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The World Economy 

E c o n o m i c c o m m e n t a t o r s a n d 
p o l i t i c i a n s h a v e p r o c l a i m e d a 
w o r l d e c o n o m i c r e c o v e r y . The 
e v i d e n c e i n s u p p o r t of t h i s 
c o n c l u s i o n i s somewhat s p a r s e a t 
p r e s e n t . The OECD's l e a d i n g 
i n d i c a t o r f o r o u t p u t t u r n e d 
u p w a r d s i n t h e l a t t e r h a l f of 
1 9 8 2 , a n d a r e c o v e r y o f 
i n d u s t r i a l p r o d u c t i o n h a s b e e n 
e v i d e n t i n s o m e of t h e m a j o r 
e c o n o m i e s s i n c e t h e t u r n of t h e 
y e a r . W i t h f ew e x c e p t i o n s 
u n e m p l o y m e n t h a s c o n t i n u e d t o 
i n c r e a s e and r e a l i n t e r e s t r a t e s 
r e m a i n a t h i s t o r i c a l l y h i g h 
l e v e l s , n o m i n a l r a t e s h a v i n g 
f a i l e d t o m a t c h t h e r a p i d 
d e c e l e r a t i o n i n p r i c e i n f l a t i o n . 
The s a f e s t c o n c l u s i o n i s t h a t t h e 
t r o u g h of t h e wor ld r e c e s s i o n h a s 
b e e n p a s s e d , b u t t h a t a r a p i d 
r e c o v e r y over t h e nex t y e a r i s a t 
p r e s e n t b a s e d more on w i s h f u l 
t h i n k i n g t h a n on hard a n a l y s i s . 

LEADING INDICATORS 

OECD Total 

OECD Europe 

The d i a g n o s i s o f r e c o v e r y i s 
c o r r o b o r a t e d by r e c e n t t r e n d s in 
t h e OECD's c o m p o s i t e l e a d i n g 
i n d i c a t o r o f i n d u s t r i a l 
p r o d u c t i o n . T h i s i n d i c a t o r , 
which i s an amalgam of t r e n d s in 
b u s i n e s s c o n f i d e n c e , l a b o u r 
m a r k e t and f i n a n c i a l d a t a , has in 
t h e p a s t p r o v e d a r e l i a b l e g u i d e 
t o f u t u r e movements in i n d u s t r i a l 
o u t p u t . T h e i n d e x t u r n e d 
s h a r p l y u p w a r d s i n t h e l a t t e r 
h a l f of 1982 f o r b o t h t h e t o t a l 
OECD a r e a and f o r OECD-Europe . 

On p a s t b e h a v i o u r , a r e c o v e r y i n o u t p u t i s i m p l i e d f rom t h e e a r l y p a r t of 
y e a r , w i t h t h e r e c o v e r y f i r s t b e c o m i n g a p p a r e n t i n t h e US and 
l a t e r i n Europe . P r e l i m i n a r y e s t i m a t e s of t h e a c t u a l 
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OUTPUT 

the current 
some months later in 
industrial production in January and February support this thesis. 

l e v e l of 

The US A d m i n i s t r a t i o n now e s t i m a t e s t h a t GNP r o s e a t an annua l r a t e of 3^1% 
d u r i n g t h e f i r s t q u a r t e r of t h i s y e a r . A c c e l e r a t i n g g rowth i s f o r e c a s t f o r 
t h e r e m a i n d e r of 1 9 8 3 , w i t h a y e a r on y e a r r a t e of A.7% p r e d i c t e d f o r t h e 
f o u r t h q u a r t e r . The s t a r t of t h e r e c o v e r y i s now d a t e d t o t h e c l o s i n g 
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m o n t h s of 1982 when i n d u s t r i a l 
p r o d u c t i o n b o t t o m e d o u t h a v i n g 
f a l l e n by some 9% s i n c e t h e o n s e t 
o f t h e r e c e s s i o n i n 1 9 7 9 . 
G r o w t h i n o u t p u t was e s p e c i a l l y 
r a p i d i n t h e f i r s t two m o n t h s of 
t h i s y e a r w h e n i n d u s t r i a l 
p r o d u c t i o n r o s e by over 1.5% from 
i t s D e c e m b e r l o w . I n W e s t 
Germany t h e t r o u g h in o u t p u t was 
a l s o a p p a r e n t l y p a s s e d i n t h e 
l a s t months of 1982 w i t h a marked 
i n c r e a s e in i n d u s t r i a l p r o d u c t i o n 
i n J a n u a r y o f t h i s y e a r . 
However f o r e c a s t s f o r GNP g r o w t h 
i n G e r m a n y r e m a i n l o w , w i t h 
l i t t l e o v e r a l l i n c r e a s e e x p e c t e d 
on t h e 1 9 8 2 l e v e l . The z e r o 
g r o w t h f o r e c a s t s c o n c e a l a 
s l u g g i s h f i r s t s i x m o n t h s t o be 
f o l l o w e d by a c o n s i d e r a b l y h i g h e r 
l e v e l of a c t i v i t y i n t h e l a t t e r 
h a l f of t h i s y e a r . B u s i n e s s 
c o n f i d e n c e i n Ge rmany h a s been 
buoyed by t h e e l e c t i o n of Dr Kohl 
a s C h a n c e l l o r i n h i s own r i g h t , 
and by f a v o u r a b l e t r e n d s i n t h e 
b a l a n c e o f p a y m e n t s a n d i n 
i n f l a t i o n . By c o n t r a s t t h e 
J a p a n e s e e c o n o m y r e m a i n s 
d e p r e s s e d , w i t h a c o n t i n u i n g f a l l 
i n i n d u s t r i a l p r o d u c t i o n d u r i n g 
t h e f i r s t two m o n t h s of 1 9 8 3 . 
The o f f i c i a l f o r e c a s t of g r o w t h 
f o r t h i s y e a r r e m a i n s a t 3.4%. 
A s t i m u l u s was i m p a r t e d t o t h e 
e c o n o m y i n e a r l y A p r i l by 
m e a s u r e s t o a c c e l e r a t e p u b l i c 
i n f r a s t r u c t u r a l i n v e s t m e n t and t o 
b o o s t t h e c o n s t r u c t i o n s e c t o r . 

