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1. For many years following World War II, successive governments extended state participation in the economy,

but this trend was decisively reserved in the 1980s by a series of denationalization programs, and determined
efforts were then made to reduce the -regulatory burden placed on business. The present Government believes that
Investment ;:Iecisions are best left to the marketplace without government interference. All the major political
parties now recognize the importance of the enterprise economy, and government ownership is at present limited
virtually to the central bank and postal services, state-owned enterprises in these areas having various exclusives
right. Health, education, and local government services are dominated by the pubic sector, although mény services
are subcontracted to the private sector in each of these areas. (6 points)
2. While the higher IMF estimates may be better yardsticks of economic progress they have also aroused Third
World concern that some hard-present developing nations may suddenly be seen as too well-off to receive needed
- World Bank loans. Under current rules, only coﬁntries with a per capital CDP of less than $765 qualify for 35-year
I | | i'nterést-free loans, the most favorable terms available. World Bank officials insist that they have no plans to
change their own measuring techniques to match the IMF’s revised numbers. So the worries in some countries may
be justified.(7ponints)
o 3. Happiness lies not in the mere possession of money; it lies in the joy of achievement, in the thrill of creative
effort. The joy and moral stimulation of work no longer must be forgotten in the mad chase pt-” evanescent profits.
These dark days will be worth all they cost us if they teach us that our true destiny is not to be ministered unto but
to minister to ourselves and to our fellow men.

Recognition of the falsity of material wealth as the standard of success goes hand in hand with the
abandonment of the false belief that public office and high political position are to be values only by the standards
of pride of place and personal profit; and there must be an end to a conduct in banking and in business which too
often has given to a sacred trust the likeness of callous and selfish wrongdoing.

Small wonder that confidence languishes, for it thrives only honesty, on honor, on the sacredness of
obligations, on faitl{ﬁll protection, on unselfish performance; without them it cannot live.(15 points) :
4. Much of the language used to describe monetary policy, such as “steering the economy to a soft landing” or “a
touch on the brakes”, makes it sound like a precise science. Nothing could be further from the truth. The link
between interest rates and inflation is uncertain. And there are long, variable lags before policy changes have any
effect on the economy. Hence the analogy that likens the conduct of monetary policy to driving a car with a
blackened windscreen, a cracked rear-view mirror and a faulty steering wheel.

Given all these disadvantages, central bankers seem to have had much to boast about of late. Average inflation
) in the big seven industrial economies fell to a mere 2.3% last years, close to its lowest level in 30 years, before

rising slightly to 2.5% this July. This is a long way below the double-digit rates which many countries experienced
in the 1970s and early 1980s. (12 points)



