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By the Office of Business Economics

AS THE Nation moves into the holiday buying season
which closes out the year, the high rate of economic activity
is providing a flow of goods and services and a corresponding
flow of purchasing power which are of record or near-record
proportions. Some signs of hesitancy, however, have been
evidenced in the more recent movements of monthly business
indicators. Personal income, nonfarm employment, and
retail sales—three of the broadest measures of the economy’s
month-to-month pace—are off a bit from their summer
highs but continue appreciably above a year ago.
Third-quarter income and output were at record levels.
While the continuous dollar rise in GNP thus far in 1957—
t0 a seasonally adjusted annual rate of $439 billion in the
third quarter—has reflected the influence of higher prices
and costs, the physical volume of total output has been
maintained on the high plateau marked out in the final
quarter of last year. The adjacent chart shows that the
annual rate of physical production in the first three quarters
of 1957 was moderately above the calendar-year total for
1956, and that the dollar total was up around 5 percent.

Income and employment

Total personal income in October was at a seasonally
adjusted annual rate of $345% billion, about $1 billion below
the September and third-quarter rates; it was $3 billion
higher than in the second quarter and $11% billion, or 3%
percent, above October of last year. The October decline
centered in wages and salaries as both employment and hours
worked per week were off, with average hourly earnings
remaining at record levels. Income flows other than wages
and salaries showed little change from September apart
from a rise in transfer payments stemming mostly from
increased unemployment insurance benefits.

After allowance for seasonal influences, employees on non-
farm payrolls totaled 52% million in October, about 350,000
below the August high. The reductions in employment in
this period occurred chiefly in manufacturing, and more
particularly in the durable-goods lines of aircraft, primary
metals, and machinery production.

Changes in retail sales

Retail sales in September, seasonally adjusted, differed
little from the average for the preceding 2 months. For
October, the preliminary report indicates a less-than-seasonal
rise, with dollar sales in most lines and in the aggregate
well above a year ago.

Total sales of durable-goods stores have been fairly steady
recently, at or close to the level reached at the start of the
year. Sales in the nondurable-goods category advanced over
most of 1957 and, while down slightly in the more recent
period, are close to their alltime high.

1



2 SURVEY OF CURRENT BUSINESS

New model automobiles are only now coming on the
market in volume, and hence it is too early to say how
sales are proceeding. It is fairly clear, however, that the
cleanup sales of 1957 models have proceeded well. Total
unit sales of new cars so far in 1957 match those of a
year ago after having shown some lagging tendencies earlier
in the year.

The general movement of prices in consumer channels
continued upward through September, marking the 13th
consecutive rise in the overall index. The increase during
the past 12 months has amounted to 3} percent, with prices
of nearly all prineipal groups of goods and services higher
than a year ago.

Wholesale prices underwent a small net decline in the
aggregate from mid-August through the end of October,
and at that time were less than 2 percent above a year ago.
In the latest period, farm and food prices moved moderately
lower; industrial prices were down fractionally with raw
materials, such as metal scrap and lumber, being the principal
items affected.

Manufacturing activity eases

Manufacturers’ sales were fairly stable during the middle
months of 1957, at rates above a year ago but somewhat
reduced from the record first-quarter volume. September
shipments were also higher than a year earlier, though down
fractionally from August. The Federal Reserve Board’s
index showed some easing of industrial production in
October.

New orders booked by manufacturers have tended down-
ward this year and in September were moderately less than
in the same month of 1956. With incoming business below
sales so far in 1957, unfilled orders were reduced by $7
billion, or more than 10 percent, over the past 12 months.
Much of this decrease reflected adjustments in military
procurement programs. ’

The steel and auto industries—which have been important
in shaping the overall trend in manufacturing and for which
quite current information is available—have followed some-
what different activity patterns this year. Steel output,
trending moderately downward throughout 1957 from high
and near-capacity rates of operation during most of 1956,
has not shown the usual seasonal pickup for this time of
yvear. Weekly production rates in early November moved
below the 2-million ton mark for the first time since re-
sumption of activity after the 1956 midsummer work
stoppage. This compares with a weekly average of about
2% million tons in the fourth quarter of last year.

On the other hand, production of new cars, which in 1956
fell well below the exceptional 1955 total, has increased
this past year and 1957 assemblies are expected to top last
year’s volume of 5.8 million units.

Construction activity steady

Next to manufacturing, the construction industry is the
largest producer of goods in the economy. Total dollar
value of construction put in place—for both public and
private accounts—was at a record high in October on a
seasonally adjusted basis. Output in physical terms has
held steady over the past year.

Outlays for public construction have been almost steadily
upward over the last several years as requirements for
schools, highways, and local improvements have continued
to grow. Total private construction activity, which had
been stable in the earlier months of 1957, turned moderately
upward last August; value put in place during October was
equivalent to a seasonally adjusted annual rate of $34 bil-
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lion, up about $% billion from the third-quarter average.
Throughout most of the recent period including Oectober,
activity on nonresidential projects was virtually unchanged,
roughly $1 billion above a year ago. The slight fillip to
total private construction activity stemmed from residential
building, which reached a low last May.

There are some indications that the recent rate of residen-
tial construction may be at least maintained and perhaps
bettered over the next several months. Private housing
starts in the third quarter were at a seasonally adjusted
annual rate of 1 million units, having tended upward in
recent months from the low reached last winter. Moreover,
as indicated in the next section, the sharp reduction in
demand for federally supported home financing in 1956 and
early 1957 was halted this past summer, and the more recent
volume of applications appears to be up slightly after
allowance for seasonal influences.

It might be noted that, as previously indicated in the
SurvVEY, total investment in new plant and equipment is
expected by business firms to remain steady through the
fourth quarter at the record annual rate of $37 billion.

In other parts of the private economy, where the com-
bined rate of activity has been well sustained, recent trends
have exhibited considerable diversity. A few examples may
be cited.

Electric power output has been off moderately in the latest
period on the basis of seasonally adjusted indexes, but is up
markedly so far this year in comparison with 1956. Activ-
ity in the communications branch has shown a substantial
and almost steady rate of growth in recent years, which is
being extended currently.

On the other hand, rail freight business has tended down-
ward during most of 1957, with the bulk of the drop in the
seasonally adjusted series having occurred in the second
quarter. Currently, total carloadings are off about 10
percent from the late 1956 rate.

Demands for capital funds

While aggregate investment demands have been close to
peak rates, and interest rates remained at their postwar
highs through early November, there is some evidence that
business borrowing from banks has been reduced from
earlier this year as well as from the exceptionally heavy
requirements of 1956. Since midyear, loans to business by
leading city banks have been reduced by $% billion in con-
trast to an expansion of over $1 billion in the same period
last year.

After reaching a peak in July, common-stock prices
declined through mid-October and have undergone little net
change in the past month. Currently, these prices as
measured by the Securities and Exchange Commission aver-
age 10 percent below a year ago and are back to mid-1955
levels., The recent downward movement in stock prices
undoubtedly indicates some increase in costs of new equity
financing, which reached a postwar low last spring.

While the impact of these changes in costs cannot now be
fully assayed, it appears that new equity financing was off
moderately in the last several months. There also appears
to be some letup in new bond flotations, which were being
issued in record volume earlier this year.

In mid-November the Federal Reserve Board authorized
some of its district banks to lower their discount rates from
3% percent to 3 percent on member-bank borrowings, thus
paving the way for somewhat easier terms on loans to bank
customers. The discount rate had previously been increased
in successive steps from early 1955 to August of this year in
a program of restraining bank credit expansion to alleviate
inflationary pressures.
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National Income and Product—

Demand and Income Sustained in Third Quarter

THE VALUE of national output continued to rise in the
third quarter, as consumer buying expanded further. At a
seasorally adjusted annual rate of $439 billion, gross national
product was $5 billion higher than in the spring quarter,
and $10 billion more than in the first quarter of 1957. Gov-
ernment and investment buying leveled off after midyear.

The increase in total GNP—and the associated rise in
national income—so far during 1957 have been broadly
paralleled, in percentage terms, by an advance in the gen-
eral level of prices. The real volume of production of goods
and services has remained on a high plateau since the end
of last year, but as is clear from the chart on page 1 the
current year has registered a further gain in physical produc-
tion over the results of 1956.

The general structure of the Nation’s markets has shown
little change from 1956 to 1957, although-—as indicated by
the article on the subject in this issue—there has been
diversity of output changes among the various products
making up the broad aggregates. The major distributions
of output—by purchaser group and by type of product—
in the accompanying chart reveal a basic constancy of
pattern.

The postwar rise in the services fraction of gross national
product seems to have continued, though neither this move-
ment nor the corresponding decline in the nondurable goods
fraction has been at all marked this year.

Approximate stability in the fraction of dollar output
represented by construction and durable goods is due in
part to offsetting movements, though these have not been
large. Total spending for durables is up this year relative
to gross national product, reflecting larger business (and
foreign) purchases of equipment as well as increased Federal
outlays for military goods. The postwar uptrend of con-
struction outlays, by contrast, tapered after mid-1955, with
the decline of activity in residential building.

In the lower panel of the chart, the investment percentage
of GNP is seen to have moved shghtly closer to the postwar
average this year. Its decline reflects chiefly the contrast
between the growth of inventories during 1956 and the
stable position in which they have been held by business so
far in 1957.

The corresponding limited increase elsewhere centered in
the government fraction. The percentage of the national
output going for personal consumption in the first three-
quarters of 1957 was virtually the same as in 1956, and
somewhat under the average for other recent years.

A difference between 1956 and 1957—more pronounced
than any of those noted above—lies in the recent tendency
toward a leveling off in a number of the advances and
declines which featured the economy last year.

The change in business inventory policy took place at the
outset of 1957, and no further shift has since been apparent.
The decline in residential construction activity which con-
tinued throughout 1956 and emerges clearly in 1956-57

comparisons to date has recently shown a tendency to
flatten out.

Business investment in new construction and outlays for
producers’ durable equipment, which had been a major
influence in the rise in business activity from 1955 through

Percent Distribution of Gross
National Product

BY TYPE OF PRODUCT %
; — 100
! !]! { | i l
Construction and |
Durable Goods ‘ ‘ ‘ ; — 80
|-
- 60
Nondurable Goods
- 40
Services -
0
1947-55 1956
AVG.,
BY MARKET %
— 100
Investment
7 GRS
e’j(f N \@",/ — 80
Government {’Eﬁééi %ﬁ;ﬁ;’
— 60
' - 40
Personal oo
Consumpfion w e
: - 2
1947-55 1956 1957*
AVG.
*Based upon first three quarters, seasonally adjusted
U. 8. Department of Commerce, Office of Business Economics 57-29-



4 SURVEY OF CURRENT BUSINESS

the early part of 1957, have leveled off at peak rates. Pur-
chases by the Federal Government similarly have held about
even after a rapid expansion extending into the early part of
this year, though the summer quarter was marked by steps
taken to adjust them in line with the current budget.

Recent developments in consumer, investment, and public
spending are reviewed below.

Consumer Purchasing Higher

Personal consumption reached an annual rate of $283%
billion in the third quarter, up 1% percent in comparison
with the spring quarter. Outlays for nondurable goods
accounted for most of the advance, though service purchases
continued their uptrend. Expenditure for durable goods,
which had declined earlier in the year, leveled off on a
seasonally adjusted basis from the second quarter to the
third. Retail sales data indicate that overall demand in
consumer markets was well maintained during the third
quarter.

Consumer spending for durable and nondurable goods in
the first 3 quarters was 5 percent above the comparable
period of 1956, and spending for services was up slightly
more.

Buying of nondurables up

Increases in nondurable goods outlays after midyear were
quite general among the major subgroups. Quantitatively
the most important was the continued expansion in pur-
chases of foods and beverages. Recent quarterly advances
recorded for food have in part been a reflection of greater
than seasonal price increases. Through August, higher meat
prices accompanied the 1956-57 decline in the volume of
cattle and hog marketings, and advances have been reported
in various other lines. The food price index dipped in Sep-
tember, however, and its advance from the second quarter
to the third was less than the percentage gain in sales.

