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OT aBTOpPOB

JlaHHas1 paboTa mpeCcTaBiisieT co00l COOPHHUK TEKCTOB HA aHTJIMHACKOM $I3bIKE, KOTOPbIE 00b-
eIMHSIeT OJIHa 00JIacTh 3HAHWI — SKOHOMUKA. Bollieqime B Hero Mateprasibl B3SIThl B TOM YHUCTIE U3
OPUTMHAJIBHBIX aHIJIOSI3BIYHBIX OTKPBITHIX UHTEPHET-UCTOUHUKOB, U UX TEMaTHKa CBSA3aHA C Pa3ny-
HBIMM aciteKTaMu S5koHoMuKH CIITA.

,HJ'IH y,IlO6CTBa TEKCTBI CIPYHIIUPOBAHBI 11O CIICAYIOIINUM pa3felaM: MaKPO3KOHOMMUKA, 6YXF8.JI—
TepCKI/IfI yY4€T, UHBECTULIUU U OaHKOBCKOE AEJI0, KOMMEPUYCCKUE KOHTPAKTHI. STO MO3BOJISET MOJIb-
30BaTcIAM BbI6I/IpaTL HWHTEPECYIOIIYIO UX TEMATUKY TEKCTOB.

HpennaraeMbH?’I C60pHI/IK TEKCTOB MOKET CIIYKUTb MOCOOHUEM IO COBEPHICHCTBOBAHUIO aHIINIA-
CKOrI'O A3bIKA. ,HJ'IH 3TOU LEJIN TTOCJIE HEKOTOPBIX TEKCTOB CICAYIOT aBTOPCKUE YIIPAKHECHU S Ha 3aKPEII-
JICHUEC MPEAJIara€MbIX MaTEpPUAJIOB, a4 TAKIKE NNIEPEYCHD MOJIE3HBIX CJIOB U Bpra)KCHHIZ, KOTOPBIC MOJKHO
HCIIOJIb30BaTh B CBOEH HOBCC,HHCBHOfI JeATeIbHOCTU. BKIIIOUeHHbIE B rnocooue YHpaXHEHU A, U0~
CTpalliu U I10CCapur NIpEAHA3HAYCHBI IJId JIYYIICTO MOHUMAaHUA ITPOYUTAHHOT'O, 3aKPEIJICHUA JICK-
CUYCCKOIo Mareprajia 1 TCpMUHOJIOTUH, a TAKKE [JI paCIIUPEHUA CJIOBAPHOI'O 34dllaCa yJalluxcs €
HEJIbI0 TPAKTUYECKOT'O MTPUMCHEHHW A TTOJTYUCHHDBIX 3HAHWH Ha ITPAKTHUKE.

ITocobue NpeaHa3HAYCHO IS PA3JIMYHBIX KaTel"OpI/Iﬁ JIML, U3y4Yaroux AHNIMACKUI A3BIK, B
TOM YUCJIE NJIA CTYACHTOB 9KOHOMUYCCKUX BY3o0B Bcex CHCLII/IaHbHOCTCfI, IJIsL CTYACHTOB JIMHI'BU-
CTUYECKHUX BY3OB, B YaCTHOCTH IIEPEBOJUYECKUX (pal(yaneTOB, IJIA ClIENUAJIMCTOB-9KOHOMMUMCTOB, a
TaKXKE I BCEX JIUL, KEJIAIINX COBEPIICHCTBOBATb CBOU 3HAHUSA AHIJIMACKOTO SI3bIKa B 00JacTH
9KOHOMUKMU, OCO6CHHO, €CJIM TUNIaHUPYETCA IPUMEHCHUE ITUX 3HAHWH B pa60Te 3a py6e>1<0M nJIn B
COTPYAHNYIECTBE C MHOCTPAHHbIMU KOMITAHUSAMMU.

OtaenbHO XOTenoch Obl BBLIENUTH paszien B: Accounting, rie 4acTh TEKCTOB MPOCTHIM M
JOCTYITHBIM 151 JIIOOOTO YuTaTessl I3bIKOM OOBSICHSIIOT OCHOBHBIE 11€J1U, MIOHSITUSI 1 UHCTPYMEHTBI
OyxyueTa, KOTOpble Ha MIEpBOM 3STarle Ype3BbIYaiiHO CJIOKHBI U HETIOHSTHBI JIIOJISIM, HE CBSI3aHHBIM C
MPAKTUKON OyXy4€Ta WM TOJIBKO HAUYMHAIOIIUM €T0 U3y4aTh.

B paznen D: Sales Contracts BKJIIOUEHBI B TOM YKCIIe 0Opa3iibl JEHCTBYIOIINX I UCTIONHEH-
HBIX KOHTPAKTOB OEJIOPYCCKUX MPEINPUATHI CO BCEMU NpUIokeHUsIMU. [1ouTr Beerna ux mepeBoj
Ha aHIJIMICKUI SI3bIK BBITIONHSIN caMu Oestopycckue npeanpusitusi. K coxaneHuio, KayecTBO 3TUX
MEPEeBOIOB OCTABJISIET JKeJaTh JIyuIliero. B qaHHbI COOPHUK OHUM BKJIIOUEHBI B KAYECTBE MPUMEPHOTO
KOHTpakTa. JKenarolye MOryT MOMBITATHCS UX OTKOPPEKTUPOBATh U UCMIOIb30BaTh KakK 1Ia0IOH MpH-
MEHUTENIBHO K Criel(pUKe CBOMX MPEANPUATHIA U OPraHUu3aIHil.

