre-
vailing at the beginning of the circuit, the hoard functioning as accu-
mulation fund can be used in the place of money capital or of part of
it. Thus the money-accumulation fund serves as a reserve fund for
counterbalancing disturbances in the circuit.

As such a reserve fund it differs from the fund of purchasing or
paying media discussed in the circuit P ... P. These media are a part
of functioning money capital (hence forms of existence of a part of cap-
ital value in general going through the process) whose parts enter
upon their functions only at different times, successively. In the contin-
uous process of production, reserve money capital is always formed,
since one day money is received and no payments have to be made
until later, and another day large quantities of goods are sold while
other large quantities are not due to be bought until a subsequent
date. In these intervals a part of the circulating capital exists contin-
uously in the form of money. A reserve fund on the other hand 1s not
a constituent part of capital already performing its functions, or, to be
more exact, of money capital. It is rather a part of capital in a prelim-
inary stage of its accumulation, of surplus value not yet transformed
into active capital. As for the rest, it needs no explaining that a capi-
talist in financial straits does not concern himself about what the par-
ticular functions of the money he has on hand are. He simply employs
whatever money he has for the purpose of keeping his capital circu-
lating. For instance in our illustration M = £422, M” = £500. Ifa part of
the capital of £422 exists as a fund of means of payment and purchase,
as a money reserve, it is intended, other conditions remaining the
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same, that it should enter wholly into the circuit, and besides should
suffice for this purpose. The reserve fund however is a part of the £78
of surplus value. It can enter the circular course of the capital worth
£422 only to the extent that this circuit takes place under conditions
not remaining the same; for it is a part of the accumulation fund, and
figures here without any extension of the scale of reproduction.
Money-accumulation fund implies the existence of latent money
capital, hence the transformation of money into money capital.
The following is the general formula for the circuit of productive
capital. It combines simple reproduction and reproduction on

a progressively increasing scale:
1 2

’ ’ L
P..C—M. M—C <wr..PP)

If P =P, then M in 2) = M’ — m; if P = P’, then M in 2) is great-
er than M’” — m; that is to say m has been completely or partially
transformed into money capital.

The circuit of productive capital is the form in which classical po-
litical economy examines the circular process of industrial capital.

Chapter 1II
THE CIRCUIT OF COMMODITY CAPITAL

The general formula for the circuit of commodity capital is:
¢C—M—C..P..C.

C’ appears not only as the product but also as the premise of the
two previous circuits, since that which M-—C means for the one cap-
ital, C"— M’ means for the other, inasmuch as at least a part of the
means of production is itself the commodity product of other individ-
ual capitals describing their circuits. In our case for instance coal,
machinery, etc., represent the commodity capital of the mine-owner,
of the capitalist machine-manufacturer, etc. Furthermore we have
shown in Chapter I, IV, that not only the circuit P ... P but also the
circuit G ... €’ 1s assumed even in the first repetition of M ... M’, be-
fore this second circuit of money capital is completed.

If reproduction takes place on an extended scale, then the finalC’ is
greater than the initial C” and should therefore be designated here as
c.
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The difference between the third form and the first two is as fol-
lows: First, in this case the total circulation with its two antithetical
phases opens the circuit, while in Form I the circulation is interrupt-
ed by the process of production and in Form II the total circulation
with its two mutually complementary phases appears merely as
a means of effecting the process of reproduction and therefore consti-
tutes the movement mediating between P ... P. In the case of M ... M’
the form of circulationis M—C ... C'— M’ =M —C—M. In the
case of P ... Pit has the inverted formC"—M' . M—C=C—M—C.
In the case of C’— C’ it likewise has this last form.

Secondly, when circuits I and II are repeated, even if the final
points M” and P’ form the starting-points of the renewed circuit, the
form in which M” and P’ were produced disappears. M = M + m and
P’ = P 4 p begin the new process as M and P. But in Form III the
starting-point C must be designated as C’, even if the circuit is re-
newed on the same scale, for the following reason. In Form I, as soon as
M as such opens a new circuit it functions as money capital M, as an
advance in money form of the capital value that is to produce surplus
value. The size of the advanced money capital, augmented by the ac-
cumulation achieved during the first circuit, has increased. But
whether the size of the advanced money capital 1s £422 or £500 does
not alter the fact that it appears as simple capital value. M’ no longer
exists as self-expanded capital or a capital pregnant with surplus
value, as a capital relation. Indeed, it is to expand itself only during
its process. The same is true of P ... P’; P’ must steadily continue to
function as P, as capital value which is to produce surplus value, and
must renew its circuit.

The commodity-capital circuit, on the contrary, does not open
with just capital value but with capital value augmented in the com-
modity form. Hence it includes from the start the circuit of not only
capital value existing in the form of commodities, but also of surplus
value. Consequently if simple reproduction takes place in this form,
the C” at the terminal point is equal in size to the G at the starting-
point. If a part of the surplus value enters into the capital circuit, C”,
an enlarged C’, appears at the close instead of ¢, but the now succeed-
ing circuit is once more opened by C’. This is merely a larger C” than
that of the preceding circuit, with a larger accumulated capital value.
Hence it begins its new circuit with a relatively larger, newly created
surplus value. In any event C’ always inaugurates the circuit as
a commodity capital which is = to capital value + surplus value.
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C’ as C does not appear in the circuit of an individual industrial
capital as a form of this capital but as a form of some other industrial
capital, so far as the means of production are the product of the latter.
The act M—C (i.e., M— MP) of the first capital is C'— M’ for this
second capital.

In the circulation act M- C<y;; L and MP bear identical rela-
tions, as they are commodities in the hands of their sellers—in the
one case the labourers who sell their labour power, in the other the
owner of the means of production, who sells these. For the purchaser,
whose money here functions as money capital, L. and MP function
merely as commodities until he has bought them, hence so long as
they confront his capital, existing in the form of money, as commodi-
ties of others. MP and L differ here only in this respect, that MP may
be C’, hence capital, in the hands of its seller, if MP is the commodity
form of his capital, while L is always nothing else but a commodity for
the labourer and becomes capital only in the hands of its purchaser as
a constituent part of P.

For this reason C’ can never open any circuit as a mere C, as a mere
commodity form of capital value. As commodity capital it is always
twofold. From the point of view of use value it is the product, in the
present case yarn, of the functioning of P whose elements L and MP,
coming as commodities from the sphere of circulation, have functioned
only as factors in the creation of this product. Secondly, from the
point of view of value, it is the capital value P plus the surplus value
s produced by the functioning of P.

It is only in the circuit described by €’ itself that C equal to P and
equal to the capital value can and must separate from that part of C’
in which surplus value exists, from the surplus product in which the
surplus value is lodged. It does not matter whether the two things can
be actually separated, as in the case of yarn, or whether they cannot,
as in the case of a machine. They always become separable as soon as
C’ is transformed into M’.

If the entire commodity product can be separated into indepen-
dent homogeneous partial products, as in the case of our 10,000 1bs of
yarn, and if therefore the act C— M’ can be represented by a number
of successive sales, then the capital value in the form of commodities
can function as C, can be separated from C’, before the surplus value,

hence before C’ in its entirety, has been realised.
Of the 10,000 lbs of yarn worth £500, the value of 8,440
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Ibs = £422 = the capital value, independently of the surplus value. If
the capitalist sells first 8,440 lbs of yarn at £422, then these 8,440 lbs
of yarn represent C, the capital value in commodity form. The sur-
plus product, of 1,560 1bs of yarn, contained besides in C” and equal to
a surplus value of £78, does not circulate until later. The capitalist
could accomplish C—M-—C<yjp before the circulation of the
surplus product c—m—c has taken place.

Or if he sells first 7,440 lbs of yarn worth £372, and then 1,000 lbs
of yarn worth £50, he might replace the means of production (the
constant capital ¢) with the first part of C, and the variable capital v,
the labour power, with the second part of C, and then proceed as be-
fore.

But if such successive sales take place and the conditions of the cir-
cuit permit it, the capitalist, instead of separating C’ into ¢ + v + s,
may make such a separation also in the case of aliquot parts of C".

For example the 7,440 lbs of yarn = £372, which as parts of ¢
(10,000 1bs of yarn worth £500) represent the constant part of the cap-
ital, may themselves be separated into 5,535.360 lbs of yarn worth
£276.768, which replace only the constant part, the value of the
means of production used up in producing 7,440 lbs of yarn; 744 lbs
of yarn worth £37.200, which replace only the variable capital; and
1,160.640 lbs of yarn worth £58.032, which, being surplus product,
are the depositories of surplus value. Consequently on selling the
7,440 1bs of yarn, he can replace the capital value contained in them
out of the sale of 6,279.360 lbs of yarn at the price of £313.968, and
he can spend as his revenue the value of the surplus product amount-
ing to 1,160.640 lbs, or £58.032.

In the same way, he may divide up another 1,000 lbs of
yarn = £50 = the variable capital value, and sell them accordingly:
744 lbs of yarn worth £37.200, constant capital value contained in
1,000 Ibs of yarn; 100 Ibs of yarn worth £5.000, variable capital value
ditto; hence 844 lbs of yarn worth £42.200, replacement of the capi-
tal value contained in the 1,000 lbs of yarn; finally, 156 lbs of yarn
worth £7.800, representing the surplus product contained in it,
which may be consumed as such.

Finally, he may divide up the remaining 1,560 lbs of yarn worth
£78, in such a way, provided he succeeds in selling them, that the sale
of 1,160.640 lbs of yarn, worth £58.032, replaces the value of the
means of production contained in those 1,560 lbs of yarn, and that
156 1bs of yarn, worth £7.800, replaces the variable capital value; al-
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together 1,316.640 lbs of yarn = £65.832, replacement of the total
capital value; finally the surplus product of 243.360 lbs = £12.168,
remains to be spent as revenue.

All the elements—c, v, and s— contained in the yarn are divisible
into the same component parts, and so is every individual pound of
yarn, worth 1 s.; or 12 d.

¢ = 0.744 lbs of yarn = 8,928 d.
v = 0.100 lbs of yarn = 1.200 d.
s = 0.156 lbs of yarn = 1.872 d.
c+v+s=1 lb. ofyarn=12d.

If we add the results of the above three partial sales we obtain
the same result on selling the entire 10,000 lbs at one sweep.
We have of constant capital

at the first sale:

5,535.360 lbs

of yarn = £276.768

at the second sale: 744.000 Ibs  of yarn = £ 37.200

at the third sale: 1,160.640 1bs  of yarn = £ 58.032
Total . . .. 7,440 lbs of yarn = £372

Of variable capital:

at the first sale: 744.000 Ibs  of yarn = £37.200

at the second sale: 100.000 lbs  of yarn = £ 5.000

at the third sale: 156.000 Ibs  of yarn = £ 7.800
Total . . . . 1,000 lbs of yarn = £50

Of surplus value:

at the first sale:

1,160.640 lbs

of yarn = £58.032

at the second sale: 156.000 1bs  of yarn = £ 7.800
at the third sale: 243.360 1bs  of yarn = £12.168
Total . . . . 1,560 Ibs of yarn = £78
Grand Total:
Constant capital . 7,440 lbs  of yarn = £372
Variable capital . .. ... 1,000.1bs. . of yarn =. £ 5Q . .
Surplus value . . . . . ... 1,560.1bs. . of yarn =./ 78 . .
Total . . . . 10,000 1bs  of yarn = £500
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C’—M’ in itself stands merely for the sale of 10,000 lbs of yarn.
These 10,000 Ibs of yarn, like all other yarn, are a commodity. The
purchaser is interested in the price of 1 s. per 1b., or of £500 for 10,000
lbs. If during the negotiations he goes into the value composition of
the yarn, he does so simply with the insidious intention of proving
that it could be sold at less than I s. per pound and would still be
a good bargain for the seller. But the quantity purchased by him de-
pends on his requirements. If he is for example the owner of a weav-
ing-mill, it depends on the composition of his own capital functioning
in this enterprise, not on the composition of the spinner’s of whom he
buys. The proportions in which C” has to replace on the one hand the
capital used up in its production (or the various component parts of
this capital), and on the other to serve as surplus product either for
the spending of surplus value or for the accumulation of capital, exist
only in the circuit of the capital which has as its commodity form the
10,000 1bs of yarn. These proportions have nothing to do with the sale
as such. In the present case it is assumed besides that C’ is sold at its
value, so that it is only a question of its transformation from the com-
modity form into the money form. It is of course of decisive impor-
tance with regard to (7, as the functional form in the circuit of this in-
dividual capital out of which the productive capital is to be replaced,
to what extent, if at all, there is a discrepancy between price and
value in the sale. But this does not concern us here in the examination
of mere distinctions of form.

InForm I, M ... M’, the process of production intervenes midway be-
tween the two complementary and mutually opposite phases of the
circulation of capital. It is past before the concluding phase C'— M’
begins. Money is advanced as capital, is first transformed into ele-
ments of production and from these into the commodity product, and
this commodity product in its turn is changed back into money. It is
a full and complete business cycle that results in money, something
everyone can use for everything. A new start is therefore only a possi-
bility. M ... P ... M” may be either the last circuit that concludes the
functioning of some individual capital being withdrawn from busi-
ness, or the first circuit of some new capital entering upon its function.
The general movement is here M ... M’, from money to more money.

In Form IL, P ... C'—M"—C ... P (P), the entire circulation proc-
ess follows after the first P and precedes the second P; but it takes
place in the opposite order from that of Form I. The first P is the pro-
ductive capital, and its function is the productive process, the prere-
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quisite of the succeeding circulation process. The concluding P on the
other hand is not the productive process; it is only the renewed exist-
ence of the industrial capital in its form of productive capital. And it
is such as a result of the transformation, during the last phase of circu-
lation, of the capital value into L + MP, into the subjective and ob-
jective factors which by combining constitute the form of existence of
the productive capital. The capital, whether P or P’, is at the end once
more present in a form in which it must function anew as productive
capital, must again perform the productive process. The general form
of the movement P ... P is the form of reproduction and, unlike M ...
M’, does not indicate the self-expansion of value as the object of the
process. This form makes it therefore so much easier for classical polit-
ical economy to ignore the definite capitalistic form of the process of
production and to depict production as such as the purpose of this
process; namely that as much as possible must be produced and as
cheaply as possible, and that the product must be exchanged for the
greatest variety of other products, partly for the renewal of produc-
tion (M — QC), partly for consumption (m—c). It is then possible to
overlook the peculiarities of money and money capital, for M and
m appear here merely as transient media of circulation. The entire
process seems simple and natural, i.e., possesses the naturalness of
a shallow rationalism. In the same way profit is occasionally forgotten
in commodity capital and the latter figures merely as a commodity
when the production circuit as a whole is under discussion. But as
soon as the constituents of value are debated, commodity capital fig-
ures as commodity capital. Accumulation, of course, is seen in the
same light as production.

In Form IIT, ¢ —M’—C ... P... C’, the two phases of the circula-
tion process open the circuit, and do so in the same order which ob-
tains in Form II, P ... P; next follows P, with its function, the produc-
tive process, the same as in Form I; the circuit closes with the result of
the process of production, C’. Just as in Form II the circuit closes with
P, the merely renewed existence of productive capital, so here it closes
with C’, the renewed existence of commodity capital. Just as in Form
IT capital, in its concluding form P, must start the process over again
as a process of production, so here upon the reappearance of indus-
trial capital in the form of commodity capital the circuit must re-open
with the circulation phase C"—M’. Both forms of the circuit are in-
complete because they do not close with M’, the capital value retrans-
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formed into money and self-expanded. Both must therefore be contin-
ued and consequently include the reproduction. The total circuit in
Form IIl is C ... C.

The third form is distinguished from the first two by the fact that it
is only in this circuit that the self-expanded capital value—and not
the original one, the capital value that must still produce surplus val-
ue —appears as the starting-point of its expansion. C” as a capital
relation is here the starting-point and as such relation has a determining
influence on the entire circuit because it includes the circuit of the
capital value as well as that of the surplus value already in its first
phase, and because the surplus value must at least in the average, if
not in every single circuit, be expended partly as revenue, go through
the circulation c—m—c¢, and must partly perform the function of
an element of capital accumulation.

In the form C’ ... €’ the consumption of the entire commodity pro-
duct is assumed as the condition of the normal course of the circuit of
capital itself. The individual consumption of the labourer and the in-
dividual consumption of the unaccumulated part of the surplus pro-
duct comprise the entire individual consumption. Hence consump-
tion in its totality —individual as well as productive — enters into
circuit C’ as a condition of it. Productive consumption (which essen-
tially includes the individual consumption of the labourer, since la-
bour power is a continuous product, within certain limits, of the la-
bourer’s individual consumption) is carried on by every individual
capital. Individual consumption, except in so far as it is required
for the existence of the individual capitalist, is here assumed to be
only a social act, but by no means an act of the individual

" capitalist.