Apparel purchases also expanded in the summer quarter,
after a period of virtual stability; in this category volume
was up, prices having shown little change overall since a
year ago. Various other items contributed smaller dollar
amounts to the expansion of nondurable goods sales. In
particular, a marked rise in outlays for tobacco products
accompanied the increase in cigarette prices effective after
midyear.

At an annual rate of $106 billion in the third quarter,
personal consumption expenditures for services were up 1
percent as further advances occurred in housing, household
operation, and a variety of minor components. In most
cases both price and volume increases seem to have contri-
buted to this expansion. Real gains were particularly clear
in the products related to the continuing growth and rising
average quality of the Nation’s housing supply.

Mixed trends in consumer durables

Consumer spending for durable goods held level at an
annual rate of $35 billion, and good business during the
windup of the automobile year brought cumulative unit sales
for 1957 to date even with a year ago. Purchases of nonauto-
motive durables remained close to the $19% billion rate
which has been maintained from quarter to quarter since
early 1956 as the furniture and household appliances category,
which accounts for about three-fourths of these purchases,
showed no change.

As in earlier quarters, automotive buying registered
larger dollar totals than in 1956. Auto prices have averaged
considerably higher this year than last and, with unit sales
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about the same for the 9 months, dollar sales are up propor-
tionately to prices. Trade reports have generally expressed
satisfaction with the progress made in clearing out the
dealers’ stocks of 1957 models preparatory to the introduction
of the 1958 lines.

The unit output of major household durables through
September was lower this year than last. Output of appli-
ances and heaters, in particular, was down substantially.
Declines in production of furniture and floor coverings and
of radio and television sets have been relatively limited,
with increases registered after midyear.

Consumer income

Personal income in the third quarter was at a seasonally
adjusted annual rate of $346)% billion, $3% billion higher than
in the spring. Personal income from current earnings
showed a rather steady growth from quarter to quarter
during the first 9 months of this year, as both payrolls and
other realized earnings moved up. The accompanying
text table gives the quarterly changes, in billions of dollars
at seasonally adjusted annual rates. (Increases in public
debt interest, regular and too small to be shown separately,
are here combined with changes in transfer payments
defined net of personal contributions for social insurance.)

Changes in income components in 1957

4th quarter 18t quarter 2d quarter
1956 to 18t to 2d 0 3d

quarter 1957 quarter quarter
Wages and salaries_ . _____________..___ 2.5 2.7 2.7
Other personal income currently earned. _ . 8 .9 1.1
Total currently earned___________ 3.2 3.6 3.8
Net transfer payments.________________ .0 1.5 —.1
Personal income_________________ 3.2 5.1 3.7

Underlying the smooth rise in current earnings on a
quarterly basis has been some disparity of experience among
the different components, as well as some variation in the
movement of the total from month to month. Of interest
in the third quarter are the slower growth of private-industry
payrolls and a minor upswing in government wages and
salaries. The tapering of the rise in total personal income
on a monthly basis is discussed in the Business Review
section of this issue.

The expansion of private payrolls from the second quarter
to the third was slowed because of slight declines in manu-
facturing and construction. Changes reported for most other
industries were about in line with recent trends. The chief
gains were in trade and services, while transportation payrolls
continued wealk.

The summer slippage in manufacturing came as declines
outnumbered advances among the principal industry groups.
No very clear industry pattern characterized either the
reductions or the advances. The largest increases were in
fabricated metals, furniture, rubber, and paper; the principal
declines occurred in autos (where the model changeover was
a factor) and in aircraft, nonelectrical machinery, and
apparel. In general these changes were small.

The third-quarter spurt apparent in public payrolls
stemmed mainly from an increased rate of hiring by State and
local governments; also involved was the recovery from a dip
last spring in Federal disbursements to postal workers.
Most other types of personal income currently earned moved
up as in other recent quarters. KEarnings of proprietors in
retail trade and the service industries benefited from in-
creased buying by consumers, and farm income reflected
certain improvements in cost-price relationships for the sum-
mer quarter as a whole. Interest and dividend income also
expanded fractionally.
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Tle net total of transfer payments was swelled in the
second quarter by initial social security payments to farmers
and other groups recently made eligible for benefits. (An
increase from the same cause in the first quarter had been
offset by a rise in personal contributions as rates went up.)
Many of these initial checks, moreover, covered claims for
several previous months. In the summer quarter fewer such
retroactive payments were made, but total net transfers
remained at about the second-quarter level as social security
payments for disability retiremer?’ were begun and unem-
ployment benefits rose somewhat.

Investment Pace Maintained

Total investmment was substantially unchanged from the
second quarter to the third, and this stability extended to
every major component distinguished in table 1. The
decline in residential building activity was halted, and other
construction held at the rate reached last spring. Investment
in producers’ durable equipment continued at a $30%
billion rate for the second successive quarter. The other
key elements of total investment, change in business inven-
tories and the net foreign balance, are substantially smaller
than these but characteristically are more volatile. Their
indicated movements from the second quarter to the third
were relatively minor, being on the order of $% billion in each
case.

Investment spending in these various forms summed to a
total of $68% billion, at seasonally adjusted annual rates, or
15% percent of the third-quarter gross national product.
Comparisons for years back to 1950 were as follows:

Percent Percent

____________________ 17.2 1954 . ____________. 13.3

- 174 1955 _________ .- 15,4
___________________ 144 1956 _________ .- 16.2
____________________ 13.3 1957 B qtrs)_coooeeooo_- 15,7

The ratio of investment to total gross national product in
the third quarter, it will be noted, was substantially the
same as that shown above (and in the chart) for the first
three quarters of 1957.

Residential construction demand firms

Reflecting the irregular updrift in seasonally adjusted
housing starts since_ early spring, outlays for new private
nonfarm residential construction firmed toward midyear,
and after allowance for seasonal variation were a little
higher in the summer quarter than in the April-June period.

The accompanying chart shows the relationship of starts
to expenditure for construction of new units since 1952.
Apart from the slight relative uptrend of outlays as average
expenditure per dwelling has increased with the average
size and quality of homes built and with higher building
costs, the two series show a broad conformity of movement.
The expected tendency for fluctuations in starts to lead
those in spending also appears, though not at all uniformly
from quarter to quarter.

The decline since mid-1955, like the upswing which had
preceded it, is seen to have been associated with variations
in federally underwritten starts. Before work is begun on
units ultimately to be financed with Government backing,
the FHA or VA customarily receives an application for a
commitment. In the case of FHA, the prospective lender
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files the application; in the case of VA, the lender, builder
or prospective purchaser files it (in the form of a request for
appraisal).

As the chart suggests, these applications have shown
some tendency to lead the total of starts made under FHA~

Residential Construction
Decline arrested in third quarter
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Table 1.—Gross National Product, National Income, and Personal Income, 1955, 1956, and First Three Quarters 1957

(Billions of dollars)
Unadjusted Seasonally adjusted at annual rates
1955 1956 1957 1955 1956 1957
I II 111 I II I v I 11 III v I II I
GROSS NATIONAL PRODUCT
OR EXPENDITURE
Gross national produet______________________________ 3917 | 414.7 104, 0 107. 8 108.,4 | 379,0 | 387.7 | 397.0 | 402,8 | 405.2 | 410,8 | 416,7 | 426,0 | 429,1 | 4343 439,0
Personal consumption expenditures_.._____._.__§ 254,4 | 267.2 65,8 69.7 69,3 | 247, 4| 252,11} 258,3 | 259,9 ] 262.8! 2650 | 268.6 | 272,3 | 276.7| 2789 283.6
Durable €00AS . a oo oo 35.6 33.9 8.1 8.9 8.4 34.7 35.3 37.2 35.4 34.6 33.3 33.0 3.8 35.9 35.0 35.0
Nondurable goods. 126.0 133.3 316 34.4 34.8 122.4 124. 8 127. 4 129. 2 130. 9 132.7 134.4 135.3 137.3 139.1 142. 5
Services 92.8 99.9 26.1 26. 4 26. 2 90,2 92.0 93.7 95.3 97.2 99.0 101.1 102. 2 103. 4 104.9 106. 1
Gross private d tic invest B 60.6 65.9 16,5 15.4 16,7 53,6 59.7 61,4 65.4 64,4 €5.3 65.5 68,5 62,7 65.0 65,5
New construetion .. ____._______ 32.7 33.3 7.1 8.2 9.1 316 32.7 32.9 33.2 32.9 33.6 33.2 33.4 32.8 32.7 33.0
Residential nonfarm__________..__._.____ 16. 6 15.3 2.9 3.6 4.0 16.3 16.8 18.7 16.4 15.7 15,5 15.1 15.1 14.4 13.7 14.0
her el 16.1 18.0 4.2 4.7 5.2 15.3 15.9 16.2 16.8 17.3 18.1 18.1 18.4 18.5 19.0 19.0
Producers’ durable equipment..... ... ..___ 23.7 28.1 7.5 8.0 7.4 21.3 22. 4 25.2 25.9 26.3 27.2 29.0 29.9 30.7 30.5 30.5
Change in business inventories, total...._. R 4.2 4.6 2.0 —~.8 .1 2.7 4.6 3.3 6.3 5.2 4.6 3.3 5.1 —.8 1.7 2.0
Nonfarm only ... oo ooooooaoi.. 4.0 5.0 2.1 -7 2 2.2 4.2 3.1 6.3 5.4 50 3.9 57 —.3 2.2 2.3
Net foreign investment___________ ... -4 1.4 L0 .9 4 —.4 —.7 .1 -7 —.2 12 2,0 2.4 4.1 3.5 3.2
Government purchases of goods and services....| 77,1 80,2 20,7 21,8 22,0 76.5 76,6 77.2 78.2 78.2 79.3 80,6 82,8 85,6 86,9 86.7
Federal .. iccicmaeeans 46.8 47.2 12.6 12.8 12.7 46.9 46.5 46.7 47.1 46.2 46. 4 47.3 49.0 50.3 511 50.6
National security . oo ocoommacmeaaoo 41.3 42. 4 11. 4 1.6 1.5 418 413 41.3 40.7 411 41.6 4.7 44.2 45.5 46.3 45.8
National defense _......ocoooo.o... 39.1 40.4 10.9 11.1 11.0 39.2 39.0 39.4 38.7 39 1 39.5 40.9 42.0 43.6 44.2 43.8
Other national security......o...__. 2.2 2.0 .5 .5 .5 2.6 2.3 18 2.0 2.0 2.1 1.9 2.2 19 2.1 2.0
Other e 59 5.2 13 1.3 1.3 5.5 5.6 5.8 8.8 5.5 5.2 49 5.1 5.2 5.2 5.2
Less: Government sales._.cooeo_eooo.- . 4 4 .1 .1 .1 4 .4 .4 .4 .4 .4 .4 .4 .4 .4 -4
State and loeal ... e 30.3 33.0 81 9.1 9.4 29.5 30.1 30.5 311 32.0 32.9 33.3 33.9 35.3 35.8 36.1
NATIONAL INCOME
BY DISTRIBUTIVE SHARES
Nationalincome.________ ... ... 324,1 343.6 87,7 89,8 |- 311,4 | 3215 | 328,3 | 3834,9 | 335.8 | 340,6 {* 344.5 ] 353,23 ] 355.1 | 858, 1 j._..___.
Comp tion of 1 223.1 241, 4 62,0 63,3 65,0 214,0 221.3 226,1 230, 8 234.5 240.0 242,7 247,9 2511 254, 0 257,0
Wages and salaries. 210.3 227.2 57.9 59. 2 61.1 20L. 8 208. 8 213.0 217.5 220.9 226.1 228.3 233.3 235.9 238.6 241.3
Private____ 174.4 189.4 48.1 49.4 5.3 166. 9 172.8 176.9 181.1 183.9 188. 4 190. 1 194.7 196.8 199.1 200.9
Military-. 9.8 9.7 2.4 2.4 2.5 9.7 10.0 9.8 9.7 9.7 9.7 9.7 9.7 9.6 9.7 9.8
Governmen 26. 1 28.2 7.4 7.4 7.4 25.3 26,1 26. 4 26. 8 27.3 27.9 28.5 28.9 29.4 29.7 30.6
Supplements to wages and salaries.......... 12.7 14.1 4.1 4.1 3.9 12.2 12.5 13.0 13.2 13.7 13.9 14.4 14.6 15.3 15.4 15.7
Proprietors’ and rentalincome ___________._____ 49.4 49,9 12,6 12,7 12,8 48.7 49,6 49,6 49,6 49.3 49,7 50,0 50,7 50.3 50,7 513
Business and professional.. ... . ........_. 27.3 28.0 7.1 7.2 7.3 26.7 27.3 27.6 27.8 27.7 28.0 28.2 28.3 28.4 28.7 20.1
11.9 11.6 2.9 2.9 3.0 11.7 12.1 11.9 1.7 11.4 1L 5 IL5 12.0 1.5 1.7 1.8
10.2 10.3 2.6 2.6 26 10. 4 10.2 10.1 10.1 10.2 10. 3 10.4 10. 4 10.4 10.4 10.4
Corporate profits and inventory valuation ad-
Justment_ ... 40,7 40.4 10,0 10.6 ... 38,2 39,9 41,6 43.2 40.5 39.1 39,8 42,4 41,2 40,7 |-
Corporate profits before tax___________.___. 42.5 43.0 10.8 10.8 1. .. 39. 4 40.7 43.6 46,1 43.3 42.4 40.8 45.6 43.9 42,0 |-eeaoaoe
Corporate profits tax liability ...___.__. 2L 5 22,0 5.8 5.5 |- 20.0 20.6 22.1 23. 4 22.1 216 20.8 : 23.3 22. 4 214 [
Corporate profits after tax__.____._______ 210 21.0 5.3 5.3 - 19.5 20.1 215 22,7 212 20.7 19.9 22.3 215 2005 (e -
Inventory valuation adjustment_._________. —-1.7| —286 -7 —.3 —-.3} —12 —-.9 —-20| -29 —2.8| —3.2 -1.0| —-32} —-27; —-13 -9
Netinterest . ... ... 10,9 119 3.1 3.2 3.2 10.5 10.7 1.0 11,3 11,5 1,7 12,0 12,3 12,5 12,7 13.0
Addendum: Compensation of general govern-
ment empPloYees . coo oo o 33.9 36.1 9.4 9.5 9.5 32.9 23.8 34.4 34.5 35.0 35.8 36.6 36.9 37.5 38.0 39.0
PERSONAL INCOME
AND ITS DISPOSITION
Personal income_ .. . e 305,9 | 326.9 82,9 85,2 87.3 { 204,8 { 303,31} 309,41 315.2 | 318,5 325,3 | 328,7 | 334,5  337.7 | 3428 346,5
Less: Personal tax and nontax payments......._....} 358 39.7 1.3 11.8 10.6 34.7 35.5 36. 2 36.6 38.9 39.5 39.8 40.5 42,2 42.9 43.6
Federal . i 3.5 35.1 10.0 10.3 9.5 30.6 3.3 319 32.3 34.4 35.0 35.2 35.8 37.4 38.0 38.6
State and local___._.____._ 1.2 4.6 1.3 1.4 1.1 4.1 4.2 4.3 4.3 4.5 4.5 4.6 4.7 4.9 4.9 50
Equals: Disposable personal income____.._____..__. 270,2 | 2872 71,6 73.4 76,7 | 260,11 | 267,8 | 273,2| 278,6 | 279.6 | 2858 | 288, 8| 294.0 | 285.5| 299,9 302,9
Less: Personal consumption expenditures.____._... 254,4 | 267.2 65.8 69,7 69.3 | 247.4 | 252,11 258,83 | 259,91 262.8 | 265.0 | 268.6 | 272,3 | 276,7 | 278.,9 283,6
Equals: Personalsaving_________________.______.__ 5.8 20,0 5.8 3.7 7.4 12,7 15.7 14,9 18,7 16,8 20,8 20,3 21.7 18.9 210 19.3