CocraBurenm JaHHOI'O C60pHI/IKa ABJIAKOTCA aBTOpaMM TOJIBKO HNPEAJIOKEHHBIX B pa3aeiie A:
Macroeconomics ynpa)KHeHHfI. ABTOpr/I/ICTO‘IHI/IKI/I TEKCTOB YKa3aHbI B HaLIaJ'IC/KOHLIC TEKCTOB, B
CITHCKE MCIIOIb30BAHHON JIMTEPATYPBI, a4 TAKKE B TUIICPCChIIKAX.
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A: Macroeconomics

Text 1. International commerce:
From the Civil War to the Present

In 1866 America was a net importer of merchandise, as it had been in most years before the
Civil War. During the war, tariffs had risen, and the depreciation of the dollar had offered an added
barrier to imports. On the other hand, America’s major export, raw cotton, had fallen off dramatically.

The tariffs imposed during the Civil War were retained, and throughout the late nineteenth and
into the twentieth century (to 1913), the pattern was one of still higher duties. Behind a tariff wall,
American industry flourished. Goods formerly imported were now made in America, and imports
changed from manufactured goods to the raw materials needed to make them (such imports typically
came in duty-free). Tariffs notwithstanding, total imports rose as the American population grew and
demand increased.

In the aftermath of the Civil War, raw cotton resumed its traditional role as America’s largest
export good (from 1803 to 1937, the Civil War and two other years excluded, unmanufactured
cotton was America’s largest merchandise export). The country was also an important exporter of
grain and mineral products. Yet, what most characterized the growth of American exports in the
late nineteenth and early twentieth centuries was the rise of manufactured goods exports: refined
petroleum, machinery, and other manufactured goods. Some exports were goods that had previously
been imported, but usually they were mass-produced products made by methods not yet used abroad
(such products included sewing machines, harvesters, and then, automobiles). Exports increased
rapidly as American goods became highly competitive in world markets.

Indeed, as imports rose, exports rose even faster with the consequence that (at first sporadically
and then consistently after 1889) exports always exceeded imports until 1971. When the balance of
trade remained consistently positive, Americans gradually recognized that a high tariff policy was
no longer necessary or even desirable. In 1913, with traditionally low-tariff Democrats in control
of Congress, the Underwood Tariff lowered duties substantially. International commerce expanded
faster in the late nineteenth and early twentieth centuries than did worldwide output, the gold standard
aiding in the growth.

American exports soared in the aftermath of World War I, as Europe depended on the United
States for aid in recovery. In 1919 U.S. exports reached a level that would not be exceeded until
1943. There was another change of importance. Most U.S. trade had been financed before the
war with sterling acceptances (credits denominated in pounds sterling). During World War I, dollar
acceptances came into use. This meant Americans were financing their own trade. A third change
was that with Republicans in power in the 1920s, the notion of reduced protectionism floundered
(in 1922, the Fordney-McCumber Tariff raised duties, especially to protect new «infant» industries
such as chemicals). When, after the 1929 crash, Congress was trying to deal with the downturn, it
was easy to blame imports, and the 1930 Smoot-Hawley Tariff was exceptionally high.

In the 1920s, country after country that had abandoned the gold standard during World War I
had sought to restore it, but the restoration proved temporary. In 1929-1933 world output declined;
countries devalued their currencies to encourage exports, yet world trade plummeted. The 1930
Smoot-Hawley Tariff provoked retaliation: it reduced American imports, but owing to new foreign
duties on U.S. products, American exports fell faster. In the 1930s, new barriers to U.S. exports
proliferated — not only foreign tariffs but exchange controls, quotas, and a whole range of other
impediments to trade. Currencies fluctuated against one another, creating unpredictable conditions.
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In 1933 the United States devalued the dollar and in 1934 attempted to spur exports with reciprocal
trade legislation. But by then the world economy was in such disarray that these efforts did little good.
In the second half of 1940 the United States, in response to Japanese militarism, started to restrict
U.S. exports to Japan and in August 1941 sharply curtailed the flow of crude oil and gasoline to that
country. Many believe that these trade sanctions provoked the Japanese attack on Pearl Harbor.

World War II requirements revived international trade and, specifically, American exports. In
the aftermath of that war, America emerged as the world’s economic leader, dedicated to developing
a world of greater and freer trade. Its exports exceeded imports, because its goods were highly
competitive in world markets. America was strong and physically unimpaired by the war; other
industrial countries were in ruins. The United States was committed to lead and to shape a postwar
world where trade could serve as a generator of economic growth. The United States was active
in the formation of the International Monetary Fund, designed to provide a basis for the return to
stable currency rates and to facilitate international payments; international trade could not resume
if there were not adequate payment mechanisms. Likewise, the United States participated in the
General Agreement on Tariffs and Trade (gatt), to assist countries in eliminating the then ubiquitous
obstructions to international commerce. The Marshall Plan assisted both European recovery and
American exports to Europe.

In 1962 Congress passed a major trade law, and the United States sharply lowered its tariffs. The
United States as the world’s leader believed that it had little to fear from imports and everything to gain
from demonstrating its dedication to freer trade. The nation continued to participate in gatt, and the
Kennedy round of trade negotiations (completed in 1967) was particularly successful in encouraging
worldwide tariff reductions.

