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once for all satisfied by the differentiation of commodities into commodities 
and money. At the same rate, then, as the conversion of products into 
commodities is being accomplished, so also is the conversion of one special 
commodity into money. 
 The direct barter of products attains the elementary form of the 
relative expression of value in one respect, but not in another. That form is x 
Commodity A = y Commodity B. The form of direct barter is x use value A = 
y use value B. The articles A and B in this case are not as yet commodities, 
but become so only by the act of barter. The first step made by an object of 
utility towards acquiring exchange value is when it forms a non-use value for 
its owner, and that happens when it forms a superfluous portion of some 
article required for his immediate wants. Objects in themselves are external 
to man, and consequently alienable by him. In order that this alienation may 
be reciprocal, it is only necessary for men, by a tacit understanding, to treat 
each other as private owners of those alienable objects, and by implication as 
independent individuals. But such a state of reciprocal independence has no 
existence in a primitive society based on property in common, whether such a 
society takes the form of a patriarchal family, an ancient Indian community, 
or a Peruvian Inca State. The exchange of commodities, therefore, first 
begins on the boundaries of such communities, at their points of contact 
with other similar communities, or with members of the latter. So soon, 
however, as products once become commodities in the external relations of a 
community, they also, by reaction, become so in its internal intercourse. The 
proportions in which they are exchangeable are at first quite a matter of 
chance. What makes them exchangeable is the mutual desire of their owners 
to alienate them. Meantime the need for foreign objects of utility gradually 
establishes itself. The constant repetition of exchange makes it a normal 
social act. In the course of time, therefore, some portion at least of the 
products of labour must be produced with a special view to exchange. From 
that moment the distinction becomes firmly established between the utility of 
an object for the purposes of consumption, and its utility for the purposes of 
exchange. Its use value becomes distinguished from its exchange value. On 
the other hand, the quantitative proportion in which the articles are 
exchangeable, becomes dependent on their production itself. Custom stamps 
them as values with definite magnitudes. 
 In the direct barter of products, each commodity is directly a means 
of exchange to its owner, and to all other persons an equivalent, but that only 
in so far as it has use value for them. At this stage, therefore, the articles 
exchanged do not acquire a value form independent of their own use value, or 
of the individual needs of the exchangers. The necessity for a value form 
grows with the increasing number and variety of the commodities exchanged. 
The problem and the means of solution arise simultaneously. Commodity-
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developed to a certain extent, limit the hoards concentrated in the strong 
rooms of the banks to the minimum required for the proper performance of 
their peculiar functions. Whenever these hoards are strikingly above their 
average level, it is, with some exceptions, an indication of stagnation in the 
circulation of commodities, of an interruption in the even flow of their 
metamorphoses. 
 

PART 2: THE TRANSFORMATION OF MONEY INTO CAPITAL 
 

C h a p t e r 4: THE GENERAL FORMULA FOR CAPITAL 
 
 The circulation of commodities is the starting-point of capital. The 
production of commodities, their circulation, and that more developed form 
of their circulation called commerce, these form the historical ground-work 
from which it rises. The modern history of capital dates from the creation in 
the 16th century of a world-embracing commerce and a world-embracing 
market.  
 If we abstract from the material substance of the circulation of 
commodities, that is, from the exchange of the various use values, and 
consider only the economic forms produced by this process of circulation, we 
find its final result to be money: this final product of the circulation of 
commodities is the first form in which capital appears.  
 As a matter of history, capital, as opposed to landed property, 
invariably takes the form at first of money; it appears as moneyed wealth, as 
the capital of the merchant and of the usurer.1 But we have no need to refer 
to the origin of capital in order to discover that the first form of appearance of 
capital is money. We can see it daily under our very eyes. All new capital, to 
commence with, comes on the stage, that is, on the market, whether of 
commodities, labour, or money, even in our days, in the shape of money that 
by a definite process has to be transformed into capital.  
 The first distinction we notice between money that is money only, and 
money that is capital, is nothing more than a difference in their form of 
circulation.  
 The simplest form of the circulation of commodities is C-M-C, the 
transformation of commodities into money, and the change of the money 
back again into commodities; or selling in order to buy. But alongside of this 
form we find another specifically different form: M-C-M, the transformation 
of money into commodities, and the change of commodities back again into 
money; or buying in order to sell. Money that circulates in the latter manner 
is thereby transformed into, becomes capital, and is already potentially 
capital.  
 Now let us examine the circuit M-C-M a little closer. It consists, like 
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the part of the working day necessary for the reproduction or maintenance of 
that labour power, are supposed to be given, constant magnitudes.  
 This premised, with the rate, the mass is at the same time given of the 
surplus value that the individual labourer furnishes to the capitalist in a 
definite period of time. If, e.g., the necessary labour amounts to 6 hours daily, 
expressed in a quantum of gold = 3 shillings, then 3s. is the daily value of one 
labour power or the value of the capital advanced in the buying of one labour 
power. If, further, the rate of surplus value be = 100%, this variable capital of 
3s. produces a mass of surplus value of 3s., or the labourer supplies daily a 
mass of surplus labour equal to 6 hours.  
 But the variable capital of a capitalist is the expression in money of 
the total value of all the labour powers that he employs simultaneously. Its 
value is, therefore, equal to the average value of one labour power, multiplied 
by the number of labour powers employed. With a given value of labour 
power, therefore, the magnitude of the variable capital varies directly as the 
number of labourers employed simultaneously. If the daily value of one 
labour power = 3s., then a capital of 300s. must be advanced in order to 
exploit daily 100 labour powers, of n times 3s., in order to exploit daily n 
labour powers.  
 In the same way, if a variable capital of 3s., being the daily value of 
one labour power, produce a daily surplus value of 3s., a variable capital of 
300s. will produce a daily surplus value of 300s., and one of n times 3s. a 
daily surplus value of n × 3s. The mass of the surplus value produced is 
therefore equal to the surplus value which the working day of one labourer 
supplies multiplied by the number of labourers employed. But as further the 
mass of surplus value which a single labourer produces, the value of labour 
power being given, is determined by the rate of the surplus value, this law 
follows: the mass of the surplus value produced is equal to the amount of the 
variable capital advanced, multiplied by the rate of surplus value, in other 
words: it is determined by the compound ratio between the number of labour 
powers exploited simultaneously by the same capitalist and the degree of 
exploitation of each individual labour power.  
 Let the mass of the surplus value be S, the surplus value supplied by 
the individual labourer in the average day s the variable capital daily 
advanced in the purchase of one individual labour power v, the sum total of 
the variable capital V, the value of an average labour power P, its degree of 
exploitation (a'/a) (surplus labour/necessary-labour) and the number of 
labourers employed n; we would have: 
 

S = 
 

{ 
(s/v) × V 
P × (a'/a) × n 
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instance, in the above case, the value of the labour power cannot sink from 
three shillings to two, unless an increase in the productiveness of labour 
makes it possible to produce in 4 hours the same quantity of necessaries as 
previously required 6 hours to produce. On the other hand, the value of the 
labour power cannot rise from three shillings to four, without a decrease in 
the productiveness of labour, whereby eight hours become requisite to 
produce the same quantity of necessaries, for the production of which six 
hours previously sufficed. It follows from this, that an increase in the 
productiveness of labour causes a fall in the value of labour power and a 
consequent rise in surplus value, while, on the other hand, a decrease in such 
productiveness causes a rise in the value of labour power, and a fall in surplus 
value.  
 In formulating this law, Ricardo overlooked one circumstance; 
although a change in the magnitude of the surplus value or surplus labour 
causes a change in the opposite direction in the magnitude of the value of 
labour power, or in the quantity of necessary labour, it by no means follows 
that they vary in the same proportion. They do increase or diminish by the 
same quantity. But their proportional increase or diminution depends on their 
original magnitudes before the change in the productiveness of labour took 
place. If the value of the labour power be 4 shillings, or the necessary labour 
time 8 hours, and the surplus value be 2 shillings, or the surplus labour 4 
hours, and if, in consequence of an increase in the productiveness of labour, 
the value of the labour power fall to 3 shillings, or the necessary labour to 6 
hours, the surplus value will rise to 3 shillings, or the surplus labour to 6 
hours. The same quantity, 1 shilling or 2 hours, is added in one case and 
subtracted in the other. But the proportional change of magnitude is different 
in each case. While the value of the labour power falls from 4 shillings to 3, 
i.e., by 1/4 or 25%, the surplus value rises from 2 shillings to 3, i.e., by 1/2 or 
50%. It therefore follows that the proportional increase or diminution in 
surplus value, consequent on a given change in the productiveness of labour, 
depends on the original magnitude of that portion of the working day which 
embodies itself in surplus value; the smaller that portion, the greater is the 
proportional change; the greater that portion, the less is the proportional 
change.  
 (3.) Increase or diminution in surplus value is always consequent on, 
and never the cause of, the corresponding diminution or increase in the value 
of labour power.  
 Since the working day is constant in magnitude, and is represented by 
a value of constant magnitude, since, to every variation in the magnitude of 
surplus value, there corresponds an inverse variation in the value of labour 
power, and since the value of labour power cannot change, except in 
consequence of a change in the productiveness of labour, it clearly follows, 



105 
 

 

under these conditions, that every change of magnitude in surplus value 
arises from an inverse change of magnitude in the value of labour power. If, 
then, as we have already seen, there can be no change of absolute magnitude 
in the value of labour power, and in surplus value, unaccompanied by a 
change in their relative magnitudes, so now it follows that no change in their 
relative magnitudes is possible, without a previous change in the absolute 
magnitude of the value of labour power.  
 According to the third law, a change in the magnitude of surplus 
value, presupposes a movement in the value of labour power, which 
movement is brought about by a variation in the productiveness of labour. 
The limit of this change is given by the altered value of labour power. 
Nevertheless, even when circumstances allow the law to operate, subsidiary 
movements may occur. For example: if in consequence of the increased 
productiveness of labour, the value of labour power falls from 4 shillings to 
3, or the necessary labour time from 8 hours to 6, the price of labour power 
may possibly not fall below 3s. 8d., 3s. 6d., or 3s. 2d., and the surplus value 
consequently not rise above 3s. 4d., 3s. 6d., or 3s. 10d. The amount of this 
fall, the lowest limit of which is 3 shillings (the new value of labour power), 
depends on the relative weight, which the pressure of capital on the one side, 
and the resistance of the labourer on the other, throws into the scale.  
 The value of labour power is determined by the value of a given 
quantity of necessaries. It is the value and not the mass of these necessaries 
that varies with the productiveness of labour. It is, however, possible that, 
owing to an increase of productiveness, both the labourer and the capitalist 
may simultaneously be able to appropriate a greater quantity of these 
necessaries, without any change in the price of labour power or in surplus 
value. If the value of labour power be 3 shillings, and the necessary labour 
time amount to 6 hours, if the surplus value likewise be 3 shillings, and the 
surplus labour 6 hours, then if the productiveness of labour were doubled 
without altering the ratio of necessary labour to surplus labour, there would 
be no change of magnitude in surplus value and price of labour power. The 
only result would be that each of them would represent twice as many use 
values as before; these use values being twice as cheap as before. Although 
labour power would be unchanged in price, it would be above its value. If, 
however, the price of labour power had fallen, not to 1s. 6d., the lowest 
possible point consistent with its new value, but to 2s. 10d. or 2s. 6d., still 
this lower price would represent an increased mass of necessaries. In this way 
it is possible with an increasing productiveness of labour, for the price of 
labour power to keep on falling, and yet this fall to be accompanied by a 
constant growth in the mass of the labourer's means of subsistence. But even 
in such case, the fall in the value of labour power would cause a 
corresponding rise of surplus value, and thus the abyss between the labourer's 
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consequence of the reaction exercised by the prolongation of surplus labour 
upon the wear and tear of labour power. Every change in this absolute value 
is therefore the effect, but never the cause, of a change in the magnitude of 
surplus value. 
 We begin with the case in which the working day is shortened. 
 (1.) A shortening of the working day under the conditions given 
above, leaves the value of labour power, and with it, the necessary labour 
time, unaltered. It reduces the surplus labour and surplus value. Along with 
the absolute magnitude of the latter, its relative magnitude also falls, i.e., its 
magnitude relatively to the value of labour power whose magnitude remains 
unaltered. Only by lowering the price of labour power below its value could 
the capitalist save himself harmless.  
 All the usual arguments against the shortening of the working day, 
assume that it takes place under the conditions we have here supposed to 
exist; but in reality the very contrary is the case: a change in the 
productiveness and intensity of labour either precedes, or immediately 
follows, a shortening of the working day. 
 (2.) Lengthening of the working day. Let the necessary labour time be 
6 hours, or the value of labour power 3 shillings; also let the surplus labour 
be 6 hours or the surplus value 3 shillings. The whole working day then 
amounts to 12 hours and is embodied in a value of 6 shillings. If, now, the 
working day be lengthened by 2 hours and the price of labour power remain 
unaltered, the surplus value increases both absolutely and relatively. Although 
there is no absolute change in the value of labour power, it suffers a relative 
fall. Under the conditions assumed in 1. there could not be a change of 
relative magnitude in the value of labour power without a change in its 
absolute magnitude. Here, on the contrary, the change of relative magnitude 
in the value of labour power is the result of the change of absolute magnitude 
in surplus value. 
 Since the value in which a day's labour is embodied, increases with 
the length of that day, it is evident that the surplus value and the price of 
labour power may simultaneously increase, either by equal or unequal 
quantities. This simultaneous increase is therefore possible in two cases, one, 
the actual lengthening of the working day, the other, an increase in the 
intensity of labour unaccompanied by such lengthening.  
 When the working day is prolonged, the price of labour power may 
fall below its value, although that price be nominally unchanged or even rise. 
The value of a day's labour power is, as will be remembered, estimated from 
its normal average duration, or from the normal duration of life among the 
labourers, and from corresponding normal transformations of organised 
bodily matter into motion, in conformity with the nature of man. Up to a 
certain point, the increased wear and tear of labour power, inseparable from a 
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of life whose value the master has advanced to them.  
 Then the new capital of £2,000 functions in the spinning mill, and 
brings in, in its turn, a surplus value of £400.  
 The capital value was originally advanced in the money form. The 
surplus value on the contrary is, originally, the value of a definite portion of 
the gross product. If this gross product be sold, converted into money, the 
capital value regains its original form. From this moment the capital value 
and the surplus value are both of them sums of money, and their reconversion 
into capital takes place in precisely the same way. The one, as well as the 
other, is laid out by the capitalist in the purchase of commodities that place 
him in a position to begin afresh the fabrication of his goods, and this time, 
on an extended scale. But in order to be able to buy those commodities, he 
must find them ready in the market.  
 His own yarns circulate, only because he brings his annual product to 
market, as all other capitalists likewise do with their commodities. But these 
commodities, before coming to market, were part of the general annual 
product, part of the total mass of objects of every kind, into which the sum of 
the individual capitals, i.e., the total capital of society, had been converted in 
the course of the year, and of which each capitalist had in hand only an 
aliquot part. The transactions in the market effectuate only the interchange of 
the individual components of this annual product, transfer them from one 
hand to another, but can neither augment the total annual production, nor alter 
the nature of the objects produced. Hence the use that can be made of the 
total annual product, depends entirely upon its own composition, but in no 
way upon circulation.  
 The annual production must in the first place furnish all those objects 
(use values) from which the material components of capital, used up in the 
course of the year, have to be replaced. Deducting these there remains the net 
or surplus product, in which the surplus value lies. And of what does this 
surplus product consist? Only of things destined to satisfy the wants and 
desires of the capitalist class, things which, consequently, enter into the 
consumption fund of the capitalists? Were that the case, the cup of surplus 
value would be drained to the very dregs, and nothing but simple 
reproduction would ever take place.  
 To accumulate it is necessary to convert a portion of the surplus 
product into capital. But we cannot, except by a miracle, convert into capital 
anything but such articles as can be employed in the labour process (i.e., 
means of production), and such further articles as are suitable for the 
sustenance of the labourer (i.e., means of subsistence). Consequently, a part 
of the annual surplus labour must have been applied to the production of 
additional means of production and subsistence, over and above the quantity 
of these things required to replace the capital advanced. In one word, surplus 
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we need not here inquire as yet. It is enough that it forms the starting point. 
But all methods for raising the social productive power of labour that are 
developed on this basis, are at the same time methods for the increased 
production of surplus value or surplus product, which in its turn is the 
formative element of accumulation. They are, therefore, at the same time 
methods of the production of capital by capital, or methods of its accelerated 
accumulation. The continual re-transformation of surplus value into capital 
now appears in the shape of the increasing magnitude of the capital that 
enters into the process of production. This in turn is the basis of an extended 
scale of production, of the methods for raising the productive power of labour 
that accompany it, and of accelerated production of surplus value. If, 
therefore, a certain degree of accumulation of capital appears as a condition 
of the specifically capitalist mode of production, the latter causes conversely 
an accelerated accumulation of capital. With the accumulation of capital, 
therefore, the specifically capitalistic mode of production develops, and with 
the capitalist mode of production the accumulation of capital. Both these 
economic factors bring about, in the compound ratio of the impulses they 
reciprocally give one another, that change in the technical composition of 
capital by which the variable constituent becomes always smaller and smaller 
as compared with the constant. 
 Every individual capital is a larger or smaller concentration of means 
of production, with a corresponding command over a larger or smaller 
labour-army. Every accumulation becomes the means of new accumulation. 
With the increasing mass of wealth which functions as capital, accumulation 
increases the concentration of that wealth in the hands of individual 
capitalists, and thereby widens the basis of production on a large scale and of 
the specific methods of capitalist production. The growth of social capital is 
effected by the growth of many individual capitals. All other circumstances 
remaining the same, individual capitals, and with them the concentration of 
the means of production, increase in such proportion as they form aliquot 
parts of the total social capital. At the same time portions of the original 
capitals disengage themselves and function as new independent capitals. 
Besides other causes, the division of property, within capitalist families, plays 
a great part in this. With the accumulation of capital, therefore, the number of 
capitalists grows to a greater or less extent. Two points characterise this kind 
of concentration which grows directly out of, or rather is identical with, 
accumulation. First: The increasing concentration of the social means of 
production in the hands of individual capitalists is, other things remaining 
equal, limited by the degree of increase of social wealth. Second: The part of 
social capital domiciled in each particular sphere of production is divided 
among many capitalists who face one another as independent commodity 
producers competing with each other. Accumulation and the concentration 
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annihilated. Its annihilation, the transformation of the individualised and 
scattered means of production into socially concentrated ones, of the pigmy 
property of the many into the huge property of the few, the expropriation of 
the great mass of the people from the soil, from the means of subsistence, and 
from the means of labour, this fearful and painful expropriation of the mass 
of the people forms the prelude to the history of capital. It comprises a series 
of forcible methods, of which we have passed in review only those that have 
been epoch-making as methods of the primitive accumulation of capital. The 
expropriation of the immediate producers was accomplished with merciless 
Vandalism, and under the stimulus of passions the most infamous, the most 
sordid, the pettiest, the most meanly odious. Self-earned private property, that 
is based, so to say, on the fusing together of the isolated, independent 
labouring individual with the conditions of his labour, is supplanted by 
capitalistic private property, which rests on exploitation of the nominally free 
labour of others, i.e., on wage labour. 
 As soon as this process of transformation has sufficiently decomposed 
the old society from top to bottom, as soon as the labourers are turned into 
proletarians, their means of labour into capital, as soon as the capitalist mode 
of production stands on its own feet, then the further socialisation of labour 
and further transformation of the land and other means of production into 
socially exploited and, therefore, common means of production, as well as 
the further expropriation of private proprietors, takes a new form. That which 
is now to be expropriated is no longer the labourer working for himself, but 
the capitalist exploiting many labourers. This expropriation is accomplished 
by the action of the immanent laws of capitalistic production itself, by the 
centralisation of capital. One capitalist always kills many. Hand in hand with 
this centralisation, or this expropriation of many capitalists by few, develop, 
on an ever-extending scale, the co-operative form of the labour process, the 
conscious technical application of science, the methodical cultivation of the 
soil, the transformation of the instruments of labour into instruments of 
labour only usable in common, the economising of all means of production 
by their use as means of production of combined, socialised labour, the 
entanglement of all peoples in the net of the world market, and with this, the 
international character of the capitalistic regime. Along with the constantly 
diminishing number of the magnates of capital, who usurp and monopolise 
all advantages of this process of transformation, grows the mass of misery, 
oppression, slavery, degradation, exploitation; but with this too grows the 
revolt of the working class, a class always increasing in numbers, and 
disciplined, united, organised by the very mechanism of the process of 
capitalist production itself. The monopoly of capital becomes a fetter upon 
the mode of production, which has sprung up and flourished along with, and 
under it. Centralisation of the means of production and socialisation of labour 
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at last reach a point where they become incompatible with their capitalist 
integument. This integument is burst asunder. The knell of capitalist private 
property sounds. The expropriators are expropriated.  
 The capitalist mode of appropriation, the result of the capitalist mode 
of production, produces capitalist private property. This is the first negation 
of individual private property, as founded on the labour of the proprietor. But 
capitalist production begets, with the inexorability of a law of Nature, its own 
negation. It is the negation of negation. This does not re-establish private 
property for the producer, but gives him individual property based on the 
acquisition of the capitalist era: i.e., on co-operation and the possession in 
common of the land and of the means of production.  
 The transformation of scattered private property, arising from 
individual labour, into capitalist private property is, naturally, a process, 
incomparably more protracted, violent, and difficult, than the transformation 
of capitalistic private property, already practically resting on socialised 
production, into socialised property. In the former case, we had the 
expropriation of the mass of the people by a few usurpers; in the latter, we 
have the expropriation of a few usurpers by the mass of the people [...] 
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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 particular social form of the process of production, the 
process of production of commodities. Since under capitalist production 
products assume 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 commodities, the part of social 
wealth functioning as commodities, grows continually, it follows that the 
quantity of gold and silver functioning as means of circulation, paying 
medium, reserve fund, etc., likewise increases. These commodities 
performing the function of money enter into neither individual nor productive 
consumption. They represent social labour in a fixed form in which it serves 
as a mere circulation machine. Besides the fact that a part of social wealth 
has been condemned to assume this unproductive form, the wearing down of 
the money demands its constant replacement, or the conversion of more 
social labour, in the form of products, into more gold and silver. These 
replacement 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 circulation costs to 
society which arise solely out of the social form of production. 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 capitalist is 
concerned. The costs of circulation which we shall consider now are of a 
different nature. They may arise from processes of production which are only 
continued in circulation, the productive character 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 
materialised labour, but for that very reason they become productive of value 
for the individual 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 production. By 
being added to the prices of commodities they are distributed in proportion to 
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twelve weeks instead of nine. In every section of time there consequently 
functions a reduced productive capital. The circulating portion of the 
productive capital is reduced from 100 to 75, or one-quarter. The total 
amount by which the productive capital functioning for a working period of 
nine weeks is reduced equals 9 times 25, or £225, or one-quarter of £900. But 
the ratio of the time of circulation to that of turnover is likewise three-
twelfths, or one-quarter. It follows therefore: circulation of the productive 
capital transformed into commodity capital, if it is rather to be carried on 
simultaneously and continuously week after week, and if no special 
circulating capital is available for this purpose, it can be done only by 
curtailing productive operations, by reducing the circulating component of 
the functioning productive capital. The portion of circulating capital thus set 
free for production during the time of circulation is to the total advanced 
circulating capital as the time of circulation is to the period of turnover. This 
applies, as has already been stated, only to branches of production in which 
the labour process is carried on in the same scale week after week, where 
therefore no varying amounts of capital are to be invested in different 
working periods, as for instance in agriculture. 
 If on the other hand we assume that the nature of the business 
excludes a reduction of the scale of production, and thus of the circulating 
capital to be advanced each week, then continuity of production can be 
secured only by additional circulating capital, in the above-named case of 
£300. During the twelve-week turnover period, £1,200 are successively 
invested, and £300 is one-quarter of this sum as three weeks is of twelve. At 
the end of the working time of nine weeks the capital value of £900 has been 
converted from the form of productive into that of commodity capital. Its 
working period is concluded, but it cannot be re-opened with the same 
capital. During the three weeks in which it stays in the sphere of circulation, 
functioning as commodity capital, it is in the same state, so far as the process 
of production is concerned, as if it did not exist at all. We rule out in the 
present case all credit relations and take for granted that the capitalist 
operates only with his own money. But during the time the capital advanced 
for the first working period, having completed its process of production, stays 
three weeks in the process of circulation, there functions an additional capital 
investment of £300, so that the continuity of production is not broken. 
 Now, the following must be noted in this connection: 
 Firstly: The working period of the capital of £900 first advanced is 
completed at the close of nine weeks and it does not return until after three 
weeks are up, that is to say, at the beginning of the thirteenth week. But a new 
working period is immediately begun with the additional capital of £300. By 
this means continuity of production is maintained. 
 Secondly: The functions of the original capital of £900 and of the 
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commodity product, and by I at the expense of the surplus value portion of its 
commodity product, flows back to them, this is solely because the one class 
of capitalists throws £500 into circulation over and above the constant capital 
existing in the form of commodities in II, and the other class a like amount 
over and above the surplus value existing in the form of commodities in I. In 
the last analysis the two departments have mutually paid one another in full 
by the exchange of equivalents in the shape of their respective commodities. 
The money thrown into circulation by them in excess of the values of their 
commodities, as a means of effecting the exchange of these commodities, 
returns to each one of them out of the circulation in proportion to the quota 
which each of the two had thrown into circulation. Neither has grown a 
farthing richer thereby. I possessed a constant capital of 2,000 in the form of 
articles of consumption plus 500 in money; now it possesses 2,000 in means 
of production plus 500 in money, the same as before; in the same way I 
possesses, as before, a surplus value of 1,000 (consisting of commodities, 
means of production, now converted into a consumption fund) plus 500 in 
money. The general conclusion is this: Of the money which the industrial 
capitalists throw into circulation to accomplish their own commodity 
circulation, whether at the expense of the constant part of the commodity 
value or at the expense of the surplus value existing in the commodities to the 
extent that it is laid out as revenue, as much returns into the hands of the 
respective capitalists as was advanced by them for the money circulation. 
 As for the reconversion of the variable capital of class I into the form 
of money, this capital, after the capitalists of I invested it in wages, exists for 
them first in the form of commodities in which the labourers delivered it to 
them. They paid this capital in the form of money to these labourers as the 
price of their labour power. To this extent the capitalists have paid for that 
constituent part of the value of their commodity product which is equal to the 
variable capital expended in the form of money. They are, for this reason, the 
owners of this portion of the commodity product as well. But that part of the 
working class which is employed by them does not buy the means of 
production created by it; these labourers buy articles of consumption 
produced by II. Hence the variable capital advanced by the capitalists of I in 
the payment of labour power does not return to them directly. It passes by 
means of purchases made by the labourers into the hands of the capitalist 
producers of the commodities necessary for and within the reach of working 
folks; in other words, it passes into the hands of capitalists II. And not until 
these expend the money in the purchase of means of production does it return 
by this circuitous route into the hands of capitalists I. It follows that, on the 
basis of simple reproduction, the sum of the values of v + s of the commodity 
capital of I (and therefore a corresponding proportional part of the total 
commodity product of I) must be equal to the constant capital IIc, which is 
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may call this entire sub-division consumer necessities, regardless of whether 
such a product as tobacco is really a consumer necessity from the 
physiological point of view. It suffices that it is habitually such. 
 b) Articles of luxury, which enter into the consumption of only the 
capitalist class and can therefore be exchanged only for spent surplus value, 
which never falls to the share of the labourer. 
 As far as the first category is concerned it is obvious that the variable 
capital advanced in the production of the commodities belonging in it must 
flow back in money form directly to that portion of the capitalist class II (i.e., 
the capitalists IIa) who have produced these necessities of life. They sell them 
to their own labourers to the amount of the variable capital paid to them in 
wages. This reflux is direct so far as this entire sub-division a of capitalist 
class I is concerned, no matter how numerous the transactions may be 
between the capitalists of the various pertinent branches of industry, by 
means of which the returning variable capital is distributed pro rata. These 
are processes of circulation, whose means of circulation are supplied directly 
by the money expended by the labourers. It is different, however, with sub-
division IIb. The entire portion of the value produced in this sub-division, 
IIb(v + s), exists in the bodily form of articles of luxury, i.e., articles which the 
labouring class can buy no more than it can buy commodity value Iv existing 
in the form of means of production, notwithstanding the fact that both the 
articles of luxury and the means of production are the products of these 
labourers. 
 Hence the reflux by which the variable capital advanced in this 
subdivision returns to the capitalist producers in its money form cannot be 
direct but must be mediated, as in the case of Iv. 
 Let us assume for instance that v = 500 and s = 500, as they did in the 
case of the entire class II; but that the variable capital and the corresponding 
surplus value are distributed as follows: 
 Sub-division a, Necessities of Life: v = 400; s = 400; hence a quantity 
of commodities in consumer necessities of the value of 400v + 400s = 800, or 
IIa (400v + 400s). 
 Sub-division b, Articles of Luxury: of the value of 100v + l00s = 200, 
or IIb (100v + 100s). 
 The labourers of IIb have received 100 in money as payment for their 
labour power, or say £100. With this money they buy articles of consumption 
from capitalists IIa to the same amount. This class of capitalists buys with the 
same money £100 worth of the IIb commodities, and in this way the variable 
capital of capitalists IIb flows back to them in the form of money. 
 In IIa there are available once more 400v in money, in the hands of the 
capitalists, obtained by exchange with their own labourers. Besides, a fourth 
of the part of the product representing surplus value has been transferred to 
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exchange between the capitalists of the two sub-divisions. So far we have 
disposed of the variable capital (400v) and part of the surplus value (100s) in 
a, and the variable capital (100v) in b. We have furthermore assumed that the 
average proportion of the expenditure of the capitalist revenue was in both 
classes two-fifths for luxuries and three-fifths for necessities. Apart from the 
100 already expended for luxuries, the entire subdivision a still has to be 
allotted 60 for luxuries, and b has proportionately to be allotted 40. 
 (IIa)s is then divided into 240 for necessities and 160 for luxuries, or 
240 + 160 = 400s (IIa). 
 (IIb)s is divided into 60 for necessities and 40 for luxuries; 60 + 40 = 
100s (IIb). The last 40 are consumed by this class out of its own product (two-
fifths of its surplus value); the 60 in necessities are obtained by this class 
through the exchange of 60 of its surplus value for 60s (a). 
 We have, then, for the entire capitalist class II the following (v plus s 
in sub-division a consisting of necessities, in b of luxuries): IIa 
(400v + 400s) + IIb (100v + 100s) = 1,000; by this movement there is thus 
realised: 500v (a + b) // realised in 400v (a) and 100s (a) // + 500s (a + b) // 
realised in 300s (a) + 100v (b) + 100s (b) // =1,000. For a and b, each 
considered by itself, we obtain the following realisation: 
 