1 Includes noncorporate inventory valuation adjustment.
Source: U, 8. Department of Commerce, Office of Business Economics.
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VA inspection—although this relationship, like that of starts
to value put in place, is not at all constant over time. The
course of FHA-VA starts (and applications) shown for the
most recent period has reflected sufficient strength in the
FH% Xortion to outweigh a marked downtrend in that of
the .

Business investment high

Outlays for nonresidential construction and producers’
durable equipment were steady in the third quarter. Busi-
ness anticipations for plant and equipment outlays as reported
in late July and early August confirmed previous indications
that the results for 1957 as a whole will show an inerease on
the order of 6 percent from last year.

By comparison with 1956, the industrial distribution of
the rise in investment for this year through September has
featured increases in manufacturing, public utilities, and rail-
roads. Investment in nonrail transportation and in mining
has been maintained at about the 1956 rates, and a decline
has occurred in the commercial and miscellaneous group.
Estimates for construction alone, it may be noted, show a
like industrial pattern and a similar overall advance from
last year on a 9-month basis.
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facturing industries most important in the production of
equipment, since these industries also turn out a wide variety
of other products for United States and foreign markets.
From the second quarter of 1957 to the third, seasonally
adjusted sales by manufacturers of electrical and other ma-
chinery were approximately stable; and transportation equip-
ment other than motor vehicles showed a rather marked
%Xp_ansion which continued through September on a monthly
asis,

Little change in inventories

Business inventories have been very nearly stable on the
whole so far this year. At annual rates and measured in
terms of replacement cost, the entire net expansion through
September has amounted to less than $1 billion. The aggre-
gate stock in which this increment has occurred, it may be
noted, is valued at more than $90 billion.

As might be supposed from its relatively small size, the
net change recorded this year has reflected an approximate
balance of upward and downward fluctuations stemming
from conditions in particular lines of business; any broader
tendency to accumulation or to reduction is hard to find.

There has been a net liquidation of nondurables in trade
since the turn of the year, and the nondurables branch of
manufacturing has moved in the same direction. The move-

Table 2.—Relation of Gross National Product, National Income, and Personal Income, 1955, 1956, and First Three Quarters 1957

[Billions of dollars}
Unadjusted Seasonally adjusted at annual rates
1955 1956 1957 1955 1956 1957
I I IIT I II III v I I III v I I 111
Gross national produet____________________________ 1 3917 414, 7 104, 0 107.8 108, 4 379.0 | 387.7 397.0 402, 8 4052 | 410,8 416, 7 426,0 429, 1 4343 439.0
Less: Capital consumption allowances 31.6 34.3 9.0 9.2 9.3 30.6 31. 4 32.0 32.6 33.3 33.9 34.6 35.3 36. 1 36.6 37.4
Indirect business tax and nontax liabili 32.9 35.0 8.8 9.2 9.4 3L 5 32.8 33.2 310 341 34.7 35.1 36.1 36.4 36.6 37.1
Business transfer payments.. - 13 1.3 .3 .3 .3 1.3 1.3 1.3 1.3 13 1.3 1.3 L3 1.3 1.3 1.3
Statistical discrepancy...__.. 2.1 16| —17 =8 e 4.4 1.4 2.3 .1 15 1.3 2.3 16 L6 3.3 {ceeae
Plus: Subsidies less current surplus of government
enterprises_ ... ... __ .2 1.1 .2 4 .4 1 7 .0 1 8 1.0 1.1 1.6 1.4 1.6 L7
Equals: National income_._____.______________ ____ 324,1 | 343.6 87.7 89,8 |-_..__._. 311, 4 | 321.5 | 328,83 | 334,9| 335.8 | 340,6 | 344.5 | 353.3 | 355, 1| 358,1 { _..___.
YTess: Corporate profits and inventory valuation
adjustment_ .. . ... 40.7 40. 4 10.0 10.6 |.ooaonen 38.2 39.9 41.6 43.2 40.5 30.1 39.8 42.4 41.2 40.7 |-
Contributions for social insurance.___________ 11.0 12.4 4.1 4.1 3.4 10. 6 10.8 11.3 11.4 12.0 12.2 12.5 12.8 14.2 14.3 14.6
Excess of wage accruals over dishursements.__ O 0 0 0 0 .1 .5 —.6 0 0 0 0 0 1} 0 0
Plus: Government transfer payments_..__ - 16,1 17.2 4.8 5.1 4.9 15.7 16.1 16.1 16.2 16.6 17.1 17.4 17.7 18. 4 20.0 20. 8
Net interest paid by governmen 5.2 5.7 1.3 1.8 15 5.2 5.1 5.2 5.3 5.5 5.7 5.8 5.9 6.0 6.0 6.0
Dividends ... ... .- 11.0 11.9 3.0 2.9 2.9 10.2 10. 4 10.8 12.0 1.7 12.0 12,1 1.5 12. 4 2.5 126
Business transfer payments.._._.______._____. 1.3 1.3 .3 .3 .3 1.3 1.3 1.3 1.3 1.3 1.3 13 1.3 1.3 1.3 1.3
Equals: Personalincome.._________________________ 365.9 326.9 82.9 85.2 87,3 294,8 303,3 309.4 315,2 318,5 325.3 328, 7 334.5 337.7 342, 8 346, 5

Source: U. 8. Department of Commerce, Office of Business Economics.

When the third quarter is compared with the second, a
variety of minor and mutually offsetting shifts appear within
the stable total of fixed investment. In the case of railroads,
seasonally adjusted plant and equipment spending reached a
high during the summer which was scheduled to represent
the quarterly peak for the year in this industry. Utility
company outlays were also larger in the summer quarter,
continuing a marked uptrend initiated in mid-1956 and ex-
pected to persist through 1957, These gains after midyear
balanced the declining investment of the commercial group.

Construction activity in these three broad industrial cate-
gories exhibited corresponding movements from the second
quarter to the third.

The quarterly course of expenditures on producers’ dur-
ables does not always accord with sales trends in the manu-

ments in the aggregates seem to have reflected the overall
course of stocks of apparel and tobacco, and of some holdings
of foods, in particular; these are areas where increases in
consumer buying have been noted above. The direction of
inventory change in them has not been uniform from
quarter to quarter or from one level of distribution to the
next, however; and has been sometimes in conformity and
sometimes in contrast with the net balance of changes in
other product lines.

The latest monthly data, covering September, show non-
durables inventories down somewhat in manufacturing and
stable in trade.

In apparent contrast is the record for durables: The first-
quarter dip in trade stocks has been more than made up
since last spring, and the 1956 buildup of manufacturers’
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stocks continued, though on a greatly reduced scale, in 1957.
During the first half, book value mcreases at the manu-
facturing level centered largely in nonauto transportation
equipment, machinery other than electrical, and primary
metals. In the third quarter expansion tapered in all but
the last-mentioned of these lines. September data for
durables manufacturing show a pattern not much different
in net effect from that recorded in August.

In trade, stocks of autos and nonauto durables alike have
expanded moderately since midyear. The policy of the
auto companies to provide high stocks for the changeover
period has been an important influence.

Government Demand

Total purchases by all government agencies remained
near the $87 billion annual rate reached in the spring. At an
average rate of $86% billion for the calendar year through
September, such purchases were up 9 percent from the same
period of 1956. Recent changes are reviewed below in terms
of a four-way breakdown, the relative magnitude of each
part in 1957 to date being as follows:

Percent

Government purchases of goods and services.___ ... __.___ 100
National defense programs_ _ __ . _ . __ .. ___.___________ 50
Other Federal purchases_ _ _ _ . 8
State and local construetion. .~ __ . _____________ 13
Other State and local purchases__________________________ 29

The expansion of defense and total purchases by the
Federal Government was checked this summer, after a
series of quarterly advances averaging over $1 billion at
annual rates during the preceding fiscal year. State and
local government outlays, which have been rising $% billion
or more in each quarter, continued to expand at close to
this annual rate, after approximate allowance for seasonal
variation.

