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The

Business Situation
By the
Office of Busiyness Economics

The impact of continued heavy demands from domestic
and foreign sources on the Nation’s production was high-
Lighted in the President’s message to a special session of
Congress convened in mid-November to consider foreign
aid and anti-inflation proposals. In addition to recommen-
dations for interim aid for certain Western European coun-
tries, the message called for 3 types of measures to cope with
the problem of high prices and inflation: “one, to relieve
monetary pressures; two, to channel scarce goods into the
most essential uses; three, to deal directly with specifie
high prices.”

Evidence of increased monetary pressure was seen in the
steady rise of commercial, industrial, and agricultural loans
at weekly reporting member banks from 11.8 billion dollars
at mid-1947 to 14.3 billion dollars in the final week of
November. Direct loans to consumers, as well as other
forms of consumer credit, also are expanding. This was to
be expected, quite apart from any effects of the removal of
the remaining Government restrictions on instalment
buying on November 1.

With reference to the problem of scarce materials, certain
steps already have been taken to economize available grain
supplies, such as the 60-day shutdown of the Nation’s dis-
tilleries and the efforts to cut down grain feeding to animals.
Additional problems of materials distribution are expected
to arise as the foreign aid program is put into operation.

Prices Move Higher

On the price front, which is the third area cited in the
President’s message, industrial products have provided the
major impetus to the continued upward movement in the
most recent period. The Bureau of Labor Statistics over-
all wholesale price index and its indexes for the 3 major
groups of commodities are shown in chart 2 which makes
use of a ratio scale in order to facilitate a comparison of the
percentage rates of change in the different indexes.

The seasonally heavy run of cattle and hogs to stock-
yards was reflected in some easing of livestock and meat
prices during October and November, but offsetting ad-
vances occurred in grains and among dairy products and
fruits and vegetables. TFarm prices averaged somewhat
lower in November than in the previous month, but whole-
sale food prices recovered to the high September level. ,

The November advance of industrial prices brought the
total rise in the nonfarm, nonfood group from June 1947 to
8 percent, as compared with 6-percent rise in farm product
prices. Prices of foods, which include both raw and proc-
essed commodities, advanced 9 percent during this period.

Retail Price Advances Offset by Seascenal Declines

Divergent price changes occurred at the consumer level
in October when seasonal declines were noted for important
foods, such as meats and dairy products, which were offset
by higher prices for the broad range of other consumer goods

1
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Chart 2.—Wholesale Price Indexes, All Commodities and
Major Commodity Groups
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Sources of data: U. 8. Department of Labor, Bureau of Labor Statistics through October
1947; data for November 1947 were estimated by the U. 8. Department of Commerce, Office
of Business Economics, from Bureau of Labor Statistics weekly wholesale price indexes
through November 29.

and services. The BLS consumers’ price index, which
measures changes for moderate income families 1n large
cities, was unchanged from the peak of 164 (1935-39=100)
reached in September.

As indicated in table 1, the consumers’ price index rose 23
percent from June 1946 to October 1947. More than two-
thirds of the increase during this period was attributable to
the rise of food prices. From June to October 1947, when
average retail prices rose more than 4 percent, the advance
of food prices contributed less than three-fifths of the total
rise in the index, with the rise of fuel and rent costs becoming
mors prominent,

Table 1.—~Changes in Consumers’ Price Index for Moderate-Income
Families in Large Cities
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1947 1947
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Source: Calculated from data of U. S. Department of Labor, Bureau of Labor Statistics.

Although rents continue under control and the rental
component of the consumers’ price index shows the smallest
rise since the base period of any of the major components,
the rate of increase in rents has been stepped up since
July 1947 when the Housing and Rent Act of 1947 became
effective. The 5-percent increase in the rental index from
June to October 1947 accounted for about 15 percent of the
total rise in the over-all price index. For the period from
June 1946 to October 1947 only 4 percent of the total rise
was attributable to higher rents. ‘

As of the end of November, about 1.5 million housing
units out of a total of 15.7 million units subject to rent
control at the end of June were covered by voluntary leases
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providing for rent increases ranging up to 15 percent. A
further source of higher average rents is found in newly
constructed units which have been exempt from rent control
since June 1, with the exception of certain indirect limitations
which apply to multifamily units insured under Section 608
of the National Housing Act.

Less Than 3 Percent of Labor Force Unemployed

Nonfarm employment, as estimated in the Bureau of the
Census Monthly Report on the Labor Force, has held above
50 million since July, and unemployment in the last few
months has been under 2 million, which is less than 3 percent
of the civilian labor force. These recent trends are illus-
trated in the chart on page 1, which also shows the range of
fluctuation for years back to 1940,

The usual preholiday upswing in trade employment was
not reflected in the November employment data, which
applied to the survey week ending November 8. Corre-
sponding to the seasonal decline in farm employment in
November was the seasonal withdrawal of almost 700,000
persons from the labor force. For several months, the
volume of employment in nonagricultural industries has
ranged between 1% and 2 million higher than in the compar-
able period of 1946; in agriculture, the year-to-year changes
have been negligible, but there has been a somewhat larger
number of male workers on farms this year and almost
200,000 fewer female workers.

Improvement in Production

Industrial production, aided by a somewhat better flow
of materials, has moved up from the seasonal downswing
of the summer. The Federal Reserve production index,
after seasonal correction, has moved above the rate of the
first quarter of the year, reflecting sustained high operations
in the steel, coal, crude petroleum, and other basic indus-
tries, and the attainment of higher output rates for important
durable goods, such as automobiles and freight cars.

The improvement also extended to the textile industry, as
cotton consumption rose from about 700,000 bales a month
during the summer to 830,000 bales in October. Here,
however, the rate was much less than in October 1946 when
930,000 bales were consumed.

An increase of 1 billion dollars in the value of manufac-
turers’ shipments in September was duplicated in October,
thereby increasing the value of shipments during the month
to 16.0 billion dollars. The October rise, however, was
largely attributable to the increased number of work days;
the shipments index, which is on a daily average basis, was
only fractionally higher in October than in September.
The increases in the nondurable goods category reflected a
stepping-up of shipments in advance of the holiday buying
season.

Higher Urban and Farm Income

The increase in employment, the steady advance in wage
rates, and the effects of higher prices upon entrepreneurial
incomes have been translated into an expanded flow of
income to consumers. The seasonally adjusted annual rate
of personal income was 202 billion dollars in October, exclud-
ing the added income resulting from terminal leave bond
cashing, and 204 billion dollars including the bond cashings.
In September, when leave bonds were first made redeemable,
the resulting bulge pushed the annual rate to 211 billion
dollars; excluding the bonds, the September rate was 199
billion dollars,

The actual amount of bond cash-ins has declined from
900 million dollars in September to 160 million in October
and somewhat over 90 million in November. With the
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daily rate of cash-ins now down to about 3 million dollars,
1% billion dollars will have been redeemed by the year-end.
Since the bonds were made redeemable, the total amount
issued has risen from 1.8 biilion dollars to over 2 billion dollars.

The contribution of pay rolls to the income flow is ex-
amined in a subsequent section of this review; the importance
of increased wage payments relative to changes in other
segments is evident from table 2 which gives the distribution
of the national income for the first 3 quarters of 1947.
Larger farm marketings, coupled with higher agricultural
prices, brought higher incomes to farmers in October, but
the scasonally adjusted rate of farm income was virtually
unchanged from the second to the third quarter.

Sales Rise Contributes to Higher Dollar Product

The value of the gross national product, which was esti-
mated in last month’s issue at an annual rate of 232 billion
dollars for the third quarter, has moved higher as the year
draws to a close. Contributing to the increase has been the
further rise in personal consumption outlays as evidenced
by the latest retail sales data. The trend of personal income,
tax payments, savings, and consumption, through the third
quarter of 1947 is shown in chart 3. It should be noted that
the second-to-third quarter changes were affected by the
income bulge which resulted from the redemption of terminal
leave bonds in September. This bulge accounts for the
increase which is shown for personal savings, as there is
some delay between the cashing of the bonds and disburse-
ment of the proceeds.

The marked pick-up in retail trade that occurred at the
close of the summer was sustained during October when
dollar sales volume exceeded the September figure by frac-
tionally more than the usual seasonal increase. Advance
reports for sales at department stores in November suggest
that the lagging of sales at these stores during October
was more than made up in the succeeding weeks.

Food stores and ecating and drinking places reported
increases in October. Among the durable goods group,
homefurnishings and jewelry store sales declined during
October, after seasonal correction, but sales at automotive
stores rose with larger automobile output.

Inventory Accumulation Continues

Evidence of an increase in the investment segment of
gross national product can be found in the inventory reports
for October. However, a substantial part of the increase of
almost 700 million dollars in the book value of retail inven-
tories from September to October represented seasonal
stock building in anticipation of the holiday buying spurt.
In view of the small October rise in the book value of
wholesalers’ inventories—actually, a less-than-seasonal rise—
it appears that consumer goods are moving without inter-
ruption from primary sources to retailers’ shelves. Early in
1947 there had been some evidence of goods accumulating
at the wholesale level.

Manufacturers’ inventories recorded a further advance
in October, bringing the combined book value increase for
manufacturers, wholesalers, and retailers to approximately
1 billion dollars for the month. In the same month last
year the record amount of 1.6 billion dollars was reported.

Counter-Seasonal Advances in Private Construction

Although operations are ordinarily curtailed in November,
new construction activity continued at near-peak levels, as
nearly all components of privately financed construction
advanced contra-seasonally. Despite declines in all types
of public construction, the dollar volume of total new
construction put in place, both public and private, amounted
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to 1,250 billion dollars, a decline of only 5 percent from the
estimate for October.

The value of residential building put in place advanced
to 525 millions dollars in November, as compared with 515

million for the previous month and 335 million in November

1946. Commercial building, after lagging in the spring, has
shown a steady rise and in November was nearly 80 percent
above the springtime low. Industrial construction, which
normally moves downward in the later fall and early winter,
has shown little change in the last several months.

Chart 3.—Disposition of Personal Income
BILLIONS OF DOLLARS BILLIONS OF DOLLARS
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Source of data: U. S, Department of Commerce, Office of Business Economies.
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Housing Starts Top 90,000 Again in October

Permanent private housing units started in October again
totaled 92,000, equalling this year’s record number in
September, according to estimates of the Bureau of Labor
Statistics. Preliminary estimates for November indicate a
less-than-seasonal decline to 82,000 units. Maintenance of
this high level of activity in the latter part of the year marks
a departure from the normal seasonal experience.

To some extent, recent building performance is due to the
increased importance of areas such as California, Texas, and
Florida where recent population increases, coupled with high
employment and incomes, are responsible for the mitiation of
considerable new commercial as well as residential activity.
Since year-round building is possible in these areas, the eflects
of winter-bound building elsewhere are not so apparent in
the national totals. Part of the national inerease, however,
must also reflect construction starts in colder regions which
are planned for completion in 1948.

Little Change in Other Segments of National Product

With respect to the remaining segments of gross national
product—producers’ durable equipment, net foreign invest-
ment, and Government purchases—there are as yet no
evidences of any substantial changes during the fourth quar-
ter. Business equipment purchases appear to be continuing
at the high third quarter rate and Government purchases
are exhibiting comparable stability, although State and local
Government outlays still are edging upward.

The available data are not sufficient beyond the third
quarter to permit a precise generalization about the current
position of net foreign investment. It is apparent that the
major downward adjustment from the high second quarter
rate occurred in the July—September period and that sub-
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sequent changes have been of considerably smaller magni-
tude. The value of recorded exports in October was 125
million dollars above the September figure. The interna-
tional trade situation is covered in two articles in this issue,
which provide detailed statistics for the balance of payments
accounts and Government credits to foreign countries.

National Income in Third Quarter 1947

Availability of estimates of corporate profits now permits
the calculation of total national income for the third quar-
ter. These data were omitted from the tables and discus-
sion relating to third quarter income and produet which
appeared in the November SurvEy.

As was pointed out last month, private wages and salaries
increased materially from the second to the third quarter,
chiefly because of higher hourly earnings. Data now avail-
able indicate that there was a small decline in corporate
profits from current operations (including the inventory
valuation adjustment) from 23.3 billion at annual rates to
22.9 billion. The before and after tax profits were un-
changed. Since the income of unincorporated firms was
stable, the rise in the annual rate of total national income
from 200.1 billions in the second quarter to 203.3 billions in
the third quarter, corresponded to the increase in compen-
sation of employees. National income data for the year to
date are shown in table 2.

Table 2.—National Income by Distributive Shares, First Three
Quarters of 1947

(Billions of dolars)
Seasonally
Unadjusted adjusted, at
i annual rates
I II III I I 111
National income.__. ... . ... 48.9 | 50.2 | 50.8 | 197.6 | 200.1 | 203.3
Compensation of employees_____________.______ 30,9 | 31.7 | 32.3 | 124.7 | 126.3 | 129.7
Wagesand salaries___________________________ 29.5 | 30.3 | 3L.1 | 119.4 | 120.9 | 124.7
Private. ... 24.9 12581 27.1 [ 101.5 | 103.5 | 107.3
Military. ...l 1.2 i.0 1.0 4.6 4.1 3.9
Government civilian________________ .. ____ 341 34 30§ 13.3| 13.2| 13.4
Supplements to wages and salaries.. 1.4 1.4 1.2 5.4 5.5 5.0
Proprietors’ and rental income ! _______________ 11.8 | it.8 1 11.8 | 47.0 | 47.2 | 47.3
Business and professional . _____________.___._. 56| 58] 551 224 21,9 22.1
Farm. . e 4.4 4.5 4.5 17.6 18.0 17.9
Rental income of persons. 1.8 1.8 1.8 7.0 7.2 7.3
Corporate profits and inve:

justment._ _____.____.___ . 5 5.8 5.8 22,4 23.3 22,9
Corporate profits before t: .1 6.9 6.9| 29.0| 27.4 27.4
Corporate profits tax lability_ L9 27| 27| 1.6 | 10.8 | 10.8
Corporate profits after tax______ 3 4.2 42| 17.4 16.6 | 16.6
Inventory valuation adjustment. . T |=1.0|-1.1] =66 | —411 —4.5
Net interest .. .8 .8 .8 3.3 3.3 3.4

Addendum: Compensation of general Govern-
ment employees._ ... __________... 4.5 4.4 3.7 17.6 17.0 16.4

t Includes noncorporate inventory valuation adjustment.
Source: U. 8. Department of Commerce, Office of Business Economies.

Trend of Business Failures

The marked increase in the number of business failures
this year as compared with last refleets to a considerable
extent the rapid postwar expansion in the business popula-
tion, rather than casualties associated with the actual state
of business or with pronounced changes in general business
profitability. Relatively high mortality rates are to be ex-
pected among the more than 1,400,000 new concerns estab-
lished since December 1944.

The upward trend in the number of business failures, in
progress since the end of the war, continued through the
third quarter of 1947 but remained well below the level of
prewar years. From the abnormaily low total of 800 failurcs
in 1945 the number advanced to an annual rate of nearly
4,000 in the fall of this year, as shown in chart 4.
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Chart 4.—Industrial and Commercial Failures: Number
and Current Liabilities
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Sources of data: Dun and Bradstreet, Inc., except data for the 4th quarter of 1947 which
were estimated by the U. 8. Department of Commerce, Office of Business Economics, on
the basis of Dun and Bradstreet reports for October and November.

In the light of the large number of new, unseasoned
concerns 1n the business population, the fact that failures
have remained so far below the rates of 14,800 in 1939,
13,600 in 1940, and 11,800 in 1941 bears additional testi-
mony to the current high level of demand as well as to the
support of progressively rising prices. Omitting the period
since 1943, the level of failures in 1947 was lower than in anv
other year since 1871.

A considerably sharper advance, however, has occurred in
the current liabilities of failing concerns, also shown in
chart 4. In the third quarter of 1947, current liabilities
aggregated 248 million dollars at an annual rate, about 8
times the amount in 1945 and nearly 40 percent above the
1939 peak of 180 million dollars. The preliminary estimate
for the fourth quarter indicates only a small decline from
this third quarter peak. The extent of this rise, of course,
is accounted for in considerable part by the much higher
prices at which the more recent business debts were incurred.

Table 3.~—~Number and Average Current Liabilities of Failures in
Manufacturing Compared with All Industries, 1939 to November
1947

N Average current liabili-
Numbe b P
falillumgritr)xf ties of falllilrll'ﬁ, per firm,
- manufac-
Year turing as
percent of so A | ATanmfac.
all failures Allt:?c(éus 3{;;1[1&{2(
Thous. of | Thous. of
dollurs dollars
119.8 12 124
18.0 12 2
16.1 11 25
15.4 11 24
16.8 14 33
2.7 26 54
32.5 28 56
40.0 62 83
January-March. ... 38.¢ 63 113
Avpril-June. _.___________ 38.9 56 10U
July-September__ ... 34.5 71 95
October-November. ... ... ... ... 34.1 58 117

I Including mining.
Source: Basic data from Dun and Bradstreet, Inc.
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When rough correction is made for this factor, the annual
rate of current liabilitics of failing concerns in the third
and fourth quarters of 1947 is at least 30 percent less than
i 1939.

High Failure Rate in Manufacturing

An additional factor of importance in the prevailing high
level of current liabilities is the relatively greater frequency
of failures among manufacturing concerns during the past
three years when compared with previous years. From 35
to 40 percent of the failures in 1946 and in 1947 were in
manufacturing, as against less than 20 percent in the years
before the war, as indicated in table 3.

Because of the typically bigger scale of operations, the
table shows, average liabilities for failures in manufacturing
regularly are much larger—most often about twice as large—
as average liabilities for firms in all industries considered as
a whole.!' Moreover, the average level of operations in vir-
tually every field is materially greater now than in the years
before the war., The sharp rise in current liabilities is the
result of the combined effects of all these factors.

As already indicated, the proportion of all failures occur-
ring in manufacturing has increased substantially since 1943
and the years immediately preceding. Underlying this rise
in the relative frequency of failures has been the huge ex-
pansion in the number of manufacturing firms in operation—
far exceeding the proportional increases in other major
branches of industry.

As shown in table 4, the number of manufacturing con-
cerns in operation increased by 48 percent between 1939 and
1947, most of the advance occurring in the period since 1941.
For the total of all industries the increase in number of

! The third quarter of 1947 in this respect was exceptional owing to the failure in July of
several large transportation companies with current liabilities aggregating $10 million. As

a result, the average liabilities per firm for nonmanufacturing concerns was abnormally high,
though still well below the level for manufacturing concerns.
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Table 4.—Number of Firms in Operation, by Major Industry Groups
and Percent Increase, for Selected Periods

Number of firms in opera- | Percent increase
tion (thousands) June 1947 from—

Sep- Sep- June Sep- Sep-
tember | tember 19471 | tember | tember
1939 1941 1939 1941
Allindustries ... ... ... 3.316.7 | 3,398.0 | 3,783.6 14.1 11.3
Mining and quarrying. ... _____.____________ 21.4 23.4 28.3 32.2 20.9
Contract construction_ .. .___._____. _____ 202.1 243.8 267.8 32.5 9.8
Manufacturing. __._._. R 214.2 225.8 316.7 47.9 40.3
Transportation, commun other
public utilities. ... _._. | 20m.7 209.2 227.4 9.5 8.7
Wholesale trade. - 144.8 146.2 176.3 21.8 20.6
Retail trade_ ... S 1,601.4 1 1,620.8 | 1,747.6 9.1 7.8
Finance, insurance. and r - 286.4 285.0 300.0 4.7 5.3
Serviece industries. . ... .. 638.7 643.8 719.8 12.7 11.8
1 Preliminary.
Source: Office of Business Economics.
concerns during the same period was only 14 percent. The

rising failure rate in manufacturing is, therefore, the expected
concomitant of the rapidly growing proportion of young
concerns.

Data relating to business mortality analyzed by age of
concern have shown that roughly 70 percent of all fallures
occur during the first 5 years of operation.? Thus, when
appraised in the light of underlying circumstances, it is
apparent that recent advances in either the number of fail-
ures or in their current liabilities cannot be construcd as
indicative of weakness in the general condition of business.
Rather the figures reflect the fact that even under the
highly favorable conditions existing for new enterprises, an
appreciable proportion of the newcomers are unable to
operate profitably.

2 Sce “Business Turn-over and Causes of Failure,” SURVEY, April 1947, and also *“The
Trend of Business,” Dun’s Review, August 1947, p. 26,

Changes in Labor Income

Labor income has moved upward since the spring of 1946,
and in dollar amount has recently moved above the peak of
the war. The postwar trend in total employment including
the armed forces has been U-shaped-—termination of war
production and demobilization of the armed forces resulted
i a declining trend which was arrested in 1946 as the recon-
version upswing in production got underway, Basic wage-
rates moved steadily upward during this period, providing
initially a partial offset to the post VJ-day reduction in em-
ployment and in the workweek and, in the subsequent
period, contributing to the expansion of wage earner incomes
during the period of rapidly rising prices after price controls
were eliminated.

