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Chapter 6: The Costs of Circulation 
In this chapter we shall be examining the costs supposed by the circulation of commodities. We shall see three 
classes of costs: 

1  those that are incurred in realising the transformations C–M and M–C 

2  those that arise in the formation of stock 

3  those supposed by the transport of commodities 

Alone of the three, the first category, although it supposes the expenditure of labour, does not impart value to the 
commodities affected by it. The second, insofar as it operates on the product as use-value, imparts value (and 
therefore surplus-value) to the commodities concerned, even though at the total level it represents a deduction 
from social capital. The last of these, transportation, although it occurs within the sphere of circulation, is actually a 
continuation of production within this sphere. 

 

1  Pure circulation costs 
(a) Buying and selling time 

We are assuming that commodities are sold at value: what is involved in the sale and purchase of commodities is 
their conversion from one value form to another.1 Nevertheless, the realisation of C–M and M–C costs both time 
and labour-power.2

Here we have a function both necessary for reproduction and unproductive,

 
3 carried out by those we shall consider 

as merchants. For our purposes, a merchant is a capitalist who buys and sells commodities (i.e. we shall be 
disregarding merchants’ capital): she expends her labour-power and labour time in C–M and M–C, thus performing 
a necessary function even though the content of her labour creates neither value not products.4

Book-keeping (which includes price calculation) requires that labour-time is spent both as labour-time and, to the 
extent that book-keeping requires space and equipment, as means of labour.

 

Assuming the merchant is a wage-labourer, she works, as such, part of the day for nothing: let us say she receives 
the value product of 8 hours’ labour but in fact works 10. Neither her necessary labour nor her surplus labour 
create value, although it is by means of the former that she receives part of the social product. 10 hours’ labour are 
in this way used up in circulation, and is not available for productive labour; the 2 hours’ surplus labour are thus not 
appropriated as value, although the amount to a cheapening of the costs of circulation. To the extent that the 
capitalist employs wage-labourers as buyers and sellers there is an additional outlay of capital: a part of the variable 
capital is advanced in acquiring labour-power that only functions in circulation; the scale on which the capital 
advanced functions productively is correspondingly reduced. 

 

(b) Book-keeping 

5

                                                 
1 And even if they are not sold at their values, the sum of converted values is the same. 
2 But not to create value. 
3 And typically, comments Marx, is converted from the secondary activity of many into the principal activity of a few.  
4 He is a part of the faux frais of production. 
5 ‘Arbeitsmittel’. 

 Again, we have a necessary 
unproductive function, for which a part of capital is withdrawn from production and belongs to costs of 
circulation.  
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‘[A]s value in process, whether within the production sphere or [...] circulation [...], it is only ideally6 [notionally] that 
capital exists in the shape of money of account [...].’7 Through book-keeping, registering and controlling the 
movement of capital, ‘valorisation receives symbolic reflection in the imagination.’8

The fact that certain commodities function as money arises from the nature of commodity production itself, since 
the mass of commodities must assume the money form: the quantity of money commodity – and its needs of 
maintenance – grow in function of the growth of the mass of commodities. The commodities which serve as 
money commodity are destined for neither individual nor productive consumption; rather they represent ‘social 
labour fixed in a form in which it serves merely as a means of circulation [...] [in other words] costs of circulation 
that arise simply from the social form of production. They are faux frais of commodity production in general’

 

Nevertheless, we need to make a distinction between the costs arising from book-keeping and those from buying 
and selling. The latter arise from the social form of production itself, out of the fact it is a process of production of 
commodities; the former from the fact that capitalist production takes place on an increasingly social scale and loses 
its individual character. 

 

(c) Money 

9

But there are also production processes that are continued in the sphere of circulation – whose productive character 
is hidden by the circulation form – that do have a value-forming effect for the individual capitalist (even if they may 
be unproductive from a social point of view), and form an addition to the selling price.

 

 

2  Costs of storage 
Circulation costs that arise from changes in form of value do not enter into the value of commodities; capital spent 
on them represent deductions from productive capital. 