In Forms I and II the aggregate movement appears as a movement
of advanced capital value. In Form III the seif-expanded capital, in
the shape of the total commodity product, forms the starting-point
and has the form of moving capital, commodity capital. Not until its
transformation into money has been accomplished does this move-
ment branch out into movements of capital and of revenue. The dis-
tribution of the total social product, as well as the special distribution
of the product for each individual commodity capital, into an individ-
ual consumption fund on the one hand and into a reproduction
fund on the other, is included in this form in the circuit of -
capital.
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In M ... M’ possible enlargement of the circuit is included, depend-
ing on the volume of m entering into the renewed circuit.

In P ... P the new circuit may be started by P with the same or per-
haps even a smaller value and yet may represent a reproduction on
an extended scale, for instance when certain elements of commodities
become cheaper on account of increased productivity of labour. Vice
versa, a productive capital which has increased in value may, in
a contrary case, represent reproduction on a materially contracted
scale as for instance when elements of production have become
dearer. The same is true of G’ ... C.

In C’ ... ' capital in the form of commodities is the premise of pro-
duction. It re-appears as a premise within this circuit in the second C.
If this C has not yet been produced or reproduced the circuit is ob-
structed. This C must be reproduced, for the greater part as C” of some
other industrial capital. In this circuit C’ exists as the point of depar-
ture, of transition, and of the conclusion of the movement; hence it is
always there. It is a permanent condition of the process of reproduc-
tion.

C ... (7 isdistinguished from Forms I and I1 by still another feature.
All three circuits have this in common, that capital begins its circular
course in the same form in which it concludes it, and thus finds itself
in the initial form in which it opens the circuit anew. The initial form
M, P or (" is always the one in which capital value (in IIT augmented
by its surplus value) is advanced, in other words its original form in
regard to the circuit. The concluding form M’, P or C’ is always
a changed form of a functional form which preceded in the circuit
and is not the original form. ,

Thus M’ in [ is a converted form of C’, the final P in IT is a converted
form of M (and this transformation is accomplished in I and IT by
a simple act of commodity circulation, by a formal change of position
of commodity and money); in I11, C’ is a converted form of the produc-
tive capital P. But here, in III, the transformation, in the first place,
does not merely concern the functional form of capital but also the
magnitude of its value; in the second place, however, the transforma-
tion is not the result of a merely formal change of position pertaining
to the circulation process, but of a real transformation experienced by
the use form and value of the commodity constituents of the produc-
tive capital in the process of production.

The form of the initial extreme M, P or (" is the premise of the cor-
responding circuit I, IT or II1. The form returning in the final ex-
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treme is premised and consequently brought about by the series of
metamorphoses of the circuit itself. C’, as the terminal point in the cir-
cuit of an individual industrial capital, presupposes only the non-
circulation form P of the same industrial capital of which it is the pro-
duct. M’, as the terminal point of I, as the converted form of ¢ (G —
M), presupposes that M is in the hands of the buyer, exists outside of
the circuit M ... M’, and is drawn into it and made its own terminal
form by the sale of C’. Thus the terminal P in IT presupposes that
L and MP (C) exist outside and are incorporated in it as its terminal
form by means of M — C. But apart from the last extreme, the circuit
of individual money capital does not presuppose the existence of
money capital in general, nor does the circuit of individual produc-
tive capital presuppose the existence of productive capital. In I,
M may be the first money capital; in II, P may be the first productive
capital appearing on the historical scene. But in III,

c— [M—cC <§A
C M
c— m-—cC

p...P...C

C is presupposed twice outside of the circuit. The first time in the cir-
cuit C'— M’ — C <. This C, so far as it consists of MP, is commo-
dity in the hands of the seller; it is itself commodity capital, so far as it
is the product of a capitalist process of production; and even if it is
not, it appears as commodity capital in the hands of the merchant.
The second time, in the second ¢ of c— m —c, which must likewise
be at hand as a commodity so that it can be bought. At any rate,
whether they are commodity capital or not, L and MP are just as
much commodities as is C” and bear to each other the relation of com-
modities. The same is true of the second ¢ in c—m—c. Inasmuch
therefore as G" = C (L. + MP), it has commodities as elements for its
own production and must be replaced by the same commodities in
the circulation. In the same way the second ¢ in c—m—c must be
replaced by similar commodities in the circulation.

On the basis that the capitalist mode of production is the pre-
vailing mode, all commodities in the hands of the seller must, besides, be
commodity capital. And they continue to be so in the hands of the
merchant or become such if they were not such before. Or they have
to be commodities— such as imported articles— which replace origi-
nal commodity capital and hence bestow upon it merely another
form of existence.
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As forms of existence of P the commodity elements L. and MP, of
which the productive capital P consists, do not possess the same form
as in the various commodity markets where they are fetched. They
are now united, and so combined they can perform the functions of
productive capital.

That C appears as the premise of C only in this Form III, within
the circuit itself, is due to capital in commodity form being its start-
ing-point. The circuit is opened by the transformation of C’ (in so far
as it functions as capital value, regardless of whether it has been in-
creased by the addition of surplus value or not) into those commodi-
ties which are its elements of production. But this transformation
comprises the entire process of circulation, C—M—C (= L + MP),
and is its result. C here stands at both extremes, but the second ex-
treme, which receives its form C by means of M — C from outside, the
commodity market, is not the last extreme of the circuit but only of its
first two stages comprising the process of circulation. Its result is P,
which then performs its function, the process of production. It is only
as the result of this process, hence not as that of the circulation pro-
cess, that C” appears as the terminal point of the circuit and in the
same form as the starting-point, C’. On the other handin M ... M” and
P ... P, the final extremes M’ and P are the direct results of the process
of circulation. Here therefore it is presupposed only at the end that
one time M’ and the other time P exist in the hands of others. In so far
as the circuit is made between the extremes, neither M in the one case
nor P in the other— the existence of M as the money of another per-
son and of P as the production process of another capital — appears
as the premise of these circuits. G’ ... C" on the contrary presupposes
the existence of C (= L + MP) as commaodities of others in the hands
of others— commodities drawn into the circuit by the introductory
process of circulation and transformed inte productive capital, as
a result of whose functioning C* once more becomes the concluding
form of the circuit.

But just because the circuit G ... G presupposes within its sphere the
existence of other industrial capital in the form of C (= L. + MP) —
and MP comprises diverse other capitals, in our case for instance
machinery, coal, oil, etc.—it clamours to be considered not only as
the general form of the circuit, 1. e., not only as a social form in which
every single industrial capital (except when first invested) can be stud-
ied, hence not merely as a form of movement common to all indivi-
dual industrial capitals, but simultaneously also as a form of move-
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ment of the sum of the individual capitals, consequently of the ag-
gregate capital of the capitalist class, a movement in which that of
each individual industrial capital appears as only a partial movement
which intermingles with the other movements and is necessitated by
them. For instance if we regard the aggregate of commodities an-
nually produced in a certain country and analyse the movement by
which a part of it replaces the productive capital in all individual
businesses, while another part enters into the individual consumption of
the various classes, then we consider C’ ... C” as a form of movement of
social capital as well as of the surplus value, or surplus product, gener-
ated by it. The fact that the social capital is equal to the sum of the
individual capitals (including the joint-stock capital or the state capi-
tal, so far as governments employ productive wage labour in mines,
railways, etc., perform the function of industrial capitalists), and that
the aggregate movement of social capital is equal to the algebraic
sum of the movements of the individual capitals, does not in any way
preclude the possibility that this movement, as the movement of a sin-
gle individual capital, may present other phenomena than the same
movement does when considered from the point of view of a part of
the aggregate movement of social capital, hence in its interconnection
with the movements of its other parts, and that the movement simul-
taneously solves problems the solution of which must be assumed
when studying the circuit of a separate, individual capital instead of
being the result of such study.

C’ ... 7 is the sole circuit in which the capital value originally
advanced constitutes only a part of the extreme that opens the movement
and in which the movement from its inception thus reveals itself as
the total movement of the industrial capital —as the movement of
that part of the product which replaces the productive capital as well
as of that part which forms surplus product and which on the average
is spent in part as revenue and employed in part as an element of ac-
cumulation. Included in this circuit is the expenditure of surplus
value as revenue and to that extent individual consumption is like-
wise included. The latter however is also included for the reason that
the starting-point C, commodity, exists in the form of a useful artic-
le, of whatever kind, but every article produced by capitalist
methods is commodity capital, no matter whether its use form destines
it for productive or for individual consumption, or for both. M ... M’
indicates only the value side, the self-expansion of the advanced capi-
tal value, as the purpose of the entire process; P ... P (P’) indicates the
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process of production of capital as a process of reproduction with a
productive capital of the same or of increasing magnitude (accumula-
tion). Revealing itself already in its initial extreme as a form of cap-
italist commodity production, ¢ ... C’ comprises productive and indi-
vidual consumption from the start; productive consumption and the
self-expansion of value therein included appear only as a branch of its
movement. Finally, since G may exist in a use form which cannot
enter any more into any process of production, it is indicated at the
outset that the various value constituents of C’, expressed by parts of
the product, must occupy a different position, according to whether
€7 ... 7 is regarded as the form of the movement of the total social
capital or as the independent movement of an individual industrial
capital. All these peculiarities of the circuit lead us beyond its own
confines as an isolated circuit of some merely individual capital.

In the formula C” ... C’, the movement of the commodity capital, that
is to say, of the total product created capitalistically, appears not only
as the premise of the independent circuit of the individual capital but
also as required by it. If therefore this formula and its peculiarities are
grasped, it is no longer sufficient to confine oneself to indicating that
the metamorphoses C"— M’ and M — C are on the one hand func-
tionally defined sections in the metamorphosis of capital, on the other
are links in the general circulation of commeodities. It becomes neces-
sary to elucidate the intertwining of the metamorphoses of one individ-
ual capital with those of other individual capitals and with that part
of the total product which is intended for individual consumption.
On analysing the circuit of an individual industrial capital, we there-
fore base our studies mainly on the first two forms.

The circuit C7 ... C appears as the form of a single individual capi-
tal, for instance in agriculture, where calculations are made from
crop to crop. In Formula 11, the sowing is the starting-point, in For-
mula III the harvest, or, to speak with the Physiocrats, Formula I1
starts out with the avances, and Formula III with the reprises. The
movement of capital value appears in I1I from the outset only as a part
of the movement of the general mass of products, while in I and IT the
movement of G’ constitutes only a phase of the movement of some iso-
lated capital.

In Formula III commodities in the market are the continuous prem-
ise of the process of production and reproduction. Hence, if atten-
tion 1s fixed exclusively on this formula all elements of the process of
production seem to originate in commodity circulation and to consist
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only of commodities. This one-sided conception overlooks those ele-
ments of the process of production which are independent of the com-
modity elements.

Since in C’ ... C” the starting-point is the total product (total value),
it turns out here that (if foreign trade is disregarded) reproduction on
an extended scale, productivity remaining otherwise constant, can
take place only when the part of the surplus product to be capitalised
already contains the material elements of the additional productive
capital; that therefore, so far as the production of one year serves as
the premise of the following year’s production or so far as this can
take place simultaneously with the process of simple reproduction
within one year, surplus product is at once produced in a form which
enables it to perform the functions of additional capital. Increased
productivity can increase only the substance of capital but not its
value; but therewith it creates additional material for the self-
expansion of that value.

¢ ... ¢V is the groundwork for Quesnay’s Tableau économique, and it
shows great and true discretion on his part that in contrast to M ... M’
(the isolatedly and rigidly retained form of the mercantile system) he
selected this form and not P ... P.

Chapter IV
THE THREE FORMULAS OF THE CIRCUIT

The three formulas may be set down in the following manner, us-
ing Tc for total circulation process:

I M—C..P..C—-M
II) P... Tc ... P
III) Tc ... P (C).

If we combine all three forms, all premises of the process appear as
its result, as a premise produced by 1t itself. Every element appears as
a point of departure, of transit, and of return. The total process pre-
sents itself as the unity of the processes of production and circulation.
The process of production becomes the mediator of the process of cir-
culation and vice versa.

All three circuits have the following in common: The self-expansion
of value as the determining purpose, as the compelling motive. In
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I this is expressed in its form. Formula II begins with P, the very proc-
ess of self-expansion of value. In III the circuit begins with the self-
expanded value and closes with new self-expanded value, even if the
movement is repeated on the same scale.

As C—M means M — C for the buyer, and M — C means C—M
for the seller, the circulation of capital presents only the ordinary me-
tamorphosis of commodities, and the laws evolved with regard to it
(Buch I, Kap. I, 2)* on the mass of money in circulation are valid
here. However, if we do not cling to this formal aspect but rather con-
sider the actual connection between the metamorphoses of the vari-
ous individual capitals, in fact, if we study the connection be-
tween the circuits of individual capitals as partial movements of the
process of reproduction of the total social capital, then the mere
change of form of money and commodities cannot explain the con-
nection.

In a constantly revolving circle every point is simultaneously
a point of departure and a point of return. If we interrupt the rota-
tion, not every point of departure is a point of return. Thus we have
seen that not only does every individual circuit presuppose the others
(smplicite), but also that the repetition of the circuit in one form com-
prises the performance of the circuit in the other forms. The entire
difference thus appears to be a merely formal one, or as a merely sub-
jective distinction existing solely for the observer.

Since every one of these circuits is considered a special form of the
movement in which various individual industrial capitals are en-
gaged, this difference always exists only as an individual one. But in re-
ality every individual industrial capital is present simultaneously in all
three circuits. These three circuits, the forms of reproduction assumed
by the three forms of capital, are made continuously side by side. For
instance, one part of the capital value, which now performs the func-
tion of commodity capital, is transformed into money capital, but at
the same time another part leaves the process.of production and en-
ters the circulation as a new commodity capital. The circuit form C” ...
(" 1s thus continuously described; and so are the other two forms. The
reproduction of capital in each one of its forms and stages is just as
continuous as the metamorphosis of these forms and the successive
passage through the three stages. The entire circuit is thus really
a unity of its three forms.

* English edition: Vol. I, Ch. III, 2 (present edition, Vol. 35).
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We assumed in our analysis that capital value in its entire magni-
tude acts either as money capital, productive capital or commodity
capital. For instance, we had those £422 first entirely as money capi-
tal, then we transformed them wholly into productive capital, and fi-
nally into commodity capital, into yarn of the value of £500 (con-
taining £78 worth of surplus value). Here the various stages are just
so many interruptions. So long as, e.g., those £422 retain their
money form, that is to say, until the purchases M— G (L. + MP) are
made, the entire capital exists and functions only as money capital.
As soon as it is transformed into productive capital, it performs nei-
ther the functions of money capital nor of commodity capital. Its en-
tire process of circulation is interrupted, just as on the other hand its
entire process of production is interrupted, as soon as it functions in
one of its two circulation stages, either as M or as C’. Consequently,
the circuit P ... P would represent not only a periodical renewal of the
productive capital but also the interruption of its function, the proc-
ess of production, up to the timme when the process of circulation is
completed. Instead of proceeding continuously, production would
take place in jerks and would be renewed only in periods of accidental
duration, according to whether the two stages of the process of cir-
culation were performed quickly or slowly. This would apply for
instance to a Chinese artisan who works only for private customers
and whose process of production ceases until he receives a new order.

This is indeed true of every single part of capital that is in motion,
and all parts of capital go through this motion in succession. Suppose
that the 10,000 lbs of yarn are the weekly product of some spinner.
These 10,000 1bs of yarn leave the sphere of production entirely and
enter the sphere of circulation; the capital value contained in it must
all be converted into money capital, and so long as this value contin-
ues in the form of money capital it cannot enter anew into the pro-
cess of production. It must first go into circulation and be reconverted
into the elements of productive capital, L + MP. The circuit-
describing process of capital means constant interruption, the leaving
of one stage and the entering into the next, the discarding of one form
and the assuming of another. Each one of these stages not only pre-
supposes the next but also excludes it.

