
in economics capital refers to
in economics capital refers to the wealth in the form of money or assets that is used to produce
more wealth. It is one of the fundamental factors of production alongside land, labor, and
entrepreneurship. Capital plays a critical role in economic growth, investment, and the overall
functioning of markets. This article explores the definition of capital in economics, its various types,
its importance in production and business, and how it differs from financial capital. Additionally, the
discussion will include the concepts of physical capital, human capital, and social capital, providing a
thorough understanding of the term. The following sections will facilitate a comprehensive overview
of capital from an economic perspective.

Definition and Overview of Capital in Economics

Types of Capital

Role of Capital in Economic Production

Capital vs. Financial Capital

Human and Social Capital

Definition and Overview of Capital in Economics
In economics, capital refers to the resources that are used to create goods and services. Unlike land
or labor, capital is not naturally occurring but is created by human effort and investment. It
encompasses tools, machinery, buildings, and equipment that help increase productivity. Economists
often distinguish capital as a produced means of production, which means it is an asset that results
from previous production activities and is utilized to facilitate future production. This definition
highlights the dynamic nature of capital as both a factor of production and a store of value.

Economic Capital vs. Other Forms of Capital
Economic capital should not be confused with financial capital, which primarily refers to monetary
resources. Economic capital includes tangible assets used in production processes, while financial
capital can be used to acquire these assets. The distinction is important because capital in economics
emphasizes physical and human assets rather than merely money or credit. This broader perspective
allows economists to analyze how capital contributes to productivity and growth beyond financial
transactions.

Types of Capital
Capital in economics is multifaceted and can be broken down into several key categories. Each type
plays a unique role in production and economic development. Understanding these types helps clarify



the diverse ways capital influences economies.

Physical Capital
Physical capital refers to man-made tangible assets that aid production. This includes machinery,
tools, buildings, and infrastructure. Physical capital increases the efficiency of labor and allows
businesses to produce more goods and services. It is a critical component in manufacturing,
agriculture, and service industries.

Human Capital
Human capital represents the skills, knowledge, and experience possessed by individuals. Investment
in education, training, and health enhances human capital, which in turn improves labor productivity.
Economists recognize human capital as a vital driver of innovation and economic growth.

Financial Capital
Financial capital consists of funds available for investment in physical and human capital. It includes
money, credit, and other financial assets. While it does not directly produce goods, financial capital
facilitates the acquisition and expansion of physical and human capital resources.

Social Capital
Social capital encompasses the networks, relationships, and social norms that enable cooperation and
coordination among individuals and groups. Though less tangible, social capital is essential for
economic success as it fosters trust, reduces transaction costs, and supports collective action.

Role of Capital in Economic Production
Capital is indispensable in the production process. It enhances the productivity of labor and land by
providing the necessary tools and infrastructure. Without capital, production would be limited to the
direct efforts of labor on natural resources, which is often inefficient and insufficient for meeting
economic demands.

Capital Formation and Investment
Capital formation refers to the process of accumulating physical assets that contribute to production.
Investment is the primary driver of capital formation, as businesses and governments allocate
resources towards building machinery, factories, and infrastructure. This process is crucial for
economic growth and development.



Capital's Impact on Productivity
Increased capital availability allows for more sophisticated and efficient production techniques. It
enables automation, better quality control, and higher output levels. The marginal productivity of
capital indicates that as more capital is added, production increases, although at a diminishing rate.

Capital vs. Financial Capital
While the terms capital and financial capital are often used interchangeably in everyday language,
economics draws a clear distinction. Understanding this difference is essential for accurately
analyzing economic phenomena.

Conceptual Differences
Capital in an economic sense primarily refers to physical and human resources used in production.
Financial capital, however, is a monetary measure that facilitates transactions and investments.
Financial capital is liquid and can be easily transferred or converted, whereas economic capital is
generally fixed and tangible.

Interrelation of Capital and Financial Capital
Financial capital serves as the means to acquire economic capital. For example, a company may raise
funds (financial capital) to purchase machinery (physical capital). Thus, financial capital is
instrumental in the creation and expansion of economic capital but does not itself produce goods or
services.

Human and Social Capital
Beyond physical assets, capital includes human and social elements that significantly influence
economic outcomes. These forms of capital highlight the importance of intangible resources in the
modern economy.

