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Chapter 18: The Turnover of Commercial Capital. Prices 
I  The distinction between the turnover of commercial capital and that of industrial capital1 

As we have seen,2 the turnover of industrial capital is composed of the unity of production and circulation; it 
consequently embraces the entire process of production. 

The turnover of commercial capital, on the other hand, is the movement of autonomous commodity capital, 
and, as such, represents the first phase in the commodity metamorphosis, C – M.  The merchant buys, M – C, 
then sells, C – M, in constant repetition. In circulation, the metamorphosis of industrial capital presents itself as 
C1 – M – C2 : the money realised by the sale of C1 (the commodity product) is used to buy C2 , new means of 
production. In this exchange of Cl for C2 , the same money changes hands twice, mediating the exchange of two 
different kinds of commodities. The merchant’s case, however, is different: for her it is the same commodity that 
changes hands twice (in the movement M – C – M' ) and it is now the commodity that mediates the reflux of 
money. 

The number of turnovers of a given commercial capital is analogous to the repeated circuits of money as a 
simple means of circulation. Just as a given sum of money circulating ten times buys ten times its value in 
commodities, so the same money capital belonging to the merchant, say £100, will buy ten times its value in 
commodities, in other words realising a total commodity capital ten times its value, i.e. £1,000. 

But there is also a difference. In the circulation of money, the same money passes through different hands; in 
the case of the merchant, however, the same money capital, independently of the money in which it consists, 
repeatedly buys and sells commodity capital, returning to the same owner as value plus surplus-value, i.e. as M + 
M. It is in this sense that its turnover is a turnover of capital. More money is always withdrawn from circulation 
than is put in.3 

 

II  The dialectical relationship between the turnover of commercial capital and that of industrial capital  

(a) The limits imposed on the turnover off commercial capital 

The turnover of industrial capital expresses the periodicity and renewal of the entire reproduction process 
(including of consumption); this, for commercial capital, is a merely external condition: if the process of 
reproduction is slow, then so is the turnover of commercial capital. Insofar as commercial capital cuts down 
productive capital’s circulation time it facilitates the latter’s turnover; but it has no direct effect on the other 
barrier to the turnover time of industrial capital, production time. This forms a limit to the turnover of commercial 
capital. 

In addition to this, the speed and volume of total individual consumption forms a second limit to the turnover 
of commercial capital. 

Hence insofar as commercial capital mediates the relationship between production and consumption, it is 
restricted by both, in different ways and on both sides. 

 

(b) The autonomy of commercial capital 

But this restriction is relative. The ‘purpose’ of commercial capital within total social reproduction is to 
abbreviate the phase C – M for productive capital. (We shall ignore the phenomenon of turnovers within the 

                                                 
1 Where I insert my own subheads they appear, as here, in sans serif type. 
2 Karl Marx, Capital, vol. 2  (Harmondsworth, 1978) [hereafter C2], pp. 200ff. 
3 ‘It goes without saying, of course, that as the turnover of commercial capital accelerates (and this is also where the 
function of money as means of payment predominates, with the development of the credit system), the same quantity of 
money also circulates more quickly.’ Karl Marx, Capital volume 3 (Harmondsworth, 1981) [hereafter C3], p. 418. 
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sphere of commerce, in which merchants sell on the same commodity product to other merchants – although 
this is ‘a kind of circulation which may present a very flourishing appearance in periods of speculation’.4) 

Given the modern credit system, commercial capital has a large part of the society’s total money capital at its 
disposal. What this means is that it can repeat its purchases before it has definitively sold what it has already 
bought. In this way, the barrier imposed by the demands of production are loosened. 

As a consequence commercial capital contributes to the overall elasticity of reproduction. Although what the 
movement of commercial capital fundamentally is is the movement of industrial capital within the circulation 
sphere, precisely because of the relatively autonomous nature of this movement, this last becomes within certain 
limits independent of the reproduction process and its barriers, and, as a consequence, also drives this process 
beyond its own barriers. 

But, also precisely because the movement of commercial capital is fundamentally the movement of industrial 
capital, its autonomy is only relative; and this is the seat of crisis. 

