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CRITICAL ANALYSES OF ECONOMIC CYCLES THEORIES

This paper provides analyses of economic cycles theories. It examines into economic cycles according
to their periodicity, explores the theoretical background and formulates the basics of the mechanism
of the Kitchin inventory cycles of 3-5 years, the Juglar fixed investment cycles of 7-11 years, the
Kuznets infrastructural investment cycles of 15-25 years), the Kondratiev long technological cycles of
45-60 years. It studies different classifications of economic cycles and covers main causes, which drive

periodical fluctuations in business activity.
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Statement of the problem. The increasing fre-
quency and severity of financial and economic crises
over the past three decades have raised important
questions about background of such emergencies.
Explanation the externalities of upturns and down-
turns in world economy could be provided with un-
derstanding the nature of cyclic economic transfor-
mations. Representation the mechanism of cyclic
fluctuation of economy is important tool for effec-
tive economic policy, which enables government to
forecast possible scenarios for economic develop-
ment and work out efficient managerial strategy.

Analyses of latest studies and publications. The
foundation of cycles theories was settled by Joseph
Kitchin, Simon Kuznets, Nikolai Kondratiev, Joseph
Shumpeter , Clitment Juglar. Today the attempts to
analyze the nature of business cycles represented in
works of A. V. Korotaev, S. V. Tsirel, A. F. Burns,
W. C. Mitchell, A. Sullivan, S. M. Sheffrin, J. W.
Forrester , M. Bormotov, A. Telecote and others. At
the same time despite the intense attempts of econo-
mist to give proper explanation to mechanisms of
cyclic development this question is still in need for
scientific consideration.

The objective of the article is to explore the theo-
retical background and formulates the basics of the
mechanism of economic cycles.

Unsolved aspects of the problem. Due to signifi-
cant variability of display areas, scope and duration
of economic cycles there is consistent approach to
understanding the nature periodical economic fluc-
tuations. In addition, there is no single concept of
views on the problems of the interaction between
dynamic fluctuations in economic activity with the
innovative development of the world economic sys-
tem, which explains the need for further study of
the issue.

Presentation of the basic materials. Severe eco-
nomic fluctuations which had recently hit the entire
world economy after relatively prosperous decades
despite numerous institutional efforts to control
them have recalled an interest to the theory of eco-
nomic cycles. Historical data on main economic in-
dexes and academic evidence show that recurrent
fluctuations in the pace of economic growth are
consistent over time. Technological revolutions and
worldwide implementation of basic inventions are
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necessarily accompanied by the processes of creative
destruction or — sanitation of the economy, which
cause long term economic cycles which appear to be
predictable but practically unavoidable.

The term business cycle (or economic cycle) re-
fers to economy-wide fluctuations in production
or economic activity over several months or years.
These fluctuations occur around a long-term growth
trend, and typically involve shifts over time between
periods of relatively rapid economic growth (expan-
sion or boom), and periods of relative stagnation or
decline (contraction or recession) [1, 15].

These fluctuations in economic activity are usu-
ally measured by the growth rate of real gross do-
mestic product and despite being recurrent they do
not follow any strict harmonic pattern.

The widely accepted definition of business cycles
refers to Arthur F. Burns’ and Wesley C. Mitchell’s
definition: «Business cycles are a type of fluctuation
found in the aggregate economic activity of nations
that organize their work mainly in business enter-
prises; a cycle consists of expansions occurring at
about the same time in many economic activities,
followed by similarly general recessions, contrac-
tions, and revivals which merge into the expansion
phase of the next cycle; in duration, business cycles
vary from more than one year to ten or twelve years;
they are not divisible into shorter cycles of similar
characteristics with amplitudes approximating their
own» [2, 8].

In the mid-20th century, J. Schumpeter proposed
a typology of business cycles according to their pe-
riodicity, so that a number of particular cycles were
named after their discoverers or proposers:

the Kitchin inventory cycle of 3-5 years;

the Juglar fixed investment cycle of 7-11 years
(often identified as 'the’ business cycle);

the Kuznets infrastructural investment cycle of
15-25 years (after Simon Kuznets also called build-
ing cycle);

the Kondratiev wave or long technological cycle
of 45-60 years (after Nikolai Kondratiev) [3, 106].

Kitchin cycle is a short business cycle of about 40
months discovered in the 1920s by Joseph Kitchin.