Federal expenditures

Outlays for national defense have risen from rates around
$39 billion a year and a half ago to $44 billion last spring
and summer. A limited contraction is indicated to have
taken place in the third quarter. TFederal purchases other
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than for defense have held stable in recent quarters at a
$7 billion annual rate. This figure includes roundly $2 bil-
lion for foreign economic assistance and the conduct of
foreign affairs and $5 billion for the general administra-
tive functions of government and the farm price-support
programs.

All these sums represent purchases of currently produced
goods and services, which are included in the gross national
product. Old-age benefits and other transfer payments are
excluded. Owing largely to previous statutory changes, the
total of such transfers rose in the second quarter to a $16
billion annual rate—up $1% billion over the first—and main-
tained this rate during the summer, contributing to the rise
in personal income as noted above. Also excluded above are
net interest payments now amounting to $5% billion, sub-
sidies (including operating losses realized by the CCC, Post
Office Department and some of the other business-type
agencies) at $3% billion, and a similar amount in grants-in-
ald to State and local governments. Of these three, only
the last has shown any important change during 1957: 1t
rose a half-billion dollars in annual rate after midyear as
highway and public assistance payments increased.

State and local government purchases

Purchases by State and local governments in the third
quarter reached an annual rate of $36 billion, close to $%
billion higher than in the spring and nearly $3 billion more
than in the same period a year earlier.

The gradual advance in State and local spending for con-
struction was checked temporarily in July, following a strike
in the cement industry, and the seasonally adjusted total
was off fractionally for the summer quarter as a whole. The
basic uptrend in the total of such outlays is expected to
persist, however, as the federally financed road program
moves into high gear and moderate further increases occur
in school and other building activity.

Total compensation of State and local employees, which
has likewise shown a rising trend in recent years, moved up
again in the summer quarter. The advance, which seems to
have been a little sharper than those in most other recent
quarters, reflected gains in seasonally adjusted employment
as well as somewhat higher pay rates. Other spending by
State and local governments was substantially unchanged
from the second quarter to the third.



by Lawrence Bridge and Francis L. Hirt *

Crosscurrents in

Production and Consumption

THUS FAR in 1957 the national economy has produced
a record volume of goods and services. While services
have advanced steadily since 1955, output of goods showed
a minor further rise in 1956 to a 1957 plateau. Nondurables
have continued to set new records, while durable goods and
construction have shown slight declines in volume.

The advance in production of manufactured goods, which
started in mid-1954, also reached a high point in late 1956.
As in most earlier recoveries following declines, the later
peak surpassed the earlier—in this case by about 7 percent;
the increase from the recession low in mid-1954 amounted to
20 percent. Durables and nondurables contributed about
equally to the relative change between mid-1953 and late
1956, although the trough was deeper for the durables.

Total factory production this year has been quite well
maintained, being off only 3 percent from last December’s
high. The change is attributable entirely to durables;
nondurable goods output in September and October was at
a new high. From an overall point of view, final demand for
manufactures has probably not been lowered at all since
last December as the easing in output reflects the reduced
channeling of goods into inventories.

Divergent forces of demand

Within the relatively stable aggregate, many important
industrial products have undergone sizable reduction while
others show continued growth. The differential trends are,
of course, attributable to the varied patterns of demand in
the economy. Some of these demand forces are currently
evidencing changes in intensity and, in some cases, in
direction.

Most industries have been affected by the change to a
more cautious inventory policy and now the leveling of
business capital outlays is having a direct impact. Pro-
ducers’ sales of industrial, commercial, construction and
mining machinery have eased in recent months following
sharp increases since late 1954 (see chart).

The flow of new machinery business has not matched sales
since the beginning of this year, and inroads have been made
into the large backlogs of unfilled orders. The reduction in
backlogs has been more sizable in industrial machinery (and
particularly for machine tools); the growth in office machin-
ery technology and the recent improvement in demand for
agricultural implements have provided some offsets in the
case of nonindustrial machinery firms.

The record shipments by producers of generating and
transmission equipment reflect to an important extent the
current large expansion programs of electric utilities. Out-
standing orders have risen steadily since mid-1955 as new
orders exceeded shipments.

NOTE —MR. BRIDGE 1§ AGQTING CHIEF OF THE BUSINESS STRUCTURE

DIVISION AND MR. HIRT A MEMBER OF THE CURRENT BUSINESS ANAL-
YSIS DIVISION,

446262--57—2

While consumers’ expenditures have been keeping pace
with the rise in income, demand for particular commodities
has been far from uniform. The markets for food, drugs,
motor fuel, and shoes evidence a steady rise, while the output
of clothing and cigarettes has recently improved following
rather stable periods in 1954 and 1955.

Machinery Sales and New Orders

Current movements reflect leveling in
business demand
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Demand for consumer durables has undergone sizable
fluctuations, with production of most major types below the
1955 highs. The comparative weakness in furniture and
some appliances earlier in 1957 has in part resulted {rom the
reduced activity in housing construction. New ecar pur-
chases, which generally lagged year-earlier rates through
this July, have done better recently and thus far in 1957
have approximated the number sold a year ago.

Department of Defense purchases, which in the 3rd quarter
were at record peacetime rates,are being adjusted downward
through the elimination of some items and the lengthening of
scheduled deliveries for other products. While these cutbacks
affect a large number of commodities—ranging from food and
clothing to ordnance and electronics—the major impact is
on the aircraft industry. Aircraft output has fallen 11
pereent since the spring, though it is still higher than in any
nonwar period prior to 1957.

To sum up, significant changes are taking place in the
markets for many important products within a {framework of
high overall activity where movements in industrial output
for several months are attributable almost entirely to
seasonal influences. As in several previous periods since
the end of World War I1, aggregate output has thus far
benefited from the lack of coincidental timing in the peaks
and troughs of the various demands both within the private
economy and between private and Government purchasing.

Order backlogs off

The backlog of manufacturers’ unfilled orders has fallen
steadily from the recent high at the end of 1956. Declines
have occurred in all major durable-goods industries except
electrical machinery, although producers of defense goods
have been most affected.
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Recent employment changes

Nonagricultural employment in October was slightly
higher than a year ago with increases in employment 1n all
major areas except manufacturing, construction and trans-
portation. Manufacturing employment has been curtailed
by almost one-half million, or 3 percent. Within manufac-
turing there is a large and still growing demand for personnel
other than those directly engaged in production and related
activities. With increasing emphasis on managerment, re-
search and development, and distribution, employment in
“indirect” manufacturing activities has risen 100,000 since
a year ago, and about 600,600 over the past 5 years. Pro-
duction workers are currently almost 600,000 and 800,000
lower, respectively, than in these earlier periods.

Among the major manufacturing industries, production
worker emplovment is higher than a year ago only in the
paper, printing, and publishing groups. Miner reductions
are reported in transportation equipment, furniture, petro-
leum, tobacco, and leather, while more appreciable employ-
ment declines occurred in other major industries. In more
recent months, layoffs have been most frequent in aireraft
and household appliance plants.

The year 1957 has also witnessed a record investment by
manufacturers—expenditures which have resulted in a large
addition of highly efficient capacity. The accompanying
slippage in employment and a small reduction in the length
of workweek have resulted in a reduction in capacity utiliza-
tion. While the release of pressure has been welcome in
some areas where operations have been uncomfortably close
to capacity, in others the search for markets has been inten-
sified. Unused capacity also relieves pressures on industrial
prices through lowering of costs by reductions of overtime
paid for at penalty rates, while the greater efficiency of the
new additions to capital stock has provided some offset to
generally rising labor costs.

The Output of Selected Commodities

To evaluate the diverse patterns in output and to bring
out the areas of strength and weakness, it is necessary to
evaluate the current position—both cyeclically and secularly—
of a wide range of commodities. Table 3 presents data for
about 150 products—where information is available—indi-
cating production in the highest postwar year and in 1956,
and the relative changes from these periods to the current
rate of operations.!

Before discussion of the individual products, it may be
worthwhile from the standpoint of perspective to review
briefly the current position of the major economic classes of
manufactured goods. October production by the durable
goods group, after seasonal adjustment, was 7 percent below
last December’s alltime high, while nondurables output was
at a record rate.

1The produets in this table represent perhaps two-thirds of manufacturing activity. While
all major industries are at least partially covered, some areas—particularly military hard
goods and machinery and equipment—are underrepresented due to unavailability of physical
vollume él_ata.t The discussions of developments in these areas therefore frequently rely on
value estimates.

Record buying of nondurable goods is mirrored in the high
current rate of production for the consumers’ market.
September-October output of consumers’ durable goods was
higher than a year earlier but still more than 10 percent
below the 1955 peak.

The accompanying chart shows also that production of
investment goods—as measured by machinery, instruments
and selected construction materials—is currently quite strong.
From the point of view of overall investment or of business
purchases of capital goods, the influence of lower inventory
accumulation by capital goods producers this year as com-
pared to last should not be overlooked.

The reduction from the very high rate reached last spring
in output of transportation equipment other than motor
vehicles is due to adjustments in aircraft programs. Freight-
car shipments have been stable in recent months following a
rise of some 50 percent from 1956; civilian aircraft are being
produced in near record numbers; and shipbuilding activity
has been rising sharply from its low rates of recent years.
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The dispersion of output

Table 3 illustrates the wide dispersion in recent com-
modity output trends. The column denoting the year in
which individual commodities reached their highest postwar
production rate clearly shows the lack of coincidental timing
in cycle peaks.

This is not to say that these peaks were evenly distributed
over the past 12 years. In 1957, output of more than one-
fourth of the commodities was above previous highs—a not
surprising result in view of the high rate of total output.
An additional one-fourth of the commodities had highs in
1956 and another one-eighth in 1955. In each of the major
classes of commodities—consumers’ goods, investment goods,
and intermediate products—more than 50 percent of the
listed items experienced peak production rates in the 1955-57

eriod.

P In terms of output changes, the picture this year, as in
1956, is quite mixed with output gains and losses being fairly
evenly distributed by both number and value of products.
As can be seen in table 1, output of almost one-fifth of the
selected commodities was unchanged from the third quarter
of 1956 to the same quarter of this year; the remainder were
almost equally divided between those being produced in
greater quantities than a year ago and those where output
has been curtailed. The increases and decreases were also
about equal in number between the third quarter of 1955
and the third quarter of last year.

By major classes of commodities, the increases over the
past year were relatively most numerous in nondurable
manufactures awaiting further processing—for chemicals
and leather in particular. Among industrial hard goods,
declines in output were more frequent than increases. This
was also true for items of producers’ durable equipment and
construction materials, while consumer goods were more
evenly distributed between output gains and losses.

The Market for Consumer Goods

The consumer market constitutes the largest segment, with
purchases of goods currently at an annual rate of $177
billion, or close to three-fourths of the total output of goods.
This market has generally shown strong growth in the period
since World War II. The increase over the past 10 years is
almost one-third in real terms.

Aggregate production of consumer goods advanced in all
years from 1947 to 1955, with the exception of 1949, 1951
and 1954. In 1949 and 1954, the decreases reflected minor
recessions in business activity accompanied by the lowering
of inventories. The recessions in both periods were short,
affecting quarters of 2 years. When averaged out on an
annual basis, consumption expenditures for goods in real
terms did not decline in either year. The 1951 interruption
was moderate, occurring during the Korean period when
limitations on the use of metal restricted the output of
important hard-goods lines, particularly automobiles.

