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iNtroductioN

The WOPCJ “economics” is clePivecJ ][Pom oi|<onomi|<os, which
means s|<i”ed in householcl mancuqemenjr. Alﬂﬁouqh ﬂ]e w0|°c| is
very olcl, the c]iscipline of economics as we understand it Jloclaq is
a PQIGhVQIlJ recent developmenll. Moedern economic thouqh‘l
emerqec] in the 17th and 18th centuries as the western world
l)@qon its Jlmns][ormcufion I(Pom an agrarian fo an indusjlpial

sociejlq.

Despijre the enormous differences between then and now, the

economic pPoljlems with which socie’[q sjlpuqqles remain the same:

- How do we decide what to pPocluce with our limited
resources?

- How do we ensure stable prices and full emploqmenf of
our resources’

- How do we pPovide a rising standard of |ivinq both for

OUPS€|V€S OnCI {OP l[ujlupe qenemfions?

DPquess in economic H”lOUCJI‘Ii toward answers fo these questions
tends fo take discrete steps rather than fo evolve smoofhlq over
time. A new school of ideas suc]c]enlq emerges as chanqes in the
economy qielc] fresh insiqh’[s and make exisJ[inq doctrines obsolete.
The new school even’lua”q becomes the consensus view, fo be

pushecl oside Iaq J[he next wave o][ new icleos.

This process conlinues fodoq and its mofiva’[inq force remains the
same as that three centuries ago: fo understand the economy so
that we may use it wiselq to achieve sociefq,s qoals.
DIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIID
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mercaNtiLists

Mercantilism was the economic philosophq ac]opfecJ Ijq
merchants and statesmen clurinq the 16th and 17th centuries.
Mercantilists believed that a nation’s wealth came pPimCIPilLJ
I[Pom J[lﬁe accumulahon ol[ qold an(J silver. Najlions Wiﬂ’lOUJ[
mines coul(J ol)fain qold cch silveP onlq l)q se”inq more qoods
than ﬂ]eq Iaouth ][Pom abroad. Accomlinqlq, the leaders ol(
”1059 nations inJ[erenecl exfensive]q in ﬂle maPLef, imposing
fopiﬁs on l[opeiqn qooc]s to restrict impopf fmde, anc] qmnfinq
subsidies to improve exp0PJl pl”OSpQCJ[S for domestic qooch.
Mercanhlism PepPesenJ[ecl the elevajlion ol[ commercial inferests to

the level of national policq.

pPHYsiOoCrAts

Dhqsiocmlls, a group of 18th cenjlurq French philosoplqers,
developed the idea ol[ the economy as a circular ﬂow ol[ income
and oujlpuJ[. Theq opposecl the Mercantilist policq of pPomoJ[inq
trade at the expense of aqr’iculfure because ﬂ]eq believed that
aqPicuHur’e was the sole source of wealth in an economy. As a
reaction aqainsf fhe Mepcanfilisfs’ copious fmc]e Pequlahons, ﬂle
Dhqsiocmfs advocated a policq of Iaissez-l[(]ire, which called for

minimal qoveanenJ[ injlePl[ePence in Hle economy.

cLAssical scHool

The Classical School of economic fheopq laeqan with the
pulalicajlion in 1776 of Adam Smith’s monumental WOI”L, The
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”\Xéall% Ol[ /\/afions”. T|1€ |300|< icJenllil[ied Iand, ICIIDOP, and

capifal as ﬂle ﬂwee l[acfovs ol[ pPocJucfion ancl ”19 major
confril)ufops fo a naiion,s weam]. In Smiﬂl’s view, fhe icleal
economy is a sell[—Pequlafinq maPLeJI sqsfem ”10’[ aufomaiica”q
satisfies the economic needs of the populace. He described the
maPLeJl mechanism as an “invisil)le hand” HﬁaJ[ |eads a”
individuals, in pursuijl of their own Sell[-inJ[ePesfs, fo ppocluce the
quafesjl laenel(if ][OP sociefq as a whole. Smiﬂ] incoppomfecl
some ol[ ﬂle Dl\qsiocmfs’ ic]eas, includinq |aissez—l[c1i1°e, info his
own economic ﬂleopies, loujr Pejecfeel fhe iclea ﬂ]q’[ onlq

aqPicuHure was pPO(JUChVG.

