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Part Four 
The Transformation of Commodity Capital and Money Capital into 
Commercial Capital and Money-Dealing Capital (Merchant’s 
Capital)  



2 

Chapter 16: Commercial Capital 
‘Commercial capital’1 and ‘money-dealing capital’2 are subdivisions of what Marx calls ‘merchant’s capital’3 (or 
‘trading capital’4). ‘[M]odern economics, [...] even its best representatives, lump trading capital and industrial 
capital directly together and in fact completely overlook trading capital’s characteristic peculiarities.’5 

 

* * * 

 

I The functional forms of industrial capital6 

We saw in volume 2 that industrial capital describes a cyclical movement, transforming itself from money, into 
commodities (means of production and labour-power), production itself, commodity product, and then money 
again. The movement was described thus: 

 

M–C ... P ... C′–M′ . M–C ... P ... C′–M′ . M–C ... P ... etc.7 

 

As it traverses this movement, industrial capital value assumes the functionally distinct physical forms of, in turn, 
money capital, productive capital, commodity capital, and then money capital again. (And that it does assume 
these forms is definitional to ‘industrial capital’ itself8). Aside from production, which is a process, each of these 
forms is distinct in virtue of its function in the valorisation of value, i.e. is distinct in terms of use-value; but each 
is capital in virtue of the place of this form within the overall movement of capital in its journey of valorisation 
and its relations with the other forms in which this journey consists. In understanding this movement 
(composed of a succession of ‘metamorphoses’ in the sense that Marx deployed the term in his description of 
the sale and purchase of commodities in volume 19) it is important to see the fundamental distinction between 
the forms of capital in circulation – money capital and commodity capital – on the one side and production – 
productive capital – on the other.10 

 

II  The independent nature of merchants’ capital 

At any given moment in time, therefore, a part of the total social capital will exist in circulation, one part in the 
form of commodity capital (and another in the form of money capital). With regard to the former, commodity 
capital, Marx comments that ‘[i]n as much as this function acquires independent life as a special function of a 

                                                 
1 ‘Warenhandlungskapital’, literally ‘commodity-dealing capital’. 
2 ‘Geldhandlungskapital’. 
3 ‘Kaufmännisches Kapital’; ‘Kaufmann’ = merchant (‘Kauf’ = a purchase). 
4 ‘Handelskapital’; ‘Handel’ = trade (in the sense of buying and selling, rather than a profession).  
5 Karl Marx, Capital volume 3 (Harmondsworth, 1981) [hereafter C3], p. 379. 
6 Where I insert my own subheads they appear, as here, in sans serif type. 
7 For details, see the first four chapters of Karl Marx, Capital, vol. 2  (Harmondsworth, 1978) [hereafter C2]. 
8 ‘The capital that assumes these forms [of money capital, productive capital and commodity capital] in the course of its 
total circuit, discards them again and fulfils in each of them its appropriate function, is industrial capital – industrial here in 
the sense that it encompasses every branch of production that is pursued on a capitalist basis.’ C2, p. 133. 
9 Karl Marx, Capital, vol. 1 (Harmondsworth, 1990), pp. 198ff. 
10 ‘The two forms that the capital value assumes within its circulation stages are those of money capital and commodity capital; 
the form pertaining to the production stage is that of productive capital.’ C2, p. 133. 
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special capital and is fixed by the division of labour as a function that falls to a particular species of capitalists, 
commodity capital becomes commodity-dealing capital [...].’11 We need to unpack this remark a little. 

Commodity capital is a functional form of industrial capital, and industrial capital is distinguished by the fact that 
at assumes in turn the forms of money capital, productive capital and commodity capital.  Commercial 
(commodity-dealing) capital is commercial and not industrial insofar as it functions exclusively in the circulation 
process: commercial (commodity-dealing) capital is ‘the transformed form of a portion of this [...] capital [in 
circulation] which is always to be found on the market, in the course of its metamorphosis, and perpetually 
confined to the circulation sphere.’12  

What is specific then to the commodity-dealing capitalist? Like any other capitalist, she advances a certain sum 
of money with the intention of transforming it into a larger one: to transform M into M + ∆M. As she is a 
commodity-dealing capitalist, it is obvious that her capital first appears on the market in the form of money 
capital: she ‘does not produce any commodities [...] [herself] but simply deals in them, facilitating their 
movement; and in order to deal in them, [s]he must first buy them, and be therefore the possessor of money 
capital.’13 

For example. A commodity-dealing capitalist has £3,000 that she wishes to valorises, and which she uses to buy 
30,000 yards of linen from a linen manufacturer at 2 shillings per yard, which she later sells. If the average rate of 
profit is 10 % , at the end of the year she has transformed  £3,000 into £3,300. 