INFLATION 
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The d o w n w a r d t r e n d i n i n f l a t i o n 
h a s c o n t i n u e d i n t o t h e p r e s e n t 
q u a r t e r . I t s m o s t v i s i b l e 
m e a s u r e , c o n s u m e r p r i c e s , h a s 
d e c e l e r a t e d m a r k e d l y in r e c e n t 
m o n t h s , a v e r a g i n g an i n c r e a s e of 
5.7% in t h e y e a r t o F e b r u a r y f o r 
t h e w h o l e OECD a r e a . Fo r t h e 
European members t h e a v e r a g e r a t e 
of i n c r e a s e was c o n s i d e r a b l y more 
r a p i d a t 8.0%. I n f l a t i o n s t i l l 
r e m a i n s a m a j o r p r o b l e m i n some 
of t h e EEC member s t a t e s , whose 
a v e r a g e a n n u a l e x p e r i e n c e of 6.8% 
c o n c e a l s G r e e k i n f l a t i o n o f 
21 .2%, F r e n c h of 9.2% and German 
of 3 . 7 % . O u t s i d e o f E u r o p e , 
c o n s u m e r p r i c e s h a v e b e e n 
i n c r e a s i n g a t a s l o w e r a n n u a l 
r a t e i n J a p a n ( 1 . 9 % ) a n d t h e 
U n i t e d S t a t e s ( 3 . 3 % ) . 
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The rate of increase of wholesale prices has slowed, though here the 
deceleration has been less marked and there have been signs of a slight 
upturn in the US annual rate in the early months of this year. However, 
recent months have witnessed a fall of the order of 14% in the dollar price 
of crude oil whose effects will moderate any upsurge in producers prices if 
the recovery gathers pace. 

The marked deceleration in consumer price inflation has not been paralleled 
by a comparable slowdown in the rate of increase of nominal earnings which 
increased by almost 3? more than consumer prices for the whole OECD area in 
the year to February. With the major exception of France, where a strict 
incomes policy is in force, money earnings have increased more rapidly than 
consumer prices in the past year. Real incomes have grown steadily for 
those in employment and this has been reflected in a sharp recovery in the 
volume of retail sales in most of the major economies since the middle of 
1982. Spending on consumer durables and cars appears to have been 
particularly strong as purchases deferred from earlier periods have 
belatedly been made. 

UNEMPLOYMENT % OF TOTAL LABOUR N.Aiperica 
SEASONALLY ADJUSTED A 

.OECD 
Europe 

Total 

Japan 

U n e m p l o y m e n t t r e n d s h a v e been 
much l e s s e n c o u r a g i n g t h a n t h o s e 
in o u t p u t o r i n f l a t i o n . A lone 
amongs t t h e major e c o n o m i e s , on ly 
i n t h e U n i t e d S t a t e s h a s t h e 
l e v e l of unemployment a p p a r e n t l y 
r e a c h e d i t s p e a k , w i t h a s h a r p 
f a l l i n t h e s e a s o n a l l y a d j u s t e d 
t o t a l a t t h e t u r n of t h e y e a r . 
E l s e w h e r e , t h e t r e n d h a s 
c o n t i n u e d u p w a r d s t h o u g h w i t h 
some e v i d e n c e of a s l a c k e n i n g in 
t h e r a t e of i n c r e a s e . None of 
t h e m a j o r e c o n o m i e s e x p e c t s a 
s u s t a i n e d f a l l i n t h e numbers ou t 
o f w o r k i n t h e c o m i n g y e a r . 

P o l i c y m a k e r s w o u l d be w e l l s a t i s f i e d t o h o l d c u r r e n t l e v e l s , and i n many 
c a s e s t h i s w o u l d be a c o n s i d e r a b l e a c h i e v e m e n t . The c y c l e i n e m p l o y m e n t 
l a g s t h a t i n o u t p u t . In p a s t c y c l e s a l a g of 6-9 months b e f o r e an i n c r e a s e 
i n o u t p u t was r e f l e c t e d i n a d d i t i o n a l e m p l o y m e n t was t h e o r d e r of t h i n g s . 
T h i s t i m e t h e l a g may be m a r k e d l y l o n g e r . The d e p t h of t h e r e c e s s i o n h a s 
been such t h a t many f i r m s no l o n g e r e x i s t and c a n n o t t h e r e f o r e s imp ly r e h i r e 
t h o s e l a i d o f f a t an e a r l i e r s t a g e of t h e c y c l e . 

