
Once more a year has i I. It ended as it began, in the 
bleakness of Winter, b. between beginning and end, 
there unfolded, as alwa> the perennial pageant of the 
seasons. The fluctuations that we know in the world of 
business have often been compared to the changing sea
sons of the year although they do not follow each other 
in an equally obligatory sequence, nor do they occur with 
anything like the same periodicity. They nevertheless re
semble the seasons enough to lure the mind into drawing 
analogies between them.

In the world of economic fact, as in the world of nature, 
we have had our Winters and our Springtimes—times when 
economic life seemed paralyzed beneath a frigid pall of 
fear, and times again when hope sprang up anew from the 
midst of economic wreckage like fresh young grain in a 
newly plowed field. And we have had our Summers too— 
times when life ran confident and strong, with every ven
ture bursting with the promise of success.

But between a Summer and a Winter there always 
comes an Autumn—a season rich in the fulfillment of 
Springtime promises but nevertheless pervaded by the pre
monition of an approaching end. In Autumn the golden 
sunlight may still be mellow and warm, but the fierceness 
of the Summer sun is gone, and already the breath of com
ing Winter imparts a tender fragility to the air. The green 
conflagration that swept field and forest in the Spring, 
though not completely quenched as yet, has at last sub
sided into embers of red and gold that glow on every hill.

The year that just has died is reminiscent of such a sea
son. In reading the economic record of 1953 one feels 
Autumn unmistakably in the air, for the record is not only 
one depicting the richness of the harvest but is also one 
betraying signs of a coming change in the weather.

A  T im e  o f  H a r v e s t
Just as a farmer’s harvest in the Fall is the fruition of the 
efforts he has put forth earlier in the year, so the unprece
dented heights of productivity reached by the American 
economy in 1953 were made possible by developments 
running back for more than a decade. One of the most 
important of these has been an astounding technological 
revolution that was stimulated by the exigencies of waging 
World War II. In field after field, scientists on the loose 
have been remaking the world before our eyes—new ma
terials, never dreamed of by nature herself; new and 
strange machines; new industrial processes; the new and 
wondrous field of electronics; a new and awesome source 
of energy appearing over the horizon.

Hand in hand with the venturesome scientific mind has 
gone the venturesome imagination of the American busi
nessman. During World War II, much of the new invest

ment needed for the expansion of our industrial plant was 
necessarily made by the Government. After the war, how
ever, private business took over that function and set out 
on a course of increasing investment in new plant and 
equipment that was little short of fantastic. Except for an 
interruption in 1949, the figure has grown year by year, 
from 14.8 billion dollars in 1946 to 27.8 billion in 1953. 
It was the mutual labor of the scientist and the business
man during the long, hot Summer of the last decade that 
finally brought the abundance of the harvest in 1953. 
Let us look at some of the fruits of that harvest.

Look first at the gross national product—the total out
put of goods and services valued at current prices. In 1946 
(the first year after World War II) it had stood at 211 
billion dollars. By 1951 it had grown to nearly 330 billion. 
Throughout 1952 it went up quarter by quarter from an 
annual rate of 340 billion in the first, to over 361 billion 
in the fourth. The upward march continued into 1953, the 
pinnacle being reached in the second quarter when the 
gross national product stood at the record level of 372.4 
billion dollars a year.

Part of the expansion in the gross national product, of 
course, was due to inflation, but in large part it was real 
and reflected an enormous growth in physical productivity. 
The Federal Reserve index of industrial production is in
dicative of this increased physical productivity. In 1946 
the index (1947-49 =  100) stood at 90. By 1952 it had 
risen to 124 and in May 1953 reached an all-time high 
at 137. The Department of Agriculture’s index of total 
farm production also reached its historical high point in 
1953 when it stood at 144, compared with 134 in 1946.

