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PREFACE TO THE ORIGINAL EDITION

This book has its origin in a resolution adopted by the Assembly
of the League of Nations in September 1930 by which it was decided
that an attempt should be made to co-ordinate the analytical work
then being done on the problem of the recurrence of periods of
economic depression.

The literature concerning economic depressions and what is
currently and somewhat loosely described as the trade cycle is
abundant, and the publication of a further book on the theory of
such cycles was not the primary object of the enquiry undertaken
as a result of this resolution. This book is incidental to the first
step in that enquiry.

It is apparent from the persistence with which depressions
occur, from the gravity of their economic and social effects, and
from the growing consciousness of that gravity, that—however
abundant the literature on the subject, however elaborate and
specious the theories—our knowledge of the causes of depressions
has not yet reached a stage at which measures can be designed to
avert them. This failure of society to control its own destinies
may be due to one of three causes. It may be due to the fact that
the causal relationship of events has not up to the present been
ascertained; it may be due to the fact that, although the truth
has been discovered and stated, it Les buried and obscured in a
mass of false theory; finally, it may be due to the fact that, although
the truth is known and recognised, depressions are as inevitable
a phenomenon of our present economic structure as famines were
of a more primitive economy which lacked means of transport
and of storage.

The ultimate object of all enquiries into the occurrence of
depressions must be to find ways and means to avert depressions
or, if they 4re in fact inevitable, to render the structure of society
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more apt to meet the shock which they cause. But, if practical
measures to avert depressions, or to lessen their intensity or dura-
tion, or to adapt the economic structure to them can in the end be
found, their discovery is likely to result from a slow and protracted
process of research and their practical value is likely to result from
a slow and painful process of trial and etror.

With these considerations in mind, the enquiry undertaken by
the League has been designed, not with a view to the elaboration
of 2 new and complete theory of the cycle, but with the object of
analysing and sifting (if necessary, supplementing) the theories
which already exist and subjecting those theories to the test of fact.

The first stage in the League enquiry, therefore, has been to
examine existing theories with a view to ascertaining what they
had in common, the points at which differences of opinion arose
and, in so far as possible, the causes of those differences.

In the second stage, which has now just been initiated, ,an
endeavour will be made to confront these various theories with
the historical facts—to subject them in so far as these facts can be
quantitatively expressed to statistical analysis, in so far as they are
not quantitatively expressed to the recounted records of the past,

This present volume is concerned with the first stage only.
Professor Haberler, to whom the conduct of the enquiry in its
initial stages was entrusted, has divided it into two parts. The
fiest part contains a systematic analysis of existing theories; the
second an attempt to weave from those theories a general synthesis.

A first draft of the systematic analysis was sent to the authots
quoted for comments and criticisms. While this precaution was
clearly necessary (and ready and most valuable help was afforded),
it must not be interpreted as implying that the various authors have
thus made themselves responsible for the summary of their reason-
ing contained in the following pages. A summary can never be -
a perfect reflection of what it summarises, and indeed one author—
though only one—replied that his exposition would not remain
recognisable if thus compressed.

In the course of this analysis of existing theories, it became
apparent that many of the seeming differences of doctrine were due

tather to the use of different terminologies than to any more
fundameatal causes.
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The measure of agreement which appeared to exist between
those who have devoted special attention to the problem of the
trade cycle seemed to justify an attempt to make from their theories
even at this early stage of the wotk the general synthesis which
constitutes the second part of this volume. This synthesis, how-
ever, is more than a simple patching together of the theorems of
others : it is an attempt to create a living and coherent, if incom-
plete, theory on the basis of the knowledge at present available.
But it is confessedly tentative and preliminary : as Professor
Haberler states in his Introduction, there are many points at which
no definite solution can be proposed. At such points, various
possibilities are suggested and these possibilities will be examined
during the second stage of the enquiry. Indeed, the whole of
this general synthesis will be subjected, together with the first
part, to statistical control and test during the second stage of the
enquiry. The intention is to confront the theories with the
ascertainable facts—at first with those which can be expressed in
terms of figures and later with those less tangible facts which the
annals of the past record—with a view at once to testing the
accuracy of the explanations or partial explanations of the cycle
now current and to furnishing the basis of fact necessary for the
further development of theory where theory is weak, views are
discordant or doubt exists.

The publication of this work may, it is hoped, give rise to further
discussion in a wider circle than could be approached by direct
correspondence or by meetings.

A. LoveDAY,

Director of the Financial Section
: : and Economic Intelligence Service.
Geneva, September 1956.



PREFACE TO THE 1939 EDITION

In preparing the new edition of this book, Professor HABERLER
has subjected the whole manuscript to a thorough revision.
The references to the literature on the subject with which he deals
have been brought up to date. In the light of criticisms received,
each step in the analysis has been carefully reconsidered and, in a
number of cases, the argument has been modified or clarified.
The main innovation, however, is the addition of a new chapter
at the end of the first part. This chapter deals with the very rich
literature on the subject which has come’ into existence since the
completion of the manuscript of the first edition. The manu-
script of Part I of that edition was substantially completed as long
ago as December 1935, and that of Part II by the middle of 1936.