Yet as trade barriers fell in the 1960s, America began to experience balance of payments
deficits; goods exports still exceeded goods imports (the trade balance), but the net exports did not
offset U.S. foreign aid, military expenditures abroad, and large foreign investments. In 1971, when it
appeared that America would have its first twentieth-century trade deficit, President Nixon devalued
the dollar. After 1973, worldwide currencies floated. Consistently, American imports began to exceed
exports, and the country was now importing a wide range of manufactured products. For the first
time in its history, on a mass market basis, Americans were buying foreign cars, foreign hi-fi sets,
and foreign steel. And the nation’s dependence on high-cost oil imports made the trade deficit even
worse. By the 1980s there were few product categories where American exports exceeded imports
(these exports included wheat, chemicals, aircraft, and parts).

Most economists thought the fluctuating dollar would in time eliminate the trade deficit (as the
American dollar fell, U.S. exports would become cheaper and thus more competitive; more costly
imports would be reduced). The trade deficits, however, continued, and the dollar fluctuated wildly.
Finally in the 1980s many economists recognized that floating exchange rates were not the answer,
but attempts at currency stabilization proved difficult. Foreign markets for American agricultural
products had been lost in periods of the strong dollar and were hard to recapture. As U.S. imports
of manufactured goods increased, numerous discussions focused on America’s competitive position.
Demands mounted for protectionism — to save jobs. The 1988 Omnibus Trade and Competitiveness
Act allowed the president to impose sanctions on individual nations that engaged in unfair trade
practices.

In the 1970s and 1980s, Americans groped for ways to become more competitive in the world
economy and, in turn, to deal with the persistent excess of goods imports over exports. The continuing
trade imbalance, particularly with Japan, spurred controversy. Was it the fault of Americans: low
productivity increases, absence of goods desired abroad, lack of attention to exports? Was it that the
dollar had not declined sufficiently to make U.S. goods attractive to foreign buyers? Or, was it that
America’s trading partners acted in ways that were prejudicial to U.S. exports? Perhaps it was all of
these. Clearly, however, American producers and consumers chose to buy imports, often preferring
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goods made abroad to those manufactured at home. The rise of imports relative to exports was critical
to the trade deficit.

Mira Wilkins

EXERCISES

Exercise 1. Say if each of the following statements is true or not.
1. In the 19" century America was a net exporter of merchandise.

2. In the early 20t century America imported grain and mineral products.
3. U.S. exports increased after WWI and WWIL.

Exercise 2. Answer the questions.

1. How did high tariffs and duties influence American economy in the late 19 century?
2. When did the U.S. exports reach the highest level?

3. How can you describe world economy in 1920s through 1930s?

4. How did WWII influence international trade?

5. In what way did the U.S. promote international trade?

6. How did the fall of trade barriers influence the U.S. economy?

Exercise 3

1. How do you understand the term «net importer»?

2. Are high tariffs and duties beneficial to a country’s economy?

3. Under what circumstances would you recommend to introduce trade barriers in your
countries?

Exercise 4. Translate into English.

1. I'maBHOM cTaTber IKCIOPTA ITOU CTPAHBI ABJISETCA XJIOMOK-Chipew. 2. i 3aluThl BHYT-
PEHHEro phIHKa OB BBEJEHBI BHICOKME Tapu(bl U TaMOXKEHHbIE monuiHbL. 3. Hanbomee xapakrep-
HBIM JIJIS1 pOCTa aMEPUKAHCKOTO 9KCMOPTa ObUT POCT KCIOPTA MPOMBIIUIEHHBIX TOBApoOB. 4. DKc-
MIOPT BCET/a MPEBBIIIA UMIIOPT, ¥ BHEITHETOPTOBBIi OAIlaHC BCETAa OCTaBAJICS MOTOKUTEIBHBIM. 5.
BonbIIMHCTBO 9KOHOMUCTOB MOJIarajio, 4To MJIaBAOIIMI Kype Jo/1apa coO BPEMEHEM JIMKBUAUPYET
BHELIHETOProBblil iepuiut. 6. [I151 SKOHOMHMKM CTpaHbl ObLIM XapaKTepHbl HU3KHME TEMIIbI pPOCTa
IIPOU3BOIUTEILHOCTH, OTCYTCTBUE TOBAPOB, MOJIB3YIOIIMXCS CIIPOCOM 32 IPaHULIEN, U HEJOCTAaTOYHOE
BHUMaHME K 9KCIIOPTY.
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Text 2. Government and the economy

In the relationship between government and the economy, ideas influence policies and policies
shape outcomes. This three-way connection is sometimes direct, sometimes tenuous, sometimes
perverse. Of the three elements, the easiest to evaluate historically is outcomes. By almost any
measure, the American economy is the most successful the world has ever known. Even in colonial
times the standard of living was generally better in America, at least for whites, than in Europe or Asia.
In the decades following the American Revolution, economic growth remained high and remarkably
steady. By the end of the nineteenth century, the United States surpassed all other countries in both
agricultural and industrial output.

For most of the twentieth century, gross national product per capita has remained higher in the
United States than in any other country, with the occasional exception of small advanced economies
such as Switzerland and Denmark or oil-rich nations such as Kuwait. Only in the 1980s was the
United States overtaken by countries such as West Germany and Japan, and even then only by the
measurement of gnp per capita at exchange rates favorable to the deutsche mark and yen. By any
other index of quality of life, the American standard of living was still the highest in the world.

