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the BUSINESS SITUATION

After a dramatic surge this fall,
auto buying has been moving back
toward a more sustainable pace. The
swings of auto buying have dominated
the retail sales pieture and over-
shadowed the evidence of an expansion
in other consumer spending categories.
Recent survey evidence on business
investment plans points to a near-term
strengthening of spending for inven-
tories and for plant and equipment.

ONE of the most visible domestic
economic developments this fall was
the dramatic surge of auto buying,
clearly due in some degree to the price
freeze and the proposed retroactive
repeal of the auto excise tax (which
was signed into law on December 10).
After the initial surge, however, car
buying has been moving back toward a
more sustainable pace. Combined sales
of new domestic models and imports
were a huge 12.2 million units (annual
rate) in September, 11.3 million in
October, 10.9 million in November, and
are down further in December; the rate
averaged 9.9 million in the first 8
months of 1971.

The swings of auto buying (which
included the post-strike recovery earlier
this year) have dominated the aggregate
retail sales picture and overshadowed
the evidence of an expansion trend in
other spending categories. Sales at
durables outlets outside the auto group
have been growing quite steadily all
year and nondurables sales have also
been expanding, though less decisively.
Rough estimates indicate a broadly
based gain in retail sales in November.

In view of the marked deceleration of
price increases since the freeze was
imposed at mid-August, the reported
gains in sales presumably represent
solid expansion in real volume.

Strengthening of consumer demand
hinges on improvement in consumer
confidence and willingness to spend,
about which the evidence is never
clearcut and sometimes contradictory.
However, it is surely significant that
the consumer sentiment index compiled
by the University of Michigan Survey
Research Center has been rising for
a year. The current period is hard to
assess because of problems in sorting
out the effects of the wage-price freeze,
and subsequent controls, on incomes,
prices, and attitudes. The saving rate
fell in the third quarter but it is not
clear how much of the change was a
lasting movement away from the un-
usually high rates of the recent past.

Recent survey evidence on business
investment plans points to a near-term
strengthening of spending for inven-
tories and for plant and equipment.
This is consistent with the fact that in
recovery periods there typically is an
acceleration of business investment,
especially in inventories, as sales and
sales  expectations improve. (See
pages 13 and 15 of this issue for reports
of the latest OBE survey of manufac-
turers’ inventory and sales expectations
and OBE-SEC capital spending sur-
vey.) The expansion of residential in-
vestment, on the other hand, has
slowed recently after a year of ex-
tremely fast growth that reflected the
steep recovery of housing starts. From
an annual rate of only about 1.3 million
units 2 years ago, starts had reached
a rate of about 2 million this fall,

Economic growth

The growth of real output this year,
abstracting from the surge after the
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late-1970 auto strike, has been slow for
a recovery period. The new economic
policies introduced by the President
on August 15 have as one of their aims
the stimulation of the economic re-
covery. It is too early for tax stimu-
lants to have had much impact, for
the tax bill resulting from the Presi-
dent’s proposals was signed into law
only on December 10. Of course, some
business decisions may have been
made in anticipation of the tax law
changes, and car buyers evidently
acted in the belief that the auto
excise tax would be repealed retro-
active to August 15. The new law does
indeed repeal the excise tax retro-
actively; it also reduces personal income
taxes and reinstitutes a 7-percent tax
credit for business investment in ma-
chinery and equipment. Another provi-
sion writes into law all but one feature
of the liberalized depreciation rules
introduced by the Treasury -earlier
this year. The new law drops the rule
change that would have permitted a
higher depreciation charge in the year
an asset is placed in service.

On December 10, the day the tax
bill was signed, the Federal Reserve
discount rate was cut from 4% to 4%
percent. This is the lowest the rate
has been since early 1968. The rate
had been cut from 5 percent in Novem-
ber, in a move that was essentially a
followup to prior declines in money
market rates. In the announcement of
the December cut, however, the Federal
Reserve stated that the action was
taken not only in recognition of market
rates but also ‘“‘to assist the progress
of economic expansion.” This suggests
that for now the Federal Reserve is
leaning toward economic stimulus in
the difficult process of finding a balance
between stimulating the economy and
controlling inflation.

Employment and the labor force

The strengthening of economic ac-
tivity has been reflected in sizable
gains during the past half year in the
number of jobholders. However, the
labor force has also been growing very
rapidly and therefore the unemploy-
ment rate has changed little (chart 1).
To get unemployment down will require
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a slower increase in the labor force—
which is possible, since the recent
growth has been exceptionally strong—
or a more rapid rate of real economic
growth, or a combination of both.

Total civilian employment rose
175,000 in November to a record 80
million (seasonally adjusted). At that
level, employment was some 1% million
higher than in June. Employment of
adult men has been growing quite
strongly all year (though it was un-
changed in November), but employ-
ment of women and teenagers ac-
celerated at midyear. It is this latter
development that has boosted ag-
gregate employment growth in recent
months.

The civilian labor force also con-
tinued its rapid expansion in November,
reaching an alltime high of 85.2 million,
and the unemployment rate returned
to 6 percent after a dip to 5.8 percent
in October. The pattern of unemploy-
ment rates for major labor force groups
was not significantly different in No-
vember from the pattern that has
prevailed for the past year.

For women and teenagers, recent
labor force growth reflects not only
normal population growth but also
sizable increases in the percentage
participating in the labor force. This is
in line with the common tendency for
participation rates of women and teen-
agers to increase when employment
opportunities are improving and to fall
when opportunities decline. The adult
men’s participation rate is slow to
change and has barely moved at all
this year. However, growth of the
civilian population of adult men, and
thus of the civilian labor force, has
been substantially swelled by reduction
of the Armed Forces.

Construction Estimates
Revised

The monthly estimates of the value of
new construction put in place have re-
cently been revised by the Census
Bureau back to 1960. The revisions are
mainly in private construction and re-
flect the incorporation of basic data not
previously available, and the introduc-
tion of new survey data on nonresiden-
tial structures and new estimating
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procedures. Also, there were some
changes in the way data are classified,
which affected component estimates but
not the total. One such classification
change was the shift of farm residential
construction from the “farm’’ category
to the private residential construction
category. New procedures for estimat-
ing the value of residential construction
permit separate estimates, not pre-
viously available, of the value of single-
unit structures and of structures with
two or more units.

The Census Bureau has stated
that further improvements are
needed to make the monthly put-in-
place estimates a fully satisfactory
measure of current construction activ-
ity. Improvement is needed especially
in the estimates of State and local
government construction spending.

The revisions raised the value of new
private construction in all the years
affected; the adjustments ranged be-
tween three-fourths of 1 percent and
23 percent for the years 1960-67, and
between 3% percent and 5 percent for
the years 1968-70 (table 1). The revi-
sion averaged 4} percent in the latter
period, reflecting sizable upward ad-
justments in residential and utility
construction which more than offset
reductions in other types of private
construction.

Table 1.—~Value of New Construction Put in
Place: Percentage Revision

1968 | 1969 | 1970
Total. . 2.3 | 2.7 3.3
Public. - oo iiio. -3 -3 ~.2
Private.. ... 36| 41 4.9
Residential buildings, excluding
farm structures..__._._.....__ 3.4 59 5.6
Nonresidential buildings__.____ —3.4 |~-4.0| —4.0

NoTE.—The construction categories shown in this table are
affected by statistical revisions but essentially unaffected by
changes in the way data are classified into various construe-
tion categories.

The upward revision of residential
construction averaged 5 percent for
the 1968-70 period, before allowance
for the reclassification of farm resi-
dential construction; including the
transfer of farm housing, the average
revision was 7% percent. The magni-
tude of the revision in public utility
construction cannot be directly esti-
mated. Although the Census Bureau is
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now publishing annual estimates of
the value of total public utility con-
struction, such estimates were not
explicitly published on the old basis
for the years 1967—70. Crude estimates
of the old-basis data, however, indicate
that the revision was sizable.

The new construction data published
by the Census Bureau do not distin-
guish revisions due to new data or
procedures from revisions due to shifts
among categories as a result of reclassi-
fications. In the case of the farm-
housing reclassification, the magnitude
of the shift can be identified, but for
most categories it is possible only to
state that the impact of such shifts
was sometimes quite large.

In the case of nonresidential build-
ings, a change in the classification
system as of 1968 has an important
impact on the various component
categories, e.g., commercial, industrial,
educational, hospital, ete. Construction
of nonresidential buildings was formerly
classified by type of building (hospital,
office, factory, etc.) but beginning with
1968 1is classified by the type of es-
tablishment of which the construction
is part. For example, a hospital or
office building that is constructed on
8 university campus in now classified
as ‘“educational” construction rather
than ‘“hospital” or ‘“commercial,” as
formerly.

The growth pattern of total private
construction spending was not ma-
terially changed by the revisions. The
new data show total private construc-
tion increasing just slightly faster in

Table 2.—Value of New Construction Put in
Place: Year-to-Year Percentage Change

1968 | 1969 | 1970
Total:
Revised. ... ... 1.8 | 7.8 L0
Previous. - e macacicciaaaas 1.2 | 7.3 .4
Public:
Revised_ ... ... 81| 1.3 6
Previous. ecovcoeaceaeaoo 83| L3 5
Private:
Revised. ... ... ... .......... 13.6 | 10.8 L2
Previous.. oo oooioiiail. 12,7 | 10.2 4
Residential buildings:
evised. .. .o ool 1.6 | 8.6 | —4.4
Previous. oo ceaaans 21,4 6.2 —4.3
Nonresidential buildings
evised. . . iaecool 3.3]16.5 L2
Previous. «ooeooooooicaieeoooo 3.8 17.2 1.2
Public utilities:
evised . . ...o.... 18.0| 6.0} 17.8
Previous. _ooocooooooccnaaaos n.a. | n.a n.a

N.a. Not available.
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recent years than was indicated by the
previous estimates (table 2).

Consumer Installment Credit

The expansion of consumer install-
ment credit outstanding has been
accelerating rapidly since last winter.
Net expansion in the third quarter
was at a seasonally adjusted annual
rate of $10% billion (chart 2) and there
was continued strong growth in Octo-
ber. The rebound follows more than
2 years of pronounced slowdown in
credit use that accompanied weakness
in consumer spending for autos and
other types of goods and services
typically bought on credit. During the
period of decelerating credit use, the
net change in installment credit expan-
sion fell from a peak seasonally adjusted
annual rate of $10 billion in the second
half of 1968 to a low rate of $2%
billion in the first quarter of this year.
With the exception of the strike-
depressed fourth quarter of last year,
when credit use actually declined,
that increase was the smallest since
the economic slowdown of 1967.

Auto credit, the biggest and most
volatile component of installment debt,
has accounted for a little more than
one-third of the recent. increase in
credit use. The net expansion of auto
credit peaked in the last half of 1968
and slowed steadily in 1969, There was
a small net decline for the first three
quarters of last year and a sharp drop
in the fourth. In the first quarter of
this year, auto credit extensions re-
covered strongly with the post-strike
spurt in sales but repayments also
increased and net expansion was quite
small. The growth of auto credit in-
creased in the second quarter and
accelerated very sharply in the third,
as sales were boosted by the early
introduction of new models and the
announcement of the price freeze and
proposed excise tax repeal. In Septem-
ber and October, auto credit increased
at an annual rate of $4% billion.
However, with auto sales receding from
their recent high rates, credit expan-
sion is not likely to continue at the
September-October pace.

The growth of the other major
components of consumer installment
credit, paper for other consumer goods

3

and personal loans, has also been in-
creasing sharply this year. Other con-
sumer goods paper outstanding has ex-
panded $2% billion (annual rate) since
June and personal installmentloans $3%
billion; these gains match the peak
growth rates recorded in the second
half of 1968 (table 3).

The expansion of nonauto goods
paper held up considerably better than
did growth of the other categories of
installment credit during the general
slowdown in credit use after 1968, The
net expansion did slow sharply in the
fourth quarter of 1970 and the first
quarter of 1971, but this largely re-
flected a step-up of debt repayments.
The volume of extensions continued to
increase relatively strongly during the
1969-70 slowdown; in 1970, extensions
showed very substantial growth as a
result of strength in mobile-home sales
and credit card purchases.

IS CHART 2
Consumer Instaliment Credit
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Table 3. Net Change in Consumer
Installment Credit

[Billions of dollars, seasonally adjusted at annual ratesj
To- | Other | Per-
To- {Auto| tall | con- [sonal
talt less |sumer | loans
auto | goods
1965:
First half.__.__._.____ 87| 3.7 5.0 19 2.9
Second half_ __._._.__ 81} 3.5 4.6 2.3 2.2
1966:
Firsthalf____.._______ 6.6 2.2 4.4 2.4 1.9
Second half____._____ 55 L& 4.0 2.3 L6
1967:
First half..___________ 23| -1 2.5 1.1 1.4
Second half__________ 4.1 4 3.7 15 2.2
1968:
Firsthalf..___.______. 7.7 2.9 4.8 2.3 2.4
Second half. ______.__ 10.1 | 3.8 6.3 2.7 3.4
1969:
First half.___________. 9.0 2.9 6.1 2.7 3.1
Second half_ ____._... 7.2 2.0 5.3 2.5 2.9
1970:
Firsthalf .___._______ 4.3 1 4.2 2.3 1.8
Second half__________ 1.3 |-2.5 3.8 2.1 L6
1971:
First quarter_.______. - 2.7 4 2.4 .6 1.7
Second quarter.._____ 6.7 2.3 4.4 18 2.3
Four months ending
October._.._...._.._. 10.56 | 3.9 6.7 2.8 3.5

1. Includes a small amount for repair and modernization
loans not shown separately.

Source: Federal Reserve Board.

Lender groups

This year has also witnessed some
notable changes in the shares of install-
ment credit held by the major types of
lending institutions (table 4). Com-
mercial banks, which are the largest
installment lenders, increased their
share of outstandings one-half of 1
percentage point to 41.8 percent from
last December to September of this
year. This gain resulted mainly from
strong growth in bank holdings of per-
sonal installment loans and nonauto
goods paper. Commercial banks have
been adding this year to their holdings
of auto paper (which is by far the largest
component of bank-held consumer debt)
but their share of auto credit outstand-
ing has edged up very little.

SURVEY OF CURRENT BUSINESS

Credit unions, which concentrate
almost all of their lending in install-
ment credit, have also increased their
share of total credit outstanding.
Loans held by credit unions are com-
bined in table 4 with a small amonut
of lending by other institutions. The
share of outstandings held by this com-
bined group rose from 13.9 percent in
December 1970 to 14.5 percent in
September 1971. This increase con-
tinues a longrun trend reflecting
growth in the number of credit unions
and in the average size of their asset
holdings. This year’s increase was
probably buoyed by a huge increase in
saving deposits at credit unions; these
grew at an annual rate of over $3
billion in the first three quarters of
this year, as compared with a gain of
$1% billion in the full year 1970.

The share of retail outlets was essen-
tially unchanged through September of

Table 4.=—Lenders’ Shares of Installment
Credit Outstanding

[Percent]
Com- Fi- Retail
Total!| mer- | nance | out- [Others?
cial com- lets
banks | panies
40. 6 34,0 13.7 11.6
40.4 33.6 13.9 12,0
40. 4 33.0 14.1 12,4
41.1 32.4 13.8 12,7
411 32.3 13.4 13.2
41. 4 30.8 13.9 13.9
415 30.4 14.0 14.2
41.6 29.9 4.1 14.4
41, 29.6 4.1 4.5

1. Components may not add to total because of rounding.

2, Mainly credit unions; also includes miscellaneous lenders
sucli(as savings and loan associations and mutual savings
banks.

Note.—Shares caleulated from data for end of period;
zhares in 1971 calculated on the basis of seasonally adjusted
ata.

Source: Board of Governors of the Federal Reserve
System.
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this year, but the share of finance
companies declined 1% percent to 29.6
percent. That decline continues a long-
term trend that accelerated beginning
in mid-1969, when several important
companies began to reduce their pur-
chases of auto paper and increase
their lending to business. During that
yvear of severe credit stringency and
record high interest rates, these com-
panies apparently found rates of re-
turn on auto loans less attractive than
those on alternative investments. Auto
paper held by finance companies de-
clined 10 percent in 1970. Thus far in
1971, finance companies have not in-
creased their holdings of auto or other
goods paper, and have added only
moderately to their holdings of personal
installment loans.