While Adam Smith emplmsized the pPO(JUChOI’] of income,
David Ricardo focused on the distribution of income among

lanc]owneps, wor>|<er>s, ancl capifolisfs. Qicar)clo saw a conﬂicf
between landowners on the one hand and labor and capi’[al on
the other. He posiJ[ecJ that the qPOWH’] of popula’[ion and capijlal,
pressing aqainsf a fixed supplq of |an<J, puslﬁes up rents and
holds down wages and pPol[iJls.

Thomas polaer’[ Mam}us usec] H\e iclea ol( diminishinq returns to
explain |ow |ivinq s’[anc]amls. Dopulahon, Le arqued, Jlenclecl to

increase qeomeJ[Pica”q, ouJIsJ[Pippinq the pPOCIUCJﬁOI’I of {ood,
which increased ar’iﬂlmejﬁca”q. The force of a mpic”q growing
popula’[ion aqainsjl a limited amount of land meant (Jiminishinq
veturns 1o labor.  The PQSUH, he claimec], was clwonico“q low
wages, which pPevenJ[ecI ﬂ]e s’[anclapd ol[ Iivinq l[op mosf ol[ ﬂ]e

popula’lion from rising above the subsistence level.

DIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIID
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he

saw the market system acting as an

>

invisible hand" which leads people fo

Scetland, 1723/1791
The {CIH’IEP D{ modem economics

Adam smith

N

uninienfiona”q ppomofe sociefq
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1730

Decade opens with Peace in Europe
Benjamin Franklin be¢ins Poor Richard’s Almanack in Philadelphia, Pennsyluania

John Kay patents flying shuttle, a major landmark in textile mass production, leading
to textile mills in England

Uoltaire writes lettres sur les Anglais championing democratic ¢ouernment
David Hume creates empiricist philosophy in his Treatise on Human Nature

War of Jenkins’ Ear be¢ins when En¢gland declares war on Spain

17 40

War of the Austrian Succession breaks out among major European powers
War of Jenking’ Ear spreads to Florida and Georgia
Johann Sebastian Bach issues second volume of The Well-Tempered Clavier

The Treaty of Aix-la-Chapelle ends War of the Austrian Succession. Major powers
a¢ain at peace in Europe

David Hartley writes Obseruvations on Man, ar¢uing that one’s moral sense
is derived from an association of ideas

1750

Interest on Britain’s national debt falls from 107 to 32

Denis Diderot and Jean d’Alembert be¢in publishing Encyclopedia

Ben Franklin flies kite with key prouing that lightning is like an electric spark
Samuel Johnson publishes Dictionary of the English language.

Economist Francois Quesnay founds the Physiocrats, who aduocate laissez-faire
economic policies

Claude-Adrien Heluetius publishes De’l’esprit, ar¢uing that self-interest is the primary
motive of human conduct

1760

Seuen Years’ War ends with the Treaty of Paris and the Treaty of Hubertusberg

J. J. Rousseau publishes The Social Contract, arguing that ¢ouernment must rest on
the consent of the ¢ouverned

Joseph Priestley issues an Essay on First Principles of Gouvernment, anticipating
Jeremy Bentham’s ideal of ¢reatest happiness for the ¢reatest number

Boycott of imports begins in Boston to oppose tax on lead, paint, paper and tea

DIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIID
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1770

Boston Tea Party protests tea tax in America after its repeal in England

First Continental Congress meets in Philadelphia and writes a Declaration of Rights
and Grievances

Revolutionary War begins in Concord, Massachusetts
Continental Congress on July Y, 1776 adopts the Declaration of Independence