The following discussion of labor income first summarizes
the salient features of the postwar wage increases and places
these inereases in the perspective of the generally rising trends
of ageregate income from all sources and the buoyant markets
for goods and services which have prevailed throughout the
period.  The discussion then turns to a comparison of the
relative importance of these wage changes as compared with
the effect on labor income of such other factors as employ-
ment, hours worked and overtime pay. TFinally, an attempt
is made to show the diffusion of the wage rate increases
throughout industry and among major manufacturing
industry groups.

Recent Wage Increases

What has in effect amounted to the “first” and “second”
rounds of postwar wage inereases have by now been largely

completed though in each case these were spread over a
considerable period of months. On the basis of the changes
which have occurred as a result of these adjustments, it is

Chart 5.—Total National Income, Compensation of Em-
ployees, and Other Income
BILLIONS OF DOLLARS BILLIONS OF DOLLARS
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Source of data: U. 8. Departient of Commerce, Office of Business Economnics.
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possible to arrive at the following generalizations: (1) the
“second” round of increases resulted in a smaller rise in wage
rates—both percentagewise and dollarwise—than the “first”
round, with various “fringe” adjustments playing an in-
creased role in the more recent settlements; (2) the wage
increases granted appear to have been well diffused through-
out industry, more so in the first period, however, than in
the second; (3) in contrast to the wage negotiations sur-
rounding the “first” round settlements, when considerable
time was lost through work stoppages, the “second” round
negotiations were carried to completion with few major
stoppages; and (4) the postwar increase in money wages has
not resulted in a corresponding gain in real wages, as prices
and living costs have advanced along with the increased
carnings.

Table 5.~Income Originating in Business: Percent Distribution of
Total and Percent of 1929, for Selected Years

Ttem 1629 1939 1940 1941 1946 | 1947 1
Percent distribution of total
Income originating in business ... __._ .. _.__ 100.0 | 100.0 | 100.0 | 100.0 | 100.0 [ 100.0
Compensation of employees_ .. .______._..__ 56.1 | 61.7 1 59.5 | 57.81 60.3 &9. 4
Income of unincorporated enterprises and
inventory valustion adjustment_.._____ 17291 1831 181 18.2| 23.0 22.4
Business and professional_____..___ ... _. 10.6 | 11.0| 110} 10.6| 13.0 12,3
Farm_._____._...__..___.. 7.3 7.3 7.1 7.7 10,0 10. 1
Rental incomes of persons 7.5 5.6 5.2 4.8 4.5 4.0
Corporate profits and inventory valuation
adjustment__._. ____ . _________._____._.__ 12.9 9.0} 12.8 1591 10.6 12.9
Net interest ... oo il o ceiiiiiiiio. 5.6 53 4.4 3.3 1.6 1.2
Percent of 1929
Income originating in business___..__.__..___. 100.0 | 79.1 89.9 ] 116.4 | 195.0 | 228.0
Compensation of employees. .. ._.._._.._.. 100.0 ] 87.06| 95.3 | 120.0 | 209.4 | 241.4
Income of unincorporated enterprises and
inventory valuation adjustment. ______. 100.0 | 81O} 90.9 | 11851} 251.0 1 285.6
Business and professional S 10000 | 820 93.4 | 1158 238.9| 2653
Farm__.___._______ 100. 0 79.5 87.2 | 122.5 | 268.5 315.2
Rental income of pers 1000 | 59.6 | 62.3| 74.4| 118.1 123.3
Corporate profits and inv
adjustment._..__ .. ... ____.__._..... 100.0 55. 4 88.9 1 143.0 | 160.4 227.2
Net interest . .. ... 100.0 75.6 71. 4 69.2 4.4 50.7
i

P Based on first 9 months of 1947, seasonally adjusted.

Source: U, 8. Department of Commerce, Office of Business Economics. For basic data
and explanation of concepts, see National Income Supplement to July 1947 SURVEY.

Wages are only one segment of rising incomes in the post-
war period, as the incomes of farmers, independent business-
men, and corporations have likewise advanced sharply with
the increase in prices. These rising incomes have been one
of the major features sustaining the generally strong post-
war demand for goods and services. Combined with higher
business spending requirements and a lower disposition to
save on the part of consumers since the end of the war,
these pressures of demand on prices became fully operative
after the ending of controls.

Income Shares

Table 5 provides a comparison of the movement of the
relative shares of the income originating in business for the
past 2 years, in comparison with the 3 years immediately
preceding the war, and with 19292 The data presented
refer to incomes originating in business only—that is in
firms, organizations, and institutions which produce goods
and services for sale at a price intended at least to approxi-
mate costs of operations. Incomes such as those originating
in Government, private households, and nonprofit institu-
tions are not included.

Income originating in business was paid out at a seasonally
adjusted annual rate of 178 billion dollars in the first 9
months of 1947, as compared with 152 billion dollars last

3 See table 7 in the National Income Supplement to the SURVEY, July 1947, for greater
detail for the period 1929 through 1946,
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Chart 6.—Change in Weekly Manufacturing Pay Rolls
for Selected Periods
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1 Calculated by applying to gross pay-rolls the conversion factors developed by the U. &
Department of Labor, Bureau of Labor Statistics. (For factors see the Monthly Labor Re
view, November 1942.)

2 Represents change in pay rolls resulting from shift in industry distribution of man-hour
of employment, assuming no change in wage rates oyer the period covere:

3 Represents chanﬂe in pay rolls resulting frem change in average strawht time hourl;
earnings applied to the man-hours worked as of the end of the perlod dxsmbuted accordin:
to the mdustry distribution as of the beginning of the period. In addition to changes 11
wage rates, this component reflects changes in cammﬂs due to upgrading and downgrading
mtra-mdustly shifts, incentive and merit payments, in-grade promotions, and premium pa;
for late shifts and holidays.

4 Represcnts pay-roll etfect due to change in weekly hours of work, using straight-tim
hourly earnings at the beginning of the period and employment at the end of the period.

3 Reflects effect of change in employmment, using straight-time hourly earnings and averag
hours worked at the beginning of the period.

Sources: Basic data, U. 8. Department of Labor, Bureau of Labor Statistics; calculations
U. 8. Department of Commerce, Office of Business Economices.

year, 91 billion in 1941 and 43.7 billion dollars in 1929. I
the light of these greatly differing totals, the movement o
the income shares of the various major groups is of interest
The corporate profit share in 1947 is up from 1946, and th
farm income share is about the same. The other shares aw
down. But, in comparison with 1941 the profits, interes
and rental shares are down and labor and entreprencuria
shares up. Going back to 1929-—the first year for whicl
these estimates have been prepared, but not neecessarily th
most, appropriate year for comparisons of this sort—Ilabor’
share was 56.1 percent as compared to 59.4 percent in 1947
with the corporate profits share unchanged in the 2 years
The distributive share of unincorporated business in 1947 i
considerably higher than in 1941 or any of the earlier years
Part of this income is labor income, representing the return
to the farmer and the unincorporated businessman for hi
personal services. The shares representing net interest an
rental incomes have traced a downward trend over the perio
shown—from a combined total of 13 percent in 1929 to jus
over 5 percent in 1947,

The distributive share going to profits is currently th
same as in 1929. If account is taken of the substantiall
increased profits tax liabilities over this period, profits afte
taxes and inventory valuation adjustment are seen to repre
sent about 7 percent of total income originating in busines
as compared with 11 percent in 1929,
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The inventory valuation adjustment applied to the profit
item shown in the table eliminates those profits or losses
resulting from the determination of cost of goods sold by
methods other than the use of current or replacement cost.
Thus, the estimated rate of 11.7 billion dollars for corporate
profits after taxes and inventory valuation for the first 9
months of 1947 compares with a figure of 16.8 billion dollars
for profits after taxes as reported by corporations.

Military Pay Rolls Cut

Chart 5 presents the trend since 1939 in total compensa-
tion of employees as compared with total national income.
The compensation of employees includes that received by
salaried employees and officials, and of wage carners. These
totals include not only incomes arising in business but also
those in Government, private houscholds, and other areas of
the cconomy, and present a different picture for the post-
war period than that shown intable 5. A portion of the post-
war increase In wage and salary payments by private busi-
ness represented a transfer of persons from military and
Government pay rolls to private pay rolls. Therefore total
compensation of employees did not surpass the war peak
until the third quarter of 1947. With demobilization largely
completed, trends in total pay rolls are currently more
closcly reflecting changes in business pay rolls.

Source of Pay Roll Changes

In order to evaluate the economic significance of the over-
all net changes in that part of the compensation of employees
represented by wage income, it is important to isolate the
different factors contributing to these changes. For this
purpose, it is necessary to distinguish between the manufac-
turing and nonmanufacturing segments of the private econ-
omy, since the magnitudes of the over-all changes and the
relative contributions of the various influences on pay rolls
differed in considerable degree on these broad areas.

Chart 6 illustrates for manufacturing industries the
relative importance of the various influences accounting for
changes in the volume of pay rolls. During the period from
January 1939 to January 1944—that is, to about the peak of
the war effort—weekly pay rolls in manufacturing rose by
almost 500 million dollars. Of this total, 160 million or
about one-third was accounted for by the pay going to the
“new” workers in manufacturing—that is, the amount
represented by the increase in employees. A somewhat
smaller sum——150 million dollars, or about 30 percent of the
total increasc—was attributable to increases in average
straight-time hourly earnings because of basic wage rate
increases, higher incentive pay, job upgrading, and intra-
industiy shifts to better-paying jobs. The remainder,
accounting for about one-third of the total increase, was due
to such factors as a longer workweek, the shift of workers
from lower paying to higher paying industries, and premium
payments received for overtime work.

In five nonmanufacturing industries for which similar data
can be roughly approximated (mining, public utilities,
transportation, wholesale and retail trade, and construction)
the relative importance of the various factors in changing
weekly pay rolls in the war period was quite different from
manufacturing. These industries were in most instances
quite differently affected than was manufacturing where war
production requirements required tremendous expansion.

Weekly pay rolls for these five nonmanufacturing groups
rose less than 200 million dollars or about 65 percent com-
pared with the 280 percent rise in manufacturing pay rolls
between January 1939 and January 1944. Increased em-
ployment accounted for about 54 million dollars of this
mcrease, while about 80 million dollars was attributable to
increased straight-time earnings. Lengthening of the work
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week and overtime pay were of considerably less relative
importance than in manufacturing although longer hours
worked, especially in mining and to some extent in trans-
portation during the war were significant factors.

In the second interval shown in chart 6, the reversal of
these wartime influences on manufacturing pay rolls, exeepd
for the wage rate component, brought shout a net decline
wage income. As a result of lower employment, pay rolls
were reduced by about 90 million dollars; the shorter work-
week accounted for an additional decline of 55 million and
the reduction of overtime preminm payments, and the shift
to lower paying industries had the effect of reducing pay
rolls by 45 million dollars. )

At the same time, and operating in a contrary direetion
as war policies were altered or eliminated, wage rate advanees
were made throughout manufacturing industries. These
wage rate increases held the net reduction in pay rolls from
January 1944 to January 1947 to a total of approximately 70
million dollars.

~The two bars at the right of cach of the panels present o
similar comparison of pay roll changes over the first two
postwar years. The dominant influences in the pay roll
change were the substantial recovery in employment in 1946
and the advances made in straight-time hourly earnings.
The main impact of the reduced workweek on pay rolls was
spent during the April-September period of 1945 and docs
not show up in the first postwar year computations in the
chart. As the chart makes clear, the smaller net gain in
manufacturing pay rolls in the past year as compared with
the first postwar year is attributable to the lessened influence
of employment gains as the reconversion process approached
completion. Wage increases, however, continued throughout
the two-year period and the influence of this factor on total
pay rolls was about the same in each of these years.

Attesting to the firm labor market in the year ended Sep-
tember 1947 is the small but positive contribution of in-
creased hours of work and premium overtime payments, in
contrast to the combined negative value of these factors in
the first postwar year. It may be noted, moreover, that
some of the wartime gain in pay rolis associated with premium
overtime and lengthening of the work week has been retained
in the postwar period.

Chart 7.—Average Weekly Earnings, All Private Non-
agricultural Employees
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Sources of data: U, 8, Department of Commerce. Office of Business Economits. The
quarterly averages were interpolated by the Office of Business Economics chiefly apior tl.e
basis of data of the U, 8. Department of Labor, Bureau of Labor Statistics.
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Table 6.—~Percent Increases in Average Weekly and Hourly Earn-
ings in Private Nonagricultural Industry, Seiected Periods, 1939
to 1947

3d quarter § 3d quarter
Item 1039 to 18t | 105760 30 | 1046 to 3 | 1939 t0 34
quarter . T A quartet
1045 quarter quarter 1047
1946 1947
Average weekly wage-salary:
All private nonagriculture_ ... . .__ 80.5 7.9 9.9 103.0
Manufacturing.. R 98.2 4.3 11.2 106. 9
Nonmanufactaring. .o ... 60. 4 11.6 8.9 9.7
Average hourly wage-sa
All private nonagr: ‘culture ___________ 65.6 11.2 10.3 98,8
Manufacturing___._._____ 64.6 9.3 1.7 95.4
Nonmanufacturing__.._______________ 56.6 14.3 9.1 97.9

Source: U, 8. Department of Commeree, Otlice of Business Economices, and U. 8. Depart”
nient of Labor, Bureau of Labor Statistics.

Postwar Nonmanufacturing Pay Roll Changes

More than half, or 114 million dollars, of the striking rise
in excess of 200 million dollars in weekly pay rolls of the five
nonmanufacturing groups cited above, between September
1945 and September 1946 was attributable to increased
employment, espeelally in trade and construction. Another
65 million dollars of the increase was caused by increased
straight-time hourly carnings, primarily higher wage rates.
During the past year (September 1946 to September 1947)
increased hourly earnings accounted for about 65 percent of
the pay roll rise of 96 million dollars, and employment,
although responsible for a further increase of 21 million
dollars, was, as in the case of manufacturing, of markedly
lessened importance.  Shifts within nonmanufacturing in-
dustries to higher-paying jobs were responsible for more than
20 million dollars of weekly pay roll increases in each of these
periods.  This is in contrast to manufacturing trends, where
m the last 2 years inter-industry shifts resulted in little or no
net addition to pay rolls.

Wage Inereases Widespread

The expansion of pay rolls associated with the postwar rise
in weekly earnings has been widespread throughout indus-
try. Chart 7 presents a comparison of weckly wage trends
in manufacturing, nonmanufacturing, and all private non-
agricultural industry over the war and postwar periods.
The estimates in table 6 help to summarize the recent changes
in average weekly carnings.

The ending of the war brought a pronounced dip in
weekly -earnings for manufacturing largely as a result of
the reduction of the workweek in the war industries and the
loss of overtime which such a cut-back entailed. This redue-
tion in the workweek was, generally speaking, accomplished
by carly 1946; consequently, the increase in weekly earn-
ings in manufacturing over the past year bas reflected more
closely the rise in wage rates.

The nonmanufacturing segment was much less affected
by the lengthening of the workweek in the war period, and
wartime average weekly earnings in this group rose less
sharply than in'manufacturing. For the same reason, the
nonmanufacturing segment showed an almost continuous rise
in the postwar pellod as the wage increases reccived more
than oflset the small initial shlmlxao"e in hours. The
relatively equal pace of weekly earnings in m‘mufactunng
and in nonmanufacturing industries over the combined war
and postwar period is evident in the fact weelly wages were
up about 100 percent for both groups.

Real Wage Gains Limited by Higher Living Costs

While average wagce-salaries of workers have been rising
\tmdﬂy and, for private nonfarm workers, are currouth
about double the amount received in 1939, the gains in real
carnings which, while substantial, are nonetheless very much
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less than the increase in money incomes. In both the war
and the postwar periods, rising living costs served to limit
the purchasing power of dollar earnings. Moreover, In a
prewar-postwar comparison of earnings, an allowance must
be made for substantially higher Federal income taxes.

On the other hand, employment today is much higher than
in the 1939 when a large segment of the working force was
not regularly receiving a weekly envelope. With ‘unemploy-
ment now close to & minimum, a weekly income is being
received by a larger segment of the population, and average
family incomes are higher by more than the inecrease in the
average income per employed person. This is aside from
the substantial growth in the working force over the 8 years
since 1939.

Although gross weekly earnings per employed person are
now somewhat more than double the 1939 average, an ap-
proximate allowance for the rise in prices and for the tax
change suggests that the net spendable ‘“real” weekly
carnings of a single person with no dependents increased by
about 11 percent over this period. Because of the large:
tax exemption granted the worker with dependents, a higher
figure is indicated by a computation of this kind for a persou

Chart 8.—Estimated Adjusted Hourly Earnings, Exclu-

sive of Overtime, All Manufacturing and Major
Industry Groups*
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1 Calculated by applying to average gross hourly earnings the conversion factors developec
by the U, S. Department of Labor, Bureau of Labor Statistics (for factors see th:
Monthly Labor Review, November ]942) This adjustment yields approximate average
stralgm time earnings in most manufacturing industries. The principal limitations to the
use of these factors are that they assume a standard 40-hour work week with time-and
one-half paid for hours worked in excess of 40 hours, hut they do not cotrect for premium pa
for late shifts, Sunday or holiday work. Sec text for further comment upon the use of thes
factors.

Sourges of data: All manufacturing, durable goods, nondurable goods, and basie data fo
the individual industry groups, U. S. Department of Labor, Bureau of Labor Statisties
data for estimated adjusted hourly earnings for the individual industry groups, calenlates
by the U. 8. Department of Commerce, Office of Business Economics.  (See footnote 1 above)
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with three dependents. The estimated rise in real ‘“take
home’”’ pay is almost one-fourth in the latter case.

Compared with the wartime earnings of workers, however,
current average weekly earnings represent a decline in real
“take home” pay for workers in manufacturing industries.
For nonmanufacturing workers, on the other hand, weekly
pay envelopes have increased to an extent approximately
offsetting the postwar rise in the cost of living.

Notwithstanding these differential movements, consumers
have higher real incomes now as they are consuming more
goods daily and adding to their store of durable goods,
e. g., autos and housing, which they could not obtain under
war restrictions. In the process of absorbing the available
supply of goods they have reduced in the aggregate their
savings out of current incomes from the high wartime levels.

Wage Structure in Manufacturing

Calculated straight time average hourly earnings for major
manufacturing industry groups are shown in chart 8 for
January of 1939 and 1944, and September 1947. On an
over-all basis and for the postwar period these earnings
estimates have moved closely with the Bureau of Labor
Statistics urban wage rate series. For the war period, how-
ever, these adjusted earnings appear to have risen more than
actual pay rates.

Several features stand out in looking at the industry’s
“straight time” carnings break-down in chart 8. First of all,
it appears that while some individual manufacturing groups
improved their relative standing, the substantial war and
postwar increases in “adjusted’” earnings in all major groups
have not markedly changed the positions in the general
structure of wage rates.  Automobile manufacture, printing
and publishing, and petroleum and coal products ranked
highest in hourly earnings before and during the war, and
remain at or near the top at the present time. The same is
true at the bottom end of the scale.

Interindustry differentials with respect to “high” and
“low” paying arcas have been substantially reduced in rela-
tive terms as may be easily scen from the chart, even though
the absolute differences have widened.

A second feature of this chart is the generally larger gain
in rates in the postwar years than during the war when wage
stabilization was in effect for most of the period. The only
major manufacturing group deviating substantially from this
pattern is transportation equipment other than automobiles.
It will be noted, however, that while this group of industrics
showed the smallest major group change over the last 23
months, it showed the largest wartime gain. Major sectors
of this industry were severely affected by the transition from
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war to peace, with postwar demand far below the heavy
requirements of wartime.

With respect to the calculations in the chart, it may be
noted that the formula used to adjust reported average
hourly earnings to a straight-time basis assumes time-and-
a-half for hours worked over 40 hours a week; hence, in an
industry where this is not the case, the level of earnings
may be different from that shown. For example, in some
of the apparel industry, where overtime is paid for work
in excess of 35 hours, it appears that the use of such a formula
overstates the actual level of straight-time earnings. On
the other hand, in an industry such as food manufactures,
the level shown in the chart is understated to the extent
that a substantial portion of the industry may not start
paying overtime after the fortieth hour.

Nonmanufacturing Wage Rates Share Rise

Changes in wage rates in nonmanufacturing industries
have roughly paralleled in movement those for the manu-
facturing segment. There are in the former group impor-
tant industries, such as mining, construction and railroads,
where average wage payments equal or surpass earnings in
most of the manufacturing industry groups.

