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UNIT 1
MANAGING THE ECONOMY

Learning Outcomes

After studying this unit you should be able to:

* speak about the objectives of managing the economy;

e distinguish between government’s fiscal and monetary policies;

e define price stability and its measurements;

e speak about price trends;

¢ define basic terms of the unit;

* use English corpora and on-line dictionaries for skills development.

Lead-in

I. How do the following quotations characterise Economics as a science? Do
you agree with the authors of these quotations?

An economist is a man who states the obvious in terms of the incomprehensible.
Alfred A. Knopf

If all economists were laid end to end, they would not reach a conclusion.
George Bernard Shaw (1856—1950)
Isn’t it interesting that the same people who laugh at science fiction listen to weath-
er forecasts and economists?
Kelvin Throop III
An economist is an expert who will know tomorrow why the things he predicted
yesterday didn’t happen today.
Laurence J. Peter (1919—1988)

1
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An economist is a surgeon with an excellent scalpel and a rough-edged lancet, who
operates beautifully on the dead and tortures the living.

Nicholas Chamfort (1741—1794)

I1. Statistics quizz: How much do you know about Russia and its economy?
1. Russian economy makes % of the World GDP.

2. Russia has the world’s (place) highest marriage rate. There is a baby boom.
The Russians have a positive increase in population without immigration.

3. The Russian job market is so buoyant that Russia has the _ (place) larg-
est number of illegal immigrants in the world after the USA. This is a sign of a
strong economy.

4. Russia takesthe  place in the world in natural gas extraction and export.
Western Europe currently depends on Russia for nearly a third of its domestic
gas supplies; Germany depends on Russia for % of its natural gas and Bos-
nia, Slovakia and Macedonia get % of their gas from Russia.

5. Russia takes the place in the world in reserves of drinking water and the
place in reserves of fresh water.

6. The President is elected for years by citizens of the Russian Federation
on the basis of universal suffrage.

7. A citizen of the Russian Federation who is  (age) or older and who has
resided permanently in the Russian Federation for at least _ years may be
elected.
Text A

Managing the Economy: Objectives and Instruments

(1) The desire of most individuals is to live and work within an economic
framework which gives them the prospect of steady employment, relatively sta-
ble prices and a rising standard of living. It is usually recognized that to achieve
such a situation the economy must trade and “pay its way” with other econo-
mies. Politicians realize that to attract votes and gain political power they must
promise that these aspirations will be met, if only in the long run. Economic
objectives at the macroeconomic level are therefore set in terms of full em-
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ployment, price stability and rapid economic growth, together with long-term
equilibrium in the balance of payments.

Full employment

(2) Full employment is a state of economy in which all eligible people who
want to work can find employment at prevailing wage rates. However, it does
not imply 100% employment because allowances must be made for frictional
unemployment and seasonal factors.

(3) Frictional unemployment is temporary unemployment arising out of the inevi-
table time lags in the functioning of labor markets, such as the time taken in mov-
ing from one job to another. Full employment is attainable within any economy,
but may result in an inflationary period. The inflation would result from workers, as
a whole, having more disposable income, which would drive prices upward.

Many economists have estimated the amount of frictional unemployment,
with the number ranging from 2—7% of the labor force.

Stable prices

(4) The European Central Bank’s Governing Council has announced a quan-
titative definition of price stability:

“ Price stability is defined as a year-on-year increase in the Harmonised Index of
Consumer Prices (HICP) for the euro area of below 2%.”

The Governing Council has also clarified that, in the pursuit of price stability, it
aims to maintain inflation rates below, but close to 2% over the medium term.

The ECB’s definition of price stability makes clear that the focus of its mon-
etary policy is on the euro area as a whole. This reflects its euro area-wide
mandate. Therefore, price stability is assessed on the basis of price develop-
ments in the euro area economy.