10

The commodity product forms a commodity stock as long as it is in the interval between the sphere of production 
and that of consumption. As such, as stock, commodity capital appears twice in each cycle of capital: once as the 

 Since all labour that adds 
value adds surplus-value, costs that increase the value of commodities without increasing use-value are social faux 
frais at the same time as enriching the individual capitalist. Nevertheless, insofar as what they add to the value of 
commodities just distributes these circulation costs equally they do not cease to be unproductive in character: this 
addition to the price of the commodity merely distributes these costs of circulation. 

 

(a) Stock formation in general 

                                                 
6 Marx uses the word ‘ideell’; in Karl Marx, Capital vol. 1 (Harmondsworth, 1990) [hereafter C1.], pp. 189-90, where he talks 
about how the prices of commodities are fixed in terms of gold, without the presence of actual gold. Marx here uses the same 
term – ‘ideell’ – to talk  about the price form. In his annotations (‘Annotations to Karl Marx’s “Capital”’, 
<http://www.econ.utah.edu/~ehrbar/akmc.htm>),  Hans Ehrbar comments: ‘Marx says here something about the price 
form which is true for all value forms of a commodity: it is “notional.” The German word translated here by “notional” is 
“ideell”. It is incorrect to translate “ideell ” with “ideal.” Marx makes a strict distinction between the German terms “ideal” and 
“ideell.” Something which is ideal is by definition not real, it is an idealization of something real. The price of a commodity is 
not ideal in this sense. Marx held the view that social relations are real forces [...]. One should not be confused by this 
formulation and think Marx wanted to deny their reality.’ (p. 724) 
7 Karl Marx, Capital, vol. 2  (Harmondsworth, 1978) [hereafter C2], p. 211. 
8 C2, p. 211. 
9 C2, pp. 213-14. 
10 And since these costs differ among capitals, adding them to the price – and remember that here we are still assuming that 
price = value – of the commodity means they are distributed in the proportion that  in proportion to the amount to be borne 
by each individual capitalist. 
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product of a given cycle, once, present in the market to be sold and transformed into productive capital, as the 
product of another – indeed, for the (re)production process to flow smoothly a mass of commodities (mp) must 
form a stock (i.e. be present on the market).11

The general point is this: the shorter commodity capital exists as stock (‘an inexpedient and involuntary stay on the 
market’

 (In addition, productive capital also includes labour-power; the 
money form here is value form of the means of subsistence the worker must find on the market.) 

12

The existence of stock requires objects of labour and labour-power for its maintenance, supposing costs that count 
as costs of circulation. But these costs are costs (unlike the ‘pure circulation costs’ we saw at the beginning of the 
chapter) that do add value, i.e. increase the price, (and hence add surplus-value) to the product. The capital and 
labour-power used for maintenance and storage are withdrawn from the direct production process, must be 
replaced out of the social product, and thus have the effect, in that more capital  and labour is necessary to produce 
the same  effect, of reducing the productivity of labour.

), i.e. the more quickly it is sold, the more fluid the reproduction process. But, at the same time, the very 
presence of commodity stock is a condition for the flow of the reproduction process. 

13

What is the distinction between the costs of circulation here being considered – the costs of maintenance and 
storage of commodity stock – and the ‘pure’ costs considered above? The latter ‘do not operate on the use-value in 
which the commodity value exists’: they arise ‘only from the specific social form of the production process (only 
from the fact that the product is produced as a commodity and must therefore also pass through a transformation 
into money).

 

14 In the former case, on the other hand, ‘the value of the commodities is conserved, or increased, [...] 
because the use-value, the product itself, is [...] subjected to operations in which additional labour works on the use-
values.’15

their actual object is not the formal transformation of value, but the conservation of the value which exists in the 
commodity as [...] a use-value, and hence can be conserved only by conserving the product, the use-value itself. 
The use-value is not increased or raised; on the contrary, it declines. But its decline is restricted, and it itself is 
conserved.

 Hence 

16

Marx now criticises Adam Smith’s notion that the formation of stock is something specific to capitalist 
production.