But continuity is the characteristic mark of capitalist production,
necessitated by its technical basis, although not always absolutely at-
tainable. Let us see then what happens in reality. While, e.g., the
10,000 lbs of yarn appear in the market as commodity capital and are
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transformed into money (regardless of whether it is a paying or pur-
chasing medium or only money of account), new cotton, coal, etc.,
take the place of the yarn in the process of production, have therefore
already been reconverted from the money form and commodity form
into that of productive capital, and begin to function as such. At the
same time that these 10,000 lbs of yarn are being converted into
money, the preceding 10,000 lbs of yarn are going through the second
stage of their circulation and are being reconverted from money into
the elements of productive capital. All parts of capital successively de-
scribe circuits, are simultaneously at its different stages. The indus-
trial capital, continuously progressing along its orbit, thus exists si-
multaneously at all its stages and in the diverse functional forms cor-
responding to these stages. That part of capital which is converted
for the first time from commodity capital into money begins the cir-
cuit ¢ ... C7, while industrial capital as a moving whole has alrea-
dy passed through that circuit. One hand advances money, the oth-
er receives it. The inauguration of the circuit M ... M’ at one place
coincides with the return of the money at another place. The same is
true of productive capital.

The actual circuit of industrial capital in its continuity is therefore
not only the unity of the processes of circulation and production but
also the unity of all its three circuits. But it can be such a unity only if
all the different parts of capital can go through the successive stages of
the circuit, can pass from one phase, from one functional form to
another, so that the industrial capital, being the whole of all these
parts, exists simultaneously in its various phases and functions and
thus describes all three circuits at the same time. The succession [das
Nacheinander] of these parts is here governed by their co-existence [das
Nebeneinander], that is to say, by the division of capital. In a ramified
factory system the product is constantly in the various stages of its
process of formation and constantly passes from one phase of produc-
tion to another. As the individual industrial capital has a definite size
which depends on the means of the capitalist and which has a definite
minimum magnitude for every branch of industry, it follows that its
division must proceed according to definite proportions. The magni-
tude of the available capital determines the dimensions of the process
of production, and this again determines the dimensions of the com-
modity capital and money capital in so far as they perform their func-
tions parallel with the process of production. However co-existence,
by which continuity of production is determined, is only due to the
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movement of those parts of capital in which they successively pass
through their different stages. Co-existence is itself merely the result
of succession. If for instance C"—M’ stagnates as far as one part is con-
cerned, if the commodity cannot be sold, then the circuit of this part
is interrupted and no replacement by its means of production takes
place; the succeeding parts, which emerge from the process of produc-
tion in the shape of (7, find the change of their functions blocked by
their predecessors. If this lasts for some time, production is restricted
and the entire process brought to a halt. Every stagnation in succes-
sion carries disorder into co-existence, every stagnation in one stage
causes more or less stagnation in the entire circuit of not only the
stagnant part of the capital but also of the total individual capital.

The next form in which the process presents itselfis that of a succes-
sion of phases, so that the transition of capital into a new phase is
made necessary by its departure from another. Every separate circuit
has therefore one of the functional forms of capital for its point of de-
parture and point of return. On the other hand the aggregate process
is in fact the unity of the three circuits, which are the different forms
in which the continuity of the process expresses itself. The aggregate
circuit presents itself to every functional form of capital as its specific
circuit and every one of these circuits is a condition of the continuity
of the total process. The cycle of each functional form is dependent
upon the others. It is a necessary prerequisite for the aggregate proc-
ess of production, especially for the social capital, that it is at the
same time a process of reproduction and hence a circuit of each one of
its elements. Various fractional parts of capital pass successively
through the various stages and functional forms. Thanks to this every
functional form passes simultaneously with the others through its own
circuit, although always a different part of capital finds its expression
in it. One part of capital, continually changing, continually repro-
duced, exists as a commodity capital which is converted into money;
another as money capital which is converted into productive capital;
and a third as productive capital which is transformed into commod-
ity capital. The continuous existence of all three forms is brought
about by the circuit the aggregate capital describes in passing
through precisely these three phases.

Capital as a whole, then, exists simultaneously, spatially side by
side, in its different phases. But every part passes constantly and suc-
cessively from one phase, from one functional form, into the next and
thus functions in all of them in turn. Its forms are hence fluid and
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their simultaneousness is brought about by their succession. Every
form follows another and precedes it, so that the return of one capital
part to a certain form is necessitated by the return of the other part to
some other form. Every part describes continuously its own cycle, but
it is always another part of capital which exists in this form, and these
special cycles form only simultaneous and successive elements of the
aggregate process.

The continuity —instead of the above-described interruption — of
the aggregate process is achieved only in the unity of the three cir-
cuits. The aggregate social capital always has this continuity and its
process always exhibits the unity of the three circuits.

The continuity of the reproduction is at times more or less interrupt-
ed so far as individual capitals are concerned. In the first place the
masses of value are frequently distributed at various periods in un-
equal portions over the various stages and functional forms. In the
second place these portions may be differently distributed according
to the character of the commodity to be produced, hence according
to the particular sphere of production in which the capital is invested.
In the third place the continuity may be more or less broken in those
branches of production which are dependent on the seasons, either on
account of natural conditions (agriculture, herring catch, etc.) or on
account of conventional circumstances, as for instance in so-called
seasonal work. The process goes on most regularly and uniformly in
the factories and mines. But this difference in the various branches of
production does not cause any difference in the general forms of the
circular process.

Capital as self-expanding value embraces not only class relations,
a society of a definite character resting on the existence of labour in
the form of wage labour. It is a movement, a circuit-describing proc-
ess going through various stages, which itself comprises three differ-
ent forms of the circuit-describing process. Therefore it can be
understood only as motion, not as a thing at rest. Those who regard
the gaining by value of independent existence as a mere abstraction
forget that the movement of industrial capital is this abstraction in
actu. Value here passes through various forms, various movements in
which it maintains itself and at the same time expands, augments. As
we are here concerned primarily with the mere form of this move-
ment, we shall not take into consideration the revolutions which capi-
tal value may undergo during its circuit. But it is clear that in spite of
all the revolutions of value, capitalist production exists and can en-
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dure only so long as capital value is made to create surplus value, that
1s, so long as it describes its circuit as a value that has gained inde-
pendence, so long therefore as the revolutions in value are overcome
and equilibrated in some way. The movements of capital appear as
the action of some individual industrial capitalist who performs the
functions of a buyer of commodities and labour, a seller of commodi-
ties, and an owner of productive capital, who therefore promotes the
circuit by his activity. If social capital experiences a revolution in
value, it may happen that the capital of the individual capitalist suc-
cumbs to it and fails, because it cannot adapt itself to the conditions of
this movement of values. The more acute and frequent such revolu-
tions in value become, the more does the automatic movement of the
now independent value operate with the elemental force of a natural
process, against the foresight and calculation of the individual capi-
talist, the more does the course of normal production become subser-
vient to abnormal speculation, and the greater is the danger that
threatens the existence of the individual capitals. These periodical rev-
olutions in value therefore corroborate what they are supposed to re-
fute, namely, that value as capital acquires independent existence,
which it maintains and accentuates through its movement.

This succession of the metamorphoses of capital in process includes
continuous comparison of the change in the magnitude of value of the
capital brought about in the circuit with the original value. If value’s
acquisition of independence of the value-creating power, labour pow-
er, is inaugurated by the act M—L (purchase of labour power) and
is effected during the process of production as exploitation of labour
power, this acquisition of independence on the part of value does not
re-appear in that circuit, in which money, commodities, and elements
of production are merely alternating forms of capital value in process,
and the former magnitude of value is compared with capital’s present
changed magnitude of value.

* “Value,” * argues Bailey '® against the acquisition of independence by value, an
independence which is characteristic of the capitalist mode of production and which he
treats as an illusion of certain economists,* “value is a relation between contemporary
commodities, because such only admit of being exchanged for each other.” **

This he says against the comparison of commodity values of differ-

* S. Bailey, A Critical Dissertation on the Nature, Measures, and Causes of Value; Chiefly in
Reference to the Writings of Mr. Ricardo and His Followers. By the Author of Essays on the
Formation and Publication of Opinions, London, 1825, p. 72 (cf. present edition, Vol. 30,
p. 101).
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ent epochs, a comparison which amounts only to comparing the ex-
penditure of labour required in various periods for the production of
the same sort of commodities, once the value of money has been fixed
for every period. This comes from his general misunderstanding, for
he thinks that exchange value = value, that the form of value is value
itself; consequently commodity values can no longer be compared, if
they do not function actively as exchange values and thus cannot ac-
tually be exchanged for one another. He has not the least inkling of
the fact that value functions as capital value or capital only in so far
as it remains identical with itself and is compared with itself in the dif-
ferent phases of its circuit, which are not at all “‘contemporary” but
succeed one another.

In order to study the formula of the circuit in its purity it is not suf-
ficient to postulate that commodities are sold at their value; it must
also be assumed that this takes place with other things being equal.
Take for instance the form P ... P, disregarding all technical revolu-
tions within the process of production by which the productive capi-
tal of a certain capitalist might be depreciated; disregarding further-
more all reactions which a change in the elements of value of the pro-
ductive capital might have on the value of the existing commodity cap-
ital, which might appreciate or depreciate if a stock of it is on hand.
Suppose the 10,000 lbs of yarn, C’, have been sold at their value of
£500; 8,440 1bs = £422 replace the capital value contained in ¢, But
if the value of cotton, coal, etc., has increased (we do not consider
mere fluctuations in price), these £422 may not suffice for the full re-
placement of the elements of productive capital; additional money
capital is required, money capital is tied up. The opposite takes place
when those prices fall. Money capital is set free. The process takes
a wholly normal course only when the value relations remain con-
stant; its course is practically normal so long as the disturbances during
the repetitions of the circuit balance one another. But the greater
these disturbances the greater the money capital which the industrial
capitalist must possess to tide over the period of readjustment; and as
the scale of each individual process of production and with it the min-
imum size of the capital to be advanced increases in the process of
capitalist production, we have here another circumstance to be add-
ed to those others which transform the function of the industrial cap-
italist more and more into a monopoly of big money capitalists, who
may operate singly or in association.

We remark incidentally that if a change in the value of the ele-
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ments of production occurs, a difference appears between the form
M ... M’ on one side and P ... P and C’ ... C' on the other.

In M ... M’, the formula of newly invested capital, which first ap-
pears as money capital, a fall in the value of the means of production,
such as raw material, auxiliary material, etc., will permit of a smaller
expenditure of money capital than before this fall for the purpose of
starting a business of a definite size, because the scale of the process of
production (productive power development remaining the same) de-
pends on the mass and volume of the means of production which a giv-
en quantity of labour power can cope with; but it does not depend
on the value of these means of production nor on that of the labour
power (the latter value affects only the magnitude of self-expansion).
Take the reverse case. If there is a rise in the value of the elements of
production of the commodities which constitute the elements of the
productive capital, then more money capital is needed for the estab-
lishment of a business of definite proportions. In both cases it is only
the amount of the money capital required for new investment that is
affected. In the former case money capital becomes surplus, in the lat-
ter it is tied up, provided the accession of new individual industrial
capital proceeds in the usual way in a given branch of production.

Thecircuits P... Pand C’ ... C’ present themselves as M ... M” only to
the extent that the movement of P and €7 is at the same time accumu-
lation, hence to the extent that additional m, money, is converted
into money capital. Apart from this they are affected differently from
M ... M’ by a change in value of the elements of productive capital;
here, too, we do not take into consideration the reaction of such changes
in value on those constituent parts of capital which are engaged in
the process of production. It is not the original expenditure which is
directly affected here, but an industrial capital engaged in its process
of reproduction and not in its first circuit; i.e., G ... CG<yp, the
reconversion of commodity capital into its elements of production, so
far as they are composed of commodities. When values (or prices) fall
three cases are possible: The process of reproduction is continued on
the same scale; in that event a part of the money capital existing hith-
erto is set free and money capital is accumulated, although no real ac-
cumulation (production on an extended scale) or transformation of
m (surplus value) into an accumulation fund initiating and accompa-
nying such accumulation has previously taken place. Or the process
of reproduction is carried on on a more extensive scale than ordina-
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rily would have been the case, provided the technical proportions ad-
mit it. Or, finally, a larger stock of raw materials, etc., is laid in.

The opposite occurs if the value of the elements of replacement of
a commodity capital increases. In that case reproduction no longer
takes place on its normal scale (e. g., the working day gets shorter); or
additional money capital must be employed in order to maintain the
old volume of work (money capital is tied up); or the money fund for
accumulation, when one exists, is employed entirely or partially for
the operation of the process of reproduction on its old scale instead of
for the enlargement of this process. This is also tying up money capital,
except that here the additional money capital does not come from the
outside, from the money market, but from the means of the industrial
capitalist himself.

However, there may be modifying circumstancesin P... Pand C’ ...
(. If our spinning-mill proprietor for example has a large stock of cot-
ton (a large proportion of his productive capital in the form of a stock
of cotton), a part of his productive capital is depreciated by a fall in
the prices of cotton; but if on the contrary these prices rise, this part of
his productive capital appreciates. On the other hand, if he has tied
up huge quantities in the form of commodity capital, for instance of
cotton yarn, a part of his commodity capital, hence of his circuit-
describing capital in general, is depreciated by a fall of cotton, or ap-
preciated by a rise in its prices. Finally take the process C'—
M—C <pjp. If C'—M, the realisation of the commodity capital, has
taken place before a change in the value of the elements of C, then cap-
ital is affected only in the way indicated in the first case, namely in
the second act of circulation, M—C <jp; but if such a change has
occurred before C—M has been effected, then, other conditions re-
maining equal, a fall in the price of cotton causes a corresponding fall
in the price of yarn, and a rise in the price of cotton means conversely
a rise in the price of yarn. The effect on the various individual capitals
invested in the same branch of production may differ widely, accord-
ing to the circumstances in which they find themselves.

Money capital may also be set free or tied up on account of differ-
ences in the duration of the process of circulation, hence also in the
speed of circulation. But this belongs in the discussion on turnover. At
this point we are only interested in the real difference that becomes
evident, with regard to changes of values of the elements of produc-
tive capital, between M ... M’ and the other two circuit forms.

In the circulation section M—C <y, in the epoch of the already
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developed and hence prevailing capitalist mode of production,
a large portion of the commodities composing MP, the means of pro-
duction, is itself functioning as the commodity capital of someone
else. From the standpoint of the seller, therefore, C'—M’, the transfor-
mation of commodity capital into money capital, takes place. But this
is not an absolute rule. On the contrary. Within its process of circula-
tion, in which industrial capital functions either as money or as com-
modities, the circuit of industrial capital, whether as money capital or
as commodity capital, crosses the commodity circulation of the most
diverse modes of social production, so far as they produce commodi-
ties. No matter whether commodities are the output of production
based on slavery, of peasants (Chinese, Indian ryots), of communes
(Dutch East Indies), of state enterprise (such as existed in former
epochs of Russian history on the basis of serfdom) or of half-savage
hunting tribes, etc.—as commodities and money they come face to
face with the money and commodities in which the industrial capital
presents itself and enter as much into its circuit as into that of the sur-
plus value borne in the commodity capital, provided the surplus
value is spent as revenue; hence they enter into both branches of cir-
culation of commodity capital. The character of the process of pro-
duction from which they originate is immaterial. They function as
commodities in the market, and as commodities they enter into the
circuit of industrial capital as well as into the circulation of the sur-
plus value incorporated in it. It is therefore the universal character of
the origin of the commodities, the existence of the market as world
market, which distinguishes the process of circulation of industrial cap-
ital. What is true of the commodities of others is also true of the
money of others. Just as commodity capital faces money only as com-
modities, so this money functions vis-a-vis commodity capital only as
money. Money here performs the functions of world money.

However two points must be noted here.

First: As soon as act M—MP is completed, the commodities (MP)
cease to be such and become one of the modes of existence of indus-
trial capital in its functional form of P, productive capital. Thereby
however their origin is obliterated. They exist henceforth only as
forms of existence of industrial capital, are embodied in it. However it
still remains true that to replace them they must be reproduced, and
to this extent the capitalist mode of production is conditional on
modes of production lying outside of its own stage of development.
But it is the tendency of the capitalist mode of production to trans-
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form all production as much as possible into commodity production.
The mainspring by which this is accomplished is precisely the involve-
ment of all production into the capitalist circulation process. And
developed commodity production itself is capitalist commodity pro-
duction. The intervention of industrial capital promotes this transfor-
mation everywhere, but with it also the transformation of all direct
producers into wage labourers.