In 1956 and 1957, output has been relatively steady at
the high 1955 rate although final demand in real terms has
continued upward. The stability in output is attributable
to rising consumer nondurable-goods production. The aggre-
gate output of consumer durable goods peaked in 1955 and
then declined sharply to a point well below its earlier high.

Passenger car output

After the war, automobile assemblies moved steadily
upward through 1950 when completions reached a record
6.7 million units. In the subsequent 6-year period, output
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was subject to large year-to-year fluctuations, ranging from
4.3 million, the low point in the Korean period, to a peak of
7.9 million units in 1955. Both production and sales in
1956 were substantially below the record performance of
1955.

Automobile output rose in late 1956 and early 1957 with
the introduction of the 1957 models. The rise was quite
sharp and brought output to & point about equal to the 1953
peak—though still well below 1955,

Following a rapid rise in dealers’ inventories, automobile
assemblies were reduced this spring. Factory sales through
October totaled 5 million, around 350,000 cars more than in
the same months of 1956. Retail sales of new automobiles
in the same periods were almost identical. A small deficiency
in sales in the first half of this year was offset by an improved
third quarter volume as dealers intensified their drive to
work off the large stock of 1957 model cars. Production
for the full year 1957 will likely be higher than in all years
except 1950, 1953, and 1955, though the final sales per-
formance as compared with 1956 still hinges on performance
in the final 2 months.

Household durable goods

The market for major household goods during the past 10
years has been greatly expanded by the addition of new prod-
ucts, a factor which has stimulated and helped to sustain
overall output of consumer hard goods at a high rate. In
terms of final retail value, manufacturers’ sales of six major
items introduced in volume for the first time after World
War Il—television sets, air conditioners, freezers, dryers,
dishwashers, food disposers—amounted to $2.8 billion in
1956, or about two-fifths of aggregate consumption expendi-
tures for household equipment, radio and television.

Steady expansion of new products

As might be expected, the relatively newer products

" showed the strongest growth trends in the past decade, but

of the major appliances only air conditioners and dryers
registered continuous year-to-year production gains. Most
of these newer products hit output peaks in 1956 but, on

Table 1.—Output Trends and Peaks: Dispersion of 153 Commeodities

(Percent of commodities)

Producers’ | Industrial materials
durables

Consumer goods

and con-
Total| Total| Dur-| Non- | struction |Total| Dur-| Non-
able |durable{ materials able |durable

Output in 1957 third quarter relative to 1956 third quarter

Higher.___ . 39 34 41 28 37 45 38 43
Unchanged_____.._..__ 18 26 18 31 11 15 8 18
Lower . .. ... ... 44 41 41 41 52 40 54 35

Output in 1956 third quarter relative to 1955 third quarter

Higher 46 58 48 66 36 42 27 46
Unchanged. 8 5 9 3 2 15 9 17
L 46 36 44 31 62 42 64 37
Distribution by year of postwar high
1957 el 27 26 18 31 20 34 8 42
1956 e 23 24 27 22 15 30 38 28
1955 e 13 7 14 3 28 6 15 2
1946-54. ... 37 43 4 44 37 30 38 28

Source: U. 8. Department of Commerce, Office of Business Economics.
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the basis of available data, moderate declines are indicated
this year in comparison with the year 1956.

The demand for room air conditioners, after a slow start,
picked up spectacularly after 1952. From 380,000 units
in that year, sales climbed to 1.8 million in 1956, almost a
fivefold increase. The expansion in clothes dryers was also
very impressive, from 58,000 in 1947 to nearly 1.7 miilion
units in 1956, almost 20 percent more than in 1955. Sales
of the newly developed combination washer-dryer are growing
rapidly with output so far in 1957 nearly double the year-ago
volume.

Television receivers and freezers represent two of the post-
war products of continuing high sales which appear to have
shown little or no growth in recent years. To a large extent
the experience of the former product is explainable by the
rapidity-with which a high degree of market saturation was
obtained. Freezer sales have been maintained around the 1
million mark for the past 6 years. Television set production
ranged between 7.2 million and 7.8 million units per year for
the past 4 years. Output last year totaled 7.4 million and,
judging by the first 9 months, will fall well below 7 million
this year,

Production of picture tubes for television receivers, how-
ever, has shown an almost uninterrupted rise reflecting an
increasing replacement market which now accounts for
nearly one-fourth of total output as against 6 percent in 1949.
Public acceptance of portable television sets has resulted in
a large increase in output of 17-inch and smaller tubes; this
has been offset by the reduced sales of the larger size tubes.

Among the well-established lines—refrigerators, washing
machines, vacuum cleaners, electric ranges, water heaters,
and radios—production trends have been mixed. In general,
output of these products reached an early postwar peak in
1948, declined in 1949, and then rose sharply to a new peak
in 1950 under the stimulus of war-scare buying. Production
in the following 6 years, while still relatively high, remained
well below the record volume of 1950,

A notable exception, however, is washing machines which
after a lull during the Korean period advanced steadily to
successive highs in 1955 and 1956, with output in the
latter year up 7 percent from 1955. In the first 9 months
of 1957, however, the production of nearly 2.9 million
washers, excluding combination washer-dryers, was 16
percent below the same months of 1956.

Production trends of major durable goods in 1957 as com-
pared with 1956 have thus been mixed, with considerably
more items registering decreases than increases. Radios,
electronic-phonographs, and combination washer-dryers
were outstanding in the latter category, while output of
electric ranges, refrigerators, and waste disposers has de-
clined 15 percent or more.

Steady growth in nondurables

Consumer nondurable goods ouput—which account for
three-fourths of all types of consumer goods—have in-
creased much less rapidly, although more continuously,
than output of other manufactures.

Demand for food, shoes, motor fuel and, until recent
years, cigarettes has been fairly consistently upward over
the past 10 years. A postwar feature of food production
has been the fast growth of some new types of food lines such
as frozen foods and instant coffee. While alternate items,
these new lines require considerably more processing than the
foods they replace. Total frozen food output—fruit juices,
vegetables, meat, and others—expanded from 1 billion
pounds in 1947 to approximately 5 billion pounds in 1956.
A further and more recent development in the frozen food
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line is the preparation of complete luncheons and dinners
in one package for mass serving by schools, factories, and
airlines.

Manufacturing Production Has
Been Steady Since Last Spring
» Nondurables strong
» Durables off from recent highs

INDEX, 1947-49=100
180

DURABLES

160 -

40 |
ALL MANUFACTURES

100 -

120

NONDURABLES -

20 Jllll‘ll||I]l|||||l|ll|‘|||I||l||||l|lLLllJlLIIlIllll|||||]_lu_||_||u_|ll ITTASIITRAT]

180

160 - CONSUMER DURABLES -
140

120

100

CONSUMER NONDURABLES

80 [0 |nnL:unluanJvuulnnnlumlJunl||mlnnL|n|qu||_|Ju1|||n|ll

360

340

y TRANSPORTATION EQUIPMENT
OTHER THAN AUTOS
~

300 -

280

-
~-.
~-

260 — _J

MACHINERY AND
INSTRUMENTS -

180 —

." ,
140 F 'J«,\J\If \,\ ,_-,v‘ —~
J‘ -y
VA alS ]
o | N v I~ ~
I“\l vV CONSTRUCTION
MATERIALS
100 [~ -
80 t!nn\\nnln._uh||||l»|7|Jnlx||n||nnlluln'nmlnlu‘nu)ln|||l|nul
1952 1953 1954 1955 1956 1957 1958

SEASONALLY ADJUSTED
Basic Data: FR8

57 -29-5

U. S. Department of Commerce, Office of Business Economics




November 1957

Although available for many years, margarine in a more
acceptable form has been showing all the growth character-
istics of a new product. The growth in the more staple
items such as meats and cereals has been slow but steady.

Supplies of motor fuel over the entire postwar period
have expanded in about the same proportion as the increase
in the number of cars on the highways, or approximately
double. In more recent years, there has also been an increase
in motor fuel use per car.

In the case of cigarettes, the long-term growth trend was
broken in 1953 and 1954, but there was a production ad-
vance in 1955 and 1956. A further rise to a new high is
indicated on the basis of 9 months’ data. A feature here
has been the development of filter and king-size cigarettes,
and the introduction of many new brands with a resultant
geclige in the share of the market going to the top 3 or 4

rands,

Apparel production at high rate

Over the years, clothing production has been the most
volatile of the soft-goods lines. Nevertheless, the general
trend has been upward with 1955 output representing the peak
year. Production in 1956 was almost as large and indications
are that the flow in 1957 will show little change.

Changing styles coupled with the tendency in recent years
toward casual, and perhaps less costly, dress resulted in
sharply diverse movements among the major apparel lines,
For example, output of dresses and coats for women moved
generally upward during the entire period since 1947 while
women’s suits have been declining m volume for the past
5 years. Last year, cuttings of women’s suits were 8 per-
cent below 1947 and more than one-fourth under the top
volume of 1951. In men’s wear, cuttings of suits and over-
coats are well below 1947, while separate trousers for dress
and sports wear have nearly doubled.

The Market for Producers’ Goods

The demand by business for new machinery and equip-
ment has been high since the end of World War IT as business
met the requirements of expanded markets, advanced its
technology, and countered rising costs. As a proportion of
gross national product in real terms (constant dollars),
producers’ equipment expenditures in this period ranged
from 5.6 to 7.2 percent. In an earlier high position—1929—
it was 5.7 percent. There have been, however, several
major surges of investment, with each surge finding different
industries setting the pace with changing emphasis on differ-
ent types of equipment.

In the case of the railroads, for example, there have been
wide swings in investment both in aggregate and in the
distribution of investment between the two major equipment
items: freight cars and diesel-electric locomotives. The
output of freight cars was quite high through the first half
of 1949, fell sharply during the following 12 months, and
then rose sizably throughout the period of Korean hos-
tilities. As trafhic deteriorated and net income dropped in
1954, deliveries fell back below the 1950 level and con-
tinued low through 1955.

With traffic and income improving and with the stimula-
tion of the defense tax amortization program, the output of
freight cars rose rapidly in 1956 and again this year. Current
shipments are close to 9,000 units & month, higher than in
any previous year except 1948 when the monthly average
was almost 9,600 cars. New orders in the first 8 months
of 1957 were well above the corresponding period of 1956,

SURVEY OF CURRENT BUSINESS 13

although September’s bookings fell below the preceding
September. Incoming orders, however, have not matched
the high volume of shipments, and unfilled orders have
declined steadily since the beginning of 1956 to their present
figure of about 73,000 cars.

Unlike freight cars, the postwar demand for diesel-
electric locomotives was only to & minor extent dependent
on cyclical factors. Here, the railroads embarked on a
program to replace their steam locomotives where feasible
by the relatively new and more efficient diesel-electrics.
Installations rose rapidly and continuously between 1946
and 1951, when a record of about 3,500 power units was
reached. Installations, while declining, continued relatively
high in 1952 and 1953.

By 1953, the railroads had completed most of their
dieselization program and the steam locomotive accounted
for only one-third of the number of locomotives in service.
Installations of diesels since 1953 have therefore dropped
back. Output in 1956 and thus far in 1957 has been running
at a rate of about 1,400 units, well above 1954 and 1955.
These locomotives now account for seven-eighths of all
tractive effort used by the railroads.

Other transportation equipment

Trucks and civilian aircraft have followed completely dif-
ferent production trends since the end of World War 11—
although both trucking and air transportation have been
showing rapid growth. Truck production rose rapidly in the
early postwar period and reached a peak of 1.4 million units
in 1951. Since then, output of trucks has fluctuated within
arange of 1.0 to 1.2 million.

The output of civilian planes has fluctuated widely. Pro-
duction was very high in 1946 and 1947. In the former year,
over 25 million pounds of airframe weight and 6)% million
horsepower of aircraft engines were produced. Most of this
output was licht personal and business planes, however;
and with a limited demand for this type of aireraft produc-
tion fell rapidly after the wartime backlog to a low of 5
million pounds of airframe in 1951.

