Paper 4 — Depth Study

Questions 7 and 5: The History of the USA, 1945-1990

7

How successful was Reaganomics? [30]

Mark scheme

7

How successful was Reaganomics? [30]

Reaganomics was the economic policy associated with President Reagan. It involved a mixture
of supply side economics and monetarism. Supply side economics focused on the supply side
of the economy rather than demand. It meant removing the obstacles to increasing the supply of
goods and ensuring more competition between companies. These obstacles included high direct
taxes, especially on the rich, restrictive practices, especially by labour unions, and excessive
public expenditure on welfare. Monetarism meant control of money supply to curb inflation,
which in 1979-80 was very high. In general, Reaganomics opposed Keynesian economics, which
had been economic orthodoxy since the 1940s. Keynesian economics focused on the demand
side of the economy, aiming to ensure economic growth by means of public expenditure and
levels of taxation. It was an approach which by 1980 seemed to have failed, resulting only in
stagflation.

The most dramatic illustration of Reaganomics was Reagan’s decision in August 1981 to sack
some 11 000 striking air traffic controllers, showing how far he was prepared to go in attacking
the power of labour unions. His federal budget of the same year reduced higher-rate income
taxes as well as welfare entitiements. However, it also increased defence expenditure at a time of
the Second Cold War. Thus the Reagan Presidency ran an increasingly large budget deficit,
which did not fit traditional fiscal orthodoxy. Inflation fell in the 1980s but not because the
government limited the supply of money. Monetarism was soon abandoned — if it was ever
practical. Instead, an initial recession of the early 1980s had resulted in falling prices, a trend
accelerated by falling oil prices after the second oil price crisis of 1979-81. By the mid-1980s, the
US economy was growing again. Reagan could claim a success for his economic policy, for
breaking with Keynesianism. In reality, especially via his hugely expanded defence budget,
Reagan had acted to increase demand for US goods and services.
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Example candidate response — high, continued
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Example candidate response — high, continued
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Examiner comment — high

This started sensibly and immediately started to gain credit. The term ‘Reaganomics’ was defined and
reasons for this economic policy was included in the answer. There was not too much initial detail and there
were indications of balance as well. The second paragraph was a little too descriptive; there was a need to
make the point more firmly and link it directly to the possible success/failure issue. The section on the
recession of 1982 was well done, as were the comments on the ‘trickle down’ effect (or intention). There
was consistently good focus in this answer and a good level of comment and understanding which lifted it
just into Level 5. For the very top marks there needed to be greater depth and more emphasis in the answer
on the degree of ‘'success’ attained.

Mark awarded = 25 out of 30
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Example candidate response — middle
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Example candidate response — middle, continued
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Examiner comment — middle

This was a brief, but quite good response which started with a clear definition. More reflection on the criteria
by which successes could be judged would have been helpful. The first paragraph looked at how
Reaganomics could be seen as a success whilst the second considered how it could be seen to have failed.
In both cases relevant points were made, but what kept this response at a middle level was the shortage of
relevant points and supporting detail. While the response was convincing and it was clear that the candidate
fully grasped the topic there are questions about how ‘deep’ the study has been. The whole answer was
relevant and accurate, but it was too brief and undeveloped. To improve this essay needed more points and
supporting facts whilst sustaining the focus and analysis needed to answer the question.

Mark awarded = 23 out of 30
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Assess the reasons why the 1950s were a period of economic growth. [30]

Mark Scheme

5

Assess the reasons why the 1950s were a period of economic growth. [30]

The reasons why the 1950s were a period of economic growth include both international and
domestic factors. The former included the comparative trade advantage that the USA had gained
as a result of the Second World War. After 1945, the USA produced 60% of the world's
manufactured goods. The needs of the economies of western Europe and Japan, rebuilding after
the war, provided markets for US goods. The growth in trade was further encouraged by the
reduction of national tariffs on foreign imports following the establishment of GATT [General
Agreement on Tariffs and Trade] in 1847. By 1960, there had been four GATT agreements to
reduce tariffs. In addition, the onset of the Cold War further stimulated American economic
growth, especially following the Korean War of 1950-53.

By 1960, the US defence expenditure was almost three times what it had been in 1950 — and that
is in real terms. The Cold War in space following the launch of the first sputnik in 1957 further
stimulated federal expenditure; NASA was formed in 1858. These external developments were
supplemented by domestic factors such as increased social expenditure, e.g. on education,
especially via the extension of the 1844 G | Bill in 1952, Within the USA, full employment enabled
families to spend more money on new consumer goods, the most obvious of which were
televisions.
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Examiner comment — low

.\

This answer had a poorly developed opening paragraph. Answers which achieved higher marks identified a
range of reasons and reflected on which might have been the most significant and why. Some argued that
the factors which were important in the early fifties later declined in significance and others eventually
replaced them as drivers of growth. The section in the first paragraph about the ‘dip’ after the war gained no
credit as it was not relevant. There were valid points about the growth of defence spending as a result of
NSC-68 and the Korean War and the Marshall Plan, but no attempt was made to assess these or reflect on
their actual importance. There was an absence of any statistical evidence to back up points. The section
about the American family had limited relevance and the reason why women were staying at home was
linked to economic growth was not explained. Major points about interstate highways and motor
manufacturing were not included.

The essay consisted of a limited list of reasons which were not evaluated. It could have included a much
wider range of factors, considered and supported with more relevant detail. It could also have included an
attempt to assess those factors and indicate which were the most important, when and why.

Mark awarded = 13 out of 30
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