Crises, when they do break out, tend not to appear first in the sphere of retail trade, ‘which bears on immediate 
consumption’,5 but rather in that of wholesale trade, and in that of banking (‘which places the money capital of the 
entire society at the wholesalers’ disposal’6). 

The manufacturer may actually sell to the exporter, and the exporter to his foreign customer; the importer 
may sell his raw materials to the manufacturer, and the manufacturer sell his products to the wholesaler, etc. 
But at some particular imperceptible point the commodity lies unsold; or else the total stocks of producers 
and middlemen gradually become too high. It is precisely then that consumption is generally at flood tide, 
partly because one industrial capitalist sets a series of others in motion, partly because the workers these 
employ, being fully occupied, have more than usual to spend. The capitalists’ expenditure increases with their 
revenue. [...] This can continue quite happily for a good while, stimulated by prospective demand [...]. The 
crisis occurs as soon as the returns of these merchants who sell far afield (or who have accumulated stocks at 
home) become so slow and sparse that the banks press for payment for commodities bought, or bills fall due 
before any resale takes place. And then we have the crash, putting a sudden end to the apparent prosperity.7 

 

III  The turnover of commercial capital and merchant’s profit 

(a) The determination of sale price 

We shall ignore here for the moment K, the costs of circulation (the capital laid by the merchant besides that laid 
out on purchase of commodities). 

If the production price (the price at which the producer sells8) of 1 lb of sugar is £1, with £100 the merchant can 
buy 100 lb. of sugar.  If this is the amount she buys and sells in one year,  if the general rate of profit stands at 
15 % , she will add £15 to this £100, and 3 shillings to each £1, she sells. 

However, if the production price of 1 lb. of sugar stands at 1 shilling, then with £100 the merchant will now buy 

2,000 lb., and sell each lb, at the same rate of profit,  at 1s. l 
4

5
 d. The annual profit on the capital of £100 laid out 

will still be £15, but, whereas in the first case she had to sell 100 lb. to realise this profit now she has to sell 
2,000 lb. ‘The level of the price of production, whether high or low, has nothing to do with the profit rate; but it 
has a decisive effect on the aliquot part of the sale price of each 1 lb. of sugar that goes to form commercial 
profit; i.e. the addition to the price that the merchant makes on a certain quantity of commodity (product).’9 And 

                                                 
4 C3, p. 419. 
5 C3, p. 419. 
6 C3, p. 419. 
7 C3, pp. 419-20.  
8 In other words,  in the sense in which Marx used the term in the previous chapter; cf. C3, p. 399. 
9 C3, p. 421. 
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the price of production, of course, depends entirely on the level of productivity of the industrial capital whose 
commodities he buys. 

Hence the two limits to the merchant’s sale price are (1) the production price of the commodity, over which she 
has no control; and (2) the average rate of profit, over which she has no control either.10 The only factor under 
her control thing (although the size of her available capital amongst other conditions also play a role here) is 
whether she wants to trade in expensive commodities or in cheap ones. ‘The attitude of the merchant therefore 
depends entirely on the degree of development of the capitalist mode of production and not on his own will.’11 

 

(b) The determination of production price 

Whether commodity prices are high or low determines neither the mass of surplus-value produced by a given 
capital nor the rate of surplus-value, even if it is true that the mass of commodities that a given amount of labour 
produces will determine the price of the individual commodity and thus also the surplus-value component of this 
price in absolute terms. 

Insofar as they correspond to values, the per-unit price of a commodity is determined by the total quantity of 
labour objectified in the mass of it produced; the division of this embodied labour into paid and unpaid labour, 
and hence what proportion of the price represents surplus-value, is independent of the total amount of labour, and 
hence of the price of the commodity. The rate of surplus-value depends not on its absolute size, but on its relative 
size. Hence the rate of surplus-value may be high even though the absolute amount of surplus-value contained 
in each individual commodity is small. This last, the absolute amount of surplus-value contained in each 
individual commodity depends (1) on the productivity of labour and (2) on the division between paid and unpaid 
labour. 