Secondly: The commodities entering into the process of circulation
of industrial capital (including the requisite means of subsistence into
which variable capital, after being paid to the labourers, is trans-
formed for the purpose of reproducing their labour power), regardless of
their origin and of the social form of the productive process by which
they were brought into existence, come face to face with industrial cap-
ital itself already in the form of commodity capital, in the form of
commodity dealer’s or merchant’s capital. And merchant’s capital,
by its very nature, comprises commodities of all modes of production.

The capitalist mode of production presupposes not only large-scale
production but also, and necessarily so, sales on a large scale, hence
sale to the merchant, not to the individual consumer. If this consumer
is himself a productive consumer, hence an industrial capitalist, i.e.,
if the industrial capital of one branch of production supplies some
other branch of industry with means of production, direct sale by one
industrial capitalist to many others takes place (in the form of orders,
etc.). To this extent every industrial capitalist is a direct seller and his
own merchant, which by the way he also is when he sells to a mer-
chant. :

Trading in commodities as the function of merchant’s capital is
a premise of capitalist production and develops more and more in the
course of development of such production. Therefore we occasionally
take its existence for granted to illustrate particular aspects of the proc-
ess of capitalist circulation; but in the general analysis of this process
we assume direct sale, without the intervention of a merchant, be-
cause this intervention obscures various facets of the movement.

Cf. Sismondi '® who presents the matter somewhat naively:

“Commerce employs considerable capital, which at first sight does not seem to be
a part of that capital whose movement we have described in detail. The value of the
cloth accumulated in the stores of the cloth-merchant seems at first to be entirely
foreign to that part of the annual production which the rich gives to the poor as wages
in order to make him work. However this capital has simply replaced the other of

which we have spoken. For the purpose of clearly understanding the progress of
wealth, we have begun with its creation and followed it to its consumption. Then the
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capital employed in cloth manufacturing, for instance, always seemed the same to us;
and when it was exchanged for the revenue of the consumer, it was divided into only
two parts, one of them serving as revenue of the manufacturer in the form of the profit,
the other serving as revenue of the labourers in the form of wages for the time they were
manufacturing new cloth.

“But it was soon found that it would be to the advantage of all if the different parts
of this capital were to replace one another and that, if 100,000 écus were sufficient for
the entire circulation between the manufacturer and the consumer, they should be di-
vided equally between the manufacturer, the wholesale merchant, and the retail
merchant. The first then did with only one-third of this capital the same work as he
had done with the entire capital, because as soon as his work of manufacturing was
completed he found that a merchant would rather buy from him than a consumer
would. On the other hand the capital of the wholesaler was much sooner replaced by
that of the retailer... The difference between the sums advanced for wages and the pur-
chase price paid by the ultimate consumer was considered the profit of those capitals.
It was divided between the manufacturer, the merchant, and the retailer, from the mo-
ment that they had divided their functions among themselves, and the work performed
was the same, although it had required three persons and three parts of capital instead
of one” (Nouveaux Principes, 1, pp. 139, 140).

“All of them” (the merchants) “contributed indirectly to the production; for having
consumption for its object, production cannot be regarded as completed until the thing
produced is placed within the reach of the consumer” (ibid., p. 137).2

In the discussion of the general forms of the circuit and in the entire
second book in general, we take money to mean metallic money, with
the exception of symbolic money, mere tokens of value, which are de-
signed for specific use in certain states, and of credit money, which is
not yet developed. In the first place, this is the historical order; credit
money plays only a very minor role, or none at all, during the first
epoch of capitalist production. In the second place, the necessity of
this order is demonstrated theoretically by the fact that everything of
a critical nature which Tooke and others hitherto expounded in re-
gard to the circulation of credit money compelled them to hark back
again and again to the question of what would be the aspect of the
matter if nothing but metal money were in circulation. But it must
not be forgotten that metal money may serve as a purchasing me-
dium and also as a paying medium. For the sake of simplicity, we
consider it in this second book generally only in its first functional
form.

The process of circulation of industrial capital, which is only a part
of its individual circuit, is determined by the general laws previously
set forth (Buch I, Kap. III),” in so far as it is only a series of acts

* Marx quotes in French. - ® English edition: Vol. 1, Ch. I1I {present edition, Vol. 35).
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within the general circulation of commodities. The greater the veloc-
ity of the currency of money, the more rapidly therefore every indi-
vidual capital passes through the series of its commodity or money
metamorphoses, the more numerous are the industrial capitals (or in-
dividual capitals in the form of commodity capitals) started circulat-
ing successively by a given mass of money, for example £500. The
more the money functions as a paying medium, the more therefore —
for instance in the replacement of some commodity capital by its
means of production— nothing but balances have to be squared, and
the shorter the periods of time when payments fall due, as for instance
in paying wages, the less money a given mass of capital value there-
fore requires for its circulation. On the other hand, assuming that the
velocity of the circulation and all other conditions remain the same,
the amount of money required to circulate as money capital is deter-
mined by the sum of the prices of the commodities (price multiplied
by the volume of commodities), or, if the quantity and value of the
commodities are fixed, by the value of the money itself.

But the laws of the general circulation of commodities are valid
only when capital’s circulation process consists of a series of simple
acts of circulation; they do not apply when the latter constitute func-
tionally determined sections of the circuit of individual industrial
capitals.

In order to make this plain, it is best to study the process of circula-
tion in its uninterrupted interconnection, such as it appears in the fol-
lowing two forms:

c— M—C<;l
Im p..C { —™M

C— m—cC

P P(P)

C— M~C<]';[
1) ¢ § —™

c— m—c¢

p...P...C

As a series of acts of circulation in general, the process of circulation
(whether in the form of C—M—C or of M—C—M) represents mere-
ly the two antithetical series of commodity metamorphoses, every
single one of which in its turn implies an opposite metamorphosis on
the part of the alien commodity or alien money confronting the com-
modity.

C—M on the part of the owner of 2 commodity means M—C on
the part of its buyer; the first metamorphosis of the commodity in G—M
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is the second metamorphosis of the commodity appearing in the
form of M; the opposite applies to M—C. Hence, what has been
shown concerning the intertwining of the metamorphosis of a certain
commodity in one stage with that of another in another stage applies
to the circulation of capital so far as the capitalist functions as a buyer
and seller of commodities, and his capital on that account functions
in the form of money opposed to the commodities of another, or in the
form of commodities opposed to the money of another. But this inter-
twining is not to be identified with the intertwining of the meta-
morphoses of capitals.

In the first place M—C (MP), as we have seen, may represent an
intermingling of the metamorphoses of different individual capitals.
For instance the commodity capital of the spinning-mill owner, yarn,
is partly replaced by coal. One part of his capital exists in the form of
money and is converted into the form of commodities, while the capi-
tal of the capitalist producer of coal is in the form of commodities and
is therefore converted into the form of money; the same act of circula-
tion represents in this case opposite metamorphoses of two industrial
capitals (in different branches of production), hence an intertwining
of the series of metamorphoses of these capitals. But as we have seen
the MP into which M is transformed need not be commodity capital
in the categorical sense, 1. €., need not be a functional form of indus-
trial capital, need not be produced by a capitalist. It is always M—C
on one side and C—M on the other, but not always an intermingling
of metamorphoses of capitals. Furthermore M—L, the purchase of la-
bour power, is never an intermingling of metamorphoses of capitals,
for labour power, though the commodity of the labourer, does not be-
come capital until it is sold to the capitalist. On the other hand in the
process C'—M, it is not necessary that M’ should represent converted
commodity capital; it may be the realisation in money of the commo-
dity labour power (wages), or of the product of some independent la-
bourer, slave, serf, or community.

In the second place however it is not at all required for the dis-
charge of the functionally determined role played by every metamor-
phosis occurring within the process of circulation of some individual
capital that this metamorphosis should represent the corresponding
opposite metamorphosis in the circuit of the other capital, provided
we assume that the entire production of the world market is carried
on capitalistically. For instance in the circuit P .... P, the M” which
converts C” into money may be to the buyer only the realisation in
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money of his surplus value (if the commodity is an article of consump-
tion); or, in M—C’ <yjp (where therefore already accumulated cap-
ital enters) M” may, as far as the vendor of MP is concerned, enter
into the circulation of his capital only to replace his advanced capital
or it may not re-enter at all by being diverted into revenue expendi-
ture.

Therefore the manner in which the various component parts of the
aggregate social capital, of which the individual capitals are but con-
stituents functioning independently, mutually replace one another in
the process of circulation —in regard to capital as well as surplus val-
ue—is not ascertained from the simple intertwinings of the meta-
morphoses in the circulation of commodities — intertwinings which
the acts of capital circulation have in common with all other circula-
tion of commodities. That requires a different method of investiga-
tion. Hitherto one has been satisfied with uttering phrases which
upon closer analysis are found to contain nothing but indefinite ideas
borrowed from the intertwining of metamorphoses common to all
commodity circulation.

One of the most obvious peculiarities of the movement in circuits of
industrial capital, and therefore also of capitalist production, is the
fact that on the one hand the component elements of productive capi-
tal are derived from the commodity market and must be continually
renewed out of it, bought as commodities; and that on the other hand
the product of the labour process emerges from it as a commodity and
must be continually sold anew as a commodity. Compare for instance
a modern farmer of the Scotch lowlands with an old-fashioned small
peasant on the Continent. The former sells his entire product and has
therefore to replace all its elements, even his seed, in the market; the
latter consumes the greater part of his product directly, buys and sells
as little as possible, fashions tools, makes clothing, etc., so far as possi-
ble himself.

Natural economy, money economy, and credit economy have
therefore been placed in opposition to one another as being the three
characteristic economic forms of movement in social production.

In the first place these three forms do not represent equivalent
phases of development. The so-called credit economy is merely a form
of the money economy, since both terms express functions or modes of
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exchange among the producers themselves. In developed capitalist
production, the money economy appears only as the basis of the cre-
dit economy. The money economy and credit economy thus corres-
pond only to different stages in the development of capitalist produc-
tion, but they are by no means independent forms of exchange vis-
a-vis natural economy. With the same justification one might contra-
pose as equivalents the very different forms of natural economy to
those two economies. :

In the second place, since it is not the economy, i. €., the process of
production itself that is emphasised as the distinguishing mark of the
two categories, money economy and credit economy, but rather the
mode of exchange — corresponding to that economy-— between the
various agents of production, or producers, the same should apply to
the first category. Hence exchange economy instead of natural econ-
omy. A completely isolated natural economy, such as the Inca state
of Peru,?® would not come under any of these categories.

In the third place the money economy is common to all commodity
production and the product appears as a commodity in the most var-
ted organisms of social production. Consequently what characterises
capitalist production would then be only the extent to which the pro-
duct is created as an article of commerce, as a commodity, and hence
the extent also to which its own constituent elements must enter again
as articles of commerce, as commodities, into the economy from
which it emerges.

As a matter of fact capitalist production is commodity production
as the general form of production. But it is so and becomes so more
and more in the course of its development only because labour itself
appears here as a commodity, because the labourer sells his labour,
that is, the function of his labour power, and our assumption is that
he sells it at its value, determined by its cost of reproduction. To the
extent that labour becomes wage labour, the producer becomes an
industrial capitalist. For this reason capitalist production (and hence
also commodity production) does not reach its full scope until the di-
rect agricultural producer also becomes a wage labourer. In the rela-
tion of capitalist and wage labourer, the money relation, the relation
between the buyer and the seller, becomes a relation inherent in pro-
duction. But this relation has its foundation in the social character of
production, not in the mode of exchange. The latter conversely ema-
nates from the former. It is, however, quite in keeping with the bour-
geois horizon, everyone being engrossed in the transaction of shady
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business, not to see in the character of the mode of production the
basis of the mode of exchange corresponding to it, but vice versa.”

The capitalist throws less value in the form of money into the circu-
lation than he draws out of it, because he throws into it more value in
the form of commodities than he withdrew from it in the form of com-
modities. Since he functions simply as a personification of capital, as
an industrial capitalist, his supply of commodity value is always great-
er than his demand for it. If his supply and demand in this respect
covered each other it would mean that his capital had not produced
any surplus value; that it had not functioned as productive capital;
that the productive capital had been converted into commodity capi-
tal not big with surplus value; that it had not drawn any surplus
value in commodity form out of labour power during the process of
production, had not functioned at all as capital. The capitalist must
indeed “sell dearer than he has bought”, but he succeeds in doing so
only because the capitalist process of production enables him to trans-
form the cheaper commodity he bought — cheaper because it con-
tains less value —into a commodity of greater value, hence a dearer
one. He sells dearer, not because he sells above the value of his com-
modity, but because his commodity contains value in excess of that
contained in the ingredients of its production.

The rate at which the capitalist makes the value of his capital ex-
pand is the greater, the greater the difference between his supply and
his demand, i.e., the greater the excess of the commodity value he
supplies over the commodity value he demands. His aim is not to
equalise his supply and demand, but to make the inequality between
them, the excess of his supply over his demand, as great as possible.

What is true of the individual capitalist applies to the capitalist
class.

In so far as the capitalist merely personifies industrial capital, his
own demand is confined to means of production and labour power.
In point of value, his demand for MP is smaller than his advanced cap-
ital; he buys means of production of a smaller value than that of his
capital, and therefore of a still smaller value than that of the commod-
ity capital which he supplies.

™ End of Manuscript V. What follows, to the end of the chapter, is a note con-
tained in a notebook of 1877 or 1878 amid extracts from various books.
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As regards his demand for labour power, it is determined in point
of value by the relation of his.variable capital to his total capital,
hence = v:C. In capitalist production this demand therefore grows
relatively smaller than his demand for means of production. His
purchases of MP steadily rise above his purchases of L.

Since the labourer all too often converts his wages almost wholly
into means of subsistence, and for the overwhelmingly larger part into
absolute necessities, the demand of the capitalist for labour power is in-
directly also a demand for the articles of consumption essential to the
working class. But this demand is equal to v and not one iota greater (if
the labourer saves a part of his wages — we necessarily discard here all
credit relations—he converts part of his wages into a hoard and pro
tanto* does not act as a bidder, a purchaser). The upper limit of a cap-
italist’s demand is = to C = c+ v, but his supply is c+ v +s.
Consequently if the composition of his commodity capital is
80, + 20, 4+ 20,, his demand is = to 80, + 20,, hence, considered
from the angle of the value it contains, !/; smaller than his supply.
The greater the percentage of the mass of surplus value m produced
by him (his rate of profit) the smaller becomes his demand in relation
to his supply. Although with the further development of production
the demand of the capitalist for labour power, and thus indirectly for
necessary means of subsistence, steadily decreases compared with his
demand for means of production, it must not be forgotten on the
other hand that his demand for MP is always smaller than his capital.
His demand for means of production must therefore always be
smaller in value than the commodity product of the capitalist who,
working with a capital of equal value and under equal conditions,
furnishes him with those means of production. That many capitalists
and not only one do the furnishing does not alter the case. Take it
that his capital is £ 1,000, and its constant part = £ 800; then his de-
mand on all these capitalists is = to £ 800. Together they supply
means of production worth £ 1,200 for each £ 1,000 (regardless of
what share in each £ 1,000 may fall to each one of them and of the
fraction of his total capital which the share of each may represent),
assuming that the rate of profit is the same. Consequently his demand
covers only 2/, of their supply, while his own total demand amounts to
only */; of his own supply, measured in value.

It still remains for us, incidentally, to investigate the problem of

a

to that extent
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turnover. Let the total capital of the capitalist be £ 5,000, of which
£ 4,000 is fixed and £ 1,000 circulating capital; let these £ 1,000 be
composed of 800, + 200,, as assumed above. His circulating capital
must be turned over five times a year for his total capital to turn over
once. His commodity product is then = £ 6,000, i.e., £ 1,000 more
than his advanced capital, which results in the same ratio of
surplus value as above:

5,000 C: 1,000, = 100,,,,:20,. This turnover therefore does not
change anything in the ratio of his total demand to his total supply.
The former remains '/, smaller than the latter.

Suppose his fixed capital has to be renewed in 10 years. So the capi-
talist pays every year '/, = £ 400 into a sinking fund and thus has
only a value of £ 3,600 of fixed capital left + £ 400 in money. If the
repairs are necessary and do not exceed the average, they represent
nothing but capital he has invested later. We may look at the matter
the same as if he had allowed for the cost of repairs beforehand, when cal-
culating the value of his investment capital, so far as this enters into
the annual commodity product, so that it is included in that 'f g sink-
ing fund payment. (If his need of repairs is below average he has
done a good piece of business, and the reverse if it is above average.
But this evens out for the entire class of capitalists engaged in the
same branch ofindustry.} Atany rate, although hisannual demand still
remains £ 5,000, equal to the original capital value he advanced (as-
suming his total capital is turned over once a year), this demand in-
creases with regard to the circulating part of the capital, while it
steadily decreases with regard to its fixed part.

