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Chapter 21: Interest-Bearing Capital 
[Before proceeding, it may well be worth taking note of the comments made by Engels regarding this part of 
volume three in his capacity as editor. 

There was only one draft [of volume three], and even this contained very major gaps. As a rule, the beginning 
of each section had been more or less carefully elaborated, and generally polished stylistically as well. But as 
the section in question went on, the draft would become ever more sketchy and fragmented, and contain ever 
more digressions on side issues that had emerged in the course of the investigation, the proper place for 
these being left to be settled later. The sentences, too, in which thoughts written down in statu nascendi found 
their expression, became ever longer and more intricate. At several points both handwriting and presentation 
betrayed only too clearly the onset and gradual progress of one of those bouts of illness, brought on by 
overwork, that made Marx's original work more and more difficult and eventually, at times, quite impossible. 
[...] 

It was Part Five that presented the major difficulty, and this was also the most important subject in the entire 
book. Marx was engaged in elaborating precisely this Part, when he was attacked by one of the serious 
illnesses referred to above. Here, therefore, we did not have a finished draft, or even an outline plan to be 
filled in, but simply the beginning of an elaboration which petered out more than once in a disordered jumble 
of notes, comments and extract material. I sought at first to complete this Part by filling in the gaps and 
elaborating the fragments that were simply indicated, as I had more or less managed to de with Part One, so 
that it would at least contain, by and large, everything the author had intended to include. I made at least 
three attempts to do this, but failed on each occasion [...]. I finally realised that this way was hopeless. I would 
have had to go through the whole of the literature in this field and would have produced something at the 
end of it that was not Marx's book. 

The only alternative was to make a fresh start, confine myself to arranging the material as best I could, and 
make only the most necessary alterations. Chapters 21 to 24 were basically completed. For Chapters 25 and 
26 the illustrative material had to be sorted out, and passages from other portions of the text had to be 
inserted. Chapters 27 and 29 could be reproduced almost directly from the manuscript, although Chapter 28 
had to be partially rearranged. The real difficulty began with Chapter 30. From here on it was not only the 
illustrative material that needed correct arrangement, but also a train of thought that was interrupted 
continuously by digressions, asides, etc., and later pursued further in other places, often simply in  passing. 
There then followed, in the manuscript, a long section headed ‘The Confusion’, consisting simply of extracts 
from the parliamentary reports on the crises of 1848 and 1857, in which the statements of some twenty-three 
businessmen and economic writers, particularly on the subjects of money and capital, the drain of gold, over-
speculation, etc., were collected, with the occasional addition of brief humorous comments. Here, in one way 
or another, more or less all views then current on the relationship between money and capital were 
represented, and Marx intended to deal in a critical and satirical manner with the ensuing ‘confusion’ about 
what was money on the money market and what was capital. After several attempts, I came to the conclusion 
that it was impossible to produce this chapter; the material in question has been put in where the context 
provided the opportunity, especially the material with Marx's own comments. 

What I have made into Chapter 32 then follows in more or less good order, but this is directly followed again 
by a new flood of extracts from the parliamentary reports, on all kinds of subjects relevant to this Part, mixed 
in with longer or shorter remarks by the author himself. [...] 

From all this material, including the ‘Confusion’ in so far as it had not already been utilised at earlier points, I 
compiled Chapters 33-35. This was only possible, of course, given substantial interpolations on my part, 
setting the passages in their context. [...] In this way I finally managed to introduce into the text all of the 
author's statements that were in any way pertinent to the matter in hand.1] 

 

* * * 

 

                                                 
1 Karl Marx, Capital volume 3 (Harmondsworth, 1981) [hereafter C3], pp. 92-6. 
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In the first presentation of the average rate of profit this was taken to be the equalised profit of industrial 
capitals; now, we have to see it as the equalised profit of industrial and commercial capitals:2 ‘[w]hether capital is 
invested industrially in the sphere of production, or commercially in that of circulation, it yields the same annual 
average profit in proportion to its size.’3 

Now, money (‘the independent expression of a sum of value’), if transformed into capital, is transformed from a 
fixed magnitude into one capable of apparent self-expansion.4 Money acquires, in addition to its use-value as 
money, a use-value as capital, a use-value which ‘consists precisely in the profit that it produces when 
transformed into capital.’5 

