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INCREASED demands in all prin-
cipal markets brought substantial rises
in the Nation’s income and production
in 1968. It was the eighth year of the
long cyclical upswing that started in
early 1961 and that was interrupted
briefly in early 1967. Employment rose
to its highest level ever, and the un-
employment rate fell to its lowest level
in 15 years. Lower unemployment rates
were widespread; even so, they were
still considerably above average for
those groups at a disadvantage in the
labor market, notably nonwhite per-
sons and teenagers.

The problem of inflation continued to
be of major concern in 1968, as it has
ever since the step-up in the war in
Vietnam in 1965. In an economy operat-
ing at full employment, the increased
demands of 1968 led to sharp increases
in costs of production, profit margins,
and prices. With demand strong and the
supply of experienced labor very scarce,
employees were able to win the largest
wage increases since the early 1950’s.
Last year’s increase in production was
accompanied by some acceleration in
the growth of productivity, which had
slowed down the year before. However,
the productivity rise fell short of the
increase in wage rates so that labor
costs per unit of production, although
rising somewhat less than in 1967, in-
creased considerably. The price rise of
1968 reflected not only these and other
cost increases but also expanded profit
margins, which had contracted in 1967.
Wholesale industrial prices continued to
increase, and consumer prices, rising
steadily through the year, scored their
largest advance in 17 years. Inflation-
ary pressures were accentuated by last

The US. Economy in 1968

year’s rise in farm prices, which had
fallen in 1967.

Personal income registered a sharp
gain in 1968, and notwithstanding the
tax increases imposed during the year
as well as the continuing price rise, per
capita income advanced. In addition,
before-tax profits of corporations were
much higher than the 1966 peak; after-
tax earnings equaled their 1966 high.

S CHART

GNP rose $71 hilfion or
9 percent in 1968
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Farm income rose but was still short of
the 1966 record.

In its transactions with foreign
countries, the record for 1968 was a
mixed one. The balance of payments
deficit, after a sharp increase in 1967,
improved in 1968. Aside from some
special transactions, this improvement
reflected a shift in private capital
transactions, from sizable net outflows
to a small net inflow, chiefly because
foreigners made unusually heavy pur-
chases of U.S. stocks and bonds. How-
ever, the balance on merchandise trade,
which had been substantial through
most of the 1960’s, fell precipitously.

Policy problems

Both fiscal and monetary policies
were used last year in efforts to stem
the expansion and thereby the infla-
tionary tide. The President called for a
surtax on individual and corporate in-
comes in August 1967, but it was not
until the end of June 1968 that the
surtax was passed, as part of a fiscal
program that also included a ceiling on
Federal expenditures in fiscal 1969,
an extension of certain excise taxes, and
limitations on Federal employment.
Consequently, in the first half of 1968,
the responsibility for curbing the ex-
pansion fell on monetary policy. The
Federal Reserve followed a policy that
provided a limited accommodation to
burgeoning credit demands but still
permitted a sizable expansion in credit.
This policy had some impact insofar as
it contributed to the sharp increases
in interest rates and braked an ongoing
recovery in residential construction.
However, monetary restraints were
eased once the fiscal program was passed
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because of the widely shared belief that
the expansion in consumer and business
spending would slow down and con-
sequently diminish the need for mon-
etary limitations

This diagnosis proved to be only
partially correct since consumer ex-
penditures rose very sharply in the
summer. In the fourth quarter, how-
ever, spending rose at a much more
subdued rate. Private investment de-
mand, far from slowing down, began to
accelerate toward the end of the year.
It was around this time that the
Federal Reserve moved back toward a
more restrictive policy, and against a
background of heavy demands for
credit, market interest rates exceeded
their spring peaks, which had been the
highest in many decades.

Fourth Quarter GNP and
Yearend Position

Output continued to rise at a rapid
pace in the fourth quarter. According to
preliminary and incomplete data, the
GNP advanced $16.8 billion to a sea-
sonally adjusted annual rate of $887.8
billion; this was almost as large as the
$18 billion increase the quarter before.
The 2 percent rise in the fourth quarter
was divided about equally between an
increase in physical volume and an
increase in price.

The composition of the fourth quarter

output gain was quite different from
that of the third, even though the two
quarterly changes were roughly the
same in size. The increase in final sales
slowed down, from $21.4 billion to
$14.3 billion, while inventory invest-
ment increased after a decline in the
preceding quarter.

The slower rate of expansion in final
sales was attributable to consumption
expenditures, which rose only $5 billion
after a gain of $13 billion in the third
quarter; the rise was the smallest in
more than a year. Consumer purchases
of autos and parts leveled off after an
unusual spurt from the spring to the
summer months, while expenditures on
household durables declined after seven
quarterly increases. Nondurable ex-
penditures showed little gain, but
services continued their steady upward
movement.

With the rise in consumption much
less than the $10 billion rise in disposable
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income, personal saving increased, and
the saving rate advanced almost to 7
percent from 6% percent in the third
quarter. In the first half, the saving
rate averaged 7.3 percent.

Fixed investment was very strong in
the fourth quarter. With housing starts
recovering from the spring slump and
attaining their best level of the year
in the fall, residential contruction rose
$2.3 billion for the largest gain of 1968.
More impressive was the rise in non-
residential fixed investment, which ad-
vanced $4 billion after a $3 billion rise
the quarter before; most of the increase
was for equipment, but an advance was
also recorded in outlays for structures,
for which spending had been very slug-
gish during the year.

On the basis of figures for October and
November it appears that inventory in-
vestment rose from a seasonally ad-
justed annual rate of $7% billion in
the third quarter to $10.0 billion in the

IR (AR
The less rapid increase in cutrent dollar GNP
in the 2d half of 1968 . . .
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January 1969

fourth—a gain of $2% billion. From
the second to the third quarter, inven-
tory investment declined $3 billion. The
rise in the rate of accumulation appears
to be related primarily to the slower
expansion in consumer buying, since
trade firms accounted for the increase
in accumulation.

State and local government purchases
continued their steady upward trend
with a $2% billion rise, but Federal
outlays recorded their smallest increase
since 1965 with an advance of only
$% billion. Incomplete data indicate
that net exports were Jittle changed in
the fourth quarter—above the abnor-
mally low first half rate but consider-
ably under the 1967 total.

December business

Production, employment and income
rose through the quarter and, if any-
thing, appeared to be rising more
rapidly at the end than at the beginning.
Personal income advanced a large $5%
billion (annual rate) in December, as
compared with gains of $3% billion in
October and $4.8 billion in November.
The rise in payrolls was especially
strong, reflecting a very substantial
increase in employment (266,000 in
nonfarm establishments), a slight pick-
up in hours (after decreases in October
and November), and continued ad-
vances in hourly earnings. Unemploy-
ment remained at the post-Korean low
attained the month before. Industrial
production rose 1 percent, the second
consecutive sizable monthly increase.

Final sales in December were much
less buoyant than production to judge
from partial data. Retail sales, which
had shown no growth from September
to November, fell sharply in the closing
month of the year, according to ad-
vance reports. The outbreak of the
influenza epidemic in December un-
doubtedly had an adverse effect on
December sales but how much it is
impossible to say at this time. There
was no evidence of any lessening in
the price rise as wholesale prices of
industrial commodities advanced again.

Outlook for 1969
The uncertainties concerning the
outlook appear manifold at the start of
1969: Of overriding importance is the
course of developments relating to
Vietnam, but economic events may also
( Continued on page 38)
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CHARTY 3
# GNP rose $16.8 hillion in the fourth quarter; real GNP up 4 percent (annual rate)
s Establishment employment showed another large gain in December—unemployment rate remained at November low point
o GNP deflator continued its steady rise in the fourth quarter—wholesale prices up again in December
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o Personal income increased 52 billion in Decemher—well above the October-November average gain

¢ The consumption advance slowed down in the fourth quarter after strong rise in the third—saving rate rebounded
o Nonresidential fixed investment advanced sharply in the fourth quarter—November housing starts were the highest since early 1964
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CHART 5
s In the fourth quarter: Inventory investment increased $2.5 hillion over third quarter rate
® Net exports remained at relatively low third quarter rate
° Federal outlays changed little—State and local purchases continued upward
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» [ndustrial production advanced in December for third straight month
o Money supply and bank credit increased again in December
s [Interest rates and hond yields rose to new highs

INDUSTRIAL PRODUCTION

index, 1957-59=100
190

INDUSTRIAL PRODUCTION+

180 |- -

Durable Manufactures

170 4

160

Nondurable Manufactures

460

380 |- (leﬂ SCa le)

150 Luj":"f"uunl\nln|l|||||l|||||I|||n
Monthly (Dec.) FRB

Index, 1957-59 =100

200
INDUSTRIAL PRODUCTION*
- -
175 - Autes | [ A .
\ F \ I"I
/4‘ Iy
150 |- ,./ v i
' i /
\‘ ] L
/ _
125 Steel
voo Lisva bbbyt regalyang
Monthly (Dec.) FRB
Percent
95
RATIO, QUTPUT TO CAPACITY*
90 —
Manufacturing
A \ |
85 \/T.—\__
80 -
75 [T N S T N N |
Quarterly (IV) FRB
Billion $
36
DURABLE GOODS MANUFACTURERS +
32 |- ~
New Orders M
28 —
24 Shipments 4
20 Levn by ae oo byt tgsligieg
1967 1968 1969
Monthly (Nov.) Census

# Seasonally Adjusted ** Seasonally Adjusted at Annual Rates
U.S. Department of Commerce, Office of Business Economics

MONEY, CREDIT, AND SECURITIES MARKETS

Billion $

BANK CREDIT AND MONEY SUPPLY*

420

Bank Credit

4

340
B Money Supply
(right scale)
300 Lo a bypang e vy esn o g biguaa i
Monthly (Dec.) FRB
Billion $
2

FREE RESERVES

INERARIGANSIEUENU RS INRNSRRE ARTA N

Monthly (Dec) FRB

Percent

10
INTEREST RATES AND BOND YIELDS

Corporate Yields, Moody's Aaa

P./\/‘.
e R
e a0
B 0

4L & 3-month Treasury Bills

/R IR ERI NSRRI SN NENENRNN RN ENENEERNN ]

Mo}nhly (Dec.)

1941-43=10
140

STOCK PRICES
120 L-

Standard and Poor’s (500)

60 Litarsligey [AENAENENENEN NN ANN]

1967 1968 1969
Monthly (Dec.)

240

220

200

180

160

PROFITS AND COSTS
Billion $
120
CORPORATE PROFITS=+
100 Before Tax and Including IVA .
80 |~ -
60 |- —
40 |- | - 11 1 | 1|
Quarterly (1) 0BE
Billion $
120
CORPORATE INTERNAL FUNDS AND PROFITS*=
100 —
Internal Funds
80 |- —
60 |- Profits After Taxes -
40 | - 1 1 1 1 |
Quarterly (1il) 0BE
Percent
6
OUTPUT AND COMPENSATION PER MAN-HOUR,
PRIVATE ECONOMY+
4 1~ (Change From Previous Quarter) -~
Output Compensation
2 —
1}
-2 T L EOUUN PN NN NN NN DA S |
Quarterly ( 111) BLS
Percent
6
UNIT LABOR COSTS, PRIVATE ECONOMY*
(Change From Previous Quarter)
4 -
2 |~ 1
[v]
/2% I N RN NN S SEUS N S OO NN
1967 1968 1969
Quarterly (Il ) BLS

63-1-6



S UBSTANTIAL increases throughout
the year brought the Nation’s produc-
tion of goods and services to a total of
$861 billion in 1968, a rise of $71 billion
or 9 percent over 1967. This was a
considerable step-up over the 5% per-
cent increase in 1967, and about
matched the large increase in 1966,
when the demands for Vietnam were
added to an economy operating at a
high rate. Consumption and fixed in-
vestment were chiefly responsible for
the more rapid advance in 1968 than
in 1967,

Of last year’s rise in current dollar
GNP, about 5 percent represented an
increase in physical volume, and 3%
percent, higher prices. The advance in
physical volume, although double the
gain for 1967, fell short of the full-year
rises for both 1965 and 1966. Within
the year, the rise in real output was
at an annual rate of 6% percent from
the fourth quarter of 1967 to the second
quarter of 1968 but tapered to a 4%
percent rate in the following half-year.
The price rise continued through the
year with little abatement and was a
considerable acceleration over the rises
of 2.6 to 3.1 percent in 1966 and 1967,

With demand rising in all major
markets last year, final sales recorded
their largest percentage advance since
1951—9 percent. For the full year,
inventory accumulation rose only
slightly and Ythus contributed little to
the rise in production. During 1968,
however, changes in inventory invest-
ment were pronounced. For the most
part, this was because the rate of ex-
pansion in final sales was very erratic,
while changes in GNP, although larger
in the first half than in the second,

Production and Income in 1968

were comparatively steady from quarter
to quarter. Final sales, after a modest
gain in the last quarter of 1967, re-
recorded an extraordinary advance in
the opening quarter of 1968, grew much
more slowly in the spring, accelerated
noticeably in the summer, and again
slowed down in the closing quarter
of the year.

Of the main categories of final sales,
the largest percentage gain last year
(22 percent) was scored by residential
construction, recovering from the credit
stringency of 1966; it was the first
annual increase since 1964 (chart 7).

CHARY /

o Last year's percentage rise in final sales
was the largest since 1951

» Gains were widespread

Percent Change

Final Sales,
Total

Residential
Structure

Government Purchases [§
(Excluding Defense)

National Defense

Personal
Consumption
Expenditures

Nonresidential
Fixed
Investment

L
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The change within 1968, however, was
very modest until late in the year.
Nondefense purchases by all levels of
government (up 11% percent) con-
tinued their substantial and rather
steady increases, reflecting the rising
trend in State and local outlays and a
considerable step-up in Federal non-
defense purchases. Defense purchases
recorded a 9 percent gain but showed
little change after midyear. The 8%
percent rise in consumer expenditures
dominated the dollar advance in final
sales with widespread increases that
were especially heavy for durable goods,
particularly automobiles. Consumer
spending started off the year with very
large gains but subsequently exhibited
a seesaw pattern of change attributable
to fluctuations in the purchases of
goods.