1978 1979 1980 1981 1982 1983 

UNEMPLOYMENT 

PROGNOSIS 

The one thing this recovery does not lack is confidence. Surveys of 
business opinion in all the major economies reveal a greater level of 
optimism amongst the business community than at any time since 1979. But 
confidence alone is not adequate for a sustained recovery though it 
certainly helps. Two constraints stand in the way of a worldwide upturn: 
real interest rates remain high and the response of governments to any 
acceleration of inflation remains unknown. The downward rigidity of 
nominal interest rates bears witness to the financial markets' belief that 
present low levels of inflation are not sustainable, yet if governments 
react to the expected mild acceleration of inflation in the latter half of 
this year with the policies of the recent past no significant recovery is 
likely. 
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The U.K. Economy 

MACRO-ECONOMIC TRENDS 
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Al l t h e major 
i s a t i o n s now 
r a p i d g r o w t h by UK 
d u r i n g t h e c u r r e n t 
r e c e n t m o n t h s t h e r e 
t e n t a t i v e s i g n s of an 
f a l l i n i n d u s t r i a l 
a p p e a r s t o h a v e b e e n 

f o r e c a s t i n g o r g a n -
e x p e c t r e a s o n a b l y 

s t a n d a r d s 
y e a r . In 

h a v e b e e n 
u p t u r n . The 
p r o d u c t i o n 

a r r e s t e d i n 
t h e f i r s t t w o m o n t h s of t h i s y e a r 
and t h e CBI s u r v e y of b u s i n e s s 
o p i n i o n in A p r i l r e c o r d e d a more 
o p t i m i s t i c o u t l o o k on t h e p a r t of 
B r i t i s h f i r m s t h a n h a s b e e n t h e 
c a s e f o r s e v e r a l y e a r s . R e t a i l 
p r i c e i n f l a t i o n has c o n t i n u e d t o 
d e c e l e r a t e . So t o o have e a r n i n g s , 
t hough t h e r e t h e d e c e l e r a t i o n h a s 
been much l e s s marked . Numbers 
of new c a r r e g i s t r a t i o n s , h o u s i n g 
s t a r t s a n d t h e v o l u m e o f 
c o n s u m e r s ' e x p e n d i t u r e i n t h e 
e a r l y m o n t h s of t h i s y e a r h a v e 
b e e n r u n n i n g w e l l a b o v e t h e 
l e v e l s of t h e l a s t few y e a r s . 
H o w e v e r , i t i s n o t c o m p l e t e l y 
c l e a r t h a t t h i s i s t h e s t u f f of 
which s e l f - s u s t a i n i n g r e c o v e r i e s 
a r e made. C o n s i d e r t h e v a r i o u s 
i n d i c a t o r s : 
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Manufacturing 

The i n d e x o f i n d u s t r i a l p r o 
d u c t i o n f o r t h e t h r e e m o n t h 
p e r i o d December 1982 t o F e b r u a r y 
1983 was some 2.4% h i g h e r t h a n a 
y e a r e a r l i e r . But t h e i n d e x of 
o u t p u t f o r t o t a l m a n u f a c t u r i n g 
was a c t u a l l y 0 . 2 ? l o w e r o v e r t h e 
same p e r i o d . Though p r a c t i c a l l y 
a l l s e c t o r s o f m a n u f a c t u r i n g 
r e c o r d e d some g r o w t h i n o u t p u t 
over t h e l e v e l s of t h e p r e c e d i n g 
t h r e e m o n t h s , o n l y in food , d r i n k 
and t o b a c c o , and i n c h e m i c a l , 
c o a l and p e t r o l e u m p r o d u c t s was 
t h e l e v e l of o u t p u t above t h a t of 
a y e a r p r e v i o u s l y . S i m i l a r 
a p p a r e n t r e c o v e r i e s i n o u t p u t 
o c c u r r e d i n t h e a u t u m n of 1981 
and t h e summer of 1982. N e i t h e r 

was s u s t a i n e d . T h i s t i m e t h e r e a r e s i g n i f i c a n t d i f f e r e n c e s howeve r . The 
CBI I n d u s t r i a l T r e n d s E n q u i r y r e c o r d e d a b a l a n c e of 19% of r e s p o n d e n t s i n 
m a n u f a c t u r i n g i n d u s t r y who e x p e c t e d t h e i r volume of o u t p u t t o i n c r e a s e over 
t h e n e x t f o u r m o n t h s . By c o n t r a s t t h e s u r v e y s of November 1981 and J u l y 
1982 t a k e n a t t h e t i m e of p r e v i o u s " r e c o v e r i e s " r e c o r d e d b a l a n c e s of 
r e s p o n d e n t s e x p e c t i n g t o expand o u t p u t of 1? and -3? r e s p e c t i v e l y . There 

RAI 
rin~m_rT" 

1981 

- i — i — i i i - i i i — i — r — T " T 

1982 1983 
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i s an e x p e c t a t i o n d o m e s t i c a l l y t h a t t h i s u p t u r n w i l l be s u s t a i n e d . T h i s 
was n o t t h e c a s e p r e v i o u s l y . The e x t e r n a l e n v i r o n m e n t i s a l s o s o m e w h a t 
more f a v o u r a b l e t o r e c o v e r y t h a n ove r t h e p r e v i o u s two y e a r s ( s ee t h e World 
Economy). 