Imagine a rate of profit of 20 % ; a machine with a value of £100 applied as capital will yield a profit of £20. An 
individual who holds £100 has at her disposal the power of turning £100 into £120; has, in other words, in her 
hands a ‘potential capital’6 of £100. If this £100 passes to a second individual, who uses it as actual capital, the 
latter realises an actual profit of £20, ‘a surplus-value that costs him nothing and for which he does not pay any 
equivalent.’7 If this second individual then pays the first a sum (say £5) out of this profit, what she pays for is 
‘the use-value of the £100, the use-value of its capital function’.8 Thus sum is interest, ‘which is thus nothing but a 
particular name, a special title, for a part of the profit which the actually functioning capitalist has to pay to the 
capital’s proprietor, instead of pocketing it himself.’9 

The possession of the £100 gives its owner the power to draw interest. But interest derives from profit: the 
£100 must therefore pass from its owner to another to be deployed as capital (be this industrial or commercial). 
But to be deployed as capital it first has to exist: its owner cannot use it for her own private consumption, or 
hoard it. Thus, although it is the second individual who spends the £100, either on means of production (as 
industrial capital) or commodities (commercial capital), it is really the owner who originally spends it as capital, 
even if her role is a capitalist is exclusively restricted to this act of expenditure. 

The circulation of interest-bearing capital starts with money passing from the proprietor to the capitalist. It then 
follows the path M – C – M′ : it returns to its owner as M′ ,  M + ∆M , ∆M being the interest. In its simplest 
form (i.e. leaving aside the possibility of the money remaining in the hands of the capitalist for an extended 
period, with interest being paid at intervals), the movement of interest-bearing capital is M – M – C – M′ – M′ . 
                                                 
2 And, at the same time, and for this reason, ‘it is also no longer necessary to make a distinction between industrial and 
commercial profit’. C3, p. 459.  
3 C3, p. 459. 
4 ‘Apparent’ is my word. Marx does use the term ‘einem sich selbst verwertenden Wert’ – ‘a self-expanding value’ – but, as 
Jurrian Bendian once pointed out to me, ‘[c]apital does not self-expand, it takes labour to expand it. When Marx really 
does refer sometimes to the “self-expansion of capital” in his text, he means an ideological depiction, according to which 
capital increases in value without anybody doing anything.’ See also note 20 below. 
5 C3, p. 459. 
6 C3, p. 460: Marx’s expression, my italicisation. 
7 C3, p. 460. 
8 C3, p. 460. 
9 C3, p. 460. Marx quotes (C3, p. 460, f. 55) the nineteenth-century banker James William Gilbart to this effect: ‘'That a 
man who borrows money with a view of making a profit by it, should give some portion of this profit to the lender, is a 
self-evident principle of natural justice’, and comments: ‘It is nonsense […] to speak of natural justice in this connection 
[…]. The justice of transactions between agents of production consists in the fact that these transactions arise from the 
relations of production as their natural consequence. The legal forms in which these economic transactions appear as 
voluntary actions of the participants, as the expressions of their common will and as contracts that can be enforced on the 
parties concerned by the power of the state, are mere forms that cannot themselves determine this content. They simply 
express it. The content is just so long as it corresponds to the mode of production and is adequate to it. It is unjust as soon 
as it contradicts it. Slavery, on the basis of the capitalist mode of production,. is unjust; so is cheating on the quality of 
commodities.’ 
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What is distinctive about this movement is the double movement of the expenditure of money as capital and its 
reflux as realised capital. In the movements M – C – M' and C – M – C each step is a moment in the 
metamorphosis of the commodity; in the case of interest-bearing capital, on the other hand, neither the first 
movement, M – M , not the last, M′ – M′ is a moment of commodity metamorphosis, nor a moment of the 
reproduction of capital. The significance of this distinction will become apparent. 

In the movement M′ – M′ , the second M′ is composed of M and ∆M, but this ∆M does not consist of the 
whole profit; simply that part of it that is interest. For the movement to be completed, the capitalist has to 
return the capital sum laid out to its original owner, along with a part of the profit made on this sum. In the 
hands of the capitalist the money functions as capital; but it only functions as capital as long as the capitalist 
holds onto it. Once it returns to its real owner it no longer functions as capital. 