If this outcome of unique affluence is clear, the ideas and policies behind it remain open
to interpretation. How much did American economic success derive from laissez-faire ideas and
policies, how much from governmental intervention? How much did it stem from neither of these but
from the simple fact of a wealthy, isolated, and sparsely inhabited continent ready for exploitation?
Assuming, for the sake of argument, that the early policies can be characterized as laissez-faire, then
how much of the letting alone originated in the reasoning of Adam Smith and Thomas Jefferson, how
much in the practical impossibility of effective public administration over a far-flung country?

In tracing the ideas behind American economic policies, the colonial period is the proper
starting place. As the historian Carl Degler once remarked, «Capitalism came in the first ships.»
The English settlers of North America brought with them clear convictions about the nature of
sovereignty and the rights of property. These ideas, and the resulting policies, then interacted with
the circumstances of a rich and underpopulated continent to set the context of economic activity.

During most of the colonial period, the hand of government lay lightly on the economy. This
was true even allowing for such exceptions as the harshness of Puritan rule in early New England, the
heavy taxation of Chesapeake tobacco by the English Crown, and the odious institution of slavery.
When the colonists did revolt in 1775, it was in large measure against Britain’s new revenue policies
of the 1760s and 1770s, which conveyed to American shores a fresh corps of administrative officials.
This new regime brought taxation without representation, together with other violations of the «rights
of Englishmen.»

The intellectual contours of the American Revolution suggest that the United States was
born in a broad outburst of anti-authoritarianism that transcended any temporary disaffection from
George III, the British monarch. This anti-authoritarianism is plainly reflected in the texts of
contemporary documents: the scores of revolutionary pamphlets calling upon Americans to throw
off the British yoke, the Declaration of Independence, the Constitution, the Federalist Papers, and
the Bill of Rights. All of these late-eighteenth-century documents express the deep-seated aversion
to absolute authority, the hostility to centralized power in which the Union was born. Even though the
Constitution seemed to many revolutionaries to imply an unduly centralized government, it still vested
ultimate sovereignty in «the people» and divided governmental power among three branches, each
possessing the power to check the other two. In still another balancing act, the federal government
as a whole both checked and was checked by state governments. As Charles Evans Hughes once
remarked, the Founding Fathers had designed «the most successful contrivance the world has ever
known for preventing things from being done.»
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Given these institutional limitations on authority, can it be said that the government of
the United States historically followed a policy of laissez-faire? Perhaps, but only as measured
against Soviet-style command economies or the statist developmental policies of Napoleonic France,
Bismarckian Germany, or Meiji Japan. Compared with liberal regimes such as that of Victorian
Britain, the American government violated laissez-faire as often as it practiced it.

Broadly speaking, both federal and state governments were active in the economic sphere
during the first half of the nineteenth century, passive in the second half, and then active again
throughout the twentieth century. In the first half of the nineteenth century, state governments
chartered numerous banks and expended public funds liberally for internal improvements such as
canals, turnpikes, and railways. Meanwhile, the federal government promoted agricultural exports,
protected domestic industry through tariffs, subsidized commerce through a generous postal rate
structure, and encouraged the building of railways. Equally important, and often overlooked in
analyses of government-business relations, the national government pursued an energetic and
relentless policy of land acquisition and development. During the nineteenth century, more individual
Americans made their fortunes from the exploitation of newly annexed lands than from any other
source. «Manifest destiny» was an operative economic policy as well as a slogan of nationalism and
empire, as the geographical extent of the United States was multiplied severalfold by the addition of
the Old Northwest, the Louisiana Purchase, the Florida Cession, the Mexican Cession, the Gadsden
Purchase, the Oregon Territory, and the acquisition of Texas, Alaska, and Hawaii.

In less visible ways, the legal order of the United States was shaped so as to lubricate the
operations of private enterprise. Decade by decade, the states relaxed requirements for the privilege
of incorporation, far in advance of parallel developments in Europe. In bankruptcy law, incentives
were fashioned so as to favor debtors more than creditors, a reversal of common European practice.
Similarly, contract law became highly refined in America, facilitating commerce among the disparate
populations of strangers who came to American shores and pushed ever westward. Meanwhile,
taxation remained light, a circumstance made possible by ample revenues from the sale of public
lands and from customs duties on goods imported from Europe. All of this added up to a situation
uncommonly hospitable to what the legal historian Willard Hurst has called «the release of energy.»
Policymakers had systematically designed a fertile setting for private entrepreneurship — a greenhouse
for business. So long as individual companies stayed small, no real conflict between the welfare of the
American people and that of its business units became serious. Unfortunately, that happy situation
endured only until the 1880s.