The r a t e of i n f l a t i o n i n B r i t a i n f e l l t o a f i f t e e n y e a r low of 4.6% in 
A p r i l . T h i s i s somewhat below t h e a v e r a g e f o r t h e EEC c o u n t r i e s and f o r 
OECD member s t a t e s , t h o u g h t h e r e h a s been a p r o n o u n c e d d e c e l e r a t i o n of 
i n f l a t i o n i n a l l t h e m a j o r W e s t e r n e c o n o m i e s w i t h t h e e x c e p t i o n of F r a n c e 
a n d I t a l y . The f a l l i n t h e a n n u a l r a t e of i n f l a t i o n h a s n o t b e e n 
a c c o m p a n i e d by a c o m p a r a b l e f a l l i n n o m i n a l i n t e r e s t r a t e s i n B r i t a i n . 
C o n s e q u e n t l y r e a l i n t e r e s t r a t e s have r ema ined i n t h e r e g i o n of 5%. 

High r e a l i n t e r e s t r a t e s and t h e 
weakness of t h e d o m e s t i c economy 
h a v e d e t e r r e d c o m p a n i e s f r o m 
r e p l a c i n g o r e x p a n d i n g t h e i r 
c a p a c i t y . T h i s h a s b e e n p a r t i 
c u l a r l y t r u e of m a n u f a c t u r i n g 
where f i x e d i n v e s t m e n t slumped to 
£636m i n t h e f i n a l q u a r t e r of 
1 9 8 2 , one of t h e l o w e s t f i g u r e s 
on r e c o r d . However, i n v e s t m e n t 
by s e r v i c e s and t h e d i s t r i b u t i v e 
t r a d e s p i c k e d up d u r i n g 1 9 8 2 , 
r i s i n g by 6 . 3 ? o v e r 1981 t o 
£ 6 . 6 b n . Some of t h i s e x p e n d i 
t u r e w i l l h a v e f i l t e r e d t h r o u g h 
t o m a n u f a c t u r i n g i n t h e form of 

l e a s i n g . Most f o r e c a s t e r s e x p e c t a s m a l l i n c r e a s e i n i n v e s t m e n t d u r i n g 
1983 a s t h e r e c o v e r y g a t h e r s p a c e : t h e N a t i o n a l I n s t i t u t e f o r e c a s t s a 1.9% 
i n c r e a s e , w h i l e t h e London B u s i n e s s S c h o o l e x p e c t s c a p i t a l s p e n d i n g t o 
e x p a n d by 2 .3%. 

The f reedom of a c t i o n of t h e a u t h o r i t i e s t o i n d u c e a f a l l in n o min a l B r i t i s h 
i n t e r e s t r a t e s i s c o n s t r a i n e d by a v a r i e t y of f a c t o r s . The f u t u r e c o u r s e 
of American r a t e s r e m a i n s u n c l e a r a s Congress c o n t i n u e s to d e l i b e r a t e over 
t h e P r e s i d e n t ' s d e f e n c e p rog rammes , w h i l e f o r e i g n exchange m a r k e t s r ema in 
s o m e w h a t v o l a t i l e i n t h e r u n up t o t h e e l e c t i o n i n B r i t a i n . The f a l l i n 
t h e e f f e c t i v e e x c h a n g e r a t e of s t e r l i n g p r i o r t o t h e OPEC p r i c e c u t i n March 
w i l l a l s o have a c t e d a s a c o n s t r a i n t on t h e downward a d j u s t m e n t of i n t e r e s t 
r a t e s . T h i s c o n s t r a i n t may have been of some i m p o r t a n c e g iven t h e e m p h a s i s 
on r e d u c i n g i n f l a t i o n in B r i t i s h p o l i c y . 

The o v e r s h o o t of t h e 1 9 8 2 / 8 3 PSBR h a s n o t c o n t r i b u t e d t o l o w e r s h o r t t e r m 
i n t e r e s t r a t e s . At t h e t i m e of t h e B u d g e t , t h e PSBR f o r 1 9 8 2 / 8 3 was 
f o r e c a s t t o be £ 7 . 5 b n . F o u r w e e k s l a t e r t h e f i r s t e s t i m a t e of t h e a c t u a l 
o u t t u r n was £ 9 . 2 b n . A s u d d e n r u s h of s p e n d i n g by l o c a l a u t h o r i t i e s , 
n a t i o n a l i s e d i n d u s t r i e s and t h e M i n i s t r y i n j e c t e d a b o u t t h e same l e v e l of 
demand i n t o t h e economy a s d i d t h e C h a n c e l l o r ' s c a r e f u l l y c o s t e d B u d g e t 
p r o p o s a l s . Fo r 1 9 8 3 / 8 4 , t h e p r o j e c t e d f i s c a l d e f i c i t i s £ 8 b n , 2.75% of 
GDP. One of t h e major u n c e r t a i n t i e s a f f e c t i n g t h i s t a r g e t i s t h e b e h a v i o u r 
of o i l r e v e n u e s . The o i l p r i c e now seems t o have s t a b i l i s e d a t abou t $29 , 
y e t w i t h s t e r l i n g h a v i n g a p p r e c i a t e d q u i t e r a p i d l y i n r e c e n t w e e k s , t h e 
s t e r l i n g v a l u e of o i l r e v e n u e s s h o u l d f a l l , t h u s a d v e r s e l y a f f e c t i n g t h e 
PSBR. N e v e r t h e l e s s t h e l o n g - r u n e f f e c t on gove rnmen t f i n a n c e w i l l p r o b a b l y 
no t be marked b e c a u s e l o w e r o i l p r i c e s shou ld s t i m u l a t e economic a c t i v i t y 
a n d t h u s b o o s t g o v e r n m e n t r e v e n u e s . I t w o u l d be u n w i s e t o a d o p t 
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r e s t r i c t i v e m e a s u r e s b e f o r e some of t h e l o n g - r u n b e n e f i c i a l e f f e c t s of t h e 
l o w e r o i l p r i c e f e e d t h r o u g h . 