We now come to reproduction. Let us assume that the capitalist
consumes the entire surplus value m and reconverts only capital C of
the original magnitude into productive capital. Then the demand of
the capitalist is equal in value to his supply; but this does not refer to
the movement of his capital. As a capitalist he exercises a demand for
only */; of his supply (in terms of value). He consumes !/; as a non-
capitalist, not in his function as capitalist but for his private require-
ments or pleasures.

His calculation, expressed in percentages, is then as follows:

Demand as capitalist 100, supply =120
Demand as man about town = 20, supply = —

Total demand = 120, supply =120
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This assumption is tantamount to assuming that capitalist produc-
tion does not exist, and therefore that the industrial capitalist himself
does not exist. For capitalism is abolished root and branch by the
bare assumption that it is personal consumption and not enrichment
that works as the compelling motive.

But such an assumption is impossible also technically. The capital-
ist must not only form a reserve capital to cushion price fluctuations
and enable him to wait for favourable buying and selling conditions.
He must accumulate capital in order to extend his production and
build technical progress into his productive organism.

In order to accumulate capital he must first withdraw in money
form from circulation a part of the surplus value which he obtained from
that circulation, and must hoard it until it has increased sufficiently
for the extension of his old business or the opening of a side-line. So
long as the formation of the hoard continues, it does not increase the
demand of the capitalist. The money is immobilised. It does not with-
draw from the commodity market any equivalent in commodities for
the money equivalent withdrawn from it for commodities supplied.

Credit is not considered here. And credit includes for example de-
posits by the capitalist of accumulating money in a bank on current
account paying interest.

Chapter V
THE TIME OF CIRCULATION®

We have seen that the movement of capital through the sphere of
production and the two phases of the sphere of circulation takes place
in a series of periods of time. The duration of its sojourn in the sphere
of production is its time of production, that of its stay in the sphere of
circulation its time of circulation or rotation. The total time during
which it describes its circuit is therefore equal to the sum of its time of
production and its time of circulation.

The time of production naturally comprises the period of the la-
bour process, but is not comprised in it. It will be remembered first of
all that a part of the constant capital exists in the form of instruments
of labour, such as machinery, buildings, etc., which serve the same

8 Beginning of Manuscript IV.
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constantly repeated labour processes until they are worn out. Periodi-
cal interruptions of the labour process, by night for instance, inter-
rupt the functioning of these instruments of labour, but not their stay
at the place of production. They belong to this place when they are in
function as well as when they are not. On the other hand the capital-
ist must have a definite supply of raw material and auxiliary material
in readiness, in order that the process of production may take place
for a longer or shorter time on a previously determined scale, without
being dependent on the accidents of daily supply from the market.
This supply of raw material, etc., is productively consumed only by
degrees. There is, therefore, a difference between its time of produc-
tion” and its time of functioning. The time of production of the means
of production in general comprises, therefore, 1) the time during
which they function as means of production, hence serve in the pro-
duction process; 2) the stops during which the process of production,
and thus the functioning of the means of production embodied in it,
are interrupted; 3) the time during which they are held in readiness
as prerequisites of that process, hence already represent productive
capital but have not yet entered into the process of production.
The difference so far considered has in each case been the difference
between the time which the productive capital stays in the sphere of
production and that it stays in the process of production. But the pro-
cess of production may itself be responsible for interruptions of the
labour process, and hence of the labour time—intervals during
which the subject of labour is exposed to the action of physical pro-
cesses without the further intervention of human labour. The process
of production, and thus the functioning of the means of production,
continue in this case, although the labour process, and thus the func-
tioning of the means of production as instruments of labour, have
been interrupted. This applies, for instance, to the grain, after it has
been sown, the wine fermenting in the cellar, the labour material of
many factories, such as tanneries, where the material is exposed to the
action of chemical processes. The time of production is here longer
than the labour time. The difference between the two consists in an
excess of the production time over the labour time. This excess always
arises from the latent existence of productive capital in the sphere of

" Time of production is here used in the active sense: The time of produc-
tion of the means of production does not mean in this case the time required for their
production, but the time during which they take part in the production process of a
commodity product.— F. E.
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production without functioning in the process of production itself or
from its functioning in the production process without taking part in
the labour process.

That part of the latent productive capital which is held in readiness
only as a requisite for the production process, such as cotton, coal,
etc., in a spinning-mill, acts as a creator of neither products nor value.
It is fallow capital, although its fallowness is essential for the uninter-
rupted flow of the process of production. The buildings, apparatus,
etc., necessary for the storage of the productive supply (latent capi-
tal) are conditions of the production process and therefore constitute
component parts of the advanced productive capital. They perform
their function as conservators of the productive components in the
preliminary stage. Inasmuch as labour processes are necessary in this
stage, they add to the cost of the raw material, etc., but are produc-
tive labour and produce surplus value, because a part of this labour,
like of all other wage labour, is not paid for. The normal interrup-
tions of the entire process of production, i. e., the intermissions during
which the productive capital does not function, create neither value
nor surplus value. Hence the desire to keep the work going at night,
too (Buch I, Kap. VIII, 4).#

The intervals in the labour time which the subject of labour must en-
dure in the process of production itself create neither value nor sur-
plus value. But they advance the product, form a part of its life, a pro-
cess through which it must pass. The value of the apparatus, etc., is
transferred to the product in proportion to the entire time during
which they perform their function; the product is brought to this
stage by labour itself, and the employment of these apparatus is as
much a condition of production as is the reduction to dust of a part of
the cotton which does not enter into the product but nevertheless
transfers its value to that product. The other part of the latent capi-
tal, such as buildings, machinery, etc., i. €., the instruments of labour
whose functioning is interrupted only by the regular pauses of the
production process—irregular interruptions caused by the restric-
tion of production, crises, etc., are total losses — adds value without
entering into the creation of the product. The total value which this
part of capital adds to the product is determined by its average durabi-
lity; it loses value, because it loses its use value, both during the time that
it performs its functions as well as during that in which it does not.

* English edition: Vol. f, Ch. X, 4 (present edition, Vol. 33).
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Finally the value of the constant part of capital, which continues in
the production process although the labour process is interrupted, re-
appears in the result of the production process. Labour itself has here
placed the means of production in conditions under which they pass
of themselves through certain natural processes, the result of which is
a definite useful effect or a change in the form of their use value. La-
bour always transfers the value of the means of production to the pro-
duct, in so far as it really consumes them in a suitable manner, as
means of production. And it does not change the matter whether la-
bour has to bear continually on its subject by means of the instru-
ments of labour in order to produce this effect or whether it merely
needs to give the first impulse by providing the means of production
with the conditions under which they undergo the intended altera-
tion of themselves, in consequence of natural processes, without the
further assistance of labour.

Whatever may be the reason for the excess of the production time
over the labour time — whether the circumstance that means of pro-
duction constitute only latent productive capital and hence are still in
a stage preliminary to the actual production process or that their own
functioning is interrupted within the process of production by its
pauses or finally that the process of production itself necessitates
interruptions of the labour process—in none of these cases do the
means of production function as absorbers of labour. And if they do
not absorb labour, they do not absorb surplus labour, either. Hence
there is no expansion of the value of productive capital so long as it
stays in that part of its production time which exceeds the labour
time, no matter how inseparable from these pauses the carrying on of
the process of self-expansion may be. It is plain that the more the pro-
duction time and labour time cover each other the greater is the pro-
ductivity and self-expansion of a given productive capital in a given
space of time. Hence the tendency of capitalist production to reduce
the excess of the production time over the labour time as much as
possible. But while the time of production of a certain capital may dif-
fer from itslabour time, it always comprises the latter, and this excess is
itself a condition of the process of production. The time of production,
then, is always that time in which a capital produces use values and
expands, hence functions as productive capital, although it includes
timein whichitiseitherlatent or produces without expanding its value.

Within the sphere of circulation, capital abides as commodity capi-
tal and money capital. Its two processes of circulation consist in its



Ch. V.—The Time of Circulation 129

transformation from the commodity form into that of money and
from the money form into that of commodities. The circumstance
that the transformation of commodities into money is here at the
same time a realisation of the surplus value embodied in the commo-
dities, and that the transformation of money into commodities is at
the same time a conversion or reconversion of capital value into the
form of its elements of production does not in the least alter the fact
that these processes, as processes of circulation, are processes of the
simple metamorphosis of commodities.

Time of circulation and time of production mutually exclude each
other. During its time of circulation capital does not perform the
functions of productive capital and therefore produces neither com-
modities nor surplus value. If we study the circuit in its simplest form,
as when the entire capital value passes in one bulk from one phase
into another, it becomes palpably evident that the process of produc-
tion and therefore also the self-expansion of the capital value are inter-
rupted so long as its time of circulation lasts, and that the renewal of
the process of production will proceed at a faster or a slower pace de-
pending on the length of the circulation time. But if on the contrary
the various parts of capital pass through the circuit one after another,
so that the circuit of the entire capital value is accomplished succes-
sively in the circuits of its various component parts, then it is evident
that the longer its aliquot parts stay in the sphere of circulation the
smaller must be the part functioning in the sphere of production. The
expansion and contraction of the time of circulation operate therefore
as negative limits to the contraction or expansion of the time of pro-

_duction or of the extent to which a capital of a given size functions as
productive capital. The more the metamorphoses of circulation of
a certain capital are only ideal, i. e., the more the time of circulation
is equal to zero, or approaches zero, the more does capital function,
the more does its productivity and the self-expansion of its value in-
crease. For instance, if a capitalist executes an order by the terms of
which he receives payment on delivery of the product, and if this pay-
ment is made in his own means of production, the time of circulation
approaches zero.

A capital’s time of circulation therefore limits, generally speaking,
its time of production and hence its process of generating surplus
value. And it limits this process in proportion to its own duration.
This duration may considerably increase or decrease and hence may
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restrict capital’s time of production in a widely varying degree. But
political economy sees only what is apparent, namely the effect of the
time of circulation on capital’s process of the creation of surplus value
in general. It takes this negative effect for a positive one, because its
consequences are positive. It clings the more tightly to this appear-
ance since it seems to furnish proof that capital possesses a mystic
source of self-expansion independent of its process of production and
hence of the exploitation of labour, a spring which flows to it from the
sphere of circulation. We shall see later that even scientific political
economy has been deceived by this appearance of things. Various
phenomena, it will turn out, give colour to this semblance: 1) The
capitalist method of calculating profit, in which the negative cause
figures as a positive one, since with capitals in different spheres of invest-
ment, where only the times of circulation are different, a longer time
of circulation tends to bring about an increase of prices, in short,
serves as one of the causes of equalising profits. 2) The time of circulation
is but a phase of the time of turnover; the latter however includes the
time of production or reproduction. What is really due to the latter
seems to be due to the time of circulation. 3) The conversion of com-
modities into variable capital (wages) is necessitated by their previ-
ous conversion into money. In the accumulation of capital, the con-
version into additional variable capital therefore takes place in the
sphere of circulation, or during the time of circulation. Consequently
it seems that the accumulation thus achieved is owed to the latter.

Within the sphere of circulation capital passes through the two anti-
thetical phases C—M and M — C; it is immaterial in what order.
Hence its time of circulation is likewise divided into two parts, viz.:
the time it requires for its conversion from commodities into money,
and that which it requires for its conversion from money into commo-
dities. We have already learned from the analysis of the simple circu-
lation of commodities (Buch I, Kap. III)* that C-— M, the sale, is the
most difficult part of its metamorphosis and that therefore under or-
dinary conditions it takes up the greater part of its time of circulation.
As money, value exists in its always convertible form. As a commo-
dity it must first be transformed into money before it can assume this
form of direct convertibility and hence of constant readiness for ac-
tion. However, in capital’s process of circulation, its phase M — C has
to do with its transformation into commodities which constitute defi-

* English edition: Vol. I, Ch. III (present edition, Vol. 35).
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nite elements of productive capital in a given enterprise. The means of
production may not be available in the market and must first be pro-
duced or they must be procured from distant markets or their ordi-
nary supply has become irregular or prices have changed, etc., in
short there are a multitude of circumstances which are not noticeable
in the simple change of form M — C, but which nevertheless require
now more, now less time also for this part of the circulation phase.
C—M and M—C may be separate not only in time but also in
space; the market for buying and the market for selling may be lo-
cated apart. In the case of factories for instance buyer and seller are
frequently different persons. In the production of commodities, circu-
lation is as necessary as production itself, so that circulation agents
are just as much needed as production agents. The process of repro-
duction includes both functions of capital, therefore it includes the
necessity of having representatives of these functions, either in the
person of the capitalist himself or of wage labourers, his agents. But
this furnishes no ground for confusing the agents of circulation with
those of production, any more than it furnishes ground for confusing
the functions of commodity capital and money capital with those of
productive capital. The agents of circulation must be paid by the
agents of production. But if the capitalists, who sell to and buy from
one another, create neither values nor products by these acts, this
state of affairs is not changed if they are enabled or compelled by the
volume of their business to shift this function on to others. In some
businesses the buyers and sellers get paid in the form of percentages
on the profits. All talk about their being paid by the consumer does
not help matters. The consumers can pay only in so far as they them-
selves, as agents of production, produce an equivalent in commodities
or appropriate it from production agents either on the basis of some
legal title (as their co-partners, etc.) or by personal services.

There is a difference between G—M and M — C which has noth-
ing to do with the difference in forms of commodities and money but
arises from the capitalist character of production. Intrinsically both
C—M and M —C are mere conversions of given value from one
form into another. But C"— M is at the same time a realisation of the
surplus value contained in &". M — C however is not. Hence selling is
more important than buying. Under normal conditions M—C is an
act necessary for the self-expansion of the value expressed in M, but it
is not a realisation of surplus value; it is the introduction to its pro-
duction, not an afterword.
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The form in which a commodity exists, its existence as a use value,
sets definite limits to the circulation of commodity capital C'—M".
Use values are perishable by nature. Hence, if they are not produc-
tively or individually consumed within a certain time, depending on
what they are intended for, in other words, if they are not sold within
a certain period, they spoil and lose with their use value the property
of being vehicles of exchange value. The capital value contained in
them, hence also the surplus value accrued in it, gets lost. The use val-
ues do not remain the carriers of perennial self-expanding capital
value unless they are constantly renewed and reproduced, are re-
placed by new use values of the same or of some other order. The sale of
the use values in the form of finished commodities, hence their entry
into productive or individual consumption effected through this sale,
is however the ever recurring condition of their reproduction. They
must change their old use form within a definite time in order to con-
tinue their existence in a new form. Exchange value maintains itself
only by means of this constant renewal of its body. The use values of
various commodities spoil sooner or later; the interval between their
production and consumption may therefore be comparatively long or
short; hence they can persist without spoiling in the circulation phase
C-— M for a shorter or longer term in the form of commodity capital,
can endure a shorter or a longer time of circulation as commodities.
The limit of the circulation time of a commodity capital imposed by
the spoiling of the body of the commodity is the absolute limit of this
part of the time of circulation, or of the time of circulation of commo-
dity capital as such. The more perishable a commodity and the
sooner after its production it must therefore be consumed and hence
sold, the more restricted is its capacity for removal from its place of
production, the narrower therefore is the spatial sphere of its circula-
tion, the more localised are the markets where it can be sold. For this
reason the more perishable a commodity and the greater the absolute
restriction of its time of circulation as commodity on account of its
physical properties, the less is it suited to be an object of capitalist
production. Such a commodity can come within its grasp only in
thickly populated districts or to the extent that improved transporta-
tion facilities eliminate distance. But the concentration of the produc-
tion of any article in the hands of a few and in a populous district may
create a relatively large market even for such articles as are the pro-
ducts of large breweries, dairies, etc.
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Chapter VI
THE COSTS OF CIRCULATION

I. GENUINE COSTS OF CIRCULATION

1. THE TIME OF PURCHASE AND SALE

The transformations of the forms of capital from commodities into
money and from money into commodities are at the same time trans-
actions of the capitalist, acts of purchase and sale. The time in which
these transformations of forms take place constitutes subjectively,
from the standpoint of the capitalist, the time of purchase and sale; it
is the time during which he performs the functions of a seller and
buyer in the market. Just as the time of circulation of capital is a nec-
essary segment of its time of reproduction, so the time in which the
capitalist buys and sells and scours the market is a necessary part of
the time in which he functions as a capitalist, 1. e., as personified capi-
tal. It is a part of his business hours.

