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OVERALL ASSESSMENT (provided in English, Czech, or Slovak): 

 
The present master thesis presents and empirically verifies the Austrian business cycle theory, i.e. a 
monetary cycle theory that draws a link between money-induced low interest rates and misallocation 
of inputs in the economy. The author first presents the derivation and implications of the theory and 
then examines a total of 8 propositions to test its validity on the latest US cycle. 
 
There are two general aspects of the thesis that I especially appreciate. Firstly, I find the thesis 
original. Attempts at verification of the Austrian business cycle theory are generally scarce and there 
have been so far only studies testing it on the 1990s’ business cycle in the US (Callahan, Garrison 
(2003), Cochran et al. (2003)) or on a set of post-war business cycles (Keeler (2001), Mulligan 
(2006)). I believe that this thesis is the first to take a comprehensive look at the newest US cycle 2001-
09.  
 
Secondly, the Austrian business cycle theory was conceived by Mises and Hayek as a purely 
qualitative one, thus limiting the possibilities of empirical verification. However, in my opinion, the 
author of the thesis did a good job of formulating reasonable hypotheses and thus exploiting the 
verification potential of the theory. While some studies only aim to verify the assumptions of the theory, 
the present thesis verifies both the assumptions (first 2 propositions) and conclusions (remaining 6 
propositions), hence exposing the theory to a full-fledged test. 
 
In particular, I find valuable the results in Propositions 6 and 7 (relative prices) and Proposition 3 
(industrial activity across the production structure), which are the crux of the Austrian theory. An 
especially interesting result is in Figure 31, which confirms the exact ordering of slope coefficients as 
postulated by the theory when it comes to the impact of credit growth on different phases of 
production. 
 
My only reservation about the thesis concerns the discussion of results. For example, the author finds 
that there is no evidence of overconsumption (p. 63), which is one of the important predictions of the 
theory. I would prefer a discussion of the importance of this finding (whether it can question some of 
the mechanisms of the theory) and whether the data is rich enough to have a conclusive opinion on it. 
 
Overall, I consider the present thesis a very valuable piece of work that shows the validity of most 
predictions of the Austrian business cycle theory in describing the latest cycle. The results of the thesis 
– by showing the link between credit growth and relative prices - could be used as an argument 
against expansionary monetary policy. I recommend the thesis for defence and propose grade 1. 
 
I suggest the following questions for the defence: 
 

 Proposition 4 states that according to the theory, wages at earlier stages of production should 
grow faster than those at later stages of production, reflecting the effects of credit expansion. 
Is this compatible with the view of some Austrian theorists that labour is mostly a non-specific 
input, which moves swiftly between sectors and therefore equalizes the wage between them? 
What do the results say about the specificity of labour as an input? 

 The thesis finds that according to relative prices, there was probably no overconsumption 
during the boom phase of the cycle. However, other data for example show that household 
debt in the US increased sharply in 2001-08 and was presumably used for consumption. Is it 
possible that the measures of overconsumption in the thesis did not capture certain items of 
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household spending an therefore did not detect overconsumption? Are home prices recorded 
among prices of consumer goods? And should they be (in the logic of the Austrian theory)? 

 

SUMMARY OF POINTS AWARDED (for details, see below):  
 

CATEGORY POINTS 

Literature                     (max. 20 points) 17 

Methods                      (max. 30 points) 27 

Contribution                 (max. 30 points) 28 

Manuscript Form         (max. 20 points) 16 

TOTAL POINTS         (max. 100 points) 88 

GRADE                          (1 – 2 – 3 – 4) 1 
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EXPLANATION OF CATEGORIES AND SCALE: 

 
LITERATURE REVIEW: The thesis demonstrates author’s full understanding and command of recent literature. 
The author quotes relevant literature in a proper way. 
 
Strong  Average  Weak 
20  10  0  
 
 
METHODS: The tools used are relevant to the research question being investigated, and adequate to the author’s 
level of studies. The thesis topic is comprehensively analyzed.  
 
Strong  Average  Weak 
30  15  0  
 
 
CONTRIBUTION:  The author presents original ideas on the topic demonstrating critical thinking and ability to 
draw conclusions based on the knowledge of relevant theory and empirics. There is a distinct value added of the 
thesis. 
 
Strong  Average  Weak 
30  15  0  
 
 

MANUSCRIPT FORM: The thesis is well structured. The student uses appropriate language and style, including 
academic format for graphs and tables. The text effectively refers to graphs and tables and disposes with a 
complete bibliography. 
  
 
Strong  Average  Weak 
20  10  0  

 
 
Overall grading: 

 
TOTAL POINTS GRADE   

81 – 100 1 = excellent = výborně 

61 – 80 2 = good = velmi dobře 

41 – 60 3 = satisfactory = dobře 

0 – 40 4 = fail = nedoporučuji k obhajobě 

 