This cycle is believed to be accounted for by time
lags in information movements affecting the deci-
sion making of commercial firms. Firms react to the
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improvement of commercial situation through the
increase in output through the full employment of
the extent fixed capital assets. As a result, with-
in a certain period of time (ranging between a few
months and two years) the market gets ‘flooded’
with commodities whose quantity becomes gradu-
ally excessive. The demand declines, prices drop,
the produced commodities get accumulated in inven-
tories, which informs entrepreneurs of the neces-
sity to reduce output. However, this process takes
some time. It takes some time for the information
that supply significantly exceeds demand to get to
the businesspeople. As it takes entrepreneurs time
to check this information and to make the decision
to reduce production, time is also necessary to ma-
terialize this decision (these are the time lags that
generate the Kitchin cycles). Another relevant time
lag is the lag between the materialization of the
afore mentioned decision (causing the capital assets
to work well below the level of their full employ-
ment) and the decrease of the excessive amounts of
commodities accumulated in inventories. Yet, after
this decrease takes place one can observe the condi-
tions for a new phase of growth of demand, prices,
output, etc. [4, 10].

Juglar cycle is a fixed investment cycle of 7 to 11
years identified in 1862 by Clement Juglar. Within
the Juglar cycle one can observe oscillations of in-
vestments into fixed capital and not just changes in
the level of employment of the fixed capital (and re-
spective changes in inventories), as is observed with
respect to Kitchin cycles. 2010 research employing
spectral analysis confirmed the presence of Juglar
cycles in world GDP dynamics [4, 11].

Kuznets swing is a claimed medium-range eco-
nomic wave with a period of 15-25 years found
in 1930 by Simon Kuznets [5, 207]. Kuznets con-
nected these waves with demographic processes, in
particular with immigrant inflows/outflows and the
changes in construction intensity that they caused,
that is why he denoted them as «demographic» or
«building» cycles/swings. Kuznets swings have been
also interpreted as infrastructural investment cycles
[6, 109].

In economics, Kondratiev waves (also called su-
percycles, great surges, long waves, K-waves or the
long economic cycle) are supposedly cycle-like phe-
nomena in the modern . Averaging fifty and ranging
from approximately forty to sixty years, the cycles
consist of alternating periods between high sectoral
growth and periods of relatively slow growth [4, 13].

Kondratiev identified three phases in the cycle:
expansion, stagnation, recession. More common to-
day is the division into four periods with a turning
point (collapse) between the first and second phases.
Writing in the 1920s, Kondratiev proposed to apply
the theory to the 19th century:

1790-1849 with a turning point in 1815.

1850-1896 with a turning point in 1873.

Kondratiev supposed that, in 1896, a new cycle
had started.

The long cycle supposedly affects all sectors of an
economy. Kondratiev focused on prices and interest
rates, seeing the ascendant phase as characterized
by an increase in prices and low interest rates, while
the other phase consists of a decrease in prices and
high interest rates. Subsequent analysis concentrat-
ed on output.

According to the innovation theory, Kondra-
tiev waves arise from the bunching of basic in-
novations that launch technological revolutions
that in turn create leading industrial or commer-

cial sectors. Kondratiev's ideas were taken up by
Joseph Schumpeter in the 1930s. The theory hy-
pothesized the existence of very long-run macro-
economic and price cycles, originally estimated to
last 50-54 years.
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Picture 1. Simplified Kondratieff Wave Pattern [8]

There are several modern timing versions of
the cycle although most are based on either of two
causes: one on technology and the other on the cred-
it cycle.

Additionally, there are several versions of the
technological cycles, and they are best interpreted
using diffusion curves of leading industries. For
example, railways only started in the 1830s, with
steady growth for the next 45 years. It was after
Bessemer steel was introduced that railroads had
their highest growth rates; however, this period is
usually labeled the «age of steel».

The technological cycles can be labeled as follows:

+ The Industrial Revolution — 1771;

+ The Age of Steam and Railways — 1829;

- The Age of Steel and Heavy Engineering —
1875;

+ The Age of Oil, Electricity, the Automobile and
Mass Production — 1908;

+ The Age of Information and Telecommunica-
tions — 1971.

According to Schumpeter, one of the reasons why
the economic crisis of 1929-33 was so severe is a co-
incidence of troughs of Kitchin, Juglar and Kuznets
cycles. The downturn in each cycle reinforced the
downturn in the other cycles. However, most of the
time, according to Schumpeter, the various cycles
cross one another-a peak in one might correspond
to a trough in another, thereby creating business
conditions that are somewhere between all-out boom
on one hand and the extreme crisis conditions on the
other [8].

Economic cycles may be categorized according to
five attributes of classification: duration, severity,
the nature of underlying techno-economic processes,
manageability and preventability by institutions [8].