Economic growth

(5) Economic growth is the increase in the amount of the goods and services
produced by an economy over time. It is conventionally measured as the
percent rate of increase in real gross domestic product, or real GDP. Growth
is usually calculated in real terms, i.e. inflation-adjusted terms, in order to
obviate the distorting effect of inflation on the price of the goods produced.
In economics, “economic growth” or “economic growth theory” typically
refers to growth of potential output, i.e., production at “full employment.”

13
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The balance of payments

(6) Balance of payments includes all payments between a country and its
trading partners and is made up of the balance of trade, private foreign loans
and their interest, loans and grants by governments or international organi-
zations, and movements of gold (capital account). A chronically unfavorable
balance of payments, when debits exceed credits, may affect the stabi’lity of
the nation’s currency, particularly where exchange rates are no longer fixed.

(7) Governments would have no macroeconomic problems if market forc-
es in the economy automatically led to full employment equilibrium, with
stable prices, and a rapid economic growth. The bulk of the evidence seems
to indicate that market forces alone have failed to achieve these objectives.
Such market failure essentially constitutes the case for intervention by gov-
ernments. If governments are to intervene in the economy, there still remains
the problem of selecting the appropriate instruments for achieving the tar-
gets they set themselves.

(8) In general terms the policy instruments available to the government are fis-
cal and monetary policies.

Fiscal policy

(9) In economics fiscal policy is the use of government revenue collection (taxa-
tion) and expenditure (spending) to influence the economy. The two main in-
struments of fiscal policy are changes in the level and composition of taxation
and government spending in various sectors.

The three main stances of fiscal policy are:

e neutral fiscal policy is usually undertaken when an economy is in equilib-
rium. Government spending is fully funded by tax revenue and the budget out-
come has a neutral effect on the level of economic activity;

e expansionary fiscal policy involves government spending exceeding tax rev-
enue, and is usually undertaken during recessions;

e contractionary fiscal policy occurs when government spending is lower than
tax revenue, and is usually undertaken to pay down government debt. [1]

Monetary policy

(10) Monetary policy is the process by which the monetary authority of a country
controls the supply of money, often targeting a rate of interest for the purpose
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of promoting economic growth and stability. The official goals usually include
relatively stable prices and low unemployment. Monetary theory provides in-
sight into how to craft optimal monetary policy. It is referred to as either being
expansionary or contractionary, where an expansionary policy increases the to-
tal supply of money in the economy more rapidly than usual, and contraction-
ary policy expands the money supply more slowly than usual or even shrinks it.
Expansionary policy is traditionally used to try to combat unemployment in a
recession by lowering interest rates in the hope that easy credit will entice busi-
nesses into expanding. Contractionary policy is intended to slow inflation in
order to avoid the resulting distortions and deterioration of asset values. [2]

Vocabulary

asset value

disposable income

distortion /n/

equilibrium /n/

GDP
(Gross Domestic
Product)

government
intervention

the net market value of a company’s assets divided

by the number of outstanding shares of that company’s stock.
Investors often use the asset value of a company

when determining if the company’s shares are overvalued

or undervalued

Another possibility for the rise could be a general re-rating

of the company on the basis of its net asset value.

the amount of income left to an individual after taxes have been
paid, available for spending and saving

Over the last decade, the upper disposable income limit rose

by about 50%, but earnings rose by 135% and prices by 93%.
the alteration of the original shape (or other characteristic)
of smth, such as an object, image, sound or waveform
Distortion is usually unwanted, and so people strive to eliminate
distortion, or minimize it.

balance, for example when demand equals supply

1t is clear that the equilibrium depends on the method of finance.

the total market value of all final goods and services produced
in a country in a given year, equal to total consumer, investment
and government spending, plus the value of exports, minus

the value of imports

GDP per head in each region

actions on the part of government that affect economic activity,
resource allocation, and esp. the voluntary decisions made

15
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labour force

mandate /n/

market failure

money demand

money supply

recession /n/

standard of living

surplus /n/

through normal market exchanges. Government, by its very
nature, is designed to intervene in voluntary market activity
Speculative investors have watched the deals closely for signs
of financial trouble and potential government intervention.

all the employees in a company or in an area
Women form 43% of the labour force, and women’s incomes
[from employment are a major part of most family incomes.
the authority given to an elected group of people, such as
a government, to perform an action or govern a country
The President must offer the three main party leaders in turn
a three-day mandate to try to form another government based
on the present parliament.

a case in which prices are unable to adequately adjust to reflect
changes in supply or demand

Market failures may occur due to unexpected disruptive events
such as wars or natural disasters, or due to economic barriers

such as trade restrictions or monopolies.

is the desired holding of financial assets in the form of money:
that is, cash or bank deposits

Control over aggregate money demand is necessary

if the government is to achieve all or some of economic objectives.
is the total amount of monetary assets available in an economy
at a specific time

In the same period Japan’s broad money supply grew by 5.1%,
compared with growth of 13% a year earlier.

a period of general economic decline; typically defined

as a decline in GDP for two or more consecutive quarters

A recession is typically accompanied by a drop in the stock market,
an increase in unemployment, and a decline in the housing market.
the financial health of a population, as measured by the quantity
of consumption by the members of that population

The measure most frequently used to estimate standard of living is
gross national income per capita.

the amount of money you have left when you sell more than you
buy, or spend less than you own

Accordingly their annual surplus is understated by almost
£200,000.
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I. Write a word according to its transcription. Mark the word stress.

1. 2. 3.
[aesplrelfgn] [obdzektiv] [juarapr:on]
4. 5. 6.
[kauns?l] [mAnitri] [maendert]
7. 8. 9.

[pbviert] [s3:plos] [det]

10. 11. 12.
[mtovi:n] [msart] [mntais]

I1. Read the sentences paying attention to the way the words in italics are pro-
nounced.

1. There were signs of an increase in consumer and business confidence accom-
panied by a rebound in global trade.

In the late 10th and early 11th centuries the volume and range of goods that
entered Europe began to increase.

2. Between the beginning of the 11th century and 1800 Britain’s import of tea
increased from 400,000 Ib per annum to 23,000,000 Ib per annum.

The United Provinces of Northern India, for example, was able fo import roughly
725,000 tons of grain to lessen the catastrophic effects of a severe famine in 1907.

3. The Senator’s conduct is being investigated by the Ethics Committee.

We are conducting a survey to find out what our customers think of their local
bus service.

4. Marx points out the potential conflicts below the surface of society.

If the two sides conflict with each other again, it will be disastrous for party unity.
5. The contest for deputy leadership of the party is gathering speed.

We will certainly confest any claims made against the safety of our products.

II1. Scan through the Text A and find words according to their definitions.

para 1

(1) to a fairly large degree, esp. in comparison
to smth else /adv/

(2) a strong desire to have or do smth /n/

(3) smth that you are trying to achieve /n/

17
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para 2+3
(4) to include or contain smth /v/

(5) possible to achieve /adj/

para 4
(6) the act of looking for or trying to find smth /n/

(7) to show or be a sign of the nature of smth
or of smb’s attitude or feeling /v/

para 5
(8) following what is traditional or the way smth

has been done for a long time /adv/
(9) to remove a problem or the need
for smth /v/

(10) not clear, strange /adj/

para 6+7+8

(11) a sum of money that smb owes /n/

(12) the main part of smth /n/

(13) when you think about the true, important
or basic nature of smb/smth /adv/

para 9
(14) the money that a government receives from

taxes or that an organization, etc. receives from its
business /n/
(15) many different types of smth /adj/

para 10
(16) an understanding of what smth is like /n/

(17) to become or to make smth smaller
in size or amount /v/

(18) to persuade smb to do smth, usually
by offering them smth /v/

(19) the process of becoming worse /n/

IV. Use the words from Exercise III to fill in the gaps.

1. Moreover, while traditional bureaucratic control is associated with tight su-
pervisory attention, human relation control adopts team working to achieve
management
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2. Private shareholders in Concorde would have required a high expected re-
turn to them into such a risky project.

3. Aparadigm a particular conceptual framework through which
the world is viewed and in which it is described.

4. Duncan and Lukes therefore have a much broader view of the function of
theory than does Dahl, for whom the separation of fact and value appears an
obvious and readily objective.

5. In the UK, for example, economic expansions often had to be cut short
by restrictive domestic policies as an increased demand for imports led to a
in the balance of payments.

6. Meanwhile, if oil prices remain low, America’s visible-trade deficit could
to around $40 bn in that period.

7. Bengal was a untapped state in India for the Europeans and
incidentally the most prosperous, and it became the first major economic and
later political base of the English East India Company.

8. What changes are needed to meet women’s for employment?

9. In of this goal France also decided to minimize the mili-
tary and to highlight the civilian and communications facets of its space pro-
gramme.

10. This new evidence the need for any further enquiries.

11. Despite its huge reductions in the years following 1979,
and a budget deficit second only to that of the US, Saudi Arabia’s major proj-
ects continue.

12. We can also make some preliminary connections to some of the issues with
which “urban” sociology is concerned.

13. Some elderly people can find pleasure in joining with others in their age
group in kinds of purposeful activity or service to the com-
munity.

14. The Fractal Geometry of Nature reminds us that mathematics can surprise
us with into the world in which we live.

15. By returning responsibility for quality and efficiency to individual workers,
Pilkingtons improved routine problem-solving communications between plant
management and the shopfloor without the effect of technical
intermediaries.

19
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16. Once the spending plans are established, the necessary finance is sought,
through taxation.

17. The two largest creditor republics, Russia and Ukraine, would take 61.34%
and 16.37% of the respectively.

18. Overall, however, the of evidence on female crime suggests
that gender plays a relatively minor role in determining the response of the legal
system.

19. Its price the fact that it is not in the category of software
expected to sell in millions of copies.

V. Find a word(s) or a word combination from Text A which makes a phrase com-
plete, some words are given. Translate the phrases from English into Russian.

Example:
(0) the prospect of steady ... employment ...

(1) arising ................. o) () I the distorting .................
() I political power (7)thebulk of ....cccceeeeeiiiininnnnnn,

(R) — at the macroeconomic (8) governments are to ................... in
level the .,

(4) having More .............c. ceveuvvvvnnnnnns (9) for the ................ Of i,

economic growth
(5)inthe ........... of price .........uvvuun.. (10) theory ..ccvvveeeeees i into

VI. Translate the sentences from Russian into English. Use the phrases from
Exercise V.

1. Ilocmosmnas 3anHsmocms — 3T0 3aHSATOCTb MHAMBUIA, KOTOPasi rapaHTUPOBaHa
€My B TeUE€HHME BCEil ero XKM3HU. DTO MOHATUE HE BKITIOUACT Pa3oBbIe, BpEMEH-
HBIE WM CE30HHBIE PAOOTHI, TaXKe €CIIM OHU SIBJISTIOTCST TapaHTUPOBAHHBIMH.

2. Jlonroe BpeMsi MeXIy IOCyZapCTBOM M OOIIECTBOM CYIIECTBOBAJ KOH-
TPaKT: OOIIECTBO HE BMEIITMBAETCS B ITOJUTHUKY, a TOCYIAPCTBO B CBOIO OYe-
penb obecrneynBaeT OOLLECTBY pACMYUULl yPOBEHb HCUSHU.

3. KpymHblii Ou3Hec coxpaHUCs KaK OTPOMHbBIN 9KOHOMUYECKUI U (pruHaH-
COBBII1 TEHEPATOP U CTAJl HAOUPAMb NOAUMUYECKYH) CUNY.

4. O4eBUAHO, YTO MAKPOIKOHOMUUECKUE Ueal MOTYT ObITh TOCTUTHYThI TOJBKO
Ha MyTSX JaJbHEeNIell nHTerpauun Poccun B MUPOBYIO SKOHOMHUKY U IPO-
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JIOJKeHUSI MHOTOBEKTOPHOI TOJIUTHUKM, HAMpaBJIeHHON Ha pa3BUTUE B3au-
MOBBITOIHBIX cBsi3eli ¢ cocensimu o CHI, EBporeiickuM cO1030M U IpyTUMU
peruoHamu.

5. AHaIM3 MOKa3bIBaeT, YTO JOMAaIIIHME X035icTBa B Poccuu TpataT 3HaYu-
TeJbHO OO0JIble CPEACTB, YEM UX pacnoadeaemvlii 00xX00, paCCUUTaHHBINA Ha
OCHOBAHWU JaHHBIX, (DOPMAJIbHO MOJYUYEHHbBIX U3 PA3TUYHBIX UCTOUHUKOB.

6. [Ipecaedys ueau cmabuauzayuu pocma yeH, NPaBUTEIbLCTBO IIPUHUMAET pe-
IINTETbHbIE SKOHOMHWYECKHUE IIaru.

7. DKOHOMUYECKUII POCT OLICHUBAETCSI B PEAJIbHOM BBIPAXKCHUU C UEAbIO
Yempanums Uckaycarouwuil sghgpexm ungpaayuu.

8. B oTeuecTBEeHHOI M 3apy0esKHOM JUTepaType HAKOIUIEHO 00/blioe KOoau-
uecmeo OanHbiX, TIOATBEPKAAIOIINX 3(D(HEKTUBHOCTD ITOJIUTUKHI PACIINPEHNS
GIOMKETHBIX PACXOIOB.

9. [l1aBHOI MPUUYMHOM, CIepKUBAIOIIIE pa3BUTUE MAJIOrO OU3HeEca, SIBJISIETCS
TOT (haKT, UTO eocydapcmeo U3OBITOUHO BMEUUBACHICS 8 IKOHOMUKY .

10. Teopust neHer obecneuusaem noHuMAaHue TOro, Kak paboraet apdeKkTus-
Has KpeIUTHO-IeHeXXHas MOJINTHUKA.

VII. Look at the chart below which clarifies the difference among the three com-
monly misused words: zarget, objective, and goal.

Target Objective Goal
\2 J \2

Target is usually officially People often set their Goals are often long-
recorded in some way, for own objectives: these are ferm, and relate to

example by an employer  things that they wish people’s life and career
or by a government to achieve, often as part plans or the long-term
committee. of a project or a talk they plans of a company

It is often specific, and  are giving. or organization.

in the form of figures,
such as number of sales
or exam passes, or a date.

Use the correct word target, objective or goal to complete the sentences.

1. The university will reach its of 5,000 students next September.
2. The main of this meeting is to give more information on our
plans.

21



Part I. Applied Economics: Competence Development

22

3. There is no date for completion of the new project.

4. Managers should set specific performance for their teams.

5. Do you think I’ll be able to achieve my of losing five kilos
before the summer?

6. Our is for the country to be fully independent within two
years.

7. One of your first business should be to get your own office.
8. Our ultimate must be the preservation of the environment.
9. The government may fail to meet its of recycling 25% of do-

mestic waste.
10. Jiang set annual growth of 8—9%.

VIII. Read the sentences below and decide which meaning (A, B or C) of the
underlined word suits the context.

1. The statistics reflect a change in people’s spending habits.

A to return light, heat, B to show, express, or be C to think carefully,
sound, or an image back a sign of smth esp. about possibilities
and opinions

2. Internet connections through conventional phone lines are fairly slow.

A used for a long time B considered to be C used traditionally
and considered normal, right, and for special purposes
the usual type socially acceptable

3. The report provides a framework for further research.

A the parts of a building B the structure C set of beliefs, ideas
or an object that support of a particular system or rules that is used as
its weight and give it the basis for making
shape judgements

4. The figures they have used are just not accurate.

A exact B arranged C neat



Unit 1. Managing the Economy

5. The election victory gave the party a clear mandate to continue its pro-
gramme of reform.

A the period of time B an official order given C the authority to do
for which a government to smb to perform smth
is given power a particular task

6. She has considerable expertise in French history.

A high level of B examination C judgement
knowledge

7. Newspapers are often guilty of distorting the truth.

A changing a situation B changing facts, ideas, C changing the

from the way it would etc. so that they are no  appearance or shape

naturally be longer correct of smth so that it is
strange or unclear

8. Her attitude lends a fresh_perspective to the subject.

A way of considering B profit C future success

9. We had estimated about 300 visitors, but the actual number was much higher.
A important B existing in fact C urgent

10. A market economy in China promises to mean that over the next decade
Asia’s geography can reassert itself.

A a period of 10 days B a period of 10 months C a period of 10 years

IX. Look up the two commonly misused verbs adapt and adopt in the on-line Oxford
Advanced Learner’s Dictionary <http://oald8.oxfordlearnersdictionaries.com/dic-
tionary>. Search for the meanings of these verbs and fill in the chart given below.

Adapt Adopt
1. 1.
7' These styles can be adapted to suit a campaign to encourage childless
individual tastes. couples to adopt
2. 2.
The organisms were forced to adapt in ~ All three teams adopted different
order to survive. approaches to the problem.

23
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3. 3.
Three of her novels have been adapted The council is expected to adopt the
for television. new policy at its next meeting.
4

Early Christians in Europe adopted
many of the practices of the older,
pagan religions.

5.
He adopted an air of indifference.
6

She was adopted as parliamentary
candidate for Wood Green.

X. Fill in the gaps with the correct verb adapt or adopt.

1. We had to our plans to fit Jack’s timetable.

2. Roz has one or two funny mannerisms since she’s been away.
3. The play had been for children.

4. The ability to is a definite asset in this job.

5. They have no children of their own, but they’re hoping to

6. It took me a while to to the new job.

7. The new tax would force companies to energy-saving measures.
8. Davies is busy Brinkworth’s latest novel for television.

9. He’s a remarkably light-hearted attitude towards the situation.
10. California has a tough stance on the issue.

1"5“ XI. Follow the link <http://www.youtube.com/watch?v=IyRW3jEX9il&nored
irect=1> and watch the video on Why Price Stability Is Important for You. Then
| answer the following questions.

1. How does the European Central Bank define price stability?

2. Why does money exist?

3. What circumstances push prices up and make money lose its value?

4. What is inflation?

5. How does the Central Bank control inflation?

6. How does the interest rate help to control price increases?
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7. What is meant by the Eurosystem?
8. What is deflation?
9. How can deflation damage the economy?

10. What is the primary objective of the European Central Bank and the Eu-
rosystem?

Text B
Price Trends in American History

(1) Economic historians and economists have charted the course of prices in
the United States from the earliest settlements of the 17th century to the present
day. Fragmentary information suggests that prices were falling throughout the
17th century as the demand for money (shillings) grew faster than the irregu-
lar supply. Variations in relative prices across colonies were common. As trade
expanded and as the money supply became more regular, prices began to rise
and price fluctuations to moderate. The development of wholesale commod-
ity markets in the major port cities — Boston, New York, Philadelphia, and
Charleston — led to the regular publication of price information in broadsheets
or in tabular form in local newspapers known as “Prices Current,” and these
have facilitated the construction of historical price indexes beginning in the early
18th century.

(2) The revolutionary war witnessed one of the first occurrences of wartime in-
flation in American history. Prices fell after the mid-1780s but soon rose again
sharply beginning in the mid-1790s through the War of 1812. Prices fell sharply
from their wartime peak in 1814, and continued to fall until reversing course in
the early 1830s. The fall in prices that occurred after the panic of 1837 cement-
ed in place a cyclical pattern in prices that, while hardly new to the economy,
would be repeated several times up to and including the Great Depression of
the 1930s — prices generally rose smartly during booms, but then fell, some-
times quite abruptly, during a recession.

(3) Following the recession of the early 1840s, the last two decades of the pre-
Civil War period were generally a period of rising prices. Beginning in 1843,
prices rose more or less continuously until once again declining in the wake of
the panic of 1857, but stabilized shortly thereafter. Despite the increases of the
preceding 20 years, on the eve of the Civil War the overall level of prices was still
well below that experienced in the late 18th and early 19th centuries.
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(4) The war years (1861—1865) witnessed substantial — uncontrollable, in the
South — increases in prices due to the issuance of paper money by both the Union
and Confederate governments. Prices rose sharply, and more importantly, relative
to wages, created an “inflation tax” that helped both sides pay for the war effort.