The distinctive nature of interest-bearing capital lies in this. Industrial capital, in circulation, in the form of 
commodity capital and money capital, exists as commodities and money, not as capital. It is capital, but only in 
virtue of the way in which its existence as commodities and money is connected with the overall movement of 
capital; but in the single metamorphoses of commodities being sold, and money making purchases, commodity 
capital and money capital are only commodities and money. ‘It is not in the process of circulation that capital 
exists as capital in its real movement but only in the process of production, the process of exploiting labour-
power.’10 With interest-bearing capital the situation is different. The money-owner who seeks to valorise money 
as interest-bearing capital puts it into circulation as capital: ‘as value that possesses the use-value of creating 
surplus-value or profit […].’11  

[Here we are considering only money loan capital; but commodities (or, better said, ‘other’ commodities) can also 
function as loan capital, either as fixed or circulating capital;12 but money capital is the form of capital from 
which the other forms of loan capital are derived. Money, in fact, can be lent as both circulating and fixed 
capital, in the latter case if, for example, it is repaid in the form of an annuity.] 

In the case of interest-bearing capital, and unlike other forms of capital, the money that enters the reproduction 
process does so not through exchange (sale and purchase) but is rather given out as capital. Interest-bearing 
capital encapsulates in its character – i.e. without the mediating moment of production – the general character of 
capitalist reproduction: money breeding money. 

When an article is sold, its seller parts, not with value, but with the commodity; the value is maintained, in the 
form of money.13 Likewise the buyer parts not with value, but with money. ‘Insofar as exchange takes place […] 
there is no change in value. The capitalist in question always keeps the same value in his hands. While the 
capitalist is producing surplus-value, there is no exchange; by the time exchange takes place, the surplus-value is 
already contained in the commodities.’14 

                                                 
10 C3, p. 464. 
11 C3, p. 464. 
12 ‘A commodity that is lent out as capital is lent either as fixed or as circulating capital, according to its specific properties. 
[…]. Certain commodities, by the nature of their use-value, can be lent only as fixed capital, such as houses, boats, 
machines, etc. […] If what is lent is neither money nor circulating capital, it is also paid back in the way that fi.xed capital 
returns. The lender receives both a periodic interest and a part of the used-up value of the fixed capital itself, an equivalent 
for the depreciation over this period. And at the end of the loan’s term, the unused portion of the fixed capital is returned 
in kind. If the loaned capital is circulating capital, it similarly returns to the lender in the general mode of reflux of 
circulating capital. 
‘The manner of the reflux is thus determined in each case by the actual cyclical movement of capital as it reproduces itself 
and its specific varieties.’ C3, p. 465.  
13 Assuming commodities exchange at value, of course. 
14 C3, p. 467. 
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Marx is here polemicising against Proudhon.15 For Proudhon, while the industrial capitalist sells at value (i.e., by 
inference, ‘honestly’), the lending capitalist receives with his original capital an interest (by inference illegitimate). 
Marx counters by arguing like this: 

As soon as we consider not the isolated acts of exchange but rather the overall circuit of capital, M – C – M' , 
what happens is that a definite sum of value is constantly advanced, and this sum of value plus the surplus-
value or profit is withdrawn from the circulation sphere. The mediation of this process, however, is not to be seen in the 
simple acts of exchange alone. […] Let us assume that the price of production of 100 hats is £115 and that this 
production price happens to be equal to the value of the hats […]. If the profit is 15 per cent, the hatmaker 
realises a profit of £15 by selling the commodities at their value of £115. To him, they cost only £100. If he 
has produced them with his own capital, he pockets the entire excess of £15; if with borrowed capital, he has 
possibly to give up £5 of this. as interest. This in no way affects the value of the hats, but simply the distribution 
of the surplus-value already contained in the hats among different people. […] What distinguishes interest-bearing capital 
is the superficial form of the return, separated off from the mediating circuit.16 

It seems as if the movement of capital between lender and industrial capitalist is independent of the 
reproduction of capital:  

The initial act which transfers the capital from the lender to the borrower is a legal transaction which has 
nothing to do with the actual reproduction process of capital, but simply introduces it. […] The point of 
departure and point of return, the lending-out of the capital and its recovery, […] appear as arbitrary 
movements mediated by legal transactions, which take place before and after the real movement of capital 
and have nothing to do with it as such. It would make no difference to this real movement if the capital 
belonged to the industrial capitalist from the start and returned to him alone therefore as his own property.17 