By duration from through to through or from
peak to peak there are recognized four typical time
frames of economic cycles:

- cycles, with duration 50-60 years;

- cycles with duration 25-30 years;

- cycles with duration 10-12 years;

- cycles with duration 5-7 years.

Economic cycles are categorized here by a mag-
nitude of severity which is recognized as a continu-
ance of recession (significant decline in economic
activity visible in real GDP), in three groups:

- extra severe, over 5 sequential years;

- severe, 3-5 sequential years;

- moderate, less than 3 sequential years.
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By the nature of underlying techno-economic
processes economic cycles are divided in five groups:

- economic cycles caused by technological revo-
lutions which affect the fundamentals of economic
system;

- economic cycles driven by major basic inven-
tions that cause structural changes and create a base
for upcoming basic inventions;

- economic cycles driven by basic inventions that
cause surge of consequent minor inventions and in-
novations;

- economic cycles caused involuntary by inad-
equate institutional, entrepreneur and customers
behaviour leading to inflation and overshoots or un-
dershoots of business inventories.

- economic cycles occurring due to — force major:
nature cataclysms, wars, pandemics, etc.

The real rate of manageability and preventability,
or at least ability to smooth the severity of economic
cycles, is floating somewhere between the classical
economics concept of laisser passé and the commu-
nist concept of planned economy. Since the economy
is considered to be partially manageable, economic
cycles are not completely avoidable, but are subject
of — smoothing regulations. Therefore in this paper
economic cycles are categorized as the following:

- preventable economic cycles; in that category
fall all cycles caused by human (institutions, entre-
preneur and customers) behaviour;

- unpreventable but partially manageable eco-
nomic cycles; cycles of all other nature fall in that
category.

Every economic school of thought (Classic, Neo-
Classic, Keynesian, Neo-Keynesian, Austrian, En-
dogenous, and Techno-Economical) provides its
own explication on how economic cycles are driven.
Sometimes it appears to be a tautology in argumen-
tation. Low demand induces low supply, that leads
to unemployment growth, that causes monetary in-
jections, that induce inflation and make the invest-
ment bubble arise, that causes a financial system
crisis, that requires sanitation, that leads to re-allo-
cation of resources, that pushes economic activity,
that induces a rise in employment, that leads to a
rise in demand growth, that leads to a rise in prices,
that leads to real demand fall, etc. This is a circle
chain. One can start pooling from any link and turns
over the entire chain [8].

Joseph Kitchin, Simon Kuznets, Nikolai Kondra-
tiev, Clitment Juglar provided their own explication
on how economic cycles are driven (table 1).
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Table 1
Techno-Economic mechanism
of economic cycles [9]

Type of

Underlying Techno Economic mechanism
cycle

Overshoots and undershoots of business
inventories: recovery from recession left
firms short of stocks which they then strove
to rebuild. Suddenly they found they have
succeeded all too well, and were obliged to
cut back orders and output accordingly;
which depressed the economy, and by doing
so caused a further involuntary pile-up of
stocks.

Kitchin

Assets reallocation inside sectors of economy.
Investment in fixed assets overshoots at the
peak, giving excess capacity, and undershoots
at the through. The longer period between
peaks and through reflects the slower process
of adjustment involved.

Juglar

Assets reallocation between existent sectors
of economy and territories, that requires
substantial investment in infrastructure,
particular in building

Kuznets

Fundamental assets reallocation due to new
sectors creating and structural reconstruction
of entire economy on new generation techno-
logical base

Kondratiev

Findings. There are three groups of causes
that drive economic cycles: directly unmanageable
causes (natural non-renewable recourses scarcity —
oil, coil ete.), slow manageable causes (knowledge)
and manageable causes (taxes, money supply, in-
terest, government spending, subsides, wages,
prices and import regulation, etc.). The — manage-
ability of economy is limited; hence either — over-
drive or — poor drive causes unwanted economic
fluctuations.

