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The 1970s were a pivotal decade for the global economy, marked by significant changes, economic
challenges, and transformations that continue to influence economic thought and policy today. This
document explores the economic landscape of the seventies, highlighting key events, trends, and their
lasting impact on both the United States and the world.

One of the defining features of the seventies was the oil crisis. In 1973, the Arab members of the
Organization of Petroleum Exporting Countries (OPEC) implemented an oil embargo in response to the
Yom Kippur War, leading to a sharp increase in oil prices. This crisis had a profound impact on the global

triggering stagflati a unique combination of stag economic growth and high inflation.
It challenged conventional economic wisdom, as policymakers grappled with the notion that both

inflation and ployment could rise simul ly, defying the Phillips Curve.

In the United States, the Federal Reserve's response to these challenges was marked by a focus on
inflation control. Paul Volcker, appointed as Chairman of the Federal Reserve in 1979, implemented a
tight monetary policy aimed at curbing inflation. This policy, while successful in reducing inflation, also
contributed to a severe recession in the early 1980s.

Paul Volcker's tenure at the Federal Reserve was a defining moment in central banking history. His
commitment to fighting inflation through tight monetary policy became known as the "Volcker
Revolution." By raising interest rates to historic highs, he effectively broke the back of inflation but at
the cost of a sharp economic downturn. This period marked a shift away from Keynesian economics
towards monetarism, emphasizing the role of money supply in controlling inflation.

The seventies also saw significant develop in international trade and globali The United
States abandoned the Bretton Woods system in 1971, ending the convertibility of the dollar into gold
and ushering in an era of floating exchange rates. This shift had far-reaching implications for
international trade, as currency values became more volatile, affecting export competitiveness and
trade balances.
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