
HAYEK'S MONEY ECONOMY:
THE DYNAMICS OF COMPETITIVE
EQUILIBRIUM AND SOCIO-ECONOMIC
ORDER

G.R. STEELE

Hayek’s eco nom ics is fo cused upon ad ap ta tion: the con tin u ously chang ing
so cial or der re quires no con scious di rec tion. That evo lu tion ary the sis ap -
plies even to it self; no one can re main in tel lec tu ally ac tive through out a

long life with out the ad ap ta tion of con cepts or con clu sions. If com plete re ver sals are
rare, re con sid er a tion and re fine ment of no tions pre vi ously held are nor mal. And
while in tel lec tual thought is con sciously dis ci plined by the pre cepts of sci ence
and ra tio nal ity, ser en dip ity has the dom i nant role in the pro cess of dis cov ery. 

Among the many as pects of the chro nol ogy of Hayek’s work (see Hutch in son
1981, pp. 203–32; Caldwell 1988; Law son 1994; Fleetwood 1995; Foss 1995;
Witt 1997; Lewin 1997), one is af forded par tic u lar at ten tion. Did Hayek con tin u -
ously re fine his no tion of equi lib rium, or was there an abrupt change? While this is
likely to re main a moot is sue, a case is pre sented for co her ence and con ti nu ity in
the im por tant themes: the con cep tu al iza tion of equi lib rium within the money
econ omy; the rel e vance of mon ey’s non-neutrality to busi ness cy cles; and co or di -
na tion within the ex tended so cial or der which is only pos si ble within a money
econ omy.

BUSINESS CYCLES AND EQUILIBRIUM THEORY

In ter est in the or i gin and na ture of busi ness cy cles had been kin dled by the enor -
mous price fluc tu a tions across Eu rope in the 1920s. The search was for a fea ture
of mar ket econ o mies that might serve as a gen eral ex pla na tion. Here, the cru cial
prob lem was “the in cor po ra tion of cy cli cal phe nom ena into the sys tem of equi lib -
rium the ory”1 (Hayek 1933, p. 33 n):
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1This re mains a live is sue: the gen eral ob ser va tion that one busi ness cy cle is very much like
any other busi ness cy cle, “sug gests the pos si bil ity of a uni fied ex pla na tion . . . grounded in the
gen eral laws gov ern ing market econ o mies” (Lucas 1977, p. 10) and “constructed so as to
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