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Abstract

As the core of theoretical economics, the theory of capital
relates with many important issues in economics. Since the
“Cambridge Controversy” triggesed-by Ronbinson (1953) and
Sraffa (1960), the controversy has been reflected in almost all
areas of the theory of economics, and the debates are still wag-
ing.

In the introduction , by recalling the history of the deve -
lopment of economics , Idemonstrate that an ostensible character
of neoclassical school is over simplification at very high level
actually, and the most important key factors in tackling capi
tal , technical change and interest relationship of people are
lost through abstracting . This makes theory deviate from rea -
lity.

In the first section, by discussing the “Controversy of
Capital” in the 1960’s, I demonstrate that a outstanding defect

of both the Orthedox and the Radical school is that both sides
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fail to distinguish dynamic hypotheisis from static one. This is
the main source of logical Paradox. Neoclassical theory and
Sraffa’s theory are analyzed systematically, In chapter 2 and
chapter 3, respectively, two problems are propounded. The
first,as the neoclassical theory, capital is an independent pa-
rameter in their static equilibrium model. Thus the qustion is
“ Is Capital Really an Independent Paremeter in Such Analy-
sis;z” Moreover, under such independent hypothesis, are con-
stant technical condition still a valid hypothesis ? Secondly,
Sraffa and Cambridge economists are wrong in stipulating the
“ constant standard of value” and the “ Marx’s convertion
problem”. Actually, what Ricardo really attempted to explin
was the distribution problem under changing technical condi-
tion. Sraffa separated technical relationship from income dis-
tribution and discussed the determination of rate of profits and
relative prices under the static hypothesis of given technical
condition. Thus, the logic of his model used in controversy of
capital is blurred.

In the second section, Static Analysis, two conclusion are
made. Firstly, when discussing capital problem, one cann’t
make hypothesis of constant technical condition. The technical
character of capital is fhat capital shows changing technical
condition. Thus the neocassical hypothesis which separétes
technical condition from income distribution is invalid. In ge-
neral equilibrium theory, relative prices are not the index of

shortage,and capital is independent in neoclassical static mod-
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