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BIBLIOGRAPHICAL NOTE 

BusiNESS CYCLES, Part Ill of which is here reprinted, was pub
lished by the University of California Press in I9I J as a quarto 
of some six hundred pages. In the early r92o's, when all the 
copies printed had been sold, the Press invited me to prepare 
a revised edition. I declined on the ground that I could not 
tell what was wrong, what was doubtful, and what was sound 
in my first version until I had studied cyclical movements more 
thoroughly. By that time the National Bureau of Economic 
Research had begun cultivating the field, and I was eager to 
take full advantage of the counsel and assistance it put at my 
disposal, as well as of later materials, in a fresh attack upon the 
problem. 

Now that the University of California Press has renewed its 
invitation, I can see no justification for reissuing the earlier 
parts of the I9I; volume. Part I contained a summary of the 
leading theories of business cycles then current, a sketch of 
economic organization, and a year-to-year account of cyclical 
fluctuations in the United States, England, France; and Ger
many from r89o to I9rr. Business Cycles: The Problem and 
Its Setting, published by the National Bureau in I927, and 
kept in print, treats these topics more searchingly on the basis 
of more recent investigations. And the National Bureau is in 
process of superseding the statistical data and analyses of Part 
II. A much larger collection of time series, mainly in monthly 
form, is being analyzed by greatly improved methods, and 
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worked up by specialists who can interpret the findings in the 
light of fuller knowledge than I have. Their results will appear 
as a series of Studies in Cyclical Behavior, of which the first is 
nearly ready for the press. Why reprint business annals and 
statistics that end in rgr r, or a review of business-cycle theories 
as they stood in rgr2'! 

Perhaps a better case can be made for reprinting Part III of 
the quarto. While the Studies in Cyclical Behavior are being 
written,] am trying to piece their findings together in a volume 
to be called The Rhythm of Business Activity. At best, this 
effort will take several years, and there is no assurance that my 
working capacity will last long enough to let me be in at the 
finish. Nor would the immediate assumption of the task by 
others assure prompt completion. Thus there is no prospect 
that Part III of the quarto will soon be replaced by a more 
thorough version, as Part I has been and Part II is in process 
of being. 

A contribution to economic theory does not pa.(s out of date 
so automatically as do business annals and business statistics. 
Friends tell me, and I like to believe them, that Part III still 
has value as a realistic account of what goes on within a busi
ness cycle. The economic organization of which it treats has 
changed in many ways since war disrupted the world in rgr4, 
but the fundamental institutions of private property, money 
economy, and free enterprise in search of profits persist in the 
countries that concern Americans most. Certainly the changes 
have not diminished the violence of business cycles or the need 
of understanding how they come about. The interrelations 
among economic activities, out of which I framed my explana
tion in rgrj, have not been abrogated. No one writing now 
would distribute his emphasis as I did then, or make all the 
statements I thought warranted. But I am reluctant to attempt 
revisions suggested by an incomplete assimilation of the ob
servations gathered by the National Bureau or hypotheses of
fered by theoretical writers. So this reprint is issued with no 
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changes beyond betterments in wording and the correction of 
an arithmetical blunder. The many references to Parts I and 
II of the quarto are retained primarily as reminders lhat Part 
III was woven out of observations, not excogitated from postu
lates. Also they will aid critical readers who may wish to look 
up in the quarto the evidence that shaped the conclusions. 

Arthur F. Burns and Joseph Dorfman are morally responsi
ble for the appearance of this volume, though they do not ap
prove of omitting Parts I and II. For that I claim the merit. 
Martha Anderson edited the original text with characteristic 
care. My warm thanks go to these friends; also to Samuel T. 
Farquhar and Harold A. Small of the University of California 
Press, who have made reprinting an easy task for me. 

WESLEY C. MITCHELL 



PREFACE 

THE REVIEW of theories in Part I of my Business Cycles' and 
the statistical study of the phenomena of cycles in Part II had 
tJ common purpose-to provide suggestions and materials for 
framing an account of the rhythmical alternations of pros
perity, crisis, depression, tJnd revival in the modern business 
world. 

Now the recurrent phases presented by economic activity, 
wherever it is dominated by the quest of profits, grow out of 
and grow into each other. An incipient revival of activity, for 
example, develops into full prosperity, prosperity gradually 
breeds a crisis, the crisis merges into depression, depression 
becomes deeper for tJ while, but ultimately engenders a fresh 
revival of activity, which is the beginning of another cycle. 
A theory of busin_ess cycles must therefore be a descriptive 
analysis of the cumulative changes by which one set of business 
conditions transforms itself into another set. 

The deepest-seated difficulty in the way of framing such a 
theory is that while business cycles recur decade after decade 
each new cycle present idiosyncrasies. Business history repeats 
itself, but always with a difference. This is part of what is 
implied by saying that the process of economic activity within 
which business cycles occur is a process of cumulative change. 

A thoroughly adequate theory of business cycles, applicable 
to all cycles, is consequently unattainable. Even if some one 

• Merrwirs of lhe Univenit7 of CtJli(amU., Vol. s. •9•s: now out of prinL 
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cycle could be fully accounted for, the account would neces
sarily be inaccurate for cycles that were the outgrowth of earlier 
or of later conditions. Nor are all the differences between the 
successive cycles of one country and between the contemporary 
cyc!es of several countries minor. Even such an elementary 
matter as the order in which the phases of a bwiness cycle suc
ceed one another is not invariable. A revival of bwiness ac
tivity does not always develop into prosperity-sometimes it 
relapses into depression. Such deviations from the wual course 
of events occurred in the United States in 1892, 1895, and 1910. 
A situation .of intense strain, presenting the phenomena of 
crises, sometimes occurs in a period of depression, instead of 
following a period of prosperity; for example, the American 
stringency of1896. It is needless to elaborate, however, for the 
points of difference between any two periods of prosperity, of 
crisis, or of depression are scarcely less numerow than the 
points of similarity. Every bwiness cycle, strictly speaking, is 
a unique series of events and has a unique explanation, becawe 
it is the outgrowth of a preceding series of events, likewise 
unique." 