In the constant repetition of this operation her capital traverses the movement M – C – M΄, ‘the simple form of 
capital, when it is completely restricted to the circulation process and not interrupted by the interval of the 
production process that lies outside its own movement and function.’14 

                                                 
11 C3, p. 379. 
12 C3, p. 380. Marx reminds us that the transport, storage and dispersal of goods should be viewed as production processes 
that continue within the process of circulation (C2, pp. 214-15 and ff.), and are functions that should not be confused with 
those of commercial capital, even though it is the case that capital that functions exclusively in the circulation process 
sometimes realises a part of these functions (in which case ‘it does not appear in its pure form’ (C3, p. 380). He also notes 
that he refers here to ‘a portion’, because one part of buying and selling of commodities also takes place directly between 
the industrial capitalists themselves (Cf. C2, pp. 191-2: ‘As the capitalist mode of production presupposes production on a 
large scale, so it also necessarily presupposes large-scale sale; sale to the merchant, not to the individual consumer. Insofar 
as this consumer is himself a productive consumer, i.e. an industrial capitalist, i.e. insofar as industrial capital in one branch 
of production supplies means of production to another branch, there is also direct sale by one industrial capitalist to 
several others (in the form of orders, etc.). Each industrial capitalist is a direct seller insofar as he is himself his own 
merchant, which he is moreover also when he sells to a merchant.’) 
13 C3, p. 381. 
14 C3, p. 381. Cf. C1, pp. 247ff, and 266-7: ‘The form M – C – M΄, buying in order to sell dearer, is at its purest  in genuine 
merchants’ capital. But the whole of this movement takes place within the sphere of circulation. Since, however, it is 
impossible, by circulation alone, to explain the transformation of money into capital, and the formation of surplus-value, 
merchants’ capital appears to be an impossibility, as long. as equivalents are exchanged; it appears, therefore, that it can 
only be derived from the twofold advantage gained, over both the selling and the buying producers, by the merchant who 
parasitically inserts himself between them. [...] If the valorisation of merchants’ capital is not to be explained merely by 
frauds practised on the producers of commodities, a long series of intermediate steps would be necessary, which are as yet 
entirely absent since here our only assumption is the circulation of commodities and its simple elements. 
‘What we have said with reference to merchants’ capital applies still more to usurers’ capital. In merchants’ capital the two 
extremes, the money which is thrown upon the market and the money which is withdrawn from the market are mediated 
through a purchase and a sale, through the movement of circulation. In usurers’ capital the form M – C – M΄  is reduced  
to the unmediated extremes M – M΄, money which is exchanged for more money, a form incompatible with the nature of 
money and therefore inexplicable from the standpoint of the exchange of commodities. 
‘In the course of our investigation, we shall find that both merchants’ capital and interest-bearing capital are derivative 
forms, and at the same time it will become clear why, historically, these two forms appear before the modern primary form 
of capital.’ 
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What is the relationship between commodity-dealing capital on the one hand, and commodity capital as a 
functional form of industrial capital on the other? For the manufacturer of the linen, the value of the commodity 
product has been realised (her linen with the merchant’s money), completing this stage of the metamorphosis of 
the capital value; this money can now be transformed into, amongst other things, labour-power and means of 
production, and the reproduction process can continue. 

But if the capital value has been transformed, all that has happened to the linen is a change of owner: it still 
persists in the form of commodity capital. ‘The function of selling the linen, of facilitating the first phase in its 
metamorphosis, has been taken over from the producer by the merchant [...].’15 

Imagine the merchant fails in selling her 30,000 yards before the producer places another 30,000 yards on the 
market. The merchant cannot buy again, until she sells her as yet unsold stock. Reproduction is interrupted. 