Investment in nonresidential struc-
tures and durable equipment remained
high, with a moderate increase (7% per-
cent) that was larger than the 1967
rise but considerably smaller than the
increases during the investment boom
of 1964-66. A substantial pickup, how-
ever, became evident in the closing
months of the year.

Sales to foreigners rose much more
rapidly in 1968 than in 1967, but the
rise in imports showed. an even greater
acceleration. Consequently, net exports
declined to their lowest level since 1959.

GNP by type of product

The strong advance in demand last
year led to large increases in all major
types of production. The increases were
dominated by the recovery in durable
goods, which, in current dollars, rose

7
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11 percent in 1968 after a gain of only
2 percent the year before. The rise in
the value of durable goods production
reflected chiefly last year’s strong de-
mand for automobiles and the moder-
ate increases in business equipment
outlays and in government purchases
of hard goods.

Following a 1 percent gain in 1967,
the value of structures rose almost 12
percent, reflecting chiefly last year’s
recovery in homebuilding. Service out-
put rose 9 percent, about the same
relative advance as in 1967, as govern-
ment payrolls were increased and con-
sumers added to their expenditures for

Percent Changes in Real GNP
By Type of Product

Last year's rise in production featured
a recovery in durable goods production
and construction

Percent Change

TOTAL

12 | DURABLE GooDS

8 [ NONDURABLE GOODS

8 ["SERvICES

STRUCTURES

[
66 67 68 1

1967 1968
1st 2d st 2d*
Half Years,
Seasonally Adjusted
at Annual Rate
69-1-8

1963 64 65

*Preliminary
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services. Finally, the increased pur-
chases by both consumers and govern-
ment were responsible for the 7 percent
rise in the value of production of
nondurable goods; the year-earlier gain

January 1969

was 5 percent. Adjustments for the
pronounced price increases of 1968
reduce the current dollar gains but do
not greatly alter the pattern of change
(chart 8).

Personal Income, Consumption, and Saving

THE 1968 rise in personal income was
the largest on record in absolute terms,
and the largest since 1951 in percent-
age terms. The $57 billion or 9 percent
increase over 1967 surpassed by a wide
margin the sizable additions of the
preceding 3 years and brought the total
for the full year to $686 billion (chart
9.) The very large expansion in
payrolls contributed the most to the
1968 income advance, but transfer
payments and nonwage incomes also
made notable gains.

Social Security benefit payments were
boosted $2% billion (annual rate) in
March. For all of 1968, transfer pay-
ments expanded $7 billion, nearly as
much as the unusually large increase in
1967, the first full year that Medicare
payments were in effect. Partly in
reflection of higher interest rates in
1968, personal interest income rose
$5.3 billion, the largest gain on record.
Dividend payments increased somewhat
more than in 1967, while rental income
of persons and incomes of nonfarm

proprietors advanced at about the 1967
rates. Farm income recovered moder-
ately, following the 1967 decline.
Personal taxes increased by an ex-
ceptional $14% billion from 1967 to
1968. The Federal portion of this rise
was $12 billion, of which $3% billion
represented larger withholdings and
quarterly declarations as a result of the
imposition of the Federal surtax in
July. The remainderreflected the in-
creased tax payments on higher in-
comes. Total personal tax payments of
$97 billion constituted 14 percent of
personal income in 1968 as compared
with a ratio of 13 percent in 1967.
Because of the sizable increase in
taxes, the rise in disposable personal
income over 1967 was dampened to
$42% billion, or 7% percent. Since
consumer prices advanced 3.6 percent
in 1968 (GNP basis), the rise in real
after-tax income came to 4 percent.

Sharp rise in consumer spending

The expansion in consumer spending
in 1968 was the largest in percentage

Disposable Personal Income and Consumer Expenditures

Current prices Constant prices
Per capita Per capita
Year Disposable | Personal Disposable | Personal
personal | consump- personal | eonsump-
income tion ex- | Disposable| Personal ineome tion ex- | Disposable| Personal
penditures | personal | consump- penditures | personal | consump-
income tion ex- income tion ex-
penditures penditures
(Bil. §) (Dollars) (Bil. 1958 $) (1958 dollars)
404.6 376.0 2,136 1,980 381.3 353.3 2,013 1,865
438.1 401.2 2, 280 2, 088 407.9 378.7 2,123 1,945
473.2 432.8 2, 432 2,224 435.0 397.7 2,235 2, 044
5116 465. 5 2, 598 2,364 459.2 417.8 2,332 2,122
546. 3 492, 2 2, 744 2,472 478.0 430.5 2,401 2,162
589. 0 533.7 2,928 2,853 497. 4 450.7 2,473 2,240
83 7.0 6.7 5.5 7.0 5.8 55 4.3
8.0 7.9 6.7 6.5 8.6 6.4 5.3 5.1
8.1 7.6 6.8 6.3 5.6 5.1 4.3 3.8
6.8 5.7 5.6 4.6 4.1 3.0 3.0 L9
7.8 8.4 6.7 7.3 4.1 4.7 3.0 3.8

Source: U.8. Department of Commerce, OBE.
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terms since 1947. The $42% billion or
8% percent gain over 1967 brought
total expenditures to $534 billion. As
in other years of large increases in
consumer spending—such as 1955, 1965,
and 1966-—purchases of automobiles
were exceptionally high,

Sharply higher prices accounted for a
large proportion of the 1968 current
dollar increase in spending; after allow-
ance for the price advance, the physical
volume of goods and services pur-

Changes in Personal Income and in
lts Disposition

Personal income increased sizably
throughout 1968

Billion $ Change From Previous Quarter

However, the imposition of the surtax
after midyear . . .

10

TAXES

-10

dampened the rise in DPI

20

Nevertheless, consumer spending
continued strong through the third quarter. . .

20

and the saving rate was lower in the second half

Percent

1967
Seasonally Adjusted at Annual Rates

1968

1).S. Department of Commerce, Office of Business Economics 69-1-9

329-153 O - 69 - 2
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chased by consumers in 1968 increased
4.7 percent, as compared with 3 per-
cent in 1967. The 1968 rise in physical
volume was less than in each of the 3
years preceding 1967, as the accom-
panying table shows.

Consumer expenditures for durable
goods registered a striking advance of
13% percent last year, with higher
prices accounting for about one-fifth of
the dollar increase. Expenditures for
nondurable goods and services in-
creased nearly 7 and 8% percent respec-
tively; half of these gains were due to
price increases,

Major expenditure groups

Among the major expenditure groups,
the largest rise in 1968—20 percent—
occurred in autos and parts, a group
that had shown almost no change for 2
years following exceptionally heavy
purchases in 1965. New car sales (in-
cluding purchases by business) in-
creased 1.2 million units in 1968 to a
record total of 9.6 million.

Aside from the exceptional rise for
autos, relative increases by major
categories were fairly uniform last year,
in contrast to the 1967 experience.
This is clearly indicated in chart 10.
The furniture and clothing groups each
gained 9 percent, while housing and
household operation registered some-
what smaller increases. Expenditures
for food showed the smallest gain over
1967—6% percent.

Consumers devoted 6.8 percent of
their 1968 expenditure dollar to autos
and parts—a larger fraction than in
either of the 2 preceding years, but
still less than the proportions spent in
the boom auto years of 1955 and 1965.
Furniture and other durable goods out-
lays, on the other hand, accounted for
the same proportion of total spending
in each of the past 3 years—about 8%
percent. )

Expenditures for nondurable goods
continued to decline relative to overall
spending in 1968, and the ratio fell to
a record low of 43 percent. In recent
years, this downtrend has been due to
food expenditures, which have con-
sistently risen relatively less than total
spending. For example, in 1968, food
expenditures accounted for 22 percent

9

of consumer spending as compared
with 26 percent in 1958 and 31 percent
in 1948. The share of the spending
dollar absorbed by clothing has been
stable at 8.6 percent for the past 3
years. This was preceded by a 5-year
period when the proportion was 8.3
percent; the recent rise in the share
reflects the emergence of sharp in-
creases in clothing prices. Fluctuations
in the ratios for the other major non-
durable goods groups have been rather
small in recent years.

The proportion of total spending
devoted to services in 1968 remained
at 41 percent, the same as in 1967, but
higher than in preceding years. Further
increases in the fraction spent for
medical care services were offset by
small reductions for some of the other
groups.

Quarterly spending pattern

The quarterly increases in consumer
expenditures during 1968 showed marked

Personal Consumption Expenditures

All major groups of consumer expenditures
increased substantially in 1968

Percent Change
0 5 10 15 20 25

TOTAL

Autos & Parts

Furniture & House-
hold Equipment

Clothing & Shoes

Household
Operation

Housing

Food & Beverages

Al Other Goods
& Services

63-1-10

U.S. Department of Commerce, Office of Business Economics
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variations, not only in absolute terms
but also in relation to disposable per-
sonal income. The first quarter rise of
$17 billion (seasonally adjusted annual
rate) was the largest quarterly in-
crease on record. In part, it reflected
a makeup in auto sales, which had
been limited by the strikes in late
1967. But the rise was broadly based.
Expenditures for furniture and house-
hold equipment spurted following a
sluggish performance during 1967, while
spending for nondurable goods expanded
with strong gains for all major groups,
particularly food and clothing.

It was not likely that the extraordi-
nary first quarter increase could be
maintained. The second quarter in-
crease of $8% billion was only half as
large as the first quarter rise, with the
changes in expenditures relatively small
for most categories. A smaller expansion
in income and disturbances in the cities
contributed to the second quarter
slowdown.

The increase in consumer spending
accelerated to $13 billion in the third
quarter, notwithstanding a rise in
personal taxes of almost $10 billion at
an annual rate. About $5% billion of the
tax rise was due to increased with-
holdings under the surtax that became
effective in July. Large increases were
registered in outlays for autos and parts,
for furniture and household equipment,
and for the groups that had lagged in
the second quarter.

In the fourth quarter, the increase
in consumer spending fell to about $5
billion, even though disposable income
advanced by $10 billion. The slower
rise in expenditures for goods was
general and included a leveling off
in auto purchases and a decline in
purchases of household durables. As
noted earlier, the influenza epidemic
in December probably hurt retail sales
but by how much is not known; in
any case, a slowdown in the spending
advance was evident before December.

In contrast to the erratic quarterly
movements for durable and nondurable
goods expenditures in 1968, the dollar
increases for services were much more
regular, averaging about $4% billion
per quarter.

SURVEY OF CURRENT BUSINESS

Saving rate lower

For 1968 as a whole, the ratio of
personal saving to disposable personal
income was reduced to 6.9 percent from
7.4 percent in 1967. After remaining at
6.0 percent in 1964 and 1965, the saving
rate had increased to 6.4 percent in 1966
and to the unusually high rate of 7.4
percent in 1967. The 1968 reduction is
apparently associated with larger ex-
penditures for autos and parts; changes
in these expenditures are usually re-
flected in changes in the saving rate. If
these expenditures are added to the sav-
ing rate, there is little difference be-
tween 1967 and 1968.

The decline in personal saving was
especially marked from the second
quarter of 1968 to the third, dropping
from 7.5 percent of disposable income
to 6.3 percent. At the very time that
tax withholdings were boosted, con-
sumers increased their spending twice
as fast as their after-tax incomes rose.
It now appears that the fourth quarter
rate of saving rose to just under 7 per-
cent, but it was still below the ratio in
the first half.
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A number of factors doubtless con-
tributed to the drop in the saving rate
in the second half. In part, it is
assoctated with larger expenditures for
automobiles and parts, as may be seen
below.

1968
1967
Year{ I II ‘ III ‘ v
Ratio to DPI:
Personal saving._.._. 7.4| 69| 7.1 7.5| 6.3 6.9
Consumer expend-
itures on autos
and parts......... 56| 62| 60| 60| 6.4 6.3
Total______.__.. 13,0 | 13,1 | 13,1 | 13.5 ) 12.7 | 13.2

In addition, the impact of the tax
increase may have been delayed; this
is suggested by the fact that the rise
in consumption slowed in the fourth
quarter and the saving rate increased.
Another possibility is that an infla-
tionary psychology motivated con-
sumers to spend relatively more of
their incomes; last summer and fall,
price increases were in prospect for
many items, such as automobiles,
apparel, and furniture.

Business Fixed Investment

BUSINESS investment in producers’
durable equipment and nonresidential
construction in 1968 showed only a
moderate gain for the second successive
year. Expenditures totaled $90 billion
for the year as a whole, up $6 billion,
or about 7 percent, from 1967 (chart 11).
The increase was larger than the 3 per-
cent advance in 1967 but about half
the large annual increases in the years
1964-66, when an investment boom
was underway. A significant shift in
the investment climate took place dur-
ing 1968, and investment became a
strong source of demand late in the
year.

With construction costs rising sub-
stantially and equipment prices con-
tinuing to advance, the 1968 rise in
business fixed investment in real terms
came to 4 percent; in 1967, the real
volume of these outlays had barely
matched the 1966 total. The share of

business fixed investment relative to
total output edged down slightly but
remained high relative to the average
of the past decade (chart 11).

Expansion in nonmanufacturing

Industries covered in the OBE-SEC
capital expenditures survey, which is
somewhat less comprehensive than the
national accounts measurement of in-
vestment, showed a rise of 4}% percent
from 1967 to 1968 and less than 1 per-
cent when price increases are taken into
account. The increase centered mainly
in nonmanufacturing industries, where
investment in current dollars was up
8 percent, as compared with a 4 percent
increase in 1967. Manufacturers held
current dollar outlays close to 1967
totals; expenditures had declined 1 per-
cent from 1966 to 1967 after the strong
gains of 1964-66.