 

17 Stock, Marx points out, exists in three forms: 

• in that of productive capital 

• in that of the individual consumption fund 

• in that of commodity capital 

Although the absolute size of stock may increase in all three forms, it declines relatively in one form if it increases in 
one or the other (or both). These relative sizes depend on the purpose of production: 

• Where production is orientated towards the satisfaction of the producers’ own requirements (Marx cites the 
ancient peasant economies), i.e. where only a small proportion of goods are produced for exchange, the 
great mass of the social product does not assume the commodity form and stock in the form of 
commodities is small or non-existent. Stock in the form of consumption fund – means of subsistence – is 

                                                 
11 If this latter is produced to order there will be an interruption until it is produced. 
12 C2, p. 215. 
13 Marx thus denotes them (C2, p. 216) as ‘expenses’. 
14 C2, p. 216, italicisation added. 
15 C2, p. 216. 
16 C2, p. 217. 
17 And the contrary position, that stock formation declines with the development of capitalist production. 
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relatively big.18 

• Stock in the form of productive capital exists as means of production directly engaged in production of 
latently so. The development of the capitalist mode of production increases the social productivity of labour 
in an unprecedented fashion, and the mass of means of production as means (instruments) of labour grows 
constantly as both premise and effect of this growth in the productivity of labour.19 As consequence the 
total mass of means of production – including too raw materials, ancillary products and other means and 
objects of labour – which must, to avoid interruptions in the process of reproduction, be at hand either on 
the market or in the sphere of production grows constantly. Hence a growth in stock in the form of 
productive capital and commodity capital. 

• But the degree to which capital forms a commodity stock – i.e., exists on the market – or exists as a stock of 
latent productive capital (i.e. in the sphere of production without being directly productively engaged) 
depends on the speed, regularity and certainty of supply: the less these are fulfilled, the more capital must 
take the form of latent capital (and, by the same token, the very development of capitalist production itself 
facilitates the efficacy of supply and reduces the relative size of stock in the form of latent productive 
capital). But the existence of stock either in the form of latent productive capital or commodity capital on 
the market is not the existence of stock or not but a question of the form of the stock. 

 

(b) The commodity stock proper 

Three factors, which arise from the social form of capitalist production, are pertinent here: 

• With the development of capitalist production the more the product takes the commodity form (even, 
compared with other modes of production, at the same scale of production); but, to the extent that 
commodity product does not pass directly into individual or productive consumption, it exists in the form 
of commodity stock. Independently of the scale of production, therefore, the scale of commodity stock 
grows in function of the development of capitalist production. But this only represents a change of the 
social form of stock: to commodity form rather than those of elements of production and consumption. A 
rise in the absolute size of commodity stock in these conditions is a consequence of the greater scale of 
production concomitant to capitalism. 

• With the development of capitalist production, the scale of production is determined less by immediate 
demand for its product and more by the capitalist’s drive to valorisation (and hence expansion of  scale of 
production). The mass of capital tied up in the form of commodity stock on the market grows. 

• As the mass of the population are transformed into wage-labourers – ‘people who live from hand to mouth, 
who receive their wages by the week and spend them by the day’20

Whatever the social form of the stock, its existence implies costs,

 – means of subsistence must exist on the 
market in the form of stock. 

21

To what degree do these costs enter into the value of commodities? It cannot be that costs arising from the 
conservation of the commodity product increase its value, for in that case it would be advantageous in itself to delay 

 costs which represent an outlay of social capital, 
and which do not enter into the formation of the product, and are thus deductions from it (however necessary an 
expenditure of social wealth they may be). 

                                                 
18 Smith held that no stock existed in such societies, confusing the form of stock with stock itself. 
19 Cf. C1, pp. 772-81. 
20 C2, p. 221. 
21 Costs which are reduced, Marx notes (C2, p. 222), the more the stock is socially concentrated. 
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the sale of the commodity product.22 ‘The expenses it cost [...] [the capitalist] to maintain [...] [the product] in its 
commodity form pertain to his own individual expenses and do not interest the buyer [...]. The latter does not pay 
him for the circulation time of his commodity.’23

Given that the commodity stock is, given the scale of production, only the commodity form of the stock that would 
still exist as either productive stock (latent production fund) or as consumption fund (reserve of means of 
consumption) if it did not exist as commodity stock, the maintenance costs it supposes – objectified or living labour – are 
‘the transposed expenses of maintaining the social production fund and the social consumption fund. The increase 
in value to which they give rise simply distribute these expenses proportionally between the various commodities 
[...].’

