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From the London End 

Prosperity and Danger Signals for the British Economy 
The First Half of 1954 

THE 1953 trend has continued 
in the first six months of this ' 

year. Industrial production, which 
re-established its upward move
ment in the early months of 1953, 
continued to rise; foreign trade and 
payments position continued to 
improve in spite of the recession in 
the Uni ted States; and internal 
consumption has remained high. 
In short, prosperity conditions have 
been the characteristic features of 
the British economy over the past 
six months. A n d yet w i th in this 
very favourable picture there ran 
be discerned certain tendencies 
which , if they persist, can spell 
danger for the country. These in 
part icular are, firstly, the changing 
pattern of Britain's foreign trade in 
the face of the easier supply posi
t ion throughout the industrialised 
parts of the wor ld , and secondly, 
the tendency for retail sales to 
taper off from recent peak levels, 
leading to rising inventories in the 
retail and wholesale trades. 

The most, encouraging feature is 
the rise in industrial output. The 
index figure for May shows that 
total production for the second 
month in succession was higher 
than it has ever been. On average 
the output in the first five months 
of this year was about 7 per cent, 
higher than in the same period 
last year. Although these increases 
were heavily concentrated in the 
metal using industries, this trend 
was not absent in the textile indus
t ry—which , as in the past, conti
nues to remain the most buoyant 
of al l the sectors in the economy. 
T h e motor car industry and the 
durable consumer goods sectors of 
the engineering trades remain the 
most prominent of the prospering 
industries. 

The most disappointing sector, 
and one which may well be critical, 
is that of coal production. Com
pared to an average output of about 
4,750 thousand tons per month in 
the first quarter of 1954, the ave
rage in the second quarter fell to 
about 4,400 thousand tons, which 
is well below the 1953 average. 

Along w i t h rising output, em
ployment has also risen, though not 
at the same rate. In other words 
there has been an increase in labour 
productivity, the extent of which is 
not easy to calculate. Compared 

wi th a year earlier, the number in 
civi l employment in May 1954 (at 
22.43 mi l l ion) was about 1 per cent 
higher than twelve months ago. 
The increase in employment was, 
as was to be expected, more heavy 
in manufacturing (about 3 per 
cent). It can be estimated very 
roughly that productivi ty pa work
er rose by about 4 per cent between 
May 1953 and M a y 1954. 

This fairly satisfactory perform
ance is to be contrasted wi th the 
widespread apprehension about 
repercussions of the American reces
sion. The figures for the first quar
ter of 1954 show, according to the 
Economic Bulletin for Europe, that 
both the production and the volume 
of imports of the United States fell 
by about 8 per cent below the first 
quaiter of 1953, or about the same 
change in both as in the 1949 re
cession. In contrast to the 1949 
experience, however, the recent fall 
in the value of US imports has 
been no greater than that in the 
volume, it is one of the most un
usual features of the recession that 
it has had no significant effect on 
the general level of either domestic 
or import prices in the Uni ted 
States. 

The ECE ascribes this overall 
stability to divergence in price 
movements, fall in some and rise in 
others, and to the fact that prices 
had already fallen from the post-
Korean peak level before the US 
recession. The data available, 
however, is not sufficient, to explain 
fully the causes for these unusual 
developments. In the current issue 
of the British Treasury Bulletin for 
Industry, the lower Uni ted States 
imports are analysed. Since there 
is a close correspondence between 

commodities and countries, the 
that American imports of coffee , 
cocoa and petroleum products were. 
higher reflected that Brazil, Vene
zuela and Africa as a whole earned 
more dollars than a year ago. On 
the other hand, the value of copper, 
t in , rubber, wool and wood pulp 
imports fe l l : so Asia, the Argentine, 
Chile and Canada have been earn
ing fewer dollars. In other words 
Europe was hardly disturbed by the 
goings-on in America. This is not 
to question, however, the ECE 
thesis that this unusual stability was 
the outcome of a combination of 
some price rises (as for coffee and 
cocoa) and some price falls (rub
ber, t in and wool ) , or that the fact 
that before the recession started 
commodity prices had already fallen 
back from the peaks reached after 
the outbreak of hostilities in Korea, 
may have something to do w i t h 
their greater strength at present. 

US ACTIVITY NO LONGER 
THE DECISIVE FACTOR 

We can generally discern three 
reasons for the dollar problem not 
having made another appearance in 
spite of the fall in United States 
imports by about $230 mi l l ion be
tween the first quarter of 1953 and 
the first quarter of this year. First, 
dollar earnings of European coun
tries from U.S. offshore orders and 
other mil i tary expenditure have 
continued on a high level. Such 
expenditure in Western Europe i n 
creased from $255 in to $272 m in 
the year under consideration. 
Secondly, and more significantly, 
imports by Europe and Britain in 
particular from dollar sources have 
been reduced: the reduction being 
not the consequence of increased 
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