Human Capital Investment
Investments in education, training, and health care improve human capital by enhancing workers'
capabilities. This form of capital is crucial for innovation, technological advancement, and competitive
advantage. Economies with high human capital tend to experience faster growth and higher
standards of living.

Social Capital and Economic Performance
Social capital facilitates cooperation and reduces the costs associated with economic transactions.
Strong social networks and trust among individuals and institutions promote stable economic



environments and effective markets. Economies rich in social capital often enjoy better governance
and more efficient resource allocation.

Examples of Social Capital

Community organizations and civic groups

Professional networks and associations

Trust and norms of reciprocity within societies

Collaborative partnerships between businesses and governments

Frequently Asked Questions

In economics, what does capital refer to?
In economics, capital refers to man-made resources used in the production of goods and services,
such as machinery, tools, buildings, and equipment.

How is capital different from land and labor in economics?
Capital is distinct from land and labor as it represents manufactured resources used in production,
while land refers to natural resources and labor refers to human effort.

Why is capital important in the production process?
Capital is important because it enhances productivity by enabling workers to produce more output
efficiently using machines, tools, and technology.

What are the two main types of capital in economics?
The two main types of capital in economics are physical capital, such as machinery and buildings, and
human capital, which refers to the skills and knowledge of workers.

Can money be considered capital in economics?
Money itself is not capital, but it can be used to acquire capital goods. Capital specifically refers to
physical assets used in production rather than currency.

How does investment in capital affect economic growth?
Investment in capital leads to increased production capacity, higher productivity, and technological
advancement, all of which contribute to economic growth.



Additional Resources
1. Capital in the Twenty-First Century by Thomas Piketty
This influential book explores income inequality and wealth concentration over the past few centuries.
Piketty analyzes data from multiple countries to show how capital accumulation drives economic
disparities. The work argues for policy reforms like progressive taxation to address growing inequality.

2. The Theory of Capital by John Bates Clark
A foundational text in economic theory, this book delves into the nature and role of capital in
production. Clark discusses how capital goods contribute to the creation of wealth and the distribution
of income. It remains a key reference for understanding classical and neoclassical capital concepts.

3. Capitalism, Socialism and Democracy by Joseph A. Schumpeter
Schumpeter examines the dynamics of capitalist economies, emphasizing innovation and "creative
destruction." He describes capital as essential to entrepreneurial ventures and economic growth. The
book also debates the future of capitalism and the possibility of socialism.

4. Economic Growth and Capital Accumulation by Robert M. Solow
Solow's work introduces a model explaining how capital accumulation impacts economic growth. He
separates the effects of labor, capital, and technological progress in driving long-term growth. This
book is crucial for understanding growth theory and capital’s role in economic development.

5. Capital and Interest: A Critical History of Economical Theory by Eugen von Böhm-Bawerk
This book traces the development of theories about capital and interest from classical economists to
the early 20th century. Böhm-Bawerk critiques and synthesizes various perspectives, providing a
comprehensive history of capital theory. It is essential for those studying the evolution of capital
concepts.

6. Investment and Capital Markets: An Economic Analysis by Paul A. Samuelson
Samuelson explores how capital markets function and influence investment decisions. The book
covers the allocation of capital resources and their impact on economic efficiency. It bridges
microeconomic theory with real-world financial markets.

7. Capital Formation and Economic Development by Hollis Chenery
This book analyzes the role of capital formation in the economic development of countries. Chenery
discusses how investment in physical capital, human capital, and infrastructure drives growth. It
provides empirical evidence from developing economies and policy implications.

8. The Role of Capital in Economic Theory edited by Mark Blaug
A collection of essays by leading economists, this volume explores different theoretical approaches to
capital. Topics include capital measurement, the Cambridge capital controversy, and capital's impact
on distribution and growth. It offers diverse perspectives on capital’s economic significance.