Economic cycles are basically driven by com-
plex of natural, technological, economical, finan-
cial and political causes and it is very difficult to
mark out separate, specific reasons which cause
periodic economy-wide fluctuations in production
or economic activity. The crucial economical prob-
lem is so complicated and complex itself, that it
pools out an adequate multifaceted explication. All
and every schools possess and deliver a true judg-
ment, but not a comprehensive or final one. A per-
manent evolution is an attributive characteristic
of an economic system, therefore the mentioned
economics theories, by influencing each other, are
hopefully moving to some kind of positive diffu-
sion and convergence.
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Taiimeii 1. O.
JloHenpKMH HaIiOHATBHUI yHiBepcUTET

KPUTUIHMIMN AHAAI3 TEOPIM EKOHOMIYHMX 1ITMKAIB

Pesrome

Y crarTi 3ampOIOHOBAHO AaHAJI3 TeOpill eKOHOMIUHMX IIMKJIB. ¥ pPOOOTI PO3TVIAHYTO E€KOHOMIiUHI ITUKJIN
pisHOI TpmBaJsiocTi, mOCTimKeHO TeopeTWuHi 3acamu Ta 0as3oBi Mexauismu nukiaiB Kuruwmza tpusaiictio 3-5
pokiB, nmukiiB Krormapa tpusaiictio 7-11 pokis, mukaiB Kysuems TpuBamictio 15-25 pokiB, HOBrux XBUJIb
KongparreBa TpuBaiictio B 45-60 pokiB. ¥V mociaimxeHHI 3ampomoHOBaHO pisHi Kiaacudikarii eKoHOMiuHHX
IIUKJIIB i BUBYEHO OCHOBHI IPUUYMHY, AKi iIX IPUSBOAATH A0 IEePiOAUYHUX KOJMBAHB AiJIOBOI aKTHUBHOCTI.
KarouoBi cioBa: KOpOTKOCTpPOKOBuiT nukjg Kurtumua, cepegHbocTpokoBuil nmuka sKiorispa, putm Kysvend,
XBUJISA a00 ITOBruil TexHoJoTriuHUM nmukJ KoHApaTheBa, MOIIMPEHHA, CTarHAIlisA, CIak, eKOHOMiuHe 3POCTaHHHA,
KOJMBAHHS B €KOHOMIIIi.

Taiimeii 1. A.
JloHenKUi HAI[MOHAJIBbHBIA YHUBEPCUTET

KPUTHUIECKMIN AHAAM3 TEOPUIM DKOHOMMYECKIX LIMKAOB

Pesrome

B crarbe mpejcraBiieH aHAIN3 TEOPUNM SKOHOMUUECKUX IIMKJIOB. B paboTe paccCMOTPEHBI 9KOHOMUYECKUE ITUKJIbI
PasHOM AJINTEJILHOCTH, MCCJIEJO0BAHBLI TEOPETHUYECKNHEe OCHOBBLI M 0a30Bble MeXaHW3Mbl IMUKJOB Kurumma aau-
TeJILHOCTBIO 3-5 JieT, MuKJa0B Kioridapa aiurenbHOCThIO 7-11 Jer, nukiaoB KysHena giutenasHocthio 15-25 jer,
IIMHHBIX BoJIH KoHApaTheBa MepUOLUYHOCTBIO B 45-60 jyer. B mcciemoBaHuM IpenosKeHbl PasjINdYHbIe KJiac-
cu(UKAINU SKOHOMUYECKUX IUKJIOB U M3YyYEHBbl OCHOBHBIE IPUYWHBI, KOTOPbIEe HPUBOLAT K IIEPUOAUUYECKUM
K0JIe0aHUSM [IeJI0BOM AaKTUBHOCTH.

KaioueBble caoBa: KpaTKOCpOuHBIM mMuka KutuwHa, cpemuHecpouHblil nuka JKioraspa, putm KysHema, BosHA
WIKM AJMHHBIA TEXHOJOIMYECKUN IUKJ KoHApaTheBa, pacupocTpaHeHUe, CTarHalus, CIIaJ, SKOHOMUYECKUI
pocT, KosiebaHusA B 9KOHOMUKE.

YIOK 330.352

IlIasnos K. B.

W:xeBCKUII MHCTUTYT yIpPaBJIEHUA,

Kamcrwmit HUHCTUTYT 'YMAaHUTAPHBIX U MHMKEHEPHBIX TeXHOJIOTU

NNATOUHCTUTYTbI, IATOUMHCTUTYUMOHAANIM
" MOAEPHU3ALINMS POCCHMMCKOM DKOHOMMKNA

B crarhe maercs xapaKTepUCTUKA MATOMHCTUTYIMOHAJN3Ma KaK IMEPCIEKTUBHOTO HAMPABJIEHUS WHCTUTYIU-
OHAJBHOU TEOPUU, OIPEAEIAIOTCSA CYIITHOCTh WM KPUTEPUU BHIJEJIeHUS MaTOUMHCTUTYTOB CKBO3b IPU3MY BO3-
MOJKHOCTH WCIIOJIb30BAHUA dTUX MOHATUN IPU aHAIU3Ee (PAaKTOPOB M OCOOEHHOCTEN MOIEPHU3AIUN POCCUNCKOMR
9KOHOMUKM.