The nonmanufacturing group as a whole, however, contains
a larger proportion of lower paid occupations which, taken
as a whole, do relatively well in a tight labor market in which
more opportunities are afforded to move into higher bracket
classifications and wage incentives are necessary either to
hold workers or to attract replacements from outside the
normal labor force.

Income of Some Groups Change Slowly

In view of the large-scale advance in wages which occurred
in the war and postwar periods, it may appear striking thav
the general structure of wages in private industry was not
changed even more extensively over the period. This result
can be attributed in large part to the widespread existence
of a heavy demand for workers’ scrvices. Behind this
feature of the labor market lay the substantial and gencral
buoyancy of the product markets which made possible the
rapid advance in prices and the maintenance or advance in
other incomes.

The apparent preservation of the general pattern of prewar
wage differentials in private industry should not obscure the
fact that earnings in public and semipublic employment have
generally lagged behind in the broad upward trend and that
some forms of nonlabor income—real property incomes being
an outstanding example because of rent controls, but there
are others such as interest and pensions—have not sharced
proportionately in the general income advance.

Role of Credit in Present Business Expansion

The rise in the dollar volume of business since the middle of
1946 has been facilitated by the most rapid increase in
private credit at least since 1920.

Private outlays for construction and producers equipment
over the past 18 months, plus the increased book value of
business mventories, have required a gross investment of
roughly 55 billion dollars. Less than two-thirds of this
amonunt has been available from depreciation, other reserves
and retained carnings over the 18-month period. The
balance has been financed by loans from commercial banks
and other financial institutions, by direct investmoent of
personal savings, by new sceurity issues, and by sale of
business holdings of Government securities. Changes in
other liquid assets over this period have been small.

T68643-—47—2

The increase in consumer expenditures has also been
financed in part by the expansion of consumer credit. On
balance, consumers are still spending less than their current
income, although a considerable part of current saving is in
the form of contractual savings, such as insurance and mort-
gage amortization. The net expansion of consumer credit
does provide many families with funds whieh they would
not otherwise have for additional current expenditure.

Large Expansion of Commercial Bank Loans

A large part of the credit expansion has taken place at
commercial banks. The outstanding loans of insured com-
mercial banks and of weekly reporting member banks (which
account for 99 and 60 percent, respectively, of the loans ol
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Chart 9.—Total Consumer Credit and Business Loans
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I Bepresents total consumer credit outstanding, end of the month.

2 Data sre for the Wednesday nearest end of month for the Federal Reserve weckly report-
ing member banks. Data beginning with July 1946 are the revised series; data prior to July
1946 were computed hy the U. S, Department of Commerce, Office of Business Econornies,
raising the former Federal Reserve series to the higher level of the revised series by applying
she July 3, 1947 (beginning of the revised series) ratio of revised to the former data.

Sources of data: Board of Governors of the Federal Reserve System, except as stated in
footnate 2 above.

all commercial banks) are shown in table 7. Over the 17
months from June 1946 through November 1947 the com-
mercial and industrial loans of all commercial banks increased
by about 8 billion dollars or roughly two-thirds.

The movement of lcans shown in chart 9 (which includes
a small amount of agricultural loans) has paralleled the ex-
pansion of business inventories. After the sharp increase
in the fall of 1946 and the first quarter of 1947, the slowing
up of the rate of inventory expansion was accompanied by
an actual decline in loans in the second quarter of 1947.
With the resumption of buying for inventories since mid-
year the sharp upward trend has been resumed.

The percentage increase in real estate loans and consumer
loans by all commercial banks over the same 17-month
period has been about as large as the commercial and indus-
trial loans. On the other hand, loans for purchasing or
carrying securities have declined considerably.

Statistics on other lending institutions and on lending by
individuals are less current and less complete than for banks.
Enough data are available, however, to indicate that trends

Table 7.~~Loans of Commercial Banks

[Billions of doliars]

June 29, | Dec. 31, [June 30,
1946 1946 1947
Allinsured commercial banks:
Uommercial and industrial . ..o . ___.__ 10.3 14.0 14.8
Agricultural .__________.__ - 1.4 1.4 1.5
Realestate. . .o .___.._. - 5.7 7.1 8.2
For purchasing or carrying securities_ . 5.1 3.1 2.8
CONSUMer . i - 3.1 4.0 4.9
Other_ _____.___ - 1.2 1.1 1.0
17 26.8 30.7 33.2
July 3, | Dec.31, | July 2, | Nov. 26,
1946 1946 1947 1947
Weekly reporting member banks:
Commercial, industrial and agricultural_.__.__ 8.5 11.3 11.8 14.3
Realestate . ... - 2.0 2.5 3.0 3.4
For purchasing or carrying securities___ 4.3 2.7 2.3 1.9
Other (largely consumer) - _______._....._._.._ 2.5 2.9 3.2 3.6
Total . el 17.2 19.4 20.3 23.1

Source: Board of Governors of the Federal Reserve System.
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of various types of loans in specialized lending institutions,
such as insurance companies and mutual savings banks have
followed, generally, the same trends as the same types of
loans at commercial banks. The absolute magnitudes, how-
ever, differ widely since, for example, commercial banks
malke a large part of all commercial loans and a smaller part
of all consumer and real-estate loans.

New Securities Also Important

In the 15-month period from June 1946 through September
1947 corporations obtained almost 5 billion dollars of “new
money’”’ from security issues. The proceeds over this period,
in comparison with much smaller amounts in preceding
years, are shown in chart 10. This is the highest rate ol
“new money’’ issues for the 14-vear period for which com-
parable statistics are available.

The larger part of these issucs was in: the form of bonds.
New issues of preferred stock, particularly of the convertible
debenture types, have been sizable in 1947. The proportion
in common stock, however, has been much less since the
sharp decline in stock prices in August and September 1946.

Decline in Government Securities

In contrast to private credit, the amount of Federal in-
terest bearing securities publicly held declined from 239
billion dollars on June 30, 1946, to 222 billions on November
30, 1947. The shrinkage was greatest early in this period
when some debt was retired out of eash balances. The
seasonal bulge in income tax payments should make possible
some further reduction in the next few months.

Most of this shrinkage came out of commercial bank
holdings of Federal securities which declined about 15
billion dollars over the 17-month period. Federal Reserve
Bank holdings declined less than 2 billion dollars. Changes
in other public holdings were small but there was some
shift from nonfinancial corporations te individual investors.

Commercial bank holdings, however, are still large, 70
billion dollars as compared with 16 billions in 1939.  The
significance of these holdings lies in the fact that by selling
them banks are able to expand business loans without draw-
ing on their reserves at the Federal Reserve banks.

“In the absence of any other buyer” for Government
securities, “the Federal Reserve is obliged to purchase them,”

Chart 10.—Corporate Security Issues: New Money !
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as Chairman Eccles remarked in a speech on September 25.
This creates new reserves which can provide the basis for an
expansion in credit of several times the amount of Govern-
ments sold.

Interest Rates Rising

Notwithstanding the large commercial bank holdings of
Governments, the rise in interest rates in recent months
attests to the fact that credit, particularly in the security
markets, is becoming less eagy. The small changes to date
have attracted attention chiefly because of the possibility
that they may be the beginning of a trend.

In the field of Federal Governient securities the Federal
Reserve is no longer buying all bills offered at threc-eighths
percent. The most recent 13-month notes bear a 1%-percent
rate as compared with 1 percent previously and % percent a
few months ago. Yield to call on the longest term bonds,
which bear a 2¥%-percent coupon, has moved from 2.32 in
September to 2.44 in late November.

Corporate bond yields, which during 1946 and the first
eight months of 1947, had fiuctuated without a pronounced
trend, have moved upward since then. Moody’s average
for all issues inecreased from 2.8 percent in August to 3.0
percent in November. This movement reflects in part a
widening of the spread between corporate and Government

ields.

Y Interest rates charged on new loans by commercial banks
are slightly higher now than those charged in the first half
of 1947. The fact that the Federal Reserve series on
average rates charged on customer loans by banks in leading
cities did not move upward through September is chiefly the
result of the increase in the proportion of large loans which
pay lower rates.

Continued Effect of Wartime Credit Expansion

The present high level of demand for goods and services
relative to the value of goods and services produced, and
the consequent upward pressure on prices, is due not only
to the accumulated needs for durable goods, and to the ease
with which eredit can be obtained to finance the purchase
of those goods, but also to the continuing effect of wartime
credit expansion to finance Government war expenditures.

The volume of currency outside banks plus demand
deposits (adjusted to eliminate inter-bank deposits) has
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Chart 11.—Liquid Assets and Disposable Personal Income
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expanded more than in proportion to the increase in dis-
posable income since 1939. The volume of time deposits
plus U. S. Government securities (other than those held by
banks and Federal agencies and trust funds) also has in-
creased considerably more than disposable income. These
changes are shown in chart 11.

Public holdings of liquid assets provide a source of funds
for current expenditure without resort to borrowing. Also,
they encourage expenditure from current income or from
borrowed funds. Both producers and consumers choose to
spend on consumption and for inventories, equipment and
construction more than they would if they did not have this
liquid reserve.

Postwar Operating Experience of Domestic Air Lines

The air transport industry was in a more favorable posi-
tion for a very large and rapid expansion of capacity at the
end of the war than were most other industries faced with
inadequate facilities relative to the enlarged postwar market.
The immediate expansion problem for the air carriers was
twofold: (1) to convert surplus military aircraft for com-
mercial travel; and (2) to hire and train large numbers of
new personnel. The postwar needs of the earriers for newly
constructed facilities drawing upon raw materials and prod-
ucts in tight supply were less pressing than was the case
for many other industries.

The expansion of the air lines was already under way in
early 1945 and was stepped up sharply in 1946. The number
of planes in scheduled domestic and territorial service rose
from less than 300 in early 1945 to 420 a year later and to
almost 800 at the beginning of November 1947. Because of
the larger average carrying capacity of new planes coming
into service, the total scating capacity of the air lines rose
far more rapidly—from 5,400 at the )tr)eginning of 1945 to
8,400 at the beginning of 1946 and to an estimated 26,000 in

November of this year. This represents almost a fivefold
increase in seating capacity in less than a 3-year period.
The cost of the expansion program for the 2 years ending
July 1, 1947, amounted to $235 million, or about 8 times the
net book value of the investment of the carriers in property
and equipment at the beginning of 1945.

The volume of passenger-miles flown kept pace with the
additions to capacity during most of 1945. Thereafter, the
sharp rise in available seat-miles outdistanced the gain in
passenger-miles flown and resulted in a decline in the pas-
senger load factor from about 90 percent in the summer of
1945 to 80 percent in the summer of 1946 and to about 65
percent a year later.

The downward adjustment of the load factor, coupled with
high operating expenses associated in part with the large
expansion program, seriously impaired the profit position of
the carriers. A net operating loss of $6 million was reported
in 1946 and preliminary indication point to a larger operat-
ing deficit for the current calendar year, despite an increasc
in passenger rates and despite the steps taken by the carriers
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to bring operating expenses into better relationship with
revenues. However the carriers will make a better profit
showing in the second half of 1947 than in the first half.

This episode in air transportation history provides one of
the first postwar examples of an industry that underwent a
sizable cxpansion in capacity in anticipation of a large
growth in the market for its services and then was placed
under heavy pressure to effect operating economies because
the rise in unit costs had wiped out its profit margin.

Postwar Expansion Program

During the war a substantial volume of demand for air
transportation went unsatisfied because of the necessity for
the Armed Forces to requisition approximately half of the
domestic fleet in 1942, and of the inability to obtain new
aircraft. Much of the available space was set aside for
priority passengers and the average civilian frequently was
unable to obtain accommodations,

At the first possible opportunity—which proved to be
early 1945 when some military transports were declared
surplus—the carriers added to the number of aircraft in
service and took other steps necessary to carry a larger
volume of traffic. The expansion in the total number of
available seats is shown in the upper panel of chart 12. The
estimate of capacity is an approximation obtained by multi-
plying the total number of passenger and all-cargo aircraft
n service by the average number of available seats per plane.
(The overstatement due to the inclusion of all-cargo planes
amounts to less than 7 percent in 1947 and to an even smaller
percentage in previous years when freight traffic handled by
the scheduled airlines was less important than in 1947.)

Chart 12.—Available Seats, Available Seat-Miles, and
Revenue Passenger-Miles Flown, Scheduled Domestic
Air Carriers.!
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The lower panel of the chart illustrates the growth in the
actual number of available passenger scat miles in relation
to the number of revenue passenger miles flown. Available
seat miles are defined as the number of miles flown multiplied
by the number of passenger seats available; revenue passen-
ger miles represent the total distance flown by all fare-paying
passengers. The seasonality which became quite marked in
1946 and 1947, as was the case before the war, reflects the
canceling of scheduled flights as a result of bad flying weather
and the normal falling off of passenger traffic during the
winter months. Cancellations or reductions in the number
of flights do not affect the curve in the upper panel of the
chart which is based upon the capacity and number of avail-
able planes rather than on the seat miles actually flown.

Larger Unutilized Capacity

The increase in unutilized capacity is emphasized by the
widening gap between the two curves in the lower panel of
the chart and also by the trend in the passenger load factor
shown in the bottom panel of chart 13. Seat-mile capacity
moved upward to new high levels in 1947, but actual revenue
passenger miles flown failed to surpass the August 1946 peak
and were lower in the third quarter of this year than a year
ago. For the first 9 months of 1947, however, revenue pas-
senger miles operated were 5 percent higher than in the
comparable period of 1946. On a monthly average basis,
revenue passenger miles rose from 280 million in 1945 to
496 million in 1946 and 517 million in the first 9 months of
1947,

In addition to seasonal factors, the month-to-month move-
ment of passenger-miles flown reflects the repercussions of
a series of domestic and foreign plane accidents in the late
fall and winter of 1946-47 and in May and June of 1947.
A further factor was the grounding of all planes of a major
transcontinental carrier for a 6-week period in October-
November 1946 because of a labor-management dispute.

To some extent the postwar expansion in air travel was
stimulated by a more favorable comparison than in prior
years between air fares and first-class train rates as a result
of the reduction in the basic air rate from 5 cents to 4% cents
per mile in the late summer of 1945. The 5-cent-a-mile rate
was restored in the Spring of 1947, but a subsequent rise in
Pullman fares tended to preserve the previous air-Pullman
rate relationship. Passenger-miles flown during the first
9 months of 1947 were 44 percent of first-class rail passenger
mileage, as compared with 12 percent in 1945 and about S
percent in 1939,

Growth of Traffic

The magnitude of the postwar expansion is further re-
flected in the tremendous increase in the volume of traffic
handled by the airlines as shown in table 8. Total revenue

Table 8.—Trafhic of Scheduled Domestie Air Carriers !

1
Passenger traffic Al other traffic i
{ Total
I ey o
Number of | Revenue Ex,ﬂ,rﬁﬂss ‘tlz)eg_‘rﬁﬁéq
N revenue passenger- P freight, G 2
Period passengers roiles Mail and excess; of traffic 2
carried flown baggage |
Thousands| Millions | Thousands of ton-miles fown
- y
2,728 1. 141 10, 036 4,425 ] 120
8. 576 3,362 65, 100 26, 539 |4 7.
12, 209 5, 947 32,956 44, 833 654.
8§, 994 4,413 24, 442 27,628 1‘ 470, 832
9, 780 4,654 23, 969 46, 663 i 518, 903

! Include trunk, feeder and territorial lines.
< Includes mail, express, freight, excess hageage, and revenue passenger traffic, all ex-
pressed in terms of ton-miles. Data for 9 months of 1947 are preliminary.

Source: Civil Acronautics Board.
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ton-miles of traffic carried in 1946 increased more than 50
percent over 1945 and a further gain, although of a more
moderate proportion, is indicated for the current year.
Revenue passengers carried in 1946 nearly doubled the 1945
volume and was more than four times as many as in 1940,
Although there has been an increase in the number of pas-
sengers carried in the first 9 months of 1947 as compared
with the same period a year ago, the volume in the third
quarter of 1947 was fractionally lower than in the comparable
period last year.

The sizable drop in mail traffic from 1945 may be at-
tributable, in large part, to a reduction in armed services’
mail. The ton-mile volume of express, freight, and excess
baggage has shown a substantial advance. However, the
bulk of the gain in the first 9 months of this year as compared
with the same period last year has been due largely to the
rapid development of air freight, which increased from a
negligible quantity in 1945 to about 15 million ton-miles in
1946 and to 21 million ton-miles in the first 9 months of
1947.

Operating Losses Incurred

As a result of the huge expansion program, total operating
revenues of the domestic air carriers rose from an average
of $18 million a month in 1945 to $26 million in 1946 and $30
million in the first 9 months of 1947. In comparison with
the prewar period, the composition of revenues has under-
gone a striking change, with mail payments to carriers de-
clining from about one-third of total revenues in 1939 to
about 7 percent in 1946 and 1947.

Operating expenses, however, rose at an even faster rate
than did revenues, from a monthly average of $15 million in
1945 to $27 million in 1946 and more than $31 million in the
first 9 months of this year. As a result, net operating income
(before income taxes and offsetting nonoperating items) fell
from a profit of $34 million in 1945 to a deficit of $5.7 million
in 1946. After deducting all charges, a net loss of $6.4
million was reported for 1946 which compares with a net
profit of $17 million in 1945 and the peak of $19 million in
1944.

The trend of revenues and expenses on a ton-mile basis,
shown in the middle panel of chart 13, presents a somewhat
different picture relative to the war and prewar experience.
Revenues per ton-mile have remained substantially below
the averages for the prewar and war years, largely because
of lower passenger rates in effect. Operating expenses per
ton-mile were steadily reduced until the middle of 1945 when
the expense curve turned sharply upward. In the third
quarter of 1947 expenses per ton-mile averaged 51 cents, as
compared with the low of 39 cents in the second quarter of
1945 and 63 cents in 1939.

Postwar Rise in Unit Costs

One of the important factors contributing to the postwar
rise in per ton-mile expenses is the reduction in the passenger
load factor to about 67 percent in the third quarter of 1947.
About 85 percent of total revenues was derived from pas-
senger fares in the first half of 1947. When pay loads
hovered close to 90 percent of seat-mile capacity during
1943-45, expenses were spread over a broader base. The
direct relationship between unit costs and the margin of
unutilized capacity is a normal characteristic of business
operations generally.

Among the other factors which contributed to the rise in
unit operating expenses were increases in wage rates and
costs of materials and the toll of postwar accidents. To some
extent, also, various costs associated with the expansion
program, such as those incurred in training the large number
of new personnel and in converting certain facilities, were
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Chart 13.—Operating Revenues and Expenses,and Passen-
ger Load Factor, Scheduled Domestic Air Carriers.!
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charged to current operating expenses rather than to capital
account. Moreover, the proportion of depreciation charges
to total operating expenses has risen substantially as a
result of the larger postwar fleet, increasing from an average
of 5 percent of total costs in the war years to 8 percent in
1946 and to nearly 10 percent in the first half of 1947.

Heavier Fixed Charges

The increase in the fixed charges of the air carriers also has
contributed to the postwar impairment of their profit
position. As a result of the postwar expansion—the bulk of
which was financed by issuing $140 milion of bonds and $80
million of preferred and common stock during the 2 years
ending June 30, 1947 —the capital structure of the industry
has undergone a fundamental shift. Aggregate long-term
debt of the entire air-line system amounted to about$150,000
at the end of 1944, as compared with $137 million in mid-
1947. Interest charges on funded debt were negligible prior

(Continued on p. 24)



Developments in International

Finance and Trade

Part I—International Transactions

The third quarter of 1947 brought new evidence of the
basic disequilibrium in international economic relations:
The virtual exhaustion and temporary freezing of the un-
expended part of the British loan, intensified import restric-
tions by countries in all parts of the world, and the aggra-
vation of the economic ecrisis in Western Europe. Net
export of goods and services by the United States continued
high, although dropping from an annual rate of 12.8 billion
dollars in the second quarter to 10.5 billion in the third.
The decline was caused entirely by a decline in exports rather
than a rise in imports of goods and services. In fact,
merchandise imports were somewhat less in the third quarter
than in the second but this drop was largely offset by the
seasonal increase in tourist expenditures. The continued
failure of merchandise imports to achieve their prewar
relationship to national income, emphasizes the difficulties
confronting the establishment of a new equilibrium in inter-
national economic relationships.