9. Financial Capital and Economic Development by Gerald M. Meier
Meier investigates the relationship between financial capital markets and economic development. The
book highlights how access to capital influences entrepreneurship, industrialization, and investment.
It also addresses challenges faced by developing countries in capital mobilization.
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purpose of Ch. 21 is to analyse how cash flows and investments made by the business firms affect
the economy and create opportunities for further investments. And Ch. 22 highlights the reasons for
change in the value of money and its effects on business transactions. The second important
contribution to this revised edition is the addition of twelve Case Studies to economic theories of the
relevant chapters. The objective of adding Case Studies to the book is to illustrate how economic
theories can be and are applied to test their theoretical validity and to test the efficacy of managerial
decisions. Incidentally, the Case Studies have been provided by some reputed academic faculties. In
addition, in the revision of the book, some additional interpretations have been added to the
explanation of economic theories presented in different chapters. In Ch. 30, the analysis of the
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‘The growth of public health courses aimed at undergraduates has created a new need for textbooks
that are appropriate and stimulating. Miranda Thurston has succeeded in producing something
which strikes the right note. It is wide ranging in scope without being superficial and is accessible to
the young learner. It is a sort of 'Wiki'. Just what the aspiring public health practitioner ordered.’ –
Professor John R. Ashton C.B.E., President of the UK Faculty of Public Health. Key Themes in Public
Health comprises a series of introductory essays exploring key themes and concepts in public health.
Ranging from political and economic concern with improving population health and reducing health
inequalities, to debates about how to protect populations from new health threats, as well as a
concern with individual responsibility for lifestyles and behaviour, the themes discussed include:
determinants of health, globalisation, evidence, climate change, ethics, development, poverty, risk
and population. Presenting provocative ways of thinking about key ideas in a concise fashion, each
essay provides a basic grounding in the relevant theme as well as a departure point for further study
by: Defining the theme in an accessible way Placing each idea in its particular social, political,
economic and historical context Illustrating its application and significance for public health
Identifying and exploring issues surrounding each of the themes This text provides an accessible
overview for students new to public health who want to get to grips with the full range and
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and business practices. Intended for undergraduate students, the book presents brief examples and
comprehensive case studies to help them grasp the real-world implications of the theories. As such,
it is suitable for an applied, yet technically precise approach to teaching microeconomics, as well as



for a critical review of the economic mainstream. Starting from the question as to why and how
societies organize economic activity, it analyzes the potential and limitations of various types of
market with regard to alleviating scarcity and achieving distributive objectives, from an institutional
perspective. This second edition systematically expands on decision theory by including chapters on
traditional decision theory under risk and uncertainty, and on behavioral economics, as well as a
chapter presenting findings from the neurosciences, evolutionary psychology, and narrative
psychology. Furthermore, there are theoretical additions, along with updated case studies and
examples – from trade wars to pandemics and the climate crisis. A new edition of the companion
workbook features a wealth of exercises, ranging from basic multiple-choice questions to
challenging mathematical problems and case studies, is also available.
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again, mainstream economics has proved its inadequacy. Despite its technical rigour and
mathematical virtuosity, it failed dramatically to respond to the current crisis. Why is this so?
Mainstream economics turns a blind eye to society. By assumption, it maims its analyses by wiping
away what makes us what we are. There is pressing need for a critical discussion and new ideas. We
therefore turn to the insightful and stimulating work of Pierre Bourdieu. Arguably one of the major
sociologists ever, he was also a major ‘economist’. Yet his works on the economy have received only
scant attention, especially from economists, be they ‘mainstream’ or ‘heterodox’. Bourdieu helps to
take a broader view and enrich our scientific imagination. By including dimensions of power,
intuitive behaviour and social structures within the scope of his analysis, he provides for an
alternative foundation of economics, based on an integrated, interdisciplinary theory. For the first
time, this volume fills this gap in economics by featuring state-of-the-art research and experts from
different social science disciplines. This book constitutes a first step, and hopes to become a
milestone. The book offers an innovative outlook and a unique source for social scientists of all
fields, particularly economists and sociologists, who wish to engage in the study of Bourdieu and his
economics with a view to developing a more pertinent theory. It will also constitute a useful
reference for university students and administrators who would like to explore the economy from a
Bourdieusian perspective.
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2005-08-10 An invaluable work which serves as an introduction to the subject and as a reference for
all those who need to remain up-to-date with economic thinking.
  in economics capital refers to: Mental Illnesses Luciano LAbate, 2012-01-05 In the book
Mental Illnesses - Understanding, Prediction and Control attention is devoted to the many
background factors that are present in understanding public attitudes, immigration, stigma, and
competencies surrounding mental illness. Various etiological and pathogenic factors, starting with
adhesion molecules at one level and ending with abuse and maltreatment in childhood and youth at
another level that are related to mental illness, include personality disorders that sit between mental
health and illness. If we really understand the nature of mental illness then we should be able to not
only predict but perhaps even to control it irrespective of the type of mental illness in question but
also the degree of severity of the illness in order to allow us to predict their long-term outcome and
begin to reduce its influence and costs to society. How can we integrate theory, research evidence,
and specific ways to deal with mental illness? An attempt will be made in the last conclusive chapter
of this volume.
  in economics capital refers to: CBSE New Pattern Economics Class 12 for 2021-22 Exam
(MCQs based book for Term 1) Satyabroto Roy, Subham Anand, 2021-09-10 1. This book deals with
CBSE New Pattern Economics for Class 12 2. It is divided into2 Parts as per Term 1 Syllabus 3.
Quick Revision Notes covering all the Topics of the chapter 4. Carries all types of Multiple Choice
Questions (MCQs) 5. Detailed Explanation for all types of questions 6. 3 practice papers based on
entire Term 1 Syllabus with OMR Sheet With the introduction of new exam pattern, CBSE has