For the year as a whole, durable
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goods producers’ outlays—at $13.6 bil-
lion—were slightly below 1967 expendi-
tures. Within this goods group, most
industries showed cutbacks, with the
largest—about 7 percent—in transpor-
tation equipment. Only the electrical
machinery and the “other durable
goods” groups (including lumber, fur-
niture, fabricated metals, and miscel-
laneous) expanded outlays in 1968. Soft
goods manufacturing companies in-
creased their expenditures for plant and
equipment about 1% percent—to $13.2

IR CHART 1

Nonresidential Fixed Investment

Rose moderately in 1968 after little
increase in 1967

Billion $ (ratio scale)
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The advance centered in equipment—outlays
for construction changed little

Fixed investment rose less than total GNP
for 2d straight year but remained relatively high

Percent

12

PERCENT OF GNP

,/ﬂ\\_ -

10 — e _

-_——"\\_____ P

1958-68 Average
8- i
| [ ! Lt | L1 |
1958 60 62 64 66 68

U.S. Department of Commerce, Office of Business Economics 69-1~11

SURVEY OF CURRENT BUSINESS

billion—owing to the enlarged expan-
sion programs of petroleum, rubber, and
“other nondurable goods” groups (in-
cluding apparel, leather, printing and
publishing, and tobacco). Paper, chem-
icals, and textiles reduced outlays; for
the last two industries, it was the second
year in a row of declining investment.
In the nonmanufacturing sector, non-
rail transportation firms, paced by the
airlines, and public utilities lifted their
capital spending by one-seventh—mark-
ing the fifth successive year of substan-
tial expansion. Except for railroads, the
other nonmanufacturing groups—com-
munications, commercial, and mining
firms—reported modest increases in
capital outlays. Railroads reduced their
1968 outlays only slightly, in contrast
to very substantial cutbacks in 1967.

Rise in second half

The highlight of investment in 1968
was the unexpectedly strong showing of
investment programs late in the year.
Early in 1968, businessmen had pro-
gramed a 6 percent rise over actual
1967 expenditures, with a dip in the first
half to be followed by a modest upturn.
They carried out this projected pattern
in broad outline for the first three
quarters of the year, spending somewhat
less than anticipated in each quarter.
In the fall, however, they showed
major upward revisions in spending
programs. According to the OBE-SEC
survey published in December 1968,
businessmen in both manufacturing and
nonmanufacturing industries projected
an extremely large $4 billion rise
(annual rate) from the third to the
fourth quarter and a rise of more than
$3 billion from the fourth guarter to
the first half of 1969.

The turnabout in manufacturers’
spending programs after mid-1968 re-
flected an upturn in the start of new
investment projects that began around
the end of 1967 (chart 12). Changes in
these starts tend to be reflected in
expenditures some two to three quarters
later. Starts accelerated sharply in both
the durable and nondurable goods
groups in the third quarter of 1968 (the
latest period for which data are avail-
able) to a point 30 percent above their
fourth quarter 1967 rate.

11

It is still a little early for a definitive
explanation of the strong investment
recovery. It is probably significant
that sales increased substantially during
1968, equaling or exceeding business-
men’s expectations; sales had tended
to fall below expectations throughout
1967. Moreover, as the year progressed,
an increasing number of manufacturers
became concerned about the adequacy
of their capacity (bottom panel of
chart 12), even though actual capacity
utilization was well below preferred
rates. At the end of September, manu-
facturers holding 45 percent of total
gross assets in manufacturing reported

ISR CH AR 2

Plant and equipment expenditures
showed yearend strength in both
manufacturing and nonmanufacturing
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that they needed more plant and
equipment facilities to meet produc-
tion requirements in the next 12
months—as compared with 41 percent
in June and 40 percent in March.

SURVEY OF CURRENT BUSINESS

The summer rise, which extended over
a wide range of industries, interrupted
the steady decline in this percentage
that began in the second quarter of
1966.

Housing

RESIDENTTAL construction activity,
which turned up in early 1967, ad-
vanced further during 1968 as housing
starts rose to their highest level in 4
years. For the full year, outlays totaled
$30.0 billion, a $5% billion increase over
1967. Unlike the large quarter-by-
quarter rise during 1967, the advance in
activity during 1968 was irregular: Ex-
penditures rose approximately $% bil-
lion in each of the first two quarters,
leveled off during the summer months,
and then increased $2% billion in the
fourth quarter. When the rise in con-
struction costs is taken into account
the 22 percent increase in current dol-
lars for the full year is cut to 16 percent.

Starts up in 1968

Underlying last year’s rise in expendi-
tures was an 18 percent increase in

Private Nonfarm Housing Starts

= Starts rose 18 percent in 1968 as
multifamily units exceeded 1963 peak

 Single family units, while higher,
continued to trail 1963-65 rate

Million Units
2.0

Data: Census
63-1-13

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

private nonfarm housing starts, which
totaled about 1% million units in 1968
(chart 13). The upward movement in
starts that began late in 1966 continued
through the first quarter of 1968, but
the tightening of credit during the
winter and early spring caused a tem-
porary setback in the recovery. Starts
declined 3% percent from the first to
the second quarter to an annual rate
of about 1.4 million units. Somewhat
easier credit conditions during the
summer and early fall permitted a
resumption of the forward movement,
and by the fourth quarter, the annual
rate had advanced to 1.6 million units.

Single-family starts reached nearly
900,000 units, up 10 percent from 1967;
the multifamily total of 600,000 starts
represented a one-third gain from the
preceding year. The rise in multifamily
units brought these starts slightly above
the 1963 peak but single family starts
still trailed the rates reached earlier in
the 1960’s. The relatively larger rise in
multifamily construction is probably
related to the pattern of household
formation in recent years, which has
been concentrated in the younger age
groups, who typically rent rather than
buy. In addition, the more stringent
downpayments and interest rate charges
required on single-family home pur-
chases have also favored apartment
house accommodations.

Despite last year’s increase in starts,
for the third year in a row the volume
of starts was below the combined total
required for new household formation
plus estimated replacements. This short-
fall has caused a substantial backlog to
build up; consequently, vacancy rates
have fallen to the lowest point in 10
years (chart 14), and pressures on home
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prices and rents have intensified. The
tight market for conventional housing
has also stimulated the production of
mobile homes, which advanced 20 per-
cent in 1968 to a rate double that 5
years earlier. (These are not included in
housing starts figures).

Mortgage lending higher

Enlarged credit flows to housing
markets were a key factor in last year’s
strong rise in residential construction
activity. On the basis of data that are
still incomplete for the fourth quarter,
nonfarm residential mortgage lending
increased about $18)% billion in 1968.
This expansion compares with increases
of $16 billion in 1967 and $13.7 billion
in 1966, and about matched the average
advance from 1961 to 1965.

Although mortgage lending held at
relatively high levels in 1968, lending
appears to have varied little during
the first three quarters of the year on a
seasonally adjusted basis. It showed
some pickup in the final quarter to a
rate approximately matching that in
the second half of 1967. Last year’s
restrictive monetary policy and high
and generally rising interest rates
exerted a dampening influence on
mortgage lending and housing activity.
First, the high levels reached by market
rates of interest were mainly responsible

Vacancy Rates

Last year rental and homeowner
vacancy rates were the lowest
in a decade

Percent
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1958 60 62 64 66 68
Data: Census
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for a pronounced slowdown in the flow
of savings to deposit-type institutions.
With market rates of interest above
the ceilings that commercial banks,
savings and loan associations, and
mutual savings banks were permitted
to pay on savings accounts, these
institutions encountered difficulties in
attracting and holding saving-type de-
posits. This development limited their
ability to make mortgage loans. In
addition, last year’s rise in market
rates of interest narrowed the spread
between yields on mortgages and rates
of return on competitive open market
investments. Under these circum-
stances, some mortgage lenders tended
to curb their residential mortgage lend-
ing activities.

Mortgage funds were available last
year only at very high cost. The yield
of FHA new home mortgages averaged
7.12 percent, as compared with 6.53
percent in 1967 and 6.40 percent in
1966. Although the high rates on
mortgage loans were indicative of
serious pressures in mortgage markets
last year, the situation at no time
became as critical as in 1966. There
were a number of important differences
between the 2 years. First, the mortgage
lending institutions, as well as the
Federal Home Loan Bank System,
were generally in a more liquid position
in 1968 than in 1966. Second, in spite of
the sharp rise in market rates of interest,
the slowdown in deposit flows to thrift
institutions was not as severe as it was
2 years ago. This development is
explained by several factors: Regula-
tion Q reduced the competition for
deposits between these institutions and
the commercial banks; some of the
highly interest-sensitive deposits that
left the thrift institutions in 1966
apparently never returned; and the
savings and loan associations have
acquired greater deposit stability since
1966 through the issuance of saving
certificates carrying higher rates than
regular share accounts and maturities
extending 6 months and more. Finally,
the profit margins on mortgage loans
were substantially greater in 1968 than
1966, since the rates paid by lending
institutions for deposits rose less last
year than in 1966 while those earned
on mortgage loans rose more.

SURVEY OF CURRENT BUSINESS
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Inventory Investment

IN marked contrast to the 2 preceding
years, when changes in inventory in-
vestment constituted a dynamic ele-
ment in the economy, business accumu-
lation of inventories in 1968 was not
a significant source of change in GNP.
For the year as a whole, businessmen
added about $7% billion to their inven-
tories, only about $1% billion more than
the 1967 accumulation, which was far
below the record $14.7 billion rise of
1966.

Virtually all of the increase in busi-
ness stocks in 1968 was reported by
nonfarm concerns, up $7.2 billion in
1968 as compared with $5.6 billion in
1967. Here, durable goods companies
accounted for all of the rise in accumu-
lation since nondurable investment was
the same in both years. Farm stocks
advanced a little less in 1968 than in
1967.

In 1968 as in 1967, manufacturers
accounted for the major part of the
overall inventory accumulation, but the
rise of almost $4 billion in their stocks
last year was somewhat less than their
1967 addition. Stocks of trade firms
rose $2.8 billion last year, considerably
more than the $0.5 billion rise during
1967.

The pattern of inventory investment
within the year was very irregular, in
part reflecting varying rates of expan-
sion in sales, especially at retail. In the
opening quarter of 1968, a largely un-
expected upsurge in sales caused inven-
tory investment to fall sharply, but
this movement was reversed in the
spring as the expansion in sales abated.
The rate of inventory accumulation
edged down in the summer but appears
to have picked up again in the closing
quarter of the year as trade sales
showed no further rise.

Inventory investment during the year
also reflected special influences affecting
steel and automobiles. The stockpiling
of steel against the possibility of a steel
strike at the end of July bolstered in-

ventory investment in the first half of
the year; with a strike averted, steel
consumers liquidated stocks during the
second half. Auto dealers added heavily
to their stocks in the first 6 months of
1968 to make up for the deficiencies
caused by the auto strike in late 1967,
but made only slight further additions
in the final 6 months.

The ratio of nonfarm stocks to GNP
in 1958 dollars (chart 15) continued to
recede during the year from the peaks
of early 1967, but remained above the
average of the preceding 5 years.

Manufacturers’ additions

With contributions from all major
industries, manufacturers of durable
goods added about $2 billion to their
stocks in 1968, down from a $3 billion
increase of 1967. The defense product
industries, whose additions to inventory
made up one-half of the total in 1967,
contributed only one-third of the smaller
1968 increase. The rate of inventory in-
vestment by machinery and equipment
firms also fell in 1968, with the total
stock increase for this group only one-
quarter of the 1967 increase.

B ERERNE L s . O
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The major increase in durable goods
manufacturers’ inventories in 1968 oc-
curred in the work-in-process stage of
fabrication, although holdings in both
the materials and supplies and finished
goods categories also rose during the
vear.

Stocks held by nondurable goods
manufacturers rose $1.8 billion in 1968,
about $% billion more than the year
before. The 1968 increase was widely
distributed among the component in-
dustries. About 60 percent of the
advance consisted of finished goods,
with the remainder fairly evenly divided
between materials and work-in-process.

Trade inventories rise

Durable goods retailers, whose stocks
declined in 1967, contributed most to
the expansion in retail inventories
during 1968. Virtually all of the $1%
billion increase was attributable to
larger holdings of retail auto dealers,
in sharp contrast to the decline in
these stocks during 1967. Other major
durable goods retailers lifted their stocks
slightly during 1968 but with gains some-
what less than those of the year before.

Stocks held by mnondurable goods
dealers rose at a steady pace throughout
the year, accumulating $0.7 billion for
the year as a whole —$% billion more
than in 1967. Most of the increase
was reported by general merchandise
stores.

Wholesalers added about $0.7 bil-
lion to their stocks in 1968, less than
the accumulation in 1967. Durable
goods wholesalers accounted for the
bulk of this increase, largely in the

Manufacturing and Trade:

SURVEY OF CURRENT BUSINESS

metals and metal products groups
affected by the threatened steel strike
in the middle of the year.

Stocks of nondurable goods whole-
salers showed little change this year
as compared with about a $1 billion
increase in 1967. A slow start in the
first quarter and widespread increases
during the second were followed by a
drop in the third, due largely to
smaller holdings of farm products and
raw materials. During the fourth
quarter, the trend turned upward again.

Stock-sales ratio

The foregoing analysis of inventory
changes was based largely on stock
holdings after inventory valuation ad-
justment (GNP basis). In terms of book
values, manufacturing and trade inven-
tories rose about $10 billion during
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1968, considerably more than the $6.6
billion rise in the preceding year. Over
$3 billion of the 1968 book value rise
was attributable to higher inventory
replacement cost. Manufacturers’ stocks
rose nearly $6.0 billion during the year,
retailers’ stocks over $3.0 billion, and
wholesalers’ inventories about $1.0
billion.

For all manufacturing and trade
firms, the ratio of (book value) stocks
to sales was lower at the end of No-
vember 1968 than at the end of 1966
and 1967. However, the ratio was
higher than those for the preceding 5
years. The same broad pattern is evi-
dent in the separate ratios for manu-
facturing, wholesale trade, and retail
trade. It may well be that with ex-
pectations of rising sales and prices,
businessmen do not consider their in-
ventory position to be burdensome.