The steadier growth in requirements for civilian transport
planes has since asserted itself and output of civilian air-
craft has moved upward since 1951. Both 1956 and 1957
have shown successive sizable gains; this year’s output of
aircraft engines is at an alltime high, while assemblies of
aircraft in terms of airframe weight will come close to the
high 1946 volume. The industry is undergoing a change in
emphasis from conventional piston-type planes to jet and
turbojet transport planes. Domestic airlines alone have
placed orders of more than $2 billion for these newer types
of aircraft.

The industrial machinery market

Activity among producers of industrial machinery has been
generally high throughout the postwar period, reflecting the
Iarge pervasive investinent programs which, in the aggregate,
have increased manufacturing capacity by perbaps two-
thirds since 1947. The trend in investment had not been
even among the various manufacturing industries, however—
and this had rvesulted in different rates of growth among
the special industry machinery groups in the 1947-55 period.

With the 30 percent increase in manufacturers’ investment
in new facilities in 1956, output of virtually all producers
of industrial machinery and equipment rose to near-capacity
rates. Capital outlays by manufacturers in 1957 are sched-
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uled at 8 percent above the record 1956 rate. Within 1957,
however, expenditures have leveled out—and the output of
machinery companies is evidencing mixed trends. Second
quarter shipments of metalworking producers were some 6
percent above the corresponding period of 1956, with the
increase confined to metal-cutting tools. In August and
September machine tool builders’ sales were somewhat
below a year earlier, new orders were off sharply, and out-
standing orders had been reduced to 3.7 months of sales, as
compared to 7.7 months a year ago.

Demand for farm equipment

The course of farmers’ expenditures for capital goods
since 1951 has diverged considerably from that of non-
agricultural fixed investment. Outlays for agricultural
equipment reached a high point in 1951, the year of peak
farm income, and then fell steadily.

Farm prices reached their recent low in early 1956,
steadied in the later months of that year, and are currently
somewhat above a year ago. Equipment expenditures have
shown a similar performance: Current outlays are moderately
above the 1956 low point. Shipments of wheel-type tractors
{excluding contractor’s off-highway wheel-type) totaled
223,000 in 1956, a decline of almost three-fifths from the 1951
high. The current rate, which is only slightly above that of
1956, is about equal to the prewar highs of 1937 and 1940.

The trend in output of track-laying tractors has been quite
different, reflecting the long sustained high rate of construc-
tion activity. Shipments since 1948 have ranged from
40,000 to almost 55,000 units (in 1956)—as compared to a
prewar high of 30,000 in 1937. In the first 6 months of this
year, shipments were about one-fifth below the same period
of 1956. The decline in sales of other construction machinery
has been more moderate.

Defense procurement

Lowered rates of procurement are scheduled during the
current fiscal year for military goods by the Department of
Defense. The defense program will continue, however, to
provide a relatively well-sustained high demand for manu-
factured goods. The largest cutback under present sched-
ules is in aircraft and related products, and backlogs of orders
for United States military account have been declining. In
mid-1957, such outstanding unfilled orders of the aircraft
industry totaled $10% billion, about $1 billion lower than a
year earlier and $6}% billion below the Korean high. When
civilian and foreign orders on hand are taken into account,
however, backlogs have declined only moderately over the
past year, and are $2% billion below 1953.

Over the past year, expenditures for ammunition, support
vehicles and some subsistence items have fallen, while in-
creases have occurred in othe categories.

The Market for Industrial Materials

Aggregate output of industrial materials declined slightly
in the first half of 1957 from the record October-December
1956 rate, and partially recovered this summer. The reduc-
tion was rather widespread and included such key products as
steel, lumber, and crude petroleum.

On the consumption side, overall use of materials has been
better maintained as users in many cases have been drawing
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down purchased materials inventories which had been
generally accumulated in 1955 and 1956. This was particu-
larly true in the case of metals.

The magnitude of the increase in capacity represented by
the postwar capital boom may be appreciated {from the data
on the enlarged facilities for a selected group of materials
shown in table 2. In some cases such as aluminum, syn-
thetic rubber, and ammonia, capacity in the past 10 years
doubled, while in others such as steel, cement, paper and
paperboard, the expansion exceeded 50 percent.

Steel output eases in 1957

Over the last 10 years, the steel industry has maintained
operations at a high rate, averaging roughly 90 percent of
capacity. This compares with an average of 76 percent in
the relatively prosperous years of the twenties. 1In the 5-year
period 1953 to 1957 (the current year being partly esti-
mated), nearly 550 million tons of steel have been produced—
an average of 110 million tons per year, as compared to an
average of 92 million tons in the previous 5 years, and about
65 million tons in 1929 and 1940.

Within this period there have been significant shifts in
importance among the various types of steel. According to
American Iron and Steel Institute figures, for example, rela-
tive demand for sheets and strip and for pipe and tube
(influenced importantly by the automobile and pipeline
industries) has increased and together accounted for almost
one-half of total finished steel shipments in 1956, as against
less than two-fifths 10 years earlier. The proportions of rails
and wire products, on the other hand, have declined sizably.

A significant reduction in steel output occurred in the
second quarter of 1957 following a long period of close to
capacity operations. 'This vear began with mill operations
at 97 to 98 percent of the rated capacity of 133} million tons.
The rate fell steadily to 79 perecent in July, recovered some-
what in August and September, and then declined again to

Table 2.—Capacity of Selected Basic Materials, 1947-58

Indicated capacity as of Jan. i—
Product Unit of measure
1947 1950 1953 1957 1958
Steel ingots and steel for | Thous. sh. tons.._| 91,241 | 99,393 1102, 678 |133, 459 | 141, 000
castings.
Pigiron_ ... Thous. sh. tons.._.{ 65,709 [171,560 | 79,380 | 86,818 1. a.
Aluminum_______._________. Thous. sh. tons...__ 750 720 | 1,250 } 1,700 1,850
Copper refinery, electro- | Thous.sh.tons.___| 1,585 | 1,557 { 1,647 | 1,726 n. a.
lytic.
Magnesium___________._____ Thous. sh. fons____ 116 122 127 136 133
Cement.___________________ Thous. bbls.______ 241, 622 |258, 948 1284, 000 (349, 442 | 381,136
Synthetic rubber___________ Thous. lg. tons.. .. 840 750 | 1,050 | 1,460 1,650
Petroleum vefining__..______ Thous. bbls. daily | 5,560 | 6,606 | 7,639 | 9,124 9, 380
average,
Paper and paperboard._____ Thous. sh. tons__..| 22,025 | 25,048 | 27,854 { 32,579 | 35,428
Woodpulp. oo Thous. sh. tons.._.{212,789 1216, 167 | 19,497 | 25,156 | 27,936
Sulfuric aeid......__ _.| Thous. sh. tons.___|310, 575 |13, 400 n. a. | 19, 500 n. a.
Chlorine gas____._._ --1 Thous. sh. tons_.__} 31,447 | 4 2,190 n. a. , 000 n.a
Ammonia N3 basis. . _| Thous. sh, tons-_._| 31,117 | 41,700 n.a. | 4500 n. a.
Methanol, synthetic.. ... Mil.gal _.________ 382 4174 226 257 n. a
High purity oxygen.________ Mil. cu. ft_..______[313,793 |423,870 n. a. | 45,031 n.a
Rayon and acetate 5________ Mil. lbs_ ... 891 1,196 | 1,519 | 1,529 1, 651
Noncellulosie fibers §__..____ Mil.lbs_..__._._._. 0. a. . a. 319 615 817

a. Not available.

Average annual capacity as of Jan. 1 and July 1.

. For year.

. Represents production.

. As of Jan. 1, 1951.

. As of November of previous year shown, except 1958 which is March.

Sources: Steel and pig iron, American Iron and Steel Institute; aluminum and magnesium,
rubber, paper, and chemical products, U. S. Department of Commerce, Business and Defense
Services Administration; copper, American Bureau of Metal Statistics; cement and petro-
leum, U. 8. Department of the Interior, Bureau of Mines; woodpulp, U. S. Pulp Producers’
Association, Inc.; fibers, Textile Organon.

o
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77 percent by mid-November. Output in October 1957,
at 9.2 million short tons, was down 17 percent from the
record volume a year earlier,

This year’s shipments of steel products to the metal con-
suming industries show a similar reduction. The magnitude
of the decline when considered in relation to the high rate
of activity in the metal-fabricating industries, which consume
roughly four-fifths of the total available domestic supply,
suggests that consumers have been liquidating substantial
amounts of steel inventories.

Nonferrous metals undergoing readjustment

Aggregate supplies of nonferrous metals so far in 1957
have continued large as domestic production as well as im-
ports, which account for an important proportion of domestic
supplies, have been maintained close to the 1956 volume.
As in the case of steel, the maintenance of overall consump-
tion of nonferrous metals in the face of an appreciable decline
in shipments to consumers in 1957 resulted in significant
reductions in fabricators’ inventories.

Despite sizable sales to Government under contract agree-
ments, refiners’ stocks of nonferrous metals, which had been
increasing in the last half of 1956, expanded further in
1957. F¥or copper, such stocks increased from 36,000
tons at the end of June 1956 to 119,000 tons in August
of this year. An even higher relative buildup occurred in
aluminum, while zine stocks in producers’ hands more than
doubled over this period.

In response to this demand and inventory situation, as
well as a weakening in world prices, producers of copper,
lead and zinc began to cut operations noticeably in June.
Refined copper output in the third quarter was one-sixth
below the average of the first half of 1957.

In the case of aluminum, production in most months has
been running below the record volume of last year. Due to
the strike loss in August 1956, however, aluminum output
for the first 9 months of this year is as high as a year ago.
Supplies have been expanded by an increase in imports,
chiefly from Canada under long-term commitments,

Developments in nonferrous metals in the postwar years
include a rapid expansion in production and consumption of
aluminum and comparatively minor changes in copper, lead,
and zine. Output of aluminum rose nearly threefold, from
less than 600,000 tons in 1947 to about 1.7 million tons in
1956 with most of the rise occurring since 1952. During the
same period, producers of refined copper and slab
zine from domestic and foreign ores increased output by about
one-fourth and lead showed little change.

Construction materials down

The lower rate of residential building this year has been
reflected in a reduced volume of output of construction ma-
terials. Production of these products began to fall from
generally record rates in the latter part of 1956, leveled
off in the early months of this year and then showed some
improvement since last spring, The declines were wide-
spread and particularly large in hardwood flooring and
doors, asphalt roofing, insulating boards, warm air furnaces,
water closets, and bathtubs. Lumber and cement mills
also turned out a smaller volume this year, but much of
the reduction in cement output was traceable to this summer’s
work stoppage.

Exceptions to the general downward trend occurred in
softwood plywood, paint, concrete reinforcing bars, and

SURVEY OF CURRENT BUSINESS 15

fabricated structural steel—where production gains ranged
from 3 percent for plywood to 17 percent for fabricated
structural steel. In the case of structural steel—used
primarily in heavy construction such as bridges, factory,
office and warehouse buildings—shipments have been main-
tained at record rates but new demand has fallen in recent
months, Ordering in the May-September period has aver-
aged less than three-fourths of the high January—April rate,
and backlogs, while still large, have been reduced by 12
percent since the end of 1956.

Chemicals and paper strong, textiles down

The chemical industry is now operating at a higher rate
than ever before, while producers of paper and board boosted
output to near-record rates in August and September,
following a moderate dip in the first half of the year. These
two industries have shown exceptionally strong growth
trends in the postwar period, registering the largest relative
increases among the major materials-producing industry
groups.

The higher rate of activity in chemical production this
year as compared with 1956 stems largely from continued
increases in both inorganic and organic industrial chemicals,
the latter including many of the plastics materials which
have shown exceptional growth in the past decade. In
paperboard, which has wide industrial uses for packaging,
both production and new orders in August and September
were higher this year than in 1956 and this favorable trend
has continued in October.