 

(c) The relation between production price and sale price 

In the determination of the commercial sale price (the price at which the merchant sells), the production price is 
hence a given external assumption. 

High commercial sale prices in earlier periods period were due (1) to high production prices (low productivity of 
labour); and (2) to the absence of a general rate of  profit, in function of the lack of mobility of capital, allowing 
commercial capital to draw a far higher proportion of surplus-value than would accrue to it in conditions of the 
generalisation of the rate of profit. The diminution of these conditions has been a function of the development 
of the capitalist mode of production. 

 

(d) The relation between the turnover of commercial capital and that of industrial capital in the formation of the rate of 
profit 

The turnover of commercial capital is longer or shorter depending on the branch of trade. Within the same 
branch of trade, the speed of the turnover is dependent on different phases of the economic cycle. We can, 
however, determine an average turnover. 

The difference between the turnover of commercial capital and that of industrial capital is a function of the fact 
that one individual phase in the turnover of industrial capital appears as the complete turnover for an 

                                                 
10 We ignore here those cases where the merchant is a monopolist and also monopolises production (Marx cites the 
example of the Dutch East India Company). ‘[N]othing could be more ridiculous than the prevailing conception that it 
depends on the merchant whether he wants to sell many commodities at a low profit on the individual commodity, or a 
few commodities at a high profit.’ C3, p. 421. 
11 C3, pp. 421-2. ‘The old Dutch East India Company, as a purely commercial company having a monopoly of production, 
imagined it could still pursue, under completely changed conditions, a method that corresponded at most to the 
beginnings of capitalist production.’ 
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independently functioning commercial capital. In addition, the turnover of commercial capital stands in a 
different relationship to the determination of profit and price compared to that of industrial capital. For the 
latter, its turnover expresses (1) the periodicity of reproduction and therefore depends on the mass of 
commodities put on the market in a certain period of time; and (2) the limit put on reproduction by circulation 
time, which will have a more or less constricting effect on the formation of value and surplus-value through its 
effect on the scale of the production process. The turnover of industrial capital exerts a determining effect on 
the mass of surplus-value produced in a given period, and, because of this, on the formation of the general rate 
of profit. 

For commercial capital, on the other hand, the general rate of profit is a given magnitude. Commercial capital has 
no direct effect on the creation of profit or surplus-value and enters as a determining factor into the formation of 
the general rate of profit only to the extent that it draws its own profit from the mass of profit that produced by 
industrial capital, in function of its own weight within total social capital 

The higher the number of turnovers made by an industrial capital the greater is the mass of profit that it forms. 
Even though in the formation of a general rate of profit total profit is divided among the various capitals 
according to their relative weight within total social capital rather than the ratio in which they participate directly 
in its production, in general if the number of turnovers of an industrial capital is greater the overall mass of 
profit (surplus-value) produced annually, and hence, all else being equal, the greater the rate of profit that 
obtains. 

But even if for commercial capital the rate of profit is a given magnitude, determined (1) by the mass of profit 
that industrial capital produces and (2) by the relative size of commercial capital itself, the speed of its turnover, 
does however have a determining effect on its relationship to the total capital, in terms of the size of the 
commercial capital relative to that of the total commodity product necessary for circulation: the faster its 
turnover, the more commodity product it realises. Its magnitude relative to total social capital, however, is given 
by its absolute size, and the absolute size of the total capital. 

Let us imagine that the total capital is £10,000; if commercial capital amounts to one-tenth of this, it stands at 
£1,000; if the total capital is £1,000, then one-tenth is £100. Its absolute magnitude thus varies although its 
relative magnitude remains the same. But this relative magnitude is determined by turnover. Assuming a rate of 
turnover double that in the cases above, commercial capital will stand at £500 compared to a total social capital 
of £10,000, and £50 compared to £1,000. ‘Circumstances that shorten the average turnover of commercial 
capital, such as the development of means of transport, for example, reduce in the same proportion the absolute 
magnitude of this commercial capital and hence raise the general rate of profit. And vice versa.’12 With the 
development of the capitalist mode of production the same amount of commodities are turned over with a 
smaller amount of actually functioning commodity capital, while, at the same time, because of the more rapid 
turnover of this commercial capital and the greater speed of the reproduction process on which it depends, the 
size of commercial capital proportional to industrial capital is also reduced. But, at the same time, as the 
capitalist mode of production develops, all production becomes commodity production: more, and eventually 
all, of the social product enters into circulation and into the hands of the agents of circulation.13 