Outlook

The prospects for strong growth of
installment credit in the year ahead
appear quite favorable. The past year
and one half have seen consumers
saving a high percentage of current
income, adding substantially to holdings
of financial assets, and cutting back on
debt burdens. It thus seems clear that
consumers are in a strong financial
position for expanding credit use. Of
course, the extent of the expansion of
credit use—and indeed the expansion
of the economy at large—depends on
consumer confidence and willingness to
spend. Recent months show an increase
in durable goods purchases, not limited
to autos, and a sharp increase in con-
sumer debt, tending to confirm the
sentiment surveys which have reported
an improvement in attitudes and
spending plans.

Erratum

There is a typographical error in table C, page 22, of
“Residential Capital in the United States, 1925-1970" in the
November 1971 SurvEY. The perpetual inventory estimate for
April 1, 1960 should read $408.9 billion, not $480.9 billion.
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® |n November: The unemployment rate edged up to 6 percent
Nonfarm payroll employment increased slightly

The workweek increased somewhat further
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CHART 4
¢ [n November: Personal income rose $3'% billion
o Domestic-model auto sales rate was about 95 million units
® Plant and equipment expenditures expected to rise in current quarter and first half of 1972
INCOME OF PERSONS CONSUMPTION AND SAVING FIXED INVESTMENT
Billion $ Billion $ Billion $
900 700 100
PERSONAL INCOME** PERSONAL CONSUMPTION EXPENDITURES=* .
Producers' Durable Equipment*=
850 |- - 650 |- - 75 -
e —— — ,—’—
800 7] 600 [ ] o NonresidentiaI\Structures** 7]
e O
750 — 550 |- | s h |
Residential Structures**
700 Libgepa i atadearnadroianbinigl 500t 1 § I I | L1 1 0 1 |¢l i1 .1 I I
Monthly (Nov.) 0BE Quarterly (1) 0BE Quarterly (1If) 0BE
Billion $ Biltion $ Billion $
600 40 100 -
WAGES AND SALARIES** / RETAIL STORE SALES+ PLANT AND EQUIPMENT EXPENDITURES**
- Total - | . |- 1972~ Expected -
550 (left scale) _/J‘/ 3 Total 201~ TNt Piotiedy
\ \ 1-87.14
T1-88.46 P
500 —/ { 200 . 8ol _/\__./\ -
P s T S S Jiso | 70 o Expected -
Manufacturing . .
(right scale) Excluding Automotive Group
400 Lo bradvvieadoepraierteadonaanbit1anh 100 20 lLlllIlllH‘lllllllllll [ENERIRENEN| 60 | | | I T | | I I
Monthly (Nov.) 0BE Monthly (Oct.) Census Quarterly {Iv) OBE-SEC
Billion $ Million Units Billion $
800 12 8
DISPOSABLE PERSONAL INCOME * * NEW CAR SALES** CAPITAL GOODS MANUFACTURERS~
750 - 10 - ) = 7 —
(Peoﬂmgllg) Shipments
700 ~ 8- — 6 f=-- -
.Imports
650 _ 6 (right scale) . 5 -
L o
600 1 4 NN NENNEEN A gl gt lpa ity
Quarterly (1) 0BE Monthly (Nov.)  Trade Sources & 0BE Monthly (Oct.) Census
Dollars Percent Million Units
12 2.5
REAL PER CAPITA DISPOSABLE PERSONAL SAVING RATE* PRIVATE HOUSING**
PERSONAL INCOME*~*
2,700 |- (In 1958 Dollars) 4 w0 4 20 -
Starts
2,600 - 8- "\ e L -
2,500 - 6 = 1.0 -
2,400 | I | t - | | 4 11 1 11 1 1 ! 1 Slayresbrrtvadeeroabsreialryaaalaeng
1969 1970 1971 1969 1970 1971 1969 1970 1971
Quarterly (Ili) 0BE Quarterly (1) 0BE Monthly (Oct.) Census

* Seasonally Adjusted

* * Seasonally Adjusted, at Annual Rates
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December 1971 SURVEY OF CURRENT BUSINESS 7
T  CHART 5
® In October: Manufacturing and trade firms added $476 million to their stocks
. Merchandise trade deficit was $821 million; dock strikes distorted the data
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U.S. Department of Commerce, Office of Business Economics
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* Seasonally Adjusted
U.S. Department of Commerce, Office of Business Economics

* * Seasonally Adjusted at Annual Rates

8 SURVEY OF CURRENT BUSINESS December 1971
N CHART 6
® |n November: Industrial production increased about 0.7 percent, with most of the rise in nondurables
A Bank credit increased; money supply unchanged
i Interest rates and bond yields declined further
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90 Lyt byyatady eyl ebatgdieitalatg 340 biia ittt b ag sty deegind 180 40 i | I | | I
Monthly (Nov.) FRB Monthly (Nov.) FRB Quarterly (IIl) 0BE
1967 =100 Billion $ Billion $
150 2 100
INDUSTRIAL PRODUCTION* FREE RESERVES CORPORATE CASH FLOW AND PROFITS**
R ] = Cash Flow .
125 1 80
100 60 | -
V\/ Profits After Taxes
75 = 40 -\"~—\/\/’ i
50 llllllllllllllllllll“'ﬂ-!:illlllll]llL -2 pigdr vy g v ree b s te s eale sty 20 i [ | ) I I |
Monthly (Nov.) FRB Monthly (Nov.} FRB Quarterly (111} 0BE
Percent Percent Percent
100 12 24
RATIO, OUTPUT TO CAPACITY* INTEREST RATES AND BOND YIELDS OUTPUT AND COMPENSATION PER MAN-HOUR,
PRIVATE ECONOMY * *
90 |- Manufacturing - 10 |- - 16 [~ (Change From Previous Quarter) -
Corporate Yields, Moody’s Aaa Compensation
_ 8 sl Outpu*t ]
a & friveenns . ] 0
3-month Treasury Bills *, i
| 4 |l|||In|||||||||l|||||r“-‘||y’::|||'.;’l"| -8 | |
Quarterly (Il1) FRB Monthly (Nov.) ’ Quarterly (i) BLS
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December 1971 SURVEY OF CURRENT BUSINESS 9
NATIONAL INCOME AND PRODUCT TABLES

1970 1971 1970 1971
1969 | 1970 | II I v I I IIL 1969 | 1970 | II II | v I II Jaid
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of current dollars Bilifons of 1958 dollars

Table 1.—~Gross National Product in Current and Constant Dollars (1.1, 1.2)

Gross nationalproduet. ... ... . ________________ 9291 | 974,1 | 968,5 | 983.5 | 988.4 {1,020,8 |1,043,1 |1,060,8] 724,7 | 720,0 | 721, 1 | 723,3 | 715.9 | 729.7 | 738.4 | 745.5

P 1 pti penditures_..___... ... 579,6 | 615.8 | 613.8 | 620,9 | 624,7 | 644,6 | 660.9 | 672,5] 469,3 | 475,9 | 477.1 | 4779 | 474,2 | 484,8 | 492,3 | 496.5
Durable %oods ................................................ 89,9 | 886 90.7| 90.4 | 84.9 97.6 | 100.8 | 104.7( 84,8 | 814 | 83. 8| 828 76.6| 86.7( 89.2 92.0
Nondura - A .7 | 262,9 (265,56 | 270.9 | 272.0 | 279.8 | 282.0] 202.7 | 207.3 | 206.5 | 207.3 | 209.7 | 209.2 | 213.2 | 213.2
15 0 (1 S 3 .5 | 260.2 | 266.0 | 268.9 { 275.0 | 280.4 | 285.7] 181.8 | 187.2 | 186.8 | 187,9 | 187.9 | 188.8 | 190.0 | 191.3
Gross private domesticinvestment. _.._._____________________._. 137,8 | 135.3 | 1341 | 138,6 | 137,3 | 143,8 | 152,4 | 153.6} 109,6 | 102,2 | 102,7 | 104,0 | 101.2 | 104,7 | 109.9 | 109.0
Fixed investment. ... ... 130.4 | 132.5 | 132,1 | 133.5 | 133.6 | 140.6 | 146.7 | 152.5; 103.2 | 99.9 1 100.7 | 100.1 | 98.1| 102.1 | 105.0 | 107.6
98.6 | 102,1 | 102.1 | 104.8 { 100.8 | 104.3 | 107.0 | 109.3] 80.1] 78.6 | 79,4 80,1 | 78.5| 77.5| 787 79.2

3.5 | 368 3.6 37.3| 37.1 37.9 38.2 39.1] 4.5 | 24.2| 24.4| 24.2| 23.6| 23.8| 231 22,8

64.1 | 65.4| 65.6 ] 67.5 | 63.7 66.3 68.8 70.1} 66,7 | 54.4| B850 | 85.9| 520 | 53.7| 55.6 56.3

31.8| 30.4] 2.9 287 | 32.8 36.4 39.7 43.3] 23.1| 21.3| 21.3| 200 22.6 | 246 | 264 28.5

3.2 | 29.7| 20.3| 281 322 35.7 39.1 42,7 22.6 | 20.9| 208 19.5| 222 24.2( 26.0 28.0

.6 .6 .6 .6 .6 .6 .6 . 6| .4 .4 .4 .4 .4 .4 .4 4

Change in business inventories 7.4 2.8 2.1 5.1 3.7 3.2 5.7 1.1 6.4 2.3 2.0 3.9 a1 2,6 4,9 1.3
Nonfarm_.___ 7.3 2.5 18 4.7 3.3 3.0 5.2 .3 6.3 2.0 17 3.6 2.8 2.4 4,4 .6
Farm .1 .3 .3 .3 .4 .2 .5 .8 .1 .3 .3 .3 .4 .2 .5 7
Net exports of goods and services. . 2,0 3.6 4.2 4,0 2.7 4.2 -5 .5 .1 2.4 2,6 3.2 2,1 2.6 | —1.0 .5
Exports.. oL 55,6 | 62.9| 63.2] 63,7| 63.2 66.1 66. 4 68.9] 48.5 | 522 | 528 | 582.4| 5L9| 82.8| 53.0 55.1
ImpPOrts. . oo caeacaes 63.6 | 69.3| 59.0| 59.7| 60.5 61.9 66.9 68.4] 48.3| 49.8| 50.1| 49.2| 49.8| 60.1| 54.0 54.5
Government purchases of goodsand services. ............___..._ 209,7 | 219.4 | 216,5 | 220,1 | 223,7 | 228,2 | 230,2 | 234,2] 145.6 | 139,4 | 138,7 | 138,2 | 138,3 | 137,6 | 137,1 | 139,5
99.2 | 97.2 96.8| 96.1 | 95.9 96,7 95.7 97.4] 73.8| 66.4) 653 | 63.8| 63.2] 6L5| 60.5 62.5

78.4 | 75.4| 76.1| 42| 73.2 73.0 7.8 (18] RPN DRI PN FURSIRIY PRI PRRSRN SRR SN

2.7 21,9 2.6} 2L.9| 22.7 23.7 23.9 ! PR JREPRRUIPN PRNPRRPN RS PRNIN U RIS IPRSPRU PP

State and local.. .. ____ 110.6 [ 122.2 | 119.7 | 124.0 1 127.9 | 131.56 | 1345/ 136.8] 7.9} 740} 73.4] 743 7562 | 76.1| 76.6 77.0

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

Gross 929,1 | 974,1 | 968.5 | 983.5 | 988.4 [1,020,8 {1,043.1 {1,060.8| 724,7 | 720,0 | 721,1 | 723,83 | 715,9 | 729,7 | 738.4 | 745,86
Final sales 921.7 | 971.3 | 966.5 | 978.4 | 984.7 |1,017.6 [1,037.4 |1,0569.7] 718,2 | 717.7 | 719.1 | 719,4 | 712,8 | 727,1 | 733.5 | 744.1
Change in business inventories 7.4 2.8 2.1 5.1 3.7 3.2 5.7 1.1] 6.4 2.3 2.0 3.9 31 2.6 4.9 1.3

Goods output. 457,3 | 468.3 | 468,6 | 474.9 | 467.7 | 483,2 | 494.6 | 501,3| 389.9 | 383,0 | 385.4 | 387,2 | 376,7 | 386,6 | 393.3 | 397.6
Final sales. 449.9 | 465.5 | 466.6 | 460.8 | 464.0 | 480.0 | 488.9 | 500.2| 383.4 | 380.7 | 383.4 | 383,3 | 373.6 | 384.0 | 388.5 | 396.2
Change in business inventories. 7.4 2.8 2.1 5.1 3.7 3.2 5.7 1.1 6.4 2.3 2.0 3.9 3.1 2.6 4.9 1.3

Durable g00dS oo oo e aeme—————— 185.3 | 180.2 | 181.8 | 189.6 | 169.7 | 191.8 | 194.2 | 197.4] 165.9 | 156.1 | 158,8 | 163.7 | 144.4 | 161.9 | 163.4 | 165.7
Final sales. X 3 183.7 | 184.9 | 173.1 | 1880 | 1915 | 198.0] 162.1 | 156,8 | 160.3 | 160.0 | 147.5 | 158.7 | 161.1 | 165.7
Change in business inventories 45( —6—20 4,7 | —3.4 3.8 2.7 -.51 38| —6|—1L5b 3.7 -31 3.2 2.3 .0
Nondurable goods_ - - ... i iicaeiaaaas .1 | 286,09 | 286.3 | 297.9 | 291.4 | 300.4 | 303.8| 224.0 | 226.9 | 226.7 | 223.5 | 232.3 | 224.7 | 230.0 | 231.9
Final sales........_... - 7| 282.0 | 284.9 | 200.9 | 292.0 | 297.4 | 302.2] 221.4 | 223.9 | 223,11 223.3 | 226.1 | 226.3 | 227.4 | 230.5
Change in business inventories. . 4 4.0 .4 7.1 —. 6 3.0 1.6] 2.6 3.0 3.6 .2 62| —6 2.6 1.4
Services.__._______. remmaane 377.4 | 410,3 | 406,2 | 4137 | 420.6 | 432.3 | 439.8 | 446,1] 267,8 | 273,4 | 272,3 | 273,9 | 274,5 | 276,1 | 277.6 | 278.8
Structures. . . e cccvar———————————— 94,4 | 95,5 93,7 | 94.9 | 100,1 | 1052 | 108,6 | 113.4] 67,0 | 63,6 | 63.4| 62,2 | 647 | 67.0 | 67.4 69,1

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

Gross national product. .. ... .. 9291 | 974,1 | 968,5 | 983,5 | 988,4 |1,020.8 (1,043,1 (1,060,8] 724,7 | 720,0 | 721.1 | 723,83 | 715,9 | 729,7 | 738.4 | 745.5
Privale . et craceen 825,3 | 859,8 | 864,8 | 868,3 | 871,6 | 899,5 | 920.1 | 936.4] 664.0 | 659,4 | 660,4 | 662,8 | 665.4 | 669,0 | 677.5 | 684,2
792.5 | 823.4 | 819.7 | 831.3 | 833.5 | 859.6 | 877.9 | 894.5| 643.5 | 638.5 | 640.1 | 641.8 634. 1 646.9 | 654.1 | 661.7

764.5 | 796.2 | 790.9 | 804.1 | 806.4 | 831.5 | 849.0 | 863.7) 619.3 | 614.6 | 616.1 | 618.6 622.0 | 629.0 | 634.9

28,0 28.2) 288 27.1 | 27.1 28.1 28.9 30.8] 24,2 239} 23.9| 23.2 24.9 249 250 26.8

Households and institutions PO 28.5 | 317 | 31,0 321} 330 34.2 35.0 36.9] 16.6 | 17,0 | 16.8| 17,0} 17,1 | 17.6 | 17.7 17.8
Rest of the world............ 4.3 4.6 4.1 4.8 5.1 5.6 7.2 59 4.0 4,0 3.6 40| 42| 45 58 4.7
G 1gover e rcmrececmcccacecmcscorsecsccenaceenn 103,8 | 114,4 | 113,8 | 115,2 | 116,8 | 121,3 | 122,9 | 124,5] 60.7 | 60,6 | 60,7 | 60,6 | 60,5 60,8 | 60,9 61,3

NOTE.—The national income and product account estimates do not yet reflect the provisions of the Revenue Act of 1971 that was signed into law in December.

HISTORICAL STATISTICS

National income and product data for 1929-63 are in The National Income and Product Accounts of the United States, 1929-1965,
Statistical Tables (available at $1 from Commerce Department Field Offices or the Superintendent of Documents; see addresses inside
front cover). Each July SURVEY contains preliminary data for the latest 2 years and final data for the preceding 2. The July 1971 issue has
data for 1967-70. Prior July issues have final data as follows: 1964-65, July 1968; 1965-66, July 1969; 1966—67, July 1970. OBE will provide
on request a reprint of final data for the years 1964-67.
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SURVEY OF CURRENT BUSINESS

December 1971

1970

1971

1969 | 1970 | II | IIT ~ v

I

It

III

Seasonally adjusted at annual rates

Billions of dollars

1970 1971

1969 | 1970 | II ‘ III ’ v 1 I} III

Seasonally adjusted at annual rates

Billions of dollars

Table 4.—Relation of Gross National Product, National Income,

and Personal Income (1.9)

Groes national product.

