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Capital is many things to different men. To the growth theorist it is the
stock of produced means of production available to a firm or an economy at any point in
time. To the businessman itisa sum of money available for investment in the cxpectation
of profit and sometimes also the actual plan asd machinery already in' use. Tp the
rentier it is a claim on income now and in the future. To the entrepreneur it 15 SOME NECessary
inlﬁuts. To the accountant it is entries in the valuation account. To an economic
planner it is primarily social cverhead capital i. e, stock of roads, bridges, ports etc.
Fducational spending i3 now a days referred to as investment in human capital, With
so many inlerpretations it is but natural that the concept of capital would be liable
to cause confusion. This explains why few concepts in economjcs have provoked so much
coniroversy over so long a period of time as that of ‘capital’. 1tis also to be noted that
it is not only that capital is differcnt things in different eyes which leads to confusion but also
that even if one sticks to one interpretation, the validity of this interpretation depends
crucially upon the institutional setting. For example, in a capitalist economy, capital is
property and conveys rights to a share of the product to its private owners, which is
not, of course, a characteristic of economic life in socialist countries.

It is sometimes argued that the concept of capital as produced means of produc-
tion is quite adequate. But even without making a fetish of precision, it can be pointed
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cout that the idea-is imprecise Do we not have cases where we would feel ihe need
for the concept of capital and where yet it is hard to find any produced meansof
praduction? Suppose, for example, that s certain production requires a skilled eraftsmian
to execute if. So the workman must first be trained. e must be shanted off from

immediately produetive labour to undergo the required training and in this way the
production process turns out more products. Are we to talk of capital in this case 7
Il so, where are the produced means of production ? We seem oanly to havs the workman
and the trainer. One can, of course, contend as io why we talk of capital in this case,
We do so because thers is featare of this example which is ciosely related o the
production of tools. The training that the workman undergoes is not intended to earn
immediate reward. Rather, the beneﬁt of that trainine will oceur latter when increased
production is obtained, The aspect ol this example which stands out conspicuously g
that there is a passage of time between the outlay and the return of that cutlay and
this is an aspect which is also necessarily involved where the production of tools is
concerned, The man who stays behind to make himsslf a fishing net, while others g0
fishing with bare hands is invelved in det taying the arrival of the fruits of his labour
s0 as to make them greater, The lubour which he applies today to the making of hig
fishing net vields him no immediate consumption, but later en.h: will be able to
consume,_ more becanse of the catches which can be made with the net. All this' s
suggestive of the fact that the essential clement is time. For. whatever outlays of labour
made or consumption foregone today, benefits will accrue at some point in the futu

What we must captfure, it may be argued, in the consept of capitdl ig this mtertempoml
aspect of production and consumption. In other words, time is the esseace of capital.

The close relationship between the passage of time and capitalist production
was indeed noticed even before the age of class_ical' economics. But classical economists
were the firt to make the intertemporal aspect the centre of analysis. Given a market
systemn, this aspect of capital is too obvious (o be missed. Fer example, the lender of capital
(capital here denoting finance) grants a loan to the borrower to bhe’ repaid later, As
interest 1s charged, servicing of the loan requires more value to be paid later. The
borrower, therefore, would be induced to put te productive use the time elapsing bet-
ween the receipt of the loan and the repaymeat of principal: and interest. TFlhis it is
- more likely than not that the loan will be used for the provision of working capital,
'-thc advance of the wages or the puichase of raw materials. And this indeed was the
g case on which the classical cconomists concentrated their attention,

TR " 'We should, however, be carsful to note ﬂlat even -this highlighting . of the




intertemporal charasier of capital doss mot make s conoept even repsonably satisfactory.
Onece time is looked upon as the essemce of capital, it will follow that more ocapital
is mote time. This was, in [aci, the Ausirian vision of capital and capital accumulation.
Thus it was argued that a capitalistic methed of production is a ‘roundabouy’ method
and this method yields move than the direct method., The most productive methods
were supposed to be the most roundabout. Tt will, however, be easily recognised that
this indeed is a very special case. It is possible to provide examples in which the
most productivé method does not take longer but a shorter time. It may, of course,
be contended that a few counter examples need not discredit the Austrian vision. After
all the biffen good case did not discredit the so colled Law of Demand. It may further
be suggested that after all the principal purpose of economic theory is te pick upon
the essential fzatures of reality and not to’ bother about every little case and each
particular exception. What is expected of a theory is that it must be able to provide
a framework that would take in a greater part of reality and reveal more clearly the
grand strcture. The duestion then arises as ‘to whether the Austrian vision just does it.
It turns out that, unfortunately, it does not consider, for example, the concern of the
Austrian Theory for a single rate of interest. Excepting for very simple examples, the
idea of a single rate of interst does not hold good. We do not know what to do
with heterogencity of capital goods once we begin to subscribe to the Austrian vision
of capital. A further difficuity with the Austrian vision is the lack of any correspondence
between its concepts and those which are uppermost in the thinking of men who steer
the economy or the firms which comprise it. It is of course not a decisive objection
to a theoretical model that its concepts do not reflect the working of the minds of
those whose behaviour it is designed to depict. But a correspondence between the two
st of couise be found and this is the onme task which still remains to be performed

satisfactory.

Strictly speaking, there is still a third approach to capital. According to this
approach, capital is wealth. Wealth; in its turn, is looked. upon as command over cur-

" rent output. Very much like the others, this approach also suffers from the limitation

that it picks upon-an aspect of capital and treats it as -the essence. The principal
objection against this approach is, however, that it regards the rate of - interest as the
price of capital, which it is not as is so well known by now.

_ "One is led to wonder as to_ why there is so much desire to ‘find something
to be the essence of capital. This probably springs from the ‘feeling that capital must

be aggregated. While visiting a capital-rich couatry, cne j@_ﬁmazedr_by_ the sight of the .
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various types of capital goods and wsually gives expression to it by saying that the

country is well endowed with highways, ports, factories, steel plants sct. But it is guite
natural for ome to feel that giving such an expression misses an obvious point. The
observations of the abundant endowment of a country in various specific types of capital
goods do not provide independent information. We sxpeci z couniry well endowad with
l;ighways to be well endowed with factories as well. We do not expect a well-fed
nation to go about iil-clethed. Thus one would ask as to whether there is not some

sense in which we can say that a country is well endowed with capital without having

to detail all the specific items with which it is well endowed. After all we are not

dealing with resources such as minerals in which case the. endowment is best des-

cribed when particular items are detailed. Thus capitel strongly invites aggregation, if
not for any other at least for the case of long-run equilibrium where the composition
of the capital stock is the outcome of deliberate selection. But to say that capital
urzently calls for aggregation is not to say that it can be aggregated. There is no
gainsaying the fact that predise definition of the quantity of capital with whichk a country
is endowed has usually proved elusive. The way out may be that the heferogeneous
collection of capitali gaods is classed together according to their use very much in the
same way as farm animals are classed together without any need to add them up to
reach a grand total. - '
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