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WITH unu sual unammity.
many politiciaae and :ccnu-
1 mists have dismissel 1980 as
highly unsuccessiul . vear fﬂr
Brilain While furemsu tor 1081
] are generally sombre. they can
1 be broadly divide4 into those
which see nothing-but continu
im‘-: declin¢ ahead and those
w 1¢h suggest ‘that a turning
point in the recession 1s pow ap-
proachin

) M'nister and the Chancellor of
the Exchequer, have come down
firmlv on the s'de of cautious
optimism.

Essentially. the message from
the Government is that 1981
-will be another d:.ficult vyear.
but it will at least miark the
berinning of ecoomic recovery.
“Since re v wil! be based on
the gradual easing. of th, world
recession. an nul upon the pre
.mature mﬁag I of the economv
‘'which haz §o often been the
“British response to : €cOnoOmIic
:difficulties if recent
WI be moze soundlv based and
sting than previous De-
raf recoverw.

SAstmight- be expected. there
saredplenty of sieptics not alf
ul;t;cally cpposed to the Go-
verment, who suggest that -the
nf any jmminent turn.
, . the recession i
t would, in fatt: be
t if the economic indi-
: ddmh reversed their
If the buttom of the re-
ss n *s-“nnw at hand. the
Ystatistical® -mqmra is likelv 1o
seav ennfused §r manv monthe.

Minigtere’ cautious epuiolism is
- o S S

!'

2. Memberr. of the Go-
vernment including the Prime -

vears., it
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based on some modast widenct
that downward treintds in the
economy aré slowingl, Dius u
good deal of reporting back bHv
industry that the  vigorous de-
stock:ng which mad2 the 1980
recession so deen-and repid in

. nnset is mow nearing its end.
O RELAXATION © IN POLL-
CIES Apart from offering a gleam
of hope for recovary -as the vear
progresses,; ministerial  state
ments Bave emphasised tha
there will be*no relaxativa . in
anti-inflationary “polidies, This

is no surbrise, for the modera-«

tion of iriflation from an annual
rate of nearlv. 23 .ver cent in

" May to 153 per cent :n Nov.
was one of the
of 198%u.

While the current rate is stif)
too high, there are guod reasons
for expecting a continuing de
cline this vear o an annuat rate
of 11 per cent or less.

Since. 1980 has been the sud

fect of much anguished com- -
ment by spokesmen for §o0 mafny
British sectional interests, it is .

worth pointing out that the out-
come was not wholly  dismal.
Despite an inflationary  back.
ground and a strengthening cur-
eney, British export
held up well durine the vear,
Allied to a sharn drop in im-
norts as mnnuta:tureﬂ -

tradm cut , it pmided

p Brita'n With %

rolus Wlﬂl.h

*ably exceed £2 bw!ﬂnn »

i *vaer the vear, sterl ng rm-.w
~Bv 12 per cent on & trade-
we,n:hted basis, with gainy-of
ovey 20 -per cent - Afpinst the

warm ol

brig'l: ter featyres -

volume

%

.D:mark and the Fre:nch frane,

This was a paradoxical perfobs:

mance aga:nst the background
of Britain's faster-than-average

rate of inflation and it is believ.

ed to stem at least in part,
from a high level of overseas con

fidence that the Govéroment's.

med:una-te,m sirategy for non
milationary, giowth of the eco-
nomy - will $utceed.

aﬁmncomm DIFFICUL-
TIES: 1he strength of sterling
ubdoubtedly heloed to stabilise
$briges in Pritaig. It hrouzht ins
numerable complaints from ex-
porters Jhat- thev were being
priced out Of overseas markets.
but ‘the firmness of the export
volume pver the vear suggests a
good deal of suCcess in overcom
ing these ties. Some ex-
parters - Sndoubtedly sacrificed
profit margins to safeguard their
.parkets,” but there is growing
evidenceg that manv frms res-

- ponded by cutting costs and ins -

greasing efficiency.

The fact taat in exports Bri.
tain did - oetter than most of
"her competitors during "a dlﬁ-
cult vear tor world trade has
tended 1o be overshadowed bv
the blz rise in unemplovment
during 1880. Uver the vear, adult
unemplovment in the UK rose
by 84 per cent to 2.13 millinn.

. Or 848 per cent of the workforce .

Sincr unemplovyment is sn
ve subicet the rising loh

.1 ;als have increas’negly do-
mlnatcd ecnnumrc debate, %- Bai

What the Government

eetused to do is o respond to
r:sing unemniovment in the wav.

Which has bedwg.!.!aﬁ. the SRR
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Cautlous Optlmlsm

mv during the last 20 vears.
Ircéspective of political persua-
slop. success.ve administrations
have sought to alleviafe uncm-
plovyment bv increasing the
myney supply and relaxing fsc-
cal restrants. Thie results have
been onlv temporary and modest
unprovements in emplovment,
followed by .bouts of yapid in-
fiation and turther unemplov-
ments crises. Each successive
jobs crisis has started at a i

;

- higher . level -0of unemployment .
than

the one before. It is this
viciguy circle that the Govern-
ment is trv.m tg break. The
post-war record levels of un. -
cmplovment reflect both  the
severitv of the current recession
and th. legac; of successive
bouts of inflgtion in Britains
. egonomy,

SQUEEZE ON PROFI‘I'S
While unemployment, is by far
the most dramatic measure of
Britan’s economic problems,
behind it lies a saueeze on com- -
pany profits, This ig in part |
due to reression and falling *
sples, but it .s also anothet
legacy of Intlation, Industry has
conceaed bix wage increases un-:

. matched by productivity in
recent vears and, with the Go-
venment nov' refusing to pring
monev and detiand slack, com-
pilies are unable to raise prices
10 c¢over the'r increased costa.
It I8 casentially falling profits
and-fears for survival that have
ed emplovers to cut their work- N
fortes with a speed and: deter
- mindtidn  unprecedented. since
the tRirties. '
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nmltr.:r ut ser.ous uﬂﬂi‘ﬁﬂl. but
-the Heures should not be allow-
e 0 mve an exageeratedly
¢loomy picture of the state of
'‘Br.am, The vast maiority of
the pﬂnulannn who have re-
iained the.r ious, and the.r de-
pvendents have prospered  well
enouah, - with z 156 ner cent rise
i} reud liv.mi standards during
the past two sears as ﬂ..-*ﬂraw
‘th of earn ngs has outpaced:the
irate ot ntlation. qu,n tor the
unempioved, the main problem
15 cemoral.sat.oa rather than
¥rave onanc al hardaship, s.nce
reaundancy pavments and up-
emplovment benefis in Br.tain ¢
Cbrov.ae a nasonable  cushion
“agamst the loss of income tm:m |
'eniplovment,
b Behind the modest nnt:mlsm
expressed -nisters lies the
conv.ct on taBriiain- is era-
‘dually mﬂ‘l"l £ lowards a more
reatis,ic oass™ 10r ‘conducting
her wonomic aftairs. The - best
.E"I.F denceTtor s les i the
‘grudual dechine of sniationary
expeciations and the consequent
*w:llmnnhah o empiovees and
themr trac: unions to wnccept
noderatn wage  settlements,
There 15 still a verv long way
to g0, buc the, Government will
 be fort' fied during 1981 by the.
slow accumulation of evidence
that its calis for “ecoromic

real sm” (re not entitelv fa ling
lun deaf e.rs, . _

- =y -