The objects of this new chapter are to assess the contribution
of this recent literature to business-cycle theory as a whole and,
as in eatlier chapters, to consider how far apparent differences
between theories are real or due only to the use of different
terminologies.

A, LovEDAY,

Director- of the Financial Section
and Economic Intelligence Service.
Geneva, April 1939.



PREFACE TO THE 1941 EDITION

In the preface to the first edition of this book, I wrote that “our
knowledge of the causes of depressions has not yet reached the stage
at which measures can be designed to avoid them.” Anyone studying
the 1939 edition, or more especially the new Part III which Professor
Haberler has prepared for this edition, cannot fail to be struck by the
exceptional advance which has been made in recent years in the par-
ticular branch of economic science with which this volume is con-
cerned. Is our knowledge today sufficient to enable us to avert depres-
sions? Will governmeants be able to use it successfully after the war?
No one, I imagine, would reply to either of these questions with a
categorical affirmative; but at least the categorical pessimism I ex-
pressed in 1936 would no longer be justified.

The interest that has been stimulated in this problem of the alterna-
tion of prosperity and depression and the abundant literature that has
been published since the first edition of Professor Haberler's book was
issued have given rise to the need for these two enlarged editions.
This edition centains no changes in Parts I and II. But a third part
has been added, in which Professor Haberler deals successively with the
theory of the multiplier; the foreign trade multiplier; the multiplier and
the acceleration principle in dynamic models; the problem of the turn-
ing points; the so-called “Ricardo effect”; price inflexibility, wage
rigidity and unemployment. He adds a final section which is directly
concerned with certain problems of policy.

The analyticél table of contents has been expanded, and supplemen-
tary name and subject indexes have been added to cover Part III. The
manuscript of Part III was completed in June, 1941.

A. LOVEDAY
Director of the Economic, Financial

Princeton, July ro4: and Transit Department
]
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theory, 70-7L.

Capitalistic structure of production,
395-40, 71, 102, 125, 135 302-3,
3o4, 307, 371-2.

Cash, flow from and into banks, 20-21,
24, 24-5, 28.

Central banks, deflation by 329-30.

——— effects of restrictive credit policy
of, 349.

— gold reserve policy of, 429,
432.

—— with localised credit, 428-6.

~—— money, 388.

—— monopoly of issue of bank-
notes by, 65.

Consumers’ goods, effects of agricul-

tural fluctuations on produc-

~ tion of, 159, 161.
fluctuation of production of,
compared with production of
producers’ goods, 26, 29, 39,
73, 279-32.

—— increase in demand for, as
factor in upturn, 378-9, 383-4.
392,

lag between demand for, and
production of, 312.

producers’ industries expanding
at expense of industiries of,

288-9.

—— proportion between demand for, -
and demand for producers’
goods, 48-52.

—— reciprocal action of capital goods
production and demand for,
99-100, 132-3, 285-6, 4II,

—— savings and, 124-5.

See aiso Acceleration principle.
Consumers’ outlay, 15-16, 1g.
Consumption, connection between

investment and, y7-8.

—— decvease in, during upswings,
734
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Consumption, (cont.), definition of
prosperity and depression from
point of view of, 259-60, 262,
263.

government consumption and
investment, 230-1. —

propeusity to consume, 42n,
126, 162, 198, z10n. 219, 224,
228-9, 231, 298, 319-22, 344m,
383n.

reciprocal stimulation of pro-
duction and, 285-6.

——— under-consumption

118-41, 244-5.

——— upward sloping trend of, 271,

Contraction (Depression, Downswing):

- breakdpwn iu particular branch

of industry, effects of, 350-2.

—— definition of, 14n, 257, 258-64.

269n.

—— due tounder-consumption, 233-5,

244-5. _

—— expansionary tendencies arising

during, 378, 391-5.
—— importance of psychological ele-
ments in, 73-8o.
—— localisation of, 408-9, 4r1-12,
421, 425, 446, 449
—— as a process of readaptation,
' 57, 323, 391-2.

—— proximate causes of, 348-61.

Contraction process, cumulative :

—— according to Fisher, 114.

—— according to Hawtrey, 2I.

—— according to Keynes, 237.

-—— according to Splethoff, 80-3.

—— drying-up of supply of investible

funds during, 327-9.

~— fall in demand of investible

funds during, 350. -

~—— general description of, 323-6.

~—— intensifying factors in, 325-6.

—— monetary analysis of, 326-44.
Corporate saving, 44.

Costs, adjustments in, Bo,

—— expectations as to, 114.

—— increase in, as cause of erisls,

106-10, 353.
See also Agriculture, Prices,
and Transport costs.

theories,
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Credit, banking system and, 17.

—— cyclical implications of seasonal
vaviations in, 65-7.

deadlock, theoretical possibi-
lities of, 23, 218-21,

deflation and inflation of, 16-
10, 21, 138, 139, 362,

~———— demand for, 37-8, 183, 302.

elastic supply of, 101, 300,
356, 386-7.