The l o w e r p r i c e of o i l w i l l a l s o h a v e a s i g n i f i c a n t e f f e c t on t h e UK's 
b a l a n c e of p a y m e n t s p e r f o r m a n c e . In t h e f i r s t q u a r t e r t h e v i s i b l e t r a d e 
d e f i c i t of £253m was t h e r e s u l t of a s u r p l u s of £1 ,7 l8m on t r a d e in o i l and 
a d e f i c i t of £ 1 f 9 7 1 m on n o n - o i l t r a d e . H o w e v e r , s t e r l i n g ' s d e c l i n e i n 
J a n u a r y and F e b r u a r y h a s b o l s t e r e d e x p o r t e r s c o n f i d e n c e a s e v i d e n c e d by t h e 
CBI. Though some of t h i s a d v a n t a g e was l o s t d u r i n g A p r i l and May, 
p r o s p e c t s f o r e x p o r t e r s d u r i n g t h e r e m a i n d e r of 1983 seem r e a s o n a b l y 
f a v o u r a b l e a s t h e w o r l d economy g r a d u a l l y e m e r g e s from r e c e s s i o n . In 1982, 
UK e x p o r t s of m a n u f a c t u r e s i n c r e a s e d by \% a t a t i m e when w o r l d t r a d e i n 
m a n u f a c t u r e s f e l l by 3%. I f t h i s s o r t of p e r f o r m a n c e i s r e p e a t e d i n 1983, 
t h e n t h e LBS f o r e c a s t of 2% g r o w t h i n e x p o r t s may w e l l be a t t a i n e d o r 
e x c e e d e d . 
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Wh i l e r e t a i l p r i c e i n f l a t i o n h a s 
f a l l e n t o an a n n u a l r a t e of l e s s 
t h a n 5%, e a r n i n g s have c o n t i n u e d 
t o i n c r e a s e a t an a v e r a g e r a t e of 
j u s t u n d e r 8%. R e a l i n c o m e s of 
t h o s e in employment a r e t h e r e f o r e 
q u i t e b u o y a n t a t p r e s e n t . 
H o w e v e r t h e o v e r a l l l e v e l o f 
employment h a s c o n t r a c t e d t o such 
an e x t e n t t h a t , c o m b i n e d w i t h a 
r i s i n g t a x b u r d e n , a g g r e g a t e r e a l 
p e r s o n a l d i s p o s a b l e i n c o m e f e l l 
by 1? d u r i n g t h e l a s t y e a r . The 
volume of c o n s u m e r s ' e x p e n d i t u r e 
n o n e t h e l e s s i n c r e a s e d m a r k e d l y 
d u r i n g t h i s p e r i o d a s a f a l l i n 
t h e p e r s o n a l s a v i n g s r a t i o and a 
r i s e in g r o s s h o u s e h o l d i n d e b t e d 
n e s s a c t e d a s o f f s e t t i n g 
i n f l u e n c e s . The r e l a x a t i o n of 
h i r e p u r c h a s e c o n t r o l s and t h e 
r e a d y a v a i l a b i l i t y o f l o a n 
f i n a n c e a c c e n t u a t e d an e x i s t i n g 
t r e n d . The r i s i n g v o l u m e of 
c o n s u m e r s ' e x p e n d i t u r e h a s b e e n 
s a t i s f i e d f rom t h r e e s o u r c e s : 
d e s t o c k i n g , n e w d o m e s - t i c 
p r o d u c t i o n and i m p o r t s . The 
l a t t e r i n p a r t i c u l a r d o e s n o t 
a p p e a r t o have made a s i g n i f i c a n t 
c o n t r i b u t i o n and demand a p p e a r s 
t o have been s a t i s f i e d in a l m o s t 
e q u a l p r o p o r t i o n s by d e s t o c k i n g 
and i n c r e a s e d p r o d u c t i o n . The 
r u n n i n g down of s t o c k s , w h i c h 
a c c o m m o d a t e s d e m a n d w i t h o u t 
g e n e r a t i n g a d d i t i o n a l emp loymen t , 
d o e s n o t y e t a p p e a r t o be a t an 
e n d . T h i s c o m p o n e n t of GNP h a s 
b e e n s t r o n g l y n e g a t i v e o v e r t h e 
l a s t t h r e e y e a r s , y e t a s i z e a b l e 
b a l a n c e of r e s p o n d e n t s t o t h e CBI 
Enqu i ry in A p r i l e x p e c t e d f u r t h e r 
s t o c k r e d u c t i o n s o v e r t h e n e x t 
f o u r m o n t h s . H o w e v e r , t h e r a t e 
a t w h i c h i n v e n t o r i e s a r e b e i n g 
l i q u i d a t e d a p p e a r s t o be s l o w i n g , 
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and t h i s , even i n t h e a b s e n c e of 
a s w i t c h t o i n v e n t o r y a c c u m u 
l a t i o n , r e p r e s e n t s an a d d i t i o n a l 
s t i m u l u s t o GNP. 