introduced 2 Term Examination Policy, where; Term 1 deals with MCQ based questions, while Term
2 Consists of Subjective Questions. Introducing, Arihant’s “CBSE New Pattern Series”, the first of its
kind providing the complete emphasize on Multiple Choice Questions which are designated in TERM
1 of each subject from Class 9th to 12th. Serving as a new preparatory guide, here’s presenting the
all new edition of “CBSE New Pattern Economics for Class 12 Term 1” that is designed to cover all
the Term I chapters as per rationalized syllabus in a Complete & Comprehensive form. Focusing on
the MCQs, this book divided the first have syllabus of Economics into 2 Parts giving the complete
coverage. Quick Revision Notes are covering all the Topics of the chapter. As per the prescribed
pattern by the board, this book carries all types of Multiple Choice Questions (MCQs) including;
Assertion – Reasoning Based MCQs and Cased MCQs for the overall preparation. Detailed
Explanations of the selected questions help students to get the pattern and questions as well. Lastly,
3 Practice Questions are provided for the revision of the concepts. TOC PART – A: Money and
Banking, Government Budget and Economy, Foreign Exchange, Balance of Payments, PART – B:
Indian Economy on the Eve of Independence, Indian Economy, (1950-1990), Liberalisation,
Privatisation and Globalisation, Poverty, Human Capital Formation in India, Rural Development in
India, Practice Papers (1-3).
  in economics capital refers to: Handbook of Regions and Competitiveness Robert Huggins,
Piers Thompson, 2017-03-31 The aim of this Handbook is to take stock of regional competitiveness
and complementary concepts as a means of presenting a state-of-the-art discussion of the
contemporary theories, perspectives and empirical explanations that help make sense of the
determinants of uneven development across regions. Drawing on an international field of leading
scholars, the book is assembled and organized so that readers can first learn about the theoretical
underpinnings of regional competitiveness and development theory, before moving on to deeper
discussions of key factors and principal elements, the emergence of allied concepts, empirical
applications, and the policy context.
  in economics capital refers to: Being Global Angel Cabrera, Gregory Unruh, 2012 Why do we
need global leaders? The voyage of a pair of blue jeans, from inception to product release, offers a
glimpse into the inexorably international--and complex--world of business today: The cotton may be
picked from Peruvian or Ugandan fields, shipped to China for finishing, and then sent to Malaysia to
be woven into yarn. The yarn goes to Thailand where the fabric is made, and the fabric is cut in
Singapore before it is sent to Indonesia for sewing. Labels come from India. Zippers from Hong
Kong. Thread from Malaysia. Buttons and rivets from Taiwan. The range of countries and systems
involved in this production demonstrates that business in most industries (automotive and
electronics, food and pharma) has become inescapably linked across borders. But it's more than
mastering geography and culture that makes a leader today a different breed. You must master the
complex mindset and competencies needed to lead in today's fully globalized world. No easy task.
Enter Angel Cabrera and.
  in economics capital refers to: The Ethical Foundations of Economics John J. Piderit,
1993-03-01 Piderit explores the failures of mainstream economics and proposes an alternative
grounded in natural law. His assessment is grounded in the Christian higher law tradition which
assumes that objective standards known to human reason should govern society and individuals.
This book demonstrates both the reasonableness of a distinguished ethical tradition and its capacity
to address a wide range of ethical issues, economic as well as personal and social. Piderit
emphasizes that natural law theory underlies the U.S. Constitution and informs Catholic, Protestant,
and Jewish worship today.
  in economics capital refers to: Capital Asset Fouad Sabry, 2024-01-27 What is Capital Asset
Property of any kind that is possessed by an assessee is considered to be a capital asset. This
property can be connected with the assessee's business or profession, or it can be unrelated to
either of those things. Properties of any type, whether they are moveable or immovable, tangible or
intangible, fixed or circulating, are included in this category. Therefore, the following types of assets
are considered to be capital assets: land and buildings, equipment and machinery, automobiles,