............. 929, 1 1974.1 (968.5 [983.5 (988,4

Isss Capital consumption allow-
........... 81.1 | 87.6 (8.9 882|808

Equals: Net national product. ... 848,0 [886,5 [881,6 (895.3 |898.6
Less: Indirect business tax and | 85.7 [ 92.9 | 91.9 | 94.2 | 95.8

nontax liability_........__..
Business transfer payments..| 3.7 | 3.9 3.9 | 40| 4.1
Statistical discrepancy...---- —4.1 (—4.56 |—5,8 {—3.2 |—1.6

Plus: Subsidies less current surplus
government enterprises..... L1} L7 L8! L9/ L7
Equals: National income.______..._. 763,7 (795.9 |793.4 (802.2 802,1

Less: Corporate profits and inven-

tory valuation adjustment_{ 78.6 | 70.8 | 71.5 | 73.0 | 69.0

Contributions for social in-
£ 1V SR 54.0 | 57.6 | 67.4 | 58.4 | 68.5

Wage accurals less disburse-

ments__._....__.

Plus: Government transfer pay-
ments to persons
Interest paid by government

.0 0)-21 ) —.4 .0

........... 62.2 [ 75.6 | 77.3 { 77.2 1 80.7

(net) and by consumers....[ 29.0 | 31.7 | 31.1 | 32.2 | 32.4

Dividends.......

............ 24.4 1250 (2491252250

Business transfer payments..| 3.7 3.9 3.9| 4.0 41

Equals: Personal income.

........... 750,3 {803.6 803.8 |809.8 [816.7

1,020.8

95.6
925, 2
99.3
4.2
-4.9
1.6
828,3

75.8
63.9

83.7
32.0
25.6

4.2

834,3

10431

97.3
945.7
101,7

4.2
—4.0

844,5

78.3
66.0

31.7
25.4
4.2

854.8

1060, 8

99,6
9614
105.6

4.3
-1.9

854,1

76.7
66.2

92.5
32.4

4.3
866, 1

Table 5.=~Gross Auto Product in Current and Constant Dollars

(1.15, 1.16)

Gross auto product !

Personal consumption expenditures.| 31.7 | 28.0
Producers’ durable equipment_..| 5.6 | 4.9
Changein dealers’ autoinventories.| .1 | —.

Net exports._._.___._

Exports...
Imports

Addenda:

New cars, domestic 2
New cars, foreign_.._...

Gross auto product !

Personal consumption expenditures.} 30.
Producers’ durable equipment...| 5.
Change indealer’sautoinventories.

Net exports..........

Exports...

New cars, domestic 2
New cars, foreign.......

Billions of current dollars
............ 36.6 | 30.6 | 35.2 | 34.1 | 22,0 42,1 | 40,0 | 43.1
20.9 | 20.6 | 23.5 33.9| 345 8.5
53| 52| 41 6.0 6.1 6.6
9] 11 .51-3.6 4.1 1.4 1.6
............ —1.1(|~1.8 [-1.4 [-1.6 |—23| —22| =23 -8.0
22| 20] 24 22| 1.4 2.6 2.7 2.9
34| 37| 38| 3.7 37 4.8 5.0 5.8
............ 32.2 | 26.0 | 30.3 | 30.2 | 17.1 3.7 341 384
............ 56| 63| 67 65| 6.5 7.9 8.2 7.9

Billions of 1958 dollars

............ 35, 28,3 | 33.0 | 31.6 | 19.6 36.8 | 347! 37.3
3 (259280274211 20.5| 29.9 | 32.4
.4 | 46| 50| 49| 3.7 5.3 5.3 5.8
A1 =91 11 .5 |—3.4 3.8 1.2 1.5
............ -1.1|-.7[-L38 [~1L5|-22| =20} =21 -27
22| L9} 24} 2.1 | 13 2.4 2.4 2.6
............ 33| 36 3.7} 36| 3.5 4.4 4.6 5.3
............ 3l.4 | 24.7 | 20.0 | 28.6 | 15.8 329 30.5| 4.1
............ 55| 60 64 52| 60 7.1 7.3 7.1

1. The gross auto product total includes government purchases
2. Differs from the gross auto product total by the markup on both used cars and foreign

cars.

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

C tion of loyees. . .._......

Supplements to wages and salaries. .
mployer contributions for social
insurance.........oooooooooooo
Other labor income.............__.
Proprietors’ income____________._._____

guslness and professional___...._....

Rental income of persons. ...

Corporate profits and inventory uhu-
tion adjustment. _.

Profits before tax.........._......_..
Profits tax lability. .
Profits after tax__.

Dividends.
Undistributed profits._._.____._.

Inventory valuation adjustment.....

Net interest... ... .. ...

793.4 (802,2 (802,1 |828,3 |844,5 | 854,1
§98.5 |606.5 |609,3 [627,9 (639.5 | 647.7
538.5 |545.2 {547, 2 |662.3 (672.4 | 579.0
424.4 1429.4 1429.9 |441.2 (449.8 | 454.0
945 56,0 | 686 1008 100 | 100:9
60.0 | 61.3 | 62,1657 | 67.1] 6€8.7
20.5|30.1)30.1}331|33.7; 346
30.4 | 31.2 320326334 341
67.6 | 66,0 | 65,9 | 66,0 | 66,7 | 68,8

51.0 | 51.4 | 61.5 | 51.2 | 61.5 | 51.8
16.6 | 14.5 | 14.4 | 14.8 | 156.2 | 17.0

23,2 | 23,4 23,7 | 23,8| 24,2 | 24,5

71,5 {73,0| 69,0 | 75,56 | 78,3 | 76,7
75.8 | 78.5 | 71.6 | 79.1 | 83.3 | 83.1
34.5 1366323362374 37.9
41.3  42.9 | 39.2 | 42.90 | 46,0 | 45.2
24.9| 25.2|25.0) 26.6125.4| 257
16.4 | 17.7 | 143 17.3 1 20.5 | 19.6
—4.2 |—5.5 |—2.6 [—3.6 [~5.1| —6.4

32,6 | 33,4 34,2 | 35,0 358 36.4

Table 7.~~National Income by Industry Division (1.11)

All industries, total_.__._..._....

Agriculture, forestry, and fisheries... ..

Mining and construction

Manufacturing. ... .........__..
Nondurable goods.
Durablegoods. ... ccccoooiooaaoo

Transportation. ... . ... .........__.
Communieation............_...... .-
Electric, gas, and sanitary services..._
‘Wholesale and retail trade.._..........

Finance, insurance, and real estate__..
ervices.

[P )

& 00 =

Bxlls)
-~

=
»8 8% BR=S8

—

=
DR NO =R Wk

|

793.4 [802,2 (802,1 1828,3 1844.5 | 854,1
25.2|23.2 | 23.3 |23.9 244 26.1
48,9 | 49.5 | 60.3 | 50.3 | 51.6 | 5L8
220.1 |219.9 [210.1 (223.3 |226.9 | 225.9
86.9187.9187.889.391.2| 92.2
133.2 |132.0 |122.4 |134.0 {135.6 | 133.7
20.0129.9 | 30.0 | 31.7 | 32.1 | 32.4
16.8 1 17.2 [ 17.3 | 17.0 | 17.2 | 16.4
14.2| 146 | 14.8 14,8 [ 15,56 | 16.0
121.6 (123.1 (124.7 (126.6 |129.9 | 132.3
85.5 | 88.3 | 90.9 | 92.4 | 93.8 | 95.8
102.2 |104.0 |106.2 |108.5 |110.1 | 112.5
125.9 {127.7 1120.4 |134.1 |136.9 | 138.8
41| 48! 61| 56| 7.2 5.9

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

Adjustment by Broad Industry Groups (6.12)

All industries, total_..__.__._....
Financial institutions___.__._...... ...
Nonfinancial corporations_...._._..___

Manufacturing......................
Nondurable goods. R
Durable goods.......

Transportation, 0! unicatlon,
and public utilities

All other industries____

71,5 (73,0 | 69,0 | 75,5 | 78,3 | 76,7
12,1 13,5 | 14,0 | 14,1 | 13,6 | 14,2
59,4 | 59,5 | 54.9 | 61.4 | 64,7 | 62,5
26.0 | 32.4|33.3| 3L9

165 168|162 | 16.4 | 17.3 | 17.6
149 |13.8| 88160161 143
7.8| 70| 81| 78| 7.7| 7.8
20.1| 20,0 21,9 | 216 | 236 | 22.7
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1969 | 1970

1970

1971
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Seasonally adjusted at annual rates

1969

1970

1970 1971

II I | III

I ’ v I

Seasonally adjusted at annual rates

Billions of dollars Billions of dollars
Table 9.—Gross Corporate Product! (1.14) Table 10.—Personal Income and its Disposition (2.1)

Gross corporate product. . _____. 526.3 [641,6 (540,1 [547,6 |544,3 |568,6 [579,8 | 586,4 Personalincome... ... . ..._....... 803,6 |803.8 809.8 (816.7 (834.3 (854,8 | 866,1
Capital consumption allowances.......| 51.3 | 56.2 | 55.7 | 56.7 | 58.0 | 62.6 | 64.0 | 65.5 Wage and salary disbursements. 541.4 540.6 |545.6 |547.2 [562,3 |572.4 | 579.0
Indirect business taxes plus transfer Commodity-producing industri 2007 [200.9 [201.4 [198.4 |203.2 {206.7 | 206.8

payments less subsidies...._........ 49.2 | 522 | 51.9 | 52.8 | 53.4 | 65.6 | 56.9 | 59.3 Manufacturing.__ 158.3 [158.9 (160.1 |155.1 |150.6 |161.7 | 161.7

Distributive indus! 129.1 [127.9 |130.7 [131.8 |135.5 {138.3 | 140.1

Income originating in corporate busi- Service industries. 96.7 | 95.6 | 97.2 | 99.7 [102.6 [104.9 | 107.1

L Lt 425.9 1433.1 |432.6 |438.1 1432.9 1450, 3 1458.9 | 461.5 Government. . ... 114.8 {116.2 (116.2 (117.3 [121.0 {1226 | 125.0

Compensation of employees......... 350.5 |366.0 |364.2 (368.8 |367.9 |378.9 (386.1 | 389.3 Other labor income..... ... 30,8 130.4 31,2 320 (326334 341
Wz?ges and salaries.._.... -.|311.1 |324.2 1322.9 |326.5 (325.2 |333.9 [340.2 | 342.5

Supplements. ... ........ 39.4 [ 41.8 | 41.3 1 42,3 | 42.7 | 45.0 | 45.9 | 46.8 Proprietors’ income.... ............ 66.9 | 67.6 | 66.0 | 65.9 | 66.0 | 66.7 | 68.8

Business and professional......._.. 51.0 [ 51,0 | 51.4 | 51.5 | 61.2 | 1.5 | 51.8

Net interest. . ...........o.o........ 12| L1 n2| 11} L0} 10| 11 1.1 FAPM e e eeoeeoeee oo oo 15.8 | 16.6 | 14.5 | 14.4 | 14.8 | 15.2 | 17.0

Corporate profits and inventory Rental income of persons___.___._... 23,3 | 23,2 | 23,4 |23.7|23.8{24,2] 24,8

valuation adjustment____._..._. 74.2166.067.2)|68.2)640)70.47L7| 7.2 Dividends.... ..o oooeeeeeeeeen 25.0 {24.9 (25.2 | 25.0 (25.6 { 25.4 | 25.7

Profits before tax._.... 79.7| 70.6 | 71.4 | 73.6 | 66.6 | 74.0 | 76.8 | 77.7 P 1 interest income. ... 64.7 1 63.7 | 65.6 | 66.7 | 67.0 | 67.4 | 68.8
g el HEEHE AR
Profits after tax. - - , 3 . . 3 8 g . Transfe ments. -« .oooooccoanan 79,6 | 81.1 | 81,2 | 84.8 | 87.9 | 96.4 | 96,9

Dividends. ......._... 22.4 | 228 | 230 | 230|227 282|222 | 230 Old-ngo, sarvivors, disability, and
Undistributed profits.......... 17.6 | 13.6 | 13.9 [ 15.1 | 11.6 | 14,6 | 17.2 | 16.8 health insurance benefits__ ... 33.0 138.5|41.4 |39.0 | 30.4140.7|47.0] 45.6
Inventory valuation adjustment..}—5.5 (—4.5 |—4.2 {—5.5 |-—2.6 (—3.5 {—5.1 | —6.4 State unemployment insurance s R \ . ,
2.1 .9 .61 4. 51| 6. 6.1 6.
Cash flow, gross of dividends....._.... 91.3|92.6 | 92.6 | 94.8 | 92.3 1004 (103.5 | 105.4 . 7| 9.5 99104 {110 {114 115
Cash flow, net of dividends_.._...._._. 68.9)69.8/69.6 | 71.8(69.6 77,282 823 26.7 (28.1 | 29.8 [ 31.1 | 31.9 | 33.4
Gross product originating in
financial institutions_.._....__. 24,3 | 25,4246 261269 |27,7|27.8] 28,5 27,8 | 28,3 | 28,4 | 30.9 | 31.3 | 31.6
Grose product originating in
financial corporations. ........ 502, 0 1516, 2 |815.5 |521,5 |517.4 |540.9 (552,0 | 567.8 MONEE. - oo oo emmen 116.2 115, 9 {118,0 [113,5 |115.2 [112,7 [114,0 | 116,9
Capital consumption allowances....... 49.5 | 54.1 | 53.6 | 54.5 | 55.7 | 60.2 | 61.5 | 62.9 E, . bl 14 .-J634.2 [687.8 |685.7 [696,2 |701.5 [721.6 [740,8 | 749,2
Indirect business taxes plus transfer quals: Disp i
payments less subsidies...._........ 47.1149.9 1 49.5 | 60.4 ) 50.9 1 52.9 | 541 | 56.3  Legs: Personaloutlays. .. ........... 596.3 1633.7 [631.5 [638.9 1643.0 [663.2 {679.5 | 691.5
. Personal consumption expenditures._{579.6 [615.8 |613.8 [620.9 624.7 [644.6 (660.9 | 672.5
Income originating in nonfinancial Interest paid by consumers.......... 15,8 | 16.9 | 16.8 [17.1 [ 17.4 | 17.7 | 17.9 | 18.0
corporations_. . ... ............. 405. 5 |412.2 |412. 4 |416.5 |410.7 |427.8 [436.5 | 438.6 Personal transfer payments to for- o Lo
............................ . 9] LO .9 .9 9 L .
C%npensatgnslagt employees ggg,g %g 333; 23?‘3 :;402.3 g{g_; 362.1 %g g eigners 9 : o

ages and salaries . . . . . .9 1319.4 | 321 : Personal saving. ... ... 37,9 | 54,1 | 54,2 | 57.4 | 58.5 | 58.4 | 60,9 | 57.