I m p o r t p e n e t r a t i o n of t h e B r i t i s h 
economy h a s b e e n l i m i t e d by t h e 
d e p r e c i a t i o n of s t e r l i n g from i t s 
1981 l e v e l . By e a r l y May t h e 
e f f e c t i v e e x c h a n g e r a t e of t h e 
pound s t o o d some 10.5% b e l o w i t s 
a v e r a g e 1981 l e v e l . S t e r l i n g 
r e m a i n e d v o l a t i l e on t h e f o r e i g n 
e x c h a n g e s d u r i n g t h e f i r s t 
q u a r t e r of t h i s y e a r . I t b e g a n 
t o s l i d e i n N o v e m b e r and h a d 
f a l l e n by some 14% i n e f f e c t i v e 

t e r m s by t h e b e g i n n i n g of M a r c h . S t e r l i n g r a l l i e d f o l l o w i n g t h e OPEC 
p r i c e and q u o t a a g r e e m e n t i n mid-March and a l m o s t h a l f of t h i s most r e c e n t 
d e p r e c i a t i o n had b e e n r e v e r s e d by t h e b e g i n n i n g of May. N o n e t h e l e s s , a t 
t h a t t i m e t h e pound had f a l l e n by some 23% a g a i n s t t h e J a p a n e s e yen , by 10% 
a g a i n s t t h e d e u t s c h e m a r k and by 6% - 7% a g a i n s t t h e F r e n c h and B e l g i a n 
f r a n c s , c o m p a r e d t o i t s v a l u e a t t h e b e g i n n i n g of November l a s t . The 
i n f l a t i o n a r y e f f e c t s of t h i s r e c e n t r e a l i g n m e n t of s t e r l i n g a r e n o t e x p e c t e d 
t o be m a r k e d . The Bank o f E n g l a n d e s t i m a t e s t h a t a 10% f a l l i n t h e 
e f f e c t i v e exchange r a t e w i l l add a b o u t 2% t o r e t a i l p r i c e i n f l a t i o n over t h e 
f o l l o w i n g t w e l v e mon ths . The m a g n i t u d e of t h e e f f e c t may be somewhat l e s s 
i n p r e s e n t c i r c u m s t a n c e s g i v e n t h e c o i n c i d e n t f a l l i n t h e wor ld p r i c e of o i l 
and t h e c o n s t r a i n t s on upward p r i c e a d j u s t m e n t s i n h e r e n t in a c o m p e t i t i v e 
e n v i r o n m e n t . 

THE LABOUR MARKET 

EMPLOYMENT AND UNEMPLOYMENT 

Employment i n G r e a t B r i t a i n f e l l by 626 ,000 d u r i n g 1982 w h i l e unemployment 
r o s e by o n l y 3 2 2 , 0 0 0 , i n d i c a t i n g a ve ry low t a k e - u p of unemployment b e n e f i t 
a m o n g s t t h o s e who b e c a m e u n e m p l o y e d o r , p o s s i b l e , a p r o b l e m w i t h t h e 
a c c u r a c y of t h e employment and unemployment s t a t i s t i c s . I t i s c e r t a i n l y 
f o r t u n a t e f o r t h e gove rnmen t t h a t t h e unemployment f i g u r e s have no t f u l l y 
r e f l e c t e d t h e d e t e r i o r a t i o n i n t h e demand f o r l a b o u r . As u s u a l t h e d e c l i n e 
was c o n c e n t r a t e d i n t h e m a n u f a c t u r i n g s e c t o r . S e r v i c e i n d u s t r y employment 
f e l l by o n l y 83 ,000 so t h a t now t h e r e a r e t w e n t y - t h r e e i n d i v i d u a l s employed 
in s e r v i c e s f o r e v e r y t e n w o r k i n g i n t h e m a n u f a c t u r i n g s e c t o r . 

TOTAL UNEMPLOYMENT - CHANGE ON PREVIOUS 
QUARTER (CLAIMANTS BASIS) 
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though l e s s r a p i d l y t h a n in 1982. 

The d e c l i n e i n employment d u r i n g 
1982 was n o t a s r a p i d a s t h a t 
d u r i n g 1 9 8 1 , when 8 4 3 , 0 0 0 j o b s 
d i s a p p e a r e d . S i m i l a r l y , 
u n e m p l o y m e n t r o s e l e s s r a p i d l y 
d u r i n g 1982 c o m p a r e d w i t h t h e 
p r e v i o u s y e a r . Thus t h e r e do 
seem t o be i n d i c a t i o n s t h a t t h e 
d e t e r i o r a t i o n i n t h e l a b o u r 
m a r k e t h a s p roceeded l e s s r a p i d l y 
d u r i n g t h e l a t t e r p a r t of t h e 
r e c e s s i o n , though t h i s i s s t i l l a 
l o n g way f rom s a y i n g t h a t any 
i m p r o v e m e n t i s i m m i n e n t . 
P r o d u c t i v i t y i s s t i l l i n c r e a s i n g , 

As p r o d u c t i v i t y i m p r o v e m e n t s t a k e p l a c e , 
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t h e s c o p e f o r f u r t h e r i n c r e a s e s i n o u t p u t p e r p e r s o n e m p l o y e d w i l l f a l l . 
The same a r g u m e n t a p p l i e s a s i n e f f i c i e n t f i r m s a r e f o r c e d o u t of e x i s t e n c e , 
l e a v i n g t h o s e t h a t a r e a l r e a d y e f f i c i e n t t o m a i n t a i n s u p p l i e s . I n t h e 
m a n u f a c t u r i n g s e c t o r , o u t p u t pe r p e r s o n employed i n c r e a s e d by 10.3? in 1981 , 
b u t by o n l y 2.8% i n 1 9 8 2 . A r e d u c t i o n i n t h e s c o p e f o r f u r t h e r 
p r o d u c t i v i t y i m p r o v e m e n t s p a r t l y e x p l a i n s t h i s c o n t r a s t and a l s o t h e 
r e d u c t i o n in t h e r a t e of j o b l o s s d u r i n g 1982. 