Adam Smith writes Inquiry Into the Nature and Causes of the Wealth of Nations

1780

Reuolutionary troops defeat British at Yorktown, Uir¢inia, to ¢ain independence
Immanuel Kant publishes Critique of Pure Reason

Britain, USA, France and Spain si¢gn the Treaty of Uersailles reco¢nizing the
independence of the United States of America

First paddle wheel steamboat sails on the Saone River, France
U.S. Constitution signed in Philadelphia, Pennsyluania, and ratified within a year

French Revolution begins in 1789 with the storming of the Bastille prison

17900

Dollar becomes the currency unit of the USA

Eli Whitney invents the cotton ¢in

Thomas Paine writes The Age of Reaso

Napoleonic Wars rage throughout Europe following the end of the French Reuvolution
British Government introduces income tax

Thomas Malthus completes Essay on the Principle of Population

1600

Napoleonic Code, a system of laws, is introduced in France

USA buys Louisiana Territory from France

Jean-Baptiste Say writes Treatise on Political Economy

lewis and Clark expedition explores and maps western continental USA

ludwi¢ von Beethouen publishes 5th and bth symphonies

1810

Spain’s South American colonies stru¢gle to ¢ain independence

Walter Scott publishes Waverley be¢inning popularity of historical romance nouvel

DIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIID
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ddavid ricdardo -

Fngland, 1772/1823
HiS ﬂﬁQOPlJ il’l(]i |an<J|0r’<Js enrichecl fl’lemselves Gi iI’IQ expense

of socieiq led him to campaign fipelesslq in Parliament and
in print for free trade. ng

tHomas malthuf
England, 1766/1834

A Classical economist, he startled eaplq
19th cenfupq sociefq with his pessimisfic

predicfion ﬂmf poeglgﬁen qrowfh would

supply; co:&b'r_n_ninq mankind
AL e

'}'-'-:-'-’ eXEGQCI ](DOCI

fo misery.

Fesd
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MCIHI’]US also quesfioned ﬂle automatic JIendenc:q ol[ a maPLeJI
economy fo proc]uce l[u” emploqmenf. He Iolamecl
unemploqmenf upon ”19 economq’s J[enclencq fo |imif its

spenc]inq Ijq saving too much, a ﬂ]eme ”10’[ |aq l(opqoﬁen unfil
JO|1I’I Maqnarcl Keqnes Pevivecl it in J[|1e 1930s.

Cominq at J[lﬂe encl ol[ ﬂle Classical llPadiJ[ion, John SfuaPJ[ MI”
pcm’[ec] company with the earlier classical economists on the
inevifaloilifq ol[ ﬂ]e c]is’lpiljufion ol( income pPocJucecl laq ”19
mopkef sqsfem. MI” poinfe@l fo a (:Iisfincf Gliﬁerence Iaejlween ”19

maPLeJ[’s fwo Poles: a”ocahon ol[ resources and disjlril)ujlion ol[
income. The maPLeJl miqlﬁ Ee eﬁicienf in a”ocahnq resources
|3uJI nol in (JisJ[Pil)ujlinq income, |1€ WPoJle, mal<inq it necessary ][OI”

sociefg fo infervene.
MArgiNAList scHool

Classical economists theorized that prices are defermined IDLJ the
costs of producjﬁon. Maninalisf economists emplmsized that
prices also depenc] upon ﬂle |eve| ol[ c]emcch, which in furn
c]epenc]s upon the amount of consumer safisfaction pPovic]ec] Ijq

inchvicJucll qooch an@l services.