—— expansion of, with stable prices,
52-5.

instability of, 16-17.

—— localisation of, 408, 415-25.

—— results of contraction of, zo-I,
47, 331-3, 349, 367-8, 377-9.

——— results of expansion of, 17, 41,
51, 54-5, 63-4.

—— rdle in bringing about business
cycle, 14-15.

See also Investible funds.

Crisis, Ses Down-turn.

Crop variations, 6, 7, 8, 10, 16, 69,
265, 346.

—— period of, 152,

Currency : autonomy, national, 422-
51.

—— devaluation of, and consequen-
cds, 69, 381, 437-41, 447-

—— over-valuation of, 330, 439.

—— under-valuation of, 330, 439.

Cycle, Seze Business cycle.

Dealer, See Merchant.

Debts, debt deflation theory of
depressions, I13-x7.

——- deflationary effects of default
on, 336.

— deflationary effects of liquida-
tion of, 333, 334-6, 351.

—~—— liquidation of non-bank debts,
334-6.

—— over-indebtedness as cause of
drpression. 113-17.

Ses also War debts.
Deflation, definition of, 269n, 323.
depressing influence on econo-

mic activities, 26.
—— forms of deflationary pressure,
329-39. 348-50.
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Deflation (cont.), secondary deflation,

58-9, 323n.

spread of deflation, 324-5.

Demand, for consumers’ goods,
increase as factor in upturn,
378-83, 383-4, 392.

—— effect of credit shortage on,
367-9.

—— effect of shortage of factors on,
368-70.

—— expectations regarding. 37-8nm,
102, I44m, I147-8, 306, 342-3.

—— international transfers of, 422,
444-5-

~—— for money for specnlative pur-
poses, 215-17.

—— and supply of saving, inter-
dependence, 198.

Ses also Shifts in demand
and Supply and demand
schedules.

Depression, See Contraction.

Derived demand, See Acceleration
principle,

Devaluation, Ses Currency.

Discount rate, 18, 20, 22.

See also Banks and banking,
Discoveries, See Inventions.
Downswing, See Contraction.
Down-turn (Upper turning-point, Cri-
sis), capital shortage as cause
of, 47-52, 75-80, 103, 127-37,
367-0.
definition of crisis, 257.
drop in investment because of
insufficient demand as cause
of, 374:

—— error theories, T11-12.

—— inevitability of, 52-7, 83-4 104,
368-9.

—— insufficiency of consumers’ de-
mand as cause of, 127-37.

—— maladjustments in structure of
production as cause of, 29-30,
70-1, 110-13, 361-2, 364-9, 370.

~—— monetary explanation of, 20-1,
348-50, 362-3.

—— onset of, s0-2,

—-— over-capitalistic
cause of, 45-52.

processes as

Subjec) Index to Parts I and 11

Down-turn (cont.), partial breakdown
as cause, of 350-4.
—— rise in wages as cause of, 107,
109, 372-4.
shortage of factors of production
- as cause of, 77-8, 368-75.
Durable goods, definition of, 29, 88, .
262n, 282,
over-ptoduction of, 76-7.
Ses also Acceleration prin-
ciple and Producers’ goods.

Eastern Europe, 275.

Efficiency, of capital, marginal, 197,

219, 222, 234, 245, 2930, 3791.

of labour, 109-10, 372-4.

of plant, 106-7, 110, 373.

Elasticity, of demand for agricultural
produce, 155-8, 160-3.

—— of demand for idle balances,

218-g, 221.

of expectations, 343n.

of factors supply, 284,

356-61, 368-9, 386-7.

of farm output, 165.

of money supply, 33, 1oI, 146,

3ogn, 317, 356, 367, 387.

——— of supply of funds from infla-

tionary sources, 299, 302n,

309, 371.

of wages, 238-9, 243-4, 357, 386.

Employment, under-employment, and

unemployment :

agricultural, 160, 167, 261.

definition. of prosperity and

depression from point of view

of, 258-62, 263-4.

—— expansion from position of full
or partial employment, 283-9.

~—— free competition in the labour
market and, 238-9.

~—— indices of, unreliability of, 268,

—— influence of wage reductions on,
239-44, 395-405.

—— and production by groups of
industries, 280,

—— quaantity of, and unational in- -

come, 222,

theory of under-employment,

23347 .

308,

||
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Employment, etc. {coni.), voluntary
and involuntary, 237-238.
See also Labour.
Endogenous and exogenous theories
of cycle, 8-10, 250, 251,
Exchange, control 69, 381.
—— equalisation fund, 433.
methods of maintaining stabi-
‘lity of, 441-7.
—— speculation on foreign, 430.
Exchange standards, 431-6.
Expansion (Prosperity, Upswing),
definition of, t4n, 269n.
—— elastic supply of credit and
factors of production requisite
for, 356-7, 386-7.

—— financing of, 70, 101, 139,
289-304.
localisation of, 408-11, 425, 446.
449.

reasons for collapse, 54-7.

~—— smooth tailing-off of, 92, 369n.
Expansion process, cumulative, 19,

74, 86, 101, 237, 282-304.