a) v / ( 400v(a) )   +   s / (240s(a) + 100s(b) + 60s(b)) = 800 
b) v / ( 100s(a) )   +   s / (60s(a) + 40s(b)) ... = (200 / 1000) 
 
 If, for the sake of simplicity, we assume the same proportion between 
the variable and constant capital (which, by the way, is not at all necessary), 
we obtain for 400v (a) a constant capital of 1,600, and for 100v (b) a constant 
capital of 400. We then have the following two subdivisions, a and b, in II: 
 
IIa) 1,600c + 400v + 400s = 2,400 
IIb) 400c + 100v + 100s = 600 
 
adding up to 
2,000c + 500v + 500s = 3,000 
 
 Accordingly, 1,600 of the 2,000 IIc in articles of consumption, which 
are exchanged for 2,000 I(v + s), are exchanged for means of production of 
necessities of life and 400 for means of production of luxuries. 
 The 2,000 I(v + s) would therefore break up into (800v + 800s) I for a, 
equal to 1,600 means of production of necessities of life, and (200v + 200s) I 
for b, equal to 400 means of production of luxuries. 
 A considerable part of the instruments of labour as such, as well as of 
the raw and auxiliary materials, etc., is the same for both departments. But so 
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far as the exchange of the various portions of value of the total product 
I(v + s) is concerned, such a division would be wholly immaterial. Both the 
above 800v of I and the 200v of I are realised because the wages are spent for 
articles of consumption 1,000 IIc; hence the money capital advanced for this 
purpose is distributed evenly on its return among the capitalist producers of I, 
their advanced variable capital is replaced pro rata in money. On the other 
hand, so far as the realisation of the 1,000 Is is concerned, the capitalists will 
here likewise draw uniformly (in proportion to the magnitude of their s) 600 
IIa and 400 IIb in means of consumption out of the entire second half of IIc, 
equal to 1,000; consequently those who replace the constant capital of IIa 
will draw: 
 480 (three-fifths) out of 600c (IIa) and 320 (two-fifths) out of 
400c (IIb), a total of 800;  
those who replace the constant capital of IIb will draw: 
 120 (three-fifths) out of 600c (IIa) and 80 (two-fifths) out of 400c 
(IIb), which equals 200. Grand total = 1,000. 
 What is arbitrary here is the ratio of the variable to the constant 
capital of both I and II and so is the identity of this ratio for I and II and their 
sub-divisions. As for this identity, it has been assumed here merely for the 
sake of simplification, and it would not alter in any way the conditions of the 
problem and its solution if we were to assume different proportions. 
However, the necessary result of all this, on the assumption of simple 
reproduction, is the following. 
 1) That the new value created by the labour of one year (divisible into 
v + s) in the bodily form of means of production is equal to the value of the 
constant capital c contained in the value of the product created by the other 
part of the annual labour and reproduced in the form of articles of 
consumption. If it were smaller than IIc, it would be impossible for II to 
replace its constant capital entirely; if it were greater, a surplus would remain 
unused. In either case, the assumption of simple reproduction would be 
violated. 
 2) That in the case of annual product which is reproduced in the form 
of articles of consumption, the variable capital v advanced in the form of 
money can be realised by its recipients, inasmuch as they are labourers 
producing luxuries, only in that portion of the necessities of life which 
embodies for their capitalist producers prima facie their surplus value; hence 
that v, laid out in the production of luxuries, is equal in value to a 
corresponding portion of s produced in the form of necessities of life, and 
hence must be smaller than the whole of this s, namely (IIa)s, and that the 
variable capital advanced by the capitalist producers of luxuries returns to 
them in the form of money only by means of the realisation of that v in this 
portion of s. This phenomenon is quite analogous to the realisation of 
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through the most diverse channels and functions as a medium of circulation 
for countless other businesses. 
 

_______________ 
 
 Now let us consider the circulation between I(v + s) and IIc from a 
different angle. 
 Capitalists I advance £1,000 in the payment of wages. With this 
money the labourers buy £1,000 worth of means of subsistence from 
capitalists II. These in turn buy for the same money means of production 
from capitalists I. Capitalists I thus get back their variable capital in the form 
of money, while capitalists II have reconverted one half of their constant 
capital from the form of commodity capital into that of productive capital. 
Capitalists II advance another £500 in money to get means of production 
from I. The capitalists I spend this money on articles of consumption from II. 
These £500 thus return to capitalists II. They advance this amount again in 
order to reconvert the last quarter of their constant capital, converted into 
commodities, into its productive bodily form. This money flows back to I and 
once more withdraws articles of consumption of the same amount from II. 
Thus the £500 return to II. The capitalists II are now as before in possession 
of £500 in money and £2,000 in constant capital, the latter having been newly 
converted from the form of commodity capital into that of productive capital. 
By means of £1,500 a quantity of commodities worth £5,000 has been 
circulated. Namely: 1) I pays £1,000 to his labourers for their labour power 
of the same value; 2) With these same £1,000 the labourers buy means of 
subsistence from II; 3) With the same money II buys means of production 
from I, thereby restoring to I variable capital to the amount of £1,000 in the 
form of money; 4) II buys £500 worth of means of production from I; 5) With 
the same £500 I buys articles of consumption from II; 6) With the same £500 
II buys means of production from I; 7) With the same £500 I buys means of 
subsistence from II. Thus £500 have returned to II, which had thrown them 
into circulation besides its £2,000 in commodities and for which it did not 
withdraw from circulation any equivalent in commodities. 
 The exchange therefore takes the following course: 
 1) I pays £1,000 in money for labour power, hence for commodities 
equal to £1,000. 
 2) The labourers buy with their wages amounting in money to £1,000 
articles of consumption from II; hence commodities equal to £1,000. 
 3) With the £1,000 received from the labourers II buys means of 
production of the same value from I; hence commodities equal to £1,000. 
 In this way the £l.000 have returned to I as the money form of its 
variable capital. 
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 The analysis of the total value of the product of 9,000, and of the 
categories into which it is divided, does not present any greater difficulty than 
that of the value produced by an individual capital. On the contrary, they are 
identical. 
 The entire annual social product here contains three social working 
days, each of one year. The value expressed by each one of these working 
days is 3,000, so that the value expressed by the total product is equal to 3 x 
3,000, or 9,000. 
 Furthermore, the following portions of this working time have 
elapsed prior to the one-year process of production, the product of which we 
are now analysing: In department I four-thirds of a working day (with a 
product worth 4,000), and in department II two-thirds of a working day (with 
a product worth 2,000), making a total of two social working days with a 
product worth 6,000. For this reason 4,000 Ic + 2,000 IIc = 6,000c figure as 
the value of the means of production, or the constant capital value re-
appearing in the total value of the social product. 
 Furthermore one-third of the social working day of one year newly 
added in department I is necessary labour, or labour replacing the value of the 
variable capital of 1,000 Iv and paying the price of the labour employed by I. 
In the same way one-sixth of a social working day in II is necessary labour 
with a value of 500. Hence 1,000 Iv + 500 IIv = 1,500v, expressing the value 
of one half of the social working day, is the value-expression of the first half 
of the aggregate working day added this year and consisting of necessary 
labour. 
 Finally, in department I one-third of the aggregate working day, with 
a product worth 1,000, is surplus labour, and in department II one-sixth of the 
working day, with a product worth 500, is surplus labour. Together they 
constitute the other half of the added aggregate working day. Hence the total 
surplus value produced is equal to l,000 Is + 500 IIs, or 1,500s. 
 Thus: 
The constant capital portion of the value of the social product (c): 
 Two working days expended prior to the process of production; value 
expression = 6,000. 
Necessary labour (v) expended during the year: 
 One half of a working day expended on the annual production; value 
expression = 1,500. 
Surplus labour (s) expended during the year: 
 One half of a working day expended on the annual production; value 
expression = 1,500. 
Value produced by annual labour (v + s) = 3,000. 
 Total value of product (c + v + s) = 9,000. 
[...] 
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 We note in the first place that the sum total of the annual social 
product, or 8,252, is smaller than that of the first scheme, where it was 9,000. 
We might just as well assume a much larger sum, for instance one ten times 
larger. We have chosen a smaller sum than in our scheme I in order to make it 
conspicuously clear that reproduction on an enlarged scale (which is here 
regarded merely as production carried on with a larger investment of capital) 
has nothing to do with the absolute volume of the product, that for a given 
quantity of commodities it implies merely a different arrangement or a 
different definition of the functions of the various elements of a given 
product, so that it is but a simple reproduction so far as the value of the 
product is concerned. It is not the quantity but the qualitative determination 
of the given elements of simple reproduction which is changed, and this 
change is the material premise of a subsequent reproduction on an extended 
scale.  
 We might vary the scheme by changing the ratio between the variable 
and constant capital. For instance as follows: 

Scheme b) I. 4,000c + 875v + 875s = 5,750 
  II. 1,750c + 376v + 376s = 2,502 
  = 8,252 Total 

 This scheme seems arranged for reproduction on a simple scale, the 
surplus value being entirely consumed as revenue and not accumulated. In 
either case, both a) and b), we have an annual product of the same magnitude 
of value, only under b) functionally its elements are grouped in such a way 
that reproduction is resumed on the same scale, while under a) the functional 
grouping forms the material basis of reproduction on an extended scale. 
Under b) (875v + 875s) I, or 1,750 I(v + s), are exchanged without any surplus 
for 1,750 IIc while under a) the exchange of (1,000v + 1,000s) I, equal to 
2,000 I(v + s), for 1,000 IIc leaves a surplus of 500 Is for accumulation in class 
I. 
 Now let us analyse scheme a) more closely. Let us suppose that both I 
and II accumulate one half of their surplus value, that is to say, convert it into 
an element of additional capital, instead of spending it as revenue. As one 
half of 1,000 Is, or 500, are to be accumulated in one form or another, 
invested as additional money capital, i.e., converted into additional 
productive capital, only (l,000v + 500s) I are spent as revenue. Hence only 
1,500 figures here as the normal size of IIc. We need not further examine the 
exchange between 1,500 I(v + s) and 1,500 IIc, because this has already been 
done under the head of process of simple reproduction. Nor does 4,000 
Ic require any attention, since its re-arrangement for the newly commencing 
reproduction (which this time will occur on an extended scale) was likewise 
discussed as a process of simple reproduction. 
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II. 1,500c + 750v + 750s = 3,000 
  = 9,000 Total 

 Assuming that in scheme B one half of surplus value I, i.e., 500, is 
accumulated, we first receive (1,000v + 500s) I, or 1,500 I(v + s) to be replaced 
by 1,500 IIc. There then remains in I:4,000c and 500s, the latter having to be 
accumulated. The replacement of (1,000v + 500s) I by 1,500 IIc is a process 
of simple reproduction, which has been examined previously. 
 Let us now assume that 400 of the 500 Is are to be converted into 
constant capital, and 100 into variable capital. The exchange within I of the 
400s, which are thus to be capitalised, has already been discussed. They can 
therefore be annexed to Ic, without more ado and in that case we get for I: 
 
 4,400c + 1,000v + 100s (the latter to be converted into 100v). 
 
 II in turn buys from I for the purpose of accumulation the 100 
Is (existing in means of production) which now form additional constant 
capital II, while the 100 in money which it pays for them are converted into 
the money form of the additional variable capital of I. We then have for I a 
capital of 4,400c + 1,100v (the latter in money), equaling 5,500. 
 II has now 1,600c for its constant capital. In order to put them to 
work, it must advance a further 50v in money for the purchase of new labour 
power, so that its variable capital grows from 750 to 800. This expansion of 
the constant and variable capital of II by a total of 150 is supplied out of its 
surplus value. Hence only 600s of the 750 IIs remain as a consumption fund 
for capitalists II, whose annual product is now distributed as follows: 
 
 II. 1,600c + 800v + 600s (consumption fund), equal to 3,000. 
 
 The 150s produced in articles of consumption, which have been 
converted here into (100c + 50v) II, go entirely in their natural form for the 
consumption of the labourers, 100 being consumed by the labourers of I (100 
Iv), and 50 by the labourers of II (50 IIv), as explained above. As a matter of 
fact in II, where its total product is prepared in a form suitable for 
accumulation, a part greater by 100 of the surplus value in the form 
of necessary articles of consumption must be reproduced. If reproduction 
really starts on an extended scale, then the 100 of variable money capital I 
flow back through the hands of its working class to II, while II transfers 
100s in commodity supply to I and at the same time 50 in commodity supply 
to its own working class. 
 The arrangement changed for the purpose of accumulation is now as 
follows: 
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I. 4,400c + 1,100v + 500 consumption fund = 6,000 
II. 1,600c + 800v + 600 consumption fund = 3,000 
  = 9,000 Total, as before 

 Of these amounts, the following are capital: 
I. 4,400c + 1,100v (money) = 5,500 
II. 1,600c + 800v (money) = 2,400 
  = 7,900 

 while production started out with 
I. 4,000c + 1,000v = 5,000 
II. 1,500c + 750v = 2,250 
  = 7,250 

 Now, if actual accumulation takes place on this basis, that is to say, if 
production really goes on with this augmented capital, we obtain at the end of 
the following year: 

I. 4,400c + 1,100v + 1,100s = 6,600 
II. 1,600c + 800v + 800s = 3,200 
  = 9,800 

 Then let accumulation in I continue in the same proportion, so that 
550s are spent as revenue and 550s accumulated. In that case 1,100 Iv are first 
replaced by 1,100 IIc, and 550 Is must be realised in an equal amount of 
commodities of II, making a total of 1,650 I(v + s). But the constant capital II, 
which is to be replaced, is equal to only 1,600; hence the remaining 50 must 
be supplemented out of 800 IIs. Leaving aside the money aspect for the 
present, we have as a result of this transaction: 
 
I. 4,400c + 550s (to be capitalised); furthermore, realised in commodities IIc, 
the consumption fund of the capitalists and labourers 1,650(v + s). 
II. 1,650c (50 added from IIs as indicated above) + 800v + 750s (consumption 
fund of the capitalists). 
 
 But if the old ratio of v:s is maintained in II, then additional 25v must 
be laid out for 50c, and these are to be taken from the 750s. Then we have 

II. 1,650c + 825v + 725s. 

 In I, 550s must be capitalised. If the former ratio is maintained, 440 of 
this amount form constant capital and 110 variable capital. These 110 might 
be taken out of the 725 IIs, i.e., articles of consumption to the value of 110 
are consumed by labourers I instead of capitalists II, so that the latter are 
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compelled to capitalise these 110s which they cannot consume. This leaves 
615 IIs of the 725 IIs. But if II thus converts these 110 into additional 
constant capital, it requires an additional variable capital of 55. This again 
must be supplied by its surplus value. Subtracting this amount from 615 
IIs leaves 560 for the consumption of capitalists II, and we now obtain the 
following capital value after accomplishing all actual and potential transfers: 
 
I. (4,400c + 440c) + (1,100v + 110v) = 4,840c + 1,210v = 6,050 
II. (1,600c + 50c + 110c) + (800v + 25v + 55v) = 1760c + 880v = 2,640/8,690 
 
 
 If things are to proceed normally, accumulation in II must take 
place more rapidly than in I, because otherwise the portion I(v + s) which 
must be converted into commodities IIc will grow more rapidly than IIc, for 
which alone it can be exchanged. 
 If reproduction is continued on this basis and conditions otherwise 
remain unchanged we obtain at the end of the succeeding year: 
 

I. 4,840c + 1,210v + 1,210s = 7,260 
II. 1,760c + 880v + 880s = 3,520 
  = 10,780 

 
 If the rate of division of the surplus value remains unchanged, there is 
first to be expended as revenue by I: 1,210v and one half of s, or 605, a total 
of 1,815. This consumption fund is again larger than IIc by 55. These 55 must 
be deducted from 880s, leaving 825. Furthermore, the conversion of 55 
IIs into IIc implies another deduction from IIs for a corresponding variable 
capital of 27½, leaving for consumption 797½ IIs. 
 It has now to capitalise 605s. Of these 484 are constant and 121 
variable. The last named are to be deducted from IIs, which is still equal to 
797½, leaving 676½ IIs. II, then, converts another 121 into constant capital 
and requires another variable capital of 60½ for it, which likewise comes out 
of 676½, leaving 616 for consumption. 
Then we have the following capital: 

I. Constant: 4,840 + 484 = 5,324 
  Variable: 1,210 + 121 = 1,331 
II. Constant: 1,760 + 55 + 121 = 1,936 
  Variable: 880 + 27½ + 60½ = 968 

 
Totals: I. 5,324c + 1,331v = 6,655 
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  II. 1,936c + 968v = 2,904 
  = 9,559 

 And at the end of the year the product is 
I. 5,324c + 1,331v + 1,331s = 7,986 
II. 1,936c + 968v + 968s = 3,872 
  = 11,858 

 Repeating the same calculation and rounding off the fractions, we get 
at the end of the succeeding year the following product: 

I. 5,856c + 1,464v + 1,464s = 8,784 
II. 2,129c + 1,065v + 1,065s = 4,259 
  = 13,043 

 And at the end of the next succeeding year: 
I. 6, 442c + 1,610v + 1,610s = 9,662 
II. 2,342c + 1,172v + 1,172s = 4,686 
  = 14,348 

 In the course of five years of reproduction on an extended scale the 
aggregate capital of I and II has risen from 5,500c + 1,750v = 7,250 to 
8,784c + 2,782v = 11,566; in other words in the ratio of 100:160. The total 
surplus value was originally 1,750; it is now 2,782. The consumed surplus 
value was originally 500 for I and 600 for II, a total of 1,100. The previous 
year it was 732 for I and 745 for II, a total of 1,477. It has therefore grown in 
the ratio of 100:134. 
 

2. SECOND ILLUSTRATION 
  
 Now take the annual product of 9,000, which is altogether a 
commodity capital in the hands of the class of industrial capitalists in a form 
in which the general average ratio of the variable to the constant capital is 
that of 1:5. This presupposes a considerable development of capitalist 
production and accordingly of the productivity of social labour, a 
considerable previous increase in the scale of production, and finally a 
development of all the circumstances which produce a relative surplus 
population among the working class. The annual product will then be divided 
as follows, after rounding off the various fractions: 

I. 5,000c + 1,000v + 1,000s = 7,000 
II. 1,430c + 285v + 285s = 2,000 
  = 9,000 

 Now take it that capitalist class I consumes one half of its surplus 
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 The product of 9,000 in the second illustration must, as we have seen, 
be distributed in the following manner for the purpose of reproduction, if 500 
Is is to be capitalised. In doing so we merely consider the commodities and 
neglect the money circulation. 
 
I. 5,000c + 500s (to be capitalised) + 1,500(v + s) consumption fund equals 
7,000 in commodities. 
II. 1,500c + 299v + 201s equals 2,000 in commodities. 
Grand total: 9,000 in commodities. 
 