Big business (trusts) appeared in the United States during that decade, a good deal earlier than
in most other countries. Once established, it grew faster and to a larger size than it did elsewhere.
One reason was the absence of any countervailing force in America. A new country made up entirely
of immigrants (except for the Native Americans), the United States had no established church, no
standing army, no hereditary aristocracy, no mandarin class, no feudal tradition. Because of the
nation’s individualistic ideology, almost no government ownership of business enterprise existed, in
contrast to substantial public undertakings even in other market economies, let alone socialist ones.
The exceptions to this rule became famous largely because they were exceptions: the Erie Canal in the
nineteenth century, the Panama Canal Company and the Tennessee Valley Authority in the twentieth.
Throughout American history, including the present time, the total tax bite of all governmental units
has typically been less than in comparable industrial countries such as Britain, France, and Germany.
Until the twentieth century, the absolute size of the national government remained minuscule, and
even today it is relatively smaller than those of other countries. In 1871, at the dawn of the age of
big business, the federal government employed only fifty-one thousand civilians, of whom thirty-
seven thousand were postal workers. The remaining fourteen thousand constituted the entire national
government of a country with a population of 41 million. This amounted to one federal worker per
twenty-nine hundred inhabitants in contrast to about one per hundred in the late twentieth century.
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Of all major market economies, the rise of big business preceded that of big government
only in the United States. And when big business came, no countervailing force resisted its initial
impact. Thus, the manifold problems it raised provoked a powerful public response that immediately
moved into the realm of politics. In the closing years of the nineteenth century, the United States
became the only major industrial power to enact legislation explicitly designed to curb the power of
large corporations. Congress passed the Interstate Commerce Act in 1887, the Sherman Antitrust
Act in 1890, and the Federal Trade Commission and Clayton acts in 1914. The United States was
the only country to attempt such a thoroughgoing regulation of railroads as that embodied in the
Hepburn Act of 1906, which gave new teeth to the Interstate Commerce Act of 1887. In other nations,
railroads were either publicly owned or smaller than the gigantic American companies, several of
which employed more than 100,000 persons. Although many other countries eventually adopted
antimonopoly laws, the Sherman Antitrust Act remains the most stringent in the world.

American regulatory practice during the twentieth century was shaped by three outbursts of
legislation: during the Progressive Era (1901-1914), the New Deal (1933-1938), and the later period
of focused concern for safety, social justice, and environmental protection (1964-1971). Although
several exceptions might be noted, this legislation and the agencies it created generally were designed
to restrain the power of business. An appropriate symbol is the giant statuary outside the Federal
Trade Commission building in Washington, which depicts powerful, unruly horses being held in check
by the hand of a man. American agencies with direct authority over business practices, such as the
Securities and Exchange Commission, remain far stronger than their foreign counterparts.

In the United States, then, regulatory behavior in the twentieth century was typically restrictive.
In other countries it was more often promotional. In some ways this represents a reversal of
nineteenth-century practice, when the United States was the most hospitable of all countries to the
conduct of business enterprise. The more precise point is that during the twentieth century, the
promotional activities of the American government differed in kind from those elsewhere. In other
countries, such measures focused on industrial planning, sectoral growth, and targeted key industries.
Seen most clearly in the post-World War II activities of Japan’s Ministry of International Trade and
Industry, industrial planning had many counterparts elsewhere: in French indicative planning of the
1950s and 1960s, in the corporatist interlocks of German banks, labor unions, and large firms, even
in the experiments under Labour governments in Britain. None of these practices, all of which fall
under the general rubric of «industrial policy,» took firm root in America, with the sole exception of
what pejoratively has been called «Pentagon capitalism.»

In America, nearly all promotional management of the macroeconomy was a post-New Deal
phenomenon and was Keynesian in outlook. It looked not to individual firms, industries, or sectors
but to aggregates of the major national income accounts: consumption, investment, and government
spending. It operated primarily on the demand side through management of fiscal policy. Its general
aim was to counteract violent swings of the business cycle such as those that brought severe
depressions in the 1890s and 1930s. The ideas that motivated it were complex, involving such
Keynesian arcana as equations designed to compute the «autonomous spending multiplier» as a tool
for setting tax policy. At the height of its influence in the 1960s, some Keynesians spoke confidently
of fine-tuning the entire national economy. Subsequent events, including the Vietnam War, the
combined high inflation and high unemployment of the 1970s, and the soaring fiscal and trade deficits
of the 1980s, brought an embarrassed silence on the subject of fine-tuning.

Yet the fact remained that in the decades after World War 1I, the American state explicitly
accepted the principle of a mixed economy and with it governmental responsibility for national
economic well-being. This became evident starting with the Employment Act of 1946, an avowedly
Keynesian measure, and it continued through all postwar presidencies — even that of Ronald Reagan,
who, though no Keynesian, oversaw the most drastic (and hazardous) changes in fiscal policy since
World War II. This overt acceptance of responsibility for economic performance epitomized the
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revolution in thinking about the connections among ideas, policies, and outcomes in the relationship
between government and the economy.

Thomas K. McCraw

EXERCISES

Exercise 1. Answer the following questions:
1. Why there was no serious conflict between the welfare of the American people and that of

its business units until 1880s? 2. Was the percentage of federal workers in the U.S. in the 19 century
different from that in the late 20 century?

Exercise 2. Translate into English.