Despite the well maintained demand for apparel, the
textile industry has continued to operate under conditions
of lowered demand. Output, except for only minor inter-
mediate recoveries, has shown a downward trend since early
1956. Seasonally adjusted activity in the July-Oectober
1957 period, the lowest since midsummer 1954, was down
10 percent from the recent high in the first quarter of 1956,
though most of the reduction occurred before the end of that
vear. All segments of the industry, from mill consumption
of raw cotton and wool to finished fabrics, shared in the
decline.

A notable exception is the newer noncellulosic fibers—
nylon, orlon, and others—where output has been moving up
steadily. Production so far this year is about one-third
higher than a year ago. These relatively new products now
account for over one-third of the total output of manmade
fibers; as recently as 1954, the proportion was less than
one-fourth.

Production of textile-mill products from 1947 to 1956 has
shown the smallest relative increase among the major
manufacturing groups. In only one year, 1951, when output
was stimulated by defense orders, did the production index
exceed 110 percent of the 1947-49 base period and then
only by one index point. The average index for the entire
10-year span was 103.

Summary note

Differential movements in sales and production of indi-
vidual commodities are a usual condition in a dynamic
economy, and it is not these differences that determine the
general trend. The answer to future movements, if such
can be derived, must be sought from sources other than
study of variations within an aggregate that must be more
stable in movement than the detailed parts which make up
this total,
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Table 3.—Production of 153 Selected Commodities

November 1957

Percent II:'ercenr.d
. change 3d N change 3
Production ! quarter 1957 Produetion ! quarter 1957
from— from—
. Quarterly totals 3d Quarterly totals 3d
Product qgar_ ad Product qltmr_ ad
Unit of measure | Post-|  3d 3d ad € lquar- . Post-| 3d 3d 3d e lquar-
war |quarter |quarterjquartec I";?St' ter Unit of measure | "o, | quarter [quarter|quarter I:‘?gff ter
bigh | of year | 1956 | 1957 Nivh | 1956 high | of year | 1056 | 1057 | yi% 11956
yvear | shown year vear | shown year
CONSUMER DURABLE GOODS PRODUCER’S DURABLE EQUIPMENT AND CONSTRUCTION MATERIALS—Con.
Passenger cars. ... ...___.. 1955 1,748 1,062 1,292 | —26 22 Gypsum, lath ... ______ Mil. sq. foo_ . 1955 724 796 577 | —20 —28
Tires. ... 1955 | 26,869 | 22,591 | 26,211 | —2 16 Gypsum wallboard. Mil. sq. ft..__ . 1955 | 1,157 | 1,227} 1n,071{ —7! —13
Batteries, auntomotive re- 1957 | 8.017 | 7,460 L, 017 (... 8 Hardboard ________________ Thous. sh. tons.| 1957 161 139 161 .. . 16
placement, Construction paper and | Thous. sh. tons_| 1955 831 765 748 | =10 -2
Television sets 1955 1,932 1,844 1, 868 -3 1 board.
Radios.____.__ 1947 | 4,232 1 2,877 | 3,190 | —25 11 Fabricated structural steel.{ Thous. sh. tons_} 1957 931 619 931 |- .. _. ®
Phonographs, ele 1957 1, 563 1,273 1,508 | __ 18 Concrete reinforcing bars, | Thous. tons..___. 1956 423 423 418 —1 -1
Television picture tubes 1956 | 2,835 | 2,835 | 2,493 | —12 —-12 ete.
Transistors .. ________ 1957 | 7,643 | 3,335 7,643 |._._ __ 129 Steel piling___.____________ Thous. sh. tons. 1957 154 78 @
Receiving tubes____.__ 1956 120 120 121 1 1 Rigid steel conduit_________ Mil. lin. ft______{ 1956 127 127 8
Refrigerators, electric_ 1950 1, 654 1,013 864 | —48 —15 Paints, varnish, and lae- | Thous. gal__.___ 1957 | 85,634 | 82,610 4
Freezers, farm and home. .. 1952 374 292 290 | —23 -1 quer (trade sales).
Washers, electric and gas__. 1956 § 1,187 | 1,157 | 1,048 | —9 -9 Rails and accessories______. Thous. sh. tons.| 1947 n.a. 363 @
Dryers, clothes, electric 1956 437 437 352 | —20 1 —20 Pipe and tubing__ Thous. sh. tons_| 1957 | 2,632 | 1,688 3)
and gas. Kitchen sinks_ 1950 684 592 —16
Washer-dryer combina- 1957 42 28 42 1 ... 50 Bathtubs. __ 1955 638 573 -13
tions. Lavatories_ . 1955 { 1,031 1,047 —-13
Vacuum cleaners____._ 1947 889 857 762 | —14 | ~11 Water closet bowls. 1956 | 1,290 | 1,290 -16
Ranges, electric___ 1950 430 350 277 | —42 1 21 Water heaters, gas_ ... 1956 702 702 —15
Stoves, heating.__.... 1947 | 1,507 893 686 | —55 | —23 Water heaters, electric. 1947 | n. a. 225 —13
Ranges, cooking, gas_. 1950 811 504 415 | —49 —-18 Warm air furnaces 1955 406 403 —29
{;‘)is}(liwashersa _________ %ggg lgg 132 lgg 13 lg Oil burners 1947 316 209 —19
ood waste disposers..-
Glass bamblers o Thous. doz_.__.| 1946 | 21,350 | 14,060 | 13,574 | —36 | —4 USTRIAL MATERIALS DURABLES
VOV —_ 3
Woven carpets....... -~ Thous. sq yds-.| 1948 | 20,501 | 6,138 [ 11,762 | —43 | () Steel ingots and stecl for | Thous. sh. tons.| 1955 | 28,577 | 20,167 | 27,137 | ~5 | @
T castings.
CONSUMER NONDURABLE GOODS g‘opper,geﬁnery (pé‘imary)_ %?ous. sg tons.| 1956 327 327 l;.lg —31; (3—)—3
: B _ _ "ire and wire products. ... hous. sh. tons_{ 1951 | 1,102 682 181 —
S e topooats. o0l Tonl| il vaS i o Vuleanized fiber, consump- | Thous. Ibs..—. 1951 | 15,545 | 13,173 { 11,165 | —28 | —15
Trousers (separate). ... 1955 | 14,424 | 13,824 | 15,012 4 9 lon. _ _
Shirts, dress and sport. - 1953 | 4,880 | 5,037 | 4,200 | 12| —15  Ingot brassand bronze.| Toms... .- 1956 | 62,100 | 62,100 | 56,100 | —10} —10
Shirts, work . . . ... 1950 | 1.405] 1013 013 | —35 | —10 astings, gray iron__. rI‘hous. sh. tons_| 1951 | 3,557 | 3,018 | 3,080 | —13 2
Presses. 1055 | 61,274 | 54679 | 58,004 | —5 6 Castings, malleable iro: Thous. sh. tons.| 1955 257 204 196 | —24 —4
Coats, women’ s, misses’, 1i)56 7873 7873 7 592 _5 _5 Aluminum, primary._ . _ . sh. tons.| 1956 376 376 415 ) & [©)
Juniors. ’ ’ ’ ’ ’ Lead, mine . _______ [ ) . sh. tons_| 1950 102 86 78 | —24 -9
Suits, women’s.........__... Thous........... 1950 | 4,242 | 3,070 2,605 | —30 | —15 Zine, gsleac}éhg‘;trf;}) (primary | Thous. sh. tons.; 1856 | 263 | 263 | 247 ) —6) —6
gg;gfy héﬁufgiezlld Sh“tq %ﬂggg g?)zz"i)}; %ggg 4% gg(l) 32' ggg 3:;’ g?; _g g Tin, consumption, primary.} Lg. tons_________ 1950 n.a. | 12,675 | 13,565 {n. a. 7
Shoes and slippers. . .. Mil. pr . - " 15 " 143 150 (... 5 Glass containers..._.._..... Thous. gross....| 1957 | 38,856 | 35,273 | 38,856 {._.__. 10
Meats, including lard._ Mil. 5, 568 5, 568 5, 537 -1 -1 INDUSTRIAIL, MATERIALS, NONDURABLES
Butter_._. ... ... Mil 329 331 329 0 -1
Oleomargarine . Mil. 348 303 348 15 Cans, metal.__..__________. Thous. sh. tons.| 1956 | 1,576 | 1,576 | 1,495 | —5 ~5
Cheese.._.._ Mil. 361 353 361 G __ 2 Closures.. JOMEL | 1956 | 4,341 4,341 | 4,425 2 2
Iee cream. _ Mil. 196 196 197 1 1 Crowns. __ -] Thous. gross____] 1957 | 90,639 | 68,301 | 90,639 |______ 33
Evaporated milk ~| Mil. 1,003 689 634 | —37 —8 Woodpulp. . _{ Thous. sh. tons_] 1956 | 5,360 | 5,360 , 229 -2 —2
Condensed milk, sweet- | Thous. lbs 57 659 | 20,793 | 10,975 | —81 —47 Paper__.__ _| Thous. sh. tons_| 1956 | 3, 393 3, 393 3,210 -5 -5
ened. ) Paperboard_ -1 Thous. sh. tons.| 1957 | 3,428 | 3,400 | 3,428 |_____. 1
Flour, wheat .. . ... Thous. sacks..._| 1847 | 76,409 | 58,275 | 59,769 | —22 3 Shipping containers.. Mil. sq. ft., sur- | 1957 | 24,985 | 24,245 | 24,985 | ..__. 3
Malt heverages. ...._......| Thous. bbis_____ 1053 | 28,093 | 27,719 1 27,168 | —3 -2 face area.
Distilled spirits, apparent Mil. wine gal_.__| 1946 57 48 49 | —15 1 Fuel oil, residual.____ Mil. bbls___ 1851 116 160 101 | —13 1
consumption. Rubber, synthetic.._______| Thous. lg. tons__| 1957 269 265 269 . ____. 2
Distilled spirits. ... ... _. Thous. tax gal | 1950 | 76,112 | 36,573 | 33,543 | —56 —8 Rubber consumption, na- ; Thous. lg. tons_.| 1957 354 328 354 | ... 8
Cigarettes (withdrawals)_..| Bil. 116 111 116 | ______ 5 tural and synthetic.
Cigars (withdrawals) . ..__. 1,421 1 1,421 | 1,453 2 2 Ammonia, synthetic an- | Thous. sh. tons_| 1957 898 753 19
Manufactured tobaceo. 65,038 | 45,172 | 45,297 | —30 [¢3) hydrous.
Motor fuel, all types. . 368 368 368 (... 0 Chilorine gas....__...._____ Thous. sh. tons.} 1957 985 864 14
Fuel oil, distillate. . S - 163 164 163 ... —1 Nitrie acid_. Thous. sh. tons.| 1957 658 581 13
Lubricants...__. Thous. bbls_____ 1956 | 14,764 | 14,764 | 13,607 § —8 —8 Phosphoric acid..___ Thous. sh. tons. 1957 1,016 799 27
Kerosene Thous. bbls.___. 1951 |-30,541 | 27,500 | 23,139 { —24 | —16 Sodium carbonate (soda | Thous. sh. tons.| 1951 | 1,289 { 1,218 —7
Newsprint consumption. . .| Thous. sh. tons | 1956 1,226 1,226 1,193 -3 -3 ash).
New hooks No. of editions 1957 | 2,258 | 2,116 { 2,258 | .. __ 7 Sodium hydroxide_._ Thous. sh. tons_| 1257 | 1,074 957 12
New editions. .. .......... Number........ 1956 674 67 562 =17 | —17 Sulphuric acid. _. _| Thous. sh. tons_| 1956 | 3,745 | 3,745 4
Acetic anhydride | Mil Ibs..___.___) 1951 255 220 —4
PRODUCER’S DURABLE EQUIPMENT AND CONSTRUCTION MATERIALS Alcohol, ethyl. _ . -| Mil. proofgal.__| 1956 124 124 1m0 | -1 | -1
Ethylene glyeol. . o Millbs. ... | 1957 314 242 214 ... 30
Aircraft, civilian, airframe | Thous.lbs.__.__[ 1946 | 7,636 | 4,132 | 5,655 | —26 36 Formaldehyde. . ___ -] Mik 1bs_. .. _| 1956 307 307 297 -3 ~3
weight. Methanci, synthetic. .} Thous.gal.___ ] 1956 | 68 160 ! 58,160 | 48,800 | —16 | —1
Aireraft engines_._.________ Thous. h.p..__.| 1957 | 1,499 | 1,358} 1,499 | . 10 Superphosphate. - -1 Thous. sh. tons_| 1957 522 452 572 . 15
Trucks and huses. 1951 244 239 242 | —30 1 Sulfur (native)_._ -] Thous. Ig. tons. .| 1956 | 1,743 { 1,743 | 1,374 1 —21 ) -2
Freight cars_._._._._.______ 1943 | 29,063 | 14,353 | 25,259 | —13 76 Alkyd vesins__.____ Mil. Ibs._ ... .. 1957 253 248 253 |- 4
Passenger railvoad cars_._ . 1949 233 135 257 10 90 Phenolic and other tar acid | Mil. Ibs......__ 1936 116 116 nzl —4; -4
Locomotives, diesel-elec- 1951 n. a. 340 284 | .. __. ~16 resins.
trie. Polyethylene resins. _._.___ Mil. 1bs 170 141 20
Traetors, wheel type, exc. 1951 . a. 60 65 |-.._.. 8 Styrene resins.._. .-} Mil. 1bs 147 150 -2
garden. Vinyl resins_.____ -] Mil. Ibs 204 162 26
Tractors, tracklaying. . _ __ 1956 | 16,826 | 16,826 | 11,390 | —32 —32 Urea and melami Mil. Ibs 70 70 3
Tructors, wheel type, con- | Units. 1957 | 1,788 | 1,589 1,783 [ ____. 10 Cotton consumption.______ Thous. bales____ 2,243 | 2,059 -5
tractors’ off-highway. ) ; Wool consumption, apparel | Mil. lbs 148 7 —16
Trailers, truck. _.._._._.._. Units. ... 1953 | 28,626 | 16,011 | 14,036 | —51 —12 class.
Industrial trucks and trac- | Units.__________} 1955 | 6,312 6,419 | 5416 ) ~14| ~—15 ‘Wool consumption, carpet.| Thous. Ibs..._.. 1948 | 48 000 | 31,000 | 25450 | —47 | —18
tors, gasoline, powered. R . Cotton broad woven goods.; Mil. lin. yds____| 1956 2,627 2,627 2, 436 -7 -7
Intdustn}aI ttrueks and trac- | Units. ... 2,244 | 1,349 1,005 | =51 —19 Wof)leln and worsted woven | Mil. lin. ¥ds.___| 1946 154 83 811 —d47 -8
ors, ejectric, goorle.
Typevwriters, standard._.._. Thous_..___._... 125 373 425 ... 14 Rayon and acctate. . __ Mil. Ibs..oo.._ 1655 312 254 274 | —9 8
Barrels and drums, steel, | Thous........... 7,779 1 7,013 6,225 | —20 | —12 Noncellulosic, including | Mil. Ibs___ 057 154 117 156 | ... 33
heavy. . gluss iibers.
Lumber. ..., Mil. bd. ft. ... 10,128 | 9,797 | &718 | —14 | —11 Tire cord, cotton. rayon, | Mil Ibs...._.__ 1951 150 113 115 | —23 2
Plywood, softwood..___.._ .| Mil.sq. ft.__.___ 1,322 1,243 4 1,332 ) .. _ 7 n¥lon.
Plywood, hardwood. .. ._..| Mil. sq. ft_ 221 226 187 =15 —17 Ca'tle hides and skins_.__. Thous.. ... 1947 | 6,543 | 6,002 | 6,201 | —5 4
Flooring, hardwood, oak...{ Mil. bd, ft. 313 278 231§ —26 1 —I7 Culf and whole kip. . : 1947 | 3,005 | 1,802 | 2,006 | —30 16
Flo&gir:):a", tnmple, beech, | Thous. bd. ft.. 18,300 | 10,875 | 11,100 | —41 2 Shieep and lamb skin 11846 0 11,004 | 6,706 1 6,065 | —45 1 —10
and birch,
Cement.. oo Mil. bbls_. ... 1956 88 88 78 —11] —1n n.a. Mot available.
Brick, unglazed. Mil. standard._| 1955 | 2,136 | 1,079 1,792 1 —16 —9 Third quarter figures have been used in order to fecthte comparison. In some cases
Struetural tile.. Thous. sh. tons.| 1949 281 104 174 | =52 | —10 where third quarter 1957 data are not available, the latest 3 months are utilized and com-
Clas sewer pipe Thous. sh. tons.| 1955 553 523 465 | —16 | —11 parison is made with similar periods in the earlier years. 1957 is shown as the high year
Asp.halt 77777777 Thous. 1956 | 30,030 | 30,030 | 29,306 _2 —9 in thos» instances w h('ro presently av qulahle information indicate that this is a strone like
Asphalt sidings_ Thous. 1049 608 207 258 | —58 —16 lihgod. 2 Less than 15 of 1 percent. # Change not representative becaase of strike period.
Asphalt roofing . Thous. 1947 | 17,073 | 17,199 | 15,908 -7 —8 Source: U. 8. Department of Commerce, Oflice of Business Economies, based upon data
Gypsum, crude_ .ooo._o_._ Thous. sh. 1955 | 2,588 1 2,7751 2,326 —101 ~16 obtained from private and Goverument agencies.