Postwar Trade Changes Increase Dollar Demand

Shifts in international trade caused partly by disruption of
production and by increased demands account largely for the
present world-wide disequilibrium. Most of the major
countries which are represented in table 1, show a larger
increase of imports than of exports during the first half of
1947 as compared to prewar years. This seems to be even
more true for certain countries in the Western Hemisphere
than for most countries in Europe. Such an imbalance of
trade (unless offset by other current account or long term
capital transactions) reflects a domestic income inflated by
credit expansion with a corresponding increase in foreign
purchasing power. The large rise of imports by certain
Western Hemisphere countries suggests that the most appro-
priate correction may be reduced imports, while in the case
of European countries higher exports may be required to re-
store the equilibrium.

European countries, notwithstanding their bad harvests
and their much greater need for replacement of consumer
and producers goods lost during the war, increased their
total imports relatively less than the Western Heiisphere
countries, and, taking the rise of prices into consideration,
at least the United Kingdom absorbed less foreign goods
than before the war. Nevertheless, they also contributed
to the rise of international disequilibrium because their ex-
ports did not yet rise sufficiently to pay for even a normal
level of imports. The failure of their exports to rise more
not only affected their own over-all balance-of-payments
position but was at least partly responsible for the world-
wide dollar scarcity, because 1t forced other countries to

NoTE.—Prepared by Walther Lederer on the basis of data compiled by the International
Economics Division, Office of Business Economics. Tables 2-7 present revisions and
more recent data for comparable tables published in the September issue (pp. 5-8).
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increase their purchases in the United States relatively
more than their total imports.

As finished products became more plentiful in this country,
and as price controls were terminated, exports, particularly
to countries of the Western Hemisphere, started to rise.!
From the last quarter of 1948 to the second quarter of 1947
total transfers of goods and services from the U. S. rose from
3.8 billion dollars to 5.3 billilon—nearly 40 percent. The
“cash or credit” export surplus (. e. after deducting that
part which was financed by umlateral transfers), nearly
doubled during the same period from 1,354 million dollars
to 2,590 million.

The methods by which the third-quarter export surplus
was financed varied considerably from country to country.
The export surplus with western Europe was entirely financed
through loans and gifts, mostly by the government (see
table 8). To some extent (about 40 percent) this also applied
to our export surplus to eastern Europe, Asia, Africa, and

Table 1.—Total International Trade and Trade With the United
States of Selected Countries, 1936-38 and the First Months of
1947

Average 1036-38 First 5 or 6 months of 1947 (at annual
Trat%e Tra(lll]e Percent of 1936-38
wi wit.
Country Total the Total the
United United Trade
States ! States ! with
Total the
United
Millions of dollars States
EXPORTS
923 344 2,657 1,021 288 297
221 53 448 262 203 494
572 82 1,377 178 241 217
319 107 1, 096 410 344 383
Belgium. 754 59 1,290 54 171 92
France__._. 932 65 1.795 53 193 82
Netherlands_____ 362 45 558 19 99 42
Sweden._.._....__ - 454 51 634 60 140 118
United Kingdom . - 2,681 174 4,444 202 166 116
China______...__. 205 75 331 141 161 188
Australia. oo ... 541 25 ! 987 167 182 668
IMPORTS

Canada. .. _.ooeeema . 696 453 2, 501 2,001 359 462
Mexico. ... - 139 82 718 649 517 79
Argentina______ - 427 79 968 613 227 776
Brazil. . __________ - 277 60 1,218 730 440 1,217
Belgium._. .- e 818 77 1,663 474 203 616
France. ._....... . 1, 530 143 2, 803 920 183 643
Netherlands_.__._ e 761 81 1,459 386 192 477
Sweden. ... - 494 57 1, 200 449 243 788
United Kingdom_ .. 4, 600 499 6, 594 1,238 143 248
1.0 H Y . 275 44 670 472 244 1,073
Austrada_ ... ... 470 67 830 208 177 310

t United States export data; even though these data are not strictly comparable to foreign
import statistics, the differences between the two periods may still be significant.

CSource: Department of Commerce, Office of International Trade and Bureau of the
ensus.

1 See chart 5, p. 6, SURVEY, September 1947,
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Oceania. The countries of the Western Hemisphere,
bowever, had to finance their excess purchases here from
their own resources or from gold and dollars received from
European countries. 'The rising need for dollars led to an
increasing demand for settlement of international balances
between foreign countries in gold or dollars.

British Loan Provided Dollar Exchange

A major source of dollars during this period was the
British loan, particularly when, in accordance with the loan
agreement, third countries became eligible to convert their
currently received sterling into dollars. The Chancellor of
the Exchequer, before the House of Commons on October 24,
disclosed that of the 3,115 million dollars of the British loan
spent up to August 20, 1947, only 1,350 million was paid
directly to the United States, while the remaining 1,765
million was transferred to other countries, which in turn
could use this money to settle their trade deficit with the
United States.

With the practical exhaustion of this source of dollar
exchange by the end of August, European countries found
it more and more difficult to settle their adverse balances in
dollars. Other countries, therefore, found it inereasingly
difficult to obtain dollars for their exports to Europe and
had to draw to an increasing extent on their own reserves
to pay for imports from the United States. Thus, the
balance of payments difficulties spread even to countries
which so far had been able to escape them. By November
even Canada had to impose drastic restrictions on imports
and foreign travel.

Table 2.—International Transactions of the United States

{Miliions of dollars]
1047
: Second .
First Third
quarter (?él‘f‘iggedr ) quarter
Receipts:
Goods and serviees:

GOOAS . - e 3,011 4,306 3,831
Income on investments 162 269 150
Other serviees. oo iiiiiican 500 679 659
Total goods and serviees. ... _________________ 4,663 5,254 4,640
Unilateral transfers. ... ... 173 159 88

Long-term capital:
Movements of United States capital invested abroad.___ 289 351 100
Movements of foreign capital invested in United States. 7

Total long-term capital 296 351 100
Total receipts. e 5,132 5, 764 4,828
Payments:
Goods and services:
GOOAS - - e 1,495 1,529 1,396
Income on investments - 47 52 57
Other serviees. .. .o mmceceiaeoo 448 465 562
Total goods and serviees. __.___.____ ... 1,990 2,046 2,015
Unilateral transfers. . ... ... 775 776 751
Long-term capital:
Movements of United States capital invested abroad. .. 4,163 1,878 1,860
Movements of foreign capital invested in United States__ 51 25 34
Total long-term capital.« - cioomcoaiaaaao 4,214 1,903 1,804
Total payments. ... 6, 979 4,725 4, 660
Excess of receipts (-}-) or payments (—):
(Goods and services. . .} 2,673 +3, 208 +2, 625
Unilateral transfers. . - - - —602 —617 —663
Goods and services and unilateral transfers 42,071 +2, 591 +1, 962
YLong-term capital. . ... ... —3,918 | —1,552 —1,794
All transactions. ... . —1, 847 -+1, 039 4168
Net flow of funds on gold and short-term capital account:
Net inerease (—) or decrease (+) in gold stock__.__._____. +81 —792 —667
Net movement of United States short-term capital abroad. —112 -312 4150
Net movement of foreign short-term capital in United
States. . e +1, 686 —376 —212
Net inflow (+) or outflow (—~) of funds._. ..cooooooo. o +1,655 | —1,480 729
Errorsand omissions____.____ .. __ . ... -+192 —+441 4-561
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World Dollar Resources Decline Rapidly

The increasing stringency of the foreign dollar supply
situation is also shown by the fact that total visible gold and
dollar resources of all foreign countries shrank from 5.5
times the annual rate of the excess of their purchases over
their sales in this country at the beginning of the vear to
only 2.3 times at the end of the third quarter. (See chart 1.)
The comparable ratio for the European allies represented
at the Paris Conference fell from 4.5 to 1.8. In other words,
the resources at the disposal of these European countries
at the end of September would suffice to finance an import
surplus from the United States at the third-quarter rate
for not quite 2 years. Actually, however, since these coun-
tries also have an import surplus from the rest of the world,
their resources would be exhausted much earlier. Furtlher-
more, even this calculation applies only to the group as a
whole. Some of the countries, like France and Italy, have
exhausted their financial means to a much greater extent.

Instability Not Proof of Reconstruction Failure

Thus it may appear superficially that during the 2 years
since the end of the war the world economy—notwithstand-
ing our own and other countries’ great contributions to world
relief and rehabilitation—has not progressed significantly
toward a balanced condition.

There are several reasons, however, why it would have been
difficult to achieve a balance at an earlier date. First, the
disequilibrium, to the extent that it is due to an unequal
credit expansion and consequently to an increase in foreign
demand over foreign sales particularly in Western Hemi-
sphere countries, could not become obvious as long as supplies
in the United States available for exports were relatively
scarce. Only after increased foreign imports during the
first half of this year made it necessary for these countries to
draw upon their gold and dollar reserves was it imperative
for them to impose import restrictions or to look for meore
basic adjustments through lowered exchange rates or
reduced internal prices and incomes.

Second, where economies were greatly disorganized by the
war, stability can hardly be achieved before it is possible to
accumulate sufficient mventories of producers and con-
sumers goods to absorb disruptions of production such as
those caused in Europe by the severe winter and bad harvests
of the last year. The accumulation of such stocks, however,
presuppose to a large extent the restoration of the pro-
ductive capacity, and in fact the increase of production
above the level of current consumption.

The mere fact that this end stage of the reconstruction
process has not been reached yet, and that, therefore, the
impact of disturbances can still spread throughout the
economic systems of these countries, should not minimize
the extent to which production increased during these last
2 years as is shown for some countries in the fellowing table:

Industrial Production Indexes, 1937=100

1945 1947
Belgium._ _ . . ____.._. 31 81 (July)
Denmark_ . ___ . ___ 74 102 (July)
Finland_ _ . _______ __ . ____ 52 87 (March)
Franee_.__ . _ . _ o ____.._.__ *60 94 (July)
Netherlands. - __ ____________ . ____.______ 41 95 (July}
Norway . - 69 120 (August)}
Poland.__________ .. ___ 48 115 (June}
Sweden. ... ___._. 88 109 (Julv)

*January 1946.

Source: Monthly Bulletin of Statistics, Statistical Office of the
United Nations, October 1947,
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Table 3.—~Financing United States Foreign Trade

1047
First quarter Second quarter{ Third quarter
Bil(l)lf(ms Por- Bll})lf()ns Per- Bll(l)lrons Per-
doltars | %1% | gollars | N | doltars | o0t
Total goods and serviees transferred .. . 4.7 100 5.2 100 4.6 100
MEANS OF FINANCING T - - T
Through goeds and services sold to
United States..._____.._._______._.__. 2.0| 42.5 2.0 38.3 2.0 43.4
Through liquidation of long- and short-
serm foreign assets, including gold . _. 1.2 255 .21 23.1 .9 18.8
‘Through dollar disbursements by Inter-
national Bank and Monetary Fund._..{.________|._..__. .1 1.9 .3 6.3
“hrough long- and short-term United
States eredit-. ... ... . _. 1.1 23.4 1.7 32.7 1.4 29.3
Through unilateral transfers (in kind
or raoney) 61 12.8 6] 115 .7 14.3
Frrors and omissions. . —.21 —4.2 -4 =77 -6 —12.1

Note. Figures will not necessarily add to total because of rounding.

Government Loans Decline

The widespread decline in unutilized credit margins, as
well as in gold and dollar balances available to foreign coun-
tries, was reflected in the way in which our exports during
the third quarter were financed. The portion financed by
7. S. loans and investments declined from 1.7 billion dollars
or 33 percent of total exports of goods and services in the
second quarter to 1.4 billion or 29 percent in the third (see
table 3). This decline took place in spite of a 350 million
Jdollar increase in disbursements on the British credit (table

7).
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Disbursements of Export-Import Bank loans fell by about
190 million dollars to about 60 million, the lowest since the
last quarter of 1945. Credits on surplus property and ship
sales declined about 30 million dollars. Omitting the pay-
ment to the International Bank in the second quarter, net
long-term Government loans increased by about 76 million
dollars. This increase was more than offset by a decline in
short-term Government lending activity. During the
second quarter the short-term account was inflated by a
nonrecurring advance by the Commodity Credit Corporation
of 245 million dollars against sugar purchases in Cuba, of
which about half was repaid in the third quarter. This
transaction alone accounted for a decline of net disburse-
ments on Government credits of almost 400 million dollars.

Increased Disbursements by World Bank and Fund

The net outflow of private long-term capital, which in-
cluded for the first time the purchase of 250 million dollars
of debentures of the International Bank, reached a postwar
high of 376 million. The new capital issues by the Inter-
national Bank increased its total dollar receipts to about
975 million, of which 232 million were disbursed by the end
of September, and another 263 million committed. The
uncommitted dollar resources of the International Bank
amounted, therefore, to a little less than 500 million.

Sales of dollars by the Monetary Fund against other cur-
rencies increased from about 50 million in the second quarter
to about 150 million the third. This increase of dollar sales,
largely to the United Kingdom after the British loan dis-
bursements were suspended, also reflected the inereased
stringency of dollar resources abroad.

Chart 1.—United States Export Surplus and Financial Resources of Foreign Countries
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! Includes the USSR; excludes the International Bank and Monetary Fund.
2 Excludes credits on surplus property and ship sales.

# Excludes Sweden, Switzerland, Portugal, and Turkey. . i .
¢ Represents net exports of merchandise, inciuding civilian supplies to occupicd countries.

Sources of data: Gold and dollar balances, Board of Governors of the Federal Reserve System and U. 8, Treasury Department; credit and relief commitments, U. 8. Department of Com-
merce, Ofiice of Business Economics, based upon data from various governmental agencies; export surplus, Department of the Army and U. S. Department of Commerce, Burcau of the Census.
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Table 4.—Merchandise Transactions With Foreign Countries

[Millions of dollars]
1947
First | Second | ppjrq
quarter
quarter (revised) quarter
Transfers to foreign countries:
Recorded exports including reexports:
Private. . cicemaeas 2,999 3.478 3, 065
Government:
UNRRA and post UNRRA . _____.__.._____.____...... 192 159 67
Shipsales. ... 89
QGreek-Turkey program. 13
Other Government__..._. ... ooei . 160
Total recorded eXpOrts. ... ..o owooioaeaooo 3,394
Additions:
Private, miscellaneous adjustments (met).._________.___ 34 26 37
Government:
Surplus propetrty_.... ... S 22 48 66
Civilian supplies for occupied coun 190 219 260
Miscellaneous adjustments (net) 74 52 74
Total transfors to foreign countries_ . ... __......... 3,911 4, 306 3.831

Transfers from foreign countries:
Recorded general imports:

Private. . e 1,262 1, 350 1,276

149 54

GOvernment_ . mcmeooaoo 99
Total recorded imports. el ._____ 1,411 1,449 1,330
Additions: .
Private, miscellaneous adjustments (net) _._..____...__ 31 38 31
Government:
Military purchases abroad 36 25 25
Miscellaneous adjustments (net) 17 17 10
Total transfers from foreign countries. ._.___________ 1,495 1, 529 1, 396

Table 5.—Service Transactions With Foreign Countries
[Millions of dollars]

1947
; Second :
First quarter Third
quarter (vevised) quarter
Regeipts: . . i
Transportation (including transportation of civilian sup-
plies) ... P R - . 433 477 435
Travel. .. 46 72 92
Miscellaneous services:
Private. e 95 105 103
Government_ ...l 16 25 29
B0 2 ) U 590 679 659
Payments:
Transportation. . ... . 159 198 192
Travel. e 93 125 224
Miscellaneous services:
Private 37 43 42
Government. 159 99 104
otal e ee 448 465 562

Foreign Gold Sales Accelerated

Liquidations of foreign gold and dollar assets, excluding
those held by the International Bank and Monetary Fund,
declined from the second quarter by 330 million dollars—
from a ratio of 23 to 19 percent of total exports (table 3).
That gold and dollar reserves did not have to finance an in-
creasing portion of our total exports in this quarter was
undoubtedly due to the increased drawings on the British
loan, International Bank loans, and dollar purchases from
the Monetary Fund.

Dollars provided from these sources were in large part
used to settle deficits of the recipient countries with other
foreign countries, thus reducing the net drain on the latter’s
gold and dollar reserves in spite of their large adverse bal-
ance with the United States. In fact, during July and Au-
gust, when disbursements on the British loan amounted to
1,300 million dollars, foreign gold sales to the United States
were about 410 million dollars, while foreign dollar balances
increased by 340 million, a net liquidation of foreign short

68643—47—3
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term assets by 35 million dollars per month. During Sep-
tember, after the suspension of British loan disbursements,
dollar balances declined by 520 million, and gold sales in-
creased to 250 million, so that foreign assets during this
month declined by 770 million dollars. Liquidation of for-
eign assets continued at a high rate at least through
November.

For the following months gold sales and the decline of
dollar balances may be somewhat less because the resources
of France and Italy will be nearly exhausted and imports of
these countries will have to be financed through the Interim
Aid Program. Furthermore, the suspense on disbursements
of the remainder of 400 million dollars of the British loan
was lifted on December 5th and this amount is again avail-
able to finance the British trade deficit.

Unrecorded Transactions Rise

Adding all the funds which foreign countries borrowed
or paid from their own resources, the total exceeded by
about 560 million dollars their payments to us on known
merchandise, service, and capital transactions. (See table 2.)
This excess, represented in the balance-of-payments state-
ment by “Krrors and omissions,” seems to differ from the
usual statistical discrepancies. Under normal circumstances
these discrepancies probably result chiefly from reporting
lags and tend to cancel out in successive periods. For
the last 18 months, however, “Errors and omissions” have
always been in the same direction, showing a lack of “re-
ceipts”’ or, conversely, an excess of payments. The latter
type of error would occur if, for instance, imports were
valued for customs and statistical purposes at official ex-
change rates while the actual payment is made at lower free
market rates. Since this is not a new possibility, it is
unlikely that it accounted for a major part of the rising
“Errors and omissions.”

It is more likely that unrecorded capital movements
account for most of the residual. These may have taken
the form of flight capital in the ordinary sense, or of advance
payments to American suppliers on export orders; in either
case it is difficult to obtain adequate statistics on the amounts
involved.

Perhaps it is not entirely inappropriate, however, to
consider the size of the unexplained residual in the balance of

Table 6.—Gifts and Other Unilateral Transfers

[Millions of dollars]
1947
: Second :
First Third
quarter (g:%g%edr) quarter
To foreign countries:
Government:
UNRRA e 264 188 50
Post UNRRA . i 1 85
Civilian supplies f 225 262 311
Greek-Turkish aid. . ____ . b | 48
‘War damage and ot
public._________ - 31 25 34
Other transfers._ - .. e 70 91 40
Total government._ ________ ... 590 567 568
Private:
Personal and institutional remittanees.................. 185 209 183
0] 7Y 775 776 751
From foreign countries:
Government:
Lend-lease settlements . 102 80 19
Other transfers...__. - 38 40 30
Total government. .. ... ... ooioooooao. 140 120 49
Private:
Personal remittances . - - oo oo oo cameecaeeas 33 39 39
Motal. e 173 159 88
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Table 7.—Movements of United States Long-Term Capital
[Millions of dollars]

December 1947

Table 8.—International Transactions of the United States With
Major Areas During the Second and Third Quarters 1947, at
Annual Rates

[Billions of dollars]

1947
: Second :
First Third
quarter (?eu\q]gie(% quarter
Outflow:

Government:
Lend-lease credits 14 6 2
Credits on sales of surplus property and ships - 113 89 56
Export-Import Bank .. __._ ... ___ _._.___ 280 249 61
International Bank and Monetary Fund. - . 2, 904 159 | ...
Britishloan_ .. .. 500 950 1,300
Other_ ... __ 27 48 4
Total government _ _ .. . 3,838 1, 501 1,423

Private:
Debentures of International Bank ... . ... | ... RS 250
Ot e e 328 377 187
Total private. . i 325 377 437
Total outflow 4,163 1,878 1. 860
Inflow:

Government.. ... e e 50 34 39
Private. .. e ceeirem et e aeean e 239 317 61
Total inflow._..._...._.__ . 289 351 100

payments as anotherreflection of international disequilibrium.
Unrecorded inflows of funds in large amounts occurred
previously during the 1930’s, culminating in 1939 and 1940,
a period which was also characterized by a marked instability
of international economic and political relations.

Recent Steps To Restore Equilibrium

Several developments during recent months represented
major steps in approaching the goal of restoring a normal
balance in international economic relations: (1) The exam-
ination of Kuropean rehabilitation requirements as sub-
mitted by the countries represented at the Paris Conference,
from the point of view of ‘“the limits within which the United
States could safely and wisely extend aid to Western Europe,”
and the formulation of an aid program at least for the first
year., This task was assigned by the President to three
committees which completed their reports early in November.
(2) The President’s request for interim aid to the most
needy countries—Italy, France, Austria, and the occupied
areas—to provide foodstuffs and other vital materials until
the long-range Kuropean Recovery Program becomes
effective. (3) The successful conclusion of a multilateral
trade agreement at Geneva, which provided the basis for
the reconstruction and enlargement of multilateral nter-
national trade, and which, by giving (at least in the long
run) a better opportunity to foreign countries to earn the
dollars they require to meet their obligations here, repre-
sented an important contribution to the reestablishment of
an international economic equilibrium.