Government Expenditures and Receipts

GOVERNMENTS at all levels made
an important contribution to the rise in
final demand last year. Their purchases
of goods and services rose nearly $19
billion—divided about equally between
Federal and non-Federal—to a total of
$197 billion. Although the increase was
somewhat smaller than in the previous
year, its share of the rise in total produc-
tion was considerably less—25 percent
as compared with 50 percent in 1967.
Nondefense outlays (including those of

Ratios of Stocks to Sales

Manufacturing Retail Merchant wholesalers
Total -
End of | manufac-
year turing Durable Non- Durable Non- Durable Non-
and trade | Total goods durable Total goods durable | Total goods durable
industries goods stores goods establish- goods
industries stores ments establish-
ments
1961 ____. 1. 50 1.68 1. 93 1.42 1.39 1.86 118 1.16 157 0. 86
1962_ ... __ 1.53 177 2.05 1.48 138 1.82 1.18 1.15 1. 57 .85
1963 ... 1.49 1. 66 1.91 1.39 1.40 1.84 1.20 1.16 1. 54 .88
1964 .. . 1.45 1.62 1.83 1.37 1.37 1.74 118 1.13 1.49 .85
1965.. . 1.45 1.59 1.80 1.34 1.40 1.84 1.18 1.13 1.47 .86
1966 . ... 1.56 1.72 2.00 1.37 1.51 2.11 122 1.22 1.61 .9
1967 ... 1. 56 1.73 2.0 1.37 1.49 2.07 1.22 1.23 1.57 .94
1968 1 1.53 1.67 1.98 1.31 1.47 2.08 1.18 1.19 1. 50 .92

1 End of November,

State and local governments) rose about
$12 billion in 1968 as compared with
about $10% billion in 1967. Returning
to the pattern of change in the early
1960’s, these purchases advanced more
than those for defense. The earlier
trend was broken around mid-1965
when the Federal Government stepped
up its outlays for the war in Vietnam.

Other government expenditures, such
as transfer payments and interest, also
continued to increase in 1968. The
$7% billion advance over the previous
year brought the rise in total expendi-
tures of all governments to about $26
billion (NIA basis).

Large as these were, they were ex-
ceeded by an increase in receipts of
$33% billion. The 1967-68 advance in
receipts was a record gain, the result of
increased yields from existing taxes
in a rapidly expanding economy and
new taxes or higher tax rates at all
levels of government, notably the
Federal surcharge on individuals and
corporations. The Federal tax increase
was enacted at midyear in an effort to
minimize the Federal budget deficit
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and to dampen inflationary pressures
in the economy.

Smualler deficits in 1968

With receipts advancing more than
expenditures, both Federal and State
and local governments moved toward
smaller deficits in 1968. The change was
most pronounced in the Federal sector,
where the deficit declined to $5% billion
from the record $12% billion level shown
in 1967. This change occurred primarily
in the second half of the year, when the
deficit averaged about $1}4 billion at an
annual rate as compared with more than
%9 billion in the first half. The sharp
second-half shift reflected the higher
taxes and lower expenditures called for
by the Revenue and Expenditure Con-
trol Act of 1968 passed by Congress in
June.

This legislation provided for (1) a 10
percent surcharge on corporate and
individual income taxes, effective Jan-
uary 1, and April 1, 1968, respectively,
with individual withholding beginning
July 15; (2) an extension of the 1967
excise tax rates on automobiles and
telephone services to January 1970; and
(3) a ceiling on expenditures in fiscal
1969 that allowed for some exemptions,
such as expenditures for Vietnam,
interest, and social security. The new
legislation also placed a limitation on
the number of civilian employees in
the Federal Government.

Federal Government

The Federal Government purchased
$100 billion of goods and services in
1968. The advance of nearly $9% billion,
although substantial, was the smallest
since the Vietnam buildup began in
1965.

Defense spending increased only $6%
billion last year as compared with
nearly $12 billion in 1967 primarily
because of slower growth in the delivery
of goods. These deliveries accounted for
a much smaller proportion of the gain
in defense purchases than in 1967, as
the following table shows:

SURVEY OF CURRENT BUSINESS

1966 1967 1968

Change from previous
year, ($ billions)

—
-

National defense purchases.____._ 0.4
Employee compensation.. ____ 3.6
6.9

1.
2.
All other goods and services_ . 9.

[=2¢ .1 -}
wwe
W

Moreover, most of the slowdown in
the deliveries of goods was centered in
the procurement of major defense items.

1966 1967 1968

Change first 9 months,
($ billions)

Total procurement __________.___._ 3.2 4.1 0.7
Afreraft_ ... ... 1.2 1.4 ...
Ordnance, vehicles, and

lated equipment. ._..___.____ .8 2.5 .7
Electronics and communica-

tions equipment.._.._.__.__ .2 2 .3
All other procurement.__..____ 1.1 ... -.3

Of the other major defense expenditure
categories, operation and maintenance
costs were up considerably less in the
first 9 months of 1968 as compared
with the same period of 1967, while
expenditures for research and develop-
ment declined.

In contrast to last year’s smaller
gains in the purchases of goods, com-
pensation of military and civilian per-
sonnel advanced somewhat more than
in 1967. The strength of the Armed
Forces increased by about 150,000 men
through the first half of the year,
peaking in June at over 3.5 million.
This increase partly reflected the reserve
callup following the Tet offensive and
the Pueblo incident. However, from
June to November (the latest month
available) there was a decline of over
100,000 men. Civilian employment in
the Department of Defense, about 1.1
million employees, showed little change
after increasing substantially in 1967.

Two civilian and military pay raises
also added to the increase in 1968 com-
pensation. The first, effective in October
1967, added about $% billion to the
1968 increase in Defense Department
compensation; the second raise, effec-
tive July 1968, added another $% billion.

Surge in nondefense purchases

Federal nondefense purchases regis-
tered a record $3 billion gain that
brought the total to more than $21
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billion for the year. This rise was due
to two major factors. The first was a
$2 billion increase in purchases by the
Commodity Credit Corporation. The
large advance in agricultural purchases
was a result of expanded output,
particularly in wheat and soybeans,
whose prices fell considerably. The
second factor responsible for the rise
was a large increase in payrolls reflect-
ing the two pay raises. The following
table shows the composition of the
increases in nondefense purchases in
recent years.

1066 1967 1968

Change from previous
year ($ billions)

Total nondefense purchases______ .0 1.4 2.9
Employee compensation___.._. .6 .4 7
Commodity Credit Corpora-

200 Y, -1.6 1.2 2.1
NASA ...l 4| -1 -.3

0ASDI benefits advance

Other categories of Federal expendi-
tures—transfers, grants, interest, and
subsidies—amounted to more than $82
billion in 1968. These advanced more
than $9 billion last year, or some $1
billion more than in 1966 and 1967.
As in 1967, transfer payments to
persons were the strongest element in
the advance, accounting for over $5%

RN CHART 16

Federal Deficit

Tax increase and expenditure slowdown
reduced deficit in second half

Billion $

2d
1968
Half Years, Seasonally Adjusted at Annual Rate

1st 2d
1966

Ist 2d st

1967

U.S. Department of Commerce, Office of Business Economics £9-1-16
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billion of the total gain. However, in
contrast to 1967, when medicare trans-
fer payments accounted for half of the
increase in total transfers, over 60
percent of the 1968 rise resulted from
OASDI benefits.

The large gain in OASDI payments—
about $3% billion— was mainly the
result of the 1967 amendments to the
Social Security Aect. The chief pro-
visions under these amendments called
for 213 percent across-the-board increase
n benefits—the sixth since the program
started and the largest since 1950—
and a rise from $44 to $55 in the
minimum monthly payment.

The Social Security Amendments of
1967 also enlarged the medicare pro-
gram by allowing for expanded coverage
of medical care and services. Cur-
rently, medicare has an enrollment of
over 19 million persons, some 9 million
of whom received benefits last year.
Medicare transfers totaled more than
$5% billion in 1968, an increase of about
$1 billion over 1967, because of in-
creased utilization and rapidly rising
hospital and medical costs. For example,
according to the Social Security Ad-
ministration, hospital charges per claim

Increases in Federal Government Receipts
Due To Higher Yields From Existing Taxes
and Tax Changes
% Total receipts show record increase of

$26 hillion in 1968

® Yields from existing taxes were $17 hillion

& Tax changes added $9 billion

Billion $
30
25 - —1
Total Receipts
20 |- —
15 |- -
Due to Yields From
Existing Taxes
10 —
Due to
5 Personal &
Corporate
Surtax
0

Change From Previous Year

U.S. Department of Commerce, Office of Business Economics 69-1-17
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(not all of which are reimbursable)
increased from $656 in July 1967 to
$737 in July 1968. Medical charges per
bill (again, not all reimbursable) in-
creased from $59 in August 1967 to $64
in August 1968.

Larger benefits for veterans also
added to the rise in personal transfers.
The largest increase occurred in educa-
tion benefits for veterans returning
from Vietnam. Veterans’ pensions and
readjustment benefits also rose owing
to cost-of-living increases and other
adjustments provided for by recent,
congressional action.

Medicaid boosts grants

Grants-in-aid to State and local
governments—nearly $18% billion last
year—advanced more than $2% billion,
almost double the rise of 1967. Public
assistance grants, particularly for aid
to dependent children (AFDC) and
medicaid, accounted for the bulk of
this increase, rising by over $% billion.
The number of recipients receiving
AFDC increased from 5.1 million in
August 1967 to 5.7 million in August
1968; the average monthly payment in
the same period increased from about
$38 to $42. Highway grants rose almost
$% billion in 1968 after declining nearly
$% billion in 1967, when they were held
back for some time as a means of
limiting budget expenditures.

Net interest paid amounted to nearly
$12 billion in 1968, advancing by over
$1% billion because of rising interest
rates and a larger public debt. The rise
in market interest rates to the highest
levels in 40 years accounted for about
two-thirds of the higher costs of financ-
ing the Federal debt. The average
interest rate (as of November 30) was
about 4.6 percent on an interest-bearing
debt of $354 billion as compared with
4.3 percent on a debt of $342 billion in
1967.

Subsidies (less the current surplus of
government enterprises) recorded a
moderate decline of about $% billion for
the second straight year. This decline
was the result of offsetting factors: (1)
Government payments to farmers
showed a gain of about $% billion owing
to increased participation in the feed
grain program, while (2) government

January 1969

enterprise deficits, particularly for the
CCC and the Post Office, were down
nearly $% billion from 1967. The decline
in the Post Office deficit reflected postal
rate increases, partly offset by pay
raises for postal workers.

Record rise in receipts

Federal receipts advanced a record
$26 billion in 1968 to nearly $177 bil-
lion. About $17 billion of this excep-
tional rise was due to increased yields
of existing taxes on higher personal
income, profits, and employment. The
additional $9 billion was the result of
the 10 percent surcharge on personal
and corporate taxes—nearly $7 billion
of the total-—and of an increase in the
maximum earnings subject to social
security taxes.

Among the various types of receipts,
the largest increase—about $12 bil-
lion—was in personal tax and nontax
receipts. Over one quarter of this ad-
vance was the result of the surcharge
that affected payrolls beginning July
15. However, even before the surcharge
went into effect, personal taxes were
increasing rapidly because of the sub-
stantial gains in personal income and a
rising marginal withholding rate.

Corporate profits tax accruals ad-
vanced $7% billion last year. The in-
crease was divided about equally be-
tween the effects of the surcharge and
the large rise in corporate profits.

Indirect business taxes also moved
ahead strongly—about $1% billion—in
contrast to relatively smaller gains
throughout the 1960’s. Tax liabilities
on autos and trucks led the advance,
reflecting the recovery of vehicle pro-
duction following the 1967 decline.

Contributions for social insurance
programs advanced $43 billion; this
was some $1 billion more than the
increase in 1967, but was well below
the record $8 billion gain recorded in
1966. Most of the 1968 rise—over $4
billion—came in OASDHI contribu-
tions. The increase in the wage base for
social security tax purposes—from $6,-
600 to $7,800 effective in January—
accounted for $2 billion of this advance.
Also, in April, the voluntary sup-
plementary medical insurance (SMI)
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monthly payment was increased from
$3 to $4, adding some $200 million to
contributions. This category of receipts
will also advance sharply in 1969 as
the combined social security tax rate is
scheduled to increase from 8.8 to 9.6
percent this month, adding about $3
billion (annual rate) in the first quarter.

State and Local Governments

State and local governments con-
tinued to be an important factor in
final demand, generating $97 billion in
purchases of goods and services in 1968,
$9 billion more than in 1967.

As usual, the rise in purchases cen-
tered in employee compensation, which
advanced almost $5% billion. Average
pay and employment levels continued
their steady growth. State and local
government employment increased
nearly 500,000 persons last year, with
about two employees being added in
education for each employee added in
all other funetions combined.

New construction outlays advanced
over $2 billion, slightly exceeding the
1967 increase. KEducation construe-
tion—a major component of the total—
showed signs of leveling off, while ex-
penditures for mass transit systems,
highways, and hospitals moved up
sharply.

The past few years have witnessed
large increases in purchases other than
those for compensation and construc-
tion, largely because of Federal pro-
grams. In particular, Federal grants
for medicaid have expanded State and
local purchases in the areas of health
and welfare; by 1968, most State gov-
ernments had enacted legislation to take
advantage of the Federal program. As
a result, expenditures on these pro-
grams last year increased about $1%
billion to over $4 billion. This was
twice the amount spent 2 years ago
and compares with outlays of only $%
billion in 1960.

Other types of expenditures, such as
transfer payments and net interest
costs, advanced about $1 billion in 1968,
somewhat more than the preceding year.
Almost all of this rise occurred in trans-
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fer payments, which totaled over $9%
billion. The advance was attributable
to both higher benefit payments and a
substantial increase in the number of
public welfare recipients, which in-
creased more than one-half million
persons in the first 9 months of 1968.

Receipts up sharply

Receipts of State and local govern-
ments totaled about $102% billion in
1968 for an increase of $10% billion,
after an advance of $7% billion in 1967,

Of the major types of receipts, the
largest—indirect business taxes—ae-
counted about one-half of the increase.
Property taxes represented $2% billion
of this rise, while State sales taxes in-
creased $1% billion, or more than 50
percent above the previous year’s gain.
Two-thirds of the 1968 advance was
due to higher tax rates; 17 States
raised sales taxes in the last 2 years. In
addition, indirect business taxes were
augmented by increased tax rates on
motor fuel and cigarettes in several
States.

Personal tax and nontax receipts
rose more than $2 billion, or 15 percent.
Rising incomes as well as higher tax
rates in New York, Massachusetts,
Mississippi, and the District of Col-
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umbia and a new personal income tax
in Nebraska contributed to this large
increase.

Corporate income tax aceruals ad-
vanced over $% billion. A large share of
this rise was attributable to higher rates
in six States and the District of Col-
umbia and to the adoption of new
corporate income taxes in Michigan
and Nebraska.