LEGISLATION 

D u r i n g t h e l a s t s i x m o n t h s , t h e m a j o r p i e c e of i n d u s t r i a l r e l a t i o n s 
l e g i s l a t i o n h a s been t h e Employment Act 1982. T h i s became e f f e c t i v e on 
1 D e c e m b e r 1982 e x c e p t f o r t h e s e c t i o n s d e a l i n g w i t h c o m p e n s a t i o n and 
b a l l o t i n g u n d e r a c l o s e d shop a g r e e m e n t , a r r a n g e m e n t s f o r a s t a t e m e n t a b o u t 
employee i n v o l v e m e n t i n mino r company a f f a i r s t o be i n c l u d e d i n a company ' s 
a n n u a l r e p o r t , and some o t h e r s e c t i o n s . The main p r o v i s i o n s of t h e Act a r e 
t o widen t h e c o n d i t i o n s unde r which d i s m i s a l f o r n o n - u n i o n memb er sh ip in a 
c l o s e d s h o p s i t u a t i o n w o u l d be c o n s i d e r e d u n f a i r , t o p r o v i d e a s y s t e m of 
c o m p e n s a t i o n f o r such c a s e s and f o r s i m i l a r c a s e s o c c u r r i n g b e t w e e n 1971 and 
1980. I t makes v o i d any t e r m s in a c o m m e r c i a l c o n t r a c t which r e q u i r e t h e 
u s e o n l y of u n i o n l a b o u r ; i t a l l o w s t r a d e u n i o n s t o be s u e d w h e r e t h e y 
a u t h o r i s e a c t i o n w h i c h i s n o t i n p u r s u a n c e o r f u r t h e r a n c e of a t r a d e 
d i s p u t e , and t o be sued a l s o - f o r t h e f i r s t t i m e - i f t h e un ion i s r e s p o n 
s i b l e f o r o t h e r u n l a w f u l a c t i o n s u c h a s l i b e l , w h e t h e r o r n o t t h i s i s 
c o n n e c t e d w i t h i n d u s t r i a l a c t i o n . The Act a m e n d s t h e d e f i n i t i o n of a 
l a w f u l t r a d e d i s p u t e , r e s t r i c t i n g i t t o d i s p u t e s b e t w e e n e m p l o y e e s and t h e i r 
own e m p l o y e r ove r m a t t e r s of work c o n d i t i o n s and j o b s ; i t a l s o r emoves l e g a l 
immuni ty f o r t h o s e i n v o l v e d i n ' s i t - i n s ' , and a l t e r s t h e t i m e p e r i o d s w i t h i n 
which r i g h t s t o r e d u n d a n c y p a y m e n t s , g u a r a n t e e p a y m e n t s , n o t i c e of u n f a i r 
d i s m i s s a l and o t h e r r i g h t s e x i s t . 

The p r o v i s i o n s of t h e 1982 E m p l o y m e n t Act r e l a t i n g t o t h e c l o s e d s h o p a r e 
o u t l i n e d i n a D r a f t Code of P r a c t i c e f o r " C l o s e d Shop A g r e e m e n t s and 
A r r a n g e m e n t s " , which was a p p r o v e d by P a r l i a m e n t i n A p r i l 1983 . The Code, 
w h i c h r e p l a c e s , an e a r l i e r v e r s i o n b a s e d on t h e 1980 E m p l o y m e n t A c t , a l s o 
a t t e m p t s t o g i v e some p r a c t i c a l a d v i c e a b o u t t h e i s s u e s t o be c o n s i d e r e d 
b e f o r e n e g o t i a t i n g a c l o s e d s h o p a g r e e m e n t , t h e c o n t e n t s of t h e s e 
a g r e e m e n t s , and t h e a r r a n g e m e n t s f o r t h e i r p e r i o d i c r e v i e w . 

The o t h e r m a i n p i e c e of i n d u s t r i a l r e l a t i o n s l e g i s l a t i o n i n r e c e n t m o n t h s 
has been t h e S e c r e t a r y of S t a t e f o r Employmen t ' s Green Paper on "Democracy 
in T r a d e Un ions" (Cmnd 8 7 7 8 ) , p r e s e n t e d t o P a r l i a m e n t i n J a n u a r y 1983. The 
TUC f a i l e d t o t a k e up t h e g o v e r n m e n t ' s p r o v i s i o n of f i n a n c e u n d e r t h e 1980 
Employment Act t o a l l o w f o r p o s t a l b a l l o t s i n t r a d e un ion e l e c t i o n s and t h e 
Green Paper c o n s i d e r s how t h i s q u e s t i o n m i g h t be d e a l t w i t h by l e g i s l a t i o n . 
A number of c r i t i c a l q u e s t i o n s a r e i d e n t i f i e d a b o u t t h e r a n g e and s c o p e of 
such l e g i s l a t i o n , w h e t h e r i t s h o u l d aim a t c o v e r i n g a l l e l e c t i o n s or on ly a 
f e w , how t o d e a l w i t h d i f f e r e n c e s in u n i o n r u l e b o o k s e t c . The d i f f e r e n t 
a ims t h a t l e g i s l a t i o n m i g h t a d o p t i n o r d e r t o d e a l w i t h t h e s e p r o b l e m s a r e 
o u t l i n e d . 

