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Chapter 11: Theories of Fixed and Circulating Capital. Ricardo 
Ricardo identifies two sorts of capital: ‘capital that is to support labour’ (fixed capital), and ‘capital invested in tools, 
machinery, and buildings’ (circulating capital); respectively, instruments of labour and variable capital. The 
distinction is made on the basis not of the valorisation process but – as in the case of Smith – on that of circulation. 
Two misconceptions arise: 

1 ‘The differences in the degree durability of the fixed capital, and the variations in the composition of capital in 
terms of constant and variable, are taken as equivalent.’1

This standpoint is that of ‘phenomena in their finished form’, as opposed to that of the ‘inner mechanism of 
capitalist production’.

 The former, however, as far as valorisation is 
concerned, only relates to how a given quantity of value is transferred to the product; the latter determines 
variations in the production of surplus-value. In terms of the circulation process, the former is concerned 
solely with the period of the renewal of capital. 

2 As Marx notes, in the distribution of the social surplus-value between capitals, the 
effect on the equalisation of the general rate of profit and the transformation of values into process or 
production3
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 of differences in the time for which capital is advanced (i.e. variations in the lifespans of fixed 
capitals) and in organic compositions of capital are similar. 

In Ricardo’s categories, with instruments of labour on the one side and variable capital on the other, objects of 
labour disappear from the picture. They cannot appear as fixed capital, since their manner of circulation 
coincides with the capital laid out on labour-power; but neither can they appear as circulation capital, because 
of the Smith’s legacy in conflating fixed/circulating capital and constant/variable capital. 

From the standpoint of the organic composition of capital, the composition of constant capital between 
instruments of labour and objects of labour is immaterial; from the standpoint of circulation, i.e. the distinction 
between fixed and circulating capital, the composition of circulating capital between objects of labour and wages is 
equally immaterial. 

The characteristic feature of variable capital is that a given (‘constant’) part of capital (i.e., a given sum of value) is 
exchanged for a ‘power’4

Instruments of labour comprise one part of fixed capital by virtue of their function in production, and their 
function is in part determined by their use-value form, i.e. is a material factor. If the part of capital laid out on 
labour-power is considered from the standpoint of circulating capital as opposed to fixed capital, given the material 
basis of the function of instruments of labour as fixed capita it is natural to view the opposed character of the 
capital laid out on labour-power as circulating capital through the optic of its material nature, and define circulating 
capital in terms of its material nature. But the material laid out on wages is labour itself: value-creating labour-
power, which the capitalist has exchanged for dead, objectified labour, and incorporated into her capital. Within the 
production process, instruments of labour, objects of labour, and labour-power stand together as productive 
capital. Within the labour process, labour-power confronts instruments of labour and objects of labour as the 
personal factor against objective factors. Within the valorisation process, instruments of labour and objects of 

 that valorises itself and creates value, i.e., which creates surplus-value. But this 
distinguishing feature of the part of capital expended on wages disappears once it is considered from the point of 
view of the circulation process, from which it appears only as circulating capital (opposed to the fixed capital 
expended on instruments of production), i.e., when it is placed together within a common category with a component 
of constant capital. Through this optic, surplus-value is ignored; what counts is just that the value imparted by labour-
power (and object of labour) is imparted completely and is hence completely replaced by the commodity’s sale. 

                                                 
1 Karl Marx, Capital, vol. 2  (Harmondsworth, 1978) [hereafter C2], p. 293. 
2 C2, p. 294. 
3 Of which more in volume 3. 
4 The English text says ‘force’; ‘power’ (Kraft) suggests labour-power (Arbeitskraft). 
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labour stand distinct from labour-power as constant capital to variable capital. Within the circulation of capital, 
what is material is that value is objectified labour, and self-acting labour-power is self-objectifying labour, and the 
latter creates value and surplus-value as it functions. But what it manifests in its function as the dynamic creation of 
value is manifested on the side of the product as static already created value. The value incorporated thus in the 
product must be released through its sale so that labour-power be bought afresh and incorporate into productive 
capital. It is this which gives labour-power its character of circulating capital. 

Again, for Ricardo, as for Smith, the Physiocratic distinction between avances annuuelles and avances primitives is 
reproduced as greater or lesser perishibility (which Ricardo correctly recognises as subjective), within which that 
part of capital laid out as wages is conceived as means of subsistence and, as such, is classified exclusively in terms 
of its reproduction period. Ricardo thus confuses that which makes the capital laid out as wages variable as opposed 
to constant and that which makes it circulating as opposed to fixed. 

What is happening here is 

the fetishism peculiar to bourgeois economics, which transforms the social, economic character that things are 
stamped with in the process of social production into a natural character arising from the material nature of 
things. [...] [M]eans [instruments] of labour are fixed capital only where the production process is [...] a capitalist production 
process and the means of production [...] possess [...] the social character of capital, secondly, they are fixed capital 
only if they transfer their value to the product in a particular way. If this is not the case, they remain means of 
labour without being fixed capital. [...] What is at issue here is not a set of definitions under which things are to be 
subsumed. It is rather definite functions that are expressed in specific categories.5

1 

 

The confusion sowed in the Smithian conception has had the following consequences. 

The distinction between fixed and circulating capital is confused with that between productive capital and 
commodity capital. 

2 All circulating capital is equated with capital laid out on wages. 

3 The distinction between variable capital is completely reduced to the distinction between circulating and fixed 
capital, thus losing all sight of the real distinction. 

 

 

                                                 
5 C2, p. 303 (italicisation added). Max adds, importantly: ‘If means of subsistence are inherently circulating capital – after this 
has been transformed into wages – then it further results that the size of the wage depends on the ratio between the number 
of workers and the given mass of circulating capital […] whereas in point of fact the quantity of means of subsistence that the 
worker withdraws from the market […] depend[s] rather on the ratio between surplus-value and the price of labour.’ (C2, p. 
304) 