A summary of tax changes and new
tax enactments by State governments
appears in the table below.

While State and local yields from
taxes were rising by slightly over 10
percent, Federal government grants-
in-aid increased over 17 percent, or
$2% billion. Much of this advance is in
the form of built-in increases and does
not represent new programs or major
changes in existing ones. For example,
as the number of persons on welfare
increases, public assistance grants (in-
cluding medicaid) rise automatically as
the Federal government must match
State and local outlays for these
programs.

Second consecutive deficit

Despite growing surpluses of em-
ployee pension funds, State and local
governments recorded a deficit for the

Tax Changes of State Governments, 1968

Personal
income

Corp.
income

Est.
yield ($
millions)

Liquor | Gasoline | Other !

Mississippi-
Nebraska._.
New Jersey...
New Mexico..
New York....
Oklahoma._._
Pennsylvania._
Rhode Island.__.
South Carolina..
South Dakota__.

Vermont. ..

Virginia_ . _.__ S
West Virginia_._ .. ... .

States with tax taking no action____.__ 33 29

X n.a.
n.a.

38 43 47 44 42

N New tax.

X Increase in existing levy.

N.a. Not available.

1 Alaska, aviation fuel excise and oil and gas production
tax; Kentucky, motor vehicle usage tax and realty transfer
tax; New Jersey, motor vehicle licensing and registration
and realty transfer tax; New York, realty transfer tax;
Scuth Carolina, gift tax; South Dakota, realty transfer tax;

Texas, franchise tax; Vermont, rooms and meal tax.

2 Commuter tax applicable only to New York residents
working in New Jersey increased to conform with New
York rates.

Sources: Tax Administration News; Tax Foundation, Inc,;
Commerce Clearing IHouse; Office of Business Economics.
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second consecutive year. In 1968, these
pension funds recorded & surplus of
approximately $4J% billion, up from $4
billion a year earlier. In contrast, gen-
eral funds of these governments con-
tinued to register a substantial deficit.
Although general fund deficits have
been common throughout the 1960’s,
they have grown markedly in the past
2 years. Increasingly, State and local
administrators, faced with public con-
cern about increasing tax rates, have
turned to credit markets for new
sources of funds. This has been evident
in the past 2 years, when new bond
issues by State and local governments
increased very sharply despite rising
interest rates. In 1967, bond issues
increased almost 29 percent, and for
the first 10 months of 1968, they were
about 20 percent ahead of the com-
parable period a year earlier.

IR CART 18

Fiscal Position of
State and Local Governments
Deficit shown for second straight year

Billion $
4

ALL TRANSACTIONS

2 -
Surplus

Deficit

1960 62 64 66 68
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National Income

LAST year’s advance in GNP was
reflected in widespread income gains.
Employee compensation posted a rec-
ord annual increase of $45% billion, or
93, percent. Corporate profits, which
had declined in 1967, recovered
strongly; on the basis of data that
are still incomplete, before-tax profits
rose 13 percent. Business and profes-
sional income as well as rental income
rose about in line with recent experi-
ence, while the rise in net interest
accelerated. Farm proprietors’ income
recovered sharply from the 9% percent
decline in 1967. Rising prices for farm
products and a step-up in government
payments were mainly responsible for
last year’s 5 percent increase in farm
proprietors’ income.

All told, the rise in national income
came to $60 billion or 9 percent—a
substantial advance over the 5 percent
rise the year before. Although the
dollar gain was the largest ever, the
relative increase fell short of the 10
percent increase of 1966.

Employee compensation rises

Increased employment and much
higher rates of pay brought about
record dollar increases in private and
public payrolls last year. The $45%
billion rise in employee compensation
reflected a $30 billion gain in private
wages and salaries, a $10 billion rise in
government payrolls including mili-
tary, and nearly a $5% billion advance
in supplements (mainly employer con-
tributions to Social Security and to
private pension funds and health
programs).

Increased man-hours accounted for
only a minor part of last year’s 9 per-
cent gain in private wages and salaries
(chart 19). With shortages in many
labor markets already common as the
year began, the heightened demands of
1968 elicited a sizable but not unusually

large rise in employment—1.5 million
or 2.8 percent. This was well below the
average 4 percent gain in the years
1964-66, when large production ad-
vances occurred in a setting of higher
unemployment.

The increase in employment last year
accounted for all of the increases in
man-hours as weekly hours of work,
which have shown a secular downtrend
for nonsupervisory employees, de-
creased slightly. Hours of work rose in
most manufacturing industries, but
this increase was more than offset by
shorter hours in construction and trade.

Percent Change in National Income, by

Industry

1966-67 | 1967-68

All industries, total ... _________._ .. __. 5.2 9.2
Agriculture, forestry, and fisheries___ —4.9 5.1
Mining and constraction. 3.1 7.6
Manufacturing..... ... ... 2.5 9.7
Nondurable goods.... .- .- 3.6 9.5
Durablegoods_____._... _______._.___. 1.9 9.8
Transportation___... ... .. ... 4.4 7.3
Communication. ... ... . ....o...._... 4.8 9.2
Electric, gas, and sanitary services 5.7 8.5
‘Wholesale and retail trade__...__.._.__.._. 5.8 9.0
Finance, insurance, and real estate..._._. 5.7 9.0
SOIVICOS, - oo oo 8.4 8.2
Government and gov’t. enterprises.._.____ 10. 6 11.6
Restoftheworld________ . ________.______ 9.5 8.7

In the latter group, the growing im-
portance of part-time workers was
responsible for a continuation of the
long-term decline in weekly hours.

Higher average hourly earnings, on
the other hand, accounted for more than
two-thirds of the rise in private pay-
rolls. The 6.3 percent increase in hourly
earnings of nonsupervisory workers was
substantially greater than the average
4.7 percent rise of 1966 and 1967 and
the average 3.2 percent rise during
1961-65.

Government civilian payrolls con-
tinued their steady upward trend last
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year, posting a record gain of $8 billion
over 1967. State and local governments
were responsible for $5% billion of this
increase as a result of both higher em-
ployment and higher rates of pay. After
rising early in the year, Federal civilian
employment was reduced as part of
the program of fiscal restraint passed
in late June. For the year as a whole,
the employment gain was the smallest
since 1964, and the major part of the
$2% billion rise in Federal civilian pay-
rolls reflected higher rates of pay.
Military payrolls rose about $2 billion
from 1967 to 1968 chiefly as a result
of pay increases.

Corporate profits higher
Strong market demands in 1968 per-

I CHART 19

Nonagricultural Establishments

The 1968 rise in private
nonfarm payrolls . . .

Percent Ch
12 E

reflected a sharp increase in
rates of pay . . .
8

AVERAGE HOURLY EARNINGS

a rise in employment . . .
EMPLOYEES

= 1 '
o]

and a slight dip in weekly hours of work
AVERAGE WEEKLY HOURS

O e — e —

1963 64 65 66 67 68*

*Preliminary
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mitted a widening of corporate profit
margins, and with the volume of corpo-
rate output higher, profits before taxes
rose sharply. On the basis of data that
are still incomplete, before-tax profits
rose about $9 billion to a record $89
billion—a development that stands in
marked contrast to the $33 billion
decline a year earlier. In relative
terms, the rise in profits amounted to 11
percent and, during the current cyclical
advance, was surpassed only by the
143 percent increase scored in 1965.
Profits were higher for all the broad
industry groups in 1968, but the rise
was most pronounced in manufacturing,
particularly durable goods.

Book profits, which include gains or
losses due to differences between the
replacement costs of goods taken out
of inventory and their recorded acqui-
sition costs, rose even more than the
national income version of profits.
This was due to the behavior of the
inventory valuation adjustment (IVA).
With wholesale prices rising more
rapidly in 1968 than in 1967, the IVA
increased from $1.2 billion to $3.1
billion; consequently, book profits rose
$1.9 more than the national income
measure.

Corporate tax liabilities rose very
sharply in 1968, partly because profits
were higher, but mainly because of the
increase in taxes resulting from the
imposition of the surtax. After-tax
profits were only $3 billion or 6 percent
higher in 1968 than in 1967. Moreover,
with dividend payments rising nearly
the same amount as after-tax profits,
retained earnings (at $26.4 billion)
were only about $1 billion above those
of 1967 and were still significantly
below their 1966 record high of $29.3
billion. Most of last year’s rise in cor-
porate internal funds came from a $4
billion increase in capital consumption
allowances.

Industry gains widespread

All industries contributed to the 1968
income rise. The income originating in
nearly all the major industry groups
was considerably greater last year than
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in 1967, with most gains falling in the
rather narrow range of 7 to 10 percent.
Government showed an above-average
increase of 11% percent, and agriculture,
a below-average advance of 5 percent.
Contrasts with the relative changes in
1967 were most striking in the case of
manufacturing, notably durable goods,
and agriculture, as may be seen in the
table on p. 18.

I CHART 20
Corporate Profits

Book profits before taxes rose
sharply in 1968 . . .

Billion $ Change From Previous Year

'3 [ BEFORE TAX
(Excl. V)

but taxes were also higher, partly
because of the surtax . . .

TAX LIABILITY

-5

and after tax profits were up only
moderately

AFTER TAX

10

With dividend payments higher . . .
DIVIDENDS

the rise in undistributed profits
was small

UNDISTRIBUTED PROFITS

1963 64 65 66 67 68>

*Preliminary

U.S. Department of Commerce, Office of Business Economics 69-1-20
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NATIONAL INCOME AND PRODUCT TABLES

1067 1968 1967 1968
1967 | 1968 » | III v I I oI | IVve| 1967 (1968 »( III v I I Ir |Ive
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of current dollars Billions of 1958 dollars
Table 1.—Gross National Product in Current and Constant Dollars (1.1, 1.2)
Gross national product. . 789.7 | 860.7 | 795.3 | 811.0 | 831,2 | 852,9 | 871.0 | 887.8 | 673.1 | 706.9 ) 675.6 | 681.8 | 692.7 | 703.4 | 712.3 | 719.1
Personal t penditures_______.___.___.._. .-.| 492.2 | 533.7 | 495.5 | 502,2 } 519.4 | 527.9 | 541.1 | B46.3 | 430,5 | 450.7 | 431.8 | 434,1 | 444.9 | 447.5 | 485.7 | 454.8
Durable goods. . ccieemaeee 72.6 | 825 73.1| 742 79.0| 8L.0| 85.1) 84.8] 724 800/ 726 | 73.0| 77.3| 78.9| 825 | 8L4
Nondurable goods_ ... 215.8 | 230.2 | 216.4 | 218.4 | 226.5 | 228.2 [ 232.7 | 233.56 | 191.1 | 197.0 | 191,1 | 191.6 | 196.5 | 196.1 | 198.5 [ 196.8
SerVICeS. e mmmmcminaas 203.8 | 221.0 | 205.9 | 209.6 | 213.9 | 218.7 | 223.4 | 228,0 | 167.0 | 173.8 | 168.1 | 160.5 | 171.0 | 172.6 | 174.8 | 176.6
Gross private d stic in | S 114,3 | 127.5 | 114,7 | 121,8 | 119,7 | 127,3 | 127.1 | 136.1 | 99.5 | 106.8 | 99.3 | 104,7 | 101.5 | 107.3 | 105.8 | 112.5
Fixed Investment oo memmman 108.2 | 120.0 | 109.3 | 113.5 | 117.6 | 116.5 | 119.6 | 126.0 | 93.6 | 99.8 | 94.0 [ 96.7 | 99.5( 97.4 | 99.0 | 103.4
Nonresidential . __.____._. -} 83.6| 90.0 83.3| 850 83.6| 87.0| 9.1 942 | 73.7| 7671 73.2| 740 | 76.5| 74.5| 76.6 | 79.4
ebures. - meomecimemaes 229 20.2| 2.7 21.7) 20.6 | 28.5| 28.8 | 20.8{ 22,6 { 225 222 | 221} 23.4] 221} 2.9} 225
Producers’ durable equipment.... —— 55,7 | 60.8| 55.6 | 57.3 | 59.0 | 58.5| 61.3 | 644 51.1 | 543 | 510 52.0| 53.0| 52.4) 54.7 | 57.0
Residential structures. - ol 24.6 | 30,0 26.0 28.5( 290.1| 29.5| 20.5| 3.8 19,9 23.1| 20.8 22.7( 23.0( 22.9| 224 240
Nonfarm._._ 24,0 29.4} 254 27.9 ] 28.5| 289 28.9| 3.2 19.5| 22.6 | 203 | 222} 22,6 22.5| 2.9 | 23.5
Farm.... .6 .6 .6 .6 .6 .6 .6 .6 .5 .5 .5 .5 .5 .5 .5 .5
Change in business inventories. . . cimas 6.1 7.6 53 8.3 2.1 10.8 7.5 | 10.0 5.9 6.9 5.2 8.0 2.0 9.9 6.8 0.1
A3 68 1+ SRR, 5.6 7.2 4.8 7.1 1.6 | 10.4 7.3 9.2 5.3 6.5 4.5 6.7 1.6 9.6 6.6 8.4
Farm .- .5 .4 .6 1.2 .4 .4 .1 .8 .6 .4 .7 1.3 .4 .4 .1 .8
Net exports of goods and services. . .- 4,8 2.4 5.4 3.4 L5 2,0 3.3 3.0 2,4 .2 3.1 1.0| —1| —.6 7 J
Exports.._._. 458 | 50.6] 46.1 | 46.0 | 47.5| 49.9 ! 52.6 | 52.4 9 .7
T POTS. oo citmm et mmcm e mccemammm—m—————— 41,0 48.2 | 40.6 | 42.6 | 46.0 | 47.9 | 49.4 49.5 .9 .
Government purchases of goods and services....._.._..._____..... 178.4 | 197.1 | 179.6 | 183.5 | 190,5 | 195.7 | 199.6 | 202.5
Federal —n - 90.6 | 100.0 1 91.3{ 03.5| 97.1| 100.0 | 101.2 | 101.6
National defense | 72.4( 789 729 746 76.8| 79.0| 79.6 ,0
(617173 S S PSP 18.2 | 211 18.4 | 19.0| 20.3 | 21.0| 21.5| 216
State and local.. 87.8| 97.1 | 88.4 00.0 | 93.4| 95.6 | 98.4 ( 100.8

