
Marx Capital Part 2: The Transformation of Money into Capital 

Chapter 4: The General Formula for Capital 

Re-cap on previous sections: commodity exchange --> money (“the first form of appearance of 

capital”) 

But money as money is distinct from money as capital. 

Money as money (i.e. medium of exchange): 

C-M-C (use-value driven – i.e. exchange in order to be able to consume different use values) 

Money as capital (i.e. buying in order to sell, and to increase value “buying in order to sell dearer” 

(p.256)): 

M-C-M’ (exchange-value driven – i.e. exchange in order to increase ownership of (exchange) value) 

∆M = “surplus value” (and motivates entry into the sphere of circulation for the money-owner 

/capitalist/Mr. Moneybags) 

This is a process of “valorization” 

Once the circulation is complete it requires re-entering (if money is to remain as capital – i.e. to 

stand a chance of continuing to be valorized) – “the circulation of money as capital is an end in itself, 

for the valorization of value takes place only within this constantly renewed movement. The 

movement of capital is therefore limitless.” (p.253, emphasis added). 

Capitalist (as Traeger) therefore seeks only the valorization of value “it is only in so far as the 

appropriation of ever more wealth in the abstract is the sole driving force behind his operations that 

he functions as a capitalist, i.e. as capital personified and endowed with consciousness and a will. 

Use-values must therefore never be treated as the immediate aim of the capitalist; nor must the 

profit on any single transaction. His aim is rather the unceasing movement of profit-making. This 

boundless drive for enrichment, this passionate chase after value, is common to the capitalist and 

the miser; but while the miser is merely a capitalist gone mad, the capitalist is a rational miser. The 

ceaseless augmentation of value, which the miser seeks to attain by saving his money from 

circulation, is achieved by the more acute capitalist by means of throwing his money again and again 

into circulation.” (pp. 254-5). 

The process of circulation M-C-M’ is therefore a process of valorization; in which value (as capital) 

remains value (as capital) throughout; with the process of valorization being the goal throughout. 

This is a process of self-valorization. “It is constantly changing from one form into the other, without 

becoming lost in this movement; it thus becomes transformed into an automatic subject. If we pin 

down the specific forms of appearance assumed in turn by self-valorizing value in the course of its 

life, we reach the following elucidation: capital is money, capital is commodities. In truth, however, 

value is here the subject of a process in which, whilst constantly assuming the form in turn of money 

and commodities, it changes its own magnitude, throws off surplus-value from itself considered as 

original value, and thus valorizes itself independently. For the movement in the course of which it 

adds surplus-value is its own movement, its valorization is therefore self-valorization.” (p.255) 



“M-C-M’ is in fact therefore the general formula for capital, in the form in which it appears fdirectly 

in the sphere of circulation.” (p.257). 

 

Chapter 5: Contradictions in the General Formula 

The exchange of commodities cannot generate extra value, as the same quantity of value remains in 

place throughout the process of exchange (all that changes is that use-value is achieved through the 

sharing of commodities) – this must be so because the exchange of commodities is about the 

exchange of equivalents (which as we have seen must be measured in terms of socially necessary 

labour time, i.e. exchange value): “In its pure form, the exchange of commodities is an exchange of 

equivalents, and thus it is not a method of increasing value.” (p.261). 

Any of the bourgeois economists who believe that at the point of equilibrium between demand and 

supply that profit or surplus value is created are therefore sadly mistaken and have probably 

confused use-value and exchange-value: e.g. Condillac. 

What about the exchange of non-equivalents? 