The entire movement of interest-bearing capital can be reduced to the lending of money and its repayment with 
interest after a period of time; the ‘real movement of the money lent out as capital [….] is obliterated, invisible 
and not directly involved.’18 

The return of capital to the money-lending capitalist appears as a consequence of a particular legal contract 
between lender and borrower: ‘the reflux of the capital […] no longer appears as a result determined by the 
production process, but rather as if the capital lent out had never lost the form of money.’19 Hence, Marx 
concludes, ‘[t]he mere form of capital money that is given out as a sum A and returns as a sum A + ∆A, after a 
certain period of time, but without any other mediation besides this temporal interval, is simply the irrational 
form of the real capital movement.’20 

                                                 
15 ‘Proudhon has evidently not managed to penetrate the secret of how the productive capitalist can sell commodities at 
their values […], and by that very act receive a profit over and above the capital he puts into the exchange.’ 
16 C, pp. 467-8 (my italicisation). 
17 C3, pp. 468-9. But note the word ‘appears’. 
18 C3, p. 470. 
19 C3, p. 470. 
20 We need to clarify what ‘irrational’ means here. The phrase ‘the irrational form of the real capital movement’ occurs in 
the original as ‘die begriffslose Form der wirklichen Kapitalbewegung’; the German word that has been rendered as ‘irrational’ is 
‘begriffslose’. Begriff is a concept of Hegelian derivation, and as difficult to conceptualise as it is to translate. Conventionally 
rendered ‘concept’ or ‘idea’, the term was used by Hegel to refer to the ‘sublation’ (aufhebung) of ‘essence’ and ‘being’, and 
we can (more or less) think of it as what it is about something that makes it as it is in the sense that the thing exists as an 
articulated whole, both form of appearance and the complexity of determinations that lie behind this as one (Begriff is also 
closely related to the verb begreifen, ‘to grasp’ in the sense of ‘comprehend’). From the Preface to the Science of Logic: ‘the 
nature, the peculiar essence, that which is genuinely permanent and substantial in the complexity and contingency of 
appearance and fleeting manifestation, is the notion [Begriff] of the thing [...].’ 
<http://www.marxists.org/reference/archive/hegel/works/hl/hlprefac.htm>. The term begriffslose (‘-lose’ simply means    
‘-less’) is used by Marx (I argue) to refer to something which lacks this property of articulation, in the sense that the 
manifestation of the thing, its form of appearance, appear either to occlude the determinations that lie beneath, or to 
directly suggest other determinations. This property is, moreover, not a contingency, but a part of the actual nature of the 
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Hence, as capital, the money lent out performs the overall movement M – M' , within which the movements M 
– C and  C – M are intermediary moments. If advanced as money, what the lender lends is capital: she does not 
use the money to buy commodities, but precisely lends it as capital. 

But because it is capital, it is not sufficient that the money (or commodities) lent return: it (they) must return 
augmented in value: ‘[i]n order to flow back as capital, the sum of value advanced must not only have 
maintained itself in the movement, but valorised itself, it must have increased its value, so as to return with a 
surplus-value as M + ∆M, where this ∆M is interest, or that part of the average profit which does not remain in 
the hands of the functioning capitalist, but falls rather to the money capitalist.’21 

What we need to consider here is the form in which ‘interest flows back at regular intervals […], without the 
capital, whose repayment only follows at the end of an extended period.’22 

Marx now asks: what is it that the lender actually gives the borrower? What is actually alienated?23  

As we have seen, in the case of an ordinary sale, what is alienated is not the value of the commodity that is sold; 
this stays with the seller, only in different form: as money, rather than the commodity. What the seller alienates 
is the commodity’s use-value. Such is it with the money-lending capitalist: she alienates ‘the use-value that money 
receives through the fact that it can be transformed into capital, that it can function as capital so as to produce in 
its movement a definite surplus-value, the average profit […], besides conserving its original value.’24 In the case 
of other commodities, use-value is ultimately destroyed, through consumption. Capital as a commodity, on the 
other hand ‘has the peculiar property that the consumption of its use-value not only maintains its value and use-
value but in fact increases it.’25 

Thus ‘[i]t is this use-value that money has as capital – the capacity to produce the average profit – that the 
money capitalist alienates to the industrial capitalist for the period during which [s]he gives him control of the 
capital loaned.’26 More: that it is use-value that is alienated is the reason that what is given out – money as capital 
– is a commodity. 