 Capitalisation takes place in the following manner: 
 In I the 500s which are being capitalised divide into five-sixths, or 
417c plus one-sixth, or 83v. The 83v draw an equal amount out of IIs, which 
buys elements of constant capital and adds them to IIc. An increase of IIc by 
83 implies an increase of IIv by one-fifth of 83, or 17. 
 We have, then, after this exchange 
 
I. (5,000c + 417s)c + (1,000v + 83s)v = 5,417c + 1,083v = 6,500 
II. (1,500c + 83s)c + (299v + 17s)v = 1,583c + 316v = 1,899 
Grand total: 8,399. 
 
 The capital in I has grown from 6,000 to 6,500, or by 1/12. That of II 
has grown from 1,715 to 1,899, or by not quite 1/9. 
 The reproduction on this basis in the second year brings the capital at 
the end of that year to 
 
I. (5,417c + 452s)c + (1,083v + 90s)v = 5,869c + 1,173v = 7,042 
II. (1,583c + 42s + 90s)c + (316v + 8s + 18s)v = 1,715c + 342v = 2,057. 
 
And at the end of the third year, we have a product of 
 
I. 5,869c + 1,173v + 1,173s 
II. 1,715c + 342v + 342s. 
 
 If I accumulates one half of its surplus value, as before, we find that 
I(v + ½s) yields 1,173v + 587(½s), equal to 1,760, more than the entire 1,715 IIc, 
an excess of 45. This must again be balanced by transferring an equal amount 
of means of production to IIc, which thus grows by 45, necessitating an 
addition of one-fifth, or 9, to IIv. Furthermore, the capitalised 587 Is divide 
into five-sixths and one-sixth, i.e., 489c and 98v. The 98 imply in II a new 
addition of 98 to the constant capital, and this again an increase of variable 
capital II by one-fifth, or 20. Then we have: 
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I. (5,869c + 489s)c + (1,173v + 98s)v = 6,358s + 1,271v = 7,629 
II. (1,715c + 45s + 98s)c + (342v + 9s + 20s)v = 1,858c + 371v = 2,229 
Total capital = 9,858. 
 
 In three years of growing reproduction the total capital of I has 
increased from 6,000 to 7,629 and that of II from 1,715 to 2,229, the 
aggregate social capital from 7,715 to 9,858. 
 

3. REPLACEMENT OF IIc IN ACCUMULATION 
 
 In the exchange of I(v + s) for IIc we thus meet with various cases. In 
simple reproduction both of them must be equal and replace one another, 
since otherwise simple reproduction cannot proceed without disturbance, as 
we have seen above. 
 In accumulation it is above all the rate of accumulation that must be 
considered. In the preceding cases we assumed that the rate of accumulation 
in I was equal to ½s I, and also that it remained constant from year to year. 
We changed only the proportion in which this accumulated capital was 
divided into variable and constant capital. We then had three cases: 
 1) I(v + ½s) equals IIc, which is therefore smaller than I(v + s). This must 
always be so, otherwise I does not accumulate. 
 2) I(v + ½s) is greater than IIc. In this case the replacement is effected 
by adding a corresponding portion of IIs to IIc, so that this sum becomes 
equal to I(v + ½s). Here the replacement for II is not a simple reproduction of 
its constant capital, but accumulation, an augmentation of its constant capital 
by that portion of its surplus product which it exchanges for means of 
production of I. This augmentation implies at the same time a corresponding 
addition to variable capital II out of its own surplus product. 
 3) I(v + ½s) is smaller than IIc. In this case II does not fully reproduce 
its constant capital by means of exchange and must make good the deficit by 
purchase from I. But this does not entail any further accumulation of variable 
capital II, since its constant capital is fully reproduced only by this operation. 
On the other hand that part of capitalists I who accumulate only additional 
money capital, have already accomplished a portion of this accumulation by 
this transaction. 
 The premise of simple reproduction, that I(v + s) is equal to IIc, is not 
only incompatible with capitalist production, although this does not exclude 
the possibility that in an industrial cycle of 10-11 years some year may show 
a smaller total production than the preceding year, so that not even simple 
reproduction takes place compared to the preceding year. Besides that, 
considering the natural annual increase in population simple reproduction 
could take place only to the extent that a correspondingly larger number of 
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PART 1: THE CONVERSION OF SURPLUS VALUE INTO PROFIT 

AND OF THE RATE OF SURPLUS VALUE  
INTO THE RATE OF PROFIT 

 
 

CHAPTER 1: COST PRICE AND PROFIT 
 
 
 In Book I we analysed the phenomena which constitute the capitalist 
process of production as such, as the immediate productive process, with no 
regard for any of the secondary effects of outside influences. But this 
immediate process of production does not exhaust the life span of capital. It 
is supplemented in the actual world by the process of circulation, which was 
the object of study in Book II. In the latter, namely in Part III, which treated 
the process of circulation as a medium for the process of social reproduction, 
it developed that the capitalist process of production taken as a whole 
represents a synthesis of the processes of production and circulation. 
Considering what this third book treats, it cannot confine itself to general 
reflection relative to this synthesis. On the contrary, it must locate and 
describe the concrete forms which grow out of the movements of capital as a 
whole. In their actual movement capitals confront each other in such concrete 
shape, for which the form of capital in the immediate process of production, 
just as its form in the process of circulation, appear only as special instances. 
The various forms of capital, as evolved in this book, thus approach step by 
step the form which they assume on the surface of society, in the action of 
different capitals upon one another, in competition, and in the ordinary 
consciousness of the agents of production themselves. 
 

__________ 
 
 The value of every commodity produced in the capitalist way is 
represented in the formula: C = c + v + s. If we subtract surplus values from 
this value of the product there remains a bare equivalent or a substitute value 
in goods, for the capital value c + v expended in the elements of production. 
 For example, if the production of a certain article requires a capital 
outlay of £500, of which £20 are for the wear and tear of instruments of 
production, £380 for the materials of production, and £100 for labour power, 
and if the rate of surplus value is 100%, then the value of the product = 400c 
+ 100v + 100s = £600. 
 After deducting the surplus value of £100, there remains a commodity 
value of £500 which only replaces the expended capital of £500. This portion 
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of the value of the commodity, which replaces the price of the consumed 
means of production and labour power, only replaces what the commodity 
costs the capitalist himself. For him it, therefore, represents the cost price of 
the commodity. 
 What the commodity costs the capitalist and its actual production cost 
are two quite different magnitudes. That portion of the commodity value 
making up the surplus value does not cost the capitalist anything simply 
because it costs the labourer unpaid labour. Yet, on the basis of capitalist 
production, after the labourer enters the production process he himself 
constitutes an ingredient of operating productive capital, which belongs to the 
capitalist. Therefore, the capitalist is the actual producer of the commodity. 
For this reason the cost price of the commodity necessarily appears to the 
capitalist as the actual cost of the commodity. If we take k to be the cost 
price, the formula C = c + v + s turns into the formula C = k + s, that is, 
the commodity value = cost price + surplus value. 
 The grouping of the various value portions of a commodity which 
only replace the value of the capital expended in its production under the 
head of cost price expresses, on the one hand, the specific character of 
capitalist production. The capitalist cost of the commodity is measured by the 
expenditure of capital, while the actual cost of the commodity is measured by 
the expenditure of labour. Thus, the capitalist cost price of the commodity 
differs in quantity from its value, or its actual cost price. It is smaller than the 
value of the commodity, because, with C = k + s, it is evident that k = C - s. 
On the other hand, the cost price of a commodity is by no means simply a 
category which exists only in capitalist bookkeeping. The individualisation of 
this portion of value is continually manifest in practice in the actual 
production of the commodity, because it has ever to be reconverted from its 
commodity form by way of the process of circulation into the form of 
productive capital, so that the cost price of the commodity always must 
repurchase the elements of production consumed in its manufacture. 
 The category of cost price, on the other hand, has nothing to do with 
the formation of commodity value, or with the process of self-expansion of 
capital. When I know that of the value of a commodity worth £600, five-
sixths, or £500, represent no more than an equivalent of the capital of £500 
consumed in its production and that it can therefore suffice only to 
repurchase the material elements of this capital, I know nothing as yet either 
of the way in which these five-sixths of the value of the commodity, which 
represent its cost price, are produced, or about the way in which the last sixth, 
which constitutes its surplus value, was produced. The investigation will 
show, however, that in capitalist economics the cost price assumes the false 
appearance of a category of value production itself. 
 To return to our example. Suppose the value produced by one 
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price, or the surplus value. In the first place, then, surplus value is the excess 
value of a commodity over and above its cost price. But since the cost price 
equals the value of the consumed capital, into whose material elements it is 
continually reconverted, this excess value is an accretion in the value of the 
capital expended in the production of the commodity and returning by way of 
its circulation. 
 However, surplus value forms an increment not only of the portion of 
the advanced capital which goes into the self-expansion process, but also of 
the portion which does not go into it. In other words, it is an accretion not 
only to the consumed capital made good out of the cost price of the 
commodity, but to all the capital invested in production. Before the 
production process we had a capital valued at £1,680, namely £1,200 of fixed 
capital invested in means of production, only £20 of which go into the value 
of the commodity for wear and tear, plus £480 of circulating capital in 
materials of production and wages. After the production process we have 
£1,180 as the constituent element of the value of the productive capital plus a 
commodity capital of £600. By adding these two sums of value we find that 
the capitalist now has a value of £1,780. After deducting his advanced total 
capital of £1,680 there remains a value increment of £100. The £100 of 
surplus value thus form as much of an increment in relation to the invested 
£1,680 as to its fraction of £500 expended during production [... To the 
capitalist, the] surplus value seems to spring equally from all its different 
elements of value consisting of means of production and labour. For all these 
elements contribute equally to the formation of the cost price [...] In its 
assumed capacity of offspring of the aggregate advanced capital, surplus 
value takes the converted form of profit. Hence, a certain value is capital 
when it is invested with a view to producing profit, or, there is profit because 
a certain value was employed as capital. Suppose profit is p. Then the 
formula C = c + v + s = k + s turns into the formula C = k + p, or the value of 
a commodity = cost price + profit. The profit, such as it is represented here, 
is thus the same as surplus value, only in a mystified form [...] 
 We have seen that the cost price of a commodity is smaller than its 
value. Since C = k + s, it follows that k = C - s. The formula C = k + s 
reduces itself to C = k, or commodity value = commodity cost price only if s 
= 0, a case which never occurs on the basis of capitalist production, although 
peculiar market conditions may reduce the selling price of commodities to 
the level of, or even below, their cost price. 
 Hence, if a commodity is sold at its value, a profit is realised which is 
equal to the excess of its value over its cost price, and therefore equal to the 
entire surplus value incorporated in the value of the commodity. But the 
capitalist may sell a commodity at a profit even when he sells it below its 
value. So long as its selling price is higher than its cost price, though it may 
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be lower than its value, a portion of the surplus value incorporated in it is 
always realised, thus always yielding a profit [...] The minimal limit of the 
selling price of a commodity is its cost price. If it is sold under its cost price, 
the expended constituent elements of productive capital cannot be fully 
replaced out of the selling price. If this process continues, the value of the 
advanced capital disappears [...] 
 

CHAPTER 2: THE RATE OF PROFIT 
 
 [...] The surplus value, whatever its origin, is thus a surplus over the 
advanced total capital. The proportion of this surplus to the total capital is 
therefore expressed by the fraction  s/C, in which C stands for total capital. 
We thus obtain the rate of profit  s/C = s/(c+v), as distinct from the rate of 
surplus value s/v. The rate of surplus value measured against the variable 
capital is called rate of surplus value. The rate of surplus value measured 
against the total capital is called rate of profit. These are two different 
measurements of the same entity [...] 
 The transformation of surplus value into profit must be deduced from 
the transformation of the rate of surplus value into the rate of profit, not vice 
versa. And in fact it was rate of profit which was the historical point of 
departure. Surplus value and rate of surplus value are, relatively, the invisible 
and unknown essence that wants investigating, while rate of profit and 
therefore the appearance of surplus value in the form of profit are revealed on 
the surface of the phenomenon. So far as the individual capitalist is 
concerned, it is evident that he is only interested in the relation of the surplus 
value, or the excess value at which he sells his commodities, to the total 
capital advanced for the production of the commodities, while the specific 
relationship and inner connection of this surplus with the various components 
of capital fail to interest him, and it is, moreover, rather in his interests to 
draw the veil over this specific relationship and this intrinsic connection [...] 
 Although the excess value of a commodity over its cost price is 
shaped in the immediate process of production, it is realised only in the 
process of circulation, and appears all the more readily to have arisen from 
the process of circulation, since in reality, under competition, in the actual 
market, it depends on market conditions whether or not and to what extent 
this surplus is realised. There is no need to waste words at this point about the 
fact that if a commodity is sold above or below its value, there is merely 
another kind of division of surplus value, and that this different division, this 
changed proportion in which various persons share in the surplus value, does 
not in any way alter either the magnitude or the nature of that surplus value 
[...] 
 If the rate of surplus value is known and its magnitude given, the rate 
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surplus value s. The ratio of this surplus value to the advanced variable 
capital, or s/v, is called the rate of surplus value and designated s'. 
Therefore s/v = s', and consequently s = s'v. If this surplus value is 
related to the total capital instead of the variable capital, it is called 
profit, p, and the ratio of the surplus value s to the total capital C, or s/C, 
is called the rate of profit, p'. Accordingly, 
p' = s/C = s/(c + v) 
 Now, substituting for s its equivalent s'v, we find 
p' = s' (v/C) = s' v/(c + v) 
which equation may also be expressed by the proportion 
p' : s' = v : C ; 
the rate of profit is related to the rate of surplus value as the variable capital is 
to the total capital. 
 It follows from this proportion that the rate of profit, p', is always 
smaller than s', the rate of surplus value, because v, the variable capital, is 
always smaller than C, the sum of v + c, or the variable plus the constant 
capital; the only, practically impossible case excepted, in which v = C, that is, 
no constant capital at all, no means of production, but only wages are 
advanced by the capitalist. 
 However, our analysis also considers a number of other factors which 
have a determining influence on the magnitude of c, v, and s, and must 
therefore be briefly examined. 
 First, the value of money. We may assume this to be constant 
throughout. 
 Second, the turnover. We shall leave this factor entirely out of 
consideration for the present, since its influence on the rate of profit will be 
treated specially in a later chapter. [Here we anticipate just one point, that the 
formula p' = s' (v/C) is strictly correct only for one period of turnover of the 
variable capital. But we may correct it for an annual turnover by substituting 
for the simple rate of surplus value, s', the annual rate of surplus value, s'n. In 
this, n is the number of turnovers of the variable capital within one year [...] 
 Third, due consideration must be given to productivity of labour, 
whose influence on the rate of surplus value has been thoroughly discussed in 
Book I [...] Productivity of labour may also exert a direct influence on the 
rate of profit, at least of an individual capital, if, as has been demonstrated in 
Book I [, ...] this individual capital operates with a higher than the average 
social productivity and produces commodities at a lower value than their 
average social value, thereby realising an extra profit. However, this case will 
not be considered for the present, since in this part of the work we also 
proceed from the premise that commodities are produced under normal social 
conditions and are sold at their values. Hence, we assume in each case that 
the productivity of labour remains constant. In effect, the day labourer of a 
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ratio, and therefore also p', which is the ratio of s to the total capital c + v. 
And it is also evident that changes in the ratio of s to v also imply 
corresponding changes in at least one of the three above-mentioned labour 
conditions [...] 
 Let us now go on to apply the above-mentioned equation of the rate 
of profit, p' = s' (v/C), to the various possible cases. We shall successively 
change the value of the individual factors of s' (v/C) and determine the effect 
of these changes on the rate of profit. In this way we shall obtain different 
series of cases, which we may regard either as successive altered conditions 
of operation for one and the same capital, or as different capitals existing side 
by side and introduced for the sake of comparison, taken, as it were, from 
different branches of industry or different countries [...] 
 Hence, we now separate the product s' (v/C) into its two factors s' and 
v/C. At first we shall treat s' as constant and analyse the effect of the possible 
variations of v/C. After that we shall treat the fraction v/C as constant and let 
s' pass through its possible variations. Finally we shall treat all factors as 
variable magnitudes and thereby exhaust all the cases from which laws 
concerning the rate of profit may be derived. 
 

I. s' CONSTANT, v/C VARIABLE 
 
 This case, which embraces a number of subordinate cases, may be 
covered by a general formula. Take two capitals, C and C1, with their 
respective variable components, v and v1, with a common rate of surplus 
value, s', and rates of profit p' and p'1. Then: 
p' = s' (v/C) ; p'1 = s' (v1/C1) 
 Now let us make a proportion of C and C1, and of v and v1. For 
instance, let the value of the fraction C1/C = E, and that of v1/v = e. Then 
C1 = EC, and v1 = ev. Substituting in the above equation these values for p1, 
C1 and v1, we obtain 
p'1 = s' ev/EC 
 Again, we may derive a second formula from the above two equations 
by transforming them into the proportion: 
p' : p'1 = s' (v/C) : s' (v1/C1) = (v/C) : v1/C1 . 
 Since the value of a fraction is not changed if we multiply or divide 
its numerator and denominator by the same number, we may reduce v/C and 
v1/C1 to percentages, that is, we may make C and C1 both = 100. Then we 
have v/C = v/100 and v1/C1 = v1/100, and may then drop the denominators in 
the above proportion, obtaining: 
p' : p'1 = v : v1', or: 
 Taking any two capitals operating with the same rate of surplus value, 
the rates of profit are to each other as the variable portions of the capitals 
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unchanged, or rise, while the rate of surplus value remains the same, with the 
least change in the proportion of v to c or to C, being sufficient to change the 
rate of profit as well. 
 We have seen, furthermore, that in variations of v there is a certain 
limit everywhere beyond which it is economically impossible for s' to remain 
constant. Since every one-sided variation of c must also reach a certain limit 
where v can no longer remain unchanged, we find that there are limits for 
every possible variation of v/C, beyond which s' must likewise become 
variable. In the variations of s' which we shall now discuss, this interaction of 
the different variables of our equation will stand out still clearer. 
 

II. s' VARIABLE 
 
 We obtain a general formula for the rates of profit with different rates 
of surplus value, no matter whether v/C remains constant or not, by 
converting the equation: 
p' = s' (v/C) 
into 
p'1 = s'1 (v1/C1) , 
 in which p'1, s'1, v1 and C1 denote the changed values of p', s', v and C. 
Then we have: 
p' : p'1 = s'1 (v/C) : s'1 (v1/C1) , 
and hence: 
p'1 = (s'1/s1) × v1/v × C/C1 × p'. 
 
1) s' variable, v/C constant. 
 In this case we have the equations: 
p' = s' (v/C); p'1 = s' (v/C) , 
in both of which v/C is equal. Therefore: 
p' : p'1 = s' : s'1 
 The rates of profit of two capitals of the same composition are to each 
other as the two corresponding rates of surplus value. Since in the fraction 
v/C it is not a question of the absolute magnitudes of v and C, but only of 
their ratio, this applies to all capitals of equal composition whatever their 
absolute magnitude. 
80c + 20v + 20s; C = 100, s' = 100%, p' = 20% 
160c + 40v + 20s; C = 200, s' = 50%, p' = 10% 
100% : 50% = 20% : 10%. 
 If the absolute magnitudes of v and C are the same in both cases, the 
rates of profit are moreover also related to one another as the amounts of 
surplus value: 
p' : p'1 = s'v : s'1v = s : s1. 
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80c + 20v + 10s; s' = 50%, p' = 10% 
90c + 10v + 15s; s' = 150%, p' = 15% 
50% : 150% > 10% : 15%. 
 
4) p' rises while s' falls, or falls while s' rises if v/C changes inversely to, and 
at, a faster rate than, s'. 
80c + 20v + 20s; s' = 100%, p' = 20% 
90c + 10v + 15s; s' = 150%, p' = 15%. 
s' has risen from 100% to 150%, p' has fallen from 20% to 15%. 
 
5) Finally, p' remains constant whereas s' rises or falls, while v/C changes 
inversely to, but in exactly the same proportion as, s'. 
 It is only this last case which still requires some explanation. We have 
observed earlier in the variations of v/C that one and the same rate of surplus 
value may be expressed in very much different rates of profit. Now we see 
that one and the same rate of profit may be based on very much different 
rates of surplus value. But while any change in the proportion of v to C is 
sufficient to produce a difference in the rate of profit so long as s is constant, 
a change in the magnitude of s must lead to a corresponding inverse change 
of v/C in order that the rate of profit remains the same. In the case of one and 
the same capital, or in that of two capitals in one and the same country this is 
possible but in exceptional cases. Assume, for example, that we have a 
capital of 
80c + 20v + 20s; C = 100, s' = 100%, p' = 20%; 
and let us suppose that wages fall to such an extent that the same number of 
labourers is obtainable for 16v instead of 20v. Then, other things being equal, 
and 4v being released, we shall have: 
80c + 16v + 24s; C = 96, s' = 150%, p' = 25%. 
 In order that p' may now = 20% as before, the total capital would 
have to increase to 120, the constant capital therefore rising to 104: 
104c + 16v + 24s; C = 120, s' = 150%, p' = 20%. 
 This would only be possible if the fall in wages were attended 
simultaneously by a change in the productivity of labour which required such 
a change in the composition of capital. Or, if the value in money of the 
constant capital increased from 80 to 104. In short, it would require an 
accidental coincidence of conditions such as occurs in exceptional cases. In 
fact, a variation of s' that does not call for the simultaneous variation of v, and 
thus of v/C, is conceivable only under very definite conditions, namely in 
such branches of industry in which only fixed capital and labour are 
employed, while the materials of labour are supplied by Nature [...] 
 It follows from all of these five cases, therefore, that a rising rate of 
profit may correspond to a falling or rising rate of surplus value, a falling rate 





264 
 

 

in active production, i.e., in the production and appropriation of surplus 
value, is always short by this amount, and that the produced and appropriated 
surplus value is always curtailed to the same extent. The shorter the period of 
turnover, the smaller this idle portion of capital as compared with the whole, 
and the larger, therefore, the appropriated surplus value, provided other 
conditions remain the same. 
 It has already been shown in detail in Book II how the quantity of 
produced surplus value is augmented by reductions in the period of turnover, 
or of one of its two sections, in the time of production and the time of 
circulation. But since the rate of profit only expresses the relation of the 
produced quantity of surplus value to the total capital employed in its 
production, it is evident that any such reduction increases the rate of profit. 
Whatever has been said earlier in Part II of Book II in regard to surplus value, 
applies equally to profit [...] 
 The chief means of reducing the time of production is higher labour 
productivity, which is commonly called industrial progress. If this does not 
involve a simultaneous considerable increase in the outlay of total capital 
resulting from the installation of expensive machinery, etc., and thus a 
reduction of the rate of profit, which is calculated on the total capital, this rate 
must rise [...] 
 The chief means of reducing the time of circulation is improved 
communications [and transportation ...]. 
 [For] capitals with an equal per cent composition, with equal rates of 
surplus value and equal working days, the rates of profit of the two capitals 
are related inversely as their periods of turnover. If either the composition, 
the rates of surplus value, the working day, or the wages, are unequal in the 
two compared cases, this would naturally produce further differences in the 
rates of profit; but these are independent of the turnover and, for this reason, 
do not concern us at this point. They have already been discussed in Chapter 
III. 
 The direct effect of a reduced period of turnover on the production of 
surplus value, and consequently of profit, consists of an increased efficiency 
imparted thereby to the variable portion of capital, as shown in Book II, 
Chapter XVI, "The Turnover of Variable Capital". This chapter demonstrated 
that a variable capital of 500 turned over ten times a year produces as much 
surplus value in this time as a variable capital of 5,000 with the same rate of 
surplus value and the same wages, turned over just once a year [...] 
 The quantity of surplus value appropriated in one year is [...] equal to 
the quantity of surplus value appropriated in one turnover of the variable 
capital multiplied by the number of such turnovers per year. Suppose we call 
the surplus value, or profit, appropriated in one year S, the surplus value 
appropriated in one period of turnover s, the number of turnovers of the 
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variable capital in one year n, then S = sn, and the annual rate of surplus 
value S' = s'n, as already demonstrated in Book II, Chapter XVI, I. 
 It goes without saying that the formula p' = s' (v/C) = s' v/(c + v) is 
correct only so long as the v in the numerator is the same as that in the 
denominator. In the denominator v stands for the entire portion of the total 
capital used on an average as variable capital for the payment of wages. The 
v of the numerator is primarily only determined by the fact that a certain 
quantity of surplus value = s is produced and appropriated by it, whose 
relation to it s/v, is s', the rate of surplus value. It is only along these lines that 
the formula p' = s/(c + v) is transformed into the other: p' = s' v/(c + v). The v 
of the numerator will now be more accurately determined by the fact that it 
must equal the v of the denominator, that is, the entire variable portion of 
capital C. In other words, the equation p' = (s/C) may be correctly 
transformed into the equation p' = s' v/(c + v) only if s stands for surplus 
value produced in one turnover of the variable capital. Should s be only a 
portion of this surplus value, then s = s'v is still correct, but this v is then 
smaller than the v in C = c + v, because it is smaller than the entire variable 
capital expended for wages. But should s stand for more than the surplus 
value of one turnover of v, then a portion of this v, or perhaps the whole of it, 
serves twice, namely in the first and in the second turnover, and eventually in 
subsequent turnovers. The v which produces the surplus value and represents 
the sum of all paid wages, is therefore greater than the v in c + v and the 
calculation falls into error. 
 To make the formula precise for the annual rate of profit, we must 
substitute the annual rate of surplus value for the simple rate of surplus value, 
that is, substitute S' or s'n for s'. In other words, we must multiply the rate of 
surplus value s', or, what amounts to the same thing, the variable capital v 
contained in C, by n, the number of turnovers of this variable capital in one 
year. Thus we obtain p' = s'n (v/C), which is the formula for the annual 
rate of profit [...] 
 