Table 2.—Gross National Product by Major Type of Product in Current and Constant Dollars (1.3, 1.5)

Gross national product_._..____________._____ 789,7 | 860.7 | 795.3 | 811.0 | 831.2 | 852,9 | 871.0 | 887.8 | 673.1 | 706.9 | 675.6 | 681,8 | 692,7 | 703,4 | 712.3 | 719.1
Final sales 783.6 | 853.1 | 789.9 | 8027 | 820.1 | 842.1 | 863.5 | 877.8 | 667.2 | 600.0 | 670.4 | 673.8 | 690.7 | 693.5 | 705.5 | 710.0
Change in business inventories. .. - .| 6.1 7.6 5.3 8.3 2.1 | 10.8 7.6 | 10.0 59 6.9 5.2 8.0 2.0 9.9 6.8 9.1
Goods output -- 396.9 [ 430.9 | 398.9 | 404,8 | 414.9 | 428.4 | 436.9 | 443.3 | 361.0 | 380.3 | 361.9 | 364.4 | 370.4 | 379.2 | 384.7 | 386.8
Finalsales ... oo, .| 390.8 | 423.3 | 393.6 | 396.5 | 412.8 | 417.6 | 429.5 | 433.2 | 355.1 | 373.4 | 356.7 | 356.4 | 368.4 | 360.3 | 378.0 | 377.7
Change in business inventories_...________ . .. _______._____ 6.1 7.6 5.3 8.3 2.1] 10.8 7.5 | 10.0 5.9 6.9 5.2 8.0 2.0 9.9 6.8 9.1
Durable goods. ... ... ... 161.1 | 164.1 | 168.2 | 175.3 | 180.0 | 183.1 { 150.3 | 162.1 | 151.6 | 162.8 | 155.9 | 161.2 | 164.9 | 166.3
Final sales 157.3 | 159.9 | 166.7 | 160.1 | 175.1 | 177.9 | 147.6 | 158.1 | 148.2 | 149.0 { 154.5 | 155.6 | 160.5 | 161.7
Change in business inventories. . 3.8 4.2 1.5 6.2 4.9 52 2.7 4.0 3.4 3.8 1.4 5.6 4.4 4.6
237.8 | 240.7 | 246.7 | 253.1 | 256.9 | 260.2 | 210.7 | 218.2 | 210.2 | 211.6 | 214.5 | 218.0 | 219.8 | 220.5

236.2 | 236.6 | 246.1 | 248.5 | 254.4 | 256.8 | 207.5 | 215.3 | 208.5 | 207.5 | 213.9 | 213.7 | 217.4 | 216.0

15| 4.1 6| 46| 25| 49} 32| 30| 18| 41 6| 43| 24| 46

317.5 | 324.7 | 330.4 | 339.2 | 347.6 | 354.0 | 249.6 | 260.1 | 251.2 | 253,2 | 255.1 | 258.7 | 262.3 | 261.5

78.8 | 81.5| 85.8| 85.4| 86.4 | 90.6| 62,5 | 66.4 | 625 64.2| 67.2| 655 65.2| €7.7

Table 3.—Gross National Product by Sector in Current and Constant Dollars (1.7, 1.8)

Gross national product......_______.__. 789.7 | 860.7 | 795.3 | 811,0 | 831,2 | 852,9 | 871.0 | 887.8 | 673.1 | 706.9 | 675.6 | 681.8 | 692,7 | 703.4 | 712.3 | 719.1
Private. oo 704.8 | 766.4 | 709.8 | 722.3 | 740.3 | 759.9 | 775.0 | 790.3 | 614.0 | 644.8 | 616.0 | 621.7 | 631.8 | 641.6 | 649.7 | 656.2
Business...._______ 677.9 | 737.4 | 682.4 | 694.1 | 712.4 | 730.8 | 745.6 | 760.7 | 594.0 | 623.8 | 595.6 | 600.8 | 611.4 | 620.5 | 628.5 | 634.9

Nonfarm ] 653.7 | 712.4 | 658.0 | 669.4 | 688.1 | 706.1 | 720.2 | 735.2 | 569.9 | 509.9 | 571.2 | 576.3 | 587.8 | 506.2 | 604.5 | 610.9

B 242 | 25.0| 24.4| 248| 243| 24.7| 25.5| 25.5] 24.1| 23.9| 24.4 | 245 23.6 | 24.3| 240 240

Households and institutions.__
Rest of the world..

....................... 22.3) 240 225 229} 23.5| 242 24.2| 242| 155 16.1( 156 157 16.1| 163! 16.2 | 160
....... -- 46| 50| 50| 83| 44| 49| 52| 54| 45| 49| 49| 52| 43| 48 51} 53
General government. ... 84.8| 943! 85,4 88.6| 90.8| 93,0 96.0| 97.6| 59.0| 62.0| 59.6 | 60,1 60,9 | 61.8| 62.6| €2.9

» Preliminary.
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Table 4.—Relation of Gross National Product, National Income,
and Personal Income (1.9)

Table 6.—National Income by Type of Income (1.10)

Gross national produet_.____..__.___..

Less: Capital consumption allowances.

Equals: Net national product.._.......

Less: Ind“{)e,ft business tax and nontax
1i

Statistical discrepancy_ ...

Plus; Subsidies less current surplus of
government enterprises...

E') 1a+ Nati, 1i

Less: Corporate profits and inventory

valuation adjustment__.._____
Contributlons for social insur-

Plus: Government transfer payments
topersons. ... ... __._._.._.
Interest paid by government

(net) and by consumers
Dividends_. . _..._._.....
Business transfer payments. ...

Equals: Personal income.___._._.____.

789.7 860.7
69.2 | 74.3
720.5 [786.4

795.3
70.0

811.0
711
739.8

82.3
43.0
0

49.7
24.2
3.2
645.2

831.2
72.3
758.8
72.8
3.2
—4.7
.6
688.1

83.8
45.8
.0

52.5
24.9
3.2
662.7

852,9
3.7
779.1
74.8
3.3
-3.6

a
705.4

89.2
46.5

55,0
25.7
3.3
678.1

871.0
7.9
796.1

91.6
47.4
.0

56.3
26.2
25.2

3.3

694.3

887.8
76.2
811.6

708.2

Table 5.—Gross Auto Product in Current and Constant Dollars

(1.15, 1.16)

National income . _..___..___.____. |652.9 712.8 1656,9 (670,9 (688,1 |705.,4 (722.5 |......
C tion of employeea. _.._..___. 468, 2 |513.6 (471, 5 (482, 7 [496.8 |507.1 |519.7 |530.7
Wages and salaries_ ... ........... 423. 4 (463.5 1426.3 |436.4 1448.3 |457.6 {469.0 1479.0
Private ... ... 337.1 |367.1 {330.4 [346.0 [355.7 [362.8 [370.9 [379.1
Military_ .. ... 16.3 | 18.3 | 16.1 | 17.1 | 17.5 | 17.8 | 18.9 | 18.8
Government civilian__.._.......___ 70.0 [ 78.1 | 70.8 } 73.3 | 76.2 | 77.0 | 79.1 | 8L.1
Supplements to wages and salaries___| 44.8 | 50.1 | 45.2 | 46.2 | 48.4 | 40.4 | 50.7 | 51.7
Employer contributions for social
insuranee._ ... ... 21.51{23.9(21.6 | 22.1|23.5|23.7| 242 | 24.4
Other labor income.......__..._.. 23.3(26.1)23.7)| 242250257 26.5]|27.3
Employer contributions to pri-
vate pension and welfare funds.| 19.8 [-.... fcooooi|oamcac]omcaas]omaaac]ccaac]oeenan
ther. .ol b . 7 (RPN [ERSRN FURIIIN PRGN SRR IR PRI
Proprietors’ income__ __..__._.__.. ... 60,7 | 62.9 [ 61,2 | 61,1 | 61,8 | 62,6 | 63.4 | 63.7
Business and professional___._...___ 46.3 | 47.8 | 46.6 | 46.8 | 47.2 | 47.8 | 48.0 | 48.2
Income of unincorporated enter-
prises. i eaeaoo.. 46.6 | 48.4 || il ]ecmcac|eaefeee
Inventory valuation adjustment..] —.3 | =6 |occoo ool feae e feaeeae
Farm. . ae 14.4 | 15,1 | 14.6 | 14.3 | 14.6 | 14.8 | 15.4 | 15.5
Rental income of persons__._.._..._... 20,3 21.0 | 20,4 | 20,5 | 20,7 | 20.9 | 21.0 | 21.2
Corporate profits and inventory valua-
tion adjustment___ ___.__.._ ... ... ___ 80,4 | 89.2 | 80,2 | 82,3 | 83.8 | 89.2 | 91.6 [......
Profits beforetax_................... 81.6(92.3 | 80.8 | 854|889 |91.8]|92.7 | _....
Profits tax liability_.____...______. 33.5(41.3 |33.2| 3511 39.8
Profits after tax._ . . 51,0 | 47.6 | 50.3 | 40.1 3
Dividends...._____._. 24.6 | 23.5 | 22.5 | 23.6 5
Undistributed profits 26.4 241279255263 2.0 |-.....
Inventory valuation adjustment_...|-1.2 |-3.1 | —.6 |—3.1 [-51 [-2.7 |-L0 |-3.7
Netinterest....._._..........._..._... 23,3 | 26.3 | 23.6 | 24,83 | 25,0 | 25,8 | 26.7 | 27.6

Table 7.—National Income

by Industry Division (1.11)

Billions of current dollars

Grossautoproduct ... _______________ 29.0 | 35.6 | 29.3 | 31.3 | 33.7 | 36.1 | 36.1 | 36.7
Personal consumption expenditures_| 24.9 | 30.0 | 254 | 25.3 | 28.4 { 20.0 | 3.6 | 3L.1
Producers’ durable equipment._..._.. 44| 53| 45| 45| 50| 51| 56| 55
Change in dealers’ auto inventories..| —.5 .8 {—1.0]| 14 .6 23| —.6] LO
Net exports. .. .oooooo oo, - 1| =7 d| =2 ~6| =8| —-7]|-1L1

Exports. . _ 16| 21 L9 18| L6 23| 24) 2.0
Imports 1.7] 2.8 1.8 20| 22| 29| 31 3.1

Addenda:

New cars, domestie 2. ... ... . __. 25.9182.2|26.0 280|300 328331 328

New cars, foreign________...._.._____. 29| 43! 31| 3.4| 40| 42| 4.0/ 50

Billions of 1958 dollars

Grossautoproduct.___.._______._____ 29.0 | 34.8 | 29.2 | 30.7 | 33.0 | 35.4 | 35.2 | 35.4
Personal consumption expenditures.| 24.8 | 20.1 | 252 | 24.8 | 27.7 | 28.3 | 30.7 | 29.9
Producers’ durable equipment _____. 44| 52| 48| 44| 50| 51| 55| 63
Change in dealers’ auto inventories..| —. § 8 (=10 L4 61 23| -6 10
Net exports...........__....... eeee] 0.0 —6 2| =1 —5|—4]—.6[-10

Exports... ... ... L7| 21] L9 1.8 1.6 23| 24| 20
Imports.......... ... L7| 27 17| 1.9 21| 28| 3.0 3.0

Addenda:

New cars, domestie3__..._...._______. 26.4 319 (264]27.9|2.9|32.7]|3828]322

New cars, foreign________..___..____... 29| 41| 30| 33| 39| 41| 39| 48
1. The gross auto product total includes government purchases, which amount to $0.2 billion

annually for the periods shown.

2. Differs trom the gross auto product total by the markup on both used carsand foreign cars,

» Prel

All industries, total _____._.______ 652, 9
Agriculture, forestry, and fisheries___.. 21.4
Mining and construction___._.. .| 39.7
Manufacturing ._____ _]196.6

Nondurable goods 75.8
Durable goods. .. ......._..__..__... 120.8
Transportation___ ... ... ... ____. 26.1
Communication J 131
Electric, gas, and sanitary services. 12.9

‘Wholesale and retail trade

Finaince, insurance, and real estate..._| 70.9

712.8

105.5

71.3
83.3

104.5
5.0

656.9

21.6
39.7
196. 6
75.9
120.7

26.3
13.2
13.1
97.9

7.5
7.7

94.3
5.0

670.9

98.0
5.3

688.1

219
41,3
207.7
80.1
127.7

100. 5
4.4

4 [722.5

22,9

42.9
218. 2

84,

Table 8.~Corporate Profits (Before Tax) and Inventory Valuation

Adjustment by Broad Industry Groups (6.