Mar’qinalisjls pPOVi(JG(J modern macroeconomics with the basic
anaquic J[ools ol[ demanc] ancJ supplq, consumer uJIiliJ[q, and a
ma’[hema’[ical l[mmewor)L l(op using fhose JIools. Mapqinalisfs
also sl\owed ﬂmf in a I[Pee maPLef economy, ﬂle l[acfops ol(

pPodch[ion - Iancl, |<:|Iaor>, ancl CCIpiJ[Cll -- receive refurns €C|UCI| fo

DIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIID
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57 JOHN studrt m
England, 1806/1873

Classical School,
doctrine that sociely could not alfer the

The last of the great economists of the

Ile denied fhe

exisiinq disir’ilaufion 0{ income.
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1810 (continued)
British invade USA and burn Washington, DC, in War of 1812. Treaty of Ghent
ends war

Wellington defeats Napoleon at Waterloo. Napoleonic Wars end with the Congress
of Uienna deciding the future map of Europe

David Ricardo publishes Principles of Political Economy and Taxation

1620

Thomas Robert Malthus publishes Principles of Political Economy
Michael Faraday deuelops primitive electric motor

The Monroe Doctrine expresses USA’s opposition to extension of European influence
in the Western hemisphere

Erie Canal is opened for shipping
Webster publishes American Dictionary of the English language
Western Australia colonized by British

The Workingman’s Party formed in New York

1630

The Baltimore and Ohio becomes first railroad in USA

Louis Jacques Daguerre inuents the first practical photographic process
Cyrus McCormick patents a mechanical reaper

Samuel Colt patents his revoluer

Samuel Morse deuelops telegraph and Morse Code for sending and receiving
messages

lsaac Pitman develops a system of shorthand writing

Uictoria becomes Queen of England

1040

John Stuart Mill publishes Principles of Political Economy

Potato crop failure in Europe causes an estimated 2.5 million to starue

Gold is discouered in California

Factory Act in Britain limits the working day of women and children to 10 hours
Series of republican revolutions in Europe end in failure and repression

KRarl Marx and Friedrich Engels publish Communist Manifesto

John Deere inuents plow with a steel mold-board

Amelia Bloomer introduces trousers for women called Bloomers

DIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIID
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their contributions fo pPOCIUChOH. This pPinciple was somelimes
use@l fo jusfil(q fhe exisfinq c]isfril)ufion ol( income: ﬂlcﬂ people
eamec] exacﬂq whai fheq or fheip pPopePfq confpiljufecl fo

producfion.
MATrXist scHool

The Marxisf School cha”enqecl ”19 l[oundajrions ol[ Classical
ﬂIQOPLj. \X/Pihnq <:Iur>inq ﬂ]e mid—]gfh cenfum,], KCIPI Mapx saw
cclpijfalism as an evolujﬁonar’q phase in economic Aevelopmenf.

He believed that capijlalism would uIJIimaJIelq cJesJIPoq itself and be
succeeded l)q a world without privale property.

Al’l ClCIVOCC]{Q O{ a |Cll)OP H"lQOPl:] O]( \/CIIUQ, MC]PX l)QliQVQCI ﬂ]C]i Cl”

pPocJucfion Iaelonqs to labor because workers pPocJuce all value
within socieiq. He believed that the market sqsfem allows
capifclisjls, the owners of maclﬁinerq and l[acJ[orJies, to exploijl
workers Iaq denqinq them a fair share of what Jllqeq pr’oduce.
Marx pPediched that capijlalism would pPocluce growing misery
for workers as compe’lifion for prol[ijr led capifolisfs fo ac]op’[

|aljor°-savinq machinepq, CPeafinq a “PQSQP\/Q army ol[ ﬂle
bl
unemploqe@l wl]o woulc] evenfua”q rise up ancJ seize ﬂle means

of pPOCIUChOH.

DIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIID
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RemManR

karl mdrx

1818/1883

nie”edual fGiI’leP 0{ modepn

Ger’manq,

he
predicted that capifalism would

Marxisf economics,

Cl(]lJ

desfr’oqec] l:zq its
own inherenf confmdidions.

l::e u“imal‘elq
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18650

Old-A¢e insurance introduced in France

Harriet Beecher Stowe publishes Uncle Tom’s Cabin

Elisha Otis demonstrates safety elevator at New York Fair of 1854

Florence Nightingale pioneers modern nursing during the Crimean War

Henry Bessemer revolutionizes steel industry with neuws conuerter process

Charles Darusin publishes On the Origin of the Species by means of Natural Selection