But if what is lent out is a commodity, what then is its price? In the purchase of a normal commodity, what the 
buyer buys is use-value, and what is paid is value. In the case of interest-bearing capital the situation is different. 
The mass of value – the money – is given out, and then returned; the lender remains its owner during this time. 
The borrower – the industrial capitalist – borrows the money as capital, as self-valorising value. Once the capital 
has been realised, it is paid back; but as realised capital it is paid back as augmented value, with interest. This 
interest is a part of the profit realised in the realisation of the capital. It is part of the profit, but it is part of the 
profit: the use-value of the capital for the borrower is precisely that it does realise a profit. Were there no profit, 
the lender would not have been able to alienate the use-value; were all the profit to accrue to the borrower, 
nothing would be paid for the alienation of the use-value.  

                                                                                                                                                                                
thing in question. By describing interest-bearing capital as begriffslose Marx is suggesting that the form of the movement of 
capital that starts out as interest-bearing capital is, in its very nature, a form which occludes the processes of which it is 
both initiator and result. It is not just that interest-bearing capital appears to be something which it is really not, it also is in 
its very nature so to appear. 
21 C3, p. 472. 
22 C3, p. 472. 
23 ‘For it is only the act of alienation that makes the lending of money into the alienation of money as capital, i.e. the 
alienation of capital as a commodity.’ C3, p. 472. 
24 C3, pp. 472-3. 
25 C3, p. 473. 
26 C3, p. 473. ‘The money loaned in this way is to a certain extent analogous in this respect to labour-power, in its position 
vis-à-vis the industrial capitalist. The difference is this: the industrial capitalist pays the value of the labour-power, whereas 
he simply repays the value of the loaned capital. The use-value of labour-power for the industrial capitalist is that of 
producing more value (profit) in its use than it possesses and costs itself. This excess value is its use-value for the industrial 
capitalist. And the use-value of the loaned money capital similarly appears as a capacity to represent and increase value.’ 
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Both lender and borrower put out the same sum of money as capital. But it is only in the hands of the 
borrower that it functions as such. Profit is not doubled by the double existence of the same sum of money 
as capital for two persons. It can only function for both of them as capital by a division of the profit. […] The 
entire transaction takes place, according to our assumptions, between two kinds of capitalist, the money 
capitalist and the industrial or commercial capitalist 27 

It is important to see here that ‘capital as capital is a commodity’: ‘[a]ll the relationships that appear here […] 
would be irrational from the standpoint of the simple commodity, or even from the standpoint of capital in so 
far as it functions as commodity capital in its reproduction process.’28 It is that ‘capital as capital is a commodity’ 
which leads to lending and borrowing taking the place of buying and selling, and that it is interest that is paid 
rather than the price of money capital. 

Marx now looks at interest, as the ‘price’ of money capital. The passage is an important one, and difficult to 
follow. We thus need to unpack it a little, with reference to the original text. 

If interest is spoken of as the price of money capital, this is an irrational form of price, in complete 
contradiction with the concept of the price of a commodity. [Here Marx again uses the word ‘irrationell’, 
suggesting something that presents itself in a way as to be misleading about its nature.] Here, price is reduced 
to its purely abstract form, completely lacking in content, as simply a particular sum of money that is paid for 
something which somehow or other figures as a use-value [what here is translated as ‘lacking in content’ is 
‘inhaltlose’, ‘meaningless’, because of lacking substance, being empty]; whereas in its concept, price is the value 
of this use-value expressed in money [and here what is rendered ‘concept’ is ‘Begriff’, as explained in note 19]. 

Interest as the price of capital is a completely irrational expression right from the start.[ ‘irrationeller’ again] 
Here a commodity [i.e. the capital] has a double value, firstly a value, and then a price that is different from 
this value [i.e. the interest], although price is [in other cases] the money expression of value. Money capital is 
at first nothing more than a sum of money, or the value of a certain quantity of commodities assessed as a 
sum of money. […] How then is a sum of value to have a price besides its own price, besides the price that is 
expressed in its own money form? Price, after all, is the value of the commodity as distinct from its use-value 
[…]. A price that is qualitatively distinct from value is an absurd contradiction.29 

As is his custom, Marx demonstrates the ridiculously contradictory nature of something, before delving deeper. 