Whilst this obviously transcends the principle of equivalent exchange which underpins the exchange 

process, it nevertheless occurs (because, in reality, price≠ value). This would have no debt gain and 

simply be inflationary/deflationary and/or to change the distribution in favour of those who benefit 

from unequal exchange. Even in the latter instance (i.e. systematic buying (selling) under  (above) 

value ) this won’t produce an increase in value.  [and anyway would be to transcend the principle of 

equivalence upon which exchange rests] 

“However must we twist and turn, the final conclusion remains the same. If equivalents are 

exchanged, no surplus-value results, and if non-equivalents are exchanged, we still have no surplus-

value. Circulation, or the exchange of commodities, creates no surplus-value”. (p.266) 

Equally capital cannot valorize outside of the process of circulation (as anything that we do to 

commodities outside of the sphere of circulation will simply be adding labour time/value and 

therefore not creating surplus value). 

Paradox – valorization cannot occur within or outwith the sphere of circulation: 

“Capital cannot therefore arise from circulation, and it is equally impossible for it to arise apart from 

circulation. It must have its origin both in circulation and not in circulation.  

“We therefore have a double result. 

“The transformation of money into capital has to be developed on the basis of the immanent laws of 

the exchange of commodities, in such a way that the starting-point is the exchange of equivalents. 

The money-owner, who is as yet only a capitalist in larval form, must buy his commodities at their 

value, sell them at their value, and yet at the end of the process withdraw more value from 

circulation than he threw into it at the beginning. His emergence as a butterfly must, and yet must 

not, take place in the sphere of circulation. These are the conditions of the problem. Hic Rhodus, hic 

salta!” (pp.268-9) 



 

Chapter 6: The Sale and Purchase of Labour-Power 

If the process of valorization occurs somewhere in the M-C-M’ process it must be in the commodity 

(as M is just money, and C-M’ is simply a process of equivalent exchange). It must therefore be a 

change in the commodity. “The change can therefore originate only in teh actual use-value of the 

commodity, i.e. in its consumption.” (p.270). 

This unique commodity is of course labour power – the consumption of which is actually the 

creation of value. 

“In order to extract value out of the consumption of a commodity, our friend the money-owner must 

be lucky enough to find within the sphere of circulation, on the market, a commodity whose use-

value possesses the peculiar property of being a source of value, whose actual consumption is 

therefore itself an objectification of labour, hence a creation fo value. The possessor of money does 

find such a special commodity on the market: the capacity for labour, in other words labour-power.” 

(p.270). 

[Maybe we can consider this to be the expenditure of human energy?] 

“We mean by labour-power, or labour-capacity, the aggregate of those mental and physical 

capabilities existing in teh physical form, the living personality, of a human being, capabilities which 

he sets in motion whenever he produces a use-value of any kind.” (p.270) – also see on page 275: 

“The labour-power withdrawn from the market by wear and tear, and by death, must be continually 

replaced by, at the very least, an equal amount of fresh labour-power.” 

In order for this situation to arise the owner of the labour-power must sell it on a contractual basis; 

and must be compelled to do so (i.e. unable to sell other types of commodities). 

The worker who sells her labour-power must therefore be doubly free: “that as a free individual he 

can dispose of his labour-power as his own commodity, and that , on the other hand, he has no 

other commodity for sale, i.e. he is rid of them, he is free of all the objected needed for realization of 

his labour-power.” (p.272-3).  

This is a historically specific social construction. It is specific to the capitalist mode of production. 

(p.273) 

This is a historical development that occurs over time as a result of division of labour. Thus, neither 

the production of commodities, nor the use of money, are defining features of capitalism. What is 

central and key as a defining feature of capitalism, however, is the existence of the free worker: “The 

historical condition of its [capital’s] existence are by no means given with the mere circulation of 

money and commodities. It arises only when the owner of the means of production and subsistence 

finds the free worker available, on the market, as the seller of his own labour-power. And this on 

historical pre-condition comprises a world’s history. Capital, therefore, announces from the outset a 

new epoch in the process of social production.” (p.274). 