CHAPTER 5: ECONOMY IN THE EMPLOYMENT  
OF CONSTANT CAPITAL 

 
I. IN GENERAL 

 
 The increase of absolute surplus value, or the prolongation of surplus 
labour, and thus of the working day, while the variable capital remains the 
same and thus employs the same number of labourers at the same nominal 
wages, regardless of whether overtime is paid or not, reduces the relative 
value of the constant capital as compared to the total and the variable capital, 
and thereby increases the rate of profit, again irrespective of the growth of the 
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quantity of surplus value and a possibly rising rate of surplus value. The 
volume of the fixed portion of constant capital, such as factory buildings, 
machinery, etc., remains the same, no matter whether these serve the labour 
process 16 or 12 hours. A prolongation of the working day does not entail any 
fresh expenditures in this, the most expensive portion of constant capital. 
Furthermore, the value of the fixed capital is thereby reproduced in a smaller 
number of turnover periods, so that the time for which it must be advanced to 
make a certain profit is abbreviated. A prolongation of the working day 
therefore increases the profit, even if overtime is paid, or even if, up to a 
certain point, it is better paid than the normal hours of labour [...] 
 The same conditions do not obtain if the working day is constant. 
Then it is necessary either to increase the number of labourers, and with them 
to a certain extent the amount of fixed capital, the buildings, machinery, etc., 
in order to exploit a greater quantity of labour (for we leave aside deductions 
from wages or the depression of wages below their normal level), or, if the 
intensity and, consequently, the productivity of labour, increase and, 
generally, more relative surplus value is produced, the magnitude of the 
circulating portion of constant capital increases in such industrial branches 
which use raw materials, since more raw material, etc., is processed in a 
given time; and, secondly, the amount of machinery set in motion by the 
same number of labourers, therefore also this part of constant capital, 
increases as well. Hence, an increase in surplus value is accompanied by an 
increase in constant capital, and the growing exploitation of labour by greater 
outlays of the means of production through which labour is exploited, i.e., by 
a greater investment of capital. Therefore, the rate of profit is thereby reduced 
on the one hand while it increases on the other. 
 Quite a number of current expenses remain almost or entirely the 
same whether the working day is longer or shorter. [For example, the] cost of 
supervision is less for 500 working-men during 18 working hours than for 
750 working-men during 12 working hours [...] State and municipal taxes, 
fire insurance, wages of various permanent employees, depreciation of 
machinery, and various other expenses of a factory, remain unchanged 
whether the working time is long or short [...] 
 Whatever reduces the wear of machinery, and of fixed capital in 
general, for any given period of production, cheapens not only the individual 
commodity, in view of the fact that in its price every individual commodity 
reproduces its aliquot share of this depreciation, but reduces also the aliquot 
portion of the invested capital for this period. Repair work, etc., to the extent 
that it becomes necessary, is added to the original cost of the machinery. A 
reduction in repair costs, due to greater durability of the machinery, lowers 
pro tanto the price of this machinery [...] 
 Another rise in the rate of profit is produced, not by savings in the 
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general rule, or from being an exception to it, this seeming exception was 
really but a special case in the application of the general rule. 
 It was seen in the preceding part that, the degree of exploitation 
remaining constant, changes in the value of the component parts of constant 
capital and in the time of turnover of capital are attended by changes in the 
rate of profit. The obvious conclusion is that the rates of profit in different 
spheres of production existing side by side have to differ when, other 
circumstances remaining unchanged, the time of turnover of capitals 
employed in the different spheres differs, or when the value relation of the 
organic components of these capitals differs in the various branches of 
production. What we previously regarded as changes occurring successively 
with one and the same capital is now to be regarded as simultaneous 
differences among capital investments existing side by side in different 
spheres of production. 
 In these circumstances we shall have to analyze: 1) the difference in 
the organic composition of capitals, and 2) the difference in their period of 
turnover. 
 The premise in this entire analysis is naturally that by speaking of the 
composition or turnover of a capital in a certain line of production we always 
mean the average normal proportions of capital invested in this sphere, and 
generally the average in the total capital employed in that particular sphere, 
and not the accidental differences of the individual capitals. 
 Since it is further assumed that the rate of surplus value and the 
working day are constant, and since this assumption also implies constant 
wages, a certain quantity of variable capital represents a definite quantity of 
labour power set in motion, and therefore a definite quantity of materialized 
labour. If, therefore, £100 represent the weekly wage of 100 labourers, 
indicating 100 actual labour powers, then n times £100 indicate the labour 
powers of n times 100 labourers, and £100/n those of 100/n labourers. The 
variable capital thus serves here (as is always the case when the wage is 
given) as an index of the amount of labour set in motion by a definite total 
capital. Differences in the magnitude of the employed variable capitals serve, 
therefore, as indexes of the difference in the amount of employed labour 
power. If £100 indicate 100 labourers per week, and represent 6,000 working 
hours at 60 working hours per week, then £200 represent 12,000, and £50 
only 3,000 working hours. 
 By composition of capital we mean, as stated in Book I, the 
proportion of its active and passive components, i. e., of variable and constant 
capital. Two proportions enter into consideration under this heading. They are 
not equally important, although they may produce similar effects under 
certain circumstances. 
 The first proportion rests on a technical basis, and must be regarded 
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power. But it may also stem from a difference in value between the means of 
production set in motion in one sphere and those of another. Both points of 
view must therefore be examined here. 
 Finally, we must take note of the following essential facts: 
 Let £100 be the weekly wage of 100 labourers. Let the weekly 
working hours = 60. Furthermore, let the rate of surplus value = 100%. In this 
case, the labourers work 30 of the 60 hours for themselves and 30 hours 
gratis for the capitalist. In fact, the £100 of wages represent just the 30 
working hours of 100 labourers, or altogether 3,000 working hours, while the 
other 3,000 hours worked by the labourers are incorporated in the £100 of 
surplus value, or in the profit pocketed by the capitalist. Although the wage 
of £100 does not, therefore, express the value in which the weekly labour of 
the 100 labourers is materialized, it indicates nevertheless (since the length of 
the working day and the rate of surplus value are given) that this capital sets 
in motion 100 labourers for 6,000 working hours. The capital of £100 
indicates this, first, because it indicates the number of labourers set in 
motion, with £1 = 1 labourer per week, hence £100 = 100 labourers; and, 
secondly, because, since the rate of surplus value is given as 100%, each of 
these labourers performs twice as much work as is contained in his wages, so 
that £1, i. e., his wage, which is the expression of half a week of labour, 
actuates a whole week's labour, just as £100 sets in motion 100 weeks of 
labour, although it contains only 50. A very essential distinction is thus to be 
made in regard to variable capital laid out in wages. Its value as the sum of 
wages, i. e., as a certain amount of materialised labour, is to be distinguished 
from its value as a mere index of the mass of living labour which it sets in 
motion. The latter is always greater than the labour which it incorporates, and 
is, therefore, represented by a greater value than that of the variable capital. 
This greater value is determined, on the one hand, by the number of labourers 
set in motion by the variable capital and, on the other, by the quantity of 
surplus labour performed by them. 
 It follows from this manner of looking upon variable capital that: 
 When a capital invested in production sphere A expends only 100 in 
variable capital for each 700 of total capital, leaving 600 for constant capital, 
while a capital invested in production sphere B expends 600 for variable and 
only 100 for constant capital, then capital A of 700 sets in motion only 100 of 
labour power, or, in the terms of our previous assumption, 100 weeks of 
labour, or 6,000 hours of living labour, while the same amount of capital B 
will set in motion 600 weeks of labour, or 36,000 hours of living labour. The 
capital in A would then appropriate only 50 weeks of labour, or 3,000 hours 
of surplus labour, while the same amount of capital in B would appropriate 
300 weeks of labour, or 18,000 hours. Variable capital is not only the index of 
the labour embodied in it. When the rate of surplus value is known it is also 
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Capitals Rate of  
Surplus value 

Surplus 
Value 

Value of 
Product 

Rate of 
Profit 

I. 80c + 20v 100% 20 120 20% 
II. 70c + 30v 100% 30 130 30% 
III. 60c + 40v 100% 40 140 40% 
IV. 85c + 15v 100% 15 115 15% 
V. 95c + 5v 100% 5 105 5% 
 
 Here, in different spheres of production with the same degree of 
exploitation, we find considerably different rates of profit corresponding to 
the different organic composition of these capitals. 
 The sum total of the capitals invested in these five spheres of 
production = 500; the sum total of the surplus value produced by them = 110; 
the aggregate value of the commodities produced by them = 610. If we 
consider the 500 as a single capital, and capitals I to V merely as its 
component parts (as, say, different departments of a cotton mill, which has 
different ratios of constant to variable capital in its carding, preparatory 
spinning, spinning, and weaving shops, and in which the average ratio for the 
factory as a whole has still to be calculated), the mean composition of this 
capital of 500 would = 390c + 110v, or, in per cent, = 78c + 22v. Should each 
of the capitals of 100 be regarded as 1/5 of the total capital, its composition 
would equal this average of 78c + 22v; for every 100 there would be an 
average surplus value of 22; thus, the average rate of profit would = 22%, 
and, finally, the price of every fifth of the total product produced by the 500 
would = 122. The product of each fifth of the advanced total capital would 
then have to be sold at 122. 
 But to avoid entirely erroneous conclusions it must not be assumed 
that all cost prices = 100. 
 With 80c + 20v and a rate of surplus value = 100%, the total value of 
commodities produced by capital I = 100 would be 80c + 20v + 20s = 120, 
provided the entire constant capital went into the annual product. Now, this 
may under certain circumstances be the case in some spheres of production. 
But hardly in cases where the proportion of c : v = 4 : 1. We must, therefore, 
remember in comparing the values produced by each 100 of the different 
capitals, that they will differ in accordance with the different composition of 
c as to its fixed and circulating parts, and that, in turn, the fixed portions of 
each of the different capitals depreciate slowly or rapidly as the case may be, 
thus transferring unequal quantities of their value to the product in equal 
periods of time. But this is immaterial to the rate of profit. No matter whether 
the 80c give up a value of 80, or 50, or 5, to the annual product, and the 
annual product consequently = 80c + 20v + 20s = 120, or 50c + 20v + 20s = 90, 
or 5c + 20v + 20s = 45; in all these cases the redundance of the product's value 
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production. Every 100 of an invested capital, whatever its composition, 
draws as much profit in a year, or any other period of time, as falls to the 
share of every 100, the Nth part of the total capital, during the same 
period. So far as profits are concerned, the various capitalists are just so 
many stockholders in a stock company in which the shares of profit are 
uniformly divided per 100, so that profits differ in the case of the 
individual capitalists only in accordance with the amount of capital 
invested by each in the aggregate enterprise, i. e., according to his 
investment in social production as a whole, according to the number of 
his shares. Therefore, the portion of the price of commodities which replaces 
the elements of capital consumed in the production of these commodities, the 
portion, therefore, which will have to be used to buy back these consumed 
capital values, i. e., their cost price, depends entirely on the outlay of capital 
within the respective spheres of production. But the other element of the 
price of commodities, the profit added to this cost price, does not depend on 
the amount of profit produced in a given sphere of production by a given 
capital in a given period of time. It depends on the mass of profit which falls 
as an average for any given period to each individual capital as an aliquot 
part of the total social capital invested in social production. 
 When a capitalist sells his commodities at their price of production, 
therefore, he recovers money in proportion to the value of the capital 
consumed in their production and secures profit in proportion to this 
advanced capital as the aliquot part in the total social capital. His cost prices 
are specific. But the profit added to them is independent of his particular 
sphere of production, being a simple average per 100 units of invested 
capital. 
 Let us assume that the five different investments I to V of the 
foregoing illustration belong to one man. The quantity of variable and 
constant capital consumed per 100 of the invested capital in each of the 
departments I to V in the production of commodities I to V would, needless 
to say, make up a part of their price, since at least this price is required to 
recover the advanced and consumed portions of the capital. These cost prices 
would therefore be different for each class of the commodities I to V, and 
would as such be set differently by the owner. But as regards the different 
quantities of surplus value, or profit, produced by I to V, they might easily be 
regarded by the capitalist as profit on his advanced aggregate capital, so that 
each 100 units would get their definite aliquot part. Hence, the cost prices of 
the commodities produced in the various departments I to V would be 
different; but that portion of their selling price derived from the profit added 
per 100 capital would be the same for all these commodities. The aggregate 
price of the commodities I to V would therefore equal their aggregate value, 
i. e., the sum of the cost prices I to V plus the sum of the surplus values, or 
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them is paid or unpaid. This merely shows that B pays for A's surplus value. 
A's surplus value cannot be entered twice in the total calculation. 
 But the difference is this: Aside from the fact that the price of a 
particular product, let us say that of capital B, differs from its value because 
the surplus value realised in B may be greater or smaller than the profit added 
to the price of the products of B, the same circumstance applies also to those 
commodities which form the constant part of capital B, and indirectly also its 
variable part, as the labourers' necessities of life. So far as the constant 
portion is concerned, it is itself equal to the cost price plus the surplus value, 
here therefore equal to cost price plus profit, and this profit may again be 
greater or smaller than the surplus value for which it stands. As for the 
variable capital, the average daily wage is indeed always equal to the value 
produced in the number of hours the labourer must work to produce the 
necessities of life. But this number of hours is in its turn obscured by the 
deviation of the prices of production of the necessities of life from their 
values. However, this always resolves itself to one commodity receiving too 
little of the surplus value while another receives too much, so that the 
deviations from the value which are embodied in the prices of production 
compensate one another. Under capitalist production, the general law acts 
as the prevailing tendency only in a very complicated and approximate 
manner, as a never ascertainable average of ceaseless fluctuations. 
 Since the general rate of profit is formed by taking the average of the 
various rates of profit for each 100 of capital invested in a definite period, 
e.g., a year, it follows that in it the difference brought about by different 
periods of turnover of different capitals is also effaced. But these differences 
have a decisive bearing on the different rates of profit in the various spheres 
of production whose average forms the general rate of profit. 
 In the preceding illustration concerning the formation of the average 
rate of profit we assumed each capital in each sphere of production = 100, 
and we did so to show the difference in the rates of profit in per cent, and 
thus also the difference in the values of commodities produced by equal 
amounts of capital. But it goes without saying that the actual amounts of 
surplus value produced in each sphere of production depend on the 
magnitude of the invested capitals, since the composition of capital is given 
in each sphere of production. Yet the actual rate of profit in any particular 
sphere of production is not affected by the fact that the capital invested is 
100, or m times 100, or xm times 100. The rate of profit remains 10%, 
whether the total profit is 10:100, or 1,000:10,000. 
 However, since the rates of profit differ in the various spheres of 
production, with very much different quantities of surplus value, or profit, 
being produced in them, depending on the proportion of the variable to the 
total capital, it is evident that the average profit per 100 of the social capital, 
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and hence the average, or general, rate of profit, will differ considerably in 
accordance with the respective magnitudes of the capitals invested in the 
various spheres. Let us take four capitals A, B, C, D. Let the rate of surplus 
value for all = 100%. Let the variable capital for each 100 of the total be 25 
in A, 40 in B, 15 in C, and 10 in D. Then each 100 of the total capital would 
yield a surplus value, or profit, of 25 in A, 40 in B, 15 in C, and 10 in D. This 
would total 90, and if these four capitals are of the same magnitude, the 
average rate of profit would then be 90/4 or 22½%. 
 Suppose, however, the total capitals are as follows: A = 200, B = 300, 
C = 1,000, D = 4,000. The profits produced would then respectively = 50, 
120, 150, and 400. This makes a profit of 720, and an average rate of profit of 
13 1/11% for 5,500, the sum of the four capitals. 
 The masses of the total value produced differ in accordance with the 
magnitudes of the total capitals invested in A, B, C, D, respectively. The 
formation of the average rate of profit is, therefore, not merely a matter 
of obtaining the simple average of the different rates of profit in the 
various spheres of production, but rather one of the relative weight 
which these different rates of profit have in forming this average. This, 
however, depends on the relative magnitude of the capital invested in 
each particular sphere, or on the aliquot part which the capital invested 
in each particular sphere forms in the aggregate social capital. There will 
naturally be a very great difference, depending on whether a greater or 
smaller part of the total capital produces a higher or lower rate of profit. And 
this, again, depends on how much capital is invested in spheres, in which the 
variable capital is relatively small or large compared to the total capital. It is 
just like the average interest obtained by a usurer who lends various 
quantities of capital at different interest rates; for instance, at 4, 5, 6, 
7%, etc. The average rate will depend entirely on how much of his 
capital he has loaned out at each of the different rates of interest. 
 The general rate of profit is, therefore, determined by two 
factors:  
 1) The organic composition of the capitals in the different spheres 
of production, and thus, the different rates of profit in the individual 
spheres.  
 2) The distribution of the total social capital in these different 
spheres, and thus, the relative magnitude of the capital invested in each 
particular sphere at the specific rate of profit prevailing in it; i. e., the 
relative share of the total social capital absorbed by each individual 
sphere of production. 
 In Books I and II we dealt only with the value of commodities. On the 
one hand, the cost price has now been singled out as a part of this value, and, 
on the other, the price of production of commodities has been developed as 
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its converted form. 
 Suppose the composition of the average social capital is 80c + 20v and 
the annual rate of surplus value, s', is 100%. In that case the average annual 
profit for a capital of 100 = 20, and the general annual rate of profit = 20%. 
Whatever the cost price, k, of the commodities annually produced by a 
capital of 100, their price of production would then be k + 20. In those 
spheres of production in which the composition of capital would = (80 - x)c + 
(20 + x)v, the actually produced surplus value, or the annual profit produced 
in that particular sphere, would be 20 + x, that is, greater than 20, and the 
value of the produced commodities = k + 20 + x, that is, greater than k + 20, 
or greater than their price of production. In those spheres, in which the 
composition of the capital = (80 + x)c + (20 - x)v, the annually produced 
surplus value, or profit, would = 20 - x, or less than 20, and consequently the 
value of the commodities k + 20 - x less than the price of production, which = 
k + 20. Aside from possible differences in the periods of turnover, the price of 
production of the commodities would then equal their value only in spheres, 
in which the composition would happen to be 80c + 20v. 
 The specific development of the social productivity of labour in each 
particular sphere of production varies in degree, higher or lower, depending 
on how large a quantity of means of production are set in motion by a definite 
quantity of labour, hence in a given working day by a definite number of 
labourers, and, consequently, on how small a quantity of labour is required 
for a given quantity of means of production. Such capitals as contain a larger 
percentage of constant and a smaller percentage of variable capital than the 
average social capital are, therefore, called capitals of higher composition, 
and, conversely, those capitals in which the constant is relatively smaller, and 
the variable relatively greater than in the average social capital, are called 
capitals of lower composition. Finally, we call those capitals whose 
composition coincides with the average, capitals of average composition. 
Should the average social capital be composed in per cent of 80c + 20v, then a 
capital of 90c + 10v is higher, and a capital of 70c + 30v lower than the social 
average. Generally speaking, if the composition of the average social 
capital=mc + nv, in which m and n are constant magnitudes and m + n = 100, 
the formula (m + x)c + (n - x)v represents the higher composition, and (m - x)c 
+ (n + x)v the lower composition of an individual capital or group of capitals. 
The way in which these capitals perform their functions after establishment 
of an average rate of profit and assuming one turnover per year, is shown in 
the following tabulation, in which I represents the average composition with 
an average rate of profit of 20%. 
 
I) 80v + 20v + 20s. Rate of profit = 20%. 
Price of product = 120. Value = 120. 
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II) 90c + 10v + 10s. Rate of profit = 20%. 
Price of product = 120. Value = 110. 
III) 70c + 30v + 30s. Rate of profit = 20%. 
Price of product = 120. Value = 130. 
 
