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Chapter 30: Money Capital and Real Capital: I 

The question Marx addresses now (and will pursue over the next three chapters) is the relation between the 
accumulation of money capital on the one hand the accumulation of real capital on the other. There are two 
(evidently related) aspects to the problem. 

First, to what degree is ‘the accumulation of money capital as such [...] an index of genuine capital accumulation, 
i.e. of reproduction on an expanded scale? Is the phenomenon of a “plethora” of capital [...] simply a particular 
expression of industrial overproduction, or does it form a separate phenomenon [...]?’1 

Second, to what degree ‘does monetary scarcity, i.e. a shortage of loan capital, express a lack of real capital 
(commodity capital and productive capital)? To what extent, on the other hand, does it coincide with a lack of 
money as such, a lack of means of circulation?’2 

 

* * * 

 

Before we tackle the matter, however, we first have to be clear about what exactly we mean by ‘money capital’. 
Marx’s procedure will be to take money capital to be ‘real’ capital in money form; he will hence exclude what we 
have been considering as ‘fictitious capital’ (and inter alia in will effectively continue to define what fictitious 
capital – ‘proprietary claims to labour’3 – actually is). Marx’s point here is that not everything that appears to be 
‘money capital’ is in reality such a thing. 

First, he will exclude from the concept of ‘money capital’ here to be considered government bonds (i.e. national debt). 
‘These promissory notes which were issued for a capital originally borrowed but long since spent [...] function 
for their owners as capital [only] in so far as they are saleable commodities and can therefore be transformed 
back into capital.’4 

Marx will also exclude shares from the concept of money capital. Even though they are ownership titles to ‘real’ 
capital, they permit no control over this capital. They in fact give only a legal claim to a share of the surplus-value 
that the capital has not yet produced, at the same time as functioning as duplicates of the real capital (‘as if a bill of 
lading simultaneously acquired a value alongside the cargo it refers to’5). ‘[A]s duplicates that can themselves be 
exchanged as commodities, and hence circulate as capital values, they are illusory, and their values can rise and 
fall quite independently of the movement in value of the actual capital to which they are titles.’6  

Neither is it the case that accumulated money capital as such is equivalent in whole to that monetary wealth 
accumulated by bankers. Bankers – ‘money-lenders by profession’7 – stand as intermediaries between private money 
capitalists on the one hand and the borrowers on the other, but these latter may not be engaged in ‘actual’ 
reproduction, but may precisely be, for example, the state, the holder of shares, and so on, as well as people 
actually engaged in reproduction.  

                                                 
1 Karl Marx, Capital volume 3 (Harmondsworth, 1981) [hereafter C3], p. 607. 
2 C3, p. 607. 
3 C3, p. 607. 
4 C3, p. 608. 
5 C3, p. 608. A ‘bill of lading’ is a document which accompanies goods in shipment. 
6 C3, p. 608. ‘Profits and losses that result from fluctuations in the price of these ownership titles, and also their 
centralisation in the hands of railway magnates etc., are by the nature of the case more and more the result of gambling, 
which now appears in place of labour as the original source of capital ownership, as well as taking the place of brute force. 
This kind of imaginary money wealth makes up a very considerable part not only of the money wealth of private 
individuals but also of banking capital, as already mentioned.’ 
7 C3, p. 609. 
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In short: 

[S]ecurities of all kinds are all spheres of investment for loanable capital, [...] [b]ut they are not themselves the 
loanable capital that is invested in them. [...] [W]hat the industrialist or merchant needs when he wants to 
have bills discounted or take out a loan is neither shares nor government stock. What he needs is money. 
That is why he pledges or sells these securities if he cannot obtain money in any other way. It is this 
accumulation of loan capital that we have to deal with here, and, moreover, the accumulation of loanable [...] 
What we are concerned with here is exclusively the monetary loans that the bankers, as intermediaries, make 
to the industrialists and merchants.8 

 

* * * 

 

Marx’s point is commercial credit, ‘the credit that capitalists involved in the reproduction process give one 
another.’9 This is the basis of the credit system; and its typical form is the bill of exchange, ‘a promissory note 
with a fixed date of payment’.10 

Marx sets out an example, which we shall examine in our own words. 