First oil well in USA is drilled in Titusville, Pennsyluania

1660

Civil War begins at Fort Sumter, South Carolina

lssuance of Greenbacks to help finance the Civil War marks the be¢inning of modern
currency in USA

Etienne Llenoir invents internal combustion engine in France

National Banking Act establishes a system of federally-chartered banks in the USA
Civil War ends when South surrenders at Appomattox Courthouse, Virginia

Rarl Marx be¢ins writing Das Kapital

Alfred Nobel invents dynamite

Union Pacific and Central Pacific railroads meet in Utah

1670

The Standard Oil Company is founded by John D. Rockefeller

City of Chicago destroyed by fire

Germany adopts the mark as its currency

Financial panic in Europe spreads to USA, causing withdrawal of forei¢gn capital
Alexander Graham Bell invents telephone

Thomas Alua Edison invents the phonograph and electric light bulb

1680

American Federation of Trades and Labor is founded
William LeBaron Jenney builds first skyscraper in Chicago, Ulinois
France presents the Statue of Liberty to the USA

Louis Pasteur successfully uses vaccination against rabies

DIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIID
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iNStitutioNaList scHool

Institutionalist economists PQCJCIPC' individual economic behavior as
papf ol( a |c|r>qel° social paﬁem inﬂuenced Ijq current ways ol[
|ivinq (]I’lCl mocles o{ Hﬁouqm. Theq Pejecjled J[|1(2 narrow
Classical view that people are pPimaPin mofivated l)q economic
sell-inferest. Opposinq the laissez-faire atlitude towards
qovepnmenjl’s role in the economy, the Institutionalists called l[or
qovemmen’l controls and social Pel(opm to IaPinq about a more

equal c]isfPil)ufion ol( income.
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AV,AV VM/VN> England, 1842/1924 ]Wm

He demonstrated the tremendous o

theoretical power of demand and supplq tHOUtPIN VebLPN
curves, and Eequeaihed fo economics United SiGiES, ]857/]929
the crifical distinclion befween the short One of the |eadinq Institution-
= pun and the |an alisfs, he is best remembered
{or’ his lllworq ol[

n .
conspicuous

LeoN wadlraf
France, 1834/1910
He Pevolufionized economics

wiﬂl |1is rigorous maﬂlemaii-

cal {ormulofion o{ ”]E

=

mechanics of

the price .
"\ consumption

f : = 3 / 2
system. > : = ) / ‘ which PGPodied
Y5 N } \ . the ostentation of
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1880 (continued)
Heinrich Hertz identifies radio waues

Gottlieb Daimler builds first automobile

Eiffel Tower is built in Paris for World Exposition of 1889

1600

Labor unrest erupts in USA when workers strike the Carnegie Steel Company

Alfred Marshall publishes Principles of Economics

The Sierra Club is founded by John Muir

Sigmund Freud establishes psychoanalysis with publishing of Studien uber Hysterie
Wilhelm Conrad Ront¢en discouers X-rays

U.5. Congress enacts Income Tax Act, but Supreme Court declares it unconstitutional

Henry Ford produces his first automobile

1000

Guglielmo Marconi transmits messages across Atlantic with wireless telegraph
Orville and Wilbur Wright make first heauvier-than-air machine flight

Albert Einstein publishes Theory of Relativity

Earthquake and fire destroy much of San Francisco

Financial panic in 1907 be¢ins with the fall of the stock market and causes many
banks to ¢lose

Gold Standard Act enacted in USA

Payne-Aldrich Tariff Act raises tariffs on imports into USA

1010

Marie Curie discouers radium

Federal Reserue Act creates central bank for the USA

Assassination of Austria’s Archduke Francis Ferdinand brings about World War 1
Gilbert Lewis develops electron theory of valency explaining structure of atoms
Revolution ouerthrows monarchy in Russia

Paris Peace Conference redrauws map of turope after World War 1 and establishes the
league of Nations

DIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIID
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keyNesiaN scHool

peac’linq to ﬂle SEVQPiJ[L] ol[ ﬂle wopldwide c]epr’ession, John

Maqnapcl Keqnes in 1936 IDPOLQ I(Pom ﬂ]e Classical fmc]ifion
with the publicahon of the "General Tkeom/ of Emp/oqmenf,
Inferesf, anJ Moneq”. The Clossical view assumed Hmjl in a

recession, wages and prices woulcl clecline fo restore l(u”
emploqmen’l. Keqnes l]elcl ﬂm’[ fhe opposi’[e was true. Fa”inq
prices ancl wages, Ijq c]epressinq people’s incomes, wouch
pPevenf a vevival of spenc]inq. He insisted that direct
qovepnmenf infervention was necessary to increase tofal
spenclinq.

’ anumenJ[s pPO\/QCI fhe moclePn POhOI’]CIIQ {OP ﬂ’le use O{

Keqnes
qovemmenj[ spenc]inq cm@l foxinq to sjlaloilize ”19 economy.
Gover’nmenf would spencl and decrease faxes when pPivafe
spenclinq was insufficient and threatened a recession; if would
reduce spenchnq and increase taxes when pPivaJle spendinq was
foo quaJ[ and J[lﬁr’eajiened inﬂa’[ion. His analth I[Pamework,
l[ocusinq on ﬂ]e {acfor’s ﬂmjl c]efepmine fojfal spendinq, remains

ﬂ]e core O{ mocJePn macroeconomic C]I’lC]llJSiS.

DIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIID
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TRANSISTOR CASE

POSITIVE WIRE

BASE WIRE

NEGATIVE WIRE

0 irviNg fifHer
" joHN M%PYNPI United Stales, 1867/1947

Enqland, ]883/]946 His wor*l( on money and
prices, with ifs sophisticated

His ideas on the causes of unemploq-
o, use of statistical
ment Pevolufionized macroeco- e
) L= \ fechniques
nomic H’]EOPLJ and pr’ofoundlq /r\,’, z \ ) s
é%;/fff AN provided the

G“QPGCJ qovernmenfls involve-
ANA basis for recent
N

ment in the economy.

1Y theoretical work
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1020

Women in USA receive the right to vote

Prohibition be¢ins in the USA as sale of all alcoholic beverages becomes illegal
Germany suffers financial collapse as hyperinflation destroys value of mark
LL.S. Steel Company abolishes twelue-hour work day and seven-day work week
Alexander Fleming discouvers penicillin

Charles Lindber¢h makes first solo airplane flight across the Atlantic

Collapse of stock market ushers in decade of economic hardship

1030

Worldwide Depression worsens, fostering the rise of political extremists
Hawley-Smoot Tariff Bill sets highest duties in US history, hurting world trade
James Chadwick discouers the neutron; Carl Anderson discouers the positron
U.S. repeals Prohibition

President Franklin Rooseuelt begins New Deal ¢ouernment spending programs
Adolf Hitler becomes Chancellor of Germany

Wallace Carothers produces Polymer 66, or nylon

Germany invades Poland, starting World War 1

1040

Japanese bomb Pearl Harbor and USA enters war a¢ainst Japan, Germany and ltaly
By 1944 war ra¢es throughout the world

“D Day” offensive by USA, Britain and allies changes course of war in Europe
Germany surrenders in May 1945

USA drops atomic bombs on Hiroshima and Nagasaki; Japanese surrender

The United Nations is formed

John Bardeen, Walter Brattain, and William Shockley inuent the transistor

Communists ¢ain power in China

1050

Cold War between USA and Russia develops as Russia builds an atomic bomb

Korean War breaks out as North Korea invades south Korea, war ends in 1953

DIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIID
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SJUMMAYY