(Since we have assumed that commodities are bought and sold at
their values, these acts constitute merely the conversion of a certain
value from one form into another, from the commodity form into the
money form or from the money form into the commodity form —a
change in the state of being. If commodities are sold at their values,
then the magnitudes of value in the hands of the buyer and seller re-
main unchanged. Only the form of existence of value is changed. If
the commodities are not sold at their values, then the sum of the con-
verted values remains unchanged; the plus on one side is a minus on
the other.

The metamorphoses C— M and M — C are transactions between
buyers and sellers; they require time to conclude their bargains, the
more so as a struggle goes on in which each seeks to get the best of the
other, and it is businessmen who face one another here; and “when
Greek MEETS GREEK THEN cOMES THE TUG OF War . # To effect a change in the
state of being costs time and labour power, not for the purpose of creat-
ing value, however, but in order to accomplish the conversion of value

* A paraphrase of “When Greeks join’d Greeks then was the tug of war!” (Nathaniel
Lee, The Rival Queens, or the Death of Alexander the Great, Act IV, Scene 2).
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from one form into another. The mutual attempt to appropriate an
extra slice of this value on this occasion changes nothing. This labour,
increased by the evil designs on either side, does not create any value,
just as the work performed in a judicial proceeding does not increase the
value of the subject-matter of the suit. Matters stand with this la-
bour — which is a necessary element in the capitalist process of pro-
duction as a whole, including circulation or included by it—as they
stand, say, with the work of combustion of some substance used for
the generation of heat. This work of combustion does not generate
any heat, although it is a necessary element in the process of combus-
tion. In order, e. g., to consume coal as fuel, I must combine it with
oxygen, and for this purpose must transform it from the solid into the
gaseous state (for in the carbonic acid gas, the result of the combus-
tion, coal is in the gaseous state); consequently, I must bring about
a physical change in the form of its existence or in its state of being.
The separation of carbon molecules, which are united into a solid
mass, and the splitting up of these molecules into their separate atoms
must precede the new combination, and this requires a certain expen-
diture of energy which thus is not transformed into heat but taken
from it. Therefore, if the owners of the commodities are not capitalists
but independent direct producers, the time employed in buying and
selling is a diminution of their labour time, and for this reason such
transactions used to be deferred (in ancient and mediaeval times) to
holidays.

Of course the dimensions assumed by the conversion of commo-
dities in the hands of the capitalists cannot transform this labour—
which does not create any value but is merely instrumental in chang-
ing the form of value —into labour productive of value. Nor can the
miracle of this transubstantiation be accomplished by a transposition,
i.e., by the industrial capitalists making this “work of combustion”
the exclusive business of third persons, who are paid by them, instead
of performing it themselves. These third persons will of course not
tender their labour power to the capitalists out of sheer love for them.
It is a matter of indifference to the rent collector of a real-estate owner
or the messenger of a bank that their labour does not add one iota or
tittle to the value of either the rent or the gold pleces carried to
another bank by the bagful.)'”

To the capitalist who has others working for him, buying and seli-

' The text in parentheses is taken from a note at the end of Manuscript VIII.
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ing becomes a primary function. Since he appropriates the product
of many on a large social scale, he must sell it on the same scale and
then reconvert it from money into elements of production. Now as be-
fore neither the time of purchase nor of sale creates any value. The
function of merchant’s capital gives rise to an illusion. But without
going into this at length here this much is plain from the start: If by
a division of labour a function, unproductive in itself although a ne-
cessary element of reproduction, is transformed from an incidental
occupation of many into the exclusive occupation of a few, into their
special business, the nature of this function itself is not changed. One
merchant (here considered a mere agent attending to the change of
form of commodities, a mere buyer and seller) may by his operations
shorten the time of purchase and sale for many producers. In such case
he should be regarded as a machine which reduces useless expendi-
ture of energy or helps to set production time free.'”

In order to simplify the matter (since we shall not discuss the mer-
chant as a capitalist and merchant’s capital until later) we shall assume
that this buying and selling agent is a man who sells his labour. He
expends his labour power and labour time in the operations G—M
and M —C. And he makes his living that way, just as another does
by spinning or by making pills. He performs a necessary function,
because the process of reproduction itself includes unproductive func-
tions. He works as well as the next man, but intrinsically his labour
creates neither value nor product. He belongs himself to the faux frais
of production. His usefulness does not consist in transforming an un-
productive function into a productive one, nor unproductive into
productive labour. It would be a miracle if such a transformation

_could be accomplished by the mere transfer of a function. His useful-

1) “The costs of commerce, although necessary, must be regarded as an onerous out-
lay” (Quesnay, Analyse du Tableau économique, in Daire, Physiocrates, Part 1, Paris,
1846, p. 71). According to Quesnay, the “profit” which the competition among mer-
chants produces, in that it compels them “to content themselves with a smaller reward
or gain ... is, strictly speaking, nothing but a prevention of loss for the seller at first hand
and for the buyer-consumer. Now, a prevention of loss on the costs of commerce is not
a real product or an accession of wealth through commerce, if considered simply as an
exchange, whether with or without the cost of transportation” (pp. 145, 146). “The
costs of commerce are always paid by those who sell the products and who would enjoy
the full prices paid for them by the buyers, if there were no intermediate expenses”
(p. 163). The proprietors and producers are ““salariants” (payers of wages), the merchants
are “‘salariés” (recipients of wages) (p. 164, Quesnay, Dialogues sur le Commerce et sur
les Travaux des Artisans, in Daire, Physiocrates, Part I, Paris, 1846).2! [Marx quotes
Quesnay in French.]
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ness consists rather in the fact that a smaller part of society’s labour
power and labour time is tied up in this unproductive function. More.
We shall assume that he is a mere wage labourer, maybe even one of
the better paid. Whatever his pay, as a wage labourer he works part of
his time for nothing. He may receive daily the value of the product of
eight working hours, yet functions ten. But the two hours of surplus la-
bour he performs do not produce value any more than his eight hours
of necessary labour, although by means of the latter a part of the so-
cial product is transferred to him. In the first place, looking at it from
the standpoint of society, labour power is used up now as before for
ten hours in a mere function of circulation. It cannot be used for any-
thing else, not for productive labour. In the second place, however,
society does not pay for those two hours of surplus labour, although
they are spent by the individual who performs this labour. Society
does not appropriate any extra product or value thereby. But the
costs of circulation, which he represents, are reduced by one-fifth,
from ten hours to eight. Society does not pay any equivalent for one-
fifth of this active time of circulation, of which he is the agent. But if
this man is employed by a capitalist, then the non-payment of these
two hours reduces the costs of circulation of Aus capital, which consti-
tute a deduction from his income. For the capitalist this is a positive
gain, because the negative limit for the self-expansion of his capital
value is thereby reduced. So long as small independent producers
of commodities spend a part of their own time in buying and selling,
this represents nothing but time spent during the intervals be-
tween their productive function or diminution of their time of pro-
duction.

At all events the time consumed for this purpose constitutes one of
the costs of circulation which adds nothing to the converted values. It
is the cost of converting them from the commodity form into the
money form. The capitalist producer of commodities acting as an
agent of circulation differs from the direct producer of commodities
only in the fact that he buys and sells on a larger scale and therefore
his function as such agent assumes greater dimensions. And if the vol-
ume of his business compels or enables him to buy (hire) circulation
agents of his own to serve as wage labourers, the nature of the case is
not changed thereby. A certain amount of labour power and labour
time must be expended in the process of circulation (so far as it is mere-
ly a change of form). But this now appears as an additional outlay
of capital. A part of the variable capital must be laid out in the pur-
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chase of this labour power functioning only in circulation. This ad-
vance of capital creates neither product nor value. It reduces pro tanto
the dimensions in which the advanced capital functions productively.
It is as though one part of the product were transformed into a ma-
chine which buys and sells the rest of the product. This machine brings
about a reduction of the product. It does not participate in the pro-
duction process, although it can diminish the labour power, etc.,
spent on circulation. It constitutes merely a part of the costs of circu-
lation.

2. BOOKKEEPING

Apart from the actual buying and selling, labour time is expended
in bookkeeping, which besides absorbs objectified labour such as
pens, ink, paper, desks, office paraphernalia. This function, therefore,
exacts the expenditure on the one hand of labour power and on the
other of instruments of labour. It is the same condition of things as
obtains in the case of the time of purchase and sale.

As unity within its circuits, as value in motion, whether in the
sphere of production or in either phase of the sphere of circulation,
capital exists ideally only in the form of money of account, primarily
in the mind of the producer of commodities, the capitalist producer of
commodities. This movement is fixed and controlled by bookkeeping,
which also includes the determination of prices, or the calculation of
the prices of commodities. The movement of production, especially of
the production of surplus value—in which the commodities figure
only as depositories of value, as the names of things whose ideal exist-
ence as values is crystallised in money of account— thus is symboli-
cally reflected in imagination. So long as the individual producer of
commodities keeps account only in his head (for instance, a peasant;
the bookkeeping tenant farmer was not produced until the rise of cap-
italist agriculture}, or books his expenditures, receipts, due dates of
payments, etc., only incidentally, outside of his production time, it is
palpably clear that this function and the instruments of labour con-
sumed by it, such as paper, etc., represent additional consumption of la-
bour time and instruments of labour which are necessary, but consti-
tute a deduction from the time available for productive consumption
as well as from the instruments of labour which function in the
real process of production, enter into the creation of products and
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value.'” The nature of the function itself is not changed — neither by
the dimensions which it assumes on account of its concentration
in the hands of the capitalist producer of commodities and the fact
that instead of appearing as the function of many small commodity
producers it appears as the function of one capitalist, as a function
within a process of large-scale production; nor by its divorcement
from those productive functions of which it formed an appendage, nor
by its conversion into an independent function of special agents
exclusively entrusted with it.
Division of labour and assumption of independence do not make
a function one that creates products and value if it was not so intrinsi-
cally, hence before it became independent. If a capitalist invests his
capital anew, he must invest a part of it in hiring a bookkeeper, etc.,
and in the wherewithal of bookkeeping. If his capital is already func-
tioning, is engaged in the process of its own constant reproduction, he
must continually reconvert a part of his product into a bookkeeper,
clerks, and the like, by transforming that part into money. That part of
his capital is withdrawn from the process of production and belongs
in the costs of circulation, deductions from the total yield (including
the labour power itself that is expended exclusively for this function).
But there is a certain difference between the costs incidental to
bookkeeping, or the unproductive expenditure of labour time on the
one hand and those of mere buying and selling time on the other. The
latter arise only from the definite social form of the process of produc-
tion, from the fact that it is the process of production of commodities.
Bookkeeping, as the control and ideal synthesis of the process, be-

'%In the Middle Ages we find bookkeeping for agriculture only in the monasteries.
But we have seen (Buch I, S. 343)° that a bookkeeper was installed for agriculture
as early as the primitive Indian communities. Bookkeeping is there made the indepen-
dent and exclusive function of a communal officer. This division of labour saves time,
effort, and expense, but production and bookkeeping in the sphere of production re-
main as much two different things as the cargo of a ship and the bill of lading. In
the person of the bookkeeper, a part of the labour power of the community is withdrawn
from production, and the costs of his function are not made good by his own labour
but by a deduction from the communal product. What is true of the bookkeeper of an
Indian community is true mutatis mutandis of the bookkeeper of the capitalist. //From
Manuscript I1.//

® This page refers to the first German edition of Volume One of Capital pub-
lished in 1867. See present edition, Vol. 35 (Capital, Vol. I, Ch. XIV, 4).
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comes the more necessary the more the process assumes a social scale
and loses its purely individual character. It is therefore more necessa-
ry in capitalist production than in the scattered production of han-
dicraft and peasant economy, more necessary in collective production
than in capitalist production. But the costs of bookkeeping drop
as production becomes concentrated and bookkeeping becormes social.
We are concerned here only with the general character of the costs of
circulation, which arise out of the metamorphosis of forms alone. It is
superfluous to discuss here all their forms in detail. But how forms
which belong in the sphere of pure changes of the form of value and
hence originate from the particular social form of the process of pro-
duction, forms which in the case of the individual commodity pro-
ducer are only transient, barely perceptible elements, run alongside
his productive functions or become intertwined with them — how
these can strike the eye as the huge costs of circulation can be seen
from just the money taken in and paid out when these operations
have become independent and concentrated on a large scale as the
exclusive function of banks, etc., or of cashiers in individual busi-
nesses. But it must be firmly borne in mind that these costs of circula-
tion are not changed in character by their change in appearance.

3. MONEY

Whether a product is fabricated as a commodity or not, it is always
a material form of wealth, a use value intended for individual or pro-
ductive consumption. Its value as a commodity is ideally expressed in
its price, which does not change its actual use form in the least. But
the fact that certain commodities like gold and silver function as
money and as such reside exclusively in the process of circulation
(even in the form of hoards, reserve funds, etc., they remain in the
sphere of circulation, although latently) is a pure product of the par-
ticular social form of the process of production, the process of produc-
tion of commodities. Since under capitalist production products as-
sume the general form of commodities, and the overwhelming mass of
products is created as commodities and must therefore assume the
form of money, and since the vast bulk of the commodities, the part of
social wealth functioning as commodities, grows continually, it fol-
lows that the quantity of gold and silver functioning as means of cir-
culation, paying medium, reserve fund, etc., likewise increases. These
commodities performing the function of money enter into neither in-
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dividual nor productive consumption. They represent social labour
fixed in a form in which it serves as a mere circulation machine. Be-
sides the fact that a part of the social wealth has been condemned to
assume this unproductive form, the wearing down of the money de-
mands its constant replacement, or the conversion of more social la-
bour, in the form of products, into more gold and silver. These replace-
ment costs are considerable in capitalistically developed nations,
because in general the portion of wealth tied up in the form of money
is tremendous. Gold and silver as money commodities mean circula-
tion costs to society which arise solely out of the social form of produc-
tion. They are faux frais of commodity production in general, and
they increase with the development of this production, especially of
capitalist production. They represent a part of the social wealth that
must be sacrificed to the process of circulation.””

II. COSTS OF STORAGE

Costs of circulation, which originate in a mere change of form of
value, in circulation, ideally considered, do not enter into the value of
commodities. The parts of capital expended as such costs are merely
deductions from the productively expended capital so far as the capi-
talist is concerned. The costs of circulation which we shall consider
now are of a different nature. They may arise from processes of pro-
duction which are only continued in circulation, the productive char-
acter of which is hence merely concealed by the circulation form. On
the other hand they may be, from the standpoint of society, mere
costs, unproductive expenditure of living or objectified labour, but for
that very reason they may become productive of value for the indivi-
dual capitalist, may constitute an addition to the selling price of his
commodities. This already follows from the fact that these costs are
different in different spheres of production, and here and there even
for different individual capitals in one and the same sphere of produc-
tion. By being added to the prices of commodities they are distributed
in proportion to the amount to be borne by each individual capitalist.
But all labour which adds value can also add surplus value, and will

3*“The money circulating in a country is a certain portion of the capital of the
country, absolutely withdrawn from productive purposes, in order to facilitate or in-
crease the productiveness of the remainder. A certain amount of wealth is, therefore, as
necessary in order to adopt gold as a circulating medium, as it is to make a machine in
order to facilitate any other production”* (Econemist, Vol. V, p. 520).
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always add surplus value under capitalist production, as the value
created by labour depends on the amount of the labour itself, whereas
the surplus value created by it depends on the extent to which the cap-
italist pays for it. Consequently costs which enhance the price of
a commodity without adding to its use value, which therefore are to
be classed as the faux frais of production so far as society is concerned,
may be a source of enrichment to the individual capitalist. On the
other hand, as this addition to the price of the commodity merely distri-
butes these costs of circulation equally, they do not thereby cease to
be unproductive in character. Forinstance insurance companies divide
the losses of individual capitalists among the capitalist class. But
this does not prevent these equalised losses from remaining losses
so far as the aggregate social capital is concerned.