A manufacturer of cotton yarn (A) owes money to a cotton merchant (B). B owes money to a cotton importer-
exporter (C). B passes a promissory note to C; C uses the note to buy yarn from A, and A passes the note to B 
to settle the debt. ‘The entire transaction then simply mediates the exchange of cotton and yarn.’11 

There are a number of things to be noted here. 

First. The settlement of these claims depends on the reflux of capital, on ; i.e. C – M . A complete circuit of 
reproduction, in which the note passes from B to C, from C to A and then back to B. such as that just described, 
is exceptional. A eventually needs to settle the note passed to B; this is dependent, say, on the sale of cotton 
goods on the part of a manufacturer of such goods (D), who is a customer of A. The manufacturer may buy 
cotton yarn in exchange for another promissory note, but this note must be settled at some point. If the note 
issued by A falls due before payment on the part of D, cash will be necessary. 

These payments [...] depend on the fluidity of reproduction, i.e. of the production and consumption process. 
But since the credits are reciprocal, the ability of each person to pay depends at the same time on the ability 
of another to pay; for, when drawing a bill, the drawee can have counted either on the return of capital in his 
own business or on a return in the business of a third party who has to pay him a bill in the intervening 
period. [...] 

[T]he circuit of transactions and consequent doubling back of the series of claims are not one and. the same 
thing. The spinner’s claim on the weaver, for example, is not settled by the claim of the coal supplier on the 
machine-builder; the spinner never makes counter-claims on the machine-builder in the course of his 
business, since his product, yarn, never becomes an element in the machine-builder’s reproduction process. 
Claims of this kind must therefore be settled in money.12 

Thus, apart from the prospective returns (which may of course not happen, or not happen as expected in 
magnitude or time13), payment may only be possible only by means of a reserve capital which the person issuing 
the bill has at her disposal.14 

                                                 
8 C3, pp. 609-10. 
9 And we ignore banker’s credit, ‘an entirely separate and essentially different element.’ 
10 C3, p. 610. 
11 C3, p. 610. 
12 C3, p. 611. 
13 ‘They may be delayed in time, or commodity prices may fall in the meantime, or again the commodities may temporarily 
become unsaleable as a result of a glut on the market.’ C3, p. 612. 
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The limits to commercial credit considered like this are given, (1), by how much reserve capital is held by the 
industrialists and merchants, and, (2) by the scale of cash returns. ‘The longer bills run for, the greater the 
reserve capital needed and the greater the possibility that returns may be diminished or delayed’. 

And with the development of labour productivity and large-scale production on a large scale, markets expand 
and become further removed from the point of production. Commercial credit becomes extended and 
speculation grows. This is a reciprocal development:  ‘[t]he development of the production process expands 
credit, while credit in turn leads to an expansion of industrial and commercial operations.’15 

In the case of the commercial credit being considered here (i.e. excluding banker’s credit), loan capital and 
industrial capital are identical:  

[W]hat appears here as loaned capital is always capital that exists in a certain phase of the reproduction 
process, but is transferred from one hand to another by purchase and sale while the equivalent for it is paid 
by the buyer only later [...]. Cotton [...] is transferred to the spinner against a bill of exchange, yarn to the 
merchant against a bill of exchange, from the merchant to the exporter against a bill of exchange, from the 
exporter to a merchant in India, again against a bill of exchange, the merchant selling it and buying indigo, 
and so on. [...] The different phases of reproduction are mediated here by credit. [...] There are [...] two 
sections to be distinguished here: in the first section credit mediates the actual successive phases in the 
production of the article in question; in the second, it simply mediates the transfer from the hands of one 
merchant to those of another [...] What is loaned here, therefore, is never unoccupied capital but rather 
capital that must change its form in the hands of its owner, that exists in a form in which it is simply 
commodity capital for him, i.e. capital that must be transformed back and in the first instance at least 
converted into money. Thus it is the metamorphosis of the commodity that is mediated here by way of 
credit; [...] and the actual production process.16 

What commercial credit is achieving here is permitting the ‘fullest employment of industrial capital [...] 
irrespective of the limits of consumption. These limits to consumption are extended by the stretching of the 
reproduction process itself; on the one hand this increases the consumption of revenue by workers and 
capitalists, while on the other it is itself identical with the stretching of productive consumption’17 

But what happens when stagnation occurs? A surplus of industrial capital, in the form of unsaleable commodity 
capital, obtains. Credit contracts, because (1) capital is unoccupied; (2) confidence is damaged; (3) demand for 
commercial credit falls.  