Not only did the physical output of farm and factory in
crease, but money income also became available for the 
purchase of the flood of goods and services pouring from 
the economy. In 1946, total personal income amounted to 
177.7 billion dollars. By 1952 this had grown to 269.7 
billion, and an all-time high was reached in July of 1953 
when it amounted to 287.5 billion dollars a year.

Government takes a considerable share of personal in
come in the form of taxes. What is left is known as “per
sonal disposable income”—that is, the income that people 
are free to spend or to save. In 1946 personal disposable 
income amounted to 158.9 billion. In 1952 this figure was 
235 billion, and by the third quarter of 1953 it had grown 
to an annual rate of 249.8 billion dollars.

Much the larger part of personal disposable income, of 
course, is used for the purchase of consumer goods. Nearly 
147 billion dollars was spent for personal consumption 
back in 1946. In 1952 the nation was spending 218 billion 
dollars in this way, and the all-time high point was 
reached in the third quarter of 1953, when personal con
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sumption expenditures were running at the rate of 231 
billion dollars a year.

Consumers, however, were not only spending the larger 
part of their current incomes for consumer goods and serv
ices, but were also making extensive use of credit for this 
purpose, thus mortgaging their future incomes. In 1946 
total consumer credit outstanding amounted only to a little 
over eight billion dollars. In 1952 it stood at 25.8 billion, 
and by the end of October 1953 at over 28 billion. On 
top of this short- and intermediate-term consumer debt, 
there was also a dizzy rise in mortgage debt on small non- 
farm properties from 1945 up to the third quarter of 1953 
when this sort of debt amounted to 63 billion dollars.

Business too was absorbing a large part of the gross 
national product. New non-residential construction, largely 
commercial, industrial, and public utility, that had 
amounted to 6.3 billion dollars in 1946, grew to 12.3 
billion in 1952, and was running at an annual rate of 
13.4 billion in the third quarter of 1953. Expenditures 
for producers durable equipment amounted to 25.4 bil
lion dollars last year but rose to a high of 27.1 billion in 
the third quarter of 1953. This scale of investment seemed 
justified by business profits. Corporate profits (after tax
es) amounted to 18.6 billion dollars in 1952, but were 
probably running at an annual rate of over 19 billion 
dollars in the third quarter of 1953. The number of per
sons holding jobs and their average hourly earnings also 
reached their peaks in 1953. Science and business had in
deed succeeded in building an economy that was pouring 
forth a harvest of prodigal abundance in early 1953.

W h e n  L e a v e s  B e g in  t o  Fall
Autumn harvests never last for long. Too soon the ruddy 
moon looks down through frosty mists at fields gleaned 
bare and peers through naked branches from which the 
leaves, like tattered battle-flags, have fallen one by one.

Although in many respects 1953 experienced the rich
est harvest of the amazing postwar boom, a chill wind 
seemed to blow across the economic landscape in the wan
ing months of the year, and one by one the figures that had 
ridden so proudly at their recent peaks began to fall like 
Autumn leaves.

Take the gross national product, for example—that 
huge omnibus figure that wraps up the workings of the 
whole economy in one package. This figure reached its 
high point in the second quarter of the year at an annual 
rate of 372.4 billion dollars. By the third quarter, however, 
it had fallen to a rate of 369 billion and a further decline 
occurred in the fourth quarter.

Look, next, at the index of industrial production. This 
index (new basis) reached its peak in May, when it stood 
at 137; in October the preliminary figure was 132—a de
cline of five points. Manufactures also dropped five points. 
And within the manufacturing group, output of durable 
goods dropped six index points, falling from 157 in July 
to 151 in October, whereas nondurables reached a peak at 
123 in May and also dropped six points by October.

Another indicator of the physical volume of goods mov
ing through the economy is the index (1947-49=100) 
of freight carloadings. In September 1952 this index had

stood at 101. In September of 1953 it was 96 and in No
vember it had dropped four more points to stand at 92.