Here we thus have palpable evidence that the operations of the merchant are nothing more than those 
operations that must always be performed to transform the producer’s commodity capital into money, 
operations which accomplish the functions of commodity capital in the circulation and reproduction process. 
[...] Commercial capital, therefore, is absolutely nothing more than the commodity capital of the producer 
which has to go through the process of transformation into money, to perform its function as commodity 
capital on the market; only instead of being an incidental operation carried out by the producer himself, this 
function now appears as the exclusive operation of a particular species of capitalist, the merchant, and 
acquires independence as the business of a particular capital investment.16 

Contrast the metamorphoses in commodity exchange. For the producer, it is C΄ – M – C : the money received 
from the merchant ‘appears as no more than a particular form of his capital at a particular phase in its 
reproduction process, during its stay in the circulation sphere’.17  For the merchant, it is M – C – M΄ .  When the 
commodity passes into the possession of the merchant it has not been definitively sold; the merchant is 
continuing the operation of the commodity capital’s function. But for the merchant M – C – M΄ represents a 
valorisation of the capital she has advanced. The merchant sells the linen to a productive or unproductive 
consumer (or even to another merchant): if the money she advanced had merely been means of payment she 
could pay the producer when the payment is due without having had to have advanced money capital. But it is 
not – it is capital. 

But what is it that gives this money the character of an independently functioning capital? 

It is not because the transformation of the commodity capital into money is the task of an agent (the merchant) 
independent of the other functions of industrial capital, for, looked at like this, the merchant does no more than 
would any other direct agent of the industrial capitalist acting at her bidding. No: the way commodity capital 
assumes in commercial capital the form of an independent variety of capital is, one, by assuming the form of capital, 
insofar as money is advanced and is valorised; and, two, that the money capital advanced ‘is exclusively engaged 
in facilitating the metamorphosis of commodity capital, in making it fulfil its function as commodity capital, i.e. 
its transformation into money.’18 Merchants’ capital is merchants’ capital because it is valorised; it is merchants’ 
capital because of its function in the realisation of commodity capital. 

Insofar as merchants’ capital exists in the form of the commodity product it is nothing more than a form of 
industrial capital; to consider the role of merchants’ capital in social reproduction we do so from the standpoint 
of the merchant’s money capital. 

 

 

 

                                                 
15 C3, p. 382 (italicisation added). 
16 C3, p. 382. 
17 C3, p. 384. 
18 C3, p. 386. 
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III  The function of merchants’ capital in the realisation of commodity capital 

Once the industrial capitalist has sold her commodity product (here, to the merchant), her own production 
process can continue.; if she had to wait to sell her product production would be interrupted: without the 
intervention of the merchant, part of the industrial capitalist’s circulation capital existing in the form of a money 
reserve would have to be greater compared that deployed as productive capital and the extent of re(production) 
would be necessarily accordingly restricted.  

The functional role of merchants’ capital can be looked at like this. Imagine the merchant, instead of buying the 
linen produced by the industrial capitalist, applied her capital productively. On the one hand, society’s total 
productive capital would increase; on the other, the linen manufacturer (along with other manufacturers, 
including our newly converted merchant) would be forced to keep a larger part of her capital as a money reserve. 
The loss of total productive capital to the field of operation of merchants is the price society pays to solve the 
problem of the tying up of productive capital in the form of money. 

Hence, assuming ‘that commercial capital does not overstep its necessary proportions,’19 we can assume that the 
following two statements are true. 

1 As a result of the division of labour among capitalists between industrial capitalists and merchant capitalists, 
the capital deployed by the latter (which includes money laid out for labour and as constant capital – 
warehouses, transport, etc.) is smaller than it would be were the industrial capitalist to realise the functions 
of the merchant herself.  

2 The operation of the merchant means (1) that commodity product is converted into money sooner, and (2) 
that the commodity capital itself completes its metamorphosis quicker than it would in the hands of the 
industrial capitalist. 

 

IV  The turnover of merchants’ capital 

Imagine that the linen dealer, after buying and selling the linen produced by one industrial capitalist, now repeats 
the operation involving another, without waiting for the first to finish her next production period. In this way, ‘a 
single turnover of commercial capital can correspond [...] to the turnovers of several capitals in one sphere of 
production’.20 And given that the linen dealer is not restricted to dealing in linen, the turnover of commercial 
capital may also correspond to more than one turnover of industrial capital in different sectors of production. 