—— diminijshed resistance of system
at end of, 289, 301-2, 355-62.

disturbances created by, 322,
361-77.

monetary analysis of, 19, 36-42,
289-304.

—— from position of full or almost
full employment, 387-9.

from position of partial employ-
ment, 63-4, 283-7, 366.

—— reciprocal stimulation of con-
sumption and production, dur-
,ing, 285-6.

saving and, 3r1-zz.
Expectations, 37-8n, 102, 1141, 1344,

145-8, 180-3, 189, 306, 342-3.

—— a dynamic element, 252-3.

— elasticity of, 343n.

Exports and imports, 409-10, 416,

438, 440, 444, 445, 446:7-

—— during different phases of busi-

ness cycle, 70-I1.

Factors of production, elasticity of
supply of, 284, 308, 354-61,
368-9, 386-7.

523

Factors, ete. (cont.), mobility of, 159-
6o, 358, 370, 373.
monopolistic restrictions  of,
372-4.
—— price level of, 27.
unused, 96, 284n,
Financial organisation and the sever-
ity of the depression, 116-17.
Food industries, influence of agricul-
tural fluctuations on, r58.
Forced saving, 42, 43, 53, 55, 138,
31on.
France, 267, 454.
Free exchange system, 441-51.
—— capital movements under, 446-8,
—— contrast with gold standard,
445, 447, 450.
- impact rate of exchange under,
4434
—— localisation of prosperity and
depression urder, 446, 448.
—— transfer of demand under, 444.

Germany, 71, 72, 73, 384.
general indices of cyclical move-
ment in, 266, 454.
~—— post-war inflation in, 48, 71,
218n, 326n.
—— production and employment by
groups of industries, 281, 457.
—— gituation in, 36on.
Gestation period, 136.
Gold-bloc countries, situation in, jo2.
Gold exchange standards, 6o-1, 432n.
Gold production, 274.
Gold standerd, 355, 69, 362, 428-9,
431-3, 434, 435, 441, 449-50.
—— as contrasted with free exchange
system, 445, 447, 449-50.
responsible for cycle, 20, 24-5, 55.

Harvest theories of the business
cycle, 151-67.

Harvests, See Crop variations.

Hoarding and diskoarding, 6o, 67, 8o,
297, 329, 330-T, 333, 403.

— definition, 351, 170, 200-2, 204-5,
210n, 236.

interest rates and, 184, 205-7.
209-11, 213-19, 237, 363.
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Hoarding, etc. (cont.}, limits to hoard-
ing, 388-91, 392-4.

—— propeasity to, 291.

See also Liquidity.

—— and saving, 123-4, 315-10.

—— supply and demand schedules
and, 38g-gon.

—— and velocity of circulation of
money, 202. ]

Holding money, motives for, 208-9.

Idle balances, 202, 210n, 213, 218,
221, 3g9o0n,
See also Hoarding.
Imports, see Exports.
Income, definition, 175n, 178-Bo.
—— distribution, changes in, 229-30.
—— earned and available (dispos-
able), distinction between, 177,
296-7, 312.
—— money income versus money
value of output, 178-80.
—— national, definition of, 259n.
—— mnational, and quantity of em-
ployment, 222-3.
—— national, unreliability of indices
of, 268.
~— time lag in movements of, 137-8,
140.
—— unequal distribution of, 80, 123,
139-4I.
-—— unexpected, 181.
See also Real income.
Income velocity of money, 15, 61,
231-2, 313-4. ’
Industries, production and employ-
ment by groups of, 280-1.
Inflation, definition of, 172-3n, 26gn.
—— influence on economic activities,
16.
—— post-war inflation in Germany,
48, 71, 218n, 326n,
—— as source of supply of investible
funds, 172-3, 296, 297-68, 299~
300, 300.
Instebility, of credit system, 16-17.
of economic system, ro-1I.
of velocity of circulation, rg-zo.
Interest rates, 108-9, 138,146, 234, 299,
307-8, 315, 371, 380, 389, 392.

Subject Index to Parts I and 11

Interest rates (cont.), artificial lower-
ing, of 41-2.

—— * classical theory of ™, 197-9.

definition, 205, 206n.

—— determined by demand for, and
supply of, credit, 183-4, 271-12,
301-2. i

determined by demand for, and
supply, of money, 207-8.

equalisation of, 415, 417.

equilibrium rate, 34-6, 62, 65,

200, 287,

and hoarding, 195-221, 363.

influence of saving om, 214-16,

limit to the fall in, 219.

market rate, 34.

natural rate, 34, 35,°36-8, 200,
289-g9on.

nominal and real rates, 37.

planned investment and, zrin,
2E2-13.

* pure ” theory of, 46n, 195.

See also Profit rate and
Supply and demand sche-
dules.

International aspects of business
cyde, 27, 68-72, 85, 162-3, 406-
51.

International forces as cause of crisis
or revival, 70.

Inventions and discoveries, 6, 7, 8, 10,
32, 63, 81, 82z, 84, 120, 152, 153,
273-4, 382, 394, 412.