KaroueBbie CJIOBA: MATOMHCTUTYIIMOHAJN3M, MATOMHCTUTYTHI, POCCUIICKAsA 9KOHOMHUKA, MOIEPHU3AIUs, [1aTO-

JIOTUYECKUH IpoIiece.

ITocranoBKa mpo6aemMsbl. THCTUTYIIMOHAIN3M KaK
HOBOE HAIpaBJeHUE dKOHOMHUUYECKOUW MBICJIU BO3HUK
B CIITA B mHauame XX cTojeTus Kak omHa u3 (GopM
OTOOpaKeHUsA YCUJIUBIINXCSA MOHOIOJUTUYECKUX
TeHAEeHIUI B SKOHOMUKE, COAENCTBYs pa3paboTke u
PasBUTUIO «AHTUTPECTOBCKOII» IIOJUTUKU COOCTBEH-
HOUM cTpaHbI. B ompezesieHHONI Mepe MHCTUTYIMOHA-
JIU3M TIPOTHBOIOCTABJISETCSA HEOKJIACCUYECKOMY Ha-
TIpPaBJEeHNI0 9KOHOMUYECKON TEeOPHUU, UCXONAIIel u3
BEJIMKOTO Te3uca, chopMyJIUPOBAHHOIO €Ille BeJIUKUM
A. CMuTomM 0 «HEBUIUMOI PyKe» PBIHKA, T. €. O CO-
BePIIIEHCTBE PHIHOYHOTO XO3AMCTBEHHOTO MeXaHU3Ma
U CaMOPeryJnpyeMOCTH PBIHOUYHON SKOHOMHUKHU. [Ipu
HaQJIAYUU MEKJUCIUILINHAPHOTO XapaKTepa WHCTH-
TYIUOHAJU3M HaAPAAY C MaTepUaJIbHLIMU (haKToOpaMu
B KaUyecTBe OIpeeaionieil CUIbl Pa3BUTUA 9KOHOMIU-
KU BBIIEJISET TaKiKe IPaBOBbIe, MOPaJbHbIE, STHUYE-
CKUe, NYXOBHBIe U Apyrue (pakTopbl, paccMaTpuBae-
Mble B UCTOPUYECKOM aCIIeKTe.

AHanu3 MOCJHEeTHUX WCCJAeTOBAHUN M MyOJaMKa-
muii. Bompockl 0 MaTOMHCTUTYTaX, IIATOMHCTYIIMOHA-
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Ju3Me U MOJEePHUBAINUA POCCUHICKOM 9KOHOMUKHU pac-
cmaTpuBasu B cBoux paborax A.A. Ayszam [1], B.B.
Hementne, P.M, Hypues [2], A.C. fAarapos [3],
0O.B. Hocosa [4], B.K. Hycparymnaun [5]. Cuexnyer
OTMETHUTDH, UTO BBINIEYIIOMSIHYThIE YUEeHbIe YIEJAIN
BHUMAaHNE Pa3BUTHUIO MHCTUTYIIMOHAIN3MA U Pa3JINU-
HBIM COBPEMEHHBIM IIpo0JIeMaM.

ITenp maHHOM CTATHM — M3yUEeHUE W aHAJIU3 IIaTO-
JIOTH#, KOTOPBIE MOTYT IPUBECTU K (HPOPMUPOBAHUIO
¥ PA3BUTHUIO HOBOTO HAIPABJEHUSA B pPaMKaxX WHCTHU-
TYIUOHAJIBbHON TeOpPUU. Y UNUTHIBAS, UTO B IOCTETHEE
BpeMs YYACTUJINCh KPUBUCHI IVIO0ATBHOTO U JIOKAJb-
HOTO XapakxTepa, MpeCcTaBJseTcs, UTO PA3BUTHE Ia-
TOMHCTUTYI[MOHAIN3MAa MOMKET CTaTh BechbMa aKTy-
aJBHBIM.

PesynsraThl ucciaemoBaHmii. B ocHOBe Kareropu-
aJbHOTO AamlapaTa WHCTUTYIIMOHAJIUCTCKONM KOHIIEI-
UMY JIEIKUT MOHATUE «UHCTUTYT», IPUYEM K UHCTUTY-
TaM OTHOCST caMble Pa3HOOOpasHble MOHATHUS, TaKue,
KaK COOCTBEHHOCTh, I'OCYapCTBO, CeMbs, ITPO(COIO3HI,
penurus, HpaBbl u T. I. [2]. Takum o6pasom, UHCTHU-
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