The turnover of the merchant’s capital is determined by the amount of commodity product she can successively 
buy and sell in a given period of time, while the turnover time of an industrial capitalist is determined by the 
production time of the product. 

To the extent that the same commercial capital serves in different turnovers to transform various commodity 
capitals successively into money, and thus buys and sells them in a series, it performs the same function, as 
money capital in relation to commodity capital, that money does in general vis-à-vis commodities as a result 
of the number of times it circulates in a given period. [...] The more quickly the commercial capital turns 
over, the smaller is the part of the total money capital that figures as commercial capital, and vice versa. The 
less developed production is, the greater is the sum of commercial capital in proportion to the amount of 
commodities put into circulation in general; the smaller, however, it is in absolute terms or compared with 
more developed conditions.21 

The velocity of the circulation of the money capital advanced by the merchant is determined by two factors: (1) 
by the rate of repetition of the various production processes with which it is interlinked; and (2) by the speed of 
consumption. 
                                                 
19 C3, p. 387. 
20 C3, p. 388. 
21 C3, p. 389. 
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V  The composition of merchants’ capital 

The merchant is constantly involved in the buying and selling of commodities, carrying out both operations 
simultaneously. As such, her capital is divided into money capital and commodity capital, and flows back to her 
in both forms. 

The greater the proportion of the merchant’s capital that exists in commodity form, the smaller is that part that 
exists as money. The proportion of the capital that exists as money form is further reduced as money is used as 
means of payment as well as means of circulation, and with the development of the credit system. With regard 
to this last, if a given quantity of commodity product is bought on credit, and then sold before payment falls 
due, then no money as such is advanced in the transaction. 

If, in this case, the merchant actually advances no money, to what degree is the money capital that flows back to 
the producer commercial capital? In fact, argues Marx, it is not: it ‘is nothing more than industrial capital itself in 
its form of money capital, in its own reflux in the money form.’22 

The merchant has bought £3,000 of linen from the industrial capitalist; this latter now uses £2,000 out of this 
sum to buy yarn from a dealer in yarn. This £2,000 does not belong to the linen merchant, for she has received 
commodities for the money she advanced; the money is the money form of the producer’s own capital. To the 
yarn merchant the £2,000 appears as returning money capital. But again, if she buys on credit, and sells before 
payment is due, no commercial capital at all enters this sum. The money is nothing more than industrial capital 
in money form in its own cycle. 

The conclusion we can draw from this is this. 

Commercial capital, therefore, in so far as it is not simply a form of industrial capital that happens to be 
found, in the shape of commodity capital or money capital, in the hands of the merchant, is nothing but the 
portion of money capital that belongs to the merchant himself, and is circulated in the purchase and sale of 
commodities.23 

 

VI  The utility of merchants’ capital 

A portion of capital, without the existence of merchants, would anyway need to be exist as a exist as a money 
reserve to be advanced for production and circulate as his money capital. With the existence of merchants, all 
that happens is that this portion is reduced in proportion to the total capital.  

We can arrive in this way to the following definition: ‘[c]ommercial capital is nothing more than capital 
functioning within the circulation sphere.’24 But the circulation sphere is one element of the overall process of 
reproduction process, within which neither value nor surplus-value.is produced, but rather within which that 
value already produced undergoes changes of form. 

Nevertheless, and for the same reason, within circulation capital itself produces neither value nor surplus-value; 
when confined to circulation capital is restricted, and it is therefore in the interest of capital, and hence 
capitalists, to reduce circulation time, and in this, insofar as it contributes to this, lies the utility of merchants’ 
capital. 

Commercial capital thus creates directly neither value nor surplus-value. But, insofar as it shortens circulation 
time, indirectly it allows the industrial capitalist to increase the surplus-value she produces; insofar as it extends 
the market and facilitates the division of labour between capitals, allowing capital to operate on a bigger scale, it 
contributes to the productivity of industrial capital and its accumulation; insofar as it reduces turnover time, it 
raises the rate of profit by increasing the ratio of surplus-value to capital advanced; and insofar as the size of that 

                                                 
22 C3, p. 390. 
23 C3, p. 391. 
24 C3, p. 392. 



7 

part of capital confined to the circulation sphere as money capital is reduced, merchant’s capital increases that 
part of capital directly deployed in production. 