Supplements. ... 36,9 39,0 | 38.6 | 39.5 | 30.8 | 410 |42.7 | 43.5 auals: Personalsaving

Netinterest .. .. .. ... 12,9 | 14.8 | 14.6 | 15.0 | 15.4 [ 15,8 | 16.2 | 16.6 Adden d:k . v
Corporate profits and inventory Disposable perso! ncome:

Kot s EHEHEAPHE NPT TRt s sl el e el e B e
Tofits before tax...... 8 8 . . A g 63.2 . » current dollars...... g d y ) ) g s
I;rogts :ta?g liability 333 23.; g;; %sg 22-;.8 233_3 30.4 30'% Per capita, 1958 dollars.._........... 2, 535 |2, 505 (2, 606 {2,613 |2, 588 |2, 631 (2,669 | 2,669

rofits after tax_ 34. 30. . 1. .8 . 32.8| 33
Dividends.._._... ... 20.9|21.1(21.2|21.2|20.9]21.4|20.5]| 21.2 Personal saving rate,? percent__....._. 6.0 79! 79 82| 83/ 81| 82 7.7
Undistril:iutet.i ptogts.-_....t... 13.2 9.6 _1402 10.7| 6.9 9.6 (12.3| 118
Tnventory velustion adjustment...—5.5 4.5 |—4.2 |=8.5 |=2.6 |=3.6 | ~5.1 | 6.4 Table 11.—Personal Consumption Expenditures by Major Type (2.3)
Cash flow, gross of dividends_......... 83.884.8|852|86.583.5|9.1|943] 9059
Cash flow, net of dividends..._..._.....] 62.9 [ 63.7 | 63.9 | 65.3 | 62.7 | 69.8 | 73.8 | 74.7 | " ai
expendi-
Pm_iol_ls!l:?_onpe ..... 579, 6 (615.8 |613.8 [620.9 |624,7 [644,6 (660,9 | 672,5
Billions of 1958 dollars
. ° Durablegoods. ... ... . ....oc.o.. 89,9 | 88.6 | 90,7 | 90.4 | 84,9 | 97.6 [100.8 | 104.7
Gross product originating in Automobiles and parts. . .......... 40.4 | 37.1|39.1 [ 38.8 |32.7 |44.1 457 | 49.2
corporations. ... . .6 136.3(37.4(37.6(37.0]37.6(3.5|40.4| 40.6
nonfinancial corporations 430,56 [425.0 |427.7 (427.6 1416,7 1431,8 [437.0 | 438, ggégrjf\ﬁo:ixfk?&sfﬁctli??ilfl}fl}f. %2.3 142 140|146 | 146|140 | 14.6 5.0
Dollars Nondurable g00d8_ .o 2476 [264,7 |262,9 (265.5 [270,9 (272,0 (279.8 | 282.0
Food and beverages. __._.._._....... 122.5 [131.8 [131.4 [132.4 |134.3 [135.1 (138.2 | 139.2
Crre™ ol o8t Der it of Clothing and Shows. --------o12 10 w3 (w2 (w1 (54 02 (48570 | Br3
o 088 odu ... . A 3 . . 3 3
originating In nonfinancial Sasaline and ofl 57.5 | 5.9 | 57.8 | 59.0 | 58.3 | 60.4 | 60.6
LI N X . . , L . 1,212
corporations 1,166 |1,215 11,205 11,220 |1,242 (1,253 |1.263 2602 |265.0 |268.9 |275.0 |280.4 | 285.7
Capital consumption allowances_......] .115 | .127 | .125 [ 128 | . 134 | .139 | . 141 | .143
Imﬁrect business taxes plus tran: 90,3 {91.8|904.1|98.4|98.6 lgg;
payments less subsidies...... o] L1209 [ L117 | L16 | 118 | L322 | 122 | .124 | 128 35.7 | 36.7 | 36.9 | 37.7 | 38.6 -7
Compensation of employees. . {.768 | .810 | .801 | .811 | .829 | .824 { .829 | .832 17.6 | 18.1 [ 18.3 | 18.6 | 18.9 19.3
Netinterest . .. .. . ____..___....... .030 | .035 | .034 | .035 | .037 | .037 | .037 | .038 116.6 |118.3 [110.5 [122.3 [124.2 | 126.
o aqpromis and inventory valu- | 4| 125 | 120 | 128 | .120 | 130 | .13 | .13 he National I and
ation adjustment______..__.__.__..__ .1 .1 . . . . . . — i jons in the ationa) necome
Profits tax liability.._....._... .078 | .064 | .065 | .066 | .059 | .067 | .070 | .070 Table 12.—Foreign Tlr)an‘slact Accounts (4.1)
Profits after tax plus inven- roduc .
tory valuation adjustment...| .067 | .062 | .064 | .062 | .060 | .063 | .064 | .060
Recelpts from foreigners_____.._..... 55.6 | 63.8 | 64.1 | 64.6 | 64.0 | 66,8 | 67.1 | 69,6
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 ~ Exports of goods and services.......... 56.6 | 62.9 | 63.2 | 63.7 | 63.2 [ 66.1 | 66.4 | 68.9
point shifted two places to the left.
3. Personsl saving as a percentage of disposable personal income, Ca;z;ts.l grants received by the United 0 ° 0 0 . 7 7
r SRR P . .
Paymentsto foreigners. __........_.. 55.6 | 63.8 | 64.1 | 64.6 | 64,0 | 66,8 [ 67.1 | 69.6
Imports of goods and services......_._. 63.6 | 50.3 | 59.0 | 50,7 | 60,56 ( 61.9 | 66.9 | 68.4
Transfers to foreigners................. 2.g 3.3 ?8 3.3 3.8 3.; I{g Iil%
5%'32&“:‘55;;6 """ | 21| 22| 20| 23| 24 22] 22| 22
Net foreign investment. ... ........-.. -9 1.3] 20} L6 2] L8 |-30}-20
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Index numbers, 1958 =100

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

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

Federal Governmentreceipts__.__._._.

Personal tax and nontax receipts...
Corporate profits tax accruals._.....
Indirect business tax and nontax

BCCUralS. - oo
Contributions for social insurance. ..

Federal Gover: t ditures.. ...

Purchases of goods and services......
National defense....__...........

Grants-in-aid to State and local gov-
ernments. ... .ol

Netinterestpaido ... ...

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

Less: Wage accruals less disburse-

Surplus or deficit (—), national
income and productaccounts. . ...

1915

92,2
30.6

19.3
49.3

205, 1

~13.6

193.8 |191.3

94.5 | 89.7
30.9 | 3L.9

19.1 (19,7
49,2 | 50.0

207.9 |206.7
96.8 | 96.1

75.1 | 4.2
21

oww N
[=-3 n
pRE B

85.
63.
2.

23.9 | 24.9

wWhd ©

14.3 | 15.0

5.6| 58

-21| —.4

—14,1—15,4

195.6

87.6
32.4

20.6
55.0

213.2
96.7
73.0
23.7
69.6
67.4

2.2
271.3

14.0

5.7

—17.5

198,83 | 202,6 Gross national produet_.________
88.4 | 90.0  Personal consumption expenditures. ..
33.4| 339

Durablegoods_ ... __._..____.__
20.6 | 21.8 Nondurable goods
55.9 | 56.9 Services._ ... ...

2209 | 223.9 Gross private domestic investment_____

96.7 | 97.4 Fixed investment . _._____..___.____.
7.8 | 70.8
23.9 | 26.6 Nonresidential .. _.._._.._.._.____.
7.5 | 77.6 Struetures_ . . __._.___._.__.___
75.3 | 75.3 Producers’ durable equipment _..
2.2 2.2
2.5 30.1
13.4 | 14.0
4.8 4.9
0 .0
services. . ... ... ...
—22,6|-21.2
Federal .- ... .. ... ...

Table 14,~~State and Local Government Receipts and Expenditures
3.3, 34)

128, 21135, 29
123,5 1129.4
106. 0 (108.9

128.7
108.2

127.4
139.3

156.1

148.2
163.1

134,32

138, 07|139.88|141, 27(142, 31
131.7 ]133.0 [134,3 | 135,4
110.8 |112.5 |113.0 | 113.8

129.2 (130.0 (131.3 | 132.3
143.1 |145.6 |147.6 | 149.3

161.7 |165.8 {167.5 | 168.0

151.8 |157.2 |158.2 | 155.9
170.2 [172.8 (175.5 | 177.8

Table 17.—~Implicit Price Deflators for Gross National Product by

Stateand localgovernmentreceipts_____

Personal tax and nontax receipts....
Corporate profits tax accruals....._.
Indirect business tax and nontax

Purchases of goods and services____..
Transfer payments to persons.
Net interest paid .. c.ccoooo .o
Less: Current surplus of government
enterprises. -.._ .. ... ..o ..

Surplus or deficit (—), national
i and product -

o

WO I

131.9 |135.3

-3
b
o ®

8.4
24.9

[
B

130,0 (135.1

.1

23.5 | 28.8
745

-3
Hoo S
O =

119.7 {124.0
14.0 | 14, ?

3.8 | 3.9

L9 .2

143.7
25.1

-
I

[
N
weo -3

144.1

13L.5
16.4

_'4

134,32
134.4

121. 6

114.5
126.6

149.2
147.9

106. 6

Major Type of Product
1492 | 1541
25.6 | 26.9 _ Gross national product-.__..__._ 128, 21|135, 29
4.0 40 Finalsales. ... ... ........__.._ 128.3 |135.3
8L.1}| 83.8  Goodsoutpub.........._....._..._.._.. 117.3 11223
gg ad Durable goods - .._...._...._._.. 1117 [115.4
hid g Nondurable goods___.___....__.._._. 121. 4 |127.0
47,7 | 150.3 Services. ... ... ... __._.________ 140,9 (150,1
184.5 | 136.8 Struetures.___..__..._._._._._._....___. 140, 9 |150.2
16.9 17.2 .
"4 ‘1 Addendum:
41 a1 Grossautoproduet_.______.________. 104,.5 |107.9

138, 07/139.88|141, 27142, 31
138.2 1140.0 (141.4 | 142.4

124.1 |125.0 1125,7 | 126,1

117.5 (118.5 {118.9 | 119.2
128.3 |129.7 [130.6 | 131.0

153,2 |156,6 {158.4 | 160,0
154,9 (157,1 {1611 | 164,2

112, 4 [114.4 (115,2 | 115.5

1.6 | 3.8 Table 18.—Implicit Price Deflators for Gross National Product by

Table 15.—Sources and Uses of Gross Saving (5.1)

Sector (8.4)

Gross privatesaving. . .__.___._________

Personal saving......oocooooooaoooo.

Undistributed corporate profits ... .. 20.0

Corporate inventory valuation ad-

justment.____________________._.._.
Corporate capital consumption
allowanees. .. - occoiuioomonaaaeas
Noncorporate capital consumption
allowanees. oo oo oeoccooeiooaoas

‘Wage accruals less disbursements. ...
Government surplus or deficit (—),

national income and product
accounts..___ ... ... __..._..

QGross private domestic investment. .
Net foreign investment___...___.....

Statistical discrepancy. .. ... ... __

153,4

5.1
18.2

-4.5

56.2
314
.0

-13.1
—13.6
.5

.9

136.6
135.3
9

1.3

—4.5

163.3 |157.8

54,2 | 57.4
16.4 | 17.7

—4.2 |—5.5
55.7 | 56.7

L9

.9 .9
136.2 |140.2
134.1 |138.6

2.0 L6

-5.8 |—-3.2

31.3 | 3L.5

—12,2|-15.2
—14,1/~15. 4
.2

167.7

58.4
17.3

-3.5
62.6
32.9
0

W7
145.6

143.8
1.8

—4.9

-17.9
—-17.5
—-.4

Gross national product_.___._.__ 128, 21135, 29134, 32(135, 97138, 07|139, 88141, 27142, 31
Private___ ... ... 124, 291130, 38(129, 43|131, 00|132, 98|134, 45|135, 81(136, 85
173,7 | 170,3
128.1 [129.5 |131.4 (132.9 (134.2 | 135.2
60.9 | 57.7 128.4 (130, 0 (132.4 (133.7 |135.0 | 136.0
20.5 19.6 120.0 {116.8 [108.4 [112.8 |115.6 | 115.1
—5.1| —6.4  Households and institutions_ _..._._|172.8 [186.8 || o oo omeo o et
64.0 | 65.5 187,5 [190,4 [193.2 |199.6 {201, 9 | 203,2
33.3| 33.9
0 ‘% Table 19.—Gross National Product: Change from Preceding
Period (7.7)
—21,0-17,5
Percent Percent at annusl rate
-22.6|—21.2
L6 3.8
Grosa national product:
Current dollars_ . _....._...__...._. 7.5| 48] 63| 63| 2.0(13.8| 9.0 7.0
N .7 Constant dollars. .. ] 25| ~-.6 7| L3 |—41| 80} 4.8 3.9
Implicit price deflator 1 48| 65| 4.6 50 63| 53| 4.0 3.0
149.4 | 151,6 Chain priceindex_ . ... 491 63| 50| 47| 55| 64| 4.8 3.8
152.4 | 153.6 Gross private product:
—-3.0) 2.0 Current dollars._ . ._____...... 7.3 42| 50| 65| 1.5{13.4| 9.5 7.3
Constant dollars 2.6 | =7 .81 L5 (—~44]| 85| 52 4.0
—4.0| —-1,9 Implicit price deflator 4.5 49| 4.1 49| 6.2 | 45| 4.1 3.1
Chain price index. . _ 46| 4.7 | 4. 4.5 54| 55| 49 4.0
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MANUFACTURERS reported modest
declines in sales and inventories in the
third quarter. For the fourth quarter,
they expect little change in sales but
substantial inventory accumulation.
For the first quarter of 1972, they
project a sizable sales rise with moder-
ate inventory additions.

I CHART 7
Manufacturers’ Inventories and Sales

DURABLE GOODS
MANUFACTURERS
Billion $
110

NONDURABLE GOODS
MANUFACTURERS

100 |- 4 F .
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Manufacturers’ Inventory and Sales Expectations,
Fourth Quarter 1971 and First (uarter 1972

Manufacturers’ evaluation of the
condition of their inventories changed
little in the first 9 months of 1971.
Although firms holding 20 percent of
producers’ stocks viewed their inven-
tories as “‘high” at September 30, the
amount of imbalance reported by these
companies was small.

These are the results of the latest
OBE quarterly survey of Manufac-
turers’ Inventory and Sales Expecta-
tions, conducted in November. The
previous survey, conducted in August,
had projected a moderate sales rise
and material additions to stocks in the
second half of 1971,

Sales expectations

Sales fell one-half percent from the
second to the third quarter, with both
durable and nondurable goods pro-
ducers reporting declines of less than
1 percent. Manufacturers expect ag-
gregate sales to be virtually unchanged
this quarter, with durable goods pro-
ducers’ sales falling fractionally and
those of nondurable goods producers
rising almost 1 percent.

A 3 percent increase is projected for
the first quarter of 1972—4 percent
for durables, 2% percent for non-
durables. These are substantial gains
relative to the changes of the last few
years. The expected gains are fairly
widespread among industries, with
automotive and steel producers showing
particular strength.

Inventory additions

Manufacturers expect inventories to
rise $1.3 billion in the fourth quarter
and $0.6 billion in the first. The pro-
jected fourth quarter rise would be the
first sizable addition this year; inven-
tories barely changed at all in the first
half and fell nearly $0.3 billion in the

third quarter, reflecting substantial cut-
backs by metal fabricators.

Durable goods producers reduced
their holdings $600 million in the first
three quarters of 1971. They plan a
$600 million addition this quarter and
$400 million next quarter, when steel
and automotive producers plan major
increases.

Nondurable goods producers’ inven-
tories increased $400 million in the
first half of 1971 and were unchanged
in the third quarter. Planned additions
are $700 million this quarter and $200
million next.

Manufacturers’ stock-sales ratios de-
clined in the first half of 1971, rose
slightly in the third quarter, and are
expected to rise further by yearend.
A substantial decline is projected for
the first quarter. Recent fluctuations
have been primarily in the durable
goods sector. The durables ratio is pro-
jected at 2.06 months of sales on Decem-
ber 31 and 2.00 months on March 31.
The ratio ranged from 2.11 to 2.03 in
the first three quarters of this year. The
nondurables ratio is projected at 1.37
months of sales at yearend and 1.35
on March 31. The ratio peaked at 1.41
at the close of 1970.

Inventory condition, September 30

On September 30, companies holding
20 percent of manufacturers’ stocks
judged their inventories ‘high,” down
1 percentage point from June 30 but
unchanged from March 31. The “about
right”’ ratio was 79 percent; the “low,”
1 percent.

Durable goods producers reported
23 percent of their holdings as “high,”
76 percent as “about right,” and 1
percent as “low.” The “high” ratio
reached 28 percent on June 30, 1970
but had declined to 23 percent by last
December 31.
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The ratios for nondurable goods
producers on September 30 were 14
percent ‘‘high,”” 84 percent “about
right,” and 2 percent ‘“low.” The “high”
ratio reached 19 percent on March 31,
1970 but was down to 14 percent 1 year
later.

SURVEY OF CURRENT BUSINESS

Inventory imbalance, September 30

In each of the first three quarters of
1971, manufacturers’ inventories were
about $2 billion in excess of needs
(after netting excesses and deficiencies).
This was equivalent to about 2 percent

Table 1.—~Manufacturers’ Inventories and Sales: Actual and Expected !

