


Business cycle theory as a basis for 
economic policy

This book aims to start a debate on the relationship between economic 
theory – and more precisely business cycle theory – and economic polic, 
emphasising the diversity of views on economic policy which characterised 
older periods, in contrast to the homogeneity of the analysis and diagnosis 
provided by current business cycles developments. 

Since the 1970s, economic theorists excluding any economic policy 
interventions and favouring strictly supply-side economic policies have 
gained a growing infl uence. The development of Equilibrium Business 
Cycles theories coincides with the collapse, at least in academic circles, of 
the Keynesian consensus favouring stabilization policies. The alternative 
approach which emerged was based on an a priori hypothesis about the 
stability of the economy – or at least on its remarkable ability to stabilize itself. 
The direct consequence of this approach is that any stabilization objective 
for economic policy is not only misguided but also ineffi cient. There are 
many reasons why Keynesian policies ceased to be dominant in theoretical 
circles, but the most helpful circumstances for the rapid propagation of a new 
revolutionary theory is certainly the existence of an established orthodoxy, 
clearly inconsistent with the most salient facts of reality. 

This book offers a sample of different theoretical approaches to business 
cycles, examining their respective views on economic policy with the objective 
of understanding business cycles that have been lost, and identifying those 
views which explain fl uctuations and the way we conceive economic policy. 

This book was originally published as a special issue of The European 
Journal of the History of Economic Thought. 

Pascal Bridel is Professor of Economics at the University of Lausanne, 
Switzerland. He has published in various fi elds including the history of 
economic thought and monetary theory.

Muriel Dal Pont Legrand is Professor of Economics at the University 
Nice, France. She has published in various fi elds including the history of 
economic thought.

pbridel
Note
policy

pbridel
Note
theories





 Business cycle theory as a
basis for economic policy

Edited by

Pascal Bridel and
Muriel Dal Pont Legrand



First published 2016
by Routledge
2 Park Square, Milton Park, Abingdon, Oxon, OX14 4RN, UK

and by Routledge
711 Third Avenue, New York, NY 10017, USA

Routledge is an imprint of the Taylor & Francis Group, an informa business

© 2016 Taylor & Francis

All rights reserved. No part of this book may be reprinted or reproduced
or utilised in any form or by any electronic, mechanical, or other means,
now known or hereafter invented, including photocopying and recording,
or in any information storage or retrieval system, without permission in
writing from the publishers.

Trademark notice: Product or corporate names may be trademarks or
registered trademarks, and are used only for identifi cation and
explanation without intent to infringe.

British Library Cataloguing in Publication Data
A catalogue record for this book is available from the British Library 

ISBN  13: 978-1-138-93881-6

Typeset in Garamond
by Refi neCatch Limited, Bungay, Suffolk

Publisher’s Note
The publisher accepts responsibility for any inconsistencies that may have
arisen during the conversion of this book from journal articles to book chapters,
namely the possible inclusion of journal terminology.

Disclaimer
Every effort has been made to contact copyright holders for their permission to
reprint material in this book. The publishers would be grateful to hear from any
copyright holder who is not here acknowledged and will undertake to rectify
any errors or omissions in future editions of this book.



v

Contents

 Citation Information vii
 Notes on Contributors ix

  Introduction: Business cycle theory as a basis for
economic policy 1

 Pascal Bridel and Muriel Dal Pont Legrand 

 1. Economics of the crisis and the crisis of economics 6
 Axel Leijonhufvud 

 2. On the importance of institutions and forms of organisation
in Piero Sraffa’s economics: the case of business cycles,
money, and economic policy 21

 Richard Arena

 3. Mr Keynes, the Classics and the new Keynesians:
A suggested formalisation 47

 Rodolphe Dos Santos Ferreira 

 4. Three macroeconomic syntheses of vintage 1937:
Hicks, Haberler, and Lundberg 85

 Hans-Michael Trautwein 

 5. Lange’s 1938 model: dynamics and the “optimum
propensity to consume” 117

 Michaël Assous and Roberto Lampa 



TABLE OF CONTENTS

vi

 6. Toward a non-linear theory of economic fl uctuations:
Allais’s contribution to endogenous business cycle
theory in the 1950s 145

