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Chapter Five: Contradictions in the General Formula 
We have now established that capital is self-valorising value. The killer question now is, established what capital 
does, how does it do it? Whence the ΔM? But as soon as we ask this question, problems present themselves at 
every turn. 

First problem: the difference between the simple circulation of commodities and the circuit of capital is only the 
sequence in which the two inverted acts of sale and purchase occur. How can such a simple difference of form 
introduce such a radical difference of content? 

Second problem: this formal difference is moreover only a subjective difference, since it is only different from the 
point of view of the process’s mediator, the buyer-seller; for the other two people involved it would be the same 
whether they were taking part in C-M-C or M-C-M. 

But, as we have established, M-C-M must be M-C-M΄, M-C-M+ΔM (at least in intention, and therefore in 
possibility). Where does the ΔM come from, and how does it arise? Since the circuit M-C-M is circulation, Marx 
reasons, we need to look to see where, and how, in circulation the valorisation of values occurs (and in so doing 
we will surely find we have solved our problems above). Marx now tries three different ways of looking at M-C-
M to try to find an answer to these questions. 

 

First attempt: the exchange of equivalents1 

Let us assume for simplicity’s sake that two commodity owners exchange their products, with money acting as 
money of account, i.e. it is used after the exchange to settle outstanding balances and does not enter into the 
exchange of commodities as such. What we have is something approximating to simple barter. It is undoubtedly 
the case that there is a possibility of advantage accruing to one or another – probably both – parties; indeed, were 
it not so (or not believed to be so) the exchange would not take place. Each gains a use-value she did not have 
and which she wanted. It is also the case that such an exchange could give rise to an increase in productivity – 
more use-value for less labour – since the motivation for the exchange may well be that each of the contractees 
produces her own commodity more productively than the other. But if the commodities are equivalents (which 
is both normal and our assumption here) then no gain with respect to exchange-value can occur: value is 
exchanged for value; no new value appears. 

What happens when money does indeed enter into the transaction, when sale and purchase form two distinct 
acts? We have already seen that value is not determined in circulation (although it is realised here), but in 
production, in the labour expended in producing the commodity. This is indicated that the price of a commodity 
is established before it enters into circulation. Moreover, as we have seen, the exchange of commodities mediated 
by money passes through a series of metamorphoses – not changes of substance, merely of form. This means that, 
independently of the fact that use-values change hands, the same quantity of value, i.e. the same quantity of social 
labour, remains throughout the process in the hands of the same commodity-owner, first in the shape of her 
own commodity, then in the shape of the money realised by its price, and finally in the shape of the commodity 
into which the money is transformed. Again, no new value appears (and no value is lost). Any gain which might 
accrue to either party pertains solely to use-value. 

 

Second attempt: exchange of non-equivalents 

In commodity exchange in its pure form, in the exchange of equivalents, no new value can accrue. But, Marx 
reasons, nothing ever really takes place in its pure form: what might happen then in the case of the exchange of 
non-equivalents? In this case, someone must sell below value, and someone above value. 

                                                 
1 Where I insert my own subheads they appear, as here, in sans serif type. 
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Marx approaches this hypothesis from two directions. First, reasoning that, abstracted from the bodily 
differences of their commodities, i.e. from use-value, in exchange all commodity-owners are alike save for the 
fact that they are either buyers or sellers, he posits that, for some unknown reason, it is suddenly possible to sell 
commodities above their value, say, by 10%. But, in simple exchange, every seller is next a buyer, and she who 
has just sold above value must now buy above value too. No extra value can accrue to anybody; what has just 
happened is the equivalent of a generalised increase in prices; but the relations between the values of the 
commodities remains unchanged. 

And precisely the same would occur, of course, if the reverse situation were to take place, if suddenly it became 
possible generally to buy below value. Value relations would remain unchanged. 

Marx now briefly dispenses with the possibility of extraneous circumstances entering into the matter. One 
cannot seriously argue that it is consumers in general who pay more for their products than has been spent in 
producing them. Who are the consumers? In the exchange of commodities every buyer must sell and every seller 
must buy. In addition, where would the ‘consumers’ have received their ‘extra’ money from, with which to pay 
over the odds? Neither can it suffice to argue that there exists a class of people who consume but do not 
produce, buyers who do not sell, to whom those who do indeed produce gain the privilege of selling over the 
odds. Again, the question arises: where does this unproductive class get its money from? Marx reasons that they 
can only have stolen it, and that by selling, at inflated prices, to this class of people the sellers are only getting 
back a part of what must previously in one way or another have been handed over for nothing. Again, there is 
no sign of any new value appearing. 

 

Third attempt: exchange by individuals 

Marx now explores another hypothesis. Maybe we have been too rigid in our view of people as mere economic 
agents, and we should see them instead as individuals. 

A, who is cannier than most, canny enough to swindle B without B being able to exact his revenge, by selling 
him a commodity worth £40 in exchange for a commodity worth £50. A has thus converted £40 into £50 and 
gained £10 of ‘profit’. But before the exchange we had £90 of commodities in circulation, and after it we have ... 
£90 in circulation too. A has gained £10, and B has lost £10, but the value in circulation has not changed one 
iota. It is as if A had just robbed B of £10, without the disguise effected by exchange. Value has indeed been 
redistributed, but there has appeared no new value, no ΔM. 

 

However we look at the matter, then,  it is clear. Circulation, the exchange of commodities, can create no new 
value.2 We saw, in Chapter 4, that capital, self-valorising value, M-C-M΄, arises in circulation. We have just seen 
in this chapter also that it cannot arise in circulation. We have reached, therefore, something of an impasse. 

                                                 
2 Marx here makes an important methodological point. The first forms of capital to appear historically are merchants’ and 
usurers’ capital. And it does indeed appear as if these forms of capital do exist solely in the sphere of circulation. In fact, 
Marx reassures us, it is not so, but we do not yet have the theoretical equipment to deal with these forms of capital (we 
shall return to the matter, in fact, in Volume 3). For the moment Marx suffices with the observation that when we do 
arrive at the necessary point, we shall see that both merchants’ and usurers’ capital are derivative forms, and we shall also 
then see concretely why merchants’ and usurers’ capital appear first. 