by Clement Winston and Mabel A. Smith <

Analysis of Long-Term Markets—

Measuring Product Trends and Potential

THE POSTWAR period has seen business sales and
consumer income and living standards reach progressive new
highs. With an economic situation which 1s currently
stable in the aggregate but increasingly competitive, busi-
ness is giving more attention to such forees as supply-demand,
prices, and costs. Over the longer run, there is an awareness
of the effects of growth in population on demand, of the
need to have adequate capacity to meet these increasing

Market Situations
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demands, and of the important role of technological de-
velopment today and its great promise for tomorrow.
Business concerns are constantly faced with problems of
evaluating near-term prospects, of measuring the market
potential of their existing and new products, and of making

NOTE.—MR. WINSTON AND MISS SMITH ARE MEMBERS OF THE BUSI-
NESS STRUCTURE DIVISION, OFFICE OF BUSINESS ECONOMICS.

446262—57——3

orderly and economical provision for associated long-term
future requirements. To find out what governs the demand
for a company’s or industry’s products is at best a difficult
problem in analysis, because of the multiplicity of factors
affecting demand and the difficulty of measuring and isolat-
ing the effects of these factors. As a practical matter what
the businessman needs most for aid in the solution of these
problems is a set of guides.

It is the purpose of this article to indicate the usefulness
of historical data in the development of relationships between
the industry’s or company’s sales and broad measures of
economic activity. Sensibly handled, they assist in fostering
an understanding of the current situation and in working out
guidelines for evaluating longer run problems and prospects.

The appraisal of near-term changes in demand for a given
commodity must, of course, essentially rely on cyclical
influences—although consideration must be given to basic
factors such as those resulting in growth. The projection
of longer run prospects is most frequently tied to relations
in past periods of high demand and economic activity. The
major emphasis of this article will be on the examination
of different types of market sifuations with a view toward
the evaluation of long-term demand potentials.

Differentials in Product Growth

A large number of products have been experiencing an
ever-growing market with only a mild response to cyeclical
factors. Except for abnormal influences such as wartime
restrictions or strikes, these products evidence considerable
regularity in their growth over time—although there are
shifts in their rages of growth.

The course of output of three such commodities for varying
periods through 1957 is.shown in the initial chart.! The
differences in trends are quite significant. Shoes and motor
fuel, which are well-established products, show a steady
rate of growth while a more recently introduced product—

- paperboard for food packaging—is illustrative of the rapid

advance where new uses have been developed.

Considerable care must be exercised in projecting the
future demand for products which display independent
growth characteristics. Relationships with overall economic
factors generally cannot be used—due to the considerably
lesser importance of cyclical influences. In the case of
special food board, for example, consumption has been
expanding so rapidly—10 percent per annum in the last 5
years—that the influence of major economic forces cannot be
ascertained, although adverse general economic conditions
would obviously have some effect.

1. In this and subsequent charts, data for 1957 are partially estimated.
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18 SURVEY OF CURRENT BUSINESS

From the data available in many cases, the only practical
tvpe of relationship defining the market is a trend. A pro-
jection of future demand from a trend assumes that the
factors underlying the pattern of growth will continue to
have the same net effect in the future. The impact of vari-
ous factors on growth often changes, however, with a result-
ing alteration in the growth pattern. Consequently, con-
siderable caution and good judgment must be used both
with regard to the type of trend employed and the length
of the projection.

In particular, trend projections are especially hazardous
for new products due to the uncertainties of the duration
and intensity of market acceptance. Demand for, say, a new
appliance with a relatively long life is eventually limited by
market saturation. Television is a prime example of a
product which is so well received that the demand quickly
approaches the saturation point. In other cases, such as
air conditioners, market penetration starts out more slowly
and continues for a much longer period. And of course, at
the other extreme, some products that fail to receive sufficient
continuity of consumer approval eventually disappear from
the market.

There are cases where the growth may result from the
influence of a particular dominant factor such as population
or number of households. Shoe consumption, for example,
appears to be highly dependent on population changes.
Although income, style, and quality changes have resulted
in some fluctuations around the growth curve, the range of
variation is narrow, and in the last 10 years per capita shoe
production has held close to just over three pairs per person.

As can be seen in the chart, the quantity of motor fuel
consumed has also moved generally upward in the prewar

The Market Sifuation
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and postwar periods, reflecting the increased use of fuel for
motor transportation and agricultural and industrial pur-
poses. Reflecting primarily the fast growth of motor
vehicles, motor fuel consumption has shown an average
rate of growth exceeding 6 percent in the postwar years.
Shoe production has advanced at an average rate of 2 per-
cent in the same period.

The cases discussed above are those in which growth
characteristics predominated. In other cases, more meaning-
ful results can be obtained through the development of
relationships with factors which are comprehensive enough
to serve as substitutes for basic causal factors. The deri-
vation of such relationships requires a technique which has
merit, and instances of this sort are described in the next
section.

Correlation in Market Analysis

In general, the basic statistical techniques for projecting
economic behavior are procedures which extend the evidence
given by past experience. By analyzing the experience of
his own company or industry as affected by economic forces
over periods of varying economic conditions, the business-
man may be able to develop a guide for appraising future
prospects. The correlation technique provides not only
the means for obtaining such a guide from past experience,
but is also fairly simple to apply.

Activity in any industrial or market segment is usually
dependent on a multiplicity of economic factors, such as
income, population, prices, and industrial production. If a
product 1s used by consumers and producers, real consumer
mmcome and industrial production would both be underlying
demand factors. However, these two variables are highly
interrelated and consequently only one need be used in
developing the relationship for the particular product.

Briefly, there are essentially two basic steps in deriving
a relationship based on past experience. First is the selec-
tion of factors affecting demand or market fluctuations. It
is generally desirable to keep the number of factors to be
analyzed to a minimum. The second step is to develop a
relation between the factors finally decided upon and demand.
This is necessary so as to be able to detect the influence of
changes in the factors on demand.

There are various ways of deriving a relationship but
basically the techniques fall into two broad types—graphical
and numerical. The former is generally quicker and easier
to apply. Moreover, no other method brings out the
nature of a relationship, if any, more rapidly or more clearly.
It is for this reason that it 1s widely used and certainly is
an essential step in obtaining an initial understanding of
the problem.

In using the correlation technique, different consideration