furniture, jewelry, route permits, goodwill, tenancy rights, patents, trademarks, shares, debentures,
stocks, units, mutual funds, zero-coupon bonds, and so on. How you will benefit (I) Insights, and
validations about the following topics: Chapter 1: Capital asset Chapter 2: Finance Chapter 3:
Balance sheet Chapter 4: Historical cost Chapter 5: Expense Chapter 6: Public finance Chapter 7:
Depreciation Chapter 8: Intangible asset Chapter 9: Tax deduction Chapter 10: Capital gain Chapter
11: Valuation (finance) Chapter 12: Capital gains tax Chapter 13: Fixed asset Chapter 14: Capital
expenditure Chapter 15: Business valuation Chapter 16: Passive income Chapter 17: Fund
accounting Chapter 18: Capital intensity Chapter 19: Asset Chapter 20: Securities Transaction Tax
Chapter 21: Income tax return (India) (II) Answering the public top questions about capital asset.
(III) Real world examples for the usage of capital asset in many fields. Who this book is for
Professionals, undergraduate and graduate students, enthusiasts, hobbyists, and those who want to
go beyond basic knowledge or information for any kind of Capital Asset.
  in economics capital refers to: Exposition To Economics Kumar B. Das, 1993
  in economics capital refers to: Encyclopedia of Identity Ronald L. Jackson II, 2010-06-29
The two volumes of this encyclopedia seek to explore myriad ways in which we define ourselves in
our daily lives. Comprising 300 entries, the Encyclopedia of Identity offers readers an opportunity to
understand identity as a socially constructed phenomenon - a dynamic process both public and
private, shaped by past experiences and present circumstances, and evolving over time. Offering a
broad, comprehensive overview of the definitions, politics, manifestations, concepts, and ideas
related to identity, the entries include short biographies of major thinkers and leaders, as well as
discussions of events, personalities, and concepts. The Encyclopedia of Identity is designed for
readers to grasp the nature and breadth of identity as a psychological, social, anthropological, and
popular idea. Key ThemesArtClassDeveloping IdentitiesGender, Sex, and SexualityIdentities in
ConflictLanguage and DiscourseLiving EthicallyMedia and Popular CultureNationality Protecting
IdentityRace, Culture, and EthnicityRelating Across CulturesReligionRepresentations of
IdentityTheories of Identity
  in economics capital refers to: Growth, Employment, Inequality, and the Environment A.
Figueroa, 2015-05-20 Growth, Employment, Inequality, and the Environment deals with the
fundamental economic problems of our time: employment, inequality, the environment, and quality
of life. These exciting new volumes are the first of their kind in which these problems are analyzed
using a unified theory framework.
  in economics capital refers to: OCR A Level Economics Book 2 Peter Smith, 2015-07-31 Exam
Board: OCR Level: A-level Subject: Economics First Teaching: September 2015 First Exam: June
2017 This textbook has been fully revised for use with the new 2015 OCR Economics specification,
giving you up-to-date material that supports your teaching. This book will enable students to: -
Develop subject knowledge, with topic-by-topic insight and advice from Peter Smith, a senior
lecturer in Economics and editor of Economic Review - Demonstrate awareness of current issues in
economics and build analytical and evaluative skills with brand new case studies - Build their
quantitative skills with worked examples - Accurately explain key economic concepts and issues by
learning the key terms throughout the text and in the end-of-section glossaries Prepare for exams
with practice questions and activities throughout the book
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