1. Jaxe B 19 Beke yposens xu3nu B CIIA, B 1iesiom, ObU1 BhIIIIE, YeM B EBpone wim Asvu, o
KpaiiHeir Mepe 111 6enbix. 2. B 20 Beke Takoil mokaszaresib, Kak BaJOBbI HAIIMOHATBHBIN TIPOLYKT
Ha JIyIy HaceJleHus], TIOUTH BCEI/Ia COXPAHSUICS BBIIIE, YeM B JTIOOOM IPYTroi CTpaHe; peKkoe UCKITIO-
YEeHHE COCTaBJISUIM JIMILb MaJlble BBICOKOpPa3BUTHIE rocyaapcTBa Takue, kak lIBeitiapus u Jdanus, a
Takke Oorarele He(pThIO rocygapcTBa Takue, kak Kysei. 3. 1o Bcem IpyruM mokasaTesisiM YpOBHS
xu3Hu CIA npeBocxonuu u ['epmanuio, u [lIseiiiaputo. 4. B 3akimountenbhble roasl 19 Bexa CIIA
CTaJIA €JUHCTBEHHOW KPYTHEMIIIE! IPOMBIIIEHHO Pa3BUTOM JIEPKaBOU, IPUHSBIIEN 3aKOHO/ATEb-
CTBO, IBHO PACUMTaHHOE Ha CBEPThIBAHME MOT'YILIECTBA KPYIHBIX Kopropauuid. 5. Hu ogna u3 stux
crpateruii He ykopenusach B CIIIA.

Exercise 3. Subjects for discussion:

1. Can the Government influence in any way a nation’s economy?
2. Is Government’s interference in the country’s economy good or bad for the economy?
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Text 3. Economic growth

By «economic growth» economists mean, in the first place, annual increases in the nation’s
total output of goods and services — its national product. Gross national product (gnp) does not take
into account the wastage of the machinery and other capital goods used in production. Net national
product (nnp) makes allowances for capital replacements. Although nnp includes final consumer
goods and services, it counts only net additions to capital goods. It is therefore a better measure of
real growth than gnp. The reason only final consumer goods are included is that care must be taken
to avoid double counting; the output of bread is included, but the output of wheat used to produce
the bread is not.

The monetary equivalent of national product — national income — can be measured in various
ways. One is to measure it as the «value added» by economic activity in agriculture, manufacturing,
mining, and so on. (Value added is calculated by summing output at producers’ prices and deducting
the cost of the fuel and raw materials used to produce the output.) Another way is to measure it
as the aggregate value of the final products of the economy. Still another is to total the incomes
accruing to persons supplying different productive factors (such as wages and salaries, profits, rents).
Each of these approaches yields the same total, provided a consistent scheme of valuation is used.
The component detail of each, however, illuminates different facets of the process of production,
distribution, and consumption of the nation’s output, and each serves a different use.

Changes in national income may be measured either in current prices — the prices that prevailed
during the year in which the economic activity took place — or in constant prices — the prices of a given
year, for example, those of 1929, which then serve as a base. In a study of financial developments or
market trends the former is often preferable. But if the purpose is to analyze change in consumer levels
of living or national productivity, the latter is more appropriate. For purposes of studying economic
growth, therefore, it is constant price measurement that is desirable.

There are two additional requirements for the measurement of economic growth if the purpose
is to calculate change in material welfare. A nation’s rate of growth must be divided by the size of its
population in order to find the rate per capita; if an increased number of people is required to produce
an increase in the amount of goods and services produced, no one is better off than before. On the
other hand, high levels of both population and output growth, even without corresponding growth in
per capita output, bespeak an economy’s ability to sustain large increases in population, and this is
of interest to students of the sources of national influence and power. A final point: the increase in
output should not be a temporary one, such as might follow a year of unusually good harvests. Nor
should it merely represent an upward movement in the business cycle. Economic growth is sustained
growth, secular in duration rather than cyclical.

In the output data of various countries scholars have found growth cycles (often called «long
swings») of varying lengths, some of them 10 years long, others 60 years, and still others even 100
years. In the data of American history the most common long swing, named the «Kuznets cycle»
after its discoverer, the Nobel Prize-winning economist Simon Kuznets, ranges between 10 and 20
years. A swing is a change in the rate of growth. During a long swing there occurs an expansion
phase, followed by a period of continued growth at a retarded rate, culminating in depression. In the
124-year period between 1814 and 1938, nine long swings have been found, averaging 14 years in
duration. In the expansion phase of these swings gnp grew at an average rate of about 6 percent,
followed by retardation averaging 2 percent. During the depression phase, the rate of growth was
extremely low or, ceasing altogether, negative.

Except for agriculture, the pace of growth of nearly every kind of economic activity registered
advances during the expansion phase. Long swings occurred in the growth of population, labor
force, immigration, transport development, internal migration, geographical settlement, urbanization,
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residential construction, the prices of common stocks, railroad bond yields, the money supply,
commodity prices, and still other economic variables. Long swings, it should be emphasized, took
place not in the fotal volume of output (which has risen without significant interruption, except for the
1930s, since the 1870s) but rather in the rate of increase of that total. Almost always, total output has
risen, but at rates that accelerate and then decline. It is these alternations between acceleration and
retardation that characterize the long swings of economic growth. America’s growth has proceeded
in a series of great surges, followed by periods of much slower growth, and so has the growth of a
number of other industrial countries.

Whether or not long swings characterized growth in the earlier years of the nation’s history
seems impossible to know. Decennial census returns of output in the various sectors of the economy
provide the most reliable source of information on which estimates of growth rates can be based and
even these returns are incomplete before 1870. Not until 1840 did census takers include agriculture,
which was then and for a number of decades afterward the main provider of incomes in the United
States. Investigators of the quantitative records for the years before 1840 are compelled to work in
the half-light of what has been called a «statistical dark age.» For the long colonial period (1607—
1783) the light is even dimmer.