Capital is capital because it is valorised; the degree to which capital is valorised is given by the rate of profit, i.e. 
the mass of profit (surplus-value) compared with the mass of capital which produced it. The degree to which 
interest-bearing capital is valorised is given by that part of total profit that comes to it, i.e. by interest, the ‘price’ 
the borrower pays for it. 

Capital is here (as interest-bearing capital) a commodity because (1) it is offered on the market, and (2) because 
its use-value is alienated. But the use-value of capital is to produce a profit. ‘The value of money or commodities 
as capital is not determined by their value as money or commodities but rather by the quantity of surplus-value 
that they produce for their possessor. The product of capital is profit.’30 

Insofar as capital is a commodity the division of profit into interest on the one hand and industrial (and 
commercial) profit on the other is governed by supply and demand.31 The market price of a ‘normal’ 

                                                 
27 C3, p. 475 (my italicisation). 
28 C3, p. 475. Marx uses the German word ‘irrationell’ here. As Hans Ehrbar (in his annotated version of the first volume of 
Capital, at <http://www.econ.utah.edu/ehrbar/akmc.pdf>) points out, this word ‘should be distinguished from the 
German ‘irrational’. It is not something that cannot be explained, or that does not follow reason, but it is something whose 
explanation is so un-obvious and misleading that those engaged in those surface relations are prevented from 
understanding what is really going on. It fosters illusions instead of rational behaviour.’ 
29 C3, pp. 475-6. 
30 C3, p. 477. 
31 Marx cites this as another reason why interest-bearing capital is a commodity.  
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commodity, as we have seen,32 is also determined by supply and demand. But between the operation of supply 
and demand in the case of interest and in the case of market prices there is a fundamental difference. 

In the case of market prices, if supply and demand coincide, the market price of a commodity coincides to its 
price of production (which in turn is governed by ‘the inner laws of capitalist production, independent of 
competition’33), i.e. supply and demand cease to have any effect.34 Non-coincidence of supply and demand 
‘determine divergences from the law.’35 

The interest on money capital is different because, other than that dictated by competition, there is no law for 
supply and demand to produce a divergence from. There is no ‘natural’ rate of interest; what appears as such is 
simply the rate of interest as determined by competition. Thus there are no ‘natural’ limits to the interest rate.  

Hence, in the case of interest-bearing capital, since competition does not determine divergence from a norm, in 
a situation where competition’s ‘reciprocally acting forces balance, all determination ceases, [thus] what is to be 
determined is something inherently lawless and arbitrary.’36 Marx promises to return to this astonishing conclusion in 
the next chapter. 

 

                                                 
32 This volume; chapter 10. 
33 C3, p. 477. 
34 Marx notes that the same is true with the case of wages: when the supply of and demand for labour coincide wages 
coincide with the value of labour-power. 
35 C3, p. 478. 
36 C3, p. 478 (my italicisation). However, Laurence Harris (‘On Interest, Credit and Capital’, 
<http://www.countdowninfo.net/uploads/6/7/3/6/6736569/on_interest_credit_and_capital.pdf>, pp. 149-50) notes 
the following. 
‘Marx's statements on the “accidental” and “empirical”  nature of the rate of interest concern only the status of interest 
within value theory. Interest-bearing capital is a commodity with a use-value and exchange-value, but its exchange-value or 
its price cannot be related to the socially necessary labour time involved in its production […]. Its ability to yield interest to 
its owner is quantitatively determined not by the qualitative differences between classes but by “competition” between 
different fractions of the bourgeoisie, or, in other words, by supply and demand for loanable capital. Thus, the level of the 
rate of interest is “accidental” only in the sense that the law of value plays no part in determining the equilibrium or 
average tendency of the rate of interest, the rate which exists when demand and supply “coincide”. [Therefore] [t]he fact 
that the rate of interest is (like the price of any commodity) determined by the forces of supply and demand and that 
(unlike other commodities) this occurs without the law of value acting as a determinant or central tendency does not mean 
that the determinants of the rate of interest lay outside of Marx's field of enquiry.’ 