[Billions of dollars]
1968 1969 1970 1971 1972
I II |IIT [ IV | 1 II (I | IV | I II (III | Iv | 1 II | III (IV?Z| I2
Inventories, end of quarter:
Unadjusted:

All manufacturing...___.. 86,2/ 87.8( 88.5| 90.5 92.8/ 94.1| 94.7| 06.4| 98.4| 90.0| 98.7/100.1/101.0/100.7| 99. 4/101.3/102. 7
Durables. ... __..__.__.. 56,0| 57.3| 57.7| 58.7| 60.5! 61.5] 61.9| 62.8| 64.2| 64.4| 64.5/ 64.8| 65.4] 65.0| 64.1) 64.9| 66.0
Nondurables________._. 30.2| 30.5| 30.8| 31.8| 32.4{ 32.5 32.8] 33.6{ 34.1| 34.5| 34.2| 35.4| 35.5| 35.7| 35.3] 36.4| 36.7

Seasonally adJusted:

All manufacturing________ 85.7| 87.6| 89.3] 90.7| 92.3| 93.9| 95.5| 96.7| 97.9] 98.7| 99.6(100. 5/100. 5/100. 5/100. 3(101. 6/102. 2
Durables.._._._.._.__. 55.7| 57.0| 58.1 59.0| 60.2| 61.3| 62.3| 63.2( 63.9; 64.2| 65.0| 65.2| 65.1] 64.8| 64.6| 65.2; 65.6
Nondurables._.__.__.._. 30.0| 30.6] 31.2) 31.8| 32.2( 32.6| 33.2| 33.5] 34.0] 34.5| 34.6| 35.3| 35.4] 35.7| 35.7| 36.4| 36.6

Sales, total for quarter:
Unadjusted:

All manufacturing.._.___. 144. 6{153. 5{148. 2,157. 2/156. 4|163. 4/158, 8165, 0(161. 8/168.11162, 1|{161.1/168, 7(179. 2/170.1|175. 5{178.0
Durables..__.___..._._. 80.6{ 86.1; 79.1| 86.5 87.0| 90.9| 85.6| 91.0| 87.8| 92.5| 86.3| 85.6; 92.2| 99.5| 90.8| 95.6| 97.9
Nondurables__.._.____. 64.0] 67.3] 69.0| 70.7| 69.4| 72.5| 73.2| 74.0| 74.0| 75.6/ 75.8| 75.5| 76.6| 79.7| 79.3; 79.9| 80.1

Seasonally adjusted:
All manufacturing.______. 145. 31149, 5/151. 8/156. 0|157. 6/159. 4/163. 0(163. 7|163. 4/164. 1{166. 1(160. 3/170. 5/175. 0|174.1(174. 4|180. 0
urables. ... .___ 80,6} 82,7] 83.0f 85.4/ 87.2| 87.5| 90.1| 90.0| 88.2| 89.1| 90.6| 85.0] 92.6; 95.8| 95.1| 94.9| 98.5
Nondurables__..______. 64.7| 66.8; 68.8] 70.68| 70.4 72.0| 72.9| 73.7| 75.2| 75.0| 75.5| 75.2{ 77.9! 79.2| 79.0| 79.5| 81.5
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of total producers stocks. Last year the
excess ranged from $2% to $2% billion.

The net excess held by durable goods
producers amounted to $1.63 billion on
September 30, little changed from mid-
year. The durables excess peaked in
mid-1970 at $1.90 billion.

The net excess of nondurable goods
producers was $400 million on Septem-
ber 30, unchanged from June 30. The
nondurables excess was relatively small
throughout the past 2 years, peaking at
$600 million on March 31, 1970.

Companies reporting excess inven-
tories had an excess that averaged 12
percent of their inventory book value on
September 30. Companies reporting a
deficiency had an average shortage
equal to almost 20 percent of their book
value.

Table 3.—Inventory Imbalance

1. All actual data have been adjusted to conform with the recent revision by the Bureau of the Census (Report M3-1.3).
2, Expectations reported by manufacturers in November 1971, Inventory expectations have been corrected for systematic

biases.

Sources: U.S. Department of Commerce. Expectations, Office of Business Economics; actuals, Bureau of the Census.

Table 2.,—Manufacturers’ Evaluation of the Condition of Their Inventories !

[Percentage distribution]

Total Durables Nondurables
High About Low High About Low High About Low
right right right
18 78 4 21 75 4 13 83 4
22 75 3 27 70 3 14 83 3
28 70 2 33 65 2 18 79 3
March 31,1967 ... __._. 31 68 1 37 62 1 20 78 2
June 30, 1967_.__._. - 31 67 2 36 63 1 20 76 4
September 30, 1967.. - 27 69 4 34 63 3 15 81 4
December 31,1967 ___.__... 25 72 3 31 67 2 15 81 4
25 72 3 31 66 3 15 82 3
25 72 3 31 67 2 16 80 4
24 73 3 28 70 2 16 79 5
18 80 2 19 79 2 16 82 2
March 31,1969 ___.._._____. 20 78 2 21 77 2 17 82 1
June 30, 1969__....._ - 21 77 2 22 76 2 18 80 2
September 30, 1969, 23 76 1 26 73 1 17 82 1
December 31,1969 ... 23 76 1 25 73 2 18 81 1
March 81,1970_ ... ... ... 24 75 1 27 72 1 19 80 1
June 30, 1970...._ - 24 75 1 28 71 1 17 81 2
September 30, 1970. - 22 77 1 25 74 1 16 82 2
December 31,1970..._...._. 21 78 1 23 76 1 16 83 1
March 31,1971 . _________. 20 79 1 23 75 2 14 85 1
June 30, 1971___._ r2l 78 1 r24 75 1 ri5 r83 2
September 30, 197 20 79 1 23 76 1 14 84 2

r Revised.

1. Condition of actual inventories relative to sales and unfilled orders position as viewed by reporting companies. Percent

distribution of inventory book values according to companies’

classifications of their inventory condition.

NOTE.—Due to change in survey questionnaire, data starting December 31, 1968, are not strictly comparable to prior data.

Source: U.8. Department of Commerce, Office of Busines:

s Economics.

Inven- | Inven- Net excess
tory tory |____
excess defi-
ciency |Amount| Percent
of total
inven-
Billions of dollars tories
All f ers:
Dec. 31, 1968..__.._ 1.73 0.25 1.48 1.7
Mar, 31,1969 _____ 1.87 .16 1L.71 L9
June 30, 1969...__._ 1. 96 .24 1.72 19
Sept. 30, 1969______ 2.36 .15 2.21 2.4
Dec. 31,1969 ______ 2. 50 .16 2,34 2.5
Mar. 31,1970 _____ 2.58 .10 2.48 2.5
June 30, 1970 _____ 2.62 15 2.47 2.5
Sept. 30, 1970____.. 2.48 11 2.37 2.4
Dec. 31,1970._____. 2.4 .13 2.31 2.3
Mar, 31,1971 ______ 2.31 14 2,17 2.2
June 30, 1971_______ r2.37 r.37 r 2,00 2.0
Sept. 30,1971___.__ 2.36 .33 2,03 2.0
Durable goods:
Dec. 31,1968 ... _. 1.19 20 .99 1.7
Mar. 31, 1969______ 1.31 .12 1.19 2.0
June 30, 1969______. 1.35 .18 117 1.9
Sept. 30, 1969 ____. 1.76 .11 1.64 2.7
Dec. 31,1969 ______ 1.91 .13 1,78 2.8
Mar. 31,1970______ 1.97 .09 1.88 2.9
June 30, 1970 ___ .. 2.00 .10 1.90 2.9
Sept. 30, 1970______ 1.94 .07 1.87 2.9
Dec. 31,1970_______ 1.88 .07 1.81 2.8
Mar. 31,1971______ 1.81 .07 174 2.7
June 30, 1971.______ r1.81 r.21 r1.60 r2.5
Sept. 30, 1971______ 1.85 .22 1.63 2.6
Nondurable goods:
Dec. 31,1968______. .54 .05 .49 1.6
Mar. 31, 1969_ ... __ .56 .04 .52 1.6
June 30, 1969.______ .61 .06 .58 1.7
Sept. 30, 1969_ _____ .61 .04 .57 1.8
Dec. 31,1969_....__ .59 .03 .56 L7
Mar, 31,1970___._. .61 .01 .60 1.8
June 30, 1970._.____ .62 .05 .57 1.7
Sept. 30, 1970______ .54 .04 .50 1.5
Dec. 31,1970 _____. .56 .06 .50 1.5
Mar, 31,1971, ____. .50 .07 .43 1.2
June 30,1971___.__. r.56 r.16 r.40 r1.1
Sept. 30, 1971 _._.. .51 L1 .40 L1

r Revised.

Source: U.S. Department of Commerce, Office of Business
Economics.
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Business capital spending in 1971 is
expected to be up 2.2 percent from 1970.
This expectation, based on the Novem-
ber OBE-SEC survey, is the same as
that reported in August. A shortfall
from expectations for third quarter
spending was offset by a rise in the
fourth quarter expectation. Increases
are expected in both the first and sec-
ond quarters of 1972, with spending in
the first half up 6% percent from this
year’s second half.

BUSINESS expenditures for new plant
and equipment in the third quarter
were at a seasonally adjusted annual
rate of $80.8 billion, down $0.9 billion
from the second quarter, according to
the survey conducted in late October
and November by the Office of Business
Economics and the Securities and Ex-
change Commission. Spending is ex-
pected to rise to a rate of $84.0 billion
in the current quarter and to $87.1
billion in the first quarter of 1972.
Expectations for the second quarter
of 1972, which are somewhat more
tentative than those for the more
immediate future, indicate a further
rise to $88.5 billion (table 2).

Capital expenditures for the full
year 1971 are expected to total $81.5
billion,! 2.2 percent above 1970. The
increase is the same as the one reported
in the August survey, but lower than
the increases expected in February
(4.3 percent) and May (2.7 percent;
see table 1). The projected 2.2 percent
rise in 1971 compares with actual
increases of 5.5 percent in 1970 and
11.5 percent in 1969.

Actual outlays in the third quarter of
1971 were 2 percent lower than the

1. The expectation figures have been adjusted for system-
atic biases in survey responses (footnote 2, table 5). Before
adjustment, 1971 expenditures were expected to be $80.57
billion for all industries, $30.05 billion for manufacturing and
$50.52 billion for nonmanufacturing. The adjustments were
applied separately to each major industry; their net effect
was to raise the manufacturing total by $0.16 billion and the
nonmanufacturing total by $0.74 billion.

SURVEY OF CURRENT BUSINESS

Capital Spending Rise Foreseen in the
First Half of 1972

August projection but the fourth quar-
ter expectation was raised an equiva-
lent amount. Shortfalls from third
quarter expectations were widespread
among industrial groups, as were up-
ward revisions of fourth quarter pro-
jections.

First half of 1972
Investment expenditures in the first

half of 1972 are projected to be 6%

Table 1.—~Plant and Equipment Expendi-
tures, Annual Percent Change 1970-71

Expected 1971 as
reported in
Ac-
tual
1970 | Feb- Au- | No-
ruary | May | gust | vem-
ber
| !
All industries_ ______ 5.5 4.8 2.7, 2.2 2.2
Manufacturing ind jes. .8 —.3| —4.2 ~5.8/ —5.4
Durable goods_______... ~1.0] —2.5| —7.1, —9.4| —9.5
Primary metals____._. .3/—10.5| —8.1|—11.0|~11.4
Blast furnace, steel
works.__ . .| =8.6.—12.8 —12.5 —17.4|—17.7
Nonferrous. .| 12.3—12.6) ~8.2 —6.3] —7.2
Electrical machinery..| 116/ 1.2| —§9 —7.1| —6.0
Machinery except
electrical ... ._.______ 1.0| —1,0/~10.7,—16,9/—17.4
Transportation
equipment_.______ —-12,2! —3.8'—10.0 —12.6/—13.5
Motor vehicles.._...| —=3.5, —.4 —4.1] —7.8 —7.5
Aireraft ... .____. —34.8 —5.9 —23.1’-—29.1 —29.6
Stone, clay and glass. .| —7.6| 4.7| ~5.2.—12.1| —9.6
Other durables !______ —.8 =2/ —=2.00 L1 .7
Nondurable goods_.____ 2.8 1.9) —1.4] —-2.1] —1.4
Food including
beverage 9.6/ 4.0/ —6.5| —6.2{ —5.4
Textile._.__._ —11.3 —4.8 —2.7| 3.8/ &9
Paper_____. 4.4 —14.7 —16,1|—26.4/—25.5
Chemieal...___..._._. 1.0, 5.3 —2.1 —.5 .3
Petroleum..__.._____. —.21 5.9 7.0 67 68
Rubber____..____.._._. —13.7'—16.5,—19.4 —15.3/~12.9
Other nondurables 1__. .6/ 9.1 9.5 27 3.7
Nonmanufacturing
industries_ ____________ 8.8{ 7.4 7.3 7.5 7.3
Mining__ ... ________ 1.4 .5 5.20 10.0, 13.0
Railroad. . ......_....._ —4.6| 2.6/ —2.6] ~7.7| —5.8
Air transportation______ 20, 7| —22. 4| —40.0]—39. 2 —38. 4
Other transportation..._{—27.2| 13.4] 18.3] 7.6, 12.0
17.5| 16.5| 18.1| 15.6
22,4/ 210/ 23.1 20.1
—3.5{ —2.6] —3.4| —3.6
10.3) 1.2| 8.8 7.9
Commercial and other__| 3.4/ 3.8/ 6.8 81 0.2

1. Includes industries not shown separately.

Sources: U.S. Department of Commerce, Office of Business
Economies, and the Securities and Exchange Commission.
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percent above the second half of 1971
and 9 percent above the first half of the
year. The planned increase in spending
from the second half of 1971 to the first
half of 1972 is attributable primarily to
the nonmanufacturing industries, which
expect an 8 percent increase. Air trans-
portation companies expect an increase
of 34 percent, the railroads 18 percent,
and other transportation companies 8
percent. Above-average increases are
also expected by communications firms
(12 percent) and gas utilities (10 per-
cent). Electric utilities and commercial
firms expect 6 percent increases while
mining companies project a 7 percent
decline.

Manufacturers expect a 3% percent
rise in outlays from the second half of
1971 to the first half of 1972. The gain
is principally among the durable goods
industries. Producers of stone, clay, and
glass products expect an 18 percent
increase and nonferrous metal and ‘‘other
durable goods” companies project in-
creases of 13 percent and 11 percent,
respectively. Smaller increases are ex-
pected by machinery, aircraft, and
motor vehicle manufacturers.

SURVEY OF CURRENT BUSINESS
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Table 2.—Expenditures for New Plant and Equipment, 1971-72

[Billions of dollars, seasonally adjusted annual rates]

1971 1972
I ‘ 11 [ 111 ‘ vt It II1
All industries 79.32 81,61 80,75 84,02 87,14 88,47
Manufacturing____.__. 30,46 30,12 29,19 31,12 31,26 31,18
Durable goods_ .. 14.21 14. 06 13.76 15,11 15,94 15,12
Nondurable goods . ... ... 16.25 16.06 15.43 16.01 15.31 16. 06
Nonmanufacturing________ ... .. 48,86 51, 50 51,56 52,90 55,88 57.28

1. As expected in late October and November.

Sources: U.S. Department of Commerce, Office of Business Economics, and the Securities and Exchange Commission.

In the nondurable goods group, sub-
stantial advances are projected by
manufacturers of textile products (12
percent) and ‘‘other nondurable goods”
(16 percent). Smaller increases (4 per-
cent to 8 percent) are scheduled by the
rubber, food-beverage, and paper in-
dustries but these advances are offset
by a 10-percent reduction expected by
petroleum refiners.