The value of labour power is the amount of socially necessary labour time required to reproduce the 

worker in a form that will enable her to re-enter the workplace on a daily basis; this includes the 



costs of reproduction; and the costs of education/training. Thus: “The ultimate or minimum limit of 

the value of labour-power is formed by the value of the commodities which have to be supplied 

every day to the bearer of labour-power, the man, so that he can renew his life-process.”(p.276) 

Once the buyer (capitalist) has bought the labour-power, he then needs to consume it:  “The process 

of the consumption of labour-power is at the same time the production process of commodities and 

of surplus-value. The consumption of labour-power is completed, as in the case of every other 

commodity, outside the market or the sphere of circulation. Let us therefore, in company with the 

owner of money and the owner of labour-power, leave this noisy sphere, where everything takes 

place on the surface and in full view of everyone, and follow them into the hidden abode of 

production, on whose threshold there hangs the notice ‘No admittance except on business’. Here we 

shall see, not only how capital produces, but how capital is itself produced. The secret of profit-

making must at last be laid bare. 

“The sphere of circulation or commodity exchange, within whose boundaries the sale and purchase 

of labour-power goes on, is in face a very Eden of the innate rights of man. It is the exclusive realm 

of Freedom, Equality, Property and Bentham. Freedom, because both buyer and seller of a 

commodity, let us say of labour-power, are determined only by their own free will. They contract as 

free persons, who are equal before the law. Their contract is the final result in which their joint will 

finds a common legal expression. Equality, because each enters into relation with the other, as with 

a simple owner of commodities, and they exchange equivalent for equivalent. Property, because 

each disposes only of what is his own. And Bentham, because ieach looks only to his own advantage. 

The only forces bringing them together, and putting  them into relation with each other, is the 

selfishness, and the gain and the private interest of each. Each pays heed to himself only , and no 

one worries about the others. And precisely for that reason, either in accordance with the pre-

established harmony of things, or under the auspices of an omniscient providence, they all work 

together to their mutual advantage, for the common weal, and in the common interest.  

“When we leave the sphere of simple circulation or the exchange of commodities, which provides 

the ‘free-trader vulgaris’ with his views, his concepts and standard by which he judges the society of 

capital and wage-labour, a certain change takes place, or so it appears, in the physiognomy of our 

dramatis personae. He who was previously the money-owner now strides out in front as a capitalist; 

the possessor of labour-power follows as his worker. The one smirks self-importantly and is intent 

on business; the other is timid and holds back, like someone who has brought his own hide to 

market and now has nothing else to expect but – a tanning.” (p.280) 

Comment [D1]: This also sounds very 

much like the premises underpinning 

Rawls’ theory of justice? Rawls, A Theory of 

Justice: “the guiding idea is that the 

principles of justice for the basic structure 

of society are the object of the original 

agreement. They are the principles that 

free and rational persons concerned to 

further their own interests would accept in 

an initial position of equality as defining 

the fundamental terms of their association. 

[...] The choice which rational men would 

make in this hypothetical situation of equal 

liberty, assuming for the present that this 

choice problem has a solution, determines 

the principles of justice. [...] it will then be 

true that whenever social institutions 

satisfy these principles those engaged in 

them can say to one another that they are 

cooperating on terms to which they would 

agree if they were free and equal persons 

whose relations with respect to one 

another were fair. [...]  One feature of 

justice as fairness is to think of the parties 

in the initial situation as rational and 

mutually disinterested. This does not mean 

that the parties are egoists, that is , 

individual with only certain kinds of 

interests, say  in wealth, prestige, and 

domination. But they are conceived as not 

taking an interest in one another’s 

interests. They are to presume that even 

their spiritual aims may be opposed, in the 

way that the aims of those of different 

religions may be opposed. Moreover, the 

concept of rationality must be interpreted 

as far as possible in the narrow sense, 

standard in economic theory, of taking the 

most effective means to given ends. [ ...] 

Together with the veil of ignorance, these 

conditions define the principles of justice 

as those which rational persons concerned 

to advance their interests would consent to 

as equals when none are known  to be 

advantaged or disadvantaged by social and 

natural contingencies.” (chapter 1, sections 

3 and 4). 