 The value of the commodities produced by capital II would, therefore, 
be smaller than their price of production, the price of production of the 
commodities of III smaller than their value, and only in the case of capital I 
in branches of production in which the composition happens to coincide with 
the social average, would value and price of production be equal. In applying 
these terms to any particular cases note must, however, be taken whether a 
deviation of the ratio between c and v is simply due to a change in the value 
of the elements of constant capital, rather than to a difference in the technical 
composition. 
 The foregoing statements have at any rate modified the original 
assumption concerning the determination of the cost price of 
commodities. We had originally assumed that the cost price of a 
commodity equalled the value of the commodities consumed in its 
production. But for the buyer the price of production of a specific 
commodity is its cost price, and may thus pass as cost price into the 
prices of other commodities. Since the price of production may differ 
from the value of a commodity, it follows that the cost price of a 
commodity containing this price of production of another commodity 
may also stand above or below that portion of its total value derived 
from the value of the means of production consumed by it. It is necessary 
to remember this modified significance of the cost price, and to bear in 
mind that there is always the possibility of an error if the cost price of a 
commodity in any particular sphere is identified with the value of the 
means of production consumed by it. Our present analysis does not 
necessitate a closer examination of this point. It remains true, nevertheless, 
that the cost price of a commodity is always smaller than its value. For no 
matter how much the cost price of a commodity may differ from the value of 
the means of production consumed by it, this past mistake is immaterial to 
the capitalist. The cost price of a particular commodity is a definite condition 
which is given, and independent of the production of our capitalist, while the 
result of his production is a commodity containing surplus value, therefore an 
excess of value over and above its cost price. For all other purposes, the 
statement that the cost price is smaller than the value of a commodity has 
now changed practically into the statement that the cost price is smaller than 
the price of production. As concerns the total social capital, in which the 
price of production is equal to the value, this statement is identical with the 
former, namely that the cost price is smaller than the value. And while it is 
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modified in the individual spheres of production, the fundamental fact always 
remains that in the case of the total social capital the cost price of the 
commodities produced by it is smaller than their value, or, in the case of the 
total mass of social commodities, smaller than their price of production, 
which is identical with their value. The cost price of a commodity refers only 
to the quantity of paid labour contained in it, while its value refers to all the 
paid and unpaid labour contained in it. The price of production refers to the 
sum of the paid labour plus a certain quantity of unpaid labour determined for 
any particular sphere of production by conditions over which it has no 
control. 
 The formula that the price of production of a commodity = k + p, 
i. e., equals its cost price plus profit, is now more precisely defined with p 
= kp' (p' being the general rate of profit). Hence the price of production = 
k + kp'. If k = 300 and p' = 15%, then the price of production is k + kp' = 300 
+ 300 × 15/100, or 345. 
 The price of production of the commodities in any particular sphere 
may change in magnitude: 
 1) If the general rate of profit changes independently of this particular 
sphere, while the value of the commodities remains the same (the same 
quantities of congealed and living labour being consumed in their production 
as before). 
 2) If there is a change of value, either in this particular sphere in 
consequence of technical changes, or in consequence of a change in the value 
of those commodities which form the elements of its constant capital, while 
the general rate of profit remains unchanged. 
 3) Finally, if a combination of the two aforementioned circumstances 
takes place. 
 In spite of the great changes occurring continually, as we shall see, in 
the actual rates of profit within the individual spheres of production, any real 
change in the general rate of profit, unless brought about by way of an 
exception by extraordinary economic events, is the belated effect of a series 
of fluctuations extending over very long periods, fluctuations which require 
much time before consolidating and equalising one another to bring about a 
change in the general rate of profit. In all shorter periods (quite aside from 
fluctuations of market prices), a change in the prices of production is, 
therefore, always traceable prima facie to actual changes in the value of 
commodities, i. e., to changes in the total amount of labour time required for 
their production. Mere changes in the money expression of the same values 
are, naturally, not at all considered here. 
 On the other hand, it is evident that from the point of view of the total 
social capital the value of the commodities produced by it (or, expressed in 
money, their price) = value of constant capital + value of variable capital + 
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surplus value. Assuming the degree of labour exploitation to be constant, the 
rate of profit cannot change so long as the mass of surplus value remains the 
same, unless there is a change in either the value of the constant capital, the 
value of the variable capital, or the value of both, so that C changes, and 
thereby s/C, which represents the general rate of profit. In each case, 
therefore, a change in the general rate of profit implies a change in the value 
of commodities which form the elements of the constant or variable capital, 
or of both. 
 Or, the general rate of profit may change, while the value of the 
commodities remains the same, when the degree of labour exploitation 
changes. 
 Or, if the degree of labour exploitation remains the same, the general 
rate of profit may change through a change in the amount of labour employed 
relative to the constant capital as a result of technical changes in the labour 
process. But such technical changes must always show themselves in, and be 
attended by, a change in the value of the commodities, whose production 
would then require more or less labour than before. 
 We saw in Part I that surplus value and profit are identical from 
the standpoint of their mass. But the rate of profit is from the very outset 
distinct from the rate of surplus value, which appears at first sight as 
merely a different form of calculating. But at the same time this serves, also 
from the outset, to obscure and mystify the actual origin of surplus value, 
since the rate of profit can rise or fall while the rate of surplus value remains 
the same, and vice versa, and since the capitalist is in practice solely 
interested in the rate of profit. Yet there was difference of magnitude only 
between the rate of surplus value and the rate of profit and not between the 
surplus value itself and profit. Since in the rate of profit the surplus value is 
calculated in relation to the total capital and the latter is taken as its standard 
of measurement, the surplus value itself appears to originate from the total 
capital, uniformly derived from all its parts, so that the organic difference 
between constant and variable capital is obliterated in the conception of 
profit. Disguised as profit, surplus value actually denies its origin, loses its 
character, and becomes unrecognisable. However, hitherto the distinction 
between profit and surplus value applied solely to a qualitative change, or 
change of form, while there was no real difference of magnitude in this first 
stage of the change between surplus value and profit, but only between the 
rate of profit and the rate of surplus value. 
 But it is different, as soon as a general rate of profit, and thereby an 
average profit corresponding to the magnitude of invested capital given in the 
various spheres of production, have been established. 
 It is then only an accident if the surplus value, and thus the profit, 
actually produced in any particular sphere of production, coincides with the 
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respective means of production and exchange their commodities with one 
another. In that case these commodities would not be products of capital. The 
value of the various means of labour and raw materials would differ in 
accordance with the technical nature of the labours performed in the different 
branches of production. Furthermore, aside from the unequal value of the 
means of production employed by them, they would require different 
quantities of means of production for given quantities of labour, depending 
on whether a certain commodity can be finished in one hour, another in one 
day, and so forth. Also suppose the labourers work an equal average length of 
time, allowing for compensations that arise from the different labour 
intensities, etc. In such a case, two labourers would, first, both have replaced 
their outlays, the cost prices of the consumed means of production, in the 
commodities which make up the product of their day's work. These outlays 
would differ, depending on the technical nature of their labour. Secondly, 
both of them would have created equal amounts of new value, namely the 
working day added by them to the means of production. This would comprise 
their wages plus the surplus value, the latter representing surplus labour over 
and above their necessary wants, the product of which would however belong 
to them. To put it the capitalist way, both of them receive the same wages 
plus the same profit, or the same value, expressed, say, by the product of a 
ten-hour working day. But in the first place, the values of their commodities 
would have to differ. In commodity I, for instance, the portion of value 
corresponding to the consumed means of production might be higher than in 
commodity II. And, to introduce all possible differences, we might assume 
right now that commodity I absorbs more living labour, and consequently 
requires more labour time to be produced, than commodity II. The values of 
commodities I and II are, therefore, very different. So are the sums of the 
values of the commodities, which represent the product of the labour 
performed by labourers I and II in a given time. The rates of profit would also 
differ considerably for I and II if we take the rate of profit to be the 
proportion of the surplus value to the total value of the invested means of 
production. The means of subsistence daily consumed by I and II during 
production, which take the place of wages, here form the part of the invested 
means of production ordinarily called variable capital. But for equal working 
periods the surplus values would be the same for I and II, or, more precisely, 
since I and II each receive the value of the product of a day's work, both of 
them receive equal values after the value of the invested "constant" elements 
has been deducted, and one portion of those equal values may be regarded as 
a substitute for the means of subsistence consumed in production, and the 
other as surplus value in excess of it. If labourer I has greater expenses, they 
are made good by a greater portion of the value of his commodity, which 
replaces this "constant " part, and he therefore has to reconvert a larger 
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portion of the total value of his product into the material elements of this 
constant part, while labourer II, though receiving less for this, has so much 
less to reconvert. In these circumstances, a difference in the rates of profit 
would therefore be immaterial, just as it is immaterial to the wage labourer 
today what rate of profit may express the amount of surplus value filched 
from him, and just as in international commerce the difference in the various 
national rates of profit is immaterial to commodity exchange. 
 The exchange of commodities at their values, or approximately at 
their values, thus requires a much lower stage than their exchange at 
their prices of production, which requires a definite level of capitalist 
development. 
 Whatever the manner in which the prices of various commodities 
are first mutually fixed or regulated, their movements are always 
governed by the law of value. If the labour time required for their 
production happens to shrink, prices fall; if it increases, prices rise, 
provided other conditions remain the same. 
 Apart from the domination of prices and price movement by the 
law of value, it is quite appropriate to regard the values of commodities 
as not only theoretically but also historically prius to the prices of 
production. This applies to conditions in which the labourer owns his means 
of production, and this is the condition of the land-owning farmer living off 
his own labour and the craftsman, in the ancient as well as in the modern 
world. This agrees also with the view we expressed previously that the 
evolution of products into commodities arises through exchange between 
different communities, not between the members of the same community. It 
holds not only for this primitive condition, but also for subsequent 
conditions, based on slavery and serfdom, and for the guild organisation of 
handicrafts, so long as the means of production involved in each branch of 
production can be transferred from one sphere to another only with difficulty 
and therefore the various spheres of production are related to one another, 
within certain limits, as foreign countries or communist communities. 
 For prices at which commodities are exchanged to approximately 
correspond to their values, nothing more is necessary than 1) for the 
exchange of the various commodities to cease being purely accidental or only 
occasional; 2) so far as direct exchange of commodities is concerned, for 
these commodities to be produced on both sides in approximately sufficient 
quantities to meet mutual requirements, something learned from mutual 
experience in trading and therefore a natural outgrowth of continued trading; 
and 3) so far as selling is concerned, for no natural or artificial monopoly to 
enable either of the contracting sides to sell commodities above their value or 
to compel them to undersell. By accidental monopoly we mean a monopoly 
which a buyer or seller acquires through an accidental state of supply and 
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capital becomes conscious of itself as a social power in which every capitalist 
participates proportionally to his share in the total social capital. 
 First, capitalist production is in itself indifferent to the particular use 
value, and distinctive features of any commodity it produces. In every sphere 
of production it is only concerned with producing surplus value, and 
appropriating a certain quantity of unpaid labour incorporated in the product 
of labour. And it is likewise in the nature of the wage labour subordinated by 
capital that it is indifferent to the specific character of its labour and must 
submit to being transformed in accordance with the requirements of capital 
and to being transferred from one sphere of production to another. 
 Second, one sphere of production is, in fact, just as good or just as 
bad as another. Every one of them yields the same profit, and every one of 
them would be useless if the commodities it produced did not satisfy some 
social need. 
 Now, if the commodities are sold at their values, then, as we have 
shown, very different rates of profit arise in the various spheres of 
production, depending on the different organic composition of the 
masses of capital invested in them. But capital withdraws from a sphere 
with a low rate of profit and invades others, which yield a higher profit. 
Through this incessant outflow and influx, or, briefly, through its 
distribution among the various spheres, which depends on how the rate 
of profit falls here and rises there, it creates such a ratio of supply to 
demand that the average profit in the various spheres of production 
becomes the same, and values are, therefore, converted into prices of 
production. Capital succeeds in this equalisation, to a greater or lesser 
degree, depending on the extent of capitalist development in the given 
nation; i.e., on the extent the conditions in the country in question are 
adapted for the capitalist mode of production. With the progress of 
capitalist production, it also develops its own conditions and subordinates to 
its specific character and its immanent laws all the social prerequisites on 
which the production process is based. 
 The incessant equilibration of constant divergences is 
accomplished so much more quickly, 1) the more mobile the capital, i.e., 
the more easily it can be shifted from one sphere and from one place to 
another; 2) the more quickly labour power can be transferred from one 
sphere to another and from one production locality to another. The first 
condition implies complete freedom of trade within the society and the 
removal of all monopolies with the exception of the natural ones, those, that 
is, which naturally arise out of the capitalist mode of production. It implies, 
furthermore, the development of the credit system, which concentrates the 
inorganic mass of the disposable social capital vis-a-vis the individual 
capitalist. Finally, it implies the subordination of the various spheres of 
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market prices, no matter how much they may deviate from market values or 
market prices of production. For the market price signifies that the same price 
is paid for commodities of the same kind, although they may have been 
produced under very different individual conditions and hence may have 
different cost prices. (We do not speak at this point of any surplus profits due 
to monopolies in the usual sense of the term, whether natural or artificial.) 
 A surplus profit may also arise if certain spheres of production are in 
a position to evade the conversion of the values of their commodities into 
prices of production, and thus the reduction of their profits to the average 
profit. We shall devote more attention to the further modifications of these 
two forms of surplus profit in the part dealing with ground rent. 
 

CHAPTER 11: EFFECTS OF GENERAL WAGE FLUCTUATIONS  
ON PRICES OF PRODUCTION 

 
 Let the average composition of social capital be 80c + 20v, and the 
profit 20%. The rate of surplus value is then 100%. A general increase of 
wages, all else remaining the same, is tantamount to a reduction in the rate of 
surplus value. In the case of average capital, profit and surplus value are 
identical. Let wages rise 25%. Then the same quantity of labour, formerly set 
in motion with 20, will cost 25. We shall then have a turnover value of 80c + 
25v + 15p, instead of 80c + 20v + 20p. As before, the labour set in motion by 
the variable capital produces a value of 40. If v rises from 20 to 25, the 
surplus s, or p, will amount to only 15. The profit of 15 on a capital of 105 is 
14 2/7%, and this would be the new average rate of profit. Since the price of 
production of commodities produced by the average capital coincides with 
their value, the price of production of these commodities would have 
remained unchanged. A wage increase would therefore have caused a drop in 
profit, but no change in the value and price of the commodities.  
 Formerly, as long as the average profit was 20%, the price of 
production of commodities produced in one period of turnover was equal to 
their cost price plus a profit of 20% on this cost price, therefore = k + kp' = k 
+ 20k/100. In this formula k is a variable magnitude, changing in accordance 
with the value of the means of production that go into the commodities, and 
with the amount of depreciation given up by the fixed capital to the product. 
The price of production would then amount to k + 14 2/7 k/100. Let us now 
select a capital, whose composition is lower than the original composition of 
the average social capital of 80c + 20v (which has now changed into 76 4/21c 
+ 23 17/21v); say, 50c + 50v. In this case, the price of production of the annual 
product before the wage increase would have been 50c + 50v + 20p = 120, 
assuming for the sake of simplicity that the entire fixed capital passes through 
depreciation into the product and that the period of turnover is the same as in 
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hence the absolute mass of the labour set in motion by it, and therefore the 
absolute mass of surplus labour absorbed by it, the mass of the surplus value 
produced by it, and therefore the absolute mass of the profit produced by it, 
can, consequently, increase, and increase progressively, in spite of the 
progressive drop in the rate of profit. And this not only can be so. Aside from 
temporary fluctuations it must be so, on the basis of capitalist production [...] 
 [The] same laws of production and accumulation increase also the 
value of the constant capital in a mounting progression more rapidly than that 
of the variable part of capital, invested as it is in living labour. Hence, the 
same laws produce for the social capital a growing absolute mass of profit, 
and a falling rate of profit [...] The development of capitalist production and 
accumulation lifts labour processes to an increasingly enlarged scale and thus 
imparts to them ever greater dimensions, and involves accordingly larger 
investments of capital for each individual establishment. A mounting 
concentration of capitals (accompanied, though on a smaller scale, by an 
increase in the number of capitalists) is, therefore, one of its material 
requirements as well as one of its results. Hand in hand with it, mutually 
interacting, there occurs a progressive expropriation of the more or less direct 
producers. It is, then, natural for the individual capitalists to command 
increasingly large armies of labourers (no matter how much the variable 
capital may decrease in relation to the constant), and natural, too, that the 
mass of surplus value, and hence profit, appropriated by them, should grow 
simultaneously with, and in spite of, the fall in the rate of profit [...] 
 Now, what must be the form of this double-edged law of a decrease in 
the rate of profit and a simultaneous increase in the absolute mass of profit 
arising from the same causes? [...] 
 Let us take an aliquot part of capital upon which we calculate the rate 
of profit, e.g., 100. These 100 represent the average composition of the total 
capital, say, 80c + 20v. We have seen in the second part of this book that the 
average rate of profit in the various branches of production is determined not 
by the particular composition of each individual capital, but by the average 
social composition. As the variable capital decreases relative to the constant, 
hence the total capital of 100, the rate of profit, or the relative magnitude of 
surplus value, i.e., its ratio to the advanced total capital of 100, falls even 
though the intensity of exploitation were to remain the same, or even to 
increase. But it is not this relative magnitude alone which falls. The 
magnitude of the surplus value or profit absorbed by the total capital of 100 
also falls absolutely. At a rate of surplus value of 100%, a capital of 60c + 40v 
produces a mass of surplus value, and hence of profit, amounting to 40; a 
capital of 80c + 20v a mass of profit of 30; and for a capital of 80c + 20v the 
profit falls to 20. This falling applies to the mass of surplus value, and hence 
of profit, and is due to the fact that the total capital of 100 employs less living 
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productiveness of labour, involves an increasingly large mass of total capital 
to set in motion the same quantity of labour power and squeeze out the same 
quantity of surplus labour. Consequently, the possibility of a relative surplus 
of labouring people develops proportionately to the advances made by 
capitalist production not because the productiveness of social labour 
decreases, but because it increases. It does not therefore arise out of an 
absolute disproportion between labour and the means of subsistence, or the 
means for the production of these means of subsistence, but out of a 
disproportion occasioned by capitalist exploitation of labour, a disproportion 
between the progressive growth of capital and its relatively shrinking need 
for an increasing population. 
 Should the rate of profit fall by 50%, it would shrink one-half. If the 
mass of profit is to remain the same, the capital must be doubled. For the 
mass of profit made at a declining rate of profit to remain the same, the 
multiplier indicating the growth of the total capital must be equal to the 
divisor indicating the fall of the rate of profit. If the rate of profit falls from 
40 to 20, the total capital must rise inversely at the rate of 20 : 40 to obtain 
the same result. If the rate of profit falls from 40 to 8, the capital would have 
to increase at the rate of 8 : 40, or five-fold. A capital of 1,000,000 at 40% 
produces 400,000, and a capital of 5,000,000 at 8% likewise produces 
400,000. This applies if we want the result to remain the same. But if the 
result is to be higher, then the capital must grow at a greater rate than the rate 
of profit falls. In other words, for the variable portion of the total capital not 
to remain the same in absolute terms, but to increase absolutely in spite of its 
falling in percentage of the total capital, the total capital must grow at a faster 
rate than the percentage of the variable capital falls. It must grow so 
considerably that in its new composition it should require more than the old 
portion of variable capital to purchase labour power. If the variable portion of 
a capital = 100 should fall from 40 to 20, the total capital must rise higher 
than 200 to be able to employ a larger variable capital than 40. 
 Even if the exploited mass of the working population were to remain 
constant, and only the length and intensity of the working day were to 
increase, the mass of the invested capital would have to increase, since it 
would have to be greater in order to employ the same mass of labour under 
the old conditions of exploitation after the composition of capital changes. 
 Thus, the same development of the social productiveness of labour 
expresses itself with the progress of capitalist production on the one hand in a 
tendency of the rate of profit to fall progressively and, on the other, in a 
progressive growth of the absolute mass of the appropriated surplus value, or 
profit; so that on the whole a relative decrease of variable capital and profit is 
accompanied by an absolute increase of both. This two-fold effect, as we 
have seen, can express itself only in a growth of the total capital at a pace 
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II. DEPRESSION OF WAGES  

BELOW THE VALUE OF LABOUR POWER 
 
 This is mentioned here only empirically, since, like many other things 
which might be enumerated, it has nothing to do with the general analysis of 
capital, but belongs in an analysis of competition, which is not presented in 
this work. However, it is one of the most important factors checking the 
tendency of the rate of profit to fall. 
 

III. CHEAPENING OF ELEMENTS OF CONSTANT CAPITAL 
 
 Everything said in Part I of this book about factors which raise the 
rate of profit while the rate of surplus value remains the same, or regardless 
of the rate of surplus value, belongs here. Hence also, with respect to the total 
capital, that the value of the constant capital does not increase in the same 
proportion as its material volume. For instance, the quantity of cotton worked 
up by a single European spinner in a modern factory has grown tremendously 
compared to the quantity formerly worked up by a European spinner with a 
spinning-wheel. Yet the value of the worked-up cotton has not grown in the 
same proportion as its mass. The same applies to machinery and other fixed 
capital. In short, the same development which increases the mass of the 
constant capital in relation to the variable reduces the value of its elements as 
a result of the increased productivity of labour, and therefore prevents the 
value of constant capital, although it continually increases, from increasing at 
the same rate as its material volume, i.e., the material volume of the means of 
production set in motion by the same amount of labour power. In isolated 
cases the mass of the elements of constant capital may even increase, while 
its value remains the same, or falls. 
 The foregoing is bound up with the depreciation of existing capital 
(that is, of its material elements), which occurs with the development of 
industry. This is another continually operating factor which checks the fall of 
the rate of profit, although it may under certain circumstances encroach on 
the mass of profit by reducing the mass of the capital yielding a profit. This 
again shows that the same influences which tend to make the rate of profit 
fall, also moderate the effects of this tendency. 
 

IV. RELATIVE OVER-POPULATION 
 
 Its propagation is inseparable from, and hastened by, the development 
of the productivity of labour as expressed by a fall in the rate of profit. The 
relative over-population becomes so much more apparent in a country, the 
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more the capitalist mode of production is developed in it. This, again, is the 
reason why, on the one hand, the more or less imperfect subordination of 
labour to capital continues in many branches of production, and continues 
longer than seems at first glance compatible with the general stage of 
development. This is due to the cheapness and abundance of disposable or 
unemployed wage labourers, and to the greater resistance, which some 
branches of production, by their very nature, render to the transformation of 
manual work into machine production. On the other hand, new lines of 
production are opened up, especially for the production of luxuries, and it is 
these that take as their basis this relative over-population, often set free in 
other lines of production through the increase of their constant capital. These 
new lines start out predominantly with living labour, and by degrees pass 
through the same evolution as the other lines of production. In either case the 
variable capital makes up a considerable portion of the total capital and 
wages are below the average, so that both the rate and mass of surplus value 
in these lines of production are unusually high. Since the general rate of 
profit is formed by levelling the rates of profit in the individual branches of 
production, however, the same factor which brings about the tendency in the 
rate of profit to fall, again produces a counterbalance to this tendency and 
more or less paralyses its effects. 
 

V. FOREIGN TRADE 
 
 Since foreign trade partly cheapens the elements of constant capital, 
and partly the necessities of life for which the variable capital is exchanged, it 
tends to raise the rate of profit by increasing the rate of surplus value and 
lowering the value of constant capital. It generally acts in this direction by 
permitting an expansion of the scale of production. It thereby hastens the 
process of accumulation, on the one hand, but causes the variable capital to 
shrink in relation to the constant capital, on the other, and thus hastens a fall 
in the rate of profit. In the same way, the expansion of foreign trade, although 
the basis of the capitalist mode of production in its infancy, has become its 
own product, however, with the further progress of the capitalist mode of 
production, through the innate necessity of this mode of production, its need 
for an ever-expanding market. Here we see once more the dual nature of this 
effect [...] 
 We have thus seen in a general way that the same influences which 
produce a tendency in the general rate of profit to fall, also call forth counter-
effects, which hamper, retard, and partly paralyse this fall. The latter do not 
do away with the law, but impair its effect. Otherwise, it would not be the fall 
of the general rate of profit, but rather its relative slowness, that would be 
incomprehensible. Thus, the law acts only as a tendency. And it is only under 
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certain circumstances and only after long periods that its effects become 
strikingly pronounced [...] 
 