European Recovery Program

The committees appointed by the President to assess the
impact of the Kuropean Recovery Program upon the econ-
omy of the United States reached the following conclusions:
(1) “From the standpoint of preserving both the national
security and our standard of living, our economy is physically
capable of providing the resource requirements of a con-
siderable program of foreign aid.” ? (2) “In view of the

2 National Resources and Foreign Aid (Report of the Committee on National Resources
under the Chairmanship of Secretary Krug), p. vi.

16 European
Total countries Western Other
and West- |Hemisphere| countries
ern Germany
Sec- ; Seec- N Sec- : Sec- .
on [Thia) 357 [Thivd W [T S v
Quar- Fea, |QUAr- Teo qUAr- T iquar e
ter ter ter ter
Exports:
Goods.... ... 17.2 1 15.3] 6.1 | 56| 6.6 | 58] 4.5 3.9
Income on investments and services.; 3.8 | 83| 1.1} 1.1| 19| 1.6 8 .6
Total .ol 21,0 {186 7.2 6.7| 85 7.4} 53 4.5
Imports -
Goods. .o ... 6.1 5.6 7 L7 35] 3441 1.9 1.5
Income on investments and services 2.1 2.5 7 8] 1.0} 1.3 .4 4
Total 8.2 8.1 1.4 1.5 4.5 4.7 2.3 1.9
Balance on goods and services_____._ 1281 10.5| 581 52| 4.0] 271 3.0 2.6
MEANS OF FINANCING (NET)
Government aid.___.__._.________.___ .81 2.1 S N2 1.0 .9
Government loans. 5,21 551 4.8| 54 1) ... .3 .1
Privateaid_________ L7 .6 .4 P 3 P -1 3 .3
Private investments .2 .5 .2 1) = .3 1 .1
Dollar disbursements by the Inter-
national Bank and Monetary Fund.{ .6 | 1.2 20 I O O [ I PR
Short-term loans and advances..__._.._ 1.3 — 6| —.3|...._. 14| —4 2 =2
Liquidation of foreign long-and short-
term dollar assetsand gold. __.____._ 48| 85| 25| 18] 15| 1.2 8 5
Foreign receipts unaccounted for and
transfers from other countries..____.{( | = [fo-eocfooaoa- 1.1 1.6 .3 .9
Foreign payments unaccounted for |{-1.8 | -2.3
and transfers to other countries.._.__ 3.2 4.8 |||
Total oo 128 (10.5 | 58| 52| 40| 2.7 3.0 2.6

long-run prospect for increasing American output if maxi-
mum employment and production are maintained,” the
fact that the ‘“‘export surplus resulting from any Tuture
foreign aid program will at no time equal and for most of the
time will be substantially less, than levels which have been
reached during the current year, lead to the conclusion that
the general impact of a new foreign aid program of the
assumed size could be sustained, because a larger impact
has already been sustained.” ? (3) In respect to certain
commodities, however, principally grains, steel and certain
types of machinery and equipment, ‘“the aid which the
United States gives will impose definite sacrifices on this
country.” *

“In the case of foodstuffs and other commodities the prices
of which are highly sensitive to changes in supply and de-
mand, purchases for export could have a marked effect on
the cost of living and set off an upward spiral of costs and
prices.” ® “The extension of such aid calls for anti-inflation-
ary fiscal policies on the part of this country.” ® (4) “The
magnitude of Western Europe’s deficit with the American
continent in 1948 will be of the order of 7 billion dollars,
but when all possibilities of financing are taken into con-
sideration, the approximate need for appropriations past and
future to cover the calendar year of 1948 may be of the
order of 5.75 billion dollars.” ©

These recommendations are being used in the preparation
of the long-term European recovery program and do not
vary materially from the tentative estimates by Secretary

3 The Impact of Foreign Aid upon the Domestic Economy (Report to the President by
the Counecil of Economic Advisors), pp. 74, 75.
1 European Recovery and Amencan Aid (Repnrt by the Presxdent s Committee on Foreign
A!d under the Chairmanship of Secretary Harriman), p
8 Tbid, p. N5.; similar conclusions were reached in the report of the Council of Economic
Advisors (pp. 364. )
8 Ibid, p.12.
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Marshall 7 that additional Government appropriations of
1.5 billion dollars would be required for the last 3 months of
the present fiscal year and of somewhat less than 6 billion
dollars for the following fiscal year.

Part II—The Geneva Conference

On October 30 representatives of the United States and
22 other nations meeting in Geneva as the ‘‘Preparatory
Commission of the United Nations Conference on Trade and
Employment” drafted the charter for the International
Trade Organization and implemented the spirit of the new
organization by concluding a series of multilateral trade
agreements aimed at a reduction of trade barriers and a
greater international exchange of goods. These agreements,
which affect the trade of nations doing about three-quarters of
the world’s commerce, marks the first successful multilateral
effort to reduce tariffs.

Agreements Affect Large Part of U. S. Trade

The United States obtained concessions affecting the export
from this country of products which accounted for nearly
$1.5 billion of overseas shipments in 1939.

Tariff preferences affecting a significant part of United
States exports to the British Commonwealth were sub-
stantially reduced and a considerable number were actually
eliminated. Under the Agreement no preferences can be
increased, and no new preferences can be established. These
assurances extend to all products exported from this country,
including the products listed in the schedules of tarift
concessions.

In return. the United States granted tariff concessions on
products which accounted for imports into the United States
from all countries valued at 1,766 million dollars in 1939.
Duty-free bindings accounted for 1,130 million dollars of
this total; 129 million dollars represented bindings of exist-
ing duties; 60 million represented duty reductions of less
than 25 percent; 174 million represented reductions of 25
to 35 percent; and 273 million represented reductions of
from 35 to 50 percent.

The United States concessions were formulated within
the limits and according to the procedures stipulated in the
Trade Agreements Act, as amended, and Executive Order
No. 9832 of February 25, 1947. Accordingly, if, through
unforeseen developments, a particular tariff reduction should
induce & sharp increase in imports so as to cause or threaten
serious injury to domestic producers, the country granting
the concession may withdraw or modify it in whole or in
part.

The tariff concessions granted by the United States in
negotiations with countries which signed the Protocol by
December 1 becomes effective January 1, 1948. Countries
which failed to sign the Protocol by December 1 will have
until June 30, 1948, to affix their signatures.

The Agreement will enter into full force and effect, as
contrasted with the provisional application provided for in
the Protocol, 30 days after instruments of acceptance have
been deposited with the Secretary General of the United
Nations by countries accounting for 85 percent of the trade

7 Statement before the Joint Session of the Senate Committee on Foreign Relations and the
House Committee on Foreign Affairs, November 10, 1947,

NoTe.—Prepared by Harold P. MacGowan, Adviser on Trade Agreement Policy, Office
of International Trade.
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of all negotiating countries. There is also a provision that
the Agreement may not become definitive until agreement
has been reached on any differences which may exist between
its provisions and the corresponding provisions of the Inter-
national Trade Organization Charter in its final form.

International Trade Organization Charter Drafted

The Geneva Conference devoted the first weeks of its
meetings to a consideration of the draft of this Charter,
earlier versions of which had been prepared in London and
in New York. The Geneva draft, as agreed upon by the 17
nations represented in these deliberations and which were
designated by the Economic and Social Council of the United
Nations conference on trade and employment, is again under
consideration by the members of the World Conference now
meeting in Havana. This conference will give the charter
its final form and decide whether the International Trade
Organization is to become a reality. The charter is essenti-
ally a code of international economic conduct. It sets
forth basic obligations to which all signatory powers will be
committed and which include the following undertakings
(subject to specific exceptions) of each member:

1. To confine trade restrictions to import duties or export
duties, and to negotiate with other members for their reduc-~
tion.

2. To abandon all forms of trade discrimination against
other members.

3. To take whatever action is available to maintain full
employment at home, but to avoid shifting the unemploy-
ment burden to other members.

4, To cooperate in the economic development of unde-
veloped areas in the interest of general world prosperity:

(@) On the part of developed countries, by refraining
from the imposition of unnecessary obstacles to
the export of capital and technology;

(b) On the part of the undeveloped countries themselves,
to assure fair treatment of international invest-
ments.

5. In general, to consult before taking any unilateral
action that might injure the trade or prosperity of another
member,

Benefits Not Immediate

The benefit which the United States will derive from the
Geneva Agreement will not be reflected in sudden or drastic
trade increases. There are many compelling nontariff fac-
tors stimulating our exports, curtailing our imports, and
generally affecting the pattern of our foreign trade. Acute
shortages of goods abroad have caused our export trade to
reach unprecedented levels, but growing dollar shortages are
indueing our customers to begin to husband their exchange
and to give preference to purchases of essential foodstufls,
machinery, and raw materials. Our imports are being re-
strained by inadequate production and rising costs in foreign
countries and by dislocated relationships between currencies.
Foreign productive machinery is handicapped by obsolete
equipment, shortages of fuel, raw materials, and skilled
labor, and inadequate transportation facilities, and agricul-
tural production in some countries has been limited by
drought and lack of fertilizer.

The Geneva Agreement and the International Trade Or-
ganization charter must be considered as parts of a long-range
program designed to stabilize, liberalize, and later expand
world trade once a reasonable degree of stability in the econ-
omies of trading countries has been established.



Foreign Credits of the United States
Government

By Rexford C. Parmelee

The shifting nature of the composition of United States
Government aid to foreign countrics—as between credits
with specified terms of repayment, and grants where re-
payment in financial terms is not expected or is left for future
determination—has an importance beyond the straitened
circumstances of major national economies that it reflects,
and which have been analyzed in the preceding article.
Involved also is the longer-run problem of the ability of
foreign nations, after the postwar recovery, to service the
obligations incurred during their reconstruction periods.

The 60-billion dollar total of Government aid during the 5
years ended June 30, 1945, was almost exclusively on a
grant rather than on a credit basis. In the first postwar
year ended June 30, 1946, some 70 percent of the 6.9 billion
dollars of assistance extended was still on a grant basis, but
in the year ended June 30, 1947, the situation was reversed
and credits represented 70 percent of the 8.5-billion dollar
aid rendered. Utilizations in the first balf of the 1948 fiscal
year, although declining somewhat to an annual rate of 7.5
billion dollars, will still be weighted in the direction of credits
but, on the basis of actual and potential authorizations,
grants will probably predominate in fiscal year 1948 as a
whole.

Estimated European Recovery Needs

The Committee of European Economic Cooperation
estimated the net requirements of the 16 participating
countries and Western Germany to be drawn from the
American continent as follows: 1948, 8.04 billion dollars;
1949, 6.35 billion; 1950, 4.65 billion; 1951, 3.40 billion; or
a total for the 4 years of 22.44 billion. Equipment to be
financed by the International Bank for Reconstruction and
Development or other credit agencies was assumed at 3.13
billion dollars for the 4-year period, leaving 19.3 billion to be
furnished by other means. On the other hand, the Presi-
dent’s Committee on Foreign Aid estimated the cost to the
United States Government of the European aid program at
about 5.75 billion dollars in 1948 and between 12 and 17
billion for the entire period. Since aid rendered—at least
in the first year—will be almost wholly for nondurable goods,
it has been recommended by the President’s Committee
on Foreign Aid that this be on the basis of grants rather than
credits.

Outstanding Credits Double Within Year

New credit commitments in the year ended September 30,
1947, were minor. On the other hand, outstanding credits
more than doubled as heavy withdrawals under the British
loan and increased activity by the Export-Import Bank were
recorded. Other substantial increases resulted from billings

NOTE.—Mr. Parmelee is a member of the Clearing Office for Foreign Transactions, Office of
Business Economics.
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for lend-lease pipe-line goods and reported deliveries of
surplus property, including merchant ships.

The rapid rate of utilization throughout the past year
presaged the early drying up of major credit sources. By
September, all but 400 million dollars of the British loan
had been drawn upon, and this balance was released for
use on December 5. Amounts available to France, as well
as to a number of other European countries, were also
nearing complete utilization by the end of September and
will last through December 31 only by carefully budgeted
use.

Total Credits Rise Moderately

Although, as shown in chart 1, total credits—representing
the sum of amounts outstanding as well as unutilized-—are
still climbing, they have not increased materially since
September 1946. Including credits which may be granted
under presently authorized programs only, the cumulative
total would not exceed 10.5 billion dollars by midyear 1948.

Comparatively few new credit commitments were made
in 1947 prior to the December quarter and few are foreseeable
pending congressional action on the proposed European
recovery program. In future programs the proportion of
the total aid in the form of credits rather than grants prob-
ably will depend upon the volume representing capital equip-
ment, as distinguished from consumers’ goods and certain
other items such as fuel and fertilizer. It has been suggested
that credits, as opposed to grants, be limited to capital
equipment and certain raw materials, which provide the
basis of future productivity required for payment of principal
and interest. The discussion from this point on is entirely
in terms of credits.

In determining the advisability of extending aid by means
of credits, consideration should be given to the prospective
total burden of principal and interest payments. The
United States Government has already received some pay-
ments on loans and credits extended during and since World
War II. With minor exceptions, such obligations are cur-
rently being serviced and there have been no substantial de-
faults of principal or interest. In the fiscal year ended
June 30, 1947, 166 million dollars was received, as com-
pared with 96 million the year before. Estimates indicate
that annual payments on the 10.5-billion total credits al-
ready authorized may amount to as much as 450 million dol-
lars by 1952 and continue in somewhat smaller amounts as far
into the future as the year 2000.! These payments, to-
gether with the servicing of foreign capital assets held
privately in this country, will in the long run require liberal
acceptance of goods and services from abroad.

t For a more detailed discussion, see “Foreign Credits of the United States Government,’’

SURVEY, January 1947.
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Types of Credits

Credits extended abroad in recent years by the Federal
Government have been of three main types: Loans, property
credits, and commodity credits. Loans have invariably been
in the form of dollar credits, either restricted to expend-
itures on specific items or unrestricted as to locale or method
of expenditure. Property credits and commodity credits,
on the other hand, have been expressed in terms of existing
goods, most of which were produced or contracted for
during the war years. While loans have thus added to the
demand for new commodities, the other types of credits
generally have not had a similar effect.

Table 1.—Foreign Credits of the United States Government by
Type of Credit, September 30, 1947

[Millions of dollars]

Type of credit Total | Qustand- | yrytitized

ing !

AR ypes 2 . 9, 668 7,862 1,807
L0aDS .« e 6,731 5,405 1,327
Property credits_____ - 2,809 2,377 432

Lend-lease.._____.. 1,424 1,302 122
Surplus property. . .- 1,214 921 293
Merchant ships..________ . 171 154 17
Commodity credits 3 128 80 48

1 Represents amounts utilized or disbursed less repayments.

2 Excludes short-term cash advances in the form of prepayments for commodities.

3 Represents commodity advances, largely raw cotton, to the military governments of
Germany and Japan.

Source: Clearing Office for Foreign Transactions, Office of Business Economics.

Loans Predominate

As shown in table 1, loans have been the predominant
form of credit. Except for the special British loan ap-
proved by Congress in July 1946, the chief source of loans
has been the Export-Import Bank.

Both the chart and the statistical tables reflect the critical
balance-of-payments position of Great Britain in midsummer
1947 which led to the suspension, after only a brief trial
period, of the convertibility of currently earned pounds
sterling.  While the United States budget assumed an
average rate of disbursement of about 4 million dollars per
day through June 30, 1948, beginning in March 1947, the
average daily rate more than doubled and by July 15, when
the convertibility provision became effective, liquidation
was already so heavy that by August 20 the United Kingdom
concluded that the tide could be stemmed only by suspending
convertibility.

Because of the excessively rapid utilization in midsummer,
by August the unexpended balance of the original 3,750-
million dollar loan had been reduced to 850 million dollars.
After three prearranged payments of 150 million dollars
each, made in the latter part of August, further with-
drawals temporarily ceased and the United Kingdom as
well as other countries were foreed to look to other sources
for dollars. Early in December the resumption of with-
drawals was announced, and 100 million dollars—not
reflected in chart 1—was requested by the United Kingdom
to assist In maintaining purchases under its program.

Other Loans

In addition to the special loan, the United Kingdom is in-
debted to the United States Government for the secured
loan granted early in 1941 by the RFC. Only 390 million
dollars of the original credit of 425 millien dollars was taken
up, and by June 30, 1947, repayments had reduced that
amoeunt to 194 million. Earnings on the collateral have
been ample to cover interest and have been available for
repayments on principal.
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Except for the two loans to the United Kingdom and
credits administered by the Export-Import Bank (discussed
in a later section), the RFC loan to the Philippines is the
only other one of consequence. Out of a 75-million dollar
total authorized by Congress, 70 million has been disbursed
but a repayment reduced this to 60 million by September 30,
1947.

Property Credits a Postwar Development

Whereas some loans date back to the early war period
and even to 1934, property credits have been almost wholly
a postwar phenomenon. They were extended to facilitate
orderly payment over a period of years for such items as
lend-lease inventories and the post-VJ-day pipe line, as well
as merchant ships and other surplus property, located both
here and abroad. In the case of major wartime allies, pay-
ment for these items was included in over-all war-account
settlements. Resulting credits were established after a
number of additional items—notably reverse lend-lease and
claims—were taken into consideration.

Because the total value of the properties sold was not
always exactly determinable when the agreements were
made, some of the credit totals have had to be revised from
time to time. As of September 30, 1947, the lend-lease
property credit to France totaled only 385 million dollars,
as compared with the original valuation of 420 million.
Further adjustments will be necessary for France, as well as
f[?r é)t}éer Rcountries—especially the United Kingdom and the

Property Crecits Mualtiplied Twelvefold

Whereas total property credits (outstanding plus unutil-
ized commitments) amounted to only 228 million dollars on
June 30, 1945, they had, by September 30, 1947, increased
almost twelvefold, to 2,809 million dollars. Commitments
were made chiefly in fiscal year 1946, while the major in-
crease in the amounts outstanding occurred in fiscal year
1947. This reflected the lag between the signing of agree-
ments and the ultimate reporting of actual deliveries.

An exception may be noted for the major bulk sales of sur-
plus property, where the assumption has been made that
full utilization occurred at the date of signing the agreement.
Experience has shown this assumption to be generally valid.
However, there probably will be a number of cases where
failure in delivery or acceptance will necessitate final revi-
sions in the original amount of some of these bulk sales.
For example, this now appears to be likely in the case of
Italy, to which an estimated total of 131 million dollars in
surplus will have been delivered under the agreement pro-
viding for an aggregate credit of 160 million.

Credit Sales of Domestic Surplus

Although under discussion for some time, foreign credit
agreements by the War Assets Administration covering
domestic surpluses were not executed until the September
quarter of 1947 and are thercfore initially included in sta-
tistics for that period. The first contracts were with Fin-
land (10 million dollars), the Philippines (10 million), and
the Netherlands {25 million). 2 As of September 30, there
were no reported utilizations of these credits. Contracts
signed after October 1 include the following: Haiti (less than
half a million), Norway (12 million), and Austria (10 mil-
lion), or a total of over 22 million dollars, making a cumula-
tive total of 67 million through November 15.

2 The provisions of the first three agreements are more or less identical, providing for interest
at 3 percent and for repayment of principal in 13 installments over 15 years. The amount
of the credit representing consumer goods, raw materials, and certain other expendable items
is to be repaid in 2 years and 8 months, all other amounts to be repaid in 12 equal installments
beginning in 1952, The agreements also provide for the acceptanec of foreign currencies for

use in the acquisition of real estate or in payment for other governimental expenditures, as well
as for educational programs.
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Commedity Credits

Another comparatively unique type, in the form of com-
modity credits, has come into use in connection with efforts
to revive the economies of the occupied areas. Under these
credit programs, raw materials—thus far largely in the form
of cotton—have been made available to the military govern-
ments of Germany and Japan for processing and re-export of
a portion of the finished goods. The United States is re-
imbursed for all costs, plus interest, from the proceeds
realized from the sale of manufactured goods that are ex-
ported from the occupied area and sold in the world market.
These transactions have been included here because they
involve the extension of credits for a period averaging a year
or longer and are therefore deemed to be more in the nature
of credits than of cash advances, which have been excluded.