But in such a crisis, ‘[n]othing could be more wrong [...] than to ascribe such a situation to a lack of productive 
capital. It is precisely then that there is a surplus of productive capital, partly in relation to the normal though 
temporarily contracted scale of reproduction and partly in relation to the crippled consumption.’18 

 

* * * 

 

This is the point at which Marx makes the following celebrated – if tangential – comment. 

Let us conceive the whole society as composed simply of industrial capitalists and wage-labourers. Let us also 
leave aside those changes in price which prevent large portions of the total capital from being replaced in 
their average proportions, and which, in the overall context of the reproduction process as a whole, 
particularly as developed by credit, must recurrently bring about a situation of general stagnation. Let us 

                                                                                                                                                                                
14 Cash is also necessary for other reasons; Some payments have to be made in cash: wages, taxes, etc. 
15 C3, p. 612. 
16 C3, p. 613. 
17 C3, pp. 613-14. 
18 C3, p. 614.  
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likewise ignore the  fraudulent businesses and speculative dealings that the credit system fosters. In this case, 
a crisis would be explicable only in terms of a disproportion in production between different branches and a 
disproportion between the consumption of the capitalists themselves and their accumulation. But as things 
actually are, the replacement of the capitals invested in production depends to a large extent on the 
consumption capacity of the non-productive classes; while the consumption capacity of the workers is 
restricted partly by the laws governing wages and partly by the fact that they are employed only as long as 
they can be employed at a profit for the capitalist class. The ultimate reason for all real crises always remains 
the poverty and restricted consumption of the masses, in the face of the drive of capitalist production to 
develop the productive forces as if only the absolute consumption capacity of society set a limit to them.19 

We need to tread carefully here. Marx is not saying that ‘underconsumption’ – lack of consumptive capacity – on 
the part of the workers is the cause of crisis. Commercial credit permits the accumulation of surplus-value 
before its full realisation (which in turn accelerates consumption): it is when the structure of credit and payment 
breaks down that crises occur, and when crises occur commodities are unsold: ‘[i]n a system of production 
where reproduction rests on credit, a crisis must evidently break out if credit is suddenly withdrawn and only 
cash payment is accepted, in the form of a violent scramble for means of payment.’20 But the crisis is not caused 
by an inability to sell commodities; an inability to sell commodities is how the crisis manifests itself. As Marx 
argued in volume two, 

It is a pure tautology to say that crises are provoked by a lack of effective demand or effective consumption. 
[...]. The fact that commodities are unsalable means no more than that no effective buyers have been found 
for them, i.e. no consumers (no matter whether the commodities are ultimately sold to meet the needs of 
productive or individual consumption). If the attempt is made to give this tautology the semblance of greater 
profundity, by the statement that the working class receives too small a portion of its own product, and that 
the evil would be remedied if it received a bigger share, i.e. if its wages rose, we need only note that crises are 
always prepared by a period in which wages generally rise, and the working class actually does receive a 
greater share in the part of the annual product destined for consumption. From the standpoint of these 
advocates of sound and simple common sense, such periods should rather avert the crisis. It thus appears 
that capitalist production involves certain conditions independent of people’s good or bad intentions, which 
permit the relative prosperity of the working class only temporarily, and moreover always as a harbinger of 
crisis.21 

A crisis is thus a failure to realise surplus-value by definition. 