1971 annual investment programs

The 2.2-percent rise in capital out-
lays now expected for the full year 1971
reflects a 7-percent advance in the non-
manufacturing industries and a 5%-per-

Table 3.—Manufacturers’ Evaluation of Their Capacity

{Percent distribution of gross capital assets] t

cent decline in manufacturing. Among
nonmanufacturing industries, electric
utilities project a 20-percent rise,
mining companies a 13-percent rise,
and transportation firms (other than
rail and air) a 12-percent rise. Com-
mercial firms expect an increase of
9 percent, and communications firms,
8 percent. As a result of cutbacks and
postponements in jet aircraft programs,
airlines expect a drop of 38 percent but,
as indicated above, they project a very

I CHART ¢

Manufacturers’ Evaluation of
Existing Capacity*

Percent of Capital Assets Held by Respondents Reporting —

1968 1969 1970 1971
Dec. | Mar. | June { Sept. | Dec. | Mar. | June | Sept. | Dee. | Mar. | June | Sept.
31 31 30 30 31 31 30 30 31 31 30 30
More plant and equipment needed:
All manufacturing . _______________________ 47 48 43 44 46 44 42 41 40 33 30 31
Durable goods 2. . __.___..___...._... 45 46 40 40 39 37 34 33 31 28 25 25
Primary metals.... 41 41 30 31 33 30 30 32 25 20 19 19
Metals fabricators 3 49 49 49 47 43 41 36 35 35 34 24 24
Nondurable goods2____.. 49 49 46 48 53 51 49 48 50 38 35 36
Food including beverage__ 54 46 43 44 47 46 44 4 40 38 35 35
Chemical._________.____ 58 72 56 71 73 68 68 48 57 43 42 46
Petroleum__.______ ... 40 39 41 42 47 48 47 61 60 38 38 38
About adequate:
All manufacturing___________________._ ... 48 47 52 51 49 50 52 51 53 60 61 58
Durablegoods 2. ... . .. .. ... ... 48 47 53 53 53 53 56 55 61 63 63 60
Primary metals._____ ] 4 44 56 54 52 54 54 51 73 77 70 60
Metal fabricators 3. 48 48 48 50 52 52 56 54 54 55 63 63
Nondurable goods 2. ... 48 48 51 49 44 47 48 48 45 57 59 57
Food including beverage._ 41 49 53 53 49 51 53 51 52 52 53 56
Chemical. ......__..... . 40 25 43 27 26 31 31 51 40 53 55 45
Petroleum._ .. .. __.____.___.____. 59 60 58 57 53 52 53 39 40 62 62 62
Existing plant and equipment exceeds needs:
All manufacturing. . _._.___.__..__.__._._. 5 5 5 5 5 6 6 8 7 7 9 11
Durable goods 2. ... ... oo 7 7 7 7 8 10 10 12 8 9 12 15
Primary metals_.._.... 14 15 14 15 15 16 16 17 2 3 11 21
Metal fabricatorss.._____ . 3 3 3 3 5 7 8 11 11 11 13 13
Nondurable goods 2. _._._.. 3 3 3 3 3 2 3 4 5 5 6 7
Food including beverage. . 5 5 4 3 4 3 3 5 8 10 12 9
Chemical ___._..__..._____. R 2 3 1 2 1 1 1 1 3 4 3 9
Petroleum. .. ... ... 1 1 1 1 0 0 0 0 0 0 0 0

1. According to respondent companies’ characterizations of their plant and equipment facilities, taking into account

their current and prospective sales for the next 12 months.
2. Includes industries not shown separately.

3. Includes machinery, transportation equipment, and fabricated metals industries.

Sources: U.S. Department of Commerce, Office of Business Economics, and the Securities and Exchange Commission.
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sharp increase in expenditures in the
first half of 1972. Declines this year
are expected by the railroads (6 percent)
and the gas utilities (4 percent)
Durable goods producers expect a
9% percent reduction in outlays from
1970 to 1971, with especially large
declines projected by manufacturers of
aircraft (30 percent), iron and steel
(18 percent), and nonelectrical machin-
ery (17 percent). Nondurable goods
firms expect a 1}-percent decrease.
Steep cuts are expected by makers of
paper products (26 percent) and rubber
products (13 percent), but increases are
expected by producers of petroleum (7
percent), textiles (6 percent), and
“other nondurable goods” (4 percent).

Manufacturers’ capacity evaluation

Manufacturers’ evaluations of their
capacity, taking into account prospec-
tive sales over the next 12 months,

SURVEY OF CURRENT BUSINESS

reveal little change between June 30
and September 30 in the need for more
facilities. Companies owning 31 percent
of total fixed assets reported that they
need more facilities, as against 30 per-
cent in June and 41 percent in Septem-
ber 1970 (table 3). The chemical
producers are the only group showing a
sizable increase in the need for addi-
tional facilities.

Companies reporting capacity in ex-
cess of needs accounted for 11 percent of
total fixed assets at September 30, up
2 percentage points from June 30. The
increase was centered in primary metals
manufacturing. Facilities viewed as
“about adequate” as of September 30
represented 58 percent of manufac-
turers’ fixed assets.

Starts and carryover

Investment projects started by man-
ufacturers during the third quarter

17

totaled $7.6 billion, after seasonal ad-
justment, almost 16 percent higher than
in the second quarter (table 4). The
increase was 23 percent for durables
and 9 percent for nondurable goods
manufacturers.

The value of new projects started by
manufacturing companies exceeded their
capital expenditure in the third quarter,
resulting in an increase in carryover—
the amounts still to be spent on plant
and equipment projects already under-
way. Seasonally adjusted carryover at
September 30 totaled $19.6 billion for
all manufacturers, up $0.3 billion from
the end of June but down $2.5 billion
from a year ago.

New projects started by public utili-
ties spurted to a record $6.0 billion in
the third quarter, up sharply from the
$4.8 billion started in the preceding
quarter. Carryover by utilities also rose,
reaching a record $28.9 billion at the
end of the third quarter.

Table 4.—Starts and Carryover of Plant and Equipment Projects, Manufacturing and Public Utilities, 1968-71

{Billions of dollars]}

Starts ! Carryover 2
Annual 1970 1971 1970 1971
1968 \ 1969 ‘ 1970 I [ II ’ 111 v I II III Mar. | June | Sept. ‘ Deec. Mar. | June ’ Sept.
Manufacturing 3 29.64 | 34.07 | 29.18 8.64 6.92 6.54 7.09 6.91 6,48 6.79 | 23.75 | 22,51 | 21.06 | 19.49 | 19.70 | 18.64 18.12
Durable goods 3. __.__.______.._._..... 14,59 | 16.85 | 14.04 4,42 3.37 3.13 3.12 3.49 2.80 3.24 || 12,27 | 11.56 | 10,82 9.67 | 10.05 9.33 9.17
Primary metals. ... ___.__....__ 3.21 2.96 2.55 .65 .54 .93 .42 .78 .56 .39 3.67 3.43 3.54 3.02 3.14 2,98 2.72
Electrical machinery_.__. 1,81 2.80 2.18 .82 .41 .36 .59 .53 .29 .41 2.36 2.21 2,02 1,93 2,04 1.80 1,69
Machinery except electrical 2.70 3.60 3.29 .84 .86 .68 .9 .87 .64 .54 1.17 1.10 .94 .97 .89 .79 .71
Transportation equipment ¢__ | 290 2. 66 2.04 .78 .68 .35 .34 .65 .32 . 80 2.78 2.68 2.43 2.21 2.39 2.21 2.47
Stone, clay, and glass. ..........._ 1.06 1.08 .82 .32 .13 .22 .16 .25 17 .25 .70 .56 .85 .45 .50 .48 .51
Nondurable goods3_..__._._.________. 15.06 | 17.22 | 15.14 4,21 3.54 3.41 3.97 3.42 3.68 3.55|| 11.48 | 10.95 | 10,24 9.81 9. 66 9.31 8.95
Food including beverage___.__.._._ 2.32 2.97 2.50 .66 .65 . 60 .58 .50 .70 .68 1.53 1.44 1.32 1.19 1.08 1.04 1.06
Textile .59 .60 .49 .16 .15 .10 .08 .18 .20 .18 .30 .31 .27 .21 .26 .31 .33
Paper...._ 1,42 1,59 1.54 .58 .33 .18 .45 .21 .17 .32 1,29 1.19 .95 .97 .89 .75 .76
Chemical.. __ 2.98 3.62 3.06 .96 .7 .69 .70 .87 .83 .68 3.10 2.92 2.74 2.51 2.60 2.56 2.42
Petroleum. _ 5. 57 6.19 5. 64 1.39 123 134 1,67 1.26 1.23 1.26 4,04 3.90 3.80 3.80 3.75 3.52 3.28
Publicutilities. . ... __ 12.86 | 15.16 | 17.20 5.63 4.16 2.83 4.58 7.13 4.28 4.36 || 22.39 | 23.26 | 22.51 | 23.35 | 27.36 | 27.81 28.11
Adjusted for seasonal variation
Manufacturing 8 ... oo |l 8.56 6.76 7.26 6.92 6.71 6.53 7.55 || 24.17 | 22.82 | 22.04 | 21.22 | 20.32 | 19.33 19.58
Durablegoods .- e 4.33 3.39 3.52 2.91 3.35 2.91 3.69 || 1290 | 12.21 | 11.80 | 10.98 | 10.78 | 10,17 10, 32
Primary metals.._. .61 .60 1.04 .39 .72 .69 .36 3.87 3.68 3.92 3.48 3.43 3.39 3.11
Electrical machinery.___ .78 .42 . 40 .86 .48 .30 .48 2.30 2.15 1,98 1.97 1.97 1,73 1.67
Machinery except elect: .71 .99 .82 .81 .56 .64 .63 1. 60 1.66 1.60 1.63 1,47 1,39 1.37
Transportation equipment 4 .84 .46 .36 .36 .65 .28 .87 2.81 2. 59 2.38 2,23 2.35 2.13 2. 49
Stone, clay, and glass_ _ . ..o oo feeoiao i |oooiii it .32 12 .22 .16 .23 .18 .23 (] .62 .60 .53 .54 .54 .55
Nondurable goods 3_ ..o ||l 4,23 3.37 3.74 4.01 3.36 3.62 3.96 || 11.27 | 10.61 | 10,25 | 10.25 9.55 9.15 9,26
.1 .59 .63 .59 .54 .83 .71 1.61 1,50 1.4 1.33 1.18 1.10 1.19
.21 .14 .10 .07 .20 .18 .17 .33 .33 .29 .23 .29 .32 .34
.49 .29 .20 .64 .16 .15 .44 1.20 1.08 .85 1,10 .92 .77 .91
.94 .55 .81 .85 ) .73 il 3.13 2.81 2.70 2.73 2,65 2.53 2.45
1,42 1.28 1.51 1.42 1.26 1,36 1. 42 3.99 3.85 3.93 3.89 3.63 3.48 3.41
Publicutilities_ . ______. . ___________ |||l 3.95 4.84 3.65 4.91 5.10 | r4.76 5.96 || 21.12 | 22.77 | 22.96 | 24.45 | 25.89 | r26.89 28.88
r Revised. . . . . . he ei 4. Includes guided missiles and space vehicles.
pelr'io%t.arts are estimated by adding changes in carryover to expenditures during the given Note.—Details may not add to totals because of rounding.

2. Carryover refers to expenditures yet to be incurred on plant and equipment projects

already underway at end of period.
3. Includes data not shown separately.

451-624 O - 72 - 3

and Exchange Commission.

Sources: U.S. Department of Commerce, Office of Business Economics, and the Securities
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Investment determinants

The factors believed to be influential
near-term investment determinants con-
tinue to be mixed. The uncertainties
arising from the announcement of new
economic policies by the President on

SURVEY OF CURRENT BUSINESS

August 15 seem to have been somewhat
dispelled. The major negative factor in
the business investment picture con-
tinues to be the low rate of capacity
utilization in manufacturing. The pace
of economic activity, cash flow, and
interest rates continue to show improve-
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ment, and these trends should be rein-
forced by the liberalized depreciation
procedures introduced at midyear and
the reinstatement of the tax credit
for expenditures on machinery and
equipment.

Table 5.—~Expenditures for New Plant and Equipment by U.S. Business,! 1969-72

[Billions of dollars]
Annual Quarterly, unadjusted Quarterly, seasonally adjusted annual rates
1970 ‘ 1971 1972 1970 1971 1972
1969 | 1970 | 19712
1 II | III | IV I 1I ’ Ir | 1vez, 12 I 1I I | 1v 1 Ir | IIf |IV? I2
| | | | ] |
Allindustries. ... ____________..__.. 75.56 (79.71 I231.47 17.47 20.33 '20.26 21.66 :17.68 \20.60 20.14 [23.04 19.48 '78.22 ‘80.22 81.88 [78.63 (79.32 181.61 (80.75 | 84.02 | 87.14
Manufacturing industries_ . .......__.__________ 31.68 31.95 30.21 | 7.14 | 8.15 | 7.99 | 8.66 | 6.69 | 7.55 | 7.31 | 8.66 | 6.88 32.44 32.43 |32.15 30.98 :30.46 |30.12 |29.19 | 31.12 | 31.26
Durablegoods_ ... _.___.______.________ 15.96 [15.80 ‘14.29 3.59 | 4.08 | 3.87 | 4.26 | 3.11 | 3.52 | 3.40 | 4.26 | 3.50 |16.40 |16.32 |15.74 |14.92 [14.21 |14.06 [13.76 | 15.11 | 15.94
Primary metals 3. __.__ ... _______ 3.23 |13.24 287 .69, .78 | .81 L9517 .651 .72 .65 .85 | .65 |3.28(3.15(3.21|3.31)3.08(291|2.56| 2.96| 3.06
Blast furnace, steel works. _ . 1.68 | 1.38 .85 | .43 | .42 .47 | .33| .33 .32 .40 .28 |1.72| 1.73 (1.67 | 1.60 | 1.60 | 1.33 | 1.26 1.38 1.38
Nonferrous. ..o 1.24 | 1,15 .27 | .28, .31 .38 .24 .29 | .26 .35| .291.25 112|121 {1.35}108 122|101 1. 26 1.27
Electrical machinery..._._______________.__ 2,03 227 1213 | .48 .5 | .55 | .68 | .41, .53 .52 .67 .50 (2,25 227 |2.28 1227194213217 | 2.24| 2.32
Machinery, except electrical .__.._.._______ 3.44 | 3.47 | 2.87 | .82 .93 .84 | .88 | .65| .73 .62 | .86 | .68 |3.62|3.60 3523122882925 3.08( 302
Transportation equipment 3__._____________ 2.76 (2.43 | 2.10 | .60 | .68 .60 | .55 .47 .50 | .54 | .58 | .51 | 274|271 (229|204 |2.16|1.97) 206 | 2.24 | 2.31
Motor vehicles. ..o oo q1 . 1.47 § .38 | .47 | .41 .34 .33 | .34 | .38 | .42 | .36 (1.70|1.85|1.54 | 1.29| 1.48 | 1.33 | 1.44 1. 65 1. 65
Adreraft 4. ... .38 .14 A4 012 131 .09 .09 .10 .10 .08| .67 .58 | .48 | .46 .44 1 .37 .39 .34 .38
Stone, clay and glass__..___________________ . . 80 .24 .27 .22 .26 .20 .19 .21 .29 .29 106 1.05! .94 .92| .87 | .72 .90 1.07 1.29
Other durables ... ______..________. 3.44 | 3.41 | 3.44| .76 | .87 | .84 | .94 .72 | .86 | .85)1.00] .86 |3.45|3.46|3.50|3.27|3.20 | 3.42 | 3.5 | 3.51 | 3.94
Nondurablegoods. . _........__._______._____ 15.72 16,15 {15.92 | 3.56 | 4.07 | 4,12 | 4.40 | 3.58 | 4.03 | 3.91 | 4.40 | 3.38 |16.05 [16.11 {16.40 |16.05 |16.25 |16.06 {15.43 | 16.01 | 15.31
Food including beverage. ... _....________ 2.59 | 2.84 1269 | .67 .74 | .72 .7 62| .74 .66 .68 | .56 300280280 (27927 284|252 264 2.51
Textile. .. .. . .56 | .59 | .13 .15 .14 14| (12 .16 .16 .16 .16 | .58 57| .55 .53 .55 .60 | .61 .60 .70
Paper__._ 58 1 1.65|1.23 | .37 .43 | .42 .43 .29, .30 .31 .33 27 1 L7H 165 | 1.681 1591 1,34 |1.18 | 120 1.22 1.26
Chemical 3.44 1345 .76 | .8 | .87 .92 .78 .88 .81 .97 .8213.32|3.443.6713.32|3.43|3.403.39!| 3.56| 3.60
Petroleum. ..o . .. .. 563 562 600|114 |1.38|1.44 | 1.66 1 1.31 | 1.46 | 1.51 | 1.72 | .08 | 5,15 | 5.68 | 5.70 | 5.86 | 6.06 | 6.07 | 5.92 5.96 5.00
Rubber___.__ .. 1.09 Y .82 .24 .25 .23 .22 .19 .19 .20 | .23 .19 1 1.10 .98 .90 .80 .86 .78 .80 .84 .86
Other nondurables8____________.___________ 110} 111 115 .25 | .25 .29 | .31 .26 | .30 .26 .32 .2011.18|1.00| .10} 1.15 | 1.26 | 1.19 | .99 119 1.39
Nonmanufacturing industries__.____.__.________ 43,88 147.76 (51.26 [10.32 |12.18 (12.27 :12.99 10.99 13.06 :12.83 [14.38 |12.61 (45.78 (47.79 |49.73 |47.66 [48.86 [51.50 |51.56 | 52.90 | 55.88
Mining. _________ .. 1.86 [ 1.89 | 2.13 | .45 | .47 | .46 50| .49 | .54 | .55 .56 | .50 | 1.92{1.84 [ 1.86|1.94| 204208223 218 209
Railroad._ .. .. 1.86 | 1.78 | 1.67 | .42 | .47 | .46 | .43 | .34 | .47 .42 .45| .50 |1.74|1.88 | 1.96 1.56 | 1.46 | 1.88 | 1.72 | L64| 2.12
3.03 | 1.87 | .73 | .80 | .74 760 34| .60 .39 .54 .57 294 288324308129 228|1.68 2.20 | 2.18
1.23 | 1.37 .28 .31 .30 .33 .28 .36 .37 .36 .33 | 1.37 112 | 1.22 | 1.22 | 1.33 | 1.40 | 1.48 1.30 1. 60
13.14 [15.20 | 2.54 | 3.28 | 3.58 | 3.74 | 3.11 | 3.83 | 4.07 | 4.19 | 3.48 |12.14 |12.72 (13.84 (13.68 '14.64 [14.91 [15.87 | 15.37 | 16.32
94 (10.65 [12.80 | 2.15 | 2.59 | 2,79 { 3.12 | 2,70 | 3.20 | 3.35 | 3.54 | 8.05 | 9.77 [10.15 |11.34 {11.20 12,16 :12.61 {13.56 | 12.78 | 13.71
2.49 | 2.40 | .39 | .69 ( .78 .63 .41 .63 .71 .65 | .43 [2.37 257|250 | 248|248 (230230 | 2.58 | 261
10.10 (10.89 | 2.14 | 2.59 | 2.56 | 2.81 | 2.50 | 2.81 | 2.62 9,14 (10,38 |10.62 {10.20 {10.70 (11.21 {10.73
8.28 | 7.24 30.20 | 31. 57
Commercial and other 7. ... ___.._____._____.__ 16. 05 |16. 59 |18.11 { 3.76 | 4.26 | 4.16 ' 4.42 | 3.94 | 4.44 | 4. 42 16. 52|16. 98 :17.00 |15.97 [17.39 |17. 72 117.85

1. Excludes agricultural business; real estate operators; medical, legal, educational, and cul-
tural service; and nonprofit organizations.