Investible funds, effect of devaluation
on supply of, and demand for,
438.

factors affecting supply of, 399-
81, and demand for, 381-3.

sources of supply of, 294-8, 299,

" 311, 318, 379-80.

— supply and demand schedules,

149, 29I, 294-303, 308.
~—— theory of interest rate,
211-12, 215.
See also Supply and demand
schedules and Credit,

Invesument, agricultural fluctuations

and, 161, ’

—— concentration of, in particular

lines, 136, 374.

IR

196,
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Investment (cont.), connection be-

tween consnmption and, 97-8.

definition of, 123nm, 170, 172,

293, 206, 305.

~—— delayed reaction of, 353, 399.

~— designed and undesigned, 192.

ex ante and ex post, 131, 176,

180-92, 212-13.

—— financing of 70, 10I, 213-14,
309-10.

—— government consumption and
investment, 230-1.

~—— indirect, through banks, 332.

~—— localisation of, 117, 408, 415-25.

~—— monetary over-investment theo-

ties, 7, 33-72.
net and gross, 227, 294, 296,
305.

Ses also Replacement.-
non-monetary over-investment
theorles, 7, 72-85.

—— oppottunities, drying-up of,
246-7.
—— planned investment and interest

rates, 211n, 212-13.
—— gaving and, 3sn, 41n, 123, 126,
131-2, 169, 170-95, 314-16.
—— secondaty investment, 228,

unexpected, 181.

Japan, 261,
Joint-stock system, rising importance
of, 117.

Labour, agricultural fluctuations and
demand for, 155-7.

~—— changes in efficlency of, 109, 110,
373, 396n,

——— elusticity of supply of, 284, 356-
62, 386.

—— free competition in the labour
market and unemployment,
238-39.

~—— migration of, between town and

country-side, 159, 167.

ratio of capital to, 306-7.

—— real yleld of, 155.

shortage of, 77-8, 372.

Labour organisations, Ses Trade

Unions.
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Lag, of bank reserves behind expan-
sion of credit, 363.

—— between earned and available
income, 297, 312, 313.

—— of investment behind supply of
funds, 353, 399.

— time-lags, 250-1, 312n, 313m.

. —— of wages, 21, 24, 75, 108, 127,

137-8, 140.

—— between wage reduction and
increase in production, 399m.

Liquidity, liquidity preferences, 6o,
169, 299, 333, 339, 380, 383n,
387, 404.

-—— infinite elasticity of demand for,
218-9.

——— interpretation, zo7, 208, 210.

—— liquidity preference proper, 210,
215, 218, 219.

—— and rate of Interest, 195-221,
234,

—— scales of, 339.

'—— and wage reductions, 242-3.

Localisation, of credit, 408, 415-25.

~—— of prosperity and depression,
408-9, 4II-I2, 421, 425, 446,
449.

—— of resources, 408-9.

Long waves, 265.

Losses, Ses Profits.

Maladjustments in structure of pro-
duction, 29-30, 71, 127-8, 150,
362, 364-9, 370.

—— horizontal, 29-30, 110-13, 132-3.

—— vertical, 29-30, 110, £13-13, 128,
132-3.

Marginel, apalysis, 282.

—— cost, 106, 401, 402.

—— efficiency of capital, 197, 222,
234, 293n, 379n.

~—— profit rate, 29zn.

—— propensity to consume (save),
4218, 193n, 222-32, 234, 3120,

—— propensity to import, 428n.

—— time lags, 313.

Merchants, strategic position of, 18-19,

130D,
Mobility of capital, 408, 415-25.
—— changes in, 418.
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Mobility of capital (comt.), cyclical
changes in, 424-5.
—— versus mobility of goods, 415-17.
sectional, 422-5.
Mobility of goods, imperfect, 408-14.
Mobility of labour, 159, 358-9, 373.
Model sequences, 253-4.
Monetary circulation, contraction and
expansion of, as cause of cycle,
16-17, 348, 362-3, 373-4.
~—-. forms of contraction, 329-39.
forms of expansion of, 303-4.
— instability of velodity of, 19, 66.
—— limits to contraction of, 387-8.
Monetary demand, parallelism of
production and, 277-9.
Money, effective quantity of, 61-z, 66.
elasticity of supply, 33, 10I,
146, 302n, 3091, 317, 356, 367,
387.
—— instability of quantity of, 16.
—— mouney loans, 2o06n.
—— relationships between interest
rate, price level and quantity
of, 33-9, 216-17.
See also Investible funds.
Money contracts, effects of rigidity
of, 116-17.
Monopolistic restrictions, 144n, 353,
372, 386, 401, ‘405.
Monopoly, of central banks to issue
bank-notes, 65.
Multiplier, 51n, 193-4n, 222-32, 250,
317m, 3440,

New Zealand, s, 162, 163,

Open-market operations, 22, 33.
Opportunity costs, 2gon.
Optimism and pessimism,
I45-9, 306n, 379n.
Ses also Psychological factors,
Over-capitalistic processes as cause of
down-turn, 45-8.
Over-indebtedness, as cause of crisis,
113-16.
Over-investment theories, 29-103%.
Over-saving, Ses Under-consumption,

6, 84,

Partial breakdown, consequences of
350-5-

Subject Index to Parts 1 and 1l

Pesgimism, Ses Optimism.

