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Chapter Twenty-Four: The Transformation of Surplus-Value into Capital 

1  Capitalist Production on a Progressively Increasing Scale. The Inversion which 
Converts the Property Laws of Commodity Production into Laws of Capitalist 
Appropriation  

Earlier we saw how surplus-value arises from capital; now we see how surplus-value is converted into capital. 

The deployment of surplus-value as capital, or its reconversion into capital, is what is meant by the accumulation 
of capital. 

Our capitalist advances a capital of £10,000: 4 parts constant capital to 1 part variable capital, £8,000 and £2,000 
respectively. Each year she produces a total product with a value of £12,000. The rate of surplus-value is 100%, 
so the surplus product has a value of £2,000, one sixth of the total product. ‘£2,000 is £2,000. [...] When we 
know that a given value is surplus-value, we know how its owner came by it; but that does not alter the nature 
either of value or of money.’1 

The surplus, if transformed into capital in the same way as the original sum, will be divided into £1,600 constant 
capital and £400 variable capital. This new capital in turn realises a surplus of £400. 

The original form of the capital-value was money; the surplus-value, which existed as a value as part of the gross 
product, is reconverted into money once the goods are sold. 

The capital-value and the surplus-value serve the capitalist with what she needs to rebegin production: but the 
goods that she needs to do this must be found on the market, i.e. they must form a part of the annual 
production fund, the total mass of products into which all of the individual capitals (or the total social capital) 
have been converted. This total production has, in the first place, to supply all the use-values with which the 
material components capital used up have to be replaced. On top of this there is the surplus-product. If this 
surplus were destined solely for the consumption of the capitalist class then we would have a case of simple 
reproduction. But accumulation demands the transformation of at least a part of this surplus into capital, and 
the only elements that can serve as capital are those use-values that can serve as means of production and those 
as means of subsistence for the workers. ‘[...] surplus-value can be transformed into capital only because the 
surplus-product, whose value it is, already comprises the material components of a new quantity of capital.’2 

But in addition, the capitalist class also requires – if the increased intensive and/or extensive exploitation of the 
workers does not suffice – additional labour. Capitalist production has already solved this problem, by 
reproducing the working class as a class dependent on wages sufficient not only to maintain itself but also to 
reproduce itself in increasing numbers. ‘[...] the cycle of reproduction alters its form and [...] changes into a 
spiral.’3 

Independently of where the original capital came from, the additional capital(s) – the reconverted surplus, the 
accumulated capital – comes directly and entirely from unpaid labour. If the additional capital is used to employ 
the worker who produced it, then she has to not only continue to valorise the value of the original capital, but 
also to buy back the results of her previous labour with more labour than they originally cost. ‘In every case, the 
working class creates by the surplus labour of one year the capital destined to employ additional labour in the 
following year.’4 

The whole foundation of this process is the initial purchase of labour-power with part of the original capital. 
This transaction not only conforms to the laws of commodity exchange but from a legal point of view 

                                                 

1 Karl Marx, Capital vol. 1 (Harmondsworth, 1990) [hereafter C.], p. 725. 
2 C., p. 727. 
3 C., p. 727. 
4 C., p. 729. 
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presupposes nothing but the fact that both worker and capitalist stand free to dispose of what already belonged 
to them: respectively the capacity to labour, and money. And through each successive cycle the worker 
continues to sell the capitalist her labour-power at (according to our assumptions) its real value. But behind this 
form, we now see that the capital used to buy labour-power is nothing more than labour appropriated without 
an equivalent, and that the worker becomes obliged to replace not only this capital but to furnish it with a 
surplus to boot. ‘The relation of exchange between capitalist and worker becomes a mere semblance belonging 
only to the sphere of circulation, it becomes a mere form, which is alien to the content of the transaction itself, 
and merely mystifies it.’5 

In the passage here just summarised, it is the inequity of the relation between worker and capitalist that is 
emphasised. In the following one – an insert by Engels to the fourth German edition based on a passage by 
Marx in the French translation – almost the opposite approach is taken. Summarising the process of 
methodological development that has led us to this point (which need not be repeated here) it is precisely the 
legal rectitude of the exchange of equivalents that is emphasised. But then the following – interesting and 
important – point is made. The legal (and prima facie moral) equity of the relation between worker and capitalist 
only stands out if each act of exchange is viewed independently from all the others. 