2. Estimates are based on expected cap tal expenditures reported by business in late October
and November 1971. The estimates for the fourth quarter of 1971 and first quarter of 1972 have
been corrected for systematic biases. The adjustment procedures are described in the February
1970 issue of the SURVEY OF CURRENT BUSINESS. Before such adjustments, 1971 expenditures
were expected to be $80.57 billion for all industries, $30.05 billion for manufacturing, and
$50.£2 billion for nonmanufacturing.

3. Includes data not shown separately.

4. Includes guided missiles and space vehicles.

5. Includes fabricated metal, lumber, furniture, instrument, ordnance and miscellaneous
except guided missiles and space vehicles.

6. Includes apparel, tobacco, leather, and printing-publishing.

7. Includes trade, service, construction, finance, and insurance.

NoTE.—Details may not add to totals because of rounding.

Sources: U.S. Department of Commerce, Office of Business Economics, and the Securities
and Exchange Commission.



By HENRY SHAVELL and JOHN T. WOODWARD*

The Impact of the 1969-70 Monetary Strinfency
on Business Investment

This article presents the findings of a
special survey conducted by OBE jointly
with the Securities and Exchange Com-
mission. The survey, which covered most
companies cooperating in theregular OBE-
SEC plant and equipment expenditure
surveys, focused primarily on the nature,
timing, and magnitude of the impact on
business investment of the severe mone-
tary restraint in 1969-70. The survey
also collected qualitative information on
the major factors causing appreciable
differences between actual plant and
equipment expenditures in 1970 and the
levels expected early that year. Com-
parisons of the survey’s findings with
those of a similar survey conducted in
1967 are also presented.

DURIN G the past 5 years the Ameri-
can economy experienced two periods of
extremely stringent credit conditions,
first in 1966 and again in 1969-70, as
monetary policy was called on as a major
anti-inflationary tool. In the spring of
1967, the Office of Business Economics
jointly with the Securities and Ex-
change Commission conducted a survey
on the impact of the 1966 monetary
stringency on business investment in
both 1966 and 1967. The results of that
survey were published in the August
1967 Survey oF CURRENT BUsINEss.!

Because of the widespread interest
in and diversity of opinion over the
influence of financial conditions on
business investment, OBE and SEC
conducted another survey during April
1971. This article presents the results
of the 1971 survey, with a comparison
of the results with those of the survey
taken in 1967.

1. Jean Crockett, Irwin Friend, and Henry Shavell, ‘““The
Impact of Monetary Stringency on Business Investment,”
SURVEY OF CURRENT BUSINESS, August 1967, pp. 10-27.

The findings of the latest survey
generally confirmed the findings of the
1967 survey—that the direct impact of
monetary policy on business investment
was relatively light and that it lagged
in time. The overall reduction of busi-
ness investment outlays in 1970 and of
investment programs for 1971 stemming
directly from 1969-70 financial market
conditions was estimated at the follow-
ing amounts:

[Billions of dollars]

Reduction of 1970 expenditures for new plant and equip-
ment:

Aci;ual reduction (based onsurvey questions 5a and
) T 1.0
Hypothetical reduction relative to significantly
easier monetary conditions (based on survey
questions W0aand 11) ______ . ___________.__.____ 1.4

Reduction of 1971 expenditure programs for new plant
and equipment:

Based on survey questions 15aand 16____.____.____ 1.4
Reduction of 1970 inventory expenditures:

Actlﬁﬂsreduction {based on survey questions 5b
an e e e e ceccimeeeem e .9
Hypothetical reduction relative to significantly
easier monetary conditions (based on survey
questions10band 12y ___.___._____.____________ .8

Although financial market conditions
in 1969-70 were among the most
stringent on record, according to the
survey, they directly resulted in an
estimated overall reduction of only
about $1 billion, or about 1 percent,
in total 1970 nonfarm nonresidential
fixed investment. A reduction of about
$900 million in 1970 nonfarm inventory
expenditures was also directly attrib-
utable to 1969-70 financial develop-
ments; to put this in perspective, it
should be noted that the actual addi-
tion to inventory in 1970 was $2.5

*Mr. Shavell is Acting Chief of OBE’s
Business Outlook Division. Mr. Woodward is
Chief, Branch of Financial Reports, of the
Securities and Exchange Commission’s Office
of Policy Research.

billion and the yearend book value was
$196.1 billion.

The estimated impact of 1969-70
monetary developments on 1971 busi-
ness investment plans was greater than
that indicated for 1970, reflecting the
lagged effect of monetary stringency
on business investment. Businessmen
indicated that their 1971 plant and
equipment spending plans were reduced
by $1.4 billion, or about 1.4 percent,
because of the direct impact of 1969-70
financial developments.

These estimated percentage reduc-
tions in nonfarm nonresidential fixed
investment outlays, 1 percent for 1970
and 1.4 percent for 1971, were only
moderately greater than those calcu-
lated from the 1967 survey. The results
of that survey indicated nonresidential
fixed investment cutbacks approximat-
ing two-thirds of 1 percent for 1966
and about 1% percent for 1967 as a
consequence of the 1966 credit squeeze.

An alternative quantitative measure
of the impact of monetary stringency
on business investment is that provided
by the responses to questions 10, 11,
and 12 of the questionnaire. On the
basis of these replies, it is estimated that
business spending for new plant and
equipment in 1970 would have been
greater by about $1.4 billion and inven-
tory outlays greater by some $800
million had significantly easier credit
conditions (specifically, the average
conditions during the 1961-65 period)
prevailed during 1969 and 1970. Al-
though posing a purely hypothetical
case, this series of questions was ad-
dressed directly to the impact of
monetary stringency on business invest-
ment. Considering the extreme disparity
between monetary conditions in 1969—
70 and those in 1961-65, the $2.2 billion
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overall impact of monetary tightness in
terms of potential 1970 outlays for
capital equipment and for inventories,
as estimated from this series of ques-
tions, appears remarkably low, and
tends to corroborate the findings re-
sulting from the earlier series of
questions.

The inquiry into factors affecting the
realization of 1970 investment plans
found that departures from expectations
with respect to financial market con-
ditions were less important in reducing
investment than were disappointments
in sales or net earnings and unexpected
delays in construction and equipment
deliveries. In decreasing order of fre-
quency, the principal factors cited as
tending to reduce spending for new plant

SURVEY OF CURRENT BUSINESS

and equipment in 1970 relative to plans
made earlier that yvear were: Lower-
than-expected sales; lower-than-expect-
ed net earnings; unexpected delays in
equipment deliveries and/or construc-
tion progress; higher-than-expected
working capital requirements; and
tighter-than-expected financial market
conditions.

The most frequently cited factors
tending to raise 1970 outlays for new
plant and equipment above expecta-
tions were, in decreasing order of fre-
quency: Higher-than-expected sales;
earlier-than-expected equipment deliv-
eries and/or construction progress;
higher-than-expected costs for plant
and equipment; and unexpected outlays
for pollution control.
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Financial conditions in 1969-70 and
in 1966

The monetary authorities pursued a
vigorous program of credit restraint
throughout 1969, cautiously loosened
restraint during the first half of 1970,
and became more aggressive in carrying
out a moderately expansionary policy
in the second half of 1970. Following
more than a year of intensifying credit
shortages and steadily rising interest
rates, pressures in the credit markets
eased during the early months of 1970,
particularly in the short-term money
markets. This easing trend was inter-
rupted in the spring, when financial
market sentiment was adversely af-
fected by concern over a possible
liquidity crisis, but resumed again in

Table 1.—Factors Responsible for Deviations Between Expected and Actual Plant and Equipment Expenditures in 1970 !

Distribution of principal factors Distribution of major factors
Nurrber of firms citing as a factor the difference between actual | Increasing | Decreasing Increasing ' Decreasing Increasing } Decreasing Increasing Decreasing
Line 1970 conditions and expectations with respect to— outlays 2 outlays 2 outlays ? ‘ outlays 2 outlays ? 1 outlays 2 outlays 2 outlays 2
Number 3 Percent Number ¢ Percent

1| Sales .. 50 114 15.3 25.4 61 284 13.7 19.9
Firms with sales above expectations..___.__._____________.__ 41 ) I PR 461 6 | |ees

Firms with sales below expectations. 9 110 14

Firms not specifying direction. .. ______________.___________ 0 3 1
2 | Current €XpenSes ... .o 20 6 6.1 1.3 48 161 10.8 11.3
3| Netearnings_ ___.__ e 9 40 336 9.0 23.5

Firms with earnings above expectations___________._____._. 7 26

Firms with earnings below expectations___._________.______ 2 14

Firms not specifying direction 0 0

4 | Working capital requirements_ . _ ... _______.___.._____. 5 28

Cash balances. ... 4 b 1¢ T R H 25

Other . e 1 4 || .. 9

5 | Timing of equipment deliveries and/or construction progress. .- 35 86 10.7 19.2 50

6 | Plantand equipment costs (viz. pricespaid).__._________________ 30 7 9.2 1.6 53

Firms with costs above expectations. ... ________.. 25 6 46

Firms with costs below expectations. 2 0 3

Firms not specifying direction__._ .- ... 3 1 4

7 | Financial market conditions 5________________________________ .. 10 33 3.1 7.4 22
Firms mentioning availability and cost of debt financing.__ 8 b P R, 20 150 |
Firms mentioning availability and eost of equity financing. 2 [ 20 PO A 9 2 S T B,
8 | Pollutioneontrol .. ___________________._________________._.._____ 26 2 8.0 4 37 11 8.3 .8
9 | Technological developments_ ... .. . __..._..______ 23 1 7.0 .2 34 9 7.7 .6
10 | Investmenttaxcredit® . __________________________._________. 0 1 0 .2 0 13 .0 .9
11 | Mergers or acquisitions 6 ___________________________. 37 2 11.3 .4 19 9 4.3 .6
12 | Routine underestimation or overestimation 5._. 33 7 10.1 1.6 14 2 3.2 .1
13 | Accidential damage®______.._.__________._ 9 0 2.8 .0 5 1 1.1 .1
14 | Overall debt position ®___________________________________.______ 0 6 0 1.3 1 18 .2 1.3
15 | Allotherfactors_ ... . ___.__________________________.__.____... 40 45 12.2 10.0 32 55 7.2 3.8
Totals 7_ . 327 448 100.0 100.0 144 1,430 100.0 100.0

l‘.‘ Based on factors cited by firms answering ‘“yes” to “In aggregate dollar amount’’ and/or
to “In composition or form” of question 1: “Were your actual 1470 expenditures for plant and
equipment changed appreciably, either in terms of aggregate dollar amount or in composition

or form, from those expected early that year?”’

2. Increasing (decreasing) outlays refer to 1970 expenditures higher (lower) than expected

by the firm early in 1970,

3. Not all firms specified the principal factor. Where only one major factor was indicated,

this was taken to be the principal factor.

b.

4. A number of firms specified several major factors. . .
5. The total may be smaller than the sum of the components since some firms mentioned
both debt and equity financing.

Specified under “‘other factors” in the questionnaire.

and Exchange Commission.

7. Percentage components may not add to 100 percent because of rounding.

Sources: U.8. Department of Commerce, Office of Business Economics, and the Securities



December 1971

the summer and gathered momentum
in the fall.

The decline in short-term interest
rates accelerated as the summer of 1970
wore on and in late September the
prime rate, which had been cut from
8% to 8 percent in March, was lowered
to 7% percent. In November, it was
reduced in two steps to 7 percent, and
in the latter part of December to 6%
percent. Long-term credit markets also
eased materially in the second half of
1970, although the decline in long-term
rates lagged that in short-term markets.

The rise of short-term and long-term
interest rates to record levels and their
decline during the 1969-70 period is
shown below for selected rates and bond
yields.

[Percent]

Jan. | Jan. | April| June | Dec.
1969 | 1970 | 1970 | 1970 | 1970
3-month Treasury bills____| 6.18 | 7.91 | 6.48 | 6.74 | 4.86
Prime commercial paper
(4 to 6 months) _.__._... 6.53 | 878|806 821 5.73
Corporate bonds Aaa._._... 6.59 | 791 783|848 | 7.64
U.8. Government long-
term.__ ... ... 5.74 | 6.86 | 6.53 | 6.99 | 5.97

Because comparisons are made be-
tween the latest survey and that con-
ducted in 1967, a comment on financial
developments during the year 1966 is
appropriate. (

Toward the end of 1965, the monetary
authorities initiated a series of restric-
tive monetary measures to offset the
inflationary effect of a surging demand
for goods and services from virtually all
sectors of the economy. While fiscal
policy and ‘“moral suasion” were also
used to combat inflationary tendencies,
there was an unusually heavy reliance
on monetary measures. The latter were
intensified from the spring of 1966 until
the fall, when the authorities moderated
their restrictive policy because of the

[Percent]
Jan. | Jan. | Sept.| Dec.
1965 | 1966 | 1966 | 1966
3-month Treasury bills.____.._...|] 3.83 | 4.60 | 536 { 5.01
Prime commercial paper (4 to 6
months) ... ... 4.25 | 4.82 | 5.8 | 600
Corporate bonds Aaa._ .....____. 4.43 | 4.74 | 5.49 | 5.39
U.S. Government long-term_.__. 414 | 4.43 | 4.79 | 4.65
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waning of inflationary pressures. Most
market rates and yields peaked in the
late summer, but some—such as those
on commercial paper—did not ease
until close to yearend.

Scope of the survey

The latest survey questionnaire was
addressed, as was the 1967 question-
naire, to the companies that cooperate
in the OBE-SEC quarterly surveys of
plant and equipment expenditures, ex-
cept for certain transportation com-
panies.? Eight thousand three hundred
and thirty-seven questionnaires were
mailed and 3,900 replies were received,
a 47-percent response rate. The respond-
ing firms accounted for $52.9 billion, or
about two-thirds, of the $79.7 billion
of plant and equipment expenditures
made by all U.S. firms in 1970 as esti-
mated by the OBE-SEC survey. The
responses of 3,790 firms are included in
the tabulations given here. Returns
received too late for inclusion in the
tabulations, plus blank returns, account
for the difference between the total
number of responses (3,900) and the
number analyzed in this article (3,790).2

The questionnaire focused primarily
on the impact of 1969-70 financial mar-
ket developments on business spending
for new plant and equipment and for
inventories in 1970 and in 1971. As in
the 1967 survey, however, the first
section of the questionnaire sought
information on all factors—nonfinancial
as well as financial—that exercised an
appreciable influence in making actual
capital spending in 1970 differ from ex-
pectations early that year. This part of
the questionnaire was intended to pro-
vide some perspective on the relative
importance of all factors influencing
investment changes. The remainder of
the questionnaire dealt exclusively with
the influence of financial market condi-
tions on business investment. The ques-
tionnaire is reproduced at the end of
this article.