Thus, even though commercial capital is larger in earlier modes of production in proportion to the commodity 
capital it turns over it is smaller in absolute terms, because a much smaller part of the social product is produced 
as a commodity, while it is larger in relative terms, because the rate of its turnover is slower, and because the 
price of the mass of commodities it buys and sells is higher because the productivity of labour is lower (such 
that the same value is expressed in a smaller mass of commodities. 

                                                 
12 C3, p. 425. 
13 Marx notes that, in addition, in earlier modes ‘of production, under which production was carried out on a smaller scale, 
quite apart from the mass of products that were directly consumed in kind by the producers themselves and the mass of 
services that were performed in kind too, a very large proportion of the producers sold their commodities directly to their 
consumers or worked to their personal orders.’ C3, p. 425. 
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Hence, not only are more commodities produced as the capitalist mode of production develops, more of the 
commodities that are actually produced enter into commerce. ‘The result of this [...] is that not only does the 
mass of commercial capital grow, but so too does that of all the capital invested in circulation, e.g. in shipping, 
railways, telegraphs, etc.’14 

In addition to this, however, also occurs the following. Under the whip of competition, ‘non-functioning or only 
semi-functioning commercial capital’ grows alongside the development of the capitalist mode of production, as 
this brings about increased ease of entry into the retail trade, with the growth of speculation and a surplus of 
unoccupied capital. 

 

(e) The determination of the merchant’s rate of profit 

All this notwithstanding, if the magnitude of commercial capital in relation to total capital is given, variations in 
turnover between various branches of commerce have no effect on the total profit that accrues to commercial 
capital nor on the general rate of profit itself. What determines the merchant’s profit is the amount of money capital he 
advances in order to mediate the turnover, not the mass of commodity capital turned over. If the annual rate of profit is 15 % 
and the merchant advances £100, then, assuming his capital turns over once a year, he sells her commodities at 
£115 (£15 profit on an initial outlay of £100). If her capital turns over five times a year, she sells a commodity 
capital with a purchase price of £100 five times a year at a price of £103, and in the whole year sells a 
commodity capital of £500 at £515 (again £15 profit on an initial outlay of £100)15. ‘If this were not the case, 
commercial capital would yield a far higher profit than industrial capital in relation to the number of its 
turnovers, and this would contradict the law of the general rate of profit.’16 

The speed of the turnover of commercial capital has thus a direct effect on the sale price of commodities. The 
size of the aliquot part of commercial profit added to the production price of an individual commodity stands in 
inverse proportion to the speed of turnover. If one commercial capital turns over five times a year, it adds to the 
same value of commodity capital only a fifth the increment that a commercial capital able to turn over only once 
a year would to the commodity capital. 

In short, all else being equal, the same mass of profit – determined by the general annual profit rate – for a given 
amount of commercial capital is distributed over commodity masses of the same value in inverse function of the 
average speed of turnover of th4 commercial capital of the branch in question; adding, for example, 3 % in the 
case of five annual turnovers should 15 % be added in the case of one. 

‘[T]he same percentage of commercial profit in different lines of business raises the sale prices of the 
commodities in question by quite different percentages, calculated on the values of these commodities, in direct 
proportion to the differences in the turnover times.’17 

 

(f) The differential effect of the speed of turnover of commercial and industrial capital 

In the case of industrial capital, turnover time has no effect on the value of individual commodities (although it 
does affect the mass of value and surplus-value that a given capital produces in a given time, in function of the 
mass of labour exploited18). This is concealed by the equalisation of the rate of profit, for under these conditions 