CHAPTER 15: EXPOSITION OF THE INTERNAL 
CONTRADICTIONS OF THE LAW 

 
I. GENERAL 

 
 We have seen in the first part of this book that the rate of profit 
expresses the rate of surplus value always lower than it actually is. We have 
just seen that even a rising rate of surplus value has a tendency to express 
itself in a falling rate of profit. The rate of profit would equal the rate of 
surplus value only if c = 0, i.e., if the total capital were paid out in wages. A 
falling rate of profit does not express a falling rate of surplus value, unless 
the proportion of the value of the constant capital to the quantity of labour 
power which sets it in motion remains unchanged or the amount of labour 
power increases in relation to the value of the constant capital [...] 
 A fall in the rate of profit and accelerated accumulation are different 
expressions of the same process only in so far as both reflect the development 
of productiveness. Accumulation, in turn, hastens the fall of the rate of profit, 
inasmuch as it implies concentration of labour on a large scale, and thus a 
higher composition of capital. On the other hand, a fall in the rate of profit 
again hastens the concentration of capital and its centralisation through 
expropriation of minor capitalists, the few direct producers who still have 
anything left to be expropriated. This accelerates accumulation with regard to 
mass, although the rate of accumulation falls with the rate of profit. 
 On the other hand, the rate of self-expansion of the total capital, or 
the rate of profit, being the goad of capitalist production (just as self-
expansion of capital is its only purpose), its fall checks the formation of new 
independent capitals and thus appears as a threat to the development of the 
capitalist production process. It breeds overproduction, speculation, crises, 
and surplus capital alongside surplus population. Those economists, 
therefore, who, like Ricardo, regard the capitalist mode of production as 
absolute, feel at this point that it creates a barrier itself, and for this reason 
attribute the barrier to Nature (in the theory of rent), not to production. But 
the main thing about their horror of the falling rate of profit is the feeling that 
capitalist production meets in the development of its productive forces a 
barrier which has nothing to do with the production of wealth as such; and 
this peculiar barrier testifies to the limitations and to the merely historical, 
transitory character of the capitalist mode of production; testifies that for the 
production of wealth, it is not an absolute mode, moreover, that at a certain 
stage it rather conflicts with its further development. 
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 True, Ricardo and his school considered only industrial profit, which 
includes interest. But the rate of ground rent likewise has a tendency to fall, 
although its absolute mass increases, and may also increase proportionately 
more than industrial profit. (See Ed. West, who developed the law of ground 
rent before Ricardo). If we consider the total social capital C, and use p1 for 
the industrial profit that remains after deducting interest and ground rent, i for 
interest, and r for ground rent, then s/C = p/C = (p1 + i + r)/C = p1/C + i/C + 
r/C. We have seen that while s, the total amount of surplus value, is 
continually increasing in the course of capitalist development, s/C is just as 
steadily declining, because C grows still more rapidly than s. Therefore it is 
by no means a contradiction for p1, i, and r to be steadily increasing, each 
individually, while s/C = p/C, as well as p1/C, i/C, and r/C, should each by 
itself be steadily shrinking, or that p1 should increase in relation to i, or r in 
relation to p1 or to p1 and i. With a rising total surplus value or profit s = p, 
and a simultaneously falling rate of profit s/C = p/C, the proportions of the 
parts p1, i, and r, which make up s = p, may change at will within the limits 
set by the total amount of s without thereby affecting the magnitude of s or 
s/C. 
 The mutual variation of p1, i, and r is merely a varying distribution of 
s among different classes. Consequently, p1/C, i/C, or r/C, the rate of 
individual industrial profit, the rate of interest, and the ratio of ground rent to 
the total capital, may rise in relation to one another, while s/C, the general 
rate of profit, falls. The only condition is that the sum of all three = s/C. If the 
rate of profit falls from 50% to 25%, because the composition of a certain 
capital with, say, a rate of surplus value = 100% has changed from 50c + 50v 
to 75c + 25v, then a capital of 1,000 will yield a profit of 500 in the first case, 
and in the second a capital of 4,000 will yield a profit of 1,000. We see that s 
or p have doubled, while p' has fallen by one-half. And if that 50% was 
formerly divided into 20 profit, 10 interest, and 20 rent, then p1/C = 20%, i/C 
= 10%, and r/C = 20%. If the proportions had remained the same after the 
change from 50% to 25%, then p1/C = 10%, i/C = 5%, and r/C = 10%. If, 
however, p1/C should fall to 8% and i/C to 4%, then r/C would rise to 13%. 
The relative magnitude of r would have risen as against p1 and i, while p 
would have remained the same. Under both assumptions, the sum of p1, i, 
and r would have increased, because produced by a capital four times as 
large. Furthermore, Ricardo's assumption that originally industrial profit (plus 
interest) contains the entire surplus value is historically and logically false. It 
is rather the progress of capitalist production which 1) gives the whole profit 
directly to the industrial and commercial capitalists for further distribution, 
and 2) reduces rent to the excess over the profit. On this capitalist basis, 
again, the rent grows, being a portion of profit (i.e., of the surplus value 
viewed as the product of the total capital), but not that specific portion of the 
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recover only £2,700 instead of £3,000. He would have to put up £300 out of 
his own pocket. These £300 would serve merely as a reserve to balance the 
difference in price. But the same applies to the manufacturer. If he himself 
had sold at falling prices, he would likewise have lost £300, and would not be 
able to resume production on the same scale without reserve capital. 
 The linen merchant buys £3,000 worth of linen from the 
manufacturer. The latter pays, say, £2,000 of the £3,000 for yarn. He buys 
this yarn from a yarn dealer. The money which the manufacturer pays to the 
yarn dealer is not the linen dealer's money, for the latter has received 
commodities to this amount. It is the money form of the manufacturer's own 
capital. Now in the hands of the yarn dealer these £2,000 appear as returned 
money capital. But to what extent are they that as distinct from the £2,000 
representing the discarded money form of the linen and the assumed money 
form of the yarn? If the yarn dealer bought on credit and sold for cash before 
the expiration of his term of payment, then these £2,000 do not contain one 
penny of merchant's capital as distinct from the money form which the 
industrial capital itself assumes in the course of its circuit. In so far as 
commercial capital is not, therefore, just a form of industrial capital in the 
merchant's hands as commodity- or money capital, it is nothing but that 
portion of money capital which belongs directly to the merchant and 
circulates in the purchase and sale of commodities. On a reduced scale this 
portion represents that part of capital advanced for production which should 
always have to be in the hands of the industrialist as money reserve and 
means of purchase, and which should always have to circulate as his money 
capital. This portion, on a reduced scale, is now in the hands of merchant 
capitalists and performs its functions as such in the process of circulation. It 
is that portion of the total capital which, aside from what is expended as 
revenue, must continually circulate on the market as a means of purchase in 
order to maintain the continuity of the process of reproduction. The more 
rapid the process of reproduction, and the more developed the function of 
money as a means of payment, i.e., the more developed the credit system, the 
smaller that portion is in relation to the total capital. 
 Merchant's capital is simply capital functioning in the sphere of 
circulation. The process of circulation is a phase of the total process of 
reproduction. But no value is produced in the process of circulation, and, 
therefore, no surplus value. Only changes of form of the same mass of 
value take place. In fact, nothing occurs there outside the metamorphosis of 
commodities, and this has nothing to do as such either with the creation or 
change of values. If a surplus value is realised in the sale of produced 
commodities, then this is only because it already existed in them. In the 
second act, the re-exchange of money capital against commodities (elements 
of production), the buyer therefore does not realise any surplus value either. 
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total social capital, equal to the difference between the value of the 
commodities and their cost price for the capitalists, which again comes down 
to the difference between the total quantity of labour and the quantity of paid 
labour incorporated in them. Before the commodities bought by the industrial 
capitalist are thrown back on the market as saleable commodities, they pass 
through the process of production, in which alone the portion of their price to 
be realised as profit is created. But it is different with the merchant. The 
commodities are in his hands only so long as they are in the process of 
circulation. He merely continues their sale, the realisation of their price 
which was begun by the productive capitalist, and therefore does not cause 
them to pass through any intermediate process in which they could again 
absorb surplus value. While the industrial capitalist merely realises the 
previously produced surplus value, or profit, in the process of circulation, the 
merchant has not only to realise his profit during and through circulation, but 
must first make it. There appears to be no other way of doing this outside of 
selling the commodities bought by him from the industrial capitalist at their 
prices of production, or, from the standpoint of the total commodity capital, 
at their values in excess of their prices of production, making a nominal extra 
charge to their prices, hence, selling them, from the standpoint of the total 
commodity capital, above their value, and pocketing this excess of their 
nominal value over their real value; in short, selling them for more than they 
are worth. 
 This method of adding an extra charge is easy to grasp. For instance, 
one yard of linen costs 2s. If I want to make a 10% profit in reselling it, I 
must add 1/10 to the price, hence sell the yard at 2s. 2 2/5 d. The difference 
between its actual price of production and its selling price is then = 2 2/5d., 
and this represents a profit of 10% on 2s. This amounts to my selling the yard 
to the buyer at a price which is in reality the price of 1 1/10 yard. Or, what 
amounts to the same, it is as though I sold to the buyer only 10/11 of a yard 
for 2s. and kept 1/11 of a yard for myself. In fact I can buy back 1/11 of a 
yard for 2 2/5d. at the price of 2s. 2 2/5d. per yard. This would, therefore, be 
just a roundabout way of sharing in the surplus value and surplus product by 
a nominal rise in the price of commodities. 
 This is realisation of commercial profit by raising the price of 
commodities, as it appears at first glance. And, indeed, this whole notion that 
profit originates from a nominal rise in the price of commodities, or from 
their sale above their value, springs from the observations of commercial 
capital. 
 But it is quickly apparent on closer inspection that this is mere 
illusion. Assuming capitalist production to be predominant, commercial profit 
cannot be realised in this manner. (It is here always a question of averages, 
not of isolated cases.) Why do we assume that the merchant can realise a 
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average profit of 18% to his capital of 100, he sells the commodities at 1,062 
+ 18 = 1,080, i.e., at their price of production, or, from the standpoint of the 
total commodity capital, at their value, although he makes his profit only 
during and through the circulation process, and only from an excess of his 
selling price over his purchase price. Yet he does not sell the commodities 
above their value, or above their price of production, precisely because he has 
bought them from the industrial capitalist below their value, or below their 
price of production. 
 Thus, merchant's capital enters the formation of the general rate of 
profit as a determinant pro rata to its part in the total capital. Hence, if we say 
in the given case that the average rate of profit = 18%, it would = 20%, if it 
were not that 1/10 of the total capital was merchant's capital and the general 
rate of profit thereby lowered by 1/10. This leads to a closer and more 
comprehensive definition of the price of production. By price of production 
we mean, just as before, the price of a commodity = its costs (the value of 
the constant + variable capital contained in it) + the average profit. But 
this average profit is now determined differently. It is determined by the 
total profit produced by the total productive capital; but not as 
calculated on the total productive capital alone, so that if this = 900, as 
assumed above, and the profit = 180, then the average rate of profit = 
180/900 = 20%. But, rather, as calculated on the total productive + 
merchant's capital, so that with 900 productive and 100 merchant's 
capital, the average rate of profit = 180/1,000 = 18%. The price of 
production is, therefore = k (the costs) + 18, instead of k + 20. The share 
of the total profit falling to merchant's capital is thus included in the 
average rate of profit. The actual value, or price of production, of the 
total commodity capital is therefore = k + p + m (where m is commercial 
profit). The price of production, or the price at which the industrial 
capitalist as such sells his commodities, is thus smaller than the actual 
price of production of the commodity; or in terms of all commodities 
taken together, the prices at which the class of industrial capitalists sell 
their commodities are lower than their value. Hence, in the above case, 
900 (costs) + 18% on 900, or 900 + 162= 1,062. It follows, then, that in 
selling a commodity at 118 for which he paid 100 the merchant does, 
indeed, add 18% to the price. But since this commodity, for which he 
paid 100, is really worth 118, he does not sell it above its value. We shall 
henceforth use the term price of production in this, its more precise, 
sense. It is evident, therefore, that the profit of the industrial capitalist equals 
the excess of the price of production of the commodity over its cost price, 
and that commercial profit, as distinct from this industrial profit, equals the 
excess of the selling price over the price of production of the commodity 
which, for the merchant, is its purchase price; but that the actual price of the 
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commodity = its price of production + the commercial profit. Just as 
industrial capital realises only such profits as already exist in the value of 
commodities as surplus value, so merchant's capital realises profits only 
because the entire surplus value, or profit, has not as yet been fully realised in 
the price charged for the commodities by the industrial capitalist. The 
merchant's selling price thus exceeds the purchase price not because the 
former exceeds the total value, but because the latter is below this value. 
 Merchant's capital, therefore, participates in levelling surplus 
value to average profit, although it does not take part in its production. 
Thus, the general rate of profit contains a deduction from surplus value 
due to merchant's capital, hence a deduction from the profit of industrial 
capital. 
 It follows from the foregoing: 
 1) The larger the merchant's capital in proportion to the industrial 
capital, the smaller the rate of industrial profit, and vice versa. 
 2) It was demonstrated in the first part that the rate of profit is always 
lower than the rate of the actual surplus value, i.e., it always understates the 
intensity of exploitation, as in the above case, 720c + 180v + 180s, the rate of 
surplus value of 100% and a rate of profit of only 20%. And the difference 
becomes still greater, inasmuch as the average rate of profit appears smaller 
again, dropping from 20% to 18%, if the share falling to merchant's capital is 
also taken into account. The average rate of profit of the direct capitalist 
exploiter, therefore, expresses a rate of profit smaller than it actually is. 
 Assuming all other circumstances remaining the same, the relative 
volume of merchant's capital (with the exception of the small dealer who 
represents a hybrid form) is in inverse proportion to the velocity of its 
turnover, hence in inverse proportion to the energy of the process of 
reproduction in general. In the course of scientific analysis, the formation 
of a general rate of profit appears to result from industrial capitals and 
their competition, and is only later corrected, supplemented, and 
modified by the intervention of merchant's capital. In the course of its 
historical development, however, the process is really reversed. It is the 
commercial capital which first determines the prices of commodities 
more or less in accordance with their values, and it is the sphere of 
circulation, the sphere that promotes the process of reproduction, in 
which a general rate of profit initially takes shape. It is originally the 
commercial profit which determines the industrial profit. Not until the 
capitalist mode of production has asserted itself and the producer 
himself has become merchant, is commercial profit reduced to that 
aliquot part of the total surplus value falling to the share of merchant's 
capital as an aliquot part of the total capital engaged in the social process 
of reproduction. 
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They must be made good out of the value of the commodities, because a 
portion of the value of these commodities must be reconverted into these 
circulation costs. But no additional surplus value is created thereby. So far as 
this concerns the total capital of society, it means in fact that a portion of it 
must be set aside for secondary operations which are no part of the self-
expansion process, and that this portion of the social capital must be 
continually reproduced for this purpose. This reduces the rate of profit for the 
individual capitalist and for the entire class of industrial capitalists [...] 
 The question now arises: What about the commercial wage workers 
employed by the commercial capitalist, here the merchant? 
 In one respect, such a commercial employee is a wage worker like 
any other. In the first place, his labour power is bought with the variable 
capital of the merchant, not with money expended as revenue, and 
consequently it is not bought for private service, but for the purpose of 
expanding the value of the capital advanced for it. In the second place, the 
value of his labour power, and thus his wages, are determined as those of 
other wage workers, i.e., by the cost of production and reproduction of his 
specific labour power, not by the product of his labour. 
 However, we must make the same distinction between him and the 
wage workers directly employed by industrial capital which exists between 
industrial capital and merchant's capital, and thus between the industrial 
capitalist and the merchant. Since the merchant, as a mere agent of 
circulation, produces neither value nor surplus value (for the additional value 
which he adds to the commodities through his expenses resolves itself into an 
addition of previously existing values, although the question here poses itself, 
how he preserves this value of his constant capital?) it follows that the 
mercantile workers employed by him in these same functions cannot directly 
create surplus value for him. Here, as in the case of productive labourers, we 
assume that wages are determined by the value of the labour power [...] 
 The difficulty as concerns mercantile wage workers is by no means to 
explain how they produce direct profits for their employer without creating 
any direct surplus value (of which profit is but a transmuted form). This 
question has, indeed, already been solved in the general analysis of 
commercial profits. Just as industrial capital makes profit by selling labour 
embodied and realised in commodities, for which it has not paid any 
equivalent, so merchant's capital derives profit from not paying in full to 
productive capital for all the unpaid labour contained in the commodities (in 
commodities, in so far as capital invested in their production functions as an 
aliquot part of the total industrial capital), and by demanding payment for this 
unpaid portion still contained in the commodities when making a sale. The 
relation of merchant's capital to surplus value is different from that of 
industrial capital. The latter produces surplus value by directly appropriating 
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profit, the amount of profit he makes on this quantity of cheap commodities 
is small as well. Or, what amounts to the same, he can then buy with a certain 
amount of capital, say, 100, a larger quantity of these cheap commodities, and 
the total profit of 15, which he makes per 100, breaks up into small fractions 
over each individual piece or portion belonging to this mass of commodities. 
If the opposite takes place, then the reverse is true. This depends entirely on 
the greater or smaller productivity of the industrial capital in whose products 
he trades. If we except the cases in which the merchant is a monopolist and 
simultaneously monopolises production, as did the Dutch East India 
Company in its day, nothing can be more ridiculous than the current idea that 
it depends on the merchant whether he sells many commodities at a small 
profit or few commodities at a large profit on each individual piece of the 
commodities. The two limits of his selling price are: on the one hand, the 
price of production of the commodities, over which he has no control; on the 
other hand, the average rate of profit, over which he has just as little control. 
The only thing up to him to decide is whether he wants to deal in dear or in 
cheap commodities, and even here the size of his available capital and other 
circumstances also have their effect. Therefore, it depends wholly on the 
degree of development of the capitalist mode of production, not on the 
merchant's goodwill, what course he shall follow [...] 
 The greater the number of turnovers of an industrial capital under 
conditions described in Book II, Part II, the greater the mass of profit it 
creates. True, through the formation of a general rate of profit, the total profit 
is distributed among the different capitals not in proportion to their actual 
part in its production, but in proportion to the aliquot part they make up of the 
total capital, i.e., in proportion to their magnitude. But this does not alter the 
essence of the matter. The greater the number of turnovers of the total 
industrial capital, the greater the mass of profits, the mass of annually 
produced surplus value, and, therefore, other circumstances remaining 
unchanged, the rate of profit. It is different with merchant's capital. The rate 
of profit is a given magnitude with respect to it, determined on the one hand 
by the mass of profit produced by industrial capital, and on the other by the 
relative magnitude of the total merchant's capital, by its quantitative relation 
to the sum of capital advanced in the processes of production and circulation. 
The number of its turnovers does, indeed, decisively affect its relation to the 
total capital, or the relative magnitude of merchant's capital required for the 
circulation, for it is evident that the absolute magnitude of the required 
merchant's capital and the velocity of its turnovers stand in inverse 
proportion. But, all other conditions remaining equal, the relative magnitude 
of merchant's capital, or the part it makes up of the total capital, is determined 
by its absolute magnitude. If the total capital is 10,000, and the merchant's 
capital 1/10 of that sum, it is = 1,000; if the total capital is 1,000, then 1/10 of 
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it = 100. The absolute magnitude of merchant's capital varies, depending on 
the magnitude of the total capital, although its relative magnitude remains the 
same. But here we assume that its relative magnitude, say, 1/10 of the total 
capital, is given. This relative magnitude, however, is again determined by 
the turnover. If it is turned over rapidly, its absolute magnitude, for example, 
will = £1,000 in the first case, = 100 in the second, and hence its relative 
magnitude = 1/10. With a slower turnover its absolute magnitude is, say, = 
2,000 in the first case, and = 200 in the second. Its relative magnitude will 
then have increased from 1/10 to 1/5 of the total capital. Circumstances 
which reduce the average turnover of merchant's capital, like the 
development of means of transportation, for instance, reduce pro tanto the 
absolute magnitude of merchant's capital, and thereby increase the general 
rate of profit. If the opposite takes place, then the reverse is true [...] 
 But, assuming the relative magnitude of merchant's capital to total 
capital to be given, the difference of turnovers in the various branches of 
commerce does not affect either the magnitude of the total profit falling to the 
share of merchant's capital, or the general rate of profit. The merchant's profit 
is not determined by the mass of commodity capital turned over by him, but 
by the dimensions of the money capital advanced by him to promote this 
turnover. If the general annual rate of profit is 15%, and the merchant 
advances £100, which he turns over once a year, he will sell his commodities 
at 115. If his capital turns over five times a year, he will sell a commodity 
capital he bought at 100 at 103 five times a year, hence in a year a 
commodity capital of 500 at 515. This gives the same annual profit of 15 on 
his advanced capital of 100. If this were not so, merchant's capital would 
yield a much higher profit, proportionate to the number of its turnovers, than 
industrial capital, which would be in conflict with the law of the general rate 
of profit. 
 Hence, the number of turnovers of merchant's capital in the various 
branches of commerce has a direct influence on the mercantile prices of 
commodities. The amount added to the mercantile price, the aliquot part of 
mercantile profit of a given capital, which falls upon the price of production 
of a commodity, is in inverse proportion to the number of turnovers, or the 
velocity of turnover, of merchants' capitals in the various lines of commerce. 
If a certain merchant's capital is turned over five times a year, it will add to a 
commodity capital of equal value but 1/5 of what another merchant's capital, 
which turns over just once a year, adds to a commodity capital of equal value. 
 The modification of selling prices by the average period of turnover 
of capitals in different branches of commerce amounts to this: The same mass 
of profits, determined for any given magnitude of merchant's capital by the 
general annual rate of profit, hence determined independently of the specific 
character of the commercial operations of this capital, is differently 
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fluctuations of supply and demand explain nothing but deviations of market 
prices from prices of production. These deviations mutually balance one 
another, so that in the course of certain longer periods the average market 
prices equal the prices of production. As soon as supply and demand 
coincide, these forces cease to operate, i.e., compensate one another, and the 
general law determining prices then also comes to apply to individual cases. 
The market price then corresponds even in its immediate form, and not only 
as the average of market price movements, to the price of production, which 
is regulated by the immanent laws of the mode of production itself. The same 
applies to wages. If supply and demand coincide, they neutralise each 
other's effect, and wages equal the value of labour power. But it is 
different with the interest on money capital. Competition does not, in this 
case, determine the deviations from the rule. There is rather no law of 
division except that enforced by competition, because, as we shall later 
see, no such thing as a "natural" rate of interest exists. By the natural 
rate of interest people merely mean the rate fixed by free competition. 
There are no "natural" limits for the rate of interest. Whenever 
competition does not merely determine the deviations and fluctuations, 
whenever, therefore, the neutralisation of opposing forces puts a stop to 
any and all determination, the thing to be determined becomes 
something arbitrary and lawless. More on this in the next chapter [...]  
 With his usual insight into the internal connection of things, the 
romantic Adam Müller says (Elemente der Staatskunst, Berlin, 1809, Dritter 
Theil, S. 138); 
 "In determining the prices of things, time is not considered; while in 
determining interest, time is the principal factor". 
 He does not see how the time of production and the time of 
circulation enter into the determination of commodity prices, and how this is 
just what determines the rate of profit for a given period of turnover of 
capital, whereas interest is determined by precisely this determination of 
profit for a given period. His sagacity here, as elsewhere, consists in 
observing the clouds of dust on the surface and presumptuously declaring this 
dust to be something mysterious and important. 
 

CHAPTER 22: DIVISION OF PROFIT. RATE OF INTEREST. 
"NATURAL" RATE OF INTEREST 

 
 The subject of this chapter, like all the other phenomena of credit we 
shall come across later on, cannot be analysed here in detail. The competition 
between lenders and borrowers and the resultant minor fluctuations of the 
money market fall outside the scope of our inquiry. The circuit described by 
the rate of interest during the industrial cycle requires for its presentation the 
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analysis of this cycle itself, but this likewise cannot be given here. The same 
applies to the greater or lesser approximate equalisation of the rate of interest 
in the world market. We are here concerned with the independent form of 
interest-bearing capital and the individualisation of interest, as distinct from 
profit. 
 Since interest is merely a part of profit paid, according to our earlier 
assumption, by the industrial capitalist to the money capitalist, the maximum 
limit of interest is the profit itself, in which case the portion pocketed by the 
productive capitalist would = 0. Aside from exceptional cases, in which 
interest might actually be larger than profit, but then could not be paid out of 
the profit, one might consider as the maximum limit of interest the total profit 
minus the portion (to be subsequently analysed) which resolves itself into 
wages of superintendence. The minimum limit of interest is altogether 
indeterminable. It may fall to any low. Yet in that case there will always be 
counteracting influences to raise it again above this relative minimum [...] 
 Let us first assume that there is a fixed relation between the total 
profit and that part of it which has to be paid as interest to the money 
capitalist. It is then clear that the interest will rise or fall with the total profit, 
and the latter is determined by the general rate of profit and its fluctuations. 
For instance, if the average rate of profit were = 20% and the interest = ¼ of 
the profit, the rate of interest would = 5%; if the average rate of profit were = 
16%, the rate of interest would = 4%. With the rate of profit at 20%, the rate 
of interest might rise to 8%, and the industrial capitalist would still make the 
same profit as he would at a rate of profit = 16% and a rate of interest = 4%, 
namely 12%. Should interest rise only to 6% or 7%, he would still keep a 
larger share of the profit. If the interest amounted to a constant quota of the 
average profit, it would follow that the higher the general rate of profit, the 
greater the absolute difference between the total profit and the interest, and 
the greater the portion of the total profit pocketed by the productive capitalist, 
and vice versa. Take it that interest = 1/5 of the average profit. One-fifth of 10 
is 2; the difference between total profit and interest = 8. One-fifth of 20 = 4; 
difference = 20 - 4 = 16; 1/5 of 25 = 5; difference = 25 - 5 = 20; 1/5 of 30 = 
6; difference = 30 - 6 = 24; 1/5 of 35 = 7; difference = 35 - 7 = 28. The 
different rates of interest of 4, 5, 6, 7% would here always represent no more 
than 1/5, or 20% of the total profit. If the rates of profit are different, 
therefore, different rates of interest may represent the same aliquot parts of 
the total profit, or the same percentage of the total profit. With such constant 
proportions of interest, the industrial profit (the difference between the total 
profit and the interest) would rise proportionately to the general rate of profit, 
and conversely. 
 All other conditions taken as equal, i.e., assuming the proportion 
between interest and total profit to be more or less constant, the functioning 
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lender, and the surplus over and above the interest, which makes up his 
own share of the profit. If the general rate of profit is given, this latter 
portion is determined by the rate of interest; and if the rate of interest is 
given, then by the general rate of profit. And furthermore: however the 
gross profit, the actual value of the total profit, may diverge in each 
individual case from the average profit, the portion belonging to the 
functioning capitalist is determined by the interest, since this is fixed by the 
general rate of interest (leaving aside any special legal stipulations) and 
assumed to be given beforehand, before the process of production begins, 
hence before its result, the gross profit, is achieved. We have seen that the 
actual specific product of capital is surplus value, or, more precisely, profit. 
But for the capitalist working on borrowed capital it is not profit, but profit 
minus interest, that portion of profit which remains to him after paying 
interest. This portion of the profit, therefore, necessarily appears to him to be 
the product of a capital as long as it is operative; and this it is, as far as he is 
concerned, because he represents capital only as functioning capital. He is its 
personification as long as it functions, and it functions as long as it is 
profitably invested in industry or commerce and such operations are 
undertaken with it through its employer as are prescribed by the branch of 
industry concerned. As distinct from interest, which he has to pay to the 
lender out of the gross profit, the portion of profit which falls to his share 
necessarily assumes the form of industrial or commercial profit, or, to use a 
German term embracing both, the form of Unternehmergewinn (profit of 
enterprise). If the gross profit equals the average profit, the size of the profit 
of enterprise is determined exclusively by the rate of interest. If the gross 
profit deviates from the average profit, its difference from the average profit 
(after interest is deducted from both) is determined by all the circumstances 
which cause a temporary deviation, be it of the rate of profit in any particular 
sphere from the general rate of profit, or the profit of some individual 
capitalist in a certain sphere from the average profit of this sphere. We have 
seen however that the rate of profit within the production process itself does 
not depend on surplus value alone, but also on many other circumstances, 
such as purchase prices of means of production, methods more productive 
than the average, on savings of constant capital, etc. And aside from the price 
of production, it depends on special circumstances, and in every single 
business transaction on the greater or lesser shrewdness and industry of the 
capitalist, whether, and to what extent, he buys or sells above or below the 
price of production and thus appropriates a greater or smaller portion of the 
total surplus value in the process of circulation. In any case, the quantitative 
division of the gross profit turns here into a qualitative one, and all the more 
so because the quantitative division itself depends on what is to be divided, 
the manner in which the active capitalist manages his capital, and what gross 

