Commenting on the form of appearance of crisis, Marx notes that ‘[a]t first glance, therefore, the entire crisis 
presents itself as simply a credit and monetary crisis. And in fact all it does involve is simply the convertibility of 
bills of exchange into money. The majority of these bills represent actual purchases and sales, the ultimate basis 
of the entire crisis being the expansion of these far beyond the social need.’22 Notice that Marx cites the 
inadequacy of ‘social need’ rather than that of monetary demand. The fundamental contradiction at play is that 
between use-value and exchange-value, that capitalist production requires the production of use-value to realise 
(so as to accumulate) exchange-value, and accumulation of exchange-value requires a growth in the productivity 
of labour and the consequent increasing scale of use-value production. Under conditions of commodity 
production, whether the total quantity of social labour spent on a social article, i.e. that proportion of total social 
labour-power (and therefore the proportion that the production of this article assumes within total production) 
meets the particular proportion in which the society demands satisfaction of a particular need or not is only 
determined once the commodities in question are placed on the market: and there is no guarantee before this that the 
social labour spent on a social article exceeds the need or falls short of it.23 ‘Only when production is subjected 
                                                 
19 C3, pp. 614-5. 
20 C3, p. 621. 
21 Karl Marx, Capital, vol. 2  (Harmondsworth, 1978), pp. 486-7. 
22 C3, p. 621. 
23 ‘In all societies, the objects required to satisfy human needs imply a certain allocation of society’s labour-time, its 
productive activities, in specific proportions and quantities. Otherwise the reproduction of society is impossible. [...] But in 
the case of commodity production, the products of labour which constitute the material basis of this reproduction process 
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to the genuine, prior control of society will society establish the connection between the amount of social 
labour-time applied to the production of particular articles, and the scale of the social need to be satisfied by 
these.’24 

 

* * * 

 

The chapter closes with a commentary on the movement of interest rates and the availability of loanable money 
capital which forms the most developed account in Capital of what is normally termed the industrial (or 
business) cycle. 

Marx had long been interested in describing and accounting for the cycle – whose existence was (as it still is) 
evident – but never developed a full theoretical account of it. Initially, he seems to have assumed an association 
between the cycle and the turnover period of fixed capital; in the Grundrisse, for example, he noted that, with the 
‘introduction of fixed capital’, 

the turnover time of capital [...] is now determined [...] by the reproduction time required for the fixed capital [...]. 
[...] [T]he number of turnovers necessary for the reproduction of the original capital, is distributed over a longer or shorter period 
of years. [...] According to Babbage, the average reproduction of machinery in England takes 5 years; hence, 
the real, probably 10 years. There can be no doubt at all that the cycle through which industry has been 
passing in plus ou moins ten-year periods since the large-scale development of fixed capital, is linked with the 
total reproduction phase of capital determined in this way. We shall find other determining factors too, but this is 
one of them.25 

                                                                                                                                                                                
are produced without any direct connection to social needs. They are produced for exchange, as the products of private 
autonomous labours carried out independently of one another, but within and through the social division of labour. [...] 

‘We know of course that commodity production is generalised only under capitalism, hence only when labour-power 
becomes a commodity. But the very fact that commodity production is generalised gives rise to a paradox. It rests on 
private autonomous labours carried out independently of one another with only exchange, generally exchange for profit, in 
mind. In order to be undertaken, each constituent labour must presuppose, must risk, the existence and reproduction of 
other such labours, along with the reproduction of their social basis. In other words, each such independent labour must 
be undertaken on the presupposition of the social division of labour. 

‘In order actually to be reproduced, however, private and apparently anarchic labours must somehow end up being 
allocated in specific proportions and quantities consistent with the social division of labour. It is precisely through 
exchange that this presupposition is realised, that private independent labours are forcibly articulated into a social division 
of labour.’ Anwar Shaikh, ‘The Transformation from Marx to Sraffa’, in Alan Freeman and Ernest Mandel (eds.), Ricardo, 
Marx, Sraffa (London, 1984), pp. 44-5. 
24 C3, pp. 288-9. 
25 Karl Marx Frederick Engels Collected Works (hereafter CW) vol. 29, p. 105. Compare with Marx’s comment in volume two 
of Capital (in a section extracted from a manuscript written in 1870): ‘The production process must [...] continue [...] before 
the fixed capital advanced has come to the end of its life, no longer functions to form products or value, and has to be 
replaced. The capital value advanced has thus to describe a cycle of turnovers [...], and this cycle is [...] determined by the 
lifespan, and hence the reproduction time or turnover time, of the fixed capital applied. 