                                                 
14 C3, p. 426. 
15 Recall the notion of the annual rate of (industrial) profit, the ratio between the total mass of surplus-value produced over 
the year and the total capital originally laid out for the first turnover period, introduced (by Engels) in chapter 4: C3, p. 167. 
16 C3, p. 427. 
17 C3, p. 427. 
18 ‘[F]or capitals of the same percentage composition, with the same rate of surplus-value and the same working day, the 
profit rates of two capitals vary inversely as their turnover times.’ C3, p. 165. 
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production prices diverge from values; but at the level of the production process as a whole ‘the general law is 
immediately confirmed.’19 

Marx’s argument here is that, considering the influence of turnover time on value formation, it is more 
transparent (although still on ‘closer consideration’) in the case of industrial capital that commodity values are 
determined by the labour-time they contain (‘the general law and the basis of political economy’20), than it is in 
case of the influence of the turnover of commercial capital on commercial prices. In the latter case, ‘in the 
absence of a very far-reaching analysis of the intermediate stages of the process’,21 there seems to be 

a purely arbitrary determination of prices, i.e. a determination simply by the fact that capital happens to have 
made up its mind to make a certain amount of profit per year. It seems in particular, through this influence of 
the turnover, as if the circulation process as such determines the prices of commodities, and that this is 
within certain limits independent of the process of production. All superficial and distorted views of the 
overall reproduction process are derived from consideration of commercial capital and from the notions that 
its specific movements give rise to in the heads of the agents of circulation.22 

It appears, from the standpoint of commercial capital, that it is turnover that determines price; while, to 
industrial capital, it appears that turnover has a determining and delimiting effect on the mass, and hence rate, of 
profit realised. For commercial capital the rate of profit appears as something external to its operation (and the 
relation between the rate of profit and the production of surplus-value is completely obscured). If a given 
capital, all else being equal, turns over more rapidly, it produces more surplus-value, and hence profit;23 changes 
in turnover time in different branches of commerce, however, display the opposite manifestation, for the profit 
made on the turnover of a certain commodity capital stands in inverse proportion to the number of turnovers of 
the money capital that turns this commodity capital over. 

This is only true, however, in the case of the turnovers of commercial capital in a particular branch of business, 
and works at the level of averages. Should commercial capital A, involved in the same branch as B, achieve more 
than the average number of turnovers, and hence the others less, then, although this has no real effect on the 
turnover of the total mass of commodity capital of the branch, the individual commercial capital in question may 
make a surplus profit.24 ‘If competition compels it, he can sell more cheaply than his fellows without reducing his 
profit below the average. If the conditions that enable him to have a quicker turnover can themselves be 
purchased, e.g. the location of his sales outlet, he may pay extra rent for this; i.e. a part of his surplus profit is 
transformed into ground-rent.’25 

                                                 
19 C3, p. 428. 
20 C3, p. 428. 
21 C3, p. 428. 
22 C3, p. 428. ‘As the reader will have recognised in dismay, the analysis of the real, inner connections of the capitalist 
production process is a very intricate thing and a work of great detail; it is one of the tasks of science to reduce the visible 
and merely apparent movement to the actual inner movement. Accordingly, it will be completely self-evident that, in the 
heads of the agents of capitalist production and circulation, ideas must necessarily form about the laws of production that 
diverge completely from these laws and are merely the expression in consciousness of the apparent movement. The ideas 
of a merchant, a stock-jobber or a banker are necessarily quite upside-down. The ideas of the manufacturers are vitiated by 
the acts of circulation to which their capital is subjected and by the equalisation of the general rate of profit.’ 
23 ‘[T]his is palpably evident whenever the industrial capital in question possesses the monopoly of an improved mode of 
production, which permits it this accelerated turnover for as long as this monopoly lasts.’ C3, p. 429. 
24 In other words, just as industrial capitalists are driven to reduce the unit-cost of the commodity product, in order to reap 
a surplus-profit, despite the fact that, once generalised, the technical progress on which this is based results in a lower rate 
of profit for all (something individual capitalists are oblivious to), commercial capitalists are too driven, in the quest for 
surplus profit, to undertake measures that, when generalised, reduce the profitability of their operations. 
25 C3, p. 430. 