If [...] commodity production [...] is to be judged according to its own economic laws, we must consider each 
act of exchange by itself, apart from any connection with the act of exchange preceding it and that following 
it. And since sales and purchases are negotiated solely between particular individuals, it is not admissible to 
look here for relations between social classes.6 

However, 

the matter looks quite different if we consider capitalist production in the uninterrupted flow of its renewal, 
and if, in place the individual capitalist and the individual worker, we view them in their totality, as the 
capitalist class and the working class confronting each other. But in so doing we should be applying standards 
entirely foreign to commodity production.7 

 

2  The Political Economists’ Erroneous Conception of Reproduction on a Large Scale 

Here Marx deals with the mistaken view, emanating from Adam Smith, that says, in effect, that, even though 
each individual capital is divided into ‘fixed’ (constant) and ‘circulating’ (variable) capital, the capital of society 
can be ultimately and exclusively resolved into the consumption by productive workers, i.e. variable capital. 
According to Smith (in his Wealth of Nations), capital laid out for means of production is ultimately resolved into 
wages, for the supplier of raw materials and means of production too pays wages, as does her supplier, as does 
hers, etc., until the entire original sum is accounted for.8 

Inter alia, he makes the following interesting observation. 

It was of decisive importance for the bourgeois economists, when confronted with the habitual mode of life 
of the old nobility, which, as Hegel rightly says, ‘consists in consuming what is available’, and is displayed in 
particular in the luxury of personal retainers, to promulgate the doctrine that the accumulation of capital is 
the first duty of every citizen, and to preach unceasingly that accumulation is impossible if a man eats up all 
his revenue [...]9 

 

                                                 
5 C., pp. 729-30. 
6 C., p. 733. 
7 C., p. 732. 
8 Related to this doctrine is that which says that the price of commodities is composed of rent, profit and wages, i.e. of 
surplus-value and variable capital. Marx promises to return to these matters in volume 2. 
9 C., p. 735. 
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3  Division of Surplus-Value into Capital and Revenue. The Abstinence Theory 

In the chapter on simple reproduction Marx dealt with surplus-value solely as a fund to satisfy the capitalist’s 
personal consumption; in this chapter so far we have dealt with it exclusively as a fund for accumulation. In 
reality, of course, it is both things. 

The division between these two parts is made by the capitalist, as an act of will. 

Except as capital personified, the capitalist has no historical value [...]. But insofar as he is capital personified, 
his motivating force is not the acquisition and enjoyment of use-values, but the acquisition and augmentation 
of exchange-values. He is fanatically intent on the valorisation of value; consequently, he ruthlessly forces the 
human race to produce for production’s sake. In this way he spurs on the development of society’s 
productive forces, and the creation of those material conditions of production which alone can from the real 
basis of a higher form of society, a society in which the full and free development of every individual forms 
the ruling principle. Only as a personification of capital is the capitalist respectable.10 

 

4  The Circumstances Which, Independently of the Proportional Division of Surplus-
Value into Capital and Revenue, Determine the Extent of Accumulation, Namely the 
Degree of Exploitation of Labour-power, the Productivity of Labour, the Growing 
Difference in Amount between Capital Employed and Capital Consumed, and the 
Magnitude of Capital Advanced 

Given the division of surplus-value into the accumulation fund and the consumption fund, the quantity of 
accumulated capital depends on the quantity of surplus-value. These are the factors that influence the quantity 
of surplus-value that need to be re-examined in the light of what we have now established with regard to the 
reproduction and accumulation of capital. 

 

I  The degree of exploitation of labour11 

Marx here limits himself to observe that, although in the foregoing we have assumed that wages are at least 
equal to the value of labour-power, ‘the forcible reduction of the wage of labour beneath its value plays too 
important a role in the practical movement of affairs for us not to stay with this phenomenon for a moment.’12 

Commenting on J S Mill’s belief that wages lack any productive power, and that, therefore, ‘if labour could be 
had without purchase, wages might be dispensed with, Marx quips: ‘But if the workers could live on air, it would 
not be possible to buy them at any price.’13 

Nevertheless, as Marx illustrates with a series of historical examples, ‘the constant tendency of capital is to force 
the cost of labour back towards [...] absolute zero.’14 

Marx also observes that it is not necessarily the case that constant capital must increase proportionally to 
variable capital. 