The G r e e n P a p e r i s a l s o c o n c e r n e d w i t h t h e d i f f e r e n t a p p r o a c h e s w h i c h 
l e g i s l a t i o n m i g h t t a k e in p r o v i d i n g f o r p r e - s t r i k e b a l l o t s . I t i s a rgued 
t h a t t h e s e b a l l o t s m i g h t be d e s i r a b l e under p a r t i c u l a r c i r c u m s t a n c e s , and 
cou ld be i n i t i a t e d e i t h e r by a number of e m p l o y e r s or un ion members . Views 
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are sought about future legislation on these questions. 

Finally the Green Paper seeks views on the working of the 1983 Trade Union 
Act and the arrangements by which unions and union members are able to 
pursue their aims through political organisations. A number of questions 
are posed such as: should unions periodically ballot members to ensure 
whether they wish to continue to support the political objectives of unions 
and contribute to political funds; should contracting-in not be substituted 
for contracting-out; should the administration of the annual financial 
returns made by unions not be changed to identify more accurately the 
general fund and the political fund and to restrict the check-off system to 
the deduction of non-political contributions. 

STRIKES 

The number of s t r i k e s in 1982, and in the f i r s t quar te r of 1983 continued to 
e x h i b i t the downward trend t h a t began in the ea r ly 1970s. For working days 
l o s t however, i t i s more d i f f i c u l t to iden t i fy a c l e a r t rend in the f igu res 
for t he 70s and t h e e a r l y 80s ; peaks o c c u r r e d in t he numbers of working days 
l o s t in 1972 and 1979, but in o t h e r y e a r s t he f i g u r e s f l u c t u a t e d making a 
t r e n d d i f f i c u l t t o d e t e c t . Hence w i t h f a l l i n g numbers of s t r i k e s and a 
l a rge ly fixed l eve l of days l o s t , the s t r i k e p a t t e r n tended to change during 
the 70s from be ing one of many s h o r t s t r i k e s in which few peop le were 
i n v o l v e d , to one of fewer and l a r g e r s t r i k e s , w i th t he same broad l e v e l of 
days l o s t . Large i n d i v i d u a l s t r i k e s became more i m p o r t a n t . Hence t he 
engineer ing d i spu te in 1979 accounted for much of the t o t a l of 29.5 mi l l ion 
working days l o s t in t h a t year , the s t e e l s t r i k e did the same for 1980, and 
the NHS s t r i k e did l i kewi se for 1982. 

STRIKES 1974-1983 

1974 1976 1978 1980 1982 1983 QI 

No of stoppages in progress 2,946 2.034 2.498 1,348 1,462 326 

No of workers involved in 
stoppages in progress (m) 1.626 0.668 1.041 0.834 2.382 224 

Working days l o s t in 
stoppages in progress (m) 14.750 3.282 9.405 11.964 7.916 1.508 

Source: Department of Employment Gazet te 

Wi th in t h e f a l l i n g t r e n d in t he number of s t o p p a g e s , t h e r e a p p e a r s to be a 
dec l ine in the propor t ion concerned with pay, a trend which has continued in 
1983, as seen in the f igu res below. 
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NO OF WORKERS DIRECTLY 
NUMBER OF STOPPAGES (%) INVOLVED IN STOPPAGES 

CAUSE OF STOPPAGE FIRST QUARTER (*) FIRST QUARTER 

1978 1980 1982 1983 1978 1980 1982 1983 

Wages and earnings 58.2 45.6 39.9 36.1 65.3 57.4 77-5 46.6 

Redundancy 2.5 6.0 7.6 16.4 1.7 14.2 12.7 23.1 

Manning, work allocation 12.5 17.4 17.6 22.0 6.9 6.0 3.3 14.9 

Conditions of work, 
supervision 7.7 8.2 11.0 7.1 5.8 5.7 1.3 1.8 

Discipline, dismissal, 
hours, fringe benefits 19.1 22.8 23.9 18.4 20.3 16.7 5.2 13.6 

100 100 100 100 100 100 100 100 

Source: Department of Employment 

Clearly redundancy and manning problems have increased in importance in 
recent years, although pay continues to be the most important individual 
reason for strikes when looked at in relation to the number of people 
involved in them. 

Where the Health Service dispute largely dominated the strike picture in 
1982 the waterworkers dispute in January and February has dominated the 
strike situation in the first quarter of 1983, accounting for approximately 
half the working days lost. Waterworkers in Scotland were not called on to 
take strike action, the local authority employers agreeing to make a payment 
similar to that concluded for England and Wales. In the event, the 
Johnston Committee, reporting on 21 February 1983, provided a complex 
solution to the problem which involved the establishment of new consolidated 
basic rates of pay, a productivity payment, changes in service payments, a 
system of flexible hours and other changes. 
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