Economic J[heories are cons’[anlllq chanqinq. Keqnesion ﬂ]eopq,
with its emphasis on aclivist qovemmenjl policies to pPomoJIe hiqh
emploqmenf, dominated economic policqmaldnq in the ecwlq posl-
war period. Buf, SJ[GI”J[iI’]q in J[he Iafe ]9605, J[Poulalinq inﬂcujlion
and Icuqqinq pPocJch[iviqu prodcled economists to look for new

solu’[ions. FPom JIhis seclr)ch, new HlQOPiQS emevqec]:

Monetarism upc]ajles the Quanjliij Theorq, the basis for

macroeconomic onculqsis Iae](or)e Keqnes. IJI Peemphasizes fhe

crifical PO|€ ol[ monefcwq CJPOWH'I in clefer)mininq inﬂa’[ion.

[Rational Expecjlajlions Theopq pPovicles a conjlempompq rationale
I[OP the pPe—Keqnesian tradition ol[ limited qovemmenjl involvement
in the economy. It arques that the market’s al)ilijlq to anjlicipcljle

qoveanenJ[ po|icq actions limits their effectiveness.

Supplq—side Economics Peca”s fl‘le Classical School’s concern
with economic qPOWﬂl as a fundamental prerequisile for
improving socie’lq,s material we”—l)einq. It emphasizes the need
l[op incentives o save anc| invest il[ the naJ[ion,s economy is to

grow.

These fheopies cund oﬂ]er’s wi” Iae (Jelaafed cch J[esfed. Some wi”

l)e accepfed, some mochl(iecL ancJ OHIQPS PejQCJIGCJ as we seapch fo
answer these basic economic quesjlions: How do we decide what
to pPoc|uce with our limited resources? How do we ensure stable

pPiCQS cch l(u” emploqmenf O{ PQSOLIPCGS? HOW AO we pPovicle a

rising SJ[GnCIOPd ol[ |ivinq ljofh {OP now cmd fl‘le l(ufure?
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1950 (continued)
Electricity produced by atomic pouser in USA

James Watson and Francis H. C. Crick describe the “double helix” structure of DNA
UNWAC is first mass-produced computer

Jonas Salk deuelops anti-polio vaccine

Russia launches Sputnik 1, the Earth’s first spacecraft

U.S. Supreme Court orders desegregation of public schools

1060

Russia launches first man into space

President Kennedy establishes Peace Corps to assist underdeuveloped countries
Rachel Carson writes Silent 5pring marking concern with environmental pollution
Martin Luther King leads massive civil rights demonstration in Washington, D.C.
President Kennedy is assassinated in Dallas, Texas

Uietnam War intensifies as USA begins massive military buildup; anti-uwar mouvement
be¢ins on college campuses

lsrael defeats Arab forces in Six-Day War

USA lands astronauts on the moon

19070

Equal Rights Amendment to US Constitution passes Congress but fails to be ratified by
the necessary number of states

President Nixon resigns in the wake of the Water¢ate scandal

Following sraeli-Arab War in 1973, oil-producing countries double oil prices causing
energy <risis and economic hardship

Uietnam War ends as South Uietnam surrenders and USA evacuates troops

E¢ypt and Urael sign historic peace accord

1000

Personal computers change the way businesses do business
Enuvironmental issues become a major concern for most Americans

ADS, a disease destroying the human immune system, becomes pandemic
U.S. sees rise of the largest federal budget deficit in history

Free market emphasized; deregulation of airlines and StL’s; stock market boom

DIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIID
2



The information in this pul)licafion

was laken from tHe World
Of @CONOMICS, a unique
exhilaifion on economics and ﬂle
US economy |oca’[ec| in J[I1€
Io[)l)ies ol[ the Fedeml peser’ve
ch|< ol[ Scm ancisco an(J its Los
Anqeles anch.

Editor: Karen Flamme; Designer: Mark Hendricks; Ulustrator: Dick Oden.

DIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIID
23



Public Information Department
Federal Reserue Bank of San Francisco
P.0. Box 7702
Mail Stop #¥620
San Francisco, CA 94120-9990

(415) 97Y4-2163

DIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIIDIIIID





