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Economic growth was indeed the most decisive force in the shaping of attitudeg
and expectations in the post-war era. The prosperity of the period broadened
gradually in the late 1940s, accelerated in the 1950s, and soared to unimaginap|e
heights in the 1960s. By almost any standards of measurement the post-war
economic power and affluence of the United States were indeed amazing. With

7 per cent of the world’s population in the late 1940s, America possessed 42 per
cent of the world’s income and accounted for half of the world's manufacturing
output. American workers produced 57 per cent of the planet's steel, 43 per

cent of electricity, 62 per cent of ail, 80 per cent of automobiles. Dominating the
international economy like a colossus, it had three-quarters of the world's gold
supplies. Per capita income in the United States in mid-1949, at $1450, was much
higher than in the next most prosperous group of nations. Social stability also
seemed fairly well assured for Americans in the post-war era.

Adapted from Grand Expectations: The United States 1945—19;;;
by James T. Patterson [Oxford University Press, 199¢)

The military budget became the sponge which absorbed excess industrial
capacity, thereby putting a floor under the capitalist economy. The Pentagon's
annual 8 to 10 per cent of GNP provided the critical break-even point of
economic stimulus that made the rest of the economy viable. As a multiplier
stimulating business, defense spending exceeded virtually all others. By 1967,
defense contractors were using $15 billion in government-owned property to
realise some of the highest profits on their own investment in recorded United
States history. It was the big-business sector that benefited most from the new
bonanza. California was by far the greatest recipient of contracts, but New York
and eventually Texas were almost as dependent on military contracts.

Adapted from Main Currents in Modern American History
by Gabriet Kolko (Pantheon, 1984]

The behavior of the US economy in the 1970s defied the expectations of
nearly all conventional economists, Inflation, the scourge of the Great Society,
stubbornly hovered at around 6 per cent. Still worse, unemployment rose
steadily, from 3.8 per centin 1968 to over & per cent in 1971 According

to orthodox economic theories, prices should decling, or at least not rise
when workers lose their jobs. Experts in the early seventies could describe
stagflation, but they could not explain it. In later years economists identified
some of the reasons for it: the baby baomers had begun to reach maturity
and were thus spending more on consumer goods; there was an increased
proportion of entry-level workers in the work force; the United States faced
increased competition from the revived economies of Germany and Japan;
the Vietnam War had had an inflationary effect on the economy. But even if
economists and government officials had seen these problems clearly at the
time, they could have done little about them.

Adapted from Present Tense: the United States Since 1945 by Michael Schaller,
Virginia Scharff & Robert Schulzinger (Houghton Mifflin, 1996)
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Using your understanding of the historical context, assess how convincing the
arguments in Extracts 1, 2 and 3 are in relation to post-war prosperity in the
United States.