1. FORMATION OF SUPPLY IN GENERAL

During its existence as commodity capital or its stay in the market,
in other words, during the interval between the process of produc-
tion, from which it emerges, and the process of consumption, into
which it enters, the product constitutes a commodity supply. As
a commodity in the market, and therefore in the shape of a supply,
commodity capital figures in a dual capacity in each circuit: one time
as the commodity product of that capital in process whose circuit is
being examined; the other time however as the commodity product of
another capital, which must be available in the market to be bought
and converted into productive capital. It is, indeed, possible that this
last-named commodity capital is not produced until ordered. In that

_event an interruption occurs until it has been produced. But the flow
of the process of production and reproduction requires that a certain
mass of commodities (means of production) should always be in the
market, should therefore form a supply. Productive capital likewise
comprises the purchase of labour power, and the money form is here
only the value form of the means of subsistence, the greater part of
which the labourer must find at hand in the market. We shall discuss
this more in detail further on in this paragraph. But at this point the
following is already clear. As far as concerns capital value in process
which has been transformed into a commodity and must now be sold
or reconverted into money, which therefore functions for the moment
as commodity capital in the market, the condition in which it consti- -
tutes a supply is to be described as an inexpedient, involuntary stay
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there. The quicker the sale is effected the more smoothly runs the pro-
cess of reproduction. Delay in the form conversion of G’ — M’ impedes
the real exchange of matter which must take place in the circuit of cap-
ital, as well as its further functioning as productive capital. On the
other hand, so far as M—C is concerned, the constant presence of
commodities in the market, commodity supply, appears as a condi-
tion of the flow of the process of reproduction and of the investment of
new or additional capital.

The abidance of the commodity capital as a commodity supply in
the market requires buildings, stores, storage places, warehouses, in
other words, an expenditure of constant capital; furthermore the pay-
ment of labour power for placing the commodities in storage. Besides,
commodities spoil and are exposed to the injurious influences of the
elements. Additional capital must be invested, partly in instruments
of labour, in an objectified form, and partly in labour power to pro-
tect the commodities against the above.'*)

Thus the existence of capital in its form of commodity capital and
hence of commodity supply gives rise to costs which must be classed
as costs of circulation, since they do not come within the sphere of
production. These costs of circulation differ from those mentioned
under I by the fact that they enter to a certain extent into the value of
the commodities, i. e., they increase the prices of commodities. At all
events the capital and labour power which serve the need of preserv-
ing and storing the commodity supply are withdrawn from the direct
process of production. On the other hand the capitals thus employed,
including labour power as a constituent of capital, must be replaced
out of the social product. Their expenditure has therefore the effect of
diminishing the productive power of labour, so that a greater amount
of capital and labour is required to obtain a particular useful effect.
They are unproductive costs.

As the costs of circulation necessitated by the formation of a com-
modity supply are due merely to the time required for the conversion

) Corbet calculates, in 1841, that the cost of storing wheat for a season of nine
months amounts to a loss of ! /,%, in quantity, 3%, for interest on the price of wheat, 29,
for warehouse rental, 19, for sifting and drayage, '/,%, for delivery, together 7%, or
3's. 6d. on a price of 50 5. per quarter (Th. Corbet, An Inquiry into the Causes and Modes of
the Wealth of Individuals, etc., London, 1841, [p. 140]).2? According to the testimony
of Liverpool merchants before the Railway Commission, the (net) costs of grain
storage in 1865 amounted to about 2d. per quarter per month, or 9d. or 10d. a ton
(Royal Commaission on Railways, 1867. Evidence, p. 19, No. 331).
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of existing values from the commodity form into the money form,
hence merely to the particular social form of the production process
(i.e., are due only to the fact that the product is brought forth as
a commodity and must therefore undergo the transformation into
money), these costs completely share the character of the circulation
costs enumerated under I. On the other hand the value of the com-
modities is here preserved or increased only because the use value, the
product itself; is placed in definite objective conditions which cost cap-
ital outlay, and is subjected to operations which bring additional la-
bour to bear on the use values. However the computation of the val-
ues of commodities, the bookkeeping incidental to this process, the
transactions of purchase and sale, do not affect the use value in which
the commodity value exists. They have to do only with the form of
the commodity value. Although in the case submitted here® the costs
of forming a supply (which is here done involuntarily) arise only from
a delay in the change of form and from its necessity, still these costs
differ from those mentioned under I, in that their purpose is not
a change in the form of the value, but the preservation of the value
existing in the commodity as a product, a utility, and which cannot
be preserved in any other way than by preserving the product, the
use value, itself. The use value is neither raised nor increased here; on
the contrary, it diminishes. But its diminution is restricted and it is
preserved. Neither is the advanced value contained in the commodity
increased here; but new labour, objectified and living, is added.

We have now to investigate furthermore to what extent these costs
arise from the peculiar nature of commodity production in general
and from commodity production in its general, absolute form, i.e.,
capitalist commodity production; and to what extent on the other
hand they are common to all social production and merely assume a
special shape, a special form of appearance, in capitalist production.

Adam Smith entertained the splendid notion that the formation of
a supply was a phenomenon peculiar to capitalist production.'”
More recent economists, for instance Lalor, insist on the contrary
that it declines with the development of capitalist production. Sis-
mondi even regards it as one of the drawbacks of the latter.??

As a matter of fact, supplies exist in three forms: in the form of pro-

%) Book II, Introduction. [A. Smith, An Inguiry into the Nature and Causes of the
Wealth of Nations.]

* i.e., Corbet’s calculations given in Footnote 14.
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ductive capital, in the form of a fund for individual consumption, and
in the form of a commodity supply or commodity capital. The supply in
one form decreases relatively when it increases in another, although
its quantity may increase absolutely in all three forms simultaneously.

It is plain from the outset that wherever production is carried on
for the direct satisfaction of the needs of the producer and only to
a minor extent for exchange or sale, hence where the social product
does not assume the form of commodities at all or only to a rather
small degree, the supply in the form of commodities, or commodity
supply, forms only a small and insignificant part of wealth. But here
the consumption fund is relatively large, especially that of the means
of subsistence proper. One need but take a look at old-fashioned peas-
ant economy. There the overwhelming part of the product is trans-
formed directly into supplies of means of production or means of subsist-
ence, without becoming supplies of commodities, for the very reason
that it remains in the hands of its owner. It does not assume the form
of a commodity supply and for this reason Adam Smith declares that
there is no supply in societies based on this mode of production. He
confuses the form of the supply with the supply itself and believes that
society hitherto lived from hand to mouth or trusted to the hap of the
morrow.'® This is a naive misunderstanding.

A supply in the form of productive capital exists in the shape of
means of production, which are already in the process of production
or at least in the hands of the producer, hence latently already in the
process of production. It was seen previously that with the develop-
ment of the productivity of labour and therefore also with the devel-
opment of the capitalist mode of production— which develops the

'8 Instead of a supply arising only upon and from the conversion of the product into
a commodity, and of the consumption supply into a commodity supply, as Adam
Smith wrongly imagines, this change of form, on the contrary, causes most violent
crises in the economy of the producers during the transition from production for one’s
own needs to commodity production. In India, for instance, ‘‘the disposition to hoard
largely the grain for which little could be got in years of abundance” was observed un-
til very recent times (Return. Bengal and Orissa Famine, H. of C., 1867, 1, pp..230-31,
No. 74). The sudden increase in the demand for cotton, jute, etc., due to the American
Civil War,?* led in many parts of India to a severe restriction of rice culture, a rise in
the price of rice, and a sale of the producers’ old rice supplies. To this must be added the
unexampled export of rice to Australia, Madagascar, etc., in 1864-66. This accounts
for the acute character of the famine of 1866, which cost the lives of a million people in
the district of Orissa alone (loc. cit., [pp.] 174, 175, 213, 214, and II1: Papers relating to
the Famine in Behar, pp. 32, 33, where the “DRAIN OF OLD STOCKS” is emphasised as one
of the causes of the famine). //From Manuscript I1.//
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social productive power of labour more than all previous modes of
production — there is a steady increase in the mass of means of pro-
duction (buildings, machinery, etc.) which are incorporated once and
for all in the process in the form of instruments of labour, and perform
with steady repetition their function in it for a longer or shorter time.
It was also observed that this increase is at the same time the premise
and consequence of the development of the social productive power
of labour. The growth, not only absolute but also relative, of wealth
in this form (cf. Buch I, Kap. XXIII, 2)* is characteristic above all of
the capitalist mode of production. The material forms of existence of
constant capital, the means of production, do not however consist
only of such instruments of labour but also of materials of labour in
various stages of processing, and of auxiliary materials. With the en-
largement of the scale of production and the increase in the produc-
tive power of labour through co-operation, division of labour, mach-
inery, etc., grows the quantity of raw materials, auxiliary materials,
etc., entering into the daily process of reproduction. These elements
must be ready at hand at the place of production. The volume of this
supply existing in the form of productive capital increases therefore ab-
solutely. In order that the process may keep going— apart from the fact
whether this supply can be renewed daily or only at fixed intervals—
there must always be a greater accumulation of ready raw material,
etc., at the place of production than is used up, say, daily or weekly.
The continuity of the process requires that the presence of its condi-
tions should not be jeopardised by possible interruptions when mak-
ing purchases daily, nor depend on whether the product is sold daily
or weekly, and hence is reconvertible into its elements of production
only irregularly. But it is evident that productive capital may be la-
tent or form a supply in quite different proportions. There is for in-
stance a great difference whether a spinning-mill owner must have on
hand a supply of cotton or coal for three months or for one. Patently
this supply, while increasing absolutely, may decrease relatively.
This depends on various conditions, all of which practically
amount to a demand for greater rapidity, regularity, and reliability
in furnishing the necessary amount of raw material, so that no inter-
ruption will ever occur. The less these conditions are complied with,
hence the less rapid, regular, and reliable the supplies, the greater

2 English edition: Vol. I, Ch. XXV, 2 (present edition, Vol. 35).
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must be the latent part of the productive capital, that is to say, the
supply of raw material, etc., in the hands of the producer, waiting to
be worked up. These conditions are inversely proportional to the de-
gree of development of capitalist production, and hence of the pro-
ductive power of social labour. The same applies therefore to the sup-
ply in this form.

However that which appears here as a decrease of the supply (for
instance, in Lalor) is in part merely a decrease of the supply in the
form of commodity capital, or of the commodity supply proper; it is con-
sequently only a change of form of the same supply. If for instance a great
quantity of coal is produced every day in a certain country, and there-
fore the scale and the energy of operation of the coal industry are great,
the spinner does not need a large store of coal in order to ensure the
continuity of his production. The steady and certain renewal of the
coal supply makes this unnecessary. In the second place the rapidity
with which the product of one process may be transferred as means of
production to another process depends on the development of the
transport and communication facilities. The cheapness of transporta-
tion is of great importance in this question. The continually renewed
transport of coal from the mine to the spinning-mill for instance
would be more expensive than the storing up of a larger supply of
coal for a longer time when the price of transportation is relatively
cheaper. These two circumstances examined so far arise from the pro-
cess of production itself. In the third place the development of the cred-
it system also exerts an influence. The less the spinner is dependent
on the direct sale of his yarn for the renewal of his supply of cotton,
coal, etc.—and this direct dependence will be the smaller, the more
developed the credit system is— the smaller relatively these supplies
can be and yet ensure a continuous production of yarn on a given
scale, a production independent of the hazards of the sale of yarn. In
the fourth place, however, many raw materials, semi-finished goods,
etc., require rather long periods of time for their production. This ap-
plies especially to all raw materials furnished by agriculture. If no
interruption of the process of production is to take place, a certain
amount of raw materials must be on hand for the entire period in
which no new products can take the place of the old. If this supply de-
creases in the hands of the industrial capitalist, it proves merely that
it increases in the hands of the merchant in the form of commodity
supply. The development of transportation for instance makes it pos-
sible rapidly to ship the cotton lying, say, in Liverpool’s import ware-
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houses to Manchester, so that the manufacturer can renew his supply
in comparatively small portions, as and when needed. But in that
case the cotton remains in so much larger quantities as commodity
supply in the hands of the Liverpool merchants. It is therefore merely
a change in the form of the supply, and this Lalor and others over-
looked. And if you consider the social capital, the same quantity of pro-
ducts exists in either case in the form of supply. The quantity required
for a single country during the period of, say, one year decreases as
transportation improves. If a large number of sailing vessels and steam-
ers ply between America and England, England’s opportunities to
renew its cotton supply are increased while the average quantity to be
held in storage in England decreases. The same effect is produced by
the development of the world market and the consequent multiplica-
tion of the sources of supply of the same merchandise. The article is
supplied piecemeal from various countries and at various intervals.

2. THE COMMODITY SUPPLY PROPER

We have already seen that under capitalist production the product
assumes the general form of a commodity, and the more so the more
that production grows in size and depth. Consequently, even if pro-
duction retains the same volume, the far greater part of the products
exists in the shape of commodities, compared with either the former
modes of production or the capitalist mode of production at a less de-
veloped stage. But every commodity — therefore also every commod-
ity capital, which is only commodity, but commodity serving as the
form of existence of capital value— constitutes an element of the

commodity supply, unless it passes immediately from its sphere of pro-
duction into productive or individual consumption, that is, while it
lies in the market in the interval. If the volume of production remains
the same, the commodity supply (i.e., this isolation and fixation of
the commodity form of the product) grows therefore of itself concomi-
tantly with capitalist production. We have seen above that this is
merely a change of form of the supply, that is to say, the supply in the
form of commodities increases on the one hand because on the other
the supply in the form intended directly for production or consump-
tion decreases. It is merely a changed social form of the supply. If at
the same time it is not only the relative magnitude of the commodity
supply compared with the aggregate social product that increases but
also its absolute magnitude, that is so because the mass of the aggre-
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gate product grows with the growth of capitalist production.

With the development of capitalist production, the scale of produc-
tion is determined less and less by the direct demand for the product
and more and more by the amount of capital available in the hands
of the individual capitalist, by the urge for self-expansion inherent in
his capital and by the need of continuity and expansion of the process
of production. Thus in each particular branch of production there is
a necessary increase in the mass of products available in the market in
the shape of commodities, 1. e., in search of buyers. The amount of ca-
pital fixed for a shorter or longer period in the form of commodity
capital grows. Hence the commodity supply also grows.

Finally the majority of the members of society are transformed into
wage labourers, into people who live from hand to mouth, who re-
ceive their wages weekly and spend them daily, who therefore must
have their means of subsistence made available to them in the shape
of a supply. Although the separate elements of this supply may be in
continuous flow, a part of them must always stagnate in order that
the supply as a whole may remain in a state of flux.

All these moments have their origin in the form of production and
in the incident change of form which the product must undergo in the
process of circulation.

Whatever may be the social form of the products supply, its preser-
vation requires outlays for buildings, vessels, etc., which are facilities
for storing the product; also for means of production and labour,
more or less of which must be expended, according to the nature of
the product, in order to combat injurious influences. The more con-
centrated socially the supply is, the smaller relatively are the costs.
These outlays always constitute a part of the social labour, in either
objectified or living form — hence in the capitalist form outlays of cap-
ital—which do not enter into the formation of the product itself
and thus are deductions from the product. They are necessary, these
unproductive expenses of social wealth. They are the costs of preserv-
ing the social product regardless of whether its existence as an ele-
ment of the commodity supply stems merely from the social form of
production, hence from the commodity form and its necessary change
of form, or whether we regard the commodity supply merely as a spe-
cial form of the supply of products, which is common to all societies,
although not in the form of a commodity supply, that form of products
supply belonging in the process of circulation.
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It may now be asked to what extent these costs enter into the val-
ues of commodities.

If the capitalist has converted the capital advanced by him in the
form of means of production and labour power into a product, into
a definite quantity of commodities ready for sale, and these commodi-
ties remain in stock unsold, then we have a case of not only the stag-
nation of the process of self-expansion of his capital value during this
period. The costs of preserving this supply in buildings, of additional
labour, etc., mean a positive loss. The buyer he would ultimately find
would laugh in his face if he were to say to him: “I could not sell my
goods for six months, and their preservation during that period did
not only keep so and so much of my capital idle, but also cost me so
and so much extra expense.” “Tant pis pour vous!”* the buyer would
say. “Right here alongside of you is another seller whose wares were
completed only the day before yesterday. Your articles are shop-worn
and probably more or less damaged by the ravages of time. Therefore
you will have to sell cheaper than your competitor.”

