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The Oil Crisis
(970)
(971)
The Bill Comes Due
(972)
Failing Productivity
Combination of rising prices and unemployment, economists call “stagflation”, unemployment at 9%, rate of growth slowing down
Inflation reaches double digit numbers, US reaches turning point in economic history, standard of living drops to 5th place in world
In October 1973, gas prices double during shortage, gas tank locks are made to prevent thieves from siphoning gas, states start rationing
US outstrips domestic oil reserves in 1950s, by 1973 nation imports one-third of total crude oil from the Middle East
Prices stable in conflicts begin, Arab nations angry US helped Israel
Organization of Petroleum Exporting Countries (OPEC) declares increase in world oil prices, cartel of mainly Arab oil producers
After Yom Kippur War of 1973, OPEC begins embargo against Israeli allies, lasts until 1974 – largest shortage of energy since World War II
Motorists blame Arabs and U.S. oil companies, suspicious that companies are wildly inflating prices, skepticism grows rapidly
Oil crisis plays major role in economic downturn in 1974 and 1975
Department of Energy created in 1977, Nixon imposes energy conservation measures: lowers speed limit to 55, extends daylight savings into the winter, orders 10% reduction in air travel
All energy prices rise during embargo, inflation rises to 13.5% by 1980
Middle-class life more difficult to live, impossible for younger families
US fails to keep up with industrial efficiency of Japan/Europe, entire sectors of industry die because of little incentive to update machinery
Production of steel drops from 60% to 16% by 1975, similar trends occur in sales of automobiles, quality of cars drops as well
In high-tech, US barely competes against Japanese appliances
Many corporations begin “outsourcing”, producing goods abroad and importing them into the US as semifinished material (lower tariff)
Others adopt model of labor-management relations to offer incentives to workers to improve quality/speed of production, not very successful

Industrial productivity increases very little between 1971 and 1972
Increased gasoline prices makes farming of grain more expensive, high interest rate on borrowed money makes farmers permanently in debt
Overseas sales decline, farmers default on loans and lose their farms
Land developers turn farms into suburban housing, only successful farmers are in corporate agribusiness, 12% control 90% of income
Blue Collar Blues
(973)
Sunbelt & Snowbelt
(974)
(975)
In past, unions respond to inflation by striking for higher pay
In 1970s, new legislation changes labor-management relations, National Labor Board favors management, AFL-CIO loses 30% of members

Growth in organized labor among public employees but local stage budgets sag because of inflation, lower revenues, and lower taxes
Number of wage-earning women increases, many two-income houses
Great majority in clerical and service trades, lowest wages prevail
Black women climb to lower level of job ladder, earn 95% of white
Hispanic women restricted to few poorly occupations, earn very little
Boston’s Nine to Five write Office Workers’ Bill of Rights
WAGE (Women Act to Gain Equality) and WU (Women United) pressure gov’t for stricter enforcement of antidiscrimination laws
Regional differences become more pronounced, Snowbelt (Midwest and Northeast) lose population/influence, Sunbelt (South, Southwest, and west coast) economy grows three times faster than rest of nation
By 1980, Sunbelt has population of 118 million, double of 1940
Cold war defense/Social Security helps Sunbelt states, many retirees in Florida, Arizona, and Southern California, Florida economy prospers
South witnesses changes in economy/population, agribusiness increases to meet demand of poultry, beef, frozen foods, large processing plants
Commerce flourishes, southern cities retain large black population
Southwest/West change dramatically, California becomes most populous state due to large-scale development and air-conditioning
Agribusiness giants turn California valleys to production of single crop
Silicon Valley created for computer industry, provides 500,000 jobs and billions in profit, defense technology companies last far after war ends
Surge in wealth sometimes temporary: a boom-and-bust economy
Economic assets unevenly distributed, Hispanics make little gains
Conservative Sunbelt states spend less on public housing, education, more on roads, sanitation systems for expanding suburbs
Snowbelt suffers population losses following sharp decline in industry
Philadelphia loses 14% of residents, 20% of jobs, increases municipal debt, crime rate rises 200%, city hospitals closed
Why did the sudden increase in energy costs affect the American economy so severely?

At the time of the OPEC embargo on America and other Israel allies, the United States had become incredibly dependent on energy. Oil was the main source of energy and the lack of it caused prices to shoot up. Anything that required energy to function became more expensive to use. Inflation rose to 13.5% by 1980 while unemployment hit a high of 9%. This deadly combination made it very difficult for middle-class Americans to budget their lives as prices shot up and the number of jobs fell. 