12)

All industries, total__.____..____. 80,4
Financial institutions__________. .. .. __ 10,3
Mutual. ... ... L9
517010 8.4
Nonfinancial corporations.____...._..__ 70,1
Manufacturing. ... . ..._.._.._. 39.2
Nondurable goods 18.0
Durable goods 212
Transportation, communication,
and public utilities....__..__.__.__ 11.8
All other industries. .- _..__.....__.. 19.0
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1067 1968 1967 1968
1967 (1968 »| III v I II III {IV > 1967 (19682 III | IV I II IIT [IV >
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of dollars Billions of dollars
1
Table 9.—Gross Corporate Product ! (1.14) Table 10.—Personal Income and Its Disposition (2.1)

Gross corporate product. ... 453.1 |496.1 (455.6 (464.6 477.7 | 4911 503.0/_.... Personal income.._____. 628.8 |685.8 (633.7 [645.2 |662.7 |s7s.1 694.3708.2
Capital consumption allowances.......| 43.4 | 47.1 | 44.1 | 44.9 | 45.7 | 46.7| 47.6 48.5 Wage and salary disbursements 423,4 |463.5 (426.3 436.4 |448.3 | 457.6| 469.0/479.0
Indirect business taxes plus tra Commodity-producing industries__|166.6 [180.5 [167.1 [170.5 {175.6 | 178.6] 181 6/186,1

payments less subsidies..._.._____ [ 40.6 | 44.4 | 41.0 | 41.6 | 42.6 | 43.7| 45.0f 46.4 Manufacturing.. . .__________ 134.1 [145.4 [134.6 |137.1 |141.2 | 143.8| 126:7 149.7

Income originating in corporate busi é)istxi-lbl.;tigelzl <iiustrles """""" 1388 10“7)3 l%g 1(7)3‘1 105.6 | 108.0) 111 1)113.1

- ervice industries...._...._______. . 77 . 2. 74.5 | 76.2] 78.2( 79.9

L et ---[369.0 1404.5 1370.5 |378.1 |389.4 | 400.7| 410.4|...... Government.._ ... _._____ 86.3 { 96.3 | 86.9 | 00.4 | 92.6 | 94.8 9.1 99.0
Compensation of employees 203.3 1320.2 (205.3 1300.9 |309.9 | 316.3| 323.7!330.7

Wages and sataries. 260.8 2830 (2625 |267.5 (2749 | 280.4| 286.9'203. 2 Other labor income. ..ooeooooooo oo 23.3 | 261 23.7 | 24.2 | 25.0 | 26.7 26.5 27.3

Supplements__.. 32.4 | 36.3 | 32.8 133.4 351 358 36.8 37.5 Plgpdetors' income. . ....oooooeeos 62.9 | 61.2 | 61.1 | 61.8 | 62.6] 63.4| 63.7

usiness and professional.... 47.8 | 46.6 | 46.8 | 47.2 | 47.8 . 0| 48,

Net interesto_.ocooocooooo. -.0} —8}-1.0) 9! —8 —.8 —8 —.8 Farm proTes 15.1 [ 14.6 | 14.3 | 14.6 | 14.8 324 15‘2

Corporate profits and inventory
" elucton adjustnent. 8 82 021|803 | sl 8 Dividendgo e o persons. -0 A 228 206 | 255 | 325 | 306 | aund| an o 254
ofits before tax.....__ X . . . 3 g . - :
gmgts taf: litt\bﬂity. ii g gg ig% ig} ig% :éé 3; Personal interest income 52.1 | 47.2 | 48,5 | 49.8 | 51.4| 52.9] 54.3
Tofits after tax.. |5 . - q - - g Transfer payments__ . __._.._..._.. 51,7 | 58.6 | 52,1 | 52,9 | 55,7 | 58,3 59,5 60.8
Dividends_...__.._ 3;1;3 22.9 g}g 20.6 ggg 22.8] 23 Old-age, survivors, disability, and
Undistributed profits. ........| 23.1 | 241 | 21.9 | 25.5 | 23.6 | 24.0] 28. health insurance benefits.__.__._| 25.7 | 30.3 | 26.0 | 26.4 | 28.2 | 30.5| 30.9 316
Inventory valuation adjustme -12{-31 | ~.6|-31|-51} -2.7 —L State unemployment insurance
. benefits. oo oo oo 2.1 20| 22) 20 22 L9 2.1 20
Cash flow, gross of dividends....__.__. 87.9 [94.1 | 87.7 010 | 91.3 | 93.5 94.7].__... %
Cash flow, net of dividends. - """ 66.6 | 712 | 68.0 | 70.4 | 693 | 70s| 71310 Ottans bemoftts. | 8 [a6d | 08 | 07 [189] 8 53] 158
Gross product originating in Less: Personal contributions for
financial institutions. ... 20.0 | 23.1.1 20.3 | 20,9 | 2L.7 | 22,5 23.9...... socialinsurance................ 20,4 | 22.9 | 20.6 | 20,9 | 22.3 | 22.8] 23.2| 23.4
Less: Personal tax and nontax pay-
Gross product originating in
onfinancial corporations. ... |433,0 |472.9 [435.3 |443.7 |465.9 | 46s.6] 479.0| _____ NS, oo 82.5 | 96.9 | 83.6 | 85.6 | 83,3 | 91,9 101.6)105.7
Ca i“'al c%nsumptign allovi'anctes-.}.. 422|458 | 420 | 43.7 | a4 | 45.4] 46.3| 47.1 Equals: Disposable personal income__.|546,3 |589.0 (550,0 |559,6 |574.4 | 586.3| 592.7(602.5
Indirect business taxes plus transfer Less: Personaloutlays. .........____. 506, 2 |548.1 (509,5 |516.1 |533.5 | 542,3| 555.6/561.1
payments less subsidies ... 38.8 | 42.5(30.2 1 89.7 | 40.7 | 41.8 43.0| 44.3 fetrsonat\lcoilésgmptionexpenditures._ 492.2 18337 1400.5 \502.2 |519.4 | 527,90/ 541.1)546.3
. nterest paid by consumers_..__..._. 13.1 | 13. N 13.3 | 13.4 | 13.6| 13.8| 14.0
Income originating in nonfinancial o
COTDOTBLIONS - - - -meomormommee e 351.9 [384.6 [363.3 [360.3 [370.8 | 381.4] 380.8]...._ Piﬁ;‘,’{;ﬁ‘_’_”_’f‘f_’__‘f??’f‘_‘?_“_‘_s__‘_"__'_""__ IR I
Compensation of employees......... 277.0 (3017 (278.7 (283.9 |202.5 | 208.3| 304.9'311.3 .
Wr})ges ond salaties 15168 (3680 [248.1 |252.8 [250.8 | 264 5| 270, 7.076.5  Eousls: Personaleaving......._...... 40.2 | 40.8 | 40.5 ( 43.4 | 40.8 | 44,0 37.1] 41.4
Supplements . - ..cooooooaoooo 30.2 ) 33.8 | 30.6 )31.1 | 327 33.4] 34.2 8
Addenda:
Net interest. . cooooooooomemooos 85| 9.2 86 89, 9.0 9.1 0.3 9.4 Disposable personalincome:
Corporate profits and inventory o Total, billions of 1958 dollars___..__... 4780 [497.4 [479.5 (483.7 |191.8 | 497.1| 499.2!501.6
poduation adjustment. ... Ba|Bl| o) ore|os Per caplta, current dollars________.__ 2,744 2,928 |2,758 [2,798 |2,866 | 2,018 2, 042'2, 082
Profits tax liability. 28.8 | 35.7 | 28.4 | 30.2 | 34.5 Per capita, 1958 dollars.__________.___ 2,401 2,473 (2,404 2,418 (2,454 | 2,474 2,478‘2,483
il e
ividends.....____ X . . . X N . N
Undistributed profits...______] 18.8 | 19.5 | 17.6 | 21.0 | 19.2 Table 11.—Personal Consumption Expenditures by Major Type (2.3)
Inventory valuation adjustment.._|-1.2 [-3.1 | —.6 |—3.1 |[—5.1
Cash flow, gross of dividends......____ 81.1 | 86.9 | 80.9 | 84.0 | 84.3 Personal consumption expendi-
Cash flow, net of dividends..._._.___. 61.0 | 65.3 | 60.5 | 64.6 | 63.6 tures._ ... 492,2 [533.7 |495.5 {502,2 [519.4 | 527.9] 541.1|546.3
Durablegoods.________.____._________. 72,6 | 82,5 | 73.1 | 74,2 | 79,0 | 81,0/ 85.1| 84.8
Billions of 1958 dollars
Automobilesand parts______________ 30.4 | 36.5 | 31.0 | 31.4 | 34.6 | 35.4| 38.1; 38.0
Furniture and household equipment.| 31.4 | 34.3 | 31.4 | 31.8 { 33.3 | 33.9| 35.4| 34.4
Groes product originating in Other.. .. 10.9 { 11.7 | 10.8 | 11,1 | 11.1 | 11.7) 11.5] 12.3
nonfinancial corporations_..___ 392,3 |416.4 [393,4 {397.2 |405.9 | 413.5| 420.8|_._.__
Nondurablegoods__..__.____._._______ 215.8 [230.2 (216.4 |218,4 (226,5 | 228,2! 232,7|233.5
Dollars Food and beverages.______________. 109.4 [116.6 [109.1 [110.8 {113.6 | 116.4| 117.7(118.8
Clothingandshoes.....___._.________ 42. 458 | 42.8 | 42.3 | 44.6 | 44.8| 47.2) 468.5
Gasolineandoil_____________________ 18,1 119.8(18.3 | 18.6 | 19.7 | 19.4] 20.0{ 20.2
Current dollar cost per unit of ther. . e eeas 46.2 | 48,0 | 46.2 | 46.7 | 48.5 | 47.6| 47.8] 48.0
1958 dollar gross product
originating in nonfinancial Services__.________________________.__ 203,8 [221.0 |205.9 {209.6 1213,9 | 218.7| 223.4|228.0
corporati 2. ({1,104 11,136 |2, 107 |1,117 [1,123 | 1,133 1.138|..___.
Housing_.___________________________ 70.9 | 76.2 | 71.2 | 72.2 [ 74.0 | 75.4| 76.9| 78.6
Capital consumption allowances. ... L1081 .110 ) ,109 | .110 | .109 | .110] .110|_._.._. Household operation. ---] 29.0 | 31.2]29.2}29.9 303 3.0 315 3.9
Indirect business taxes plus transfer Transportation. ... ... 15.0 | 16.6 | 15.1 | 15.5 [ 16.2 | 16.3| 16.8: 17.1
payments less subsidies_____________ .102].100 { .100 | .100 | .20%f .102]..._._ 11112 N 88.9 | 97.0 | 90.4 | 92.0 | 3.3 | 95.9| 98.2/100.5
Compensation of employees. . 725 | .708 | .715 | .72t | .721] .725|.1_.. |
Netinterest...o oo ooocoeooaoioo . . L022 1.022 | .022( .022_.....
Corporste profits and inventory valu Table 12.—Foreign Transactions in the National Income and
ation adjustment. - oy “l1e0 | .17 | 188 | 1m0 | m | 1| 180 Product Accounts (4.1)
gogg t:fxt;ia?lity.l-...{ ..} .073}.086).072 | .076 | .086 | .086] .085|......
0 r tax plus inven- - :
tory valuation a%justment.. .096 | .091 | .095 | .004 | .086 .ooal 095 R from foreig 45,8 | 50.6 | 46.1 | 46,0 | 47.5 | 49.9( 52.6/ 52.4
Exports of goods and services..._...... 45.8 | 50.6 | 46.1 | 46.0 | 47.5 [ 49.9| 52.6| 52.4
1. Excludes gross product originating in the rest of the world. " .
2. This is equal to the deflator for gross product of nonfinancial corporations, with the decimal Pay! to foreig ---| 45.8 | 50.6 | 46.1 | 46.0 | 47.5 | 49.9| 52.6| 52.4
PO oniried o places to the left. Imports of goods and services. ... 41,0 [ 48.2 | 40.6 | 42.6 | 46.0 | 47.9| 0.4 40.5
Transfers to forelgners.. . ..._._.c.... 3.1 27 3.4 26| 2.6 2.8 2.8 2.8
Personal .8 W7 .8 7 7 .8 ST
Government 22| 21} 2.6 1.9} 19 2.1 2.1 21
Net foreign investment....___.__.._... 1.7 -3 21 .8 [-1L1| ~.8 B .2
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Seasonally adjusted at annual rates

Billions of dollars

Table 13.—Federal Government Receipts and Expenditures (3.1, 3.2)

Seasonally adjusted

Index numbers, 1958 =100

Table 16.—Implicit Price Deflators for Gross National Product (8.1)

Federal Government receipts_________.

Personal tax and nontax receipts....
Corporate profits tax accruals__.____
Indirect business tax and nontax

accrus!
Contributions for social insuranee__.
Federal Government expenditures. ...

Purchases of goods and services..___.
(I\)Ia;;ional defense. R

Transfer payments. ... _.....__.._
To persons......
To foreigners (net)

Grants-in-aid to State and local gov-
erNMeNtS. ...

Net interest paid..... ... ._........

Subsidies less current surplus of gov-
ernment enterprises..__.._.._._._._

Surplus or deﬁcit (—-), national
and

176.9

79.4
38.4

17.6
41.5

182.2

151.2
67.3
30.9

16.2
36.8
163.6

4.8

—12.4

152.2

68.2
30.6

16.3
37.0

165.1
91.3
72.9
18.4
42.9
40.3

2.6
15,9

10.2

4.8

156.4

—12.9

—12.2

69.7
32.4

16.4
37.9

17.0
10.7

4.6

166.6

72.0
37.0

171 8| 182.1

74.9) 83.7
38.2) 38.6

17.5| 17.8
41.2| 42.0

1819
100.0
79.0
21.0)
47.7
45.8
2.1
18.3;
11.8

4.1

—10.2

19.2
12.2

4.2

Table 14.—State and Local Government Receipts and Expenditures

3.3, 3.4)

State and local government receipts_ ..} 91.9 {102.4 | 92,7 | 95.5 | 97.8 | 100.8103.6 |- ... ...
Personal tax and nontax receipts 17.5 | 15.4( 15.8 | 16.3 | 17.0[ 17.9 | 18.9
Corporate profits tax accruals_ ... 29| 25| 2.7| 2.8 2.9 2.9 |---._-
Indirect business tax and nontax

accruals. ... . ..o 53.4158.2)|53.8|54.7|558]| 57.3 58.9| 60.9
Contributions for social insurance__.| 51 ] 53| 51| 51| 5.2 5.3 5.4 55
Federal grants-in-aid._._....._....... 15.7 | 18.4 | 15.9 | 17.0 | 17.7 | 18.3| 18.5 | 19.2

State and local government expendi-

11 DS 93.3 103.5 | 93.8 | 95.8 | 99.5 | 101.9/104,9 | 107.8
Purchases of goods and services_..... 87.8 | 97.1 | 88.4 | 90.0 | 93.4 | 95.6 98.4 | 100.8
Transfer payments to persons...._... 85| 9.6 86| 9.0} 9.2 9.4 9.6 10.1
Net interest paid....__..__._._..._. .2 . .2 .2 .2 .3 .3 .4
Less:Current surplus of government

enterprises. .ae oo ool 33| 3.4 33| 33| 3.4 3.4/ 3.4 3.5

Surplus or deficit (—), national

income and product accounts___ |—1.4 |-1.1 [—-1,1 | —.4 [-1.7 | —1.}|—1.8 [...__..
Table 15.—Sources and Uses of Gross Saving (5.1)

133.3138.4 | 134.1( 139.4] 133.6| 141.4[137.0 ._.___..