Population growth, and quantity of
money, I2I.

Prices, boom with stable, 14n, §52-7,

278. .
—— connection between interest
‘rates and, 36-7.

—— effects of rising prices, 19.

—— effect of wage reductions on,
400-1.

-—— expectations as to, 144.

—— indices of, 260on, 43910.

—— progressive rise in, as cause of

breakdown, 357.
—— rigidity of, and economic stabi-
lity, 243-4.
—— trend of, 272.
——- under-consumption and the
secular fall of, r120-2.
Producers’ goods (Capital goods),
fluctuations of production of,
compared with those of consu-
mers’ goods, 26, 29-30, 73,
279-82.

—— increase in demand for, as
factor in up-turn, 8o, 378-83,
392.

—— industries, expanding at expense
of consumers’ goods industries,
288-9.

—— proportion between demand
for consumers’ goods and de-
mand for, 48-52.

reciprocal action of demand for
consumers’ goods and pro-

duction of, 98, 100, 285-6,
411
Ses also Acceleration prins

ciple.

Production, capitalistic structure of,
39-40, 71, 102, 125, 135, 302,
394-3, 307, 372.

—— definition of prosperity and
depression from point of view
of, 259, 262-s.

~—— and employment by groups of
industries, 280.

~—— indices of, 266-7, 270.

necessity for shifts in, to prevent

down-turn, 368-70.
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Production (cont.), parallelism of
monetary demand and, 277-87.

—— upward sloping trend of, 271.

—— volume of, definition, 262n.

See also Maladjustments.

Profit rate, 36n, 37, 81.

Profits, 26.

——— excessive, assourceof saving, 139.

—— f{all in, without losses, as cause
of breakdown, rson.

—— inflation profits, owing to time
lag in rise of wages, 137.

—— influence of rise in, 141, 286.

—— and losses, as characteristics of
business cycle, 263-4.

—— and losses, definition of, 263-4.

paper, 49.

Propensity, to consume (save), 42n,
126, 162, 198, 210n, 219, 224,
228-9, 235, 298, 319-22, 383n.

See also Multiplier.

——— to hqard, 299.

—— to import, mnarginal, 428n.

Prospetity, Ses Expansion.

Protection, Ses Tariffs.

Psychological factors, 81, 83-4, 143,

145-7, 222-3, 235, 301, 302, 343.

Psychological theories, 143-50.

Public works, 228, 372, 384, 427.

—— classification of expenditure on,
230.

See also Multiplier,

Putchasing power parity, 439n.

Rallways, 40, 100, 103, 136, 274, 374.
Resal income, continuous rise during
nineteenth and twentieth cen-
turies in, 271.
definition of prosperity and
depression from point of view
of, 259-62.
—— of working class durlng up-
swing, 3zo.
Reparation payments, I;Gn, 4510,
Replacement, 89-92, 203-4, 295, 305,
395.
—— cycles, 84-5.
Ses also Investment.
Rhythm and periodicity of business
cydesn 24-5, 64’81 83'4‘

527

Risk factor, z92n, 328n.
Roumania, 5, 163.
Russia, 45-6, 104.

Saving and Savings, autonomous and
heteronomous, r41.
—— corporate saving, 44.
definition : general, 123n, 170
according to Xeynes, 3sa,
171-2,266; according to Robert-
son, 177-8, 296, according to
Swedish economists, 131, 176,
18092, 212-13.
deflationary effect of,
314-15, 316.
—— effect of agricultural fluctua-
tions on, 162. )
—— ex anis and sx post, 131, 176,
180-92.
——— excessive profits as source of,
139.
—— and the expansion process,” 311-
22. .
—— forced saving, 42, 43, 53, 55, 138,
3ton,
—— function of, x25-7.
—— institutional compllcation in,
318-19.
—— interdependence of demand and
supply of, 198-9.
—— and interest, 40-1, 216-8.
—— and investment, relations of,
3sn, 4In, 123-4, 126, I3I-2,
169, 170-95, 314-I9.
—— main source of, 26, 8o, 123,
139-41.
—— over-yaving theory of depres-
slon, Ses Under-consumption.
—— rate of saving, 127, 133-4, 162,
298-9, 319-22, 337D.
—— as source of supply of investible
funds, 296-8, 299, 3II.
—— unintentional, 181.
Secular trend, 122, 271-2.
Securities, sales of, 336-9.
Self-financing, 148-9, 290, 29410.
Sequences, model, 253-4.
Shifts in demand, gg-100, 111, 358,
370-1, 412, 422, 444, 44010
Short waves, 273-4.

1180,
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Shortage of capital as cause of break-
down, 48-52, 75-9, 103, 112, 127-37,
140, 367-9.

Smooth termination of expansion, 92,
369n.

Speculation, demand for money for,
215-17.

on foreign exchanges, 430-I.

