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Abstract:

The concept of capital has a special importance in the body of economic analysis
commensurate with its fundamental role in the process of production, growth and
income distribution. Also, the theory of capital is one of the most contentious
areas of economics, and there has been ongoing disagreement concerning the

measurability of capital on macro level independent of relative price changes.

This paper summarizes important aspects of capital theory through the history of
modern economic thinking. The comparative review addressed the concept of
capital and it’s supposed productive and distribution functions of the classical,
neoclassical, Austrian, and post Keynesian schools. The focus of attention is on
logical consistency in addition to explore a possible convergence and synthesis.
Capital goods as instruments of Production, cost of capital and capital value,
these are different categories of the same complex reality. No doubt that the
heterogeneous nature of capital goods creates several problems when attempting
to reach a meaningful aggregation. The paper introduced the Cambridge -
Cambridge controversy on re—switching and capital reversing, focusing on its
starting debate between Joan Robinson and Paul Samuelson. The main theme of

the disagreement is related to circularity between profit, interest rate, and value of



capital, particularly in regard to marginal productivity theory and neoclassical
production function. The theoretical divergence motivates critical reassessment of
the mainstream premises, but no specific result can be identified to that move. In
spite of the apparent differences in analytical approaches, the ongoing research
adopts the same estimates of aggregate capital in macroeconomic modeling and
growth. Although, Concluding remarks are presented, considering the wide
spectrum of the capital theory further research works are required and

anticipated.
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