Gross private domestic investment was another impor
tant aggregate that showed a tendency to fall in the latter 
part of the year. This figure reached its maximum in the 
second quarter when it was running at an annual rate 
of 61 billion dollars. In the third quarter this rate 
had fallen to 56.5 billion dollars. A small part of this de
cline was accounted for by a smaller expenditure for new 
construction in the nonfarm residential segment. New 
housing starts declined but slightly, from 1,127,000 in
1952 to an annual rate of 1,102,000, based on the first 
ten months of 1953. The major part of the decline in 
gross private domestic investment was accounted for by 
a decline in the accumulation of business inventories from 
an annual rate of 8.8 billion dollars in the second quarter 
of the year to a rate of 4.5 billion in the third and probably 
to some net liquidation in the fourth.

A decline in expenditures for inventory accumulation 
was bound to be reflected in orders going to manufactur
ing concerns. New orders, which had amounted to over 25 
billion dollars a year in September of 1952, rose to 26.4 
billion in March of 1953. By last September, however, they 
had dropped over three billion below the March high, and 
were running at a rate of 23.2 billion dollars a year.

These are a few of the leaves that began to fall in the 
latter months of 1953. There are some, of course, that 
had fallen long before 1953. Wholesale prices, for instance, 
began a long irregular decline early in 1951, and farm 
prices did the same. There are others, too, whose figures 
a month ago were either at their highs or were below them 
by such an insignificant amount that we could scarcely 
say whether they were about to fall or not. Some of these 
are total personal income, personal disposable income, 
expenditures for personal consumption, expenditures for 
new plant and equipment, and corporate profits after taxes. 
But no matter how well anchored to their highs they 
seemed to be at the end of 1953, most of these may be 
expected to fall somewhat below them in 1954.

It was, indeed, this tendency for things in general to 
decline instead of to expand, rather than the magnitude 
of the declines themselves, that caused the year to end on 
a note less jubilant than might have been expected in view 
of its over-all record. Taking the year as a whole, 1953 in 
many respects surpassed any previous year. By the year’s 
end, however, it was the disquieting recession of so many 
economic series from previously attained peaks that served 
to create an Autumnal premonition of an impending end. 
What many people find disturbing today is that the things 
that have been lending buoyancy to the economy in the 
long postwar boom seem to have spent themselves.

The fighting in Korea has been ended and a somewhat 
less tense international situation has encouraged the Gov
ernment to cut defense expenditures. Reduced expenditures 
for foreign aid also seems to be in the cards.

Residential construction, although it may well remain 
high—perhaps close to a million starts a year—cannot be 
expected to add additional impetus to the economy. The 
rate of building has for sometime exceeded that of family 
formation. The next great upswing in the demand for hous
ing will not come until the huge crop of war babies comes
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to marriageable age. Meanwhile, only a weakening of de
mand is to be expected.

As for automobiles—another important prop under the 
boom—nobody expects production to continue on its 
present scale. For the year 1953 there was an indicated 
output of over six million passenger cars, compared with 
a little over four million in 1952 and the nearly seven 
million in the record year of 1950. During the first 
ten months of last year production exceeded sales, do
mestic and foreign, by about 4 percent. This situation 
has been accompanied by intense competition that has pro
duced many casualties among dealers and has created ser
ious problems for a number of independent producers. It 
seems unlikely, under the circumstances, that the automo
bile industry will act as an expansionary force in the econ
omy in the forthcoming year.

Lastly, there was a distinctly inflationary bias in the 
management of the nation’s monetary and fiscal affairs dur
ing much of the postwar period. The resulting expansion 
of the nation’s money supply and the heavy reliance on 
credit to finance the extraordinary demands for defense, 
for construction, for automobiles, for inventories, for 
everything under the sun helped to ©reate the extraordi
nary boom. Under a policy initiated early in 1953 that 
would restore some measure of stability to the American 
dollar by holding the reins a little tighter on the creation 
of bank credit, the exuberance was taken out of some of 
the marginal areas of demand for these things. Inflation 
can no longer be counted on to create the illusion of pros
perity in a mirage of jumping statistics.