~State intervention, 60,” 230-I, 3o02m,

39T, 404, 405, 427
See also Public works.
Static theory, assumptions of, 249,
303, 354-5-
Sterling-bloc countries, 30z, 430.
Stocks, 18, 19, 21, 94-5.
See also Acceleration prin-
ciple.
Supply and demand schedules, 149,
201, 294-303, 308.
—— instability of, 303.
—— movements along, and move-
ments of, the curves, joo.
Sweden, 267, 281, 454, 457-

T&ﬂﬂs, 60- 69- 383' 413'40 4281 445'

Theories, See Business cycle theories,

Time dimension of capital, 4on.

Trade Unions, attitude of, during up-
swings, 322, 372-4.

Transport costs, 407-14.

Trend, secular, 122, 271-2.

Under-consumption theories, 118-41,
2313-5, 244-5.
Under-employment, Ses Employment,
etc.
Under-saving, Ses Shortage of capital.
Unemployment, Ses Employment, etc.
United Kingdom, banking system of,
388.
~—— chronic unemployment in, 260.
—— general indices of cyclical move-
ment in, 266, 454.
—— production and employment by
groups of industries, 280, 456-7.
—— propensity to import in, 410.
United States of America, banking
system of, 330, 331, 388.
—— boom of 1929inl14n 52, 57, 137,
140, 3780,

Subject Index to Parts I and 1l

United States of America (comi.},
distribution of income in, 116n.

—— elasticity of demand for crops

in, 162-3. =

general indices of cyclical invest-

ment in, 266, 453-4.

—— income velocity of money in,

313.
—— indirect investment through
banks in, 332n0. -

production and employment by
groups of industries, 280, 455.

—— propensity to import in, 410.

Unused capacity, definition of, ¢6.

—— expansion with, 283-7.

expansion without, 288.

Ses also Factors of produe-
tion.

Upswing, Ses Expansion.

Up-turn (Revival), expansionary ten.
dencies arising during contrace
tion, 377, 371-405.

——— fall In wages as cause of, 395-
405.

—— increase in consumers’ spend-
ing as cause of, 378, 383-4.

— increase in producers’ spending
as cause of, 378-83, 392.

—— monetary explanation of, 22-3.

—— natural forces of readjustment
and, 63, 391-2.

—— necessity of outside stimuli for,
8r.

——— responsiveness of economic sys-
tem to expansionary stimuli
after contraction has progressed
beyond a certain point, 377,
385-o1.

—— restored elasticity of credit
supply as condition of, 386-91.

—— restored elasticity of factor

supply as condition of, 386.

‘Velocity of circulation of money, 61.
—— and hoarding, 202-3.
—— increase in, as form of monetary
expansion, 304.
—— instability of, 19.
—— interpretation, 202n, 2935n.
See aiso Income velocity.
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Wages, effects of fall in, 239-44, 395~
405. )

= efficiency, 109, 3961.

elasticity of, 238-9, 243-4. 357,

386.

—— failure of, to rise sufficiently
as cause of excess of booms,

1334, 137-41.

lag of, 21, 24, 75, 108, 127,
137-41.

real, continuous rise during

nineteenth and twentieth cen-
turies in, 271.

renl, infiuence of agricultural
- fluctuations on, 159.
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Wages (coni.), wage-unit, definition,
235n.

~—— wage unit and level of employ-
ment, 235.

—— and workers’ organisations, 2841,
322, 353, 372.

War debts, 116n, 451.

Western Europe, 5, 273, 275, 45%

Wicksellian process, 34-5, 196, 227m,

287, 289, 3441, 410.
Working capital, 18, 23, 26, 3421.

Yugoslavia, 261.



NAME AND SUBJECT INDEX TO PART III

Acceleration principle and multiplier,
combination of, See Multiplier.

Andrews, P. W. S,, and interest rates,
489n, 498n.

Balance of payments, See Foreign trade
multiplier.

Bissel, R. M., and employment, 496n.

Biohm-Bawerk, and investment, soon.

Clark, C., and foreign trade multiplier,
461n, 462, 465, 467m, 468-70.

——and multiplier, 455-6.

Clark, J. M., and multiplier, 456, 458n.

Crawford, J. G., and foreign trade

* multiplier, 462, 465, 467n, 468.

Currie, L., 457n.

Doblin, E., and price inflexibility,
492n.

Dunlop, J. T., and wage rates, 491.

Dynamic models, and multiplier, 473—9.

Ebersole, J. F., and interest, 498n.
Ellis, H. S., and price rigidity, 494.
Employment, See Price inflexibility.

. Foreign balance, See Foreign trade
multiplier.
Foreign trade multiplier, 461-73.
——and balance of payments, 462—-3.
——and capital movements, 471-2.
——cyclical changes, 471-3.
——and “foreign balance”, 461-3.
—— formulae, 463-7, 469n.
— "leakages”, 470.
——and replacement and net invest-
ment, 461n.