The conditions under which a commodity exists are not in the least
affected by whether its producer is the real producer or a capitalist
producer, hence actually only the representative of the real producer.
He has to turn his product into money. The expenses incurred by him
because of the fixation of the product in the form of commodities are
a part of his individual speculations with which the buyer of the com-
modities has no concern. The latter does not pay him for the time of
circulation of his commodities. Even when the capitalist keeps his
goods intentionally off the market, in times of an actual or anticipat-
ed revolution in values, it depends on the advent of this revolution in
values, on the correctness or incorrectness of his speculation, whether
he will recover his additional costs or not. But the revolution in values
does not ensue in consequence of his additional costs. Hence in so far
as the formation of a supply entails a stagnation of circulation, the ex-
pense incurred thereby does not add to the value of the commodities.
On the other hand there cannot be any supply without a stay in the
sphere of circulation, without capital staying for a longer or shorter
time in its commodity form; hence no supply without stagnation of
circulation, just as no money can circulate without the formation of
a money reserve. Hence no commodity circulation without commo-
dity supply. If the capitalist does not come face to face with this neces-

* So much the worse for you!
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sity in C"— M, he will encounter it in M — C; if not with regard to
his own commodity capital, then with regard to that of other capita-
lists, who produce means of production for him and means of subsist-
ence for his labourers.

Whether the formation of a supply is voluntary or involuntary,
that is to say, whether the commodity producer keeps a supply inten-
tionally or whether his products form a supply in consequence of the
sales resistance offered by the conditions of the process of circulation
itself cannot affect the matter essentially, it would seem. But for the
solution of this problem it is useful to know what distinguishes volun-
tary from involuntary supply formation. Involuntary supply forma-
tion arises from, or is identical with, a stagnation of the circulation
which is independent of the knowledge of the commodity producer
and thwarts his will. And what characterises the voluntary formation
of a supply? In both instances the seller seeks to get rid of his commod-
ity as fast as ever. He always offers his product for sale as a commod-
ity. If he were to withdraw it from sale, it would be only a potential
(dvovapet), not an actual (évepyeia) element of the commodity sup-
ply. To him the commodity as such is as much a depository of ex-
change value as ever and as such can act only by and after stripping
off its commodity form and assuming the money form.

The commodity supply must be of a certain volume in order to sat-
isfy the demand during a given period. A continual extension of the
circle of buyers is counted upon. For instance, in order to last for one
day, a part of the commodities in the market must constantly remain
in the commodity form while the remainder is fluent, turns into
money. True, the part which stagnates while the rest is fluent de-
creases steadily, just as the size of the supply itself decreases until it is
all sold. The stagnation of commodities thus counts as a requisite con-
dition of their sale. The volume must furthermore be larger than the
average sale or the average demand. Otherwise the excess over these
averages could not be satisfied. On the other hand the supply must
constantly be renewed, because it is constantly being drawn on. This
renewal cannot come from anywhere in the last instance except from
production, from a supply of commodities. It is immaterial whether
this comes from abroad or not. The renewal depends on the periods
required by the commodities for their reproduction. The commodity
supply must last all that time. The fact that it does not remain in the
hands of the original producer but passes through various reservoirs,
from the wholesaler to the retailer, changes merely the appearance
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and not the nature of the thing. From the point of view of society,
a part of the capital retains in both instances the form of a commodity
supply until the commodities enter productive or individual con-
sumption, The producer himself tries to keep a stock corresponding to
his average demand in order not to depend directly on production
and to ensure for himself a steady clientele. Purchase periods corres-
ponding to the periods of production are formed and the commodities
constitute supplies for longer or shorter times, until they can be re-
placed by new commodities of the same kind. Constancy and continuity
of the process of circulation, and therefore of the process of reproduc-
tion, which includes the process of circulation, are safeguarded only
by the formation of such supplies.

It must be remembered that C'—M’ may have been transacted
for the producer of C, even if C is still in the market. If the producer
were to keep his own commodities in stock until they are sold to the
ultimate consumer, he would have to set two capitals in motion, one
as the producer of the commodities and one as a merchant. As far as
the commodity itself is concerned, whether we look upon it as an indi-
vidual commodity or as a component part of social capital, it is im-
material whether the costs of forming the supply must be borne by its
producer or by a series of merchants, from A to Z.

Since the commodity supply is nothing but the commodity form of
the product which at a particular level of social production would
exist either as a productive supply (latent production fund) or as
a consumption fund (reserve of means of consumption) if it did not
exist as a commodity supply, the expenses required for its preserva-
tion, that is, the costs of supply formation—i. e., objectified or living
labour spent for this purpose—are merely expenses incurred for
maintaining either the social fund for production or the social fund
for consumption. The increase in the value of commodities caused by
them distributes these costs simply pro rata over the different commod-
ities, since the costs differ with different kinds of commodities. And
the costs of supply formation are as much as ever deductions from the
social wealth, although they constitute one of the conditions of its
existence.

Only to the extent that the commodity supply is a premise of com-
modity circulation and is itself a form necessarily arising in commod-
ity circulation, only in so far as this apparent stagnation is therefore
a form of the movement itself, just as the formation of a money reserve
is a premise of money circulation— only to that extent is such stagna-
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tion normal. But as soon as the commodities lying in the reservoirs of
circulation do not make room for the swiftly succeeding wave of pro-
duction, so that the reservoirs become over-stocked, the commodity
supply expands in consequence of the stagnation in circulation just as
the hoards increase when money circulation is clogged. It does not
make any difference whether this jam occurs in the warechouses of the
industrial capitalist or in the storerooms of the merchant. The com-
modity supply is in that case not a prerequisite of uninterrupted sale,
but a consequence of the impossibility of selling the goods. The costs
are the same, but since they now arise purely out of the form, that is
to say, out of the necessity of transforming the commodities into
money and out of the difficulty of going through this metamorphosis,
they do not enter into the values of the commodities but constitute
deductions, losses of value in the realisation of the value. Since the
normal and abnormal forms of the supply do not differ in form and
both clog circulation, these phenomena may be confused and deceive
the agent of production himself so much the more since for the pro-
ducer the process of circulation of his capital may continue while that
of his commodities which have changed hands and now belong to
merchants may be arrested. If production and consumption swell,
other things being equal, then the commodity supply swells likewise.
It is renewed and absorbed just as fast, but its size is greater. Hence
the bulging size of the commodity supply, for which stagnant circula-
tion is responsible, may be mistaken for a symptom of the expansion
of the process of reproduction, especially when the development of
the credit system makes it possible to wrap the real movement in
mystery.

The costs of supply formation consist: 1) of a quantitative diminu-
tion of the mass of the products (for instance in the case of a flour sup-
ply); 2) of a deterioration of quality; 3) of the objectified and living
labour required for the preservation of the supply.

III. COSTS OF TRANSPORTATION

It is not necessary to go here into all the details of the costs of circu-
lation, such as packing, sorting, etc. The general law is that all costs
of circulation which arise only from changes in the forms of commodities do
not add to their value. They are merely expenses incurred in the realisa-
tion of the value or in its conversion from one form into another. The
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capital spent to meet those costs (including the labour done under its
control) belongs among the faux frais of capitalist production. They
must be replaced from the surplus product and constitute, as far as
the entire capitalist class is concerned, a deduction from the surplus
value or surplus product, just as the time a’labourer needs for the
purchase of his means of subsistence is lost time. But the costs of trans-
portation play a too important part to pass them by without a few
brief remarks.

Within the circuit of capital and the metamorphosis of commodi-
ties, which forms a part of that circuit, an interchange of matter takes
place in social labour. This interchange of matter may necessitate
a change of location of products, their real motion from one place to
another. Still, circulation of commodities can take place without
physical motion by them, and there can be transportation of products
without circulation of commodities, and even without a direct ex-
change of products. A house sold by A to B does not wander from one
place to another, although it circulates as a commodity. Movable
commodity values, such as cotton or pig iron, may lie in the same
storage dump at a time when they are passing through dozens of cir-
culation processes, are bought and resold by speculators.'” What real-
ly does move here is the title of ownership in goods, not the goods
themselves. On the other hand, transportation played a prominent
role in the land of the Incas,?° although the social product neither
circulated as a commodity nor was distributed by means of barter.

Consequently, although the transportation industry when based
on capitalist production appears as a cause of circulation costs,
this special form of appearance does not alter the matter in the
least.

Quantities of products are not increased by transportation. Nor,
with a few exceptions, is the possible alteration of their natural qual-
ities, brought about by transportation, an intentional useful effect; it
is rather an unavoidable evil. But the use value of things is realised
only in their consumption, and their consumption may necessitate
a change of location of these things, hence may require an additional
process of production, in the transport industry. The productive capi-
tal invested in this industry imparts value to the transported pro-
ducts, partly by transferring value from the means of transportation,
partly by adding value through the labour performed in transport.

":Storch calls this “circulation factice”.
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This last-named increment of value splits, as it does in all capitalist
production, into a replacement of wages and into surplus value.

Within each process of production, a great role is played by the
change of location of the subject of labour and the required instru-
ments of labour and labour power —such as cotton trucked from the
carding to the spinning room or coal hoisted from the shaft to the sur-
face. The transition of the finished product as finished goods from one
independent place of production to another located at a distance
shows the same phenomenon, only on a larger scale. The transport of
the products from one productive establishment to another is further-
more followed by the passage of the finished products from the sphere
of production to that of consumption. The product is not ready for
consumption until it has completed these movements.

As was shown above, the general law of commodity production
holds: The productivity of labour is inversely proportional to the
value created by it. This is true of the transport industry as well as of
any other. The smaller the amount of dead and living labour required
for the transportation of commodities over a certain distance, the
greater the productive power of labour, and vice versa.'”

The absolute magnitude of the value which transportation adds to
the commodities stands in inverse proportion to the productive power
of the transport industry and in direct proportion to the distance
travelled, other conditions remaining the same.

The relative part of the value added to the prices of commodities
by the costs of transportation, other conditions remaining the same, is
directly proportional to their cubic content and weight. But there are
many modifying factors. Transportation requires, for instance, more
or less important precautionary measures, and therefore more or less

'® Ricardo quotes Say, who considers it one of the blessings of commerce that by
means of the costs of transportation it increases the price, or the value, of products.
“Commerce,” writes Say, ‘““enables us to obtain a commodity in the place where it is to
be found, and to convey it to another where it is to be consumed; it therefore gives us
the power of increasing the value of the commodity, by the whole difference between its
price in the first of these places, and its price in the second.” 2° Ricardo remarks with
reference to this: * “True, but how is this additional value given to it? By adding to the
cost of production, first, the expenses of conveyance; secondly, the profit on the ad-
vances of capital made by the merchant. The commodity is only more valuable, for the
same reason that every other commodity may become more valuable, because more la-
bour is expended on its production and conveyance before it is purchased by the consum-
er. This must not be mentioned as one of the advantages of commerce” * (Ricardo,
Principles of Political Economy, 3rd ed., London, 1821, pp. 309, 310).
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expenditure of labour and instruments of labour, depending on how
fragile, perishable, explosive, etc., the articles are. Here the railway
kings show greater ingenuity in the invention of fantastic species than
do botanists and zoologists. The classification of goods on English
railways, for example, fills volumes and, in principle, rests on the gen-
eral tendency to transform the diversified natural properties of
goods into just as many ills of transportation and routine pretexts for
fraudulent charges.

“Glass, which was formerly worth £11 per CRATE,” is now worth only £2 since the
improvements which have taken place in manufactures, and since the abolition of the
duty; but the rate for carriage is the same as it was formerly, and higher than it was
previously, when carried by canal. Formerly, manufacturers ... had glass and glass
wares for the plumbers’ trade carried at about 10 s. per ton, within 50 miles of
Birmingham. At the present time, the rate to cover risk of breakage is three times
that amount... The companies always resist any claim that is made for breakages.” '%

The fact that furthermore the relative part of the value added to-an
article by the costs of transportation is inversely proportional to its
value furnishes special grounds to the railway kings to tax articles in
direct proportion to their values. The complaints of the industrialists
and merchants on this score are found on every page of the testimony
given in the report quoted.

The capitalist mode of production reduces the costs of transporta-
tion of the individual commodity by the development of the means of
transportation and communication, as well as by the concentra-
tion — increasing scale — of transportation. It increases that part of
the living and objectified social labour which is expended in the
transport of commodities, firstly by converting the great majority of
all products into commodities, secondly, by substituting distant for
local markets.

The circulation, i.e., the actual locomotion of commodities in
space, resolves itself into the transport of commodities. The transport
industry forms on the one hand an independent branch of production
and thus a separate sphere of investment of productive capital. On
the other hand its distinguishing feature is that it appears as a conti-
nuation of a process of production within the process of circulation
and for the process of circulation.

9 Royal Commission on Railways, p. 31, No. 630.

? In the German original, the meaning of this English word is explained in par-
entheses.
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Part II

THE TURNOVER OF CAPITAL

Chapter VII

THE TURNOVER TIME AND THE NUMBER
OF TURNOVERS

We have seen that the entire time of turnover of a given capital is
equal to the sum of its time of circulation and its time of production.
It is the period of time from the moment of the advance of capital
value in a definite form to the return of the functioning capital value
in the same form.

The compelling motive of capitalist production is always the self-
expansion of the value advanced, no matter whether this value is ad-
vanced in its independent form, i. e., in the money form, or in com-
modities, in which case its value form possesses only ideal independ-
ence in the price of the advanced commodities. In both cases this cap-
ital value passes through various forms of existence during its circu-
lar movement. Its identity with itself is fixed in the books of the capi-
talists, or in the form of money of account.

Whether we take the form M ... M” or the form P ... B, the implica-
tion is (1) that the advanced value performs the function of capital
value and has created surplus value; (2) that after completing its pro-
cess it has returned to the form in which it began it. The self
expansion of the value advanced M and at the same time the return
of capital to this form (the money form) is plainly visible in M ... M".
But the same takes place in the second form. For the starting-point of
P is the existence of the elements of production, of commodities hav-
ing a given value. The form includes the self-expansion of this value
(C”and M") and the return to the original form, for in the second P the
advanced value has again the form of the elements of production in
which it was originally advanced.
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We have seen previously: “If production be capitalistic in form, so,
too, will be reproduction. Just as in the former the labour process fi-
gures but as a means towards the self-expansion of capital, so in the
latter it figures but as a means of reproducing as capital —i. ¢., as self-
expanding value,—the value advanced” (Buch I, Kap. XXI,
S. 588).®

The three forms (I) M ... M’, (II) P... P, and (I1I) C" ... C’, present
the following distinctions: in form II, P ... P, the renewal of the pro-
cess, the process of reproduction, is expressed as a reality, while in
form I only as a potentiality. But both differ from form III in that
with them the advanced capital value— advanced either in the form
of money or of material elements of production — is the starting-point
and therefore also the returning point. In M ... M’ the return is ex-
pressed by M” = M + m. If the process is renewed on the same scale,
M is again the starting-point and m does not enter into it, but shows
merely that M has self-expanded as capital and hence created a sur-
plus value, m, but cast it off. In the form P ... P capital value P ad-
vanced in the form of elements of production is likewise the starting-
point. This form includes its self-expansion. If simple reproduction
takes place, the same capital value renews the same process in the same
form P. If accumulation takes place, then P’ (= in magnitude of value
to M’ = to (V) re-opens the process as an expanded capital value. But
the process begins again with the advanced capital value in its initial
form, although with a greater capital value than before. In form III,
on the contrary, the capital value does not begin the process as an ad-
vanced, but as a value already expanded, as the aggregate wealth
existing in the form of commodities, of which the advanced capital
value is but a part. This last form is important for Part I11, in which
the movements of the individual capitals are discussed in connection
with the movement of the aggregate social capital. But it is not to be
used in connection with the turnover of capital, which always begins
with the advance of capital value, whether in the form of money or
commodities, and which always necessitates the return of the rotating
capital value in the form in which it was advanced. Of the circuits
I and 11, the former is of service in a study primarily of the influence
of the turnover on the formation of surplus value and the latter in
a study of its influence on the creation of the product.

Economists have little distinguished between the different forms of

* English edition: Vol. I, Ch. XXIII (present edition, Vol. 35).
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circuits, nor have they examined them individually with relation to
the turnover of capital. They generally consider the form M ... M’, be-
cause it dominates the individual capitalist and aids him in his calcu-
lations, even if money is the starting-point only in the shape of money
of account. Others start with outlays in the form of elements of pro-
duction to the point when returns are received, without alluding at
all to the form of the returns, whether made in commodities or
money. For instance:

* “The Economic Cycle ... [is] the whole course of production, from the time that
outlays are made till returns are received. In agriculture, seedtime is its commence-

ment, and harvesting its ending” ** (S.P. Newman, Elements of Political Economy, An-
dover and New York, [1835], p. 81).%¢

Others begin with G’ (the third form):

“The world of trade may be conceived to revolve in what we shall call an economic
cycle, which accomplishes one revolution, by business coming round again, through its
successive transactions, to the point from which it set out. Its commencement may be
dated from the point at which the capitalist has obtained those returns, by which hi