
Ad
ve

r

Economic Inquiry / Volume 19, Issue 1 /  pp. 96-116

THE LONG RUN BEHAVIOR OF THE INCOME VELOCITY OF MONEY IN FIVE ADVANCED

COUNTRIES, 1870–1975: AN INSTITUTIONAL APPROACH

First published: January 1981

https://doi.org/10.1111/j.1465-7295.1981.tb00605.x

Abstract

References 

Adie, D., “The English Money Stock, 1834–1844,” Explorations in Economic History, 9, no. 2., 1971, p. 111–
143.

Barkai, H., “The Macroeconomics of Tsarist Russia in the Industrialization Era: Monetary Developments, the
Balance of Payments and the Gold Standard,” Journal of Economic History, March, 1973, p. 339–371.

Baumol, W., “The Transactions Demand for Cash: An Inventory Theoretic Approach,” Quarterly Journal of

Economics, November, 1952.

Bordo, M. D., and Jonung, L., “ The Long Run Behavior of the Income Velocity of Money; A Cross Country
Comparison of Five Advanced Countries 1870–1975,” Seminar Paper 1978: 53 Department of Economics, Lund
University.

MICHAEL DAVID BORDO, LARS JONUNG

The income velocity of money in Canada, the United States, Great Britain, Norway and Sweden
displays a U-shaped pattern over the last one hundred years. This paper presents and tests
empirically an explanation for this secular pattern emphasizing the in�uence on velocity of
institutional changes. The inclusion into a simple velocity function of institutional developments
such as the process of monetization, the spread of commercial banking, �nancial development and
the growth of economic stability improves the explanation of long-run movements in velocity
provided by a regression of velocity on real permanent income per head and the interest rate.
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