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It is now time to give expression to a thought which has long been awaiting
formulation and which is familiar to every businessman. That form of economic
organisation in which the goods necessary for new production are withdrawn from
their settled place in the circular flow by the intervention of purchasing power
created ad hoc is the capitalist economy, while those forms of economy in which this
happens through any kind of power of command or through agreement of all
concerned represent non-capitalistic production. Capital is nothing but the lever by
which the entrepreneur subjects to his control the concrete goods which he needs,
nothing but a means of diverting the factors of production to new uses, or of dictating
a new direction to production. This is the only function of capital, and by it the place
of capital in the economic organism is completely characterised. Now what is this
lever, this means of control? It certainly does not consist of any definite category of
goods, of any definable part of the existing supply of goods. It is generally
recognised that we meet with capital in production and that it is useful in some way
or other in the productive process. Hence we must also see it somewhere in operation
in our case of carrying out new combinations. Now all the goods which the
entrepreneur needs are on the same level from his standpoint. He wants the services
of natural agents, of labor, of machinery, of raw material, all of them equally and in
just the same sense, and nothing distinguishes one of these wants from the others. Of
course this is not to say that there is no relevant difference at all between these
categories of goods. On the contrary there are certainly differences, even though their
significance was and still is overestimated by many theorists. But it is clear that the
entrepreneur's behavior is the same towards all these categories: he buys all of them
for money, for which he calculates or pays interest, without distinction, whether they
are tools or land or labor. They all play the same part, are equally necessary for him.
In particular it is quite immaterial whether he begins his production as it were ab
ovo, that is merely buys land and labor, or whether he also acquires already existing
intermediate products instead of producing them himself (1934: 116, emphasis
original).
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