388 
 

 

of banking. On the other hand, credit accelerates the velocity of the 
metamorphoses of commodities and thereby the velocity of money 
circulation. 
 C. Substitution of paper for gold money. 
 2) Acceleration, by means of credit, of the individual phases of 
circulation or of the metamorphosis of commodities, later the metamorphosis 
of capital, and with it an acceleration of the process of reproduction in 
general. (On the other hand, credit helps to keep the acts of buying and 
selling longer apart and serves thereby as a basis for speculation.) 
Contraction of reserve funds, which may be viewed in two ways: as a 
reduction of the circulating medium, on the one hand, and, on the other, as a 
reduction of that part of capital which must always exist in the form of 
money. 
 III. Formation of stock companies. Thereby: 
 1) An enormous expansion of the scale of production and of 
enterprises, that was impossible for individual capitals. At the same time, 
enterprises that were formerly government enterprises, become public. 
 2) The capital, which in itself rests on a social mode of production 
and presupposes a social concentration of means of production and labour 
power, is here directly endowed with the form of social capital (capital of 
directly associated individuals) as distinct from private capital, and its 
undertakings assume the form of social undertakings as distinct from private 
undertakings. It is the abolition of capital as private property within the 
framework of capitalist production itself. 
 3) Transformation of the actually functioning capitalist into a mere 
manager, administrator of other people's capital, and of the owner of capital 
into a mere owner, a mere money capitalist. Even if the dividends which they 
receive include the interest and the profit of enterprise, i.e., the total profit 
(for the salary of the manager is, or should be, simply the wage of a specific 
type of skilled labour, whose price is regulated in the labour market like that 
of any other labour), this total profit is henceforth received only in the form 
of interest, i.e., as mere compensation for owning capital that now is entirely 
divorced from the function in the actual process of reproduction, just as this 
function in the person of the manager is divorced from ownership of capital. 
Profit thus appears (no longer only that portion of it, the interest, which 
derives its justification from the profit of the borrower) as a mere 
appropriation of the surplus labour of others, arising from the conversion of 
means of production into capital, i.e., from their alienation vis-à-vis the 
actual producer, from their antithesis as another's property to every individual 
actually at work in production, from manager down to the last day labourer. 
In stock companies the function is divorced from capital ownership, hence 
also labour is entirely divorced from ownership of means of production and 
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surplus labour. This result of the ultimate development of capitalist 
production is a necessary transitional phase towards the reconversion of 
capital into the property of producers, although no longer as the private 
property of the individual producers, but rather as the property of associated 
producers, as outright social property. On the other hand, the stock company 
is a transition toward the conversion of all functions in the reproduction 
process which still remain linked with capitalist property, into mere functions 
of associated producers, into social functions. 
 Before we go any further, there is still the following economically 
important fact to be noted: Since profit here assumes the pure form of 
interest, undertakings of this sort are still possible if they yield bare interest, 
and this is one of the causes, stemming the fall of the general rate of profit, 
since such undertakings, in which the ratio of constant capital to the variable 
is so enormous, do not necessarily enter into the equalisation of the general 
rate of profit [...] 
 This is the abolition of the capitalist mode of production within the 
capitalist mode of production itself, and hence a self-dissolving contradiction, 
which prima facie represents a mere phase of transition to a new form of 
production. It manifests itself as such a contradiction in its effects. It 
establishes a monopoly in certain spheres and thereby requires state 
interference. It reproduces a new financial aristocracy, a new variety of 
parasites in the shape of promoters, speculators and simply nominal directors; 
a whole system of swindling and cheating by means of corporation 
promotion, stock issuance, and stock speculation. It is private production 
without the control of private property. 
 IV. Aside from the stock-company business, which represents the 
abolition of capitalist private industry on the basis of the capitalist system 
itself and destroys private industry as it expands and invades new spheres of 
production, credit offers to the individual capitalist; or to one who is regarded 
a capitalist, absolute control within certain limits over the capital and 
property of others, and thereby over the labour of others. The control over 
social capital, not the individual capital of his own, gives him control of 
social labour. The capital itself, which a man really owns or is supposed to 
own in the opinion of the public, becomes purely a basis for the 
superstructure of credit. This is particularly true of wholesale commerce, 
through which the greatest portion of the social product passes. All standards 
of measurement, all excuses more or less still justified under capitalist 
production, disappear here. What the speculating wholesale merchant risks is 
social property, not his own. Equally sordid becomes the phrase relating the 
origin of capital to savings, for what he demands is that others should save 
for him [...] The other phrase concerning abstention is squarely refuted by his 
luxury, which is now itself a means of credit. Conceptions which have some 
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meaning on a less developed stage of capitalist production, become quite 
meaningless here. Success and failure both lead here to a centralisation of 
capital, and thus to expropriation on the most enormous scale. Expropriation 
extends here from the direct producers to the smaller and the medium-sized 
capitalists themselves. It is the point of departure for the capitalist mode of 
production; its accomplishment is the goal of this production. In the last 
instance, it aims at the expropriation of the means of production from all 
individuals. With the development of social production the means of 
production cease to be means of private production and products of private 
production, and can thereafter be only means of production in the hands of 
associated producers, i.e., the latter's social property, much as they are their 
social products. However, this expropriation appears within the capitalist 
system in a contradictory form, as appropriation of social property by a few; 
and credit lends the latter more and more the aspect of pure adventurers. 
Since property here exists in the form of stock, its movement and transfer 
become purely a result of gambling on the stock exchange, where the little 
fish are swallowed by the sharks and the lambs by the stock-exchange 
wolves. There is antagonism against the old form in the stock companies, in 
which social means of production appear as private property; but the 
conversion to the form of stock still remains ensnared in the trammels of 
capitalism; hence, instead of overcoming the antithesis between the character 
of wealth as social and as private wealth, the stock companies merely 
develop it in a new form. 
 The co-operative factories of the labourers themselves represent 
within the old form the first sprouts of the new, although they naturally 
reproduce, and must reproduce, everywhere in their actual organisation all 
the shortcomings of the prevailing system. But the antithesis between capital 
and labour is overcome within them, if at first only by way of making the 
associated labourers into their own capitalist, i.e., by enabling them to use the 
means of production for the employment of their own labour. They show how 
a new mode of production naturally grows out of an old one, when the 
development of the material forces of production and of the corresponding 
forms of social production have reached a particular stage. Without the 
factory system arising out of the capitalist mode of production there could 
have been no co-operative factories. Nor could these have developed without 
the credit system arising out of the same mode of production. The credit 
system is not only the principal basis for the gradual transformation of 
capitalist private enterprises into capitalist stock companies, but equally 
offers the means for the gradual extension of co-operative enterprises on a 
more or less national scale. The capitalist stock companies, as much as the 
co-operative factories, should be considered as transitional forms from the 
capitalist mode of production to the associated one, with the only distinction 
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not only of government bonds but also of stocks, adds weight to the illusion 
that they constitute real capital alongside of the capital or claim to which they 
may have title. For they become commodities, whose price has its own 
characteristic movements and is established in its own way. Their market 
value is determined differently from their nominal value, without any change 
in the value (even though the expansion may change) of the actual capital. On 
the one hand, their market value fluctuates with the amount and reliability of 
the proceeds to which they afford legal title. If the nominal value of a share 
of stock, that is, the invested sum originally represented by this share, is 
£100, and the enterprise pays 10% instead of 5%, then its market value, 
everything else remaining equal, rises to £200, as long as the rate of interest 
is 5%, for when capitalised at 5%, it now represents a fictitious capital of 
£200. Whoever buys it for £200 receives a revenue of 5% on this investment 
of capital. The converse is true when the proceeds from the enterprise 
diminish. The market value of this paper is in part speculative, since it is 
determined not only by the actual income, but also by the anticipated income, 
which is calculated in advance. But assuming the expansion of the actual 
capital as constant, or where no capital exists, as in the case of state debts, the 
annual income to be fixed by law and otherwise sufficiently secured, the 
price of these securities rises and falls inversely as the rate of interest. If the 
rate of interest rises from 5% to 10%, then securities guaranteeing an income 
of £5 will now represent a capital of only £50. Conversely, if the rate of 
interest falls to 2½%; the same securities will represent a capital of £200. 
Their value is always merely capitalised income, that is, the income 
calculated on the basis of a fictitious capital at the prevailing rate of interest. 
Therefore, when the money market is tight these securities will fall in price 
for two reasons: first, because the rate of interest rises, and secondly, because 
they are thrown on the market in large quantities in order to convert them into 
cash [...] 
 All this paper actually represents nothing more than accumulated 
claims, or legal titles, to future production whose money or capital value 
represents either no capital at all, as in the case of state debts, or is regulated 
independently of the value of real capital which it represents. 
 In all countries based on capitalist production, there exists in this 
form an enormous quantity of so-called interest-bearing capital, or moneyed 
capital. And by accumulation of money capital nothing more, in the main, is 
connoted than an accumulation of these claims on production, an 
accumulation of the market price, the illusory capital value of these claims. 
 A part of the banker's capital is now invested in this so-called interest-
bearing paper. This is itself a portion of the reserve capital, which does not 
perform any function in the actual business of banking. The most important 
portion of this paper consists of bills of exchange, that is, promises to pay 
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following a crisis, when loan capital lies around idle in great quantities. At 
such times, when the production process is curtailed (production in the 
English industrial districts was reduced by one-third after the crisis of 1847), 
when the prices of commodities are at their lowest level, when the spirit of 
enterprise is paralysed, the rate of interest is low, which in this case indicates 
nothing more than an increase in loanable capital precisely as a result of 
contraction and paralysation of industrial capital [...] Hence the demand for 
loanable money capital, either to act as a medium of circulation or as a means 
of payment (the investment of new capital is still out of the question), 
decreases and this capital, therefore, becomes relatively abundant. Under 
such circumstances, however, the supply of loanable money capital also 
increases, as we shall later see [...] 
 After the reproduction process has again reached that state of 
prosperity which precedes that of over-exertion, commercial credit becomes 
very much extended; this forms, indeed, the "sound" basis again for a ready 
flow of returns and extended production. In this state the rate of interest is 
still low, although it rises above its minimum. This is, in fact, the only time 
that it can be said a low rate of interest, and consequently a relative 
abundance of loanable capital, coincides with a real expansion of industrial 
capital. The ready flow and regularity of the returns, linked with extensive 
commercial credit, ensures the supply of loan capital in spite of the increased 
demand for it, and prevents the level of the rate of interest from rising. On the 
other hand, those cavaliers who work without any reserve capital or without 
any capital at all and who thus operate completely on a money credit basis 
begin to appear for the first time in considerable numbers. To this is now 
added the great expansion of fixed capital in all forms, and the opening of 
new enterprises on a vast and far-reaching scale. The interest now rises to its 
average level. It reaches its maximum again as soon as the new crisis sets in. 
Credit suddenly stops then, payments are suspended, the reproduction 
process is paralysed, and with the previously mentioned exceptions, a 
superabundance of idle industrial capital appears side by side with an almost 
absolute absence of loan capital. 
 On the whole, then, the movement of loan capital, as expressed in the 
rate of interest, is in the opposite direction to that of industrial capital. The 
phase wherein a low rate of interest, but above the minimum, coincides with 
the "improvement" and growing confidence after a crisis, and particularly the 
phase wherein the rate of interest reaches its average level, exactly midway 
between its minimum and maximum, are the only two periods during which 
an abundance of loan capital is available simultaneously with a great 
expansion of industrial capital. But at the beginning of the industrial cycle, a 
low rate of interest coincides with a contraction, and at the end of the 
industrial cycle, a high rate of interest coincides with a superabundance of 
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as money capital. Its price falls with rising interest. It falls, furthermore, as a 
result of the general shortage of credit, which compels its owners to dump it 
in large quantities on the market in order to secure money. It falls, finally, in 
the case of stocks, partly as a result of the decrease in revenues for which it 
constitutes drafts and partly as a result of the spurious character of the 
enterprises which it often enough represents. This fictitious money capital is 
enormously reduced in times of crisis, and with it the ability of its owners to 
borrow money on it on the market. However, the reduction of the money 
equivalents of these securities on the stock exchange list has nothing to do 
with the actual capital which they represent, but very much indeed with the 
solvency of their owners. 
 

CHAPTER 31: MONEY CAPITAL AND REAL CAPITAL. II 
(CONTINUED) 

 
 We are still not finished with this question: to what extent does the 
accumulation of capital in the form of loanable money capital coincide with 
actual accumulation, i.e., the expansion of the reproduction process. 
 The transformation of money into loanable money capital is a much 
simpler matter than the transformation of money into productive capital. But 
two things should be distinguished here: 
 1) the mere transformation of money into loan capital; 
 2) the transformation of capital or revenue into money, which is 
transformed into loan capital. 
 It is only the latter point which can involve a positive accumulation of 
loan capital connected with an actual accumulation of industrial capital. 
 
1. TRANSFORMATION OF MONEY INTO LOAN CAPITAL 
 
We have already seen that a large build-up or surplus of loan capital can 
occur, which is connected with productive accumulation only to the extent 
that it is inversely proportional to it. This is the case in two phases of the 
industrial cycle, namely, first, when industrial capital in both its forms of 
productive and commodity capital is contracted, i.e., at the beginning of the 
cycle after the crisis; and, secondly, when the improvement begins, but when 
commercial credit still does not use bank credit to a great extent. In the first 
case, money capital, which was formerly employed in production and 
commerce, appears as idle loan capital; in the second case, it appears used to 
an increasing extent, but at a very low rate of interest, because the industrial 
and commercial capitalists now prescribe terms to the money capitalist. The 
surplus of loan capital expresses, in the first case, a stagnation of industrial 
capital, and in the second, a relative independence of commercial credit from 
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extension of individual consumption, because it is promoted by means of 
money, appears as an accumulation of money capital, since it furnishes the 
money form for actual accumulation, i.e., for money which permits new 
investments of capital. 
 Thus, the accumulation of loanable money capital expresses in part 
only the fact that all money into which industrial capital is transformed in the 
course of its circuit assumes the form not of money advanced by the 
reproductive capitalists, but of money borrowed by them; so that indeed the 
advance of money that must take place in the reproduction process appears as 
an advance of borrowed money. In fact, on the basis of commercial credit, 
one person lends to another the money required for the reproduction process. 
But this now assumes the following form: the banker, who receives the 
money as a loan from one group of the reproductive capitalists, lends it to 
another group of reproductive capitalists, so that the banker appears in the 
role of a supreme benefactor; and at the same time, the control over this 
capital falls completely into the hands of the banker in his capacity as 
middleman. 
 A few special forms of accumulation of money capital still remain to 
be mentioned. For example, capital is released by a fall in the price of the 
elements of production, raw materials, etc. If the industrial capitalist cannot 
expand his reproduction process immediately, a portion of his money capital 
is expelled from the circuit as superfluous and is transformed into loanable 
money capital. Secondly, however, capital in the form of money is released 
especially by the merchant, whenever interruptions in his business take place. 
If the merchant has completed a series of transactions and cannot begin a new 
series because of such interruptions until later, the money realised represents 
for him only a hoard, surplus capital. But at the same time, it represents a 
direct accumulation of loanable money capital [...] 
 Finally, accumulation of money capital is influenced by the number 
of people who have feathered their nests and have withdrawn from 
reproduction. Their number increases as more profits are made in the course 
of the industrial cycle. In this case, the accumulation of loanable money 
capital expresses, on the one hand, an actual accumulation (in accordance 
with its relative extent), and, on the other hand, only the extent of the 
transformation of the industrial capitalists into mere money capitalists. 
 As for the other portion of profit, which is not intended to be 
consumed as revenue, it is converted into money capital only when it is not 
immediately able to find a place for investment in the expansion of business 
in the productive sphere in which it has been made. This may be due to two 
causes. Either because this sphere of production is saturated with capital, or 
because accumulation must first reach a certain volume before it can serve as 
capital, depending on the investment magnitudes of new capital required in 
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of which 100-120 million were made out on London alone. The volume of 
circulating bills of exchange has no influence on note circulation and is 
influenced by the latter only in times of money tightness, when the quantity 
of bills increases and their quality deteriorates. Finally, in a period of crisis, 
the circulation of bills collapses completely; nobody can make use of a 
promise to pay since everyone will accept only cash payment; only the 
banknote retains, at least thus far in England, its ability to circulate, because 
the nation with its total wealth backs up the Bank of England [...] 
 

PART 6: TRANSFORMATION OF SURPLUS PROFIT  
INTO GROUND RENT 

 
CHAPTER 37: INTRODUCTION 

 
 The analysis of landed property in its various historical forms is 
beyond the scope of this work. We shall be concerned with it only in so far as 
a portion of the surplus value produced by capital falls to the share of the 
landowner. We assume, then, that agriculture is dominated by the capitalist 
mode of production just as manufacture is; in other words, that agriculture is 
carried on by capitalists who differ from other capitalists primarily in the 
manner in which their capital, and the wage labour set in motion by this 
capital, are invested. So far as we are concerned, the farmer produces wheat, 
etc., in much the same way as the manufacturer produces yarn or machines. 
The assumption that the capitalist mode of production has encompassed 
agriculture implies that it rules over all spheres of production and bourgeois 
society, i.e., that its prerequisites, such as free competition among capitals, 
the possibility of transferring the latter from one production sphere to 
another, and a uniform level of the average profit, etc., are fully matured. The 
form of landed property which we shall consider here is a specifically 
historical one a form transformed through the influence of capital and of the 
capitalist mode of production, either of feudal landownership, or of small-
peasant agriculture as a means of livelihood, in which the possession of the 
land and the soil constitutes one of the prerequisites of production for the 
direct producer, and in which his ownership of land appears as the most 
advantageous condition for the prosperity of his mode of production. Just as 
the capitalist mode of production in general is based on the expropriation of 
the conditions of labour from the labourers, so does it in agriculture 
presuppose the expropriation of the rural labourers from the land and their 
subordination to a capitalist, who carries on agriculture for the sake of profit. 
Thus, for the purpose of our analysis, the objection that other forms of landed 
property and of agriculture have existed, or still exist, is quite irrelevant. 
Such an objection can only apply to those economists who treat the capitalist 
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the development of the social productive power of their labour forms the 
other limit. Examined more closely, since the production of means of 
subsistence is the very first condition of their existence and of all production 
in general, labour used in this production, that is, agricultural labour in the 
broadest economic sense, must be fruitful enough so as not to absorb the 
entire available labour time in the production of means of subsistence for the 
direct producers, that is, agricultural surplus labour and therefore agricultural 
surplus product must be possible. Developed further, the total agricultural 
labour, both necessary and surplus labour, of a segment of society must 
suffice to produce the necessary subsistence for the whole of society, that is, 
for non-agricultural labourers too. This means therefore that the major 
division of labour between agricultural and industrial must be possible; and 
similarly between tillers of the soil producing means of subsistence and those 
producing raw materials. Although the labour of the direct producers of 
means of subsistence breaks up into necessary and surplus labour as far as 
they themselves are concerned, it represents from the social standpoint only 
the necessary labour required to produce the means of subsistence. 
Incidentally, the same is true for all division of labour within society as a 
whole, as distinct from the division of labour within individual workshops. It 
is the labour necessary for the production of particular articles, for the 
satisfaction of some particular need of society for these particular articles. If 
this division is proportional, then the products of various groups are sold at 
their values (at a later stage of development they are sold at their prices of 
production), or at prices which are certain modifications of these values or 
prices of production determined by general laws. It is indeed the effect of the 
law of value, not with reference to individual commodities or articles, but to 
each total product of the particular social spheres of production made 
independent by the division of labour; so that not only is no more than the 
necessary labour time used up for each specific commodity, but only the 
necessary proportional quantity of the total social labour time is used up in 
the various groups. For the condition remains that the commodity represents 
use value. But if the use value of individual commodities depends on whether 
they satisfy a particular need then the use value of the mass of the social 
product depends on whether it satisfies the quantitatively definite social need 
for each particular kind of product in an adequate manner, and whether the 
labour is therefore proportionately distributed among the different spheres in 
keeping with these social needs, which are quantitatively circumscribed. 
(This point is to be noted in the distribution of capital among the various 
spheres of production.) The social need, that is, the use value on a social 
scale, appears here as a determining factor for the amount of total social 
labour time which is expended in various specific spheres of production. But 
it is merely the same law which is already applied in the case of single 
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extent that agricultural production becomes commodity production, that is, to 
the same extent that non-agricultural production develops independently of 
agricultural production, for to that degree the agricultural product becomes 
commodity, exchange value, and value. In so far as commodity production 
and thus the production of value develops with capitalist production so does 
the production of surplus value and surplus product. But in the same 
proportion as the latter develops, landed property acquires the capacity of 
capturing an ever-increasing portion of this surplus value by means of its land 
monopoly and thereby, of raising the value of its rent and the price of the land 
itself. The capitalist still performs an active function in the development of 
this surplus value and surplus product. But the landowner need only 
appropriate the growing share in the surplus product and the surplus value, 
without having contributed anything to this growth [...] 
 Therefore, if, on the one hand, surplus value or, still more narrowly, 
the surplus product in general is explained instead of rent, the mistake is 
made, on the other hand, of ascribing exclusively to agricultural products a 
characteristic which belongs to all products in their capacity as commodities 
and values. This is vulgarised still more by those who pass from the general 
determination of value over to the rea1isation of the value of a specific 
commodity. Every commodity can realise its value only in the process of 
circulation, and whether it realises its value, or to what extent it does so, 
depends on prevailing market conditions. 
 It is not a singularity of ground rent, then, that agricultural products 
develop into, and as, values, i.e., that they confront other commodities as 
commodities, and that non-agricultural products confront them as 
commodities; or that they develop as specific expressions of social labour. 
The singularity of ground rent is rather that together with the conditions in 
which agricultural products develop as values (commodities), and together 
with the conditions in which their values are realised, there also grows the 
power of landed property to appropriate an increasing portion of these values, 
which were created without its assistance; and so an increasing portion of 
surplus value is transformed into ground rent. 
 