Gayer, A., 4570,

Haavelmo, T., and interest rates, 498n.
Haberier, G., and consumer credit,
4570
Hansen, A. H., and multiplier, 455n,
474.
and price rigidity, 492n, 493n,
494, 496-7n, soon.
Harrod, R. F., and acceleration prin-
ciple, 4730.
——and foreign trade multiplier,
464-5, 467, 471N, 486.
and spending policy, soén.
Hawtrey, R. G., and intensity of pro-
duction, 483n.
~———and Ricardo effect, 487n.
——and spending policy, s0s.
Hayek, F. A, and propensity to im-
port, 472n.
——and rate of profit, 482.
——and Ricardo effect, See Ricardo
effect,
——and upper turning point, See
Ricardo effect.
Henderson, H. D., and rate of inter-
est, 489n. )
Hicks, J. R., and acceleration princi-
ple, 473.
-———and interest, 498n.
— and price rigidity, 492n, 494, sor.
Higgins, B., and multiplier, 455n.

Inflexibility, price, See Price inflexibil-
ity.

Interest rates, and employment, 497-8.

—— and hoarding, 498.

Iversen, C., and capital movements,
472n,

Jastram, R. W., and multiplier, 459n.

Kahn, R. F., and multiplier, 458n,
459n.
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Kaldor, N., and employment, so4n.

and intensity of production,
483n,
——and Ricardo effect, 487n, 487-8,
488n, 489n.

and trade cycle, 474.

Kalecki, M., and business cycle, 474.

Keynes, J. M., and acceleration princi-
ple, 473n, 478n.

—— and foreign trade multiplier, 461,
462n, 472n.

——and multiplier, 456, 460, 486.

and price flexibility, 494, 496n,

496-7.

——and Ricardo effect, 490.

——and saving, 499.

King, W, I., and price rigidity, 493.

Knight, F. H., and equilibrium, so3n.

—— and intensity of production, 483n.

——and price rigidity, 493, soon.

Krost, M., 457n.

Laplace’s formula, 478.

Laursen, S., and foreign trade multi-
plier, 46sn, 470n.

Leontief, W., and labour, 489n.

——and unemployment, 46on.

Lerner, A. R., and wages, 494.

Lundberg, E., and model sequences,
478.

Machlup, F., and multiplier, 456-7,
458n, 459, 470n.

- Mason, E. S, and price inflexibility,
492n.

Meade, J. E., and interest rates, 489n,
498n.

Means, G. C,, and price rigidity, 492n,
493.

Mises, L., and price rigidity, 493.

Monetary expansion, 502-3.

Multiplier, and acceleration principle,

473-9.
——and foreign trade, See Foreign
trade multiplier.

—— formulae, 456.

—— instantaneous, 459-60.

— “leakages”, 460~1.

——— money-income, 455. .

and Ricardo effect, 485-6.

— "successive-spending”, 456-9.

—-—theory, 455-61.

Musgrave, R. A, and multiplier, 455n.

Nixon, R. A, and unemployment,
4950,

Ohlin, B., and trade balance, 472n.

Paish, F. W., and propensity to im-
port, 472.

Pigou, A. C,, and price rigidity, 494-5,
496n, soin.

Price inflexibility, wage rigidity and
unemployment, 491-503.

Radice, E. A, and trade cycle, 474.

Ricardo effect, definition, 482.

Hayek's, 481—91.

—— how eagendered, 483, 485-8.

——and industrial fluctuations, 484,

4901,

——realistic aspect, 484, 488—90.

—— validity, 484-5.

Richardson, j. H., and wage move-
ments, 491n.

~ Rigidity, wage and price, See Price in-

flexibility.
Robertson, D. H., and foreign trade
multiplier, 461n, 464, 469n,

470.
——and monetary theory, 497n, so4n.
and multiplier, 456n.
Robinson, J., and multiplier, 458n,
4590.
Roos, C. F., and price rigidity, 493n.
Ruggles, R., and wage rates, 491n.

Samuelson, P. A., and dynamic models,
474-7, 486.

—and foreign trade multiplier, 470.

and unemployment, 495n.

Saving, 499-500.

Schumpeter, J., and price rigidity, 494,
49710, 501N, 5030.

Scitovszky, T. de, and price rigidity,
499n, 501.

Sequences, dynamic model, See Dy-
namic models.

Shaw, E. S, and multiplier, 456n,

459“' y . .. .
Simons, H., and price rigidity, 493.
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Spending policy, limitations, 503-7.
Szeliski, V. v., and price rigidity,
4930.

Tarshis, L., and wages, 4910.
Tinbergen, J., and dynamic models,
478-9.

—— and foreign trade multiplier, 470.

——and interest rates, 498n.

——and turning-points, 479.

Tobin,  J.,, and money wage, 460n,
4950.

Trade multiplier, See Foreign trade
multiplier.
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Turning-points, 479-80.
upper, See Ricardo effect.

Unemployment, See Price inflexibility.

Villazd, H. H., and multiplier, 455n,
4590,

——and national income, 457n.

Viner, J., and price rigidity, 493.

Wage rigidity, See Price inflexibility.
Ware, C. F., and price rigidity, 492n.
Wilson, T., and “net profit”, 48sn.
—— and trade cycle, 481n.