                                                 
10 C., p. 739. Not directly connected to our discussion here, Marx makes the following point (explaining why the capitalist 
is a necessary figure in only one segment of human history): ‘In economic formations of society of the most diverse types 
there occurs not only simple reproduction but also, though in varying degrees, reproduction on an increasing scale. 
Progressively more is produced and consumed, and therefore more products have to be converted into means of 
production.’ (C., p. 745) This (the tendency towards ‘reproduction on an increasing scale’) looks very much like the 
tendency of the forces of production to grow (cf. 1859 Preface). 
11 Where I insert my own subheads they appear, as here, in sans serif type. 
12 C., pp. 747-8. 
13 C., p. 748. 
14 C., p. 748. 
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If in a factory employing 100 workers working an 8-hour day the owner wishes to increase the total daily labour-
time by 50%, from 800 hours to 1,200 hours, he can simply employ an extra 50 workers. But this would require 
a greater outlay on instruments of labour. But the same result could be achieved by extending the working day 
to 12 hours, with no extra workers, and, consequently, with no necessary extra outlay on instruments of labour 
(even though the existing ones will wear out more quickly) – although of course a proportionally greater quantity 
of raw materials would be consumed. In this way, capital can acquire ‘a power of expansion beyond the limits 
apparently fixed by its won magnitude, or by the value of the mass of the means of production which have 
already been produced, and in which it has its being.’15 

 

II The degree of productivity of social labour 

As the productivity of labour increases, the mass of products which contain a certain value, and hence surplus-
value, also increases. Given a constant rate of surplus-value (or even a falling one, if the rate of fall is less than 
the rate of rise of productivity of labour) the mass of surplus-value increases. If the division between the 
accumulation fund and the consumption fund remains constant, then the capitalist can find that she is able both 
to consume more and to accumulate more. 

Given that a greater productivity of labour cheapens products, it may occur that the capitalist can consume more 
products even though the relative magnitude of the accumulation fund increases at the expense of the 
consumption fund. 

And given that a rise in the productivity of labour also cheapens the worker (by lowering the value of the 
necessary means of subsistence) it is accompanied by a higher rate of surplus-value, even when real wages rise. 
In these circumstances the same variable capital can set in motion more labour and the same constant capital 
more means of production. Thus the same, or even smaller, quantity of additional capital can permit accelerated 
capital accumulation; not only is there a material extension of the scale of reproduction but there occurs a more 
rapid production of surplus-value relative to the value of the additional capital. 

More: a rise in productivity in those sectors that produce instruments of labour allows the replacement of old, 
worn out instruments by more efficient and cheaper ones. 

 

III The proportions of capital deployed and capital consumed 

The same quantity of labour always adds the same value in production. However, labour, apart from creating 
new value, also passes on the value contained the raw materials and instruments of production it consumes. In a 
given period of time, a higher productivity of labour will pass on more ‘old’ value than labour of a lower 
productivity, while creating the same new value as less productive labour. In other words, the higher the 
productivity of labour, the higher – all else being equal – the value of the mass of finished product. 

 

IV  The magnitude of capital advanced 

Given the degree of exploitation of labour-power, the mass of surplus-value depends on the number of workers 
to be exploited, and this in turn is conditioned by (though not necessarily proportionally so) by the size of the 
capital. 

[...] the more that capital increases by successive accumulations, the more does the sum of value increase that 
is divided into a fund for consumption and a fund for accumulation. The capitalist can therefore have a more 
pleasant life, and at the same time ‘renounce’ more. And, finally, the more the scale of production extends, 
along with the mass of capital advanced, the greater the expansive capacity of its driving forces.16 

                                                 
15 C., p. 752. 
16 C., p. 757. 
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V  The So-Called Labour Fund 

Marx here turns his attention to another of the dogmas of classical political economy: the notion that social 
capital has a fixed magnitude and a fixed degree of efficiency. Marx ascribes this idea to the ‘apologetic’ need to 
represent that part of capital convertible into labour-power, i.e. variable capital, as of a fixed extent. But nothing 
is further from the truth: what Marx’s analysis up to this point is precisely founded upon is that ‘capital is not a 
fixed magnitude, but a part of social wealth which is elastic, and constantly fluctuates with the division of 
surplus-value into revenue additional capital.’17 Further: 

even with a given magnitude of functioning capital, the labour-power, science and land (which means, 
economically speaking, all the objects of labour furnished by nature without human intervention) 
incorporated in it form elastic powers of capital, allowing it, within certain limits, a field of action 
independent of its own limits.18 

 

                                                 
17 C., p. 758. 
18 C., p. 758. The general point accepted, it is difficult to agree with Marx here that science – or even knowledge – can be 
free of human intervention, ‘economically speaking’ or no. 