‘To the same extent as the value and durability of the fixed capital applied develops with the development of the capitalist 
mode of production, so also does the life of industry and industrial capital in each particular investment develop, extending 
to several years, say an average of ten years. If the development of fixed capital extends this life, on the one hand, it is cut 
short on the other by the constant revolutionising of the means of production, which also increases steadily with the  
development of the capitalist mode of production. This also leads to changes in the means of production ; they constantly 
have to be replaced, because of their moral depreciation, long before they are physically exhausted. We can assume that, 
for the most important branches of large-scale industry, this life cycle is now on average a ten year one. The precise figure 
is not important here. The result is that the cycle of related turnovers, extending over a number of years, within which the 
capital is confined by its fixed component, is one of the material foundations for the periodic cycle· in which business 
passes through successive periods of stagnation, moderate activity,  overexcitement and crisis. The periods for which 
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At around about the same time (i.e. in 1858), Marx wrote to Engels (whom he would often consult in relation to 
‘technical’ questions related to factory production): 

Can you tell me how often machinery has to be replaced in, say, your factory? Babbage maintains that in 
Manchester the bulk of machinery is renovated on average every 5 years. This seems to me somewhat 
startling and not quite trustworthy. The average period for the replacement of machinery is one important 
factor in explaining the multi-year cycle which has been a feature of industrial development ever since the 
consolidation of big industry.26 

Engels replied to the effect that, based on the amount of money set aside for depreciation, he reckoned a 
turnover period of around 13 and a half years, or maybe a little less,27 to which Marx replied 

The figure of 13 years corresponds closely enough to the theory, since it establishes a unit for one epoch of 
industrial reproduction which plus ou moins coincides with the period in which major crises recur [...]. For me 
the important thing is to discover, in the immediate material postulates of big industry, one factor that 
determines cycles.28 

Nevertheless, it was clear to Marx that there was more involved to the question than this, and he continued to 
work on it. In 1873 he wrote to Engels thus: 

I have been telling [Samuel] Moore about a problem with which I have been racking my brains for some time 
now. [...] The problem is this: you know about those graphs in which the movements of prices, discount 
rates, etc., etc., over the year, etc., are shown in rising and falling zigzags. I have variously attempted to 
analyse crises by calculating these ups and downs as irregular curves and I believed (and still believe it would 
be possible if the material were sufficiently studied) that I might be able to determine mathematically the 
principal laws governing crises. As I said, Moore thinks it cannot be done at present and I have resolved to 
give it up for the time being.29 

It is clear, to my mind, that, although Marx was acutely aware of the existence of the business cycle, he was 
never able to set out clearly its determinations. Nevertheless, in this part of volume three, we have a fairly 
detailed description of the cycle, from the point of view of the rate of interest, the availability of loanable capital, 
and the advance of the reproduction process. Marx’s description30 is reproduced synthetically in the table on the 
following page. We only need to note here that Marx was clear that what he was describing was a genuinely 
cyclical phenomenon (rather than the operation of contingencies) – ‘[t]his industrial cycle is such that the same 
circuit must periodically reproduce itself, once the first impulse has been given’31 – and his conclusion that ‘[b]y 
and large […] the movement of loan capital, as expressed in the rate of interest, runs in the opposite direction to 
that of industrial capital.’32 

  

                                                                                                                                                                                
capital is invested certainly differ greatly, and do not coincide in time. But a crisis is always the starting-point of a large 
volume of new investment. It is also, therefore, if we consider the society as a whole, more or less a new material basis for 
the next turnover cycle.’ Kark Marx, Capital, vol. 2  (Harmondsworth, 1978), p. 264. 
26 CW vol. 40, p. 278. 
27 CW vol. 40, pp. 279-81. Engels points out, however, that some machinery twenty or thirty years old might still be in 
operation. 
28 CW vol. 40, p. 282. 
29 CW vol. 44, p. 504. 
30 C3, pp. 619ff. 
31 C3, p. 620. Compare with Marx’s remarks on ‘[m]odern industry's whole form of motion’ in volume one: ‘Just as the 
heavenly bodies always repeat a certain movement, once they have been flung into it, so also does social production, once 
it has been flung into this movement of alternate expansion and contraction. Effects become causes in their turn, and the 
various vicissitudes of the whole process, which always reproduces its own conditions, take on the form of periodicity.’ 
Karl Marx, Capital vol. 1 (Harmondsworth, 1990), p. 786. 
32 C3, p. 620. 
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