These are some of the considerations that are causing 
observers to look askance even at the high levels of activity 
with which 1953 ended. It is hard to find anyone who 
thinks the figures will go up further in 1954. The only dis
agreement among observers and analysts seems to be over 
the depth and the duration of the decline although at 
present the majority think it will be moderate. That all the 
leaves will fall in the first strong gust of wind seems to be 
taken for granted.

There is something strange and almost morbid in the 
unanimity with which we are thus capitulating to a seem
ing fate. Somewhere in his Thus Spake Zarathustra the 
poet-philosopher Nietzsche makes the Soothsayer say:

“To be sure we have harvested!
But why have all our fruits turned rotten and brown?
What was it fell last night from the evil moon?”

It would be supremely ironical if this country—the richest 
and most productive in the world—should allow its rich
est harvest in history to turn rotten and brown in its hands. 
If, by some ill chance, it should do so, it will not be be
cause of anything that “fell last night from the evil moon.” 
It would be because we, who have learned to take the stuff 
of the universe apart and harness its mighty forces to our 
own ends, have not yet learned to do as much with the 
stuff of our economy.

But we have probably learned something after all. Per
haps we can prevent a modest retreat from unprecedented 
peaks from becoming a headlong rout. We do have cer
tain so-called “built-in stabilizers” in our economy that 
may cushion the shock of any serious economic setback.

How well they would hold or for how long no one can be 
sure, for they have not yet been tested. At any rate, they 
do provide some measure of protection.

Then, too, we need not fear that the bottom will fall out 
of Government expenditures. They are likely to remain 
high for many years to come, in spite of all the good in
tentions to economize. We have learned that our economy 
is kept in motion only by spending—private and public. 
If the forces generating private spending begin to slacken, 
the slack can be taken up by public spending. We are as
sured that our Government will use all the powers at its 
command if need be to check an economic decline.

We have learned something, too, about the management 
of the nation’s money. We have learned that we can, if we 
have a mind to it, check an unhealthy inflation by mone
tary and fiscal means. There is good reason to believe that 
these same tools can be used with some effect to check an 
unhealthy deflation and there is little doubt that the Gov
ernment will so use them.

These are some of the things that can provide a bottom 
under the economy and so prevent a very mild decline, 
such as the present one, from growing to more serious 
proportions.

If W in te r  C o m e s
But suppose they do not do what is expected of them. To 
be effective, most of the remedies that we know for eco
nomic recession must be applied promptly and vigorously. 
Suppose that we fritter away valuable time and thus rob 
our own best efforts of their effectiveness, and that eco
nomic life in consequence slows down and stiffens in the 
wintry blast. What then?

Life in such a contingency would certainly be harder 
than it has been for many a year, but it would probably 
still be better than anywhere else in the world, and better 
than it has ever been in this country, except in the recent 
past. Unless we have completely played the fool with our 
opportunities and resources, we should be able to weather 
without undue hardship any Winter that comes our way.

In the end, however, our most solid ground for hope 
must lie in the genius of the American capitalist system 
itself. Someone once defined capitalism as a process for the 
creative destruction of capital. He meant thereby that our 
economic system grows and regenerates itself continuously 
through the abandonment and destruction of old, uneco
nomical, and unproductive processes and machines in 
favor of the newer, more economical, and more productive.

Aided and abetted in this process by the fertile imagina
tion of the scientist, the American businessman is continu
ously revolutionizing all the conditions of modern life. His
torically, the rigors of competition and the overwhelming 
pressure to cut costs in a period of apparent economic 
collapse have been the most potent stimuli in this revolu
tionizing process, excepting only the extraordinary incen
tives present in wartime.

And so, even if Winter comes it should not be regarded 
as a period of total loss. For unless the American spirit has 
wearied of its great historic task of maintaining an eco
nomic system based upon the freedom of the individual, a 
Winter would be but another seed time, bearing within it 
the promise of a greater harvest in another Autumn.

Earle L. Rauber
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