CHAPTER 38: DIFFERENTIAL RENT. GENERAL REMARKS 
 
 In the analysis of ground rent we shall begin with the assumption that 
products paying such a rent, products in which a portion of the surplus value, 
and therefore also a portion of the total price, resolves itself into ground rent, 
i.e., that agricultural as well as mining products are sold at their prices of 
production like all other commodities. (It suffices for our purposes to confine 
ourselves to agricultural and mining products.) In other words, their selling 
prices are made up of the elements of their cost (the value of consumed 



421 
 

 

constant and variable capital) plus a profit determined by the general rate of 
profit and calculated on the total advanced capital, whether consumed or not. 
We assume, then, that average selling prices of these products are equal to 
their prices of production. The question now arises how it is possible for 
ground rent to develop under these conditions, i.e., how it is possible for a 
portion of the profit to become transformed into ground rent, so that a portion 
of the commodity price falls to the landlord. 
 In order to demonstrate the general character of this form of ground 
rent, let us assume that most of the factories of a certain country derive their 
power from steam-engines, while a smaller number derive it from natural 
waterfalls. Let us further assume that the price of production in the former 
amounts to 115 for a quantity of commodities which have consumed a capital 
of 100. The 15% profit is calculated not solely on the consumed capital of 
100, but on the total capital employed in the production of this commodity 
value. We have previously shown that this price of production is not 
determined by the individual cost price of every single industrial 
producer, but by the average cost price of the commodity under average 
conditions of capital in the entire sphere of production. It is, in fact, the 
market price of production, the average market price as distinct from its 
oscillations. It is in general in the form of the market price, and, 
furthermore, in the form of the regulating market price, or market price 
of production, that the nature of the value of commodities asserts itself, 
its determination not by the labour time necessary in the case of any 
individual producer for the production of a certain quantity of 
commodities, or of some individual commodity, but by the socially 
necessary labour time; that is, by the labour time, required for the 
production of the socially necessary total quantity of commodity varieties 
on the market under the existing average conditions of social production. 
 As definite figures are immaterial in this case, we shall assume 
furthermore that the cost price in factories run on water-power is only 90 
instead of 100. Since the regulating market price of production of this 
quantity of commodities = 115, with a profit of 15%, the manufacturers who 
operate their machines on water power will also sell their commodities at 
115, i.e., the average price regulating the market price. Their profit would 
then be 25 instead of 15; the regulating price of production would allow them 
a surplus profit of 10% not because they sell their commodities above the 
price of production, but because they sell them at the price of production, 
because their commodities are produced, or their capital operates, under 
exceptionally favourable conditions, i.e., under conditions which are more 
favourable than the average prevailing in this sphere. 
 Two things become evident at once: 
 First, the surplus profit of the producers who use a natural waterfall 
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more and more. The determination of value by the socially necessary labour 
time asserts itself through the cheapening of commodities and the compulsion 
to produce commodities under the same favourable conditions. But matters 
are different with the surplus profit of an industrial capitalist who makes use 
of the waterfall. The increased productiveness of the labour used by him 
comes neither from the capital and labour itself, nor from the mere 
application of some natural force different from capital and labour but 
incorporated in the capital. It arises from the greater natural productiveness of 
labour bound up with the application of a force of Nature, but not a force of 
Nature that is at the command of all capital in the same sphere of production, 
as for example the elasticity of steam. In other words, its application is not to 
be taken for granted whenever capital is generally invested in this sphere of 
production. On the contrary, it is a monopolisable force of Nature which, like 
the waterfall, is only at the command of those who have at their disposal 
particular portions of the earth and its appurtenances. It is by no means within 
the power of capital to call into existence this natural premise for a greater 
productivity of labour in the same manner as any capital may transform water 
into steam. It is found only locally in Nature and, wherever it does not exist, 
it cannot be established by a definite investment of capital. It is not bound to 
goods which labour can produce, such as machines and coal, but to specific 
natural conditions prevailing in certain portions of land. Those manufacturers 
who own waterfalls exclude those who do not from using this natural force, 
because land, and particularly land endowed with water-power, is scarce [...] 
 Now let us assume that the waterfalls, along with the land to which 
they belong, are held by individuals who are regarded as owners of these 
portions of the earth, i.e., who are landowners. These owners prevent the 
investment of capital in the waterfalls and their exploitation by capital. They 
can permit or forbid such utilisation. But a waterfall cannot be created by 
capital out of itself. Therefore, the surplus profit which arises from the 
employment of this waterfall is not due to capital, but to the utilisation of a 
natural force which can be monopolised, and has been monopolised, by 
capital. Under these circumstances, the surplus profit is transformed into 
ground rent, that is, it falls into possession of the owner of a waterfall. If the 
manufacturer pays the owner of a waterfall £10 annually, then his profit is 
£15, that is, 15% on the £100 which then make up his cost of production; and 
he is just as well or possibly better off than all other capitalists in his sphere 
of production who operate with steam. It would not alter matters one bit if the 
capitalist himself should be the owner of a waterfall. He would, in such a 
case, pocket as before the surplus profit of £10 in his capacity as waterfall 
owner, and not in his capacity as capitalist; and precisely because this surplus 
does not stem from his capital as such, but rather from the control of a limited 
natural force distinct from his capital which can be monopolised, is it 
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transformed into ground rent. 
 First, it is evident that this rent is always a differential rent, for it does 
not enter as a determining factor into the general production price of 
commodities, but rather is based on it. It invariably arises from the difference 
between the individual production price of a particular capital having 
command over the monopolised natural force, on the one hand, and the 
general production price of the total capital invested in the sphere of 
production concerned, on the other. 
 Secondly, this ground rent does not arise from the absolute increase in 
the productiveness of employed capital, or labour appropriated by it, since 
this can only reduce the value of commodities; it is due to the greater relative 
fruitfulness of specific separate capitals invested in a certain production 
sphere, as compared with investments of capital which are excluded from 
these exceptional and natural conditions favouring productiveness. For 
instance, if the use of steam should offer overwhelming advantages not 
offered by the use of water-power, despite the fact that coal has value and the 
water-power has not, and if these advantages more than compensated for the 
expense, then, the water-power would not be used and could not produce any 
surplus profit, and therefore could not produce any rent. 
 Thirdly, the natural force is not the source of surplus profit, but only 
its natural basis, because this natural basis permits an exceptional increase in 
the productiveness of labour. In the same way, use value is in general the 
bearer of exchange value, but not its cause. If the same use value could be 
obtained without labour, it would have no exchange value, yet it would 
retain, as before, the same natural usefulness as use value. On the other hand, 
nothing can have exchange value unless it has use value, i.e., unless it is a 
natural bearer of labour. Were it not for the fact that the various values are 
averaged out into prices of production, and the various individual prices of 
production into a general price of production regulating the market, the mere 
increase in productivity of labour through utilisation of the waterfall would 
merely lower the price of commodities produced with the aid of this 
waterfall, without increasing the share of profit contained in these 
commodities. Similarly, on the other hand, this increased productivity of 
labour itself would not be converted into surplus value were it not for the fact 
that capital appropriates the natural and social productivity of the labour used 
by it as its own. 
 Fourthly, the private ownership of the waterfall in itself has nothing 
to do with the creation of the surplus value (profit) portion, and therefore, of 
the price of the commodity in general, which is produced by means of the 
waterfall. This surplus profit would also exist if landed property did not exist; 
for instance, if the land on which the waterfall is situated were used by the 
manufacturer as unclaimed land. Hence landed property does not create the 
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say, the price of wheat must have risen to 20 shillings per quarter. When it 
had risen to 30 shillings per quarter, B could be taken under cultivation, and 
when it reached 60 shillings A could be taken under cultivation; and the 
capital invested did not have to content itself with a rate of profit lower than 
20%. In this manner, a rent was established for D, first of 5 shillings per 
quarter = 20 shillings for the 4 quarters produced by it; then of 15 shillings 
per quarter = 60 shillings, then of 45 shillings per quarter = 180 shillings for 
4 quarters. 
 If the rate of profit of D originally was similarly = 20 %, then its total 
profit on 4 quarters of wheat was also but 10 shillings, but this represented 
more grain when the price was 15 shillings than it does when the price is 60 
shillings. But since the grain enters into the reproduction of labour power, 
and part of each quarter has to make good some portion of wages and another 
constant capital, the surplus value under these conditions was higher, and 
thus other things being equal the rate of profit too. (The matter of rate of 
profit will have to be specially analysed, and in greater detail.) 
 On the other hand, if the sequence were in the reverse order, that is, if 
the process initiated from A, then the price of wheat at first would rise above 
60 shillings per quarter when new land would have to be taken under 
cultivation. But since the necessary supply would be produced by B, a supply 
of 2 quarters, the price would fall to 60 shillings again, for B produced wheat 
at a cost of 30 shillings per quarter, but sold it at 60 shillings because the 
supply just sufficed to cover the demand. Thus a rent was formed, first of 60 
shillings for B, and in the same way for C and D; it is assumed throughout 
that the market price remained at 60 shillings, although C and D produced 
wheat having an actual value of 20 and 15 shillings per quarter respectively, 
because the supply of the one quarter produced by A was needed as much as 
ever to satisfy the total demand. In this case, the increase in demand above 
supply, which was first satisfied by A, then by A and B, would not have made 
it possible to cultivate B, C and D successively, but would merely have 
caused a general extension of the sphere of cultivation, and the more fertile 
lands might only later come under cultivation. 
 In the first sequence, an increase in price would raise the rent and 
decrease the rate of profit. Such a decrease might be entirely or partially 
checked by counteracting circumstances. This point will have to be treated 
later in more detail. It should not be forgotten that the general rate of profit is 
not determined uniformly in all spheres of production by the surplus value. It 
is not the agricultural profit which determines industrial profit, but vice versa. 
But of this more anon. 
 In the second sequence the rate of profit on invested capital would 
remain the same. The amount of profit would be represented by less grain; 
but the relative price of grain, compared with that of other commodities, 
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reflection thrown by capital and labour on uncultivated land. 
 [Progress] in extending cultivated land generally takes place either 
toward inferior soil or on the various given types of soil in varying 
proportions, depending on the manner in which they are met. Extension on 
inferior soil is naturally never made voluntarily, but can only result from 
rising prices, assuming a capitalist mode of production, and can only result 
from necessity under any other mode of production. However, this is not 
absolutely so. Poor soil may be preferred to a relatively better soil on account 
of location, which is of decisive importance for every extension of cultivation 
in young countries; furthermore, even though the soil formation in a certain 
region may generally be classified as fertile, it may nevertheless consist of a 
motley confusion of better and worse soils, so that the inferior soil may have 
to be cultivated if only because it is found in the immediate vicinity of the 
superior soil. If inferior soil is surrounded by superior soil, then the latter 
gives it the advantage of location in comparison with more fertile soil which 
is not yet, or is about to become, part of the cultivated area. Thus, the State of 
Michigan was one of the first Western States to become an exporter of grain. 
Yet its soil on the whole is poor. But its proximity to the State of New York 
and its water-ways via the Lakes and Erie Canal initially gave it the 
advantage over the States endowed by Nature with more fertile soil, but 
situated farther to the West [...] 
 

CHAPTER 40: SECOND FORM OF DIFFERENTIAL RENT 
(DIFFERENTIAL RENT II) 

 
 Thus far we have considered differential rent only as the result of 
varying productivity of equal amounts of capital invested in equal areas of 
land of different fertility, so that differential rent was determined by the 
difference between the yield from the capital invested in the worst, rentless 
soil and that from the capital invested in superior soil. We had side by side 
capitals invested in different plots of land, so that every new investment of 
capital signified a more extensive cultivation of the soil, an expansion of 
cultivated area. In the last analysis, however, differential rent was by its 
nature merely the result of the different productivity of equal capitals 
invested in land. But can it make any difference if capitals of different 
productivity are invested successively in the same plot of land or side by side 
in different plots of land, provided the results are the same? 
 To begin with, there is no denying that, in so far as the formation of 
surplus profit is concerned, it is immaterial whether £3 in production price 
per acre of A yield 1 qr, so that £3 is the price of production and the 
regulating market price of 1 qr, while £3 in production price per acre of B 
yield 2 qrs, and thereby £3 of surplus profit, similarly, £3 in production price 
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in the formation of differential rent for the more productively invested 
portions of capital. It is still the soil which, now as before, shows different 
fertility with the same investment of capital, save that here the same soil 
performs for a capital successively invested in different portions what various 
kinds of soil do in the case of differential rent I for different equal portions of 
social capital invested in them [...] 
 

CHAPTER 45: ABSOLUTE GROUND RENT 
 
 In the analysis of differential rent we proceeded from the assumption 
that the worst soil does not pay any ground rent; or, to put it more generally, 
only such land pays ground rent whose product has an individual price of 
production below the price of production regulating the market, so that in this 
manner a surplus profit arises which is transformed into rent. It is to be noted, 
to begin with, that the law of differential rent as such is entirely independent 
of the correctness or incorrectness of this assumption. 
 Let us call the general price of production, by which the market is 
regulated, P. Then, P coincides with the individual price of production of the 
output of the worst soil A; i.e., its price pays for the constant and variable 
capital consumed in production plus the average profit ( = profit of enterprise 
plus interest). 
 The rent in this case is equal to zero. The individual price of 
production of the next better soil B is = P´, and P > P´; that is, P pays for 
more than the actual price of production of the product of soil B. Let us now 
assume that P - P´ = d; d, the excess of P over P´, is therefore the surplus 
profit which the farmer of soil type B realises. This d is transformed into rent, 
which must be paid to the landlord. Let P´´ be the actual price of production 
of the third type of soil C, and P - P´´ = 2d; then this 2d is converted into rent; 
similarly, let P´´´ be the individual price of production of the fourth type of 
soil D, and P - P´´´ = 3d, which is transformed into ground rent, etc. Now let 
us assume the premise for soil A, that rent = 0 and therefore the price of its 
product = P + 0, is erroneous. Assume rather that it, too, yields rent = r. In 
that case, two different conclusions follow. 
 First: The price of the product of soil A would not be regulated by the 
price of production on the latter, but would include an excess above this 
price, i.e., would be = P + r. Because assuming the capitalist mode of 
production to be functioning normally, that is, assuming that the excess r 
which the farmer pays to the landlord represents neither a deduction from 
wages nor from the average profit of capital, the farmer can only pay it by 
selling the product above its price of production, thus, yielding him surplus 
profit if he did not have to turn over this excess to the landlord in the form of 
rent. The regulating market price of the total output on the market derived 



436 
 

 

from all soils would then not be the price of production which capital 
generally yields in all spheres of production, i.e., a price equal to costs plus 
average profit, but rather the price of production plus the rent, P + r, and not 
P. For the price of the product of soil A represents generally the limit of the 
regulating general market price, i.e., the price at which the total product can 
be supplied, and to that extent it regulates the price of this total product. 
 But secondly: Although the general price of agricultural products 
would in this case be significantly modified, the law of differential rent 
would nevertheless in no way lose its force. For if the price of the product of 
soil A, and thereby the general market price = P + r, the price for soils B, C, 
D, etc., would likewise = P + r. But since P - P´ = d for soil B, then (P + r) - 
(P´ + r) would likewise = d, and P - P´´ = (P + r) - (P´´ + r) = 2d for soil C; 
and finally P - P´´´ = (P + r) - (P´´´ + r) = 3d for soil D, etc. Thus the 
differential rent would be the same as before and would be regulated by the 
same law, although the rent would include an element independent of this law 
and would show a general increase together with the price of the agricultural 
product. It follows, then, that no matter what the case may be as regards the 
rent of the least fertile soils, the law of differential rent is not only 
independent of it, but that the only manner of grasping differential rent in 
keeping with its character is to let the rent on soil A = 0. Whether this actually 
= 0 or > 0 is immaterial so far as the differential rent is concerned, and, in 
fact, does not come into consideration. 
 The law of differential rent, then, is independent of the results of the 
following study. 
 If we were now to inquire more deeply into the basis of the 
assumption that the product of the worst soil A does not yield any rent, the 
answer would of necessity be as follows: If the market price of the 
agricultural product, say grain, attains that level where an additional 
investment of capital in soil A results in the usual price of production, i.e., the 
usual average profit on the capital is yielded, then this condition suffices for 
investing the additional capital in soil A. In other words, this condition is 
sufficient for the capitalist to invest new capital yielding the usual profit and 
to employ it in the normal manner. 
 It should be noted here that in this case, too, the market price must be 
higher than the price of production of A. For as soon as the additional supply 
is created, it is evident that the relation between supply and demand becomes 
altered. Formerly the supply was insufficient. Now it is sufficient. Hence the 
price must fall. In order to fall, it must have been higher than the price of 
production of A. But due to the fact that soil A newly taken under cultivation 
is less fertile, the price does not fall again as low as when the price of 
production of soil B regulated the market. The price of production of A 
constitutes the limit, not for the temporary but for the relatively permanent 
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rise of the market price. On the other hand, if the new soil taken under 
cultivation is more fertile than the hitherto regulating soil A, and yet only 
suffices to meet the increased demand, then the market price remains 
unchanged. The investigation of the question whether the poorest type of soil 
yields rent, however, coincides in this case too with our present inquiry, for 
here too the assumption that soil A does not yield any rent would be 
explained by the fact that the market price is sufficient for the capitalist 
farmer to exactly cover, with this price, the invested capital plus the average 
profit; in brief, it would be explained by the fact that the market price yields 
him the price of production of his commodities. 
 At any rate, the capitalist farmer can cultivate soil A under these 
conditions, inasmuch as he, as capitalist, has such power of decision. The 
prerequisite for the normal expansion of capital in soil A is now present. But 
from the premise that the capitalist farmer can now invest capital in soil A 
under average conditions for the expansion of capital, even if he did not have 
to pay any rent, it nowise follows that this land, belonging to category A, is 
now at the disposal of the farmer without further ado. The fact that the tenant 
farmer could realise the usual profit on his capital did he not have to pay any 
rent, is by no means a basis for the landlord to lend his land gratis to the 
farmer and to become so philanthropic as to grant crédit gratuit for the sake 
of a business friendship. Such an assumption would mean the abstraction of 
landed property, the elimination of landownership, and it is precisely the 
existence of the latter that constitutes a limitation to the investment of capital 
and the free expansion of capital in the land. This limitation does not at all 
disappear before the simple reflection of the farmer that the level of grain 
prices would enable him to realise the usual profit from the investment of his 
capital in the exploitation of soil A did he not have to pay any rent; in other 
words, if he could proceed in effect as though landed property did not exist. 
But differential rent presupposes the existence of a monopoly in land 
ownership, landed property as a limitation to capital, for without it surplus 
profit would not be transformed into ground rent nor fall to the share of the 
landlord instead of the farmer. And landed property as a limitation continues 
to exist even when rent in the form of differential rent disappears, i.e., on soil 
A. If we consider the cases in a country with capitalist production, where the 
investment of capital in the land can take place without payment of rent, we 
shall find that they are all based on a de facto abolition of landed property, if 
not also the legal abolition; this, however, can only take place under very 
specific circumstances which are by their very nature accidental. [For 
example, when] the landlord is himself a capitalist, or the capitalist is himself 
a landlord. In this case he may himself manage his land as soon as market 
price has risen sufficiently to enable him to get, from what is now soil A, the 
price of production, that is, replacement of capital plus average profit. But 
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partly exclude that general equalisation of surplus value to an average 
profit, then it is evident that the excess of the value of commodities in 
such spheres of production over their price of production would give rise 
to a surplus profit, which could be converted into rent and such made 
independent with respect to profit. Such an alien force and barrier are 
presented by landed property, when confronting capital in its endeavour 
to invest in land; such a force is the landlord vis-à-vis the capitalist. 
 Landed property is here the barrier which does not permit any new 
investment of capital in hitherto uncultivated or unrented land without 
levying a tax, or in other words, without demanding a rent, although the land 
to be newly brought under cultivation may belong to a category which does 
not yield any differential rent and which, were it not for landed property, 
could have been cultivated even at a small increase in market price, so that 
the regulating market price would have netted to the cultivator of this worst 
soil solely his price of production. But owing to the barrier raised by landed 
property, the market price must rise to a level at which the land can yield a 
surplus over the price of production, i.e., yield a rent. However, since the 
value of the commodities produced by agricultural capital is higher than their 
price of production, according to our assumption, this rent (save for one case 
which we shall discuss forthwith) forms the excess of value over the price of 
production, or a part of it. Whether the rent equals the entire difference 
between the value and price of production, or only a greater or lesser part of 
it, will depend wholly on the relation between supply and demand and on the 
area of land newly taken under cultivation. So long as the rent does not equal 
the excess of the value of agricultural products over their price of production, 
a portion of this excess will always enter into the general equalisation and 
proportional distribution of all surplus value among the various individual 
capitals. As soon as the rent does equal the excess of the value over the price 
of production, this entire portion of surplus value over and above the average 
profit will be withdrawn from this equalisation. But whether this absolute 
rent equals the whole excess of value over the price of production, or just a 
part of it, the agricultural products will always be sold at a monopoly price, 
not because their price exceeds their value, but because it equals their value, 
or because their price is lower than their value but higher than their price of 
production. Their monopoly would consist in the fact that, unlike other 
products of industry whose value is higher than the general price of 
production, they are not levelled out to the price of production. Since one 
portion of the value, as well as of price of production, is an actually given 
constant, namely the cost price, representing the capital = k used up in 
production, their difference consists in the other, the variable portion, the 
surplus value, which equals p, the profit, in the price of production, i.e., 
equals the total surplus value calculated on the social capital and on every 
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reproduce life, so must civilised man, and he must do so in all social 
formations and under all possible modes of production. With his development 
this realm of physical necessity expands as a result of his wants; but, at the 
same time, the forces of production which satisfy these wants also increase. 
Freedom in this field can only consist in socialised man, the associated 
producers, rationally regulating their interchange with Nature, bringing it 
under their common control, instead of being ruled by it as by the blind 
forces of Nature; and achieving this with the least expenditure of energy and 
under conditions most favourable to, and worthy of, their human nature. But 
it nonetheless still remains a realm of necessity. Beyond it begins that 
development of human energy which is an end in itself, the true realm of 
freedom, which, however, can blossom forth only with this realm of necessity 
as its basis. The shortening of the working day is its basic prerequisite. 
 In a capitalist society, this surplus value, or this surplus product 
(leaving aside chance fluctuations in its distribution and considering only its 
regulating law, its standardising limits), is divided among capitalists as 
dividends proportionate to the share of the social capital each holds. In this 
form surplus value appears as average profit which falls to the share of 
capital, an average profit which in turn divides into profit of enterprise and 
interest, and which under these two categories may fall into the laps of 
different kinds of capitalists. This appropriation and distribution of surplus 
value, or surplus product, on the part of capital, however, has its barrier in 
landed property. Just as the operating capitalist pumps surplus labour, and 
thereby surplus value and surplus product in the form of profit, out of the 
labourer, so the landlord in turn pumps a portion of this surplus value, or 
surplus product, out of the capitalist in the form of rent in accordance with 
the laws already elabourated. 
 Hence, when speaking here of profit as that portion of surplus 
value falling to the share of capital, we mean average profit (equal to 
profit of enterprise plus interest) which is already limited by the 
deduction of rent from the aggregate profit (identical in mass with 
aggregate surplus value); the deduction of rent is assumed. Profit of 
capital (profit of enterprise plus interest) and ground rent are thus no 
more than particular components of surplus value, categories by which 
surplus value is differentiated depending on whether it falls to the share 
of capital or landed property, headings which in no whit however alter its 
nature. Added together, these form the sum of social surplus value. Capital 
pumps the surplus labour, which is represented by surplus value and surplus 
product, directly out of the labourers. Thus, in this sense, it may be regarded 
as the producer of surplus value. Landed property has nothing to do with the 
actual process of production. Its role is confined to transferring a portion of 
the produced surplus value from the pockets of capital to its own. However, 
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the landlord plays a role in the capitalist process of production not merely 
through the pressure he exerts upon capital, nor merely because large landed 
property is a prerequisite and condition of capitalist production since it is a 
prerequisite and condition of the expropriation of the labourer from the 
means of production, but particularly because he appears as the 
personification of one of the most essential conditions of production. 
 Finally, the labourer in the capacity of owner and seller of his 
individual labour power receives a portion of the product under the label of 
wages, in which that portion of his labour appears which we call necessary 
labour, i.e., that required for the maintenance and reproduction of this labour 
power, be the conditions of this maintenance and reproduction scanty or 
bountiful, favourable or unfavourable. 
 Whatever may be the disparity of these relations in other respects, 
they all have this in common: Capital yields a profit year after year to the 
capitalist, land a ground rent to the landlord, and labour power, under normal 
conditions and so long as it remains useful labour power, a wage to the 
labourer. These three portions of total value annually produced, and the 
corresponding portions of the annually created total product (leaving aside 
for the present any consideration of accumulation), may be annually 
consumed by their respective owners, without exhausting the source of their 
reproduction. They are like the annually consumable fruits of a perennial tree, 
or rather three trees; they form the annual incomes of three classes, capitalist, 
landowner and labourer, revenues distributed by the functioning capitalist in 
his capacity as direct extorter of surplus labour and employer of labour in 
general. Thus, capital appears to the capitalist, land to the landlord, and 
labour power, or rather labour itself, to the labourer (since he actually sells 
labour power only as it is manifested, and since the price of labour power, as 
previously shown, inevitably appears as the price of labour under the 
capitalist mode of production), as three different sources of their specific 
revenues, namely, profit, ground rent and wages. They are really so in the 
sense that capital is a perennial pumping-machine of surplus labour for the 
capitalist, land a perennial magnet for the landlord, attracting a portion of the 
surplus value pumped out by capital, and finally, labour the constantly self-
renewing condition and ever self-renewing means of acquiring under the title 
of wages a portion of the value created by the labourer and thus a part of the 
social product measured by this portion of value, i.e., the necessities of life. 
They are so, furthermore, in the sense that capital fixes a portion of the value 
and thereby of the product of the annual labour in the form of profit; landed 
property fixes another portion in the form of rent; and wage labour fixes a 
third portion in the form of wages, and precisely by this transformation 
converts them into revenues of the capitalist, landowner, and labourer, 
without, however, creating the substance itself which is transformed into 
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has the appearance of being as definite a basis as labour itself and of 
introducing a determining element that is independent of labour and resulting 
from the nature of capital. In Book II we naturally had to present this sphere 
of circulation merely with reference to the form determinations which it 
created and to demonstrate the further development of the structure of capital 
taking place in this sphere. But in reality this sphere is the sphere of 
competition, which, considered in each individual case, is dominated by 
chance; where, then, the inner law, which prevails in these accidents and 
regulates them, is only visible when these accidents are grouped together in 
large numbers, where it remains, therefore, invisible and unintelligible to the 
individual agents in production. But furthermore: the actual process of 
production, as a unity of the direct production process and the circulation 
process, gives rise to new formations, in which the vein of internal 
connections is increasingly lost, the production relations are rendered 
independent of one another, and the component values become ossified into 
forms independent of one another. 
 The conversion of surplus value into profit, as we have seen, is 
determined as much by the process of circulation as by the process of 
production. Surplus value, in the form of profit, is no longer related back to 
that portion of capital invested in labour from which it arises, but to the total 
capital. The rate of profit is regulated by laws of its own, which permit, or 
even require, it to change while the rate of surplus value remains unaltered. 
All this obscures more and more the true nature of surplus value and thus the 
actual mechanism of capital. Still more is this achieved through the 
transformation of profit into average profit and of values into prices of 
production, into the regulating averages of market prices. A complicated 
social process intervenes here, the equalisation process of capitals, which 
divorces the relative average prices of the commodities from their values, as 
well as the average profits in the various spheres of production (quite aside 
from the individual investments of capital in each particular sphere of 
production) from the actual exploitation of labour by the particular capitals. 
Not only does it appear so, but it is true in fact that the average price of 
commodities differs from their value, thus from the labour realised in them, 
and the average profit of a particular capital differs from the surplus value 
which this capital has extracted from the labourers employed by it. The value 
of commodities appears, directly, solely in the influence of fluctuating 
productivity of labour upon the rise and fall of the prices of production, upon 
their movement and not upon their ultimate limits. Profit seems to be 
determined only secondarily by direct exploitation of labour, in so far as the 
latter permits the capitalist to realise a profit deviating from the average profit 
at the regulating market prices, which apparently prevail independent of such 
exploitation. Normal average profits themselves seem immanent in capital 
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