It is certain, however, that economic growth in the sense of increased population and output
took place during the colonial years. From 105 colonists aboard the three small ships carrying English
settlers to Virginia in 1607, the population grew to an estimated total of over 2 million by 1770,
and by the time of the first federal census in 1790, it was nearly twice as large. Even if each person
provided only enough food and clothing for his or her own subsistence, its imputed value would imply
a huge expansion in total output. And available data on exports of tobacco and other commodities
for a number of years in the eighteenth century enlarge that output even more. What historians do
not know is whether or not growth per capita took place, and if so, by how much. Data on the size
of houses and their furnishings in the later years, along with other supportive evidence, argue that
the standard of living also rose. If so, and however slowly, growth in output per capita must also
have occurred.

The quantitative remains of the early decades of independence are somewhat more satisfactory
but still so fragmentary that conclusions about economic growth are little more than «guesstimates.»
Making the most of the available evidence, Paul A. David posits the existence of three long swings
between the 1790s and the Civil War. He finds in each a period of surge. In the first, the surge covers
the years from the early 1790s to about 1806 and is associated with a large increase in the volume
of foreign trade after the outbreak of the French Revolution and the Napoleonic Wars. In the second
long swing the surge lasts from the early 1820s to about 1834 and is linked with early manufacturing
development. In the third, identified with continuing industrialization, the surge commences in the
latter half of the 1840s and runs its course before the firing on Fort Sumter. Although David believes
that none of the surges involved a break in the secular growth rate, Robert E. Gallman is of the
opinion that a «gradual acceleration took place over a very extended period of time.» Both scholars
reject the hypothesis of W. W. Rostow that a dramatically abrupt transition from low to high rates of
change, or «take off into self-sustained economic growth,» took place in the latter 1840s.

Viewing a longer segment of American history, from 1840 to 1960, Simon Kuznets has
illuminated the phenomena of growth from a perspective that permits comparison with the records of
a number of other countries. During that 120-year span the American population grew at an average
annual rate of about 2.2 percent, gnp at 3.6 percent, output per capita at 1.6 percent, and product per
worker at 1.4 percent. As a result of these growth rates, the population in 1960 was about 10.5 times
as large as in 1840, the labor force almost 13 times, per capita product over 6 times, and product
per worker over 5 times as large.

Surviving statistical data from the United Kingdom, France, Germany, Russia, and Japan range
from 79 years for Japan to 117 years for the United Kingdom. The first result of a comparison
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between these countries and the United States is that the annual rate of growth of population in the
latter was much higher than in any of the others. Compared with 2.2 percent in the United States, the
rates of others ranged from 1.2 percent for Japan to 0.2 percent for France. Except for Japan alone,
population growth rates in all the others were no more than half that of the United States.

Second, the annual rates of growth of product per capita for the United States and for the
European countries were not greatly different. (The rates range from 1.9 percent for Russia, for a
period reaching back to 1760, to 1.2 percent for the United Kingdom, back to 1841.) The American
rate was 1.6 percent. The Japanese rate, for the period 1880-1960, was distinctly higher, 2.8 percent.
Were data available to permit comparisons between the United States and these countries over the
same length of time — all the way back to 1840—the averages for the other countries would be lower,
including that of Japan. Finally, the rate of growth of gnp in the United States was higher than for
the European countries, by amounts ranging from one-fifth to twice as high. This result naturally
follows from the fact that the United States’ roughly equivalent rate of growth of per capita product
was combined with a much higher rate of growth of population.

The American performance was exceptional. In his Essay on the Principle of Population (1798)
Thomas Malthus offered a grim assessment of the consequences that would follow an increase in
output. Population would respond by growing and would consume the additional output, reducing the
level of living to what it had been before. The pressure of population on resources seemed relentless
to Malthus, and he expected that war, pestilence, and starvation would provide the means of reducing
it. American history offered testimony of a different kind: it was possible to have it both ways —
more people and more resources, too. Technological advances would enable developed countries
throughout the world to respond similarly to Malthus’s predictions.

In the closing decades of the twentieth century the American economy, as before, alternated
between periods of expansion (for example, 1963—-1968, 1976-1980, 1983-) and contraction (for
example, 1969-1970, 1974-1975, and 1980-1982), without, however, sinking into a deep and
prolonged depression like those of the 1870s and 1930s (although some of the contractions —
now called recessions — were severe, for example, those of 1974—-1975 and 1980-1982). Built-in
stabilizers put in place by President Franklin D. Roosevelt’s New Deal in the 1930s — for example,
old age and survivors’ and unemployment insurance — provided cushions during periods of falling
demand. The uses of monetary and fiscal policies, too, were far better understood than before.

Nevertheless, the prospects of long-term economic growth are beset by problems far more
grievous than those of earlier years. Although these problems are too numerous and complex for
exploration here — they include a massive federal debt, large annual budget and trade deficits, and
relatively low rates of domestic saving and investment in research and development — we can single
out one because of the substantial effect it exerts on economic growth.