(5) Prices fell after the Civil War, and except for a minor upswing in the early 1880s,
continued on a downward trend until the late 1890s, when an expansion in the
worldwide supply of gold produced an increase in the money supply and a rising
price level that stabilized just before the outbreak of World War I (1914—1918). As
during the Civil War, prices rose rapidly during World War I, as the sale of war bonds
fostered an expansion of the money supply in excess of the growth of production.

(6) Prices fell sharply after the end of World War I and remained stable for the
remainder of the 1920s. Stock prices were an important exception. Fueled by
the postwar boom, these prices rose to unprecedented heights, before crashing
down in October 1929. The depression that followed was by the far the worst
in American history. Just as it had in previous downturns, the price level fell
sharply between 1929 and 1933. Money wages also fell, but not as much as
prices. Real output per capita decreased, and unemployment soared to nearly
a quarter of the labor force in 1933. Prices began to recover after bottoming out
in 1932, but fell again when the economy again went into decline late in the
decade. In 1940, on the eve of U.S. entry into World War I, the price level was
lower than it had been in 1930, and lower still than in the 1920s.

(7) With the entry into the war, the nascent economic recovery accelerated,
and unemployment, which had stood at nearly 15% in 1940, declined sharply.
The war effort put severe upward pressure on prices that, officially at least, was
checked through the imposition of wage and price controls in 1942. Unoffi-
cially, price rises exceed those recorded by the government: black market activ-
ity was rampant, and black market prices do not figure into the official price
indexes of the period. After controls were lifted in 1946, the price level rose
rapidly, reaching a level in 1950 slightly more than double the level in 1940.

(8) Since 1950, the American economy has experienced a steady and substan-
tial rise in price level, although the rate of increase — the inflation rate — var-
ied across decades. Consumer prices rose by 23% in the 1950s and by another
31% in the 1960s. These increases were sufficient to prompt the Republican
administration of President Richard Nixon to impose wage and price controls
from 1971 to 1974. In the end, however, the controls did little to stem rising
prices, particularly after an international oil embargo in 1973—1974 caused a
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sharp spike in energy prices. By the end of the decade, the price level had risen
a stunning 112% over the level prevailing in 1970. The price level continued
to rise in the 1980s and 1990s but at a much reduced pace. By the end of the
1990s, the cumulative effects of post-1950 increases in the price level were such
that one 1999 dollar purchased the equivalent of $0.19 in 1950 prices.

(9) Information on prices is routinely collected by government agencies and by
the private sector. At the federal level, much of the responsibility is entrusted to
the Bureau of Labor Statistics and the Bureau of Economic Analysis. Indexes
produced by these agencies are published regularly in government documents
such as Statistical Abstract of the United States and on-line at agency Web
sites. For historical price indexes, readers are directed to the various editions
of Historical Statistics of the United States. [3]

Vocabulary
abrupt /adj/ sudden and unexpected
an abrupt change of plan
boom /n/ a quick increase of business/economic activity

The boom has created job opportunities.
chart /v/ to record information about a situation or set of events over
a period of time, in order to see how it changes or develops
Scientists have been charting temperature changes in the oceans.
embargo /n/ an official order to stop trade with another country
an embargo on wheat exports
foster /v/ to help a skill, idea etc. develop over a period of time
The bishop helped foster the sense of a community embracing all
classes.
moderate /v/ to make smth less extreme or violent, or to become less extreme
or violent
We agreed to moderate our original demands.
per capita /adj/ used to describe the average amount of smth in a particular place,
calculated according to the number of people who live there
the country’s per capita income
rampant /adj/  if smth bad, such as crime or disease, is rampant, there is
alot of it and it is very difficult to control
Pickpocketing is rampant in the downtown area.
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