While considered a type of credit, cash advances on com-
modities procured abroad are in reality prepayments.
Although formerly included, they have now been excluded
from the foreign-credit total for a number of reasons, one of
the most important being their essentially short-term char-
acter and consequent sharp fluctuation. From 128 million
dollars on June 30, 1945, the total outstanding dipped to 27
million a year later and rose sharply to 261 million on June
30, 1947. Moreover, by September 30, 1947, the amount
outstanding was only half as large, or 139 million dollars.
These wide fluctuations reflected largely changes in cash
advances on Cuban sugar.,
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Credits by Country

Loans and other credits have been extended by the United
States Government to more than 60 countries, but the
United Kingdom and France account for two-thirds of the
total. In table 2, these two countries, together with others
participating in the work of the Committee of European
Economic Cooperation, and Western Germany, accounted
on Sleptember 30, 1947, for approximately 80 percent of the
total.

Through September 30 not only the proportion of total
commitments, but the percentage of utilization—as shown
by the ratio of amounts utilized to total credits—was higher
for the United Kingdom and France than for other European
countries, and these in turn showed a hicher degree of
utilization than non-European countries.

Credits by Agency

While the Treasury Department administers over half of
the total foreign credits of the United States Government, it
has not been responsible for extending the credits and its
function is limited largely to record-keeping?® The agency

3 The Treasury Department also maintains records on the status of World War I loans,
which are not included in the statistics presented here. According to the latest report pre-
pared, as of July 1, 1947, however, the original debt of 9,860 million dollars has grown, largely
as the result of accumulated interest, to 15,327 million. Only one minor debtor country,
Finland, has made payments in recent years, and delinquencies of over 5,972 million dollars
have caused these records to lose significance in terms of current operations.

Chart 1.—Foreign Credits of the United States Government, End of Month
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! Data were estimated upon the basis of information available through November 30, 1947.

Source of data: U, 8. Department of Commerce, Office of Business Economies.
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Table 2.—Foreign Credits of the United States Government by
Principal Debtor Countries, September 30, 1947

[Millions of dollars)
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Table 3.~~Foreign Credits of the United States Government by
Agency, September 30, 1947

[Millions of dollars]

Principal dehtor countries Total | OUSNd | ynatitized

All countries_ . ..ol 9, 668 7,862 1,807

B UrOPO oo cmcme e ammcmm o 8,275 7,080 1,104
Participating countries and Germany_._________.___ 7, 669 6, 688 981
Austria __ - 23 2 21
Belgium.. 146 146 |
Denmark. 30 15 15
France._. 1,904 1,693 211
Greece._ .. i 119 87 32
Ttaly. . _.__ 342 239 103
Netherlands - 301 258 43
Norway. - 7 19 &0
Turkey. .. 43 9 35
United Kingdom_ - 4,619 4,184 435
Western Germany . _____ .o ____..___ 684 37 27
Nonparticipating countries_ . 576 392 183
Czechoslovakia 2 72 30 42
Finland. . 139 100 39
Hungary 3 30 17 13
Polond .. 93 47 46

B S R i 242 199 43
Unallocable. . ..o 29 | 29
American Republies L 596 321 275
China_ e 239 186 53
Tran e 34 9 25
Japan_________._. 99 52 47
Korea (South)._. 25 8 17
Netherlands Indi 199 69 131
Philippines........ 75 65 10
Saudi Arabia______ - 27 10 17
Al other countries. ... ... . 94 61 32
Unalloeable . . [ 2 6

1 Represents amounts utilized or disbursed less repayments.

2 Includes surplus property credit of 50 million dollars under which new sales suspended
September 13, 1946; 42 million unutilized as of September 30, 1947.

3 Represents surplus property credit under which new sales suspended June 3, 1947,

Source: Clearing Office for Foreign Transactions, Office of Business Economics.

with the most extensive responsibility in the field of foreign
credits is the Export-Import Bank. Originally created to
encourage foreign trade, the Export-Import Bank’s scope of
operations was enlarged by the Congress in 1945 to fit the
needs of postwar reconstruction.

The continued functioning of the Export-Import Bank
was assured as early as June 1947, when the Congress
extended its life from June 30, 1948, to June 30, 1953.
Although the Export-Import Bank or its predecessor institu-
tions date back to 1934, the Bank has operated on a major
scale only since July 1945, when its lending capacity was
increased from 700 million dollars to 3,500 million. Thus,
while total credits (outstanding plus unutilized commit-
ments) were 550 million dollars on June 30, 1945, these had
increased to 2,688 million by September 30, 1947.  Year-end
1947 data will show a significant rise. In the months of
October and November new authorizations were made in
excess of 363 million dollars, reducing by almost one-half
the Bank’s 800-million uncommitted balance.
of the new authorization represented the setting aside of 300
million for intermediate-term credits to Canada and the
granting of a 50-million dollar credit to Belgium.

International Bank and Monetary Fund

Over and above the credit activities of Federal agencies,
the United States Government has made substantial con-
tributions to the capital of two international organizations
dealing in credits—the International Bank for Reconstruc-
tion and Development, and the International Monetary
Fund. The function of the International Bank is to provide
long-term capital, whereas that of the International Mone-
tary Fund is to meet short-term balance-of-payments needs.
In both cases, the use of available resources by a given
country is subject to express limitations. Since transactions
of these agencies reflect the activity of international bodies
rather than the United States Government, their operations

The bulk-

Out- .
o Unuti-
Agency Total e:‘ggt} lized
Allagencies. ... .. .. 9,668 7,862 1,807
Agriculture Department: Commodity Credit Corporation._ 118 78 40
Export-Import Bank 2.______________________._____________. 2,688 1,796 892
Maritime Commission ... _______________.________________. 171 154 17
Reconstruction Finance Corporation. ... . _______ 304 261 43
Reconstruction Finance Corporation proper..____________ 290 255 35
Office of Defense Supplies_ ... . __.______ 2 2
U. 8. Commercial Company._..__._____ 12 4 8
State Department: Office of the Foreign dation Com-
missioner 1,169 921 248
Treasury Department_ _..._____ ... ___._._._____ __ 5,174 4, 652 522
Treasury Department proper__. ... ... 3,750 3,350 400
Lend-Lease fiscal operations. ... . ____..._._____._____ 1,424 1,302 122
‘War Assets Administration. . _____.________.....___________ 45 F . 45

1 Represents amounts utilized or dishursed less repayments,
2 Includes participation by another agency in 7-million dollar loan outstanding.

Source: Clearing Office for Foreign Transactions, Office of Business Economics.

are not included in the statistical tables presented herein.

United States membership was authorized by the Bretton
Woods Agreements Act passed by the Seventy-ninth Con-
gress. With the exception of small initial payments to the
International Bank and Monetary Fund in fiscal year 1946,
the payments by the United States Government were made
in fiscal year 1947. Whereas the payments to the Monetary
Fund completely fulfilled the United States quota, those to
the Bank represented 20 percent of the United States share—
the balance being subject to call when and if required to
meet obligations of the Bank arising out of its issues or those
guaranteed by it. This contingent liability on the part of
the United States Government is an important element in
the raising of additional funds by the International Bank in
the private capital market.

International Bank Loans

The International Bank for Reconstruction and Develop-
ment formally began operations on June 25, 1946, and in
May 1947 made its first loan of 250 million dollars to France,
replenishing its resources in July by marketing an equal
amount of its own securities. Subsequently loans were
authorized to the Netherlands (195 million dollars), Den-
mark (40 million), and Luxembourg (12 million). Of the
497-million dollar total approved through September 30,
42 million was subject to ratification by the borrowing
governments—Denmark (30 million) and Luxembourg (12
million, including 2 million in Belgian francs). Morcover,
less than half, 232 million, of the approved total had been
disbursed. The balance of loanable dollar funds—estimated
to have been around 725 million dollars prior to any lending
or borrowing activity on the part of the Bank—by September
30 had been reduced to 480 million dollars. This amount
falls far short of the estimates of the Committee of European
Economic Cooperation at the Paris Conference, which indi-
cated the need for a total of 3,130 million dollars in equip-
ment loans by the Bank over a period of 4 years.

Reported applications for additional loans from the Inter-
national Bank through September 30 aggregate 1,700 million
dollars. Of the 1,200 million dollars requested by European
countries, a 250-million dollar Italian application is the only
one from the 16 countries participating in the Committec of
European Economic Cooperation,

International Monetary Fund

In accordance with its articles of agreement, the Inter-
national Monetary Fund publishes quarterly reports of
operations. In the 6 months ended August 31, 1947, it
sold 132 million in United States dollars and the equivalent
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of over 6 million dollars in pounds sterling, acquiring in
exchange the equivalent of 100 million in French franecs,
about 14 million in Mexican pesos, and over 24 million in
Netherlands guilders. Public announcement has been made
of two additional transactions since August 31—the sale of
an additional 9 million dollars to Mexico, and 180 million
to the United Kingdom.

The type of credit operation for which the Monetary Fund
was established has, in a few instances, been conducted also
by the United States Government. These have taken the
form of stabilization agreements and on June 30, 1947, were
in effect with Brazil, Cuba, and Mexico, although at that
date only 80 million dollars was outstanding to Brazil.
While these are essentially credit transactions, they have been
excluded from the accompanying statistical tables because
of their short-term nature.

The Business Situation
(Continued from p. 13)

to 1945; currently, the annual charge is close to 5 million
dollars.

Net Operating Income Responds to Seasonal Influences

The airlines reported a net operating profit of $5.6 million
in the third quarter of 1947, which was the best quarterly
earnings in two years. It should be noted, however, that
because of seasonal factors the net earnings in any given
calendar year usually are concentrated in the second and
third quarters, with the first and fourth quarters making a
decidedly poorer profit showing.

The improvement in net earnings between the third
quarters of 1946 and 1947 can be largely attributed to the
passenger rate increase this year, since traffic volume was
about the same as a year ago and expenses were higher. With
the typically low earnings in the fourth quarter still to be
reported, it 1s apparent that the calendar year results for 1947
will show probably the largest loss after taxes and fixed
charges in the history of the industry.

Break-Even Point

The relation of the passenger payload factor to the net
operating income or loss position of the carriers provides
an indication of the break-even point in the industry.
Given the cost and revenue structure in effect during 1947,
it would seem that the break-even point is in the neighbor-
hood of 70 percent. With an average passenger load
factor of 67 percent for the first 9 months, revenues fell
below expenses even if first quarter revenues are adjusted
to the higher rate base in effect in subsequent quarters.

While the recent payload factor is low in comparison with
war and earlier postwar experience, it is nevertheless higher
than before the war when it averaged less than 60 percent
(see chart 13). The number of unsold seats was substantially
higher in absolute terms in 1947 than before the war, but 1t
was lower relative to the total number of seats available.
If prewar experience provides a good indication of the pas-
senger load factor most consistent with satisfactory customer
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service, it will be necessary for the airlines to effect a sub-
stantial reduction in the break-even point.

Improvement of the industry’s earnings position could
result from a rise in the passenger load factor or a reduction
in operating expenses. Kither or both of these developments
would tend to lower unit costs.

The third quarter 1947 results show a fractional decline in
operating expenses per revenue ton-mile. This is significant
only because of the concurrent decline in the passenger load
factor. Ordinarily, these two indicators move in opposite
directions. Operating expenses per ton-mile were about
13 percent higher in the second and third quarters of 1947
than in the comparable period of last year.

New or Revised Series
Shipments of Metal Cans: New Series for Page S-331

[In terms of steel consumed—short tons)

Year and month Total Food cans {Nonfood cans

1943:
January 94,054 85, 885 8,169
February. 90, 902 83,380 7,522
March 102,073 92, 352 9,721
April_ 109, 023 98,277 10, 746
May. 122,426 112, 409 10,017
June 164, 753 153,371 11,382
July. i 206, 989 196,033 10, 956
August_ ... ... 236, 387 224,731 11, 656
September_ ... 207,976 196,196 11,780
October_ .. 136, 640 125,751 10,889
November ... .. ... .. . 100, 747 90, 057 10, 690
December. ... 112, 498 98,070 14,428
Total .. il 1,684,468 1 ° 1,556,512 127,956
1044 Monthlyaverage . ... ________._._...._. 140,372 129, 709 10, 663
January. o ... 106, 696 93, 250 13, 446
February-.. 115,119 102, 456 12, 663
March.__._ 135, 676 117,643 18,033
April____. 136, 203 117,449 18,763
May._ ... 167,913 146, 167 21, 746
June___..__. 203, 536 181,773 21,763
July____.__. 211,037 191,060 19,977
August_____ 267,397 245,093 22,304
September__ 246,373 227,019 19,354
October____ 189, 710 164. 816 24,894
November__ R 153, 663 127,430 26, 233
December . .o 138, 271 112,891 25,380
Total e 2,071, 594 1,827.038 244, 556
Monthly average......____...__.__ 172,633 152,253 20, 380

1945:
January. _ 153, 866 126,182 27,684
February 147,178 121,115 26, 063
March.. 181, 705 145, 252 36,453
April. 181,194 147, 588 33, 606
May . o e 208, 274 172, 440 35,834
June e 219, 535 101, 444 28, 091
July el 247,475 218,830 28,645
August . o 261,871 230, 342 31, 529
September____ ... ___. 273,517 244,453 29,064
October_ - e 216, 624 172, 404 44, 220
November... .. oo . 180, 297 135, 807 44,490
December . e 170,038 124, 420 45,618
Total . il 2,441, 574 2,030,277 411,297
Monthlyaverage____..___________________ 203, 465 169, 190 34,275

1 Compiled by the U. S. Department of Commerce, Bureau of the Census, from reports re-
ceived from all producers in the industry. Shipments are reported as number of base boxes
of steel sheets consumed. These base boxes are converted to short tons by means of stand-
ard conversion factors which differ according to type of can. A metal can is defined as an
unused container made wholly from tin plate, terne plate, black plate, or waste plate, of 29
gauge or lighter. Food cans include those used for fruits and vegetables, evaporated and
condensed milk, other dairy products, fish and other sea food, coffee, lard and shortening,
and meat and poultry; nonfood cans include those for beer, oil (open top, 1 and 5 quart),
and pet food.

The data shown here are total shipments, including shipments for own use (defined as
those for use by the same company, or an affiliate, subsidiary or parent company), and ship-
ments for sale. Separate data for shipments for sale were collected beginning October 1945;
total shipments for sale (in terms of steel consumed) for October, November and Decemher
1945 were 183,506, 147,737, and 141,378 tons, respectively. For 1946 and 1947 data for all serics,
see p. 8-32 %f the March 1947 Survey and p. $-33 of this issue. No similar data were collected
prior to 1943,
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Monthly Business Statistics

The data here are a continuation of the statistics published in the 1942 Supplement to the SurvEY oF CURRENT Busingss. That volume
contains monthly data for the years 1938 to 1941, and monthly averages for earlier vears back to 1913 insofar as available; it also provides a
description of each series and references to sources of monthly figures prior to 1938. Series added or revised since publication of the 1942 Supple-
ment are indicated by an asterisk (¥) and a dagger (1), respectively, the accompanying footnote indicating where historical data and a descriptive
note may be found. The terms “unadjusted’” and “adjusted” used to designate index numbers refer to adjustment of monthly figures for seasonal
variation.

Data subsequent to October for selected series will be found in the Weekly Supplement to the Survey.

Unless otherwise stated, statisticslth;ougg 1946 1947
1941 and descriptive notes may be foun _ o1y . . - . - -
in the 1942 Supplement to the Survey | Obcet;’ Nob"eerm D%(;erm J:?; Fgl;;u March April May June July August testgit))er Olfetl?

GENERAL BUSINESS INDICATORS

NATIONAL INCOME AND PRODUCT *

Seasonally adjusted quarterly totals at annual rates:

National income _______________ bil.ofdol_ |- oo et 191.0 | 197.6 200.1 |. (1) -
Compensation of employees R 122.2 124.9 126.3 129.7 |
‘Wages and salaries_. - 117.1 |_. 119.4 120.9 |- 124.7 |
Private.__.___ - 98.0 |.. 101. 5 103.5 |- 107.3 |
Military. ... - 5.6 |- 4.6 4.1 . 3.9
Government civilian_ .. ___ . - 13.5 |.. 13.3 13.2 | 13.4 |.
Supplements to wages and salaries_. - 5.1 .. 5.4 55| 5.0 |-
Proprietors’ and rental income_ __ - 46.7 | 47.0 47.2 | 47.3 |.
Business and professional. _ _ - 22.0 | 22,4 21.9 | 22,1 |
arm._ ... _______ . - 17.8 |_. 17.6 18.0 |- 17.9 |-
Rental income of persens. ____________.do____ | |- 7.0 o 7.0 7.2 . 7.3 e
Corporate profits and inventory valuation ad-
Jjustment ._____________________ bil.ofdol. |- ool 18,84 ... 22.4 23,3 |-oooo.
Corporate profits before tax. - 27.1 |_. 29.0 27.4 |-
Corporate profits tax liability. - 11.0 |. 11.6 10.8 |-
Corporate profits after tax_ . ___ - 16.1 |. 17.4 16.6 |.
Inventory valuation adjustment__ - -8.3 | —6.6 -4,1].
Net interest. ... oo ... .. ) DR 3.2 | 3.3 3.3 |ceaeaas
Gross national produet______._____ . _____do___ | ________l_____..._. 218.6 ) ...
Personal consumption expenditures. - 154.9 |_
Durable goods_ ... _____.__ - 18.2 1.
Nondurable goods. . - 93.6 |_
Services..____.._..._.. - 43.1 |
Gross private domestic i - 30.4 |
New construction.____..__._.__ - 9.3 ).
Producers’ durable equipment. . - 15.7 |.
Change in business inventories. R - 5.4
Net foreign investment. . __.___ [ s (o SR USRI R [ (RPN SN S - - 3 N MRt R 1) ;35 SO IR S A 2 S

Government purchases of goods and services

bil. of dol. [~ oo feemee e 3
Federal (less Government sales). __._._.do___
Stateand loeal. _____________ _______. .. do_...
Personal income - ... ___.._____ [ (6T IR FR
Less: Personal tax and nontax payments.___do_.
Equals: Disposable personal income._______ do_ -
Personal savings §..._.. ... ___._. ... [ 1S YO IR IO

PERSONAL INCOME*
Seasonally adjusted, at annual rates:

Total personal income 184.0 188. 4 189.9 190.3 190.7 191.8 190. 2 191. 5 195.1 196.1 194.9 r210.9 204.5
‘Wage and salary receipts, total. . 113.6 115.4 117.0 117.1 117.6 117.5 116.7 118.3 121. 1 121.2 122.5 r124.5 125.0
Total employer disbursements_ _ 115.4 117.2 118.8 119.2 119.6 119.6 118.9 120. 4 123.2 123.3 124.6 r126.6 127.1
Commodity-producing industries_ . __do._._ 49.5 50.6 52.3 53.1 53.2 53.7 53.2 54.1 55.5 55.1 56.2 r57.5 57.9
Distributive industries._.___ -.do_... 32.0 33.0 33.5 33.5 33.7 33.7 33.4 34.2 35.3 35,5 35.7 r36.4 36.5
Service industries_____ _.do.__. 14.2 14. 4 14. 4 14.6 14.6 14.6 14.8 14.9 15. 2 15.4 15.3 15.2 15.1
Government . ..._._..._.__.____ c...do._.. 19.7 19.2 18.6 18.0 18.1 7.6 17.5 17.2 17.2 17.3 17.4 17.5 17.6

Less employee contributions for social insur-

ANCL. o i iamiiaoo bil. of dol.. 1.8 1.8 1.8 2.1 2.1 2.1 2.2 2.1 2.1 2.1 2.1 r2.1 2.1
Other labor income.____._ 1.6 1.6 1.6 1.6 17 1.7 1.7 1.8 1.8 1.8 1.8 1.8 1.9
Proprietors’ and rental income 45.3 47.6 47.2 46.6 46. 8 47.7 46.9 46.9 47.6 47.8 45.9 T 48.4 50.9
Personal interest income and d. . 13.3 13.5 13.7 13.9 14.0 14.0 14.0 14.0 14.1 14.2 14.3 r15.0 14.9
Total transfer payments. . _________.____. 10.2 10.3 10.4 1.1 10.7 10. 9 10.9 10. 5 10. & 111 10. 4 21.2 11.8

Total nonagricultural income_.._._____.__.do..._ 162.7 165.6 167.3 168. 2 168. 5 168. 8 167.8 169. 2 171.9 172.3 178.1 T188.1 179.9
NEW PLANT AND EQUIPMENT
EXPENDITURES*
All industries, total _____ ... _____..____ mil. of aol. . 3,730 || ... 3, 160 3,940
Electric and gas utilities. . . . o..do____ 360 330 450
Manufacturing and mining_ __ _do__._ 1, 600 2,010
Railroad._ ... ... _._____ _do___. 160 220
Commercial and miscellaneous.___._._._... do._.. 1, 080 1,260
FARM INCOME AND MARKETINGS
Cash farm income, total, including Government
payments* . ... ... mil. of dol_. 3, 401 2, 999 2,438 2,284 1,897 2,076 1,974 2,026 2,211 2, 662 r 2,517 3,060 | . ____
From marketings and C. C. C. loans*______ 3, 386 2, 986 2, 420 2,248 1,853 2,010 1,914 1, 989 2,185 2,657 2, 505 3, 049 3.820
Crops* _____.________________.____ R 1,862 1,450 999 918 707 692 504 621 743 1,205 1,187 1,497 2,182
Livestock and products*_ . _.____ 1,524 1, 536 1,421 1, 33¢ 1,146 1,318 1, 320 1,368 1,442 1, 452 1,318 1, 552 1,638
Dairy produets*. ________.____ 343 315 317 330 202 345 345 379 392 382 353 334 319
Meat animals*. . _. - 875 933 829 807 667 743 726 705 782 785 711 958 1,039
Poultry and eggs*. ... . ... ... 288 274 266 187 181 224 236 261 234 251 232 244 262

r Revised. 1Not yet available. § Personal savings is the excess of disposable income overpersonal consumption expenditures shown as a component of gross national product above.

