Summary of Chapter 5

1. The Great Depression and the Rise of Keynesianism
After the Great Depression of the 1930s and the Second World War, many people lost trust in free markets. Governments were expected to:
· intervene in the economy, 
· manage aggregate demand, 
· expand welfare policies, 
· and maintain employment and economic stability. 
These ideas were strongly influenced by John Maynard Keynes. 

2. The Bretton Woods System (1944)
In 1944, representatives from 44 countries met at the Bretton Woods Conference to establish a new international monetary system.
Key features included:
· the US dollar being fixed to gold ($35 per ounce), 
· the dollar becoming the world’s reserve currency, 
· the creation of the IMF, 
· the establishment of the World Bank, 
· and later the creation of GATT to promote free trade. 
The main objective was to create economic stability and prevent another global depression.

3. The Cold War and the Expansion of the IMF
During the Cold War, the Soviet Union refused to participate fully in the IMF because of concerns about Western control.
Later:
· African independence movements, 
· and the collapse of communism
greatly expanded IMF membership and influence. 


4. The Collapse of the Bretton Woods System
By the 1950s and 1960s, the United States began experiencing balance-of-payments deficits and pressure on its gold reserves.
In 1971, President Richard Nixon ended the convertibility of the dollar into gold (“closing the gold window”), which led to the collapse of the Bretton Woods system in 1973. 

5. Stagflation in the 1970s
The 1970s were characterised by:
· rising inflation, 
· increasing unemployment, 
· and economic stagnation. 
This period, known as “stagflation,” weakened confidence in Keynesian policies. 

6. The Rise of Neoliberalism
Economists such as Milton Friedman and Friedrich Hayek promoted neoliberal ideas, arguing that:
· markets are more efficient than governments, 
· state intervention should be minimized, 
· privatization and deregulation should be expanded. 
These policies became dominant in the late 1970s and 1980s, especially under:
· Margaret Thatcher in the UK, 
· and Ronald Reagan in the US. 

7. IMF, World Bank, and the Washington Consensus
During the 1980s, the IMF and World Bank imposed structural adjustment policies on developing countries in exchange for loans.
These reforms included:
· privatisation, 
· trade liberalisation, 
· reduced government spending, 
· financial deregulation, 
· and anti-inflation policies. 
This policy framework became known as the “Washington Consensus.” 

8. Globalisation and Structural Changes
We discussed major structural transformations in the global economy:
· globalisation of production, 
· expansion of multinational corporations, 
· increased mobility of financial capital, 
· corporate restructuring, 
· and the rise of flexible and insecure labour markets. 
· 
Overall:
· the post-war international order was initially based on Keynesian state intervention and economic regulation, 
· but after the crises of the 1970s, neoliberal free-market policies became the dominant global economic model.