In recent years the rate of increase in manufacturing productivity — measured as output per
unit of labor and capital combined — has been slowing down. From an annual average of 3.4 percent
between 1948 and 1960 the rate fell to 2.3 percent from 1966 to 1973, to 1 percent from 1973
to 1977, and to 0.4 percent between 1977 and 1978. In 1979 and 1980 growth stopped altogether
and productivity actually declined. Since then small recoveries have not overcome the long-term
downward trend. The late nineteenth — and twentieth-century successor to Great Britain as the
«workshop of the world,» the United States now finds its competitive edge dulled in the international
marketplace while at the same time faced with intensified foreign competition at home. Indeed, by
1980 foreign-made goods were competing with more than 70 percent of those manufactured in the
United States. Addressing this condition, and the budget and trade problems with which it is intimately
connected, will be one of the great challenges of the 1990s and beyond.

Stuart Bruchey, The Roots of American Economic Growth: An Essay in Social Causation (1965);
Simon Kuznets, Modern Economic Growth: Rate, Structure and Spread (1966); Simon Kuznets,
Postwar Economic Growth: Four Lectures (1964).
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Stuart Bruchey
EXERCISES

Exercise 1. Words and expressions. Provide Russian equivalents.

output of goods and services

per capita

Gross national product (gnp)

growth at a retarded rate

Net national product (nnp)

output per capita

double counting

product per capita

current prices

manufacturing productivity

constant prices

downward trend

material welfare

foreign-made goods

rate of growth

intimately connected

Exercise 2. Answer the following questions.

1. What do economists mean when speaking of «economic growth»? 2. What is national
product? 3. What is the difference between GNP and NNP? 4. Is national income related to national
product? 5. How do economists measure national income? 6. How can you describe growth cycles in
a country’s output? 7. How are surges in economic growth explained? 8. What were Thomas Maltus’
views on the relationship between increase in output and population growth? 9. What problems
influence prospects of economic growth in a country now? 10. What can be said about the rate of
increase in manufacturing productivity in the U.S. in the late 1940s till 1980s?

Exercise 3. Translate into English.

1. HarmoHambHBIN TOXOM — JIEHEeKHBII 9KBUBAJICHT HAITMOHAJILHOTO TIPOYKTa — MOXHO U3Me-
PSATh HECKOIBKUMHU criocoOami. 2. Kaxplii u3 3TUX cocoOOB OTpakaeT pa3IuyHble CTOPOHBI MTPO-
1iecca MpoOM3BOJICTBA, paclpeesieHusl U NoTpedieHns MPOAYKIIMKM B TOCYJapCTBE, U BCE OHM TPH-
MEHSIIOTCSL /ISl Pa3IM4HbIX Lened. 3. VI3MeHeHus1 B HaIMOHAIBHOM JOXOIE MOXHO H3MEpATh B
MOCTOSIHHBIX JIMOO B TEKYITHX IleHax. 4. B 1ensx uccieoBaHusi SKOHOMHUECKOTO POCTa JKEeJIATeIbHO
MIPUMEHSATH MOCTOSTHHBIE LIEHBL. 5. B pacuerax S5KOHOMHUYECKOro pocTa Ajisi OnpeiesieHus N3MeHe-
HUI MaTepraIbHOro OJarocOCTOSIHUSI HEOOXOAMMO YUYMUTHIBATH JBA JOTOJHUTEIbHBIX TPEOOBAHMUS.
6. Camble BHICOKHME TEMITbl 9KOHOMUYECKOT0 pOCTa Ha Aylly HaceiaeHus B crpaHax IOro-Bocrouynoi
Aszun. 7. Poct mpou3BOICTBa HE JOJIKEH ObITh BpeMEHHBIM. 8. B TaHHBIX O MPOM3BOCTBE MPOLYKIIUH
B PA3JIMYHBIX CTPAHAX yUYeHble OOHAPYKIIIM LIMKJIBI POCTa (YacTO Ha3bIBAEMBbIE «IOJTOBPEMEHHBIMU
KOJICOAHUSAMU») MEHSIIOIECs TPOIOIKUTEILHOCTH, HeKoTopble 10 net, npyrue 60 ner, a HeKOTo-
poie naxe 100 net. 9. Konebanue — 310 m3meHeHue TemrioB pocta. 10. B ¢a3e cnaga Temrisl pocta
Ype3BBIYAiHO HU3KKE WM OTpHLaTeNbHble. 11. B Kak10M U3 JONTOBpeMEeHHBIX KOJIeOaHHd yUeHbIe
oOHapyXuim repuos nogbema. 12. CriemyeT Noq4epKHyThb, YTO JOJITOBpEMEHHbIE KOoJieOaHUsT UMeNH
MECTO He B 00111eM 00beMe TPOM3BOACTBA (KOTOPBIN poc 6e3 CyIeCTBEHHBIX MePEePHIBOB), a CKOpee
B TEMIIaX POCTa TOro OOIIEro 00beMa MPOU3BOJICTBRA.
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KoHen 03HakoMuUTEJIbHOT0 (pparmMeHra.

Texkcr npenocrasieH OO0 «JIutPec».

[IpounTaiiTe 3Ty KHUTY LIEJIMKOM, KYIMB IIOJHYIO JIEraJbHYIO Bepcuio Ha JlutPec.

BesomnacHo onnatuTh KHUTY MOKHO OaHKOBCKOM Kaprtoit Visa, MasterCard, Maestro, co cuera
MOOWIIBHOTO TenepoHa, C TUIaTeKHOro tepMuHana, B catone MTC wm Cesi3Hoii, yepes PayPal,
WebMoney, fAunekc.densru, QIWI Komesnek, 60HyCHbIME KapTaMu WX APYTUM YIOOHBIM Bam crio-
COOOM.
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