* New series. Quarterly data for 1939-46 and annual data beginning 1929 for national income and gross national produet and monthly data for 1929-46 for personal income are published in the
“National Income Supplement to Survey of Current Business”, which is available from the Superintendent of Documents, Washington, D. C., for 25 cents; these series are compiled by the U. 8.
Department of Commerce. For source and a brief description of the series on plant and equipment expenditures, see note marked “*”’ on p. S-2 of the September 1947 Survey; third quarter
of 194;/1 ‘t‘Stlmaﬁ(‘S grei based on anticipated capital expenditures of business. Revisions for January 1945-May 1946 for farm income are available on request; see note in September 1947 Survey
regarding earlier data.
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in the 1942 Supplement to the Survey ber ber ber ary ary March April May June July August tem%er October

GENERAL BUSINESS INDICATORS—Continued
FARM INCOME AND MARKETING S~—Con.
Indexes of cash income from marketings and
C. C. C. loaus, unadjusted:

All commodltles’r 510 449 364 338 279 303 288 299 329 400 377 459 v 575
Cropst------- 652 508 350 322 247 242 208 217 260 422 416 524 764
Livestockt 402 405 375 351 302 348 349 361 381 383 348 410 » 432

Indexes of volume of farm marketings, unadjusted:

All commodities*. _1935-39=100__ 188 168 150 147 120 122 116 126 138 167 152 172 202
(] 401 ¢ RSN do.__. 231 169 153 154 115 101 80 87 106 180 170 202 262
Livestock* _do.___ 155 166 148 142 124 138 143 156 161 156 138 150 157

INDUSTRIAL PRODUCTION
Federal Reserve Index
Unadjusted, combined index}. ... = - 184 183 180 184 185 187 185 185 185 178

Manufacturest oo oaeaaod - 19 192 188 192 193 195 193 191 191 184

Durable manufacturest - _. - 215 214 209 218 220 223 222 219 220 208
Iron and steelf.___..__ - 184 178 159 192 191 196 195 197 193 181
Lumber and produetst. - 142 139 129 126 135 140 143 145 149 141

Furnituret. - 155 157 160 161 167 166 161 158 160 155
Lumbert__ - 136 131 114 107 118 126 134 138 143 133
Machineryt. ... - 268 271 276 277 277 281 276 273 275 266
Nonferrous metals and productsf. R 184 192 197 r 203 208 T 202 197 187 179 171
Fabricating*____._____________ - 191 198 203 r 211 r 215 r 205 r195 r 183 176 167
Smelting and refining*________ - 167 176 182 184 190 196 203 198 187 180
Stone, clay, and glass produetst. - 209 207 203 208 205 209 208 206 209 196
Cement_______________coo... - 181 175 161 148 154 157 166 148 183 181
Clay products*. - 158 155 158 156 156 159 160 162 163 160
Glass containerst_ . R 258 254 247 273 255 269 263 269 254 225
Transportation equlpment . 237 235 235 229 233 239 237 225 233 217
Automobilest} ... ¢ - 185 187 187 181 190 197 193 179 191 185

Nondurable manufacturesf.______...._.. - 172 174 172 171 171 171 169 169 168 r 165
Aleoholic beveragest. .. - - 221 196 210 206 195 187 182 167 178 182
Chemicalst__________.. . 240 244 250 250 252 254 253 252 247 247

Tndustrial chemicals* - 402 411 422 430 429 431 433 435 430 438
Leather and products’r. - 117 123 114 116 123 121 115 113 106 99
Leather tanning*. - 98 114 110 113 127 121 118 119 112 100
Shoes. ... _.oo—eoo. - 130 129 117 118 121 121 113 109 103 97
Manufactured food productst- - 158 158 157 149 140 140 144 149 154 166
Dairy produetst....______. - » 120 » 96 P45 ? 95 » 107 » 127 » 161 » 202 2229 » 229
Meat packing_ ... R 117 181 175 191 152 138 139 151 150 146
Processed fruits and vegetables* - 218 147 132 162 86 K3 88 ¢ 101 r173
Paper and productst-o..__..____ - 152 152 150 156 157 159 156 161 160 145
Paper and pulpt___.________ - 146 147 146 150 15 154 150 155 155 140
Petroleum and coal productst. 2179 » 177 2 178 » 180 » 185 ? 185 »179 » 184 2191 » 195
Coke___._.._____._. L.do____ 167 152 143 171 172 172 166 r 168 165 161
Petroleum refiningi I IEUURUNN IRV SRR FUNURI EUUI SIS R O S PO
Printing and publishingf. _ . 135 135 141 133 138 145 144 145 146 130
Rubber productst. ... - 234 243 252 247 246 239 234 220 216 207
Textiles and productst. - 169 174 164 172 173 172 166 164 155 142
Cotton consumption. - 1585 164 141 161 161 160 154 148 133 118
Rayon deliveries. .. __ - 248 25G 254 263 262 270 270 271 263 263
‘Wool textile production. - _ 178 181 180 171 178 172 159 161 155 130
Tobaceco products. .o o - 179 172 138 157 160 149 151 142 65 162
Mineralst_ o aeeo 147 135 132 141 141 143 139 153 152 145
Fuelst__ - - 150 140 141 15 150 153 144 156 153 144
Anthrad _do_.._ 124 123 121 118 107 113 102 104 110 93 2
Bituminous coalt _do.._ 160 116 130 173 162 163 127 165 147 117 i
Crude petroleum. _.do____ 149 150 147 146 150 153 155 157 159 150 4
Metals do_._. 126 105 76 81 84 83 112 140 148 151 7151 144 e
Adjusted, combined index}_ . oo
Manufactures . eaieaas
Durable manufactures. ... oo
Lumber and products. -
Lumber.____.__._.__
Nonferrous metals_
Smelting and refining*. __.__
Stone, clay, and glass produets._
Cement_ .. ____._________
Clay products*__
Glass containers.. .
Nondurable manufactures_
Alcoholic beverages. -
Chemiecals_ _______.__
Leather and products.
Leather tanning*__.______
Manufactured food products
Dairy products
Meat packing . ..c.ooeeo -
Processed fruits and vegetable:
Paper and produets_..___________
Paperand pulp_........._
Petroleum and coal products..
Petroleum refiningt_______
Printing and publishing _
Textiles and products.
Tobaceo products
—eodo._._ 11 117 111 117 122 117 136 124 122 117 r117 1mr .

r Revised.
*New series.
of farm marketings and data for 1929-42, see pp. 23-32 of the April 1943 Survey; indexes since 1942 are from the U. S. Department of Agriculture.

tRevised series.

» Preliminary. {Index is in process of revision.
Data beginning 1939 for the new series under industrial production are shown on pp. 18 and 19 of the December 1943 Survey.

For a description of the indexes of the volume

For revisions for the indicated unadjusted indexes and all seasonally adjusted indexes for the industrial production series, see pp. 18-20 of December 1943 Survey; seasonal

adjustment factors for a number of industries were fixed at 100 beginning various months during 1928-42; data for these industries are shown only in the unadjusted series. Revisions for Janu-
ary 1945-May 1946 for the indexes of cash income from farm marketings are available on request; see note in September 1947 Survey, p. 8-1, regarding earlier data.
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December 1947 SURVEY OF CURRENT BUSINESS S-3
Unless otherwise stated, statisticsbth;ougl‘i 1946 1947
1941 and descriptive notes may be foun . Novem- N N . . .
in the 1942 Supplement to the Survey Ogg.) l\(i)‘e(;m D%:eerm Jg}];,x F:lr);u March April May June July August tesuelll))er October
GENERAL BUSINESS INDICATORS—Continued
MANUFACTURERS’ ORDERS, SHIPMENTS,
AND INVENTORIES
New orders, indeyx, totalf..._avg. month 1939=100__ 228 233 241 240 254 249 241 235 245 231 r 231 260 257
Durable goods industries . - ..o do.___ 248 254 271 270 295 288 279 256 271 260 r 261 292 290
Iron and steel and their products. R 267 274 204 295 327 3198 308 273 304 271 r 286 312 304
Machinery, including electrical . 318 314 326 308 344 336 316 204 315 328 r 307 345 345
Other durable goods_ __. 173 186 204 215 224 217 219 209 202 194 199 230 232
Nondurable goods industries. 215 221 223 222 229 226 219 222 230 213 213 240 236
Shipments, index, totalt_ . ___ 244 267 276 274 290 288 288 283 292 271 282 315 318
Durable goods industries.. ee—do.___ 262 278 292 292 311 312 320 313 323 287 301 336 338
Automobiles and eqmpmen - .do._.. 217 235 255 246 267 268 276 258 280 264 252 298 301
Tron and steel and their products_ _odo_... 228 237 232 246 256 263 268 265 274 251 271 294 303
Machinery, including electrical_ _ PR’ [ 287 315 346 326 364 364 366 368 395 340 r 352 393 391
Nonferrous metals and products_.________ do__._ 289 319 340 335 366 366 371 365 r 347 201 311 340 352
Transportation equipment (exe. autos).. do-... 508 503 561 572 567 547 597 600 669 496 497 567 513
Other durable goods industries...________ do.__. 263 270 271 283 290 290 300 286 268 259 289 319 320
Nondurable goods industries__ _.do_... 231 260 266 260 275 272 265 262 271 260 269 300 305
Chemicals and allied products__ o-.-do_... 224 250 255 264 7 278 208 265 265 252 v 258 295 296
Food and kindred products. . 248 306 306 291 309 301 282 282 298 202 r 295 332 338
Paper and allied products,,._ 225 242 248 255 273 268 276 273 277 250 r 267 279 287
Produets of petroleum and coal. 203 219 232 224 229 236 244 252 263 263 266 277 280
Rubber produets______...._ 333 313 352 290 315 322 311 300 r 312 289 300 | f_. -
Textile-mile produets. .. ... . 217 221 219 213 228 222 209 199 216 1838 205 234 234
Other nondurable goods industries. _____.. 221 240 251 254 267 263 265 263 265 256 271 302 308
Inventories:
Index, total ool 197 200 204 209 213 217 222 226 228 228 231 233 236
Durable goods indus 211 215 220 226 232 238 244 251 254 256 259 261 264
Automobiles and equipment._____ - 263 259 256 269 284 298 300 314 321 320 327 330 329
Tron and steel and their products _______ 137 137 138 140 142 143 145 150 153 157 160 163 164
Machinery, including electricalt_ . __.__ 276 284 290 299 306 316 326 334 339 341 343 346 350
Nonferrous metals and products*._..___ do_ 167 167 166 179 182 184 184 186 186 191 191 192 190
Transportation equipment (exc. autos). do- ... 739 781 819 816 860 897 928 959 966 970 990 998 1,017
Other durable goods industriest_....._. do.__. 144 147 153 156 159 165 170 172 172 171 171 174 177
Nondurable 2004S_ - - oo do.___ 184 187 190 195 197 199 203 204 205 204 r 206 207 211
Chemicals and allied produets. - ______ do..__ 180 185 195 199 204 211 222 228 227 225 223 218 217
Food and kindred produets. _.________ do.___ 195 199 202 206 203 202 201 199 104 196 7210 215 219
Paper and allied produets.. . ______ do.__. 183 183 185 187 192 196 201 206 218 229 239 245 246
Petroleum refining_ ... ____ do._.. 132 134 133 134 133 136 139 142 145 148 152 154 157
Ruhber products. o.do__._ 212 215 216 238 250 262 73 282 r 281 272 262 | .
Textile-mill products_ ,,,,,,,, do-___ 174 173 174 177 178 183 188 189 186 186 r 186 184 185
Other nondurable goods mductrlos’r do____ 200 207 208 217 221 222 223 222 228 222 218 219 226
Estimated value of manufacturers’ inventories*
mil. of dolo_y 19,533 19, 896 20, 259 20, 805 21,176 21,612 22,058 22,424 | r 22,618 | r 22,678 | 722,936 23,120 23,435
BUSINESS POPULATION
OPERATING BUSINESSES AND BUSINESS
TURN-OVER*
Operating busincsses, total, end of quarter
thousands. .|| ... 8,657.8 | oo » 3,783.6
Contract construetion ... d - 246.4 |- - ? 267.8
Manufacturing__._.. e 305.1 |- - 1 »316.7
Retail trade 1,694.3 |- - P 1,747.6 |
Wholesale trade___ ________ 168.8 1. - .| ®»176.3
Service industries_ ... _. 695.4 | | »719.8
Allother . ... _._. 547.9 |- - o| »535.4
New businesses, quarterly._.__._ 112.3 |- | r108.9
Discontinued businesses, quarterly 49.8 |- - - » 56.7
Business transfers, quarterly... .. e 88.5 |- emmimeofemremmeee | T120.8 |ocmemrm e feicec e el v 102.3
INDUSTRIAL AND COMMERCIAL
FAILURES
Grand total. .. .. ... ... 123 104 141 202 238 254 277 378 283 299 287 292 336
Commercial service 11 13 14 17 22 21 23 33 21 30 23 28 29
Construction ___.__._ 14 9 18 15 20 13 16 20 23 17 19 20 25
Manufacturing and i 60 38 58 67 92 108 117 155 95 107 99 101 08
Retail trade_._______. 21 36 35 76 70 88 &4 119 108 105 102 103 129
Wholesale trade_______. 17 8 16 27 34 24 37 51 36 40 44 40 55
Liabilitics, grand total_ .. __ 6,400 | 12,511 17,105 | 15193 | 12,976 | 15251 | 16,080 | 17,326 | 18,982 | 37,137 | 14,903 | 10,034 | 21,322
Commereial service_ 147 3,202 801 582 651 758 1,015 739 610 | 19,863 655 829 1,074
Construction. ... 500 136 266 575 766 341 247 321 664 38: 176 444 2,301
Manufacturing and mmmg 4,975 8,492 7,217 11,020 7,654 11, 336 11,822 10,971 14, 22C 12, 466 10, 426 5, 064 13,337
Retail trade___._._._.______ 352 392 1,025 1,674 1,396 1,169 1, 503 3,037 1,614 2, 280 1,668 1, 390 2,289
Wholesale trade 426 289 7,796 1,342 2, 509 1,647 1,403 2,258 1,874 2,144 1,978 1,407 2,321
BUSINESS INCORPORATIONS
New incorporations (4 states) . _._._..____ number__ 8,771 3,068 3, 561 4,202 3,018 3,209 2, 996 2,870 2, 893 2, 595 2,494 2, 612 3,269

r Revised. » Preliminary.

*New series. For estimated value of manufacturers’ inventories for 1938-42, see p. 7 of the June 1942 Survey and p. S. 2 of the May 1943 issue.

ating businesses and business turnover, see pp. 21-23 of the May 1946 Survey and p. 10 of the May 1944 issue.
Revived series, See notes marked “4” on pp. 8-2 and S- 3 of the September 1947 Survey for reference to revised data for manufacturers’ orders, shipments and inventories.

For data through 1944 for the series on opor-



sS4 SURVEY OF CURRENT BUSINESS December 1947
U';lisls otgelliwise stated, statisticsbth;ough 1946 1947
941 an escriptive notes may be found _ (PN . N _
in the 1942 Supplement to the Survey Obcet;) I\ogeerm D‘ifgrm Jg?; Fg?;u March | April May June July | August | esrgrl)) o Obcé:;)-
COMMODITY PRICES
PRICES RECEIVED AND PAID BY FARMERS
Prices received, all farm productst... 1909-14=100._ 273 263 264 260 262 280 276 272 271 276 276 286 289

CroOPS. - e 244 230 232 236 245 266 269 268 262 263 255 254 261
Food grain_____ 218 220 224 223 235 283 277 276 253 251 246 278 302
Feed grain and 222 187 186 184 185 212 223 218 240 253 270 297 284
Tobaceo. .. 410 309 406 399 390 390 387 390 390 390 383 352 357
Cotton. ool 304 236 242 240 246 257 260 270 275 289 267 252 247
Fruit . L.l 208 186 211 196 203 215 223 222 228 215 177 181 166
Truck crops______._._..___._ 151 207 166 238 276 299 295 286 215 189 211 179 238
Oil-bearing erops._.......__. 255 342 334 336 334 360 358 326 318 314 308 311 344

Livestock and products.._._._ 299 204 294 281 278 292 282 275 278 286 295 315 313
Meatanimals_ ____.__._____ 318 313 311 306 319 345 331 327 338 343 349 367 360
Dairy products. 300 307 312 292 270 269 257 241 233 244 258 282 283
Poultry and eggs 257 230 226 201 192 199 204 203 205 220 224 246 251

Prices paid:*
All commodities__._________________ 218 224 225 227 234 240 243 242 244 244 249 253 254
Commodities used in living ... 231 239 239 242 248 252 256 254 252 252 256 259 261
Commodities used in produetion. 202 204 207 207 215 224 227 226 233 234 239 246 246
All commodities, interest and taxes 207 212 213 215 221 227 230 229 231 231 235 238 239
Parity ratio*. ... 132 124 124 121 119 123 120 119 117 119 117 120 121
RETAIL PRICES

All commodities (U. 8. Department of Commerce )

index) - oo 1935-39=100__ 167.2 171.5 172.7 172.7 172.9 177.2 177.2 177.1 178.7 179.7 181.4 184.9 ...
Coal (U. S. Department of Labor indexes):

Anthraeite_ _______________________ 1923-25=100__ 119.6 119.6 119.6 121.6 121.6 121.6 121. 5 116.8 116.8 119.2 126.5 128.3 2129.4

Bituminous. . __ . _.______ do___. 116.4 116. 5 117.6 121.9 122.2 122.3 122.5 123.4 123.6 129.5 r139.1 r139.6 » 140, 5
Conis;ul{)ner)s’§ price index (U. 8. Department of

abor):§

Combined index____ . ___________ 1935-39=100__ 148.6 152.2 153.3 153.3 153.2 156.3 156. 2 156.0 157.1 158.4 160.3 163.8 163.8
Apparel____. do__.. 168.1 171.0 176. 5 179.0 181. 5 184.3 184.9 185.0 185.7 184.7 185.9 187.6 189.0
Food - o do____ 180. 0 187.7 185.9 183.8 182.3 189. 5 188.0 187.6 190.5 193.1 196. 5 203.5 201.6

Cereals and bakery products*__ _do___. 138.5 140.6 141.7 143.4 144.1 148.1 153.4 154.2 154.6 155.0 r155.7 157.8 160. 3
Dairy products*_____._______ _do.__. 202. 4 198. 5 200. 9 190.1 183.2 187.5 178.9 1715 171.5 178.8 183.8 195.2 190. 1
Fruits and vegetables®*___ _do___. 176.5 184.5 185.0 187.9 191.7 199.6 200. 4 207.0 205.0 202.0 199.8 198.2 196.6
Meats*®________________ do___._ 190.7 203.6 197.8 199.0 196. 7 207.6 202.6 203.9 216.9 220.2 228. 4 240. 6 235. 5
Fuel, electricity, and ice_ __.do____ 114. 4 114.8 115. 5 1173 117.5 117.6 118.4 117.7 117.7 119.5 123.8 124.6 125 2
Gas and electricity*____ _do.___ 91. 6 91.8 92.0 91.9 92.2 92,2 92.5 92. 4 91.7 91.7 92.0 92.1 92.2
Other fuels and ice*__ 136.6 137.2 138.3 142.1 142.3 142.5 143.8 142. 4 143.0 146.6 154.8 156.3 157.4
Housefurnishings. _____ 3 171.0 177.1 179.1 180.8 182.3 182.5 181. 9 182.6 184.3 184.2 187.5 187.8
___________________ 108.8 108.9 109.0 109.0 109.2 109. 2 110.0 111.2 113.6 114.9
132.5 136.1 137.1 137. 4 138.2 139.2 139.0 139.1 139.5 139.8 140.8 141.8