 

On the other hand, there can be no stock without circulation; hence no circulation without stock. In addition,  

The volume of the commodity stock must be sufficient to satisfy the volume of demand over a given period; this 
volume must be larger than the average sale, for otherwise excesses over this average could not be satisfied. 
Nevertheless, as it is disappearing constantly, the stock must be renewed constantly: this renewal must come from 
production, and thus depends on the time necessary for the reproduction of the commodities. The formation of 
stock in this way is a premise of the continuity of circulation, and therefore of the reproduction process (which 
includes the circulation process). 

24

A normal stock is that which has arisen as a necessary condition of commodity circulation; but as soon as 
commodities existing as stock fail to make room for incoming production it – or a part of it – arises from the 
stagnation of circulation, not as a premise for the uninterrupted sale of commodities but as a consequence of their 
unsaleability. Its costs now arise from the form of the stock, from the difficulty of achieving the metamorphoses of 
sale, and rather than adding value to the commodities form a deduction, ‘a loss of value in the realisation of value’

 

25 It 
is important to note that in both cases – normal and abnormal commodity stock formation – the form of the stock 
remains the same. 

The costs of stock formation lie in: 

• a quantitative reduction in the mass of the product (through spoilage, for example) 

• a deterioration of quality 

• the objectified and living labour necessary for the stock’s storage and conservation 

 

3  Transport costs 
The general law is that we have observed is that ‘all circulation costs that arise from a change in form of the commodity cannot 
add any value to it.’26

                                                 
22 Just as, were it the case that the value of commodity were dependent on the actual labour expended in its production, rather 
than that socially necessary, it would be a advantageous to work slowly and inefficiently. Cf. C1, p. 129. 
23 C2, p. 222. Deliberately holding back a commodity in anticipation of a revolution in value, this latter is not a consequence of 
the costs incurred in maintaining the product as stock. 
24 C2, p. 224. 
25 C2, p. 225. 
26 C2, pp. 225-6, italicisation in original. 

 They are costs incurred in realising the value or transforming it from one form to another. The 
replacement of these costs come from the surplus product and thus forms a deduction from it. 
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Social production may require the movement of products in space.27

This ‘circulation’ of commodities, i.e., their actual movement in space, is carried out by the transport industry, 
which forms on the one hand an independent branch of production and thus a separate sphere of investment of 
productive capital. This industry thus appears as ‘the continuation of a production process within the circulation 
process and for the circulation process.’

 Use-value is realised in consumption, and only 
in consumption, such that, if its consumption requires a change in location, then this latter represents and additional 
production process. The productive capital invested in the transport industry thus imparts value to the products 
transported, in part through transferring value from the means of transportation, in part by adding value through 
the labour performed in transport (and this latter addition of value can be separated into replacement of wages 
(variable capital)and surplus-value). 

 The transportation of commodities involves not only the movement of finished products for individual 
consumption but also the change of location of means of labour and object of labour from one place of production 
to another. 

The general law that the productivity of labour and the value it creates stand in inverse proportion to each other 
holds true for the transport industry as well: thus the absolute magnitude of value added by the transport of 
commodities stands in inverse proportion to the productive power of the transport industry and direct proportion 
to the distance to be traversed. 

Thus that part of value relative to that of the product that transport adds, all else being equal, is proportional to the 
products’ size and weight. Modifying factors arise from the fact that different products require more or less 
precaution in their transport. 

The capitalist mode of production reduces the cost of transportation for the individual commodity by developing 
the means of transport and communication, and by increasing their scale. It increases the proportion of living and 
objectified social labour expended in transport, by, one, converting the mass products into commodities, and, two, 
by substituting distant markets for local ones.  

28

                                                 
27 Even if without actual movement, as in the case of A’s sale of a house to B: the house circulates in this physical sense even 
though it does not actually move; normally moveable commodity values may remain in the same physical place while they are 
repeatedly bought and sold  by speculators. What counts here is the movement of the property title.  
28 C2, p. 229. 

 