The theory of bwiness cycles, however, need not be given 
up in despair becawe it cannot satisfy ideal requirtOments. The 
purposes scientific theory serves are met by explanations that 
stop far short of radical thoroughness. Much would be gained 
for the conduct of individual affairs and the guidance of legis
lation could we single out from the maze of sequences among 
business phenomena a few that are substantially uniform. For, 
with a degree of confidence that depends upon the regularity 
with which they recur, these sequences could be wed as guides 

• If theory is to be rateo ..,..;ously as -ting to give really a<kquate under· 
standing. it must be admitted that even this unique explanation of any single 
cycle cannot be rompletely worked ouL For. obviously, analysis can never be 
carried bact to the beginuing of the chain of eveou in any cycle. and woaming 
even the proximate events it is obviously itupossible to roUCICl aU tbe relevant 
information. Further, the intellectual instrumenu of analysis are unequal to the 
romplex problem of bandling simultaneous variations among many interrelated 
functioDL 



PREFACE xi 

in forecasting the immediate business future. They could seroe 
also as centers for organizing our knowledge concerning the 
variable sequences, and as beginnings in the search for new 
uniformities. Such regular sequences would help us to organ
ize the tangled mass of facts presented by direct obseroation 
into coherent clusters. The latter would stimulate the imagi
nation to unravel various lines, of causal connection that are 
jumbled together in the annals of business and in the tables 
of statistics. Then it might be found that the irregularity of 
other sequences arises from varying combinations among se
quences themselves regular. 

The first aim of the descriptive analysis of business cycles, 
then, must be to look for the sequences that occur in every 
revival, prosperous period, crisis, and depression. The various 
lines of thought suggested by what lies on the surface may be 
followed boldly in the hope of discovering further uniformi
ties that are obscured by the dissimilarities of the combinations 
in which they appear. These speculations, however, must be 
submitted to the pragmatic test. That is, they must be used in 
attempting to interpt·et the known phenomena of business 
cycles, and judged by the aid they render the mind in its effort 
to create order amidst the confusion of obseroations. 

The sketch of et;onomic organization in the second chapter 
of the first edition provided the framework into which the 
statistical chapters of Part II were fitted, and also the frame
work fora descriptive analysis of business cycles in Part III. 

Since the quest of money profits by business enterprises is 
the controlling factor among the economic activities of men 
who live in a money economy, the whole discussion must cen
ter about the prospects of profits. On occasion, indeed, this 
central interest is eclipsed by a yet more vital issue-the avoid
ance of bankruptcy. But to make profits and to avoid bank
ruptcy are merely two sides of a single issue-one side concerns 
the well-being of business enterprises under ordinary circum-
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stances, the other side concerns the life or death of the same 
enterprises under circurrutances of acute strain. 

Whatever affects profits and solvency, then, comes within 
the sweep of the analysis. And we already know the factors of 
chief significance: the prices that constitute business receipts 
and the prices that constitute business expenses, the volume 
of sales effected at the prevailing margins of profit, the need of 
having curren9 to make payments and of obtaining loaru in 
adequate amount from banks and investors. But to know what 
these factors are, and even to know what fluctuations they un
dergo in severalty, is only half the battle. The other and the 
harder half is to follow the interactions of these factors through 
all the permutations that brighten or darken the prospects of 
profits and make easy or difficult the maintenance of solven9. 

Since the processes of a nation'S business life never cease 
or begin afresh, no natural starting point for the descriptive 
analysis to which we are committed exists. It is neussary to 
plunge in medias res by breaking into the unceasing processes 
at some arbitrarily chosen poinL The grave disadvantage of 
this procedure is that the whole situation from which we start 
must be taken for granted. But, by following the interlacing 
processes forward through their successive phases we can work 
round again to our point of departure, and account for our 
original assumptions in the only way in which we can account 
for any of the intermediate phenome,_.,hat is, by tracing the 
processes of cumulative change through which one set of busi
ness conditions gradually evolves into quite a different set. 

The starting point chosen is that stage of the business cycle 
in which activity begins to quicken after a period of depre5-
sion. How the characteristic features of this stage are evolved 
by the depression itself will be treated last of all. w.c.x. 
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BUSINESS CYCLES AND THEIR CAUSES 

This is a realistic account of what goes on 
within a business cycle. 

The recurrent phases of economic activity
prosperity, crisis, depression, and revival
grow into and out of each other. They are 
here examined in terms of the characteristics 
and observed behavior of the economic sys
tem. 

Originally published m 1913, Mitchell's 
germinal and familiar work marked the be
ginning of a distinctly new approach to the 
analysis of business cycles. The present vol
ume, which is Part Ill of the larger work, has 
since become the classic statement of a 
theory of their causes. O ne of the reasons for 
its durability i~ not far to seek: it was woven 
out of observed phenomena of the money 
economy, not spun out of airy postulates. 

Original contributions to economic theory 
ouJiast the individual and temporal variations 
which the annals of business and the tables 
of statistics show. This is such a contribution. 

Wesley Clair Mitchell was for many yeprs-
Professor of Economics at Columbia Unive r
sity and Director of the National BureaJ of 
Economic Research, Inc. 
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