 Alain Raybaut 

 7. The “Treasury View” : An (un-)expected return? 166
 Pascal Bridel 

 
 Index 189



vii

Citation Information

The chapters in this book were originally published in The European 
Journal of the History of Economic Thought, volume 21, issue 5 (October 
2014). When citing this material, please use the original page numbering for 
each article, as follows:

Introduction
Special issue: Business cycle theory as a basis for economic policy
Pascal Bridel and Muriel Dal Pont Legrand 
The European Journal of the History of Economic Thought, volume 21, 
issue 5 (October 2014) pp. 755–759

Chapter 1
Economics of the crisis and the crisis of economics
Axel Leijonhufvud 
The European Journal of the History of Economic Thought, volume 21, 
issue 5 (October 2014) pp. 760–774

Chapter 2
On the importance of institutions and forms of organisation in Piero 
Sraffa’s economics: the case of business cycles, money, and economic 
policy
Richard Arena 
The European Journal of the History of Economic Thought, volume 21, 
issue 5 (October 2014) pp. 775–800

Chapter 3
Mr Keynes, the Classics and the new Keynesians: A suggested 
formalisation
Rodolphe Dos Santos Ferreira 
The European Journal of the History of Economic Thought, volume 21, 
issue 5 (October 2014) pp. 801–838



CITATION INFORMATION

viii

Chapter 4
Three macroeconomic syntheses of vintage 1937: Hicks, Haberler, and 
Lundberg
Hans-Michael Trautwein 
The European Journal of the History of Economic Thought, volume 21, 
issue 5 (October 2014) pp. 839–870

Chapter 5
Lange’s 1938 model: dynamics and the “optimum propensity to 
consume”
Michaël Assous and Roberto Lampa
The European Journal of the History of Economic Thought, volume 21, 
issue 5 (October 2014) pp. 871–898

Chapter 6
Toward a non-linear theory of economic fl uctuations: Allais’s 
contribution to endogenous business cycle theory in the 1950s
Alain Raybaut 
The European Journal of the History of Economic Thought, volume 21, 
issue 5 (October 2014) pp. 899–919

Chapter 7
The “Treasury View”: An (un-)expected return?
Pascal Bridel 
The European Journal of the History of Economic Thought, volume 21, 
issue 5 (October 2014) pp. 920–942

For any permission-related enquiries please visit:
http://www.tandfonline.com/page/help/permissions 



ix

Notes on Contributors

Richard Arena is Professor and Director of the Maison des Sciences de 
l’Homme et de la Société Sud-Est, a cooperative Research Federation 
including all the main research groups of the university in human and 
social sciences at the University of Nice, France.

Michaël Assous is a Senior Lecturer in Economic Science at the Université 
de Paris 1 – Panthéon Sorbonne. 

Pascal Bridel is Professor of Economics at the University of Lausanne, 
Switzerland. He has published in various fi elds including the history of 
economic thought and monetary theory.

Muriel Dal Pont Legrand  is Professor of Economics at the University Nice, 
France. She has published in various fi elds including the history of eco-
nomic thought.

Rodolphe Dos Santos Ferreira is Professor Emeritus of Economic 
Science at the Bureau d’Economie Théorique et Appliqueé, University of 
Strasbourg, France.

Roberto Lampa is based at CONICET (National Scientifi c and Technical 
Research Council) and the University of Buenos Aires, Argentina.

Axel Leijonhufvud is Professor Emeritus in the Department of Economics 
at UCLA, Los Angeles, California, USA. His research interests include high 
infl ations, alternative monetary regimes, computable economics, and the 
evolution of modern macroeconomics. 

Alain Raybaut is based in the Groupe de Recherche en Droit, Économie, 
Gestion (GREDEG) in the Institut Supérieur d’Économie et Management 
at the University of Nice-Sophia Antipolis, Nice, France.

pbridel
Note
Appliquée



NOTES ON CONTRIBUTORS

x

Hans-Michael Trautwein is Professor of International Economics in the 
Department of Business Administration, Economics and Law at Carl Von 
Ossietzky Universität, Oldenburg, Germany. His research includes the 
evolution of macroeconomics, monetary integration and international 
fi nancial markets, and transnationalism and transnational governance. 


	d2fc33edcd51ee2158d9e610619f88a1
	5c3ee76afcbace77bea561ddd0799203