WHOLESALE PRICES

U. 8. Department of Labor indexes:

Combined indexd® . __________._. 1926=100__ 134.1 139.7 140.9 141.5 144.5 149.5 147.7 147.1 148.0 r 150. 6 153.6 157.4 158. 5

Economic classes:
Manufactured produetsg®. ... do____ 129. 6 134.7 135.7 136.7 139.7 143.3 141.9 141.7 141.7 144.0 147.6 151.6 151.1
Raw materials_____________ _..do.__. 148.7 153. 4 153. 2 152.1 154.9 163.2 160. 1 158.6 160.2 165.3 167.0 170.8 175.0
Semimanufactured articles. _.do____ 118.2 129.1 136.2 138.8 142.1 145.9 144. 5 144.9 145.¢ 147.0 149.5 151.9 154.0
Farm produets._ . ... __ _do____ 165. 3 169.8 168.1 165. 0 170. 4 182.6 177.0 175.7 177.9 181.4 181.7 186. 4 189. 7
Grains. _ ... __.do____ 174.2 165.4 163.0 162.6 171.1 203.3 199.8 202. 4 206. 0 202.3 208.8 230.3 241. 4
Livestock and poultry. . .______________ do____ 174. 6 197.4 194.7 189. 6 201.5 216.0 199.2 198.7 200. 9 209.9 215.9 224.8 294. 5
Commoditiesother than farm productsa*. do. ... 127.1 132.9 134.8 136.1 138.6 142.1 141.0 140.6 140.7 143.6 147.2 150.8 151.4
Foods . oo do.... 157.9 165. 4 160. 1 156. 2 162, 0 167.6 162. 4 159.8 161.8 167.1 172.3 179.3 177.8
Cereal produects________ __.do.._. 128.5 136.1 139.5 139.9 141.3 150. 4 154.1 151.7 149.2 154.7 153.3 158.7 167.6
Dairy products. . ______ __do___. 185. 5 182.9 180.0 164. 6 161. 8 157.6 148.8 138.8 140.9 152.8 164.3 170.6 167.3
Fruits and vegetables._ __.do.__. 122.5 139. 5 134.5 131.6 134. 2 141. 5 142.2 144.3 145.2 139.7 133.0 130.1 130.8
Meats _ - do___. 191. 4 202.8 188. 2 183.4 199. 5 207.3 196.7 203.0 208. 6 217.9 234.6 244.8 230.0
Commodities other than farm products and
10068 @ - oo oo 1926=100..| 115.8| 120.7| 1247| 127.6| 1285 1311 131.8 | 13L9 1314  133.4 136.0 | 1382 139.9
Building materials _ 134.8 145.5 157.8 169. 7 174.8 177.5 178.8 177.0 174.4 175.7 179.7 183.3 185. 8
Brick and tile._______ 127.8 129.1 130.0 132.2 132.3 132. 4 134.5 134. 5 134.7 143.3 144.3 145.4 145.6
Cement 106. 5 107.0 106. 9 108.3 109.9 112.3 114.0 114.0 114. 3 114.9 116.9 119.0 120.1
Tumber_ _ . __._ 178.9 192.1 227.2 249. 9 263.6 269.3 273.5 269. 4 266. 1 269.0 276.7 285.7 200.0
Paint and nt materials__ 119. 2 151.3 155. 4 171.2 173.9 176.1 175.5 169.2 159. 6 156.1 154.9 157.9 161.4
Chemicals and sllied product: 99.9 118.9 125.7 128.1 129.3 132.2 133.2 127.1 120. 2 118.8 117.5 121.3 126. 3
Chemicals_ - _____ . ____ it 98.8 106. 9 111.8 112.7 113.8 114.5 119.5 118.7 118.7 119.9 117.5 118.2 122.1
Drug and pharmaceutical materia 1115 152. 8 181.2 181.7 182. 5 182, 7 181.0 173.6 156. 1 137.4 136.6 136.6 137.5
Tertilizer materials____ ______________ d 91.9 96. 3 95. 1 99.9 99.2 101. 8 101.2 102. 5 101.8 103. 5 105.5 109.8 111.3
QOilsand fats___._________ L1 191.0 203.0 210. 6 214.3 231.5 220. 1 176.9 139.2 134,8 133.3 155. 6 175.3
Fuel and lighting materials 94.2 94. 5 96. 1 97.7 97.9 100. 7 103.4 103.3 103.9 108.9 112.5 114.1 115.9
Electricity . _...._______. 64.1 65.2 65.8 64.9 65.7 64.3 64.3 64.1 64.4 65.0 64.5 | .. | . ..
GaS e 80.8 84.4 83.1 80.8 84.3 84.9 84.0 85.0 85.8 85.5 86.0 87.0 | ____.._
Petroleum products______ 73.1 73.4 75.8 76.5 76.6 81.7 86.3 86.8 87.5 89.8 92.2 93.7 96. 5
Hides and leather produects 142. 4 172.5 176.7 175.1 173.8 174.6 166. 4 170.8 173.2 178.4 182.1 184.8 190. 5§
Hidesand skins_____.__. 153.0 221.0 216. 5 198.5 191. 4 192.2 178.1 177.7 187.1 203.5 215.6 221.1 236.9
Leather._. 138.5 178.1 185.0 181.6 181. 1 183.7 158.0 176.3 178.9 187.4 190.7 197. 4 204. 3
145.2 162.9 169.9 170.6 171.5 171. 5 172.1 172.2 172.6 173.2 174.9 175.2 178.0
115.3 118.2 120. 2 123.3 124.6 125.8 127.4 128.8 129.2 129.8 129.7 130.6 132.3
Furnishings. .. __.______ 121.3 124.4 126.3 128. 4 129.6 131. 4 134.4 136.9 137.2 138.1 138.1 138.5 139.3
Furniture_ . .. ________ 109. 2 111.8 113.9 118.2 119.5 120.0 120.0 120.3 120. 9 121.1 120.9 122. 4 124.9
Metals and metal productsa® 125.8 130. 2 134.7 138.0 137.9 139.9 140.3 141. 4 142.6 143.8 148.9 150. 7 1511
Iron andsteel______________ 113.7 114.0 117. 4 123.9 125.0 126.9 127.6 128.6 131.4 133.3 139.4 140.4 140.8
Metals, nonferrous. _do.___ 101.8 118.4 129.3 130. 5 131.3 139.0 141. 0 143.9 142.9 141. 8 141.8 142.0 142.0
Plumbing and heating equipment.__do.___ 107.2 107.2 114.9 117.0 117.1 117.9 118.2 120.0 119.1 123.4 128.6 135.9 136.0

r Revised. » Preliminary. § Formerly designated ‘‘cost of living”” index. ) .
& Current prices of motor vehicles were introduced into the calculations beginning October 1946; April 1942 prices were carried forward in earlier computations; see previous issues of the
Survey for explanation and for October 1946-September 1947 indexes using April 1942 prices; October 1947 indexes using A pril 1942 prices are as follows: All commodities, 156.0; manufactured
products, 147.1; commodities other than farm products, 148.4; commodities other than farm products and foods, 136.1; metals and metal products, 133.6.
® Price samples were inadequate for September and October 1946 and latest prices were earried forward in some cases; November index reflects full price change from August.
9§ Data for 1947 are estimated based on a survey of rents in 5 cities in January, 6 in February-July, 7 in August, 10 in September, and 12 in October; rents were not surveyed in the last

quarter and of 1946,

* New series. Theserieson prices paid by farmersand the parity ratio are from the U. 8. Department of Agriculture; the latter is the ratio of prices received to prices paid, interest and
taxes; data for 1913-45 will be shown later. For a description of the Department of Commerce index of retail prices of all commodities, see p. 28 of the August 1943 Survey; and for revised
figures for 1929, 1933 and 1935-44, p. 31 of February 1946 Survey. Data for 1923-45 for the indexes of retail prices of the food subgroups are shown on p. 16 of the November 1946 Survey. Data

beginning 1935 for the indexes of retail prices of “gas and electricity’” and “other fuels and ice”” will be published later.

T Revised series. Indexes of prices received by farmers for 1913-45 are shown on pp. 17-19 of the April 1947 Survey; data for November 15, 1947, are as follows: Total 287; crops, 268; food
grain, 312; feed grain and hay, 283; tobacco, 354; cotton, 257 fruit, 151; truck crops, 272; oil-bearing crops, 349; livestock and products, 304; meat animals, 338; dairy, 293; poultry and eggs, 242,
For revised data for 1941-43 for the indicated series on wholesale prices, see p. 23 of the November 1945 Survey,



December 1947 SURVEY OF CURRENT BUSINESS S-5
U!il;:ls otl‘ie:lwise stated, statisticsbth;ougl& 1946 1947
. an escriptive notes may be foun ~ N ~ N . . . .
in the 1942 Supplement to the Survey Otfg) N%‘;?m D?:rm J:?;,l Fg‘,’;“ March April May June July August te?ﬁger Olfg,)
COMMODITY PRICES—Continued
WHOLESALE PRICES—Continued
U. 8, Department of Labor indexes—Continued
Commodities other than farm, ete—Con.
Textile produets__. ... _.._._.___. 1926=100._ 128.6 131.6 134.7 136.6 138.0 139.6 139.2 138.9 138.9 139.5 140.8 142.0 143.0
Clothing... .. .. 125.5 127.9 129.8 132.4 132.7 133.0 133.0 133.9 133.9 134.3 134.3 134.4 134.7
Cotton goods.______ .. 172.9 174.7 181.6 184.6 193.7 196.6 194.7 193.0 193.8 195.9 199.2 202.3 204.6
Hosiery and underwear_ 88.8 89.3 96.9 99.3 100.0 100.8 100.8 100.8 100.8 100. 4 99.9 99.9 100.0
Rayon......._..._._ 30.2 32.0 33.8 33.8 37.0 37.0 37.0 37.0 37.0 37.0 37.0 37.0 37.0
Silk_ .. 125.7 115.0 103.2 101.2 80.2 73.2 69.4 67.9 68. 4 68.2 68.2 68.3 71.2
‘Woolen 116.6 117.7 119.0 120.8 121.9 127.5 129.1 129.2 129.2 130.1 133.3 133.8 134.2
Miscellaneous. .- --.....__... 104.0 106.5 108.9 110.3 110.9 115.3 115.7 116.1 112.7 113.0 112.7 115.9 117.1
Automobile tires and tubes. . 73.0 73.0 73.0 73.0 73.0 73.0 73.0 73.0 62.5 60.8 60.8 60.8 60. 8
Paperandpulp..........____._____. 124.6 127.7 136.4 141.9 143.4 145.1 152.5 154.3 154.2 157.2 157.6 150.5 159.8
‘Wholesale prices, actual. (See respective com
modities.)
PURCHASING POWER OF THE DOLLAR
As measured by—
‘Wholesale prices...o-..-o........___ 1935-39=100.. 60.0 57.6 57.1 56.9 55.7 53.8 54.5 54.7 54.4 53.3 52.4 51.1 50.8
Consumers’ prices. . ... do.... 67.3 65.7 65.2 65.2 65.3 64.0 64.0 64.1 63.6 63.1 62.4 61.1 61.1
Retail food prices..____..___ -.do.___ 55.5 53.2 53.7 54.3 54.8 52.7 53.1 53.2 52.4 51.7 50.8 49.1 49.6
Prices received by farmersf_____.__......._. do.... 39.0 40.4 40.3 41.0 40.7 38.0 38.5 39.2 39.3 38.5 38.5 37.2 36.8
CONSTRUCTION AND REAL ESTATE
CONSTRUCTION ACTIVITY*
New construction, total mil. of dol.. 1,070 987 905 839 795 826 876 955 1,070 1,161 1,242 r1,279 1,317
Private, total do..__. 788 745 711 666 634 648 662 722 811 876 937 r 962 977
Residential (nonfarm do.._. 347 335 320 300 284 285 306 342 387 429 461 7 490 515
Nonresidential building, except farm and publie
utility, total __________________._ mil. of dol.. 318 308 206 275 260 247 240 245 254 259 266 275 285
Industrial ..o L.l do._... 171 171 166 159 152 146 142 141 140 139 139 r138 137
arm construetion_.._____ ... do_... 40 20 10 10 10 20 30 40 50 60 75 65 50
Public utility. .. oo ~do__._ 83 82 85 81 80 96 86 95 120 128 135 132 127
Public construction, total .....____.____ _-do__.. 282 242 194 173 161 178 214 233 259 285 305 r 317 340
Residential ___ .. ... --do____ 66 68 51 39 33 24 16 9 6 9 9 rg 10
Military and naval. -.do._._ 20 17 16 12 12 12 15 15 15 19 22 21 23
Nonresidential building, total. 32 27 23 33 32 36 41 41 42 44 45 r 49 52
Industrial. . 9 7 5 5 3 3 4 3 2 2 1 1 1
Highway__ - 99 76 57 37 34 48 75 95 117 128 139 r 147 160
Allother . el 65 54 47 52 5 58 67 73 79 85 90 r 92 95
CONTRACT AWARDS
Contract awards, 37 States (F. W. Dodge Corp.):
Total projects. R, number.__ 33,342 27,149 25, 536 27,619 24,321 32, 268 29, 957 27,769 24,044 28,734 31,885 27,185 36, 339
Total valuation_ thous. of dol._} 573,206 | 503,745 | 457,278 | 571,628 | 442,197 | 596,755 | 602,338 | 674,657 { 605,070 | 660,254 | 823,216 | 649,996 | 793,266
Public owne! e eeae do._..{ 133,806 | 130,329 | 108,920 | 166,672 95,770 | 143,316 | 177,272 | 233,873 | 226,471 | 202,571 | 217,811 | 192,660 | 208,947
Private ownership. .__...._.......____ do....| 439,400 | 373,416 | 348,358 | 404,956 | 346,427 | 453,439 | 425,066 | 440,784 | 378,599 | 457,683 | 605,405 | 457,336 | 584,339
Nonresidential buildings:
Projects. ... ool number._. 3,696 3, 609 2, 857 3,096 3,006 3,670 3, 905 4, 554 4,355 4,912 4,915 4,213 5,134
Floor area 33,932 23,708 19, 656 25, 700 21, 488 22,242 26,034 30,238 27, 561 32,123 41, 682 24,114 33,478
Valuation.__. 225,355 | 160,871 148,014 | 200,312 | 143,258 | 191,903 | 184,317 | 235,809 | 209,942 | 253,512 | 290,807 | 239,915 | 277,888
Residential buildings:
Projects. - ..o number_. 28,128 22,251 21, 704 23, 593 20, 440 27,414 24,284 21, 255 17,604 21, 568 24,789 21,154 29,473
Floor area 36, 910 33, 530 20,975 39,279 32, 469 42, 991 39, 006 42, 672 29,213 36,774 47, 805 30,037 52,302
P \{)a;l.uatioxlli . 235,008 | 221,113 193,365 | 257,419 | 208,391 | 282,881 | 256,668 | 254,085 [ 209,458 | 240,885 | 308,937 | 268,543 [ 349,490
ublic works:
Projects. oo caeeiaeaooo number._ 1,271 1,018 746 681 665 918 1, 509 1,607 1,744 1, 910 1,761 1,522 1, 425
lealuation ______________________ thous, of dol..| 75,535 82, 626 62, 652 80, 721 59, 806 77,926 | 123,249 | 119,713 | 142,495 | 127,454 | 137,471 [ 110,556 | 112,726
tilities:
Projects. - oo number. _ 247 71 229 249 210 266 259 353 341 344 420 206 307
Valuation . ...__.___._______ thous. of dol.. 37,248 39,135 53, 247 33,176 30, 742 44,045 38,104 64, 960 43,175 38,403 86, 001 30, 982 53,182
Value of contracts awarded (F. R. indexes):
Total, unadjusted. _..._____.__ --1923-25=100._ 138 125 126 120 131 133 152 153 158 170 173 184 180
Residential, unadjusted.. _.do_._. 136 118 122 119 135 135 144 130 127 138 148 168 169
Total, adjusted._ .. .__....... do.__. 145 139 154 146 151 132 133 127 136 155 166 183 188
Residential, adjusted. ... ._______________ do__._ 140 122 143 144 152 129 123 110 116 136 | 150 168 174
Engineering construction:
Contract awards (E. N. R.)§._._.. thous. of dol..| 488,457 | 275,825 | 352,855 { 430,970 { 356,491 400,415 | 454,471 514,343 | 517,175 | 524,238 | 413,404 | 494,805 | 575,089
Highway concrete pavement contract awards:i
1 thous. of sq. yd-_ 3,182 3,239 2, 306 1,343 1,463 2,438 5, 280 3,828 4,228 5,011 3,285 2,760 3,260
.do.__. 104 138 55 26 1 52 513 35 212 169 79 163 203
_do____ 1,957 1,970 1,661 606 1,081 1, 578 3,167 2,607 2, 456 2, 452 1, 468 1,133 1, 946
........................ do__.. 1,121 1,130 590 711 382 808 1, 600 1,186 1, 560 2, 3 1,737 1,464 1,110
PERMIT VALUATIONS AND DWELLING
UNITS PROVIDED
Estimated number of new nonfarm dwelling units
scheduled to be started (U. 8. Dept. of Labor):
Total nonfarm*______ . ________________ number_. 60, 901 47,700 37,100 40, 800 45, 500 63, 100 73, 500 74, 500 83, 400 83, 300 90,400 | r94,900 | _____.___
Urban, totalf_________.__._ 37,401 28, 661 21, 369 25,383 27,074 37,649 42, 862 41,138 46, 999 47,153 51,304 | 52,179 {__________
Privately financed, total. 36, 067 28, 539 21, 369 24, 269 27,074 37,158 42, 534 41,138 45, 994 47,117 51,112 | 51,904 | _________
1-family dwellings______ 29, 576 23,747 17,469 20, 537 22,156 30, 615 35,214 33,670 34,627 36,943 39,226 { r40,865 | ____.____
2-family dwellings_. ____ 1,899 1, 594 977 1,496 1,615 2, 448 3,142 3,085 3,478 3,053 3,519 2,988 |______....
Multifamily dwellings. 4, 592 3,198 2,923 2, 266 3,303 4,095 4,178 4,383 7,889 7,121 8,367 r8051 | .
Publicly financed, total. .______________ 1,334 122 0 1,084 0 491 328 0 1,005 36 192 275 |

'Revised. » Preliminary.

§ Data for August and October 1946 and January, May, and July, 1947 are for 5 weeks; other months, 4 weeks.
1 Based on weekly data combined into 4- and 5-week periods except that a week falling in December and January is prorated; see note in February 1947 Survey.
* New series. Estimates of total nonfarm dwelling units for 1910-44 are shown on p. 15 of the November 1946 Survey. Monthly estimates of new construction activity for 1939-45 and
annual estimates for 1915-46 are shown on pp. 23 and 24 of the July 1947 Survey.

Revised series. The index of purchasing power of the dollar based on prices received by farmers was revised in the April 1944 Survey.

Data for 1920-44 for the number of new dwelling

units are shown on p. 15 of the November 1946 Survey (see note in February 1947 Survey with regard to January and February 1945 figures); since early 1945 data for new dwelling units and the
indexes of building construction on p. S-6 should be considered volume of construction for which permits were issued or contracts awarded rather than volume started (see note in July 1947

Survey.
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CONSTRUCTION AND REAL ESTATE—Continued
PERMIT VALUATIONS, ETC.—Continued
Indexes of building construction, based on building
permits (U. S. Dept. of Labor):i
Number of new dwelling units provided
. . 1935-39=100._. 215.7 165.3 123.2 146.4 156.1 217.1 247.2 237.2 271.0 271.9 205.9 r300.9 322.7
Permit valuation: .
Total building construction..._.__.______. do.__.| r192,8 153.2 129.4 151.8 158.3 218.5 251. 6 244.2 278.2 306.1 323.5 r319.5 341.8
New residential buildings... .do.__.| r2881 222.5 162.0 196.7 207.6 308.8 359.1 333.5 387.7 405.4 447.9 | r450.1 513.7
New_ qonreSIdentlgl buildings. _ . _do___.| r110.0 99.2 97.0 107.7 111.5 141.8 159.4 163.5 180.9 217.8 232, 4 r206.7 212.4
Additions, alterations, and repairs. ... do.._. 192.9 137.3 140.0 164.8 168.9 214.1 248.7 241. 4 284.2 311.5 279.9 r208.1 290.6
CONSTRUCTION COST INDEXES
Aberthaw (industrial building)..______. 1914=100__{ ..o |omeaaooos 800 | oo 304 | feeiiaan 800 |-coomcmn|emnn 304
American Appraisal Co.: T T T T e
Average, 30 cities.._____.___._.___._.. 1913=100_. 347 352 37