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Abstract : The period of high income, output and employment has 

been called the period of expansion, upswing or prosperity, and the 

period of low income, output and employment has been described 

as contraction, recession, downswing or depression. The economic 

history of the free market capitalist countries has shown that the 

period of economic prosperity or expansion alternates with the 

period of contraction or recession.  These alternating periods of expansion and contraction in 

economic activity has been called  business cycles. They are also known as trade cycles. J.M. 

Keynes writes, “A trade cycle is composed of periods of good trade characterized by rising 

prices and low unemployment percentages with periods of bad trade characterized by falling 

prices and high unemployment percentages.” 

The duration of a business cycle has not been of the same length; it has varied from a minimum 

of two years to a maximum of ten to twelve years, though in the past it was often assumed that 

fluctuations of output and other economic indicators around the trend showed repetitive and 

regular pattern of alternating periods of expansion and contraction. 
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Introduction : Businesses conditions never remain unchanged. A business cycle refers to 

oscillations is aggregate economic activities, specifically in employment, output and income, 

prices and profits, etc. but each and every oscillation in economic activities cannot be called a 

business cycle. Only those fluctuations can be called business cycle, which occurs periodically 

with certain regularity. A trade cycle has been defined differently by different economists. 

According to Prof. Beham, “Trade cycle renders to a period of prosperity followed by a period of 

depression." 

Prof. Haberler’s definition is very simple when he says, “The business cycle in the general sense 

may be defined as an alternation of periods of prosperity and depression of good and bad trade." 
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