40.2| 40.8 | 40.5| 43.4 40.8( 44,0/ 37.1 | 414

25,2 26.4 | 24.1| 27.9 25.5| 26.3] 26.0 |..-....

—1.2[--3.1 —.6| ~8.1 =5.1] —2,7|-1.0 | —3.7

43.4| 47.1 | 44.1) 44.9| 45.7] 46.7| 47.6 | 48.5

ces. 25.7 27.2 | 25.9| 26.3| 26.6( 27.0f 27.3| 27.7

‘Wage accruals less disbursements. ... .0 . . .0 . 0 . .0

Government surplus or deficit (—),

national income and product

accounts. ... ... _....._...__. —13.8{—6.4 |—14.0/—12.5|—10.3}—11,8|—4.1 | ......
Federal . ... ... ... —12.4|-5.3 |—12.9|—12.2| —8.6|—10.2(—2.8 |- .c_..-
Stateandlocal ... _____ .. _____ ~1.4-11| ~11 -—. 4 -0.7[ -L.1—-1.3}......

Grossinvestment_______._._._._____.__. 116.0/127.2 | 116.7| 122.6( 118.7| 126,8(127.5 | 136.3
Gross private domestic investment. . 114 3(127.5 | 114.7| 121.8| 1197} 127.3]127.1 | 136.1
Net foreign investment__....__....__ 1.7 =3 2.1 .8 —1. - . .

Statistical discrepancy......._......... —~3.5|—4.7 | —3.4] —4.2| —4.7] —3.6{—5.3 |---....

» Preliminary.

Gross national product......_____
Personal consumption expenditures. ...
Durable goods

Nondurable go
Services.........

Gross private domestic investment

Fixed investment____..____

Change in business inventories... ...
Net exports of goods and services______

Exports. .. oo
Imports. ..ol

Government purchases of goods and

Federal ... . ... . ...

117.3
114.3
100. 4

-112.9
_Ji22.1

121.8
118.4
103.1

116.9
127.2

120.2
117.2

129.7
112.0

120.9

1 |130.0
128.7

132.1
126.1

3 |138.8

1177
14.7
100. 7

113.3
122.5

118.9
115,7
101.7

114.0
123.7

114.9

126.5
110.3

125.6

125.7
124.6

127.0

120.7
134.3

120,0
116.8
102.2

115. 2
125.1

130.1

124.4
136.6

121,2
118, 0
102, 7

116.4:

126.7

131.1

124.9
138.4

|122.3

118.7
103.1

117.2
127.8

133.0

127.2
139.4

123.5
120.1
104.2

118.6
129.1

134.1

128.0
140.8

Table 17.—Implicit Price Deflators for Gross National Product by
Major Type of Product (8.2)

Gross national product. . ... ..
Goodsoutput...___..._______________.

Durable goods... ... .._.._..o.o......
Nondurable goods............._.....

Addendam:

Grossautoproduct_____..__....._._.

17.3
110.0

106.0
112.8

126.1
124.6

1000

121.8
113.3

109.0
116.5

131.8
131.1

102.5

17.7
110,2

106. 2
113.1

126.4
126.1

118.9
1111

107. 4
113.8

128.2

127.0

1005 [101.9

1200
112,0

107.9
115.0

129,5
127.7

102,1

121. 2
113.0

108.7
116.1

1311
130. 2,

102.0

122.3
113.6

100.2
116.9

132.5
132.6

102.3

123.5
114.6

110. 1
118.0

133.8
133.7

103.5

Table 18.~Implicit Price Deflators for Gross National Product by
Sector (8.4)

Households and institutions__....__.

General government__.._.__........___

117.3
114.8

121.8
118.9
118.2
118.8
104. 5
148.9

152.1

117.7
115.2
114.6

115.2
100. 2

118.9
116.2

143.4

121, 2
118.4
117. 8|

118.4
101.9

122.3
119.3
118.6

119.1
106.3

123.5
120.4
119.8

120.3
106.5

HISTORICAL DATA

Historical national income and product data are available
from the following sources:
1964-67: July 1968 SurvEY oF CURRENT BUsINEss.
1929-63: The National Income and Product Accounts of the
United States, 1929-65, Statistical Tables (available from any
U.S. Department of Commerce Field Office or from the Super-
intendent of Documents, U.S. Government Printing Office,
Washington, D.C. 20402, price $1.00 per copy).




Labor Markets and Prices

THE year 1968 was the third con-
secutive year of large price increases
and a sharp contrast to the situation in
the first half of the 1960’s. During the
early stages of the upswing that began
in the winter of 1961, large annual
gains in output were realized with only
a slight upward drift in prices. From
1961 through 1965, real GNP increased
at an annual rate of 5% percent, and
prices—as measured by the implicit
deflator for GNP--rose at a rate of
1% percent per year. This comparative
price stability reflected mainly the
continued existence of idle resources
of both labor and capital. Unem-
ployment, while tending downward
during these years, was still relatively
large: 6% percent in 1961 and 4% per-
cent in 1965. At the same time, the rise
in average compensation per man-hour,
about 4% percent per annum, exceeded
only slightly the gains in productivity,
and unit labor costs increased only
fractionally each year.

By mid-1965, with the Vietnam
buildup superimposed wupon civilian
demands that were already buoyant,
there were signs that the well-balanced
business growth that had character-
ized the preceding years was ending
and that the economy was beginning
to expand unevenly and in excess of
its capabilities. With the rate of ad-
vance in total output spurting to over
6% percent for the year, these emerging
imbalances and inflationary develop-
ments intensified in late 1965.

In 1966, pressures on resources
mounted, as the advance in real GNP
continued at the rapid pace of the
previous year. The unemployment rate
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in 1966 dropped to 3% percent. Com-
pensation per man-hour rose more than
7 percent, the growth in productivity
slowed, and unit labor costs showed
their first sizable increase of the ex-
pansion. Mainly because of these cost
increases, prices rose more than 2%
percent.

Even though the pace of the output
advance slowed considerably in 1967,
the unemployment rate-price record
for that year was little different from

that of 1966. Principally because of
large withdrawals from the labor force
in the early part of the year, when the
business expansion was very slow, the
unemployment rate showed no in-
crease as compared with 1966. Average
compensation went up somewhat less
than the year before, but there was
little rise in productivity. Unit costs—
labor as well as nonlabor—showed s
large advance, much of which was
reflected in higher prices.

Labor Markets in 1968

PRESSURES in the labor market were
severe during 1968. For the year as a
whole, the number of new jobs created
outstripped the rise in the civilian
labor force, and the number of persons
unemployed was reduced.

The unemployment rate, which was
already at the unusually low level of
about 3% percent toward the close of
1967, changed little during most of
1968. However, conditions became still
tighter late in the year, and the rate
dropped to 3.3 percent in November
and December, the lowest ratios re-
corded since the Korean conflict (chart
21). For 1968 as a whole, the unem-
ployment rate averaged 3.6 percent, a
little under the 3.8 percent registered
in each of the preceding 2 years.

The demand for labor was extremely
strong in 1968, especially for skilled
and experienced employees. With the
cost of living rising rapidly, with labor’s

bargaining position very favorable and
with several important contracts up
for renewal, major contract settlements
provided large gains that were an im-
portant factor in last year’s sharp
acceleration in rates of pay. Wage in-
creases were obtained in a setting of
considerable labor unrest; the number
of strikes was the largest in 15 years
and time lost from strikes was the
largest since 1959.

Employment totals 76 million

Clivilian employment rose 1.5 million
last year to 76 million. The size of the
employment gain was little different
from the advance registered in 1967
but was below the annual increases
of 1.8 million in 1965 and 1966. Last
year’s gain in the civilian labor force
came to 1.4 million, less than the rise
in 1967 but about average for other
recent years.
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Annual Changes in Nonagricultural
Employment and Sources of Change

[Millions)
Increase Increase | Decline | Decline
in non- in in un- in
Year agri- All* civilian | employ- agri-
cultural || sources | labor ment cultural
employ- force employ-
ment ment
1961 .. 0.2 0.2 0.8 —=0.9 0.3
1962 . 1.2 1.3 .2 .8 .3
1963 __ | 1.3 1.3 1.2 -2 .3
1964 . 1.7 L7 1.3 .3 .2
1965 19 2.0 1.4 .4 .2
1966. .. - 2.2 2.2 1.3 .5 .4
1967 .. 1.6 1.6 1.6 -1 .1
1968__. 1.6 16 1.4 .2 0

*Total equals increase in the civilian labor force plus the
decline in unemployment plus the decline in agricultural
employment.

NotE: Detail may not add because of rounding.
Source: Basic data from Department of Labor.

In the tight labor market of 1968,
adult women accounted for about 55
percent (875,000) of the employment
rise even though they accounted for
only one-third of the total number of
jobholders in 1967. In contrast, adult
men filled only about 35 percent
(575,000) of the new jobs although they
held three-fifths of the jobs the year
before. The rise of 100,000 in teenage
employment of both sexes was about
proportional to their importance in
1967 employment.

The nonfarm sector accounted for
all of last year’s employment change.

Unemployment Rates
The overall rate last year was the lowest since 1953

Percent

SURVEY OF CURRENT BUSINESS

After having shown continuous reduc-
tions since 1960, agricultural employ-
ment last year was about unchanged
from 1967. This leveling off further
intensified pressures in the nonagri-
cultural job market. During the 1960’s
the movement of farm workers to non-
farm jobs averaged about 200,000 per
annum and, as the table indicates, was
an important source of supply for the
nonagricultural labor market.

Advance in nonfarm employment

The number of employees on non-
agricultural payrolls rose more than 2
million (3 percent) last year to total
about 68 million, according to data
from nonfarm establishments. The 1968
payroll employment gain slightly ex-
ceeded the advance registered in 1967,
but was well below the rise of 3.2
million in 1966 and 2.5 million in 1965
(see following table).

It may be noted that the 1968 change
reported by establishments is consider-
ably larger than employment gains cited
earlier, which are based on figures ob-
tained through household surveys. The
differences, which have been sizable in
recent years, are traceable primarily to
two factors. (1) The household survey
includes three groups of workers not

1948 50 52 54 56

LS. Department of Commerce, Office of Business Economics

58 60 62 64 66 68

Data; BLS
69-1-21

Annual Employment Change in .Nonfarm
Establishments
[Thousands]
Private | State & | Federal
Year } Total | Manufac-{ non- local Govern-
turing |manufac-| govern- ment
turing ment
—470 37 232 9
527 731 235 61
142 629 318 18
279 980 381 -10
2, 788 1,217 465 30
1966__ .. 3,202 1,152 1,271 593 186
1967.____ 1, 996 220 1,031 590 155
1968_. .. 2,104 300 1,222 565 17

included in the establishment survey:
domestic and other private household
workers, the self-employed, and unpaid
workers who work 15 hours or more in
family-operated enterprises. The num-
ber of employees in these three groups
has been declining over time, and the
drop is usually steepest when other job
openings are most numerous. (2) Work-
ers who hold two or more jobs “moon-
lighters” in nonfarm establishments are
counted twice or more often in the
establishment survey and only once in
the household survey. If the amount of
“moonlighting” is increasing, as it
apparently does when jobs are easy to
find, reported job holdings will go up
faster in the establishment survey than
in the other.

Gains widespread by industry

Employment in manufacturing rose
300,000 in 1968, to a total of 19% mil-
lion, continuing the expansion in prog-
ress since 1962. Although the advance
was larger than that of 1967, it was far
below the rise of 790,000 in 1965 and
1,150,000 in 1966. Employment gains
last year occurred in nearly all of the
major durable goods producing indus-
tries, with the largest and one of the
strongest in transportation equipment;
there was also a vigorous advance in
ordnance. In contrast, employment for
the year decreased slightly in non-
electric machinery, and dropped mod-
erately in primary metals for the second
straight year. Employment was also
higher in most soft goods industries
except for food processing and tobacco.

Private nonmanufacturing industries
showed a gain that exceeded 1.2 million
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and almost matched the record increase
of 1966. The largest gains—about
450,000 to 500,000—were registered in
the large trade and service groups. Job
openings in these industries have been
increasing at a swift pace all during the
1960’s. The rapidly expanding finance,
insurance, and real estate group added
140,000 jobs last year, while employ-
ment in transportation rose by 75,000.
Employment in the cyclically sensitive
contract construction industry increased
50,000 last year, nearly making up the
decline experienced in 1967.

State and local government employ-
ment continued to rise at a fast pace in
1968, the number of jobs increasing
by more than a half million for the
third consecutive year. In sharp con-
trast, however, Federal employment
was little changed, after having risen
more than 150,000 in each of the pre-
ceding 2 years.

Decline in unemployment

With the job gain exceeding the labor
force advance in 1968, the number of
persons out of work declined nearly
160,000 to a total of 2.8 million persons.
The last time the number of unem-
ployed was that low was in the mid-
1950’s, when the economy (as measured
by real GNP) was less than two-thirds
as large. For 1967 as a whole, the rise
in the labor force exceeded the number
of new jobs and unemployment in-
creased by 100,000 persons.

Lower unemployment rates were evi-
dent in all the various socio-economic
groups. For workers in the prime age-
sex group—males 20 years old or over—
the rate fell to 2.2 percent; this was
only a small improvement from the
year before because the rate was al-
ready virtually at the frictional level.
The unemployment rate for adult
women fell from 4.2 to 3.8 percent,
while that for teenagers showed only
a slight improvement, from 12.9 to
12.7 percent. In 1967, when demand
was less pressing, unemployment rates
for women and teenagers rose, but the
rate for adult men continued to decline.

Nonwhite rate still high

The unemployment rate declined rel-
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atively more for nonwhite persons than
for white persons in 1968. Nevertheless,
the rate for the former continued to be
double that for the latter; the problem
is especially acute among nonwhite
teenagers, whose unemployment re-
mained at 25 percent last year. More-
over, the nonwhite unemployment rate
has not improved much relative to the
white rate over this decade.

I
Unemployment Rates

CHART 22

e Both white and nonwhite rates have
been cut sharply during the 1960's

o Nonwhite rates remain substantially
ahove white

Percent
15

1960 61

62 63 64 65 66 67 68

Data: BLS

U.S. Department of Commerce, Office of Business Economics £9-1-22
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As chart 2