2. Railroads and trucking companies classified as Class I
by the Interstate Commerce Commission were surveyed,
as were airlines. Other transportation companies were not
surveyed.

3. See later discussion concerning possible nonreporting
biasis.
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Factors Affecting the Realiza-
tion of 1970 Fixed Investment
Programs

Section I of the questionnaire in-
quired into the causes of appreciable
departures of 1970 plant and equipment
expenditures from expectations. Of the
3,790 firms with usable returns, 1,047
indicated that their actual outlays for
plant and equipment in 1970 deviated
appreciably from the amounts expected
early in that year. Such respondents
were asked to identify the single most
important (“principal”) factor respon-
sible for upward and/or downward
deviations from expected spending, and
also to indicate all other “major” fac-
tors causing deviations (question 2).

About three-fifths of the firms indi-
cating appreciable deviations reported
actual 1970 capital outlays below early-
1970 expectations. This preponderance
of reductions was true for all asset-size
classes except the group under $1 mil-
lion, where upward revisions proved
more common. It is relevant to note
that every OBE-SEC capital spending
survey in the postwar period has found
a strong pattern of understatement in
small firms’ expectations.

Of the factors reported as tending to
make actual 1970 spending exzceed ex-
pectations, sales developments was the
one most frequently cited, accounting for
15.3 percent of all “principal” factors
cited and for 13.7 percent of all other
“major” factors (table 1). The in-
fluence of sales developments was
especially marked for the two smallest
asset-size classes, where it accounted
for 25 percent of all principal factors
mentioned (table 2). Other factors cited
prominently as tending to make spend-
ing exceed expectations included:
Earlier-than-expected equipment de-
liveries and/or construction progress
(10.7 percent of the principal factors
cited and 11.3 percent of all other major
factors); mergers and acquisitions (11.3
percent and 4.3 percent); higher-than-
expected prices paid for plant and equip-
ment (9.2 percent and 11.9 percent);
unexpected outlays for pollution con-
trol (8.0 percent and 8.3 percent); in-
creased current expenses (6.1 percent
and 10.8 percent); and technological
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developments (7.0 percent and 7.7
percent).

Of the factors reported as tending to
make 1970 spending fall short of ex-
pectations, the most common were
lower-than-expected sales and net earn-
ings. Together, these two factors con-
stituted 46.6 percent of all principal
factors cited and 43.4 percent of all
other major factors (table 1). Un-
expected delays in equipment deliveries
and/or construction progress were next
in importance, making up 19.2 percent
of all principal factors and 5.6 percent of
all other major factors. Higher-than-
expected working capital requirements,
chiefly with respect to cash balances,
constituted 9.6 percent of the principal
and 16.5 percent of the other factors
cited (possibly reflecting outlay curtail-
ments in order to conserve cash
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balances). Unexpected financial market
developments constituted 7.4 percent
of the principal factors and 11.6 percent
of all other major factors. Affected
firms cited changes in the availability
and cost of debt financing much more
frequently than  equity market
difficulties.

Comparison with 1967 survey

The close similarity between section I
of the 1967 questionnaire and section I
of the 1971 questionnaire makes possi-
ble a direct comparison of the results
of the two surveys.! Chart 10 shows
the relative importance of the various

4. Section I of both questionnaires dealt with the factors
responsible for appreciable differences between actual and
expected capital outlays in the preceding year. The two
questionnaires had virtually identical formats for section I,
except that the 1971 questionnaire (1) added ‘‘pollution

control” as an explicit factcr and (2) separated “‘working
capital requirements” into ‘‘cash balances’” and ‘‘other.”
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principal factors tending to increase and
to decrease capital outlays in 1966 and
in 1970. In interpreting differences be-
tween the 2 years, it should be noted
that 1970 was characterized by rela-
tively slack rates of economic activity
and capacity utilization, an easy capital
goods supply situation, and disappoint-
ing sales and profits; in contrast,
generally strong business conditions
prevailed during 1966, with & much
tighter supply situation. Upward revi-
sions in capital outlays were more
frequent than downward revisions in
1966, while the reverse was true in 1970.

Given the dissimilar economic con-
ditions, it is not surprising that the
most striking difference between 1966
and 1970 was in the influence of un-
expected developments in sales and net

Table 2.—Principal Factors Responsible for Deviations Between Expected and

Nonfinancial firms only
Under $1,000,000 assets $1,000,000 to $9,999.999 assets
Number of firms citing as principal factor the difference
Line |between actual 1970 conditions and expectations with respect to— X |
Increasing Decreasing Increasing Decreasing | Increasing Decreasing Increasing Decreasing
outlays 3 outlays 3 outlays3 outlays 3 outlays 3 outlays 3 outlays 3 outlays 3
Number 4 Percent Number ¢ Percent
1 SaleS. e 8 5 24
Firms with sales above expectations._ .. 6 0 19
Firms with sales below expectations. .. 2 4 5
Firms not specifying direction_.___ ... ___._.__________ 0 1 0
2 | Current €Xpenses. . ... ... eeecemmnaaan 2 (] 10
3| Netearnings. .. __ . . o 1 4 3
Firms with earnings above expectations...___._____.____.. 1 0 3
Firms with earnings below expectations. - 0 4 0
Firms not specifying direction. 0 0 0
4 | Working ital requir |- TN 1 1 2
Cash balancees. ... iieicicciiciacans 0 ) U PN PR, 2 b b2 DR BRI
Other s 1 {2 R PPN 0 [ Y S
5 | Timing of equipment deliveries and/or construction progress. . . 2 2 6.2 12.5 4 9 4.3 9.2
6 | Plant and equipment costs (viz. pricespaid)..____....__..._._._ 2 1 6.2 6.2 10 2 10.6 2.0
Firms with costs above expectations. 1 1 8 1
Firms with costs below expectations. 0 0 1 0
Firms not specifying direction____._. 1 0 1 1
7 | Financial market conditions. . ... .. ... ... [} 2 0 12.5 2 6 2.1 6.1
Firms mentioning availability and cost of debt financing. - 0 ) P R, 1 b 2 N PR,
Firms mentioning availability and cost of equity financing. 0 b S P PO, 1 < 2 N D
8 | Pollution control...___ ... M ne 1 0 3.1 .0 5 0 5.3 .0
9 | Technological devel 1~ TS 3 0 9.4 .0 5 0 5.3 0,
10 | Investment tax credit®_ ... ..ol 0 0 .0 .0 0 1 .0 1.0
11 | Mergers or acquisitions 5__._________________________......._... 5 0 15.6 .0 9 0 9.6 0
12 | Routine underestimation or overestimation 5. _______.____._____ 3 0 9.4 .0 8 2 8.5 2.0
13 | Accidentaldamage’ . .. . . oimcanaan 2 0 6.2 .0 5 0 5.3 .0
14 | Overall debtposition 5. _____. . .. ____._______.__ ... 0 0 .0 0 0 0 .0 0
15 | Allother factors_ _ .. ... . e acaccmcaaann 2 1 6.2 6.2 7 7 7.4 7.1
Totals O e 32 16 100.0 100.0 o 98 100.0 100.0

1. Based on “principal” factors cited by firms answering ‘“yes” to question 1: ‘“Were your
actual 1970 expenditures for plant and equipment changed appreciably, either in terms of
aggregate dollar amount or in composition or form, from those expected early that year?”

3. Increasing (decreasing) out

2. In addition to the firms shown by asset size, includes financial institutions as well as a
small number of nonfinancial firms for which asset-size information was not available.

lays refer to 1970 expenditures higher (lower) than those

expected by the firm in early 1970,
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earnings. These two factors combined
constituted 46.6 percent of all principal
factors cited as tending to depress ex-
penditures in 1970, up from 12.1 per-
cent for the comparable two factors in
1966. With respect to upward revision
of spending, the two factors constituted
18.1 percent of the principal factors
cited for 1970, down from 30.8 percent
in 1966.

The marked difference between 1966
and 1970 in the influence of surprises
in sales and net earnings was evident
for all asset-size groups (table 2).
Among the larger firms, for example,
the two factors together constituted
44.2 percent of the principal factors
cited as tending to reduce spending in
1970, as against only 5.6 percent in
1966; with respect to upward revisions,
the two factors accounted for only 4.2

SURVEY OF CURRENT BUSINESS

percent of the principal factors cited for
1970, as against 29.2 percent in 1966,

Another marked shift between 1966
and 1970 in the relative importance of
the principal factors was in the timing
of equipment deliveries and/or of con-
struction progress. Unexpected delay
in equipment deliveries and/or in con-
struction progress was by far the most
mmportant principal factor depressing
capital outlays in 1966, accounting for
47.8 percent of all such factors cited.
Reflecting easier supply conditions, this
factor was much less influential in 1970,
when it accounted for 19.2 percent of
the principal factors operating to reduce
spending.

In 1970, as in 1966, unexpected
financial market developments were
important factors causing deviations
from expected investment programs.

Actual Plant and Equipment Expenditures in 1970 ! by Asset Size of Firm
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Differences between actual and exp ected
financial market conditions accounted
for 7.4 percent of the principal
factors cited as tending to reduce
spending in 1970, as against 10.9
percent in 1966. With respect to up-
ward revisions of spending, unanticipated
financial market developments con-
stituted 3.1 percent of the principal
factors cited in 1970, as against 0.9
percent in 1966.

Direct and indirect effects

Respondents to the latest survey
were explicitly instructed that all ques-
tions bearing upon the impact of
financial market conditions were to be
answered with respect only to the
direct impact of such conditions on
their firms’ investments, and that any
indirect impact of such conditions

Nonfinancial firms only (Continued) All firms 2
$10,000,000 to $49, 999,999 assets $50,000,000 assets and over
Increasing Decreasing Increasing Decreasing
| outlays 3 outlays 3 outlays 3 outlays 3
Increasing Decreasing Increasing Decreasing Increasing Decreasing Increasing Decreasing
outlays & outlays 3 outlays 3 outlays 3 outlays 3 outlays 3 outlays # outlays 3
Number ¢ Percent Number 4 Percent Number ¢ Percent
10 3 50 114 15.3 25.4
8 3 41 1
2 0 9
0 0 0
4 2 20
3 0 9
1 0 7
2 0 2
0 0 0
0 0 5
0 14 e 0 12 | 4 ¢ U R
0 [ P P, 0 4 ). 1 [ R (R,
6 11 39 15.5 21,8 35 86 10.7 19.2
9 5 2 7.0 1.1 30 7 9.2 1,6
T8 5 25
1 0 2
] 0 3
5 3 10
4 10 [ feeiieias 3 B A R P S 8 b7 P PN
1 [ N PR [} 2 ) PR, 2 L N (NN PR
6 1 8.5 8 14 1 19.7 6 26 2 8.0 .4
.6 0 8.5 .0 6 1 8.5 .6 23 1 7.0 .2
0 0 0 .0 0 0 0 .0 0 1 0 .2
7 1 9.9 8 11 0 15.5 .0 37 2 11.3 .4
4 0 5.6 -0 5 3 7.0 L7 33 7 10.1 1.6
1 0 1.4 .0 1 0 1.4 .0 9 0 2,8 .0
0 1 0 .8 0 4 .0 2,2 [ 6 .0 L3
10 9 4.1 7.6 10 20 1.1 1.2 40 45 12,2 10,0
71 120 100.0 100.0 71 179 100.0 100,0 327 448 100.0 100.0

4. Not all firms specified the principal factor. Where only one major factor was indicated,

this was taken to be the principal one.
5. Specified under “other factors” in the questionnaire.

6. Percentage components may not add to 100 percent because of rounding.

Sources: U.S. Department of Commerce, Office of Business Economies, and the Securities

and Exchange Commission.
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operative through purchases by their
customers were to be ignored. In the
1967 survey, this instruction was not
given for section I of the question-
naire, but it is not believed that this
has led to any important incompar-
ability between the 1967 and 1971
survey findings. The purpose of this
ingtruction was to eliminate such in-
direct effects as that which occurs
when a firm’s sales, and therefore its
capital requirements, are reduced be-
cause of the adverse impact of financial
conditions on its customers, and that
which occurs when a firm reduces its
investment in anticipation of such a
reduction in its sales.

Notwithstanding explicit instructions
in the 1971 survey to limit responses to
the direct impact of monetary factors,
it is possible that some replies to

SURVEY OF CURRENT BUSINESS

questions 7 and 8 (discussed below)
include the effects of nonfinancial
factors as well. Those two questions
asked for quantification of the reduc-
tions in 1970 investment outlays that
were directly attributable to financial
factors alone, and some respondents
may have found it too difficult to
isolate the direct impact of such
factors alone. To the extent that this
occurred, the reductions reported in
the replies to questions 7 and 8 over-
state the direct effects of monetary
conditions.

Impact of Financial Market
Factors on 1970 and 1971
Plant and Equipment Ex-
penditures

The survey data show that 1969-70
developments in the money and capital

R CHART 10

Percentage Distribution of Principal Factors Responsible for Deviations
Between Expected and Actual Plant and Equipment Expenditures,

All Industries, 1966 and 1970

Factors INCREASING Expenditures

Percent
100 — g

40 —

Factors DECREASING Expenditures

-~ Net Earnings

Timing of Equipment Deliveries
<~ and/or Construction Progress

30 —

f —Plant and Equipment Costs
Pollution Control
~—Financial Market Conditions

1966 1970

NOTE.—1370 data are from table 2; 1966 data from table 2 of the
article cited in footnote 1.

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

1966

Working Capital
Requirements

| All Other Factors

1970

71-12-10
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markets had an impact on 1970-71
plant and equipment spending some-
what greater than that which resulted
in 1966-67 from the restrictive mone-
tary conditions in 1966.* The results of
the latest survey show many of the
same patterns revealed in the earlier
survey, such as the sharper downward
revisions reported by small firms; the
tendency of large firms to react more
slowly than smsll firms to financial
market developments; the greater influ-
ence of interest costs, relative to other
effects of monetary restraint, as a cause
of reductions in outlays; and the sizable
proportion of affected firms that
planned subsequently to carry out at
least some of the investment eliminated
in the period of great financial
stringency.

Tables 3 and 4 present the basic sur-
vey data relating to the impact of 1969—
70 financial market developments on
1970 plant and equipment outlays.
Table 3 organizes the data by industry
and table 4 by asset size.

Effects on 1970 plant and equipment
spending .

Of the responding firms, 9.2 percent
(341 out of 3,709) indicated that 1969
70 financial market developments caused
1970 plant and equipment expenditures
to be lower than they would otherwise
have been (tables 3 and 4). This com-
pares with the 5.3 percent that indicated
in 1967 that 1966 outlays were lower
than they would otherwise have been
as a result of 1966 financial develop-
ments. In 1966, the proportion was
relatively uniform among the various
asset-size groups, but in 1970 the pro-
portion increased with asset size; from
5.7 percent of firms with under $1 mil-
lion of assets to 12.7 percent of firms
with assets of $50 million or more
(chart 11 and table 4, line 9).

Question 5 inquired into “any’’ reduc-
tion of outlays in 1970 resulting from
restrictive monetary conditions, and
differed in this respect from question 2g
which inquired into “appreciable’”’ re-
ductions. As would be expected, more
firms responded affirmatively to ques-
tion 5 than checked 2g. Of the 341
firms that indicated reductions in 1970
capital outlays due to financial market

5. See earlier discussion on the differences be-
tween financial conditions in 1969-70 and in 1966.
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conditions (question 5a), 164 also indi-
cated “appreciable”’ reductions in their
answers to question 2g. As in the 1967
survey, a higher proportion of the larger
than of the smaller firms answered both
of these questions affirmatively.

Respondents were also asked to indi-
cate the quarters of 1970 which were
affected significantly by reductions in
outlays associated with financial mar-
ket developments. The summary in
table 4 shows that the number of firms
affected was larger in the second half
of the year than in the first, with the
third quarter figure somewhat larger
than that for the fourth. This pattern
prevailed for all asset-size groups. In
1966, the number of affected firms rose
throughout the year. The earlier peak
in 1970 (third quarter) likely reflects
the fact that in 1970 credit policy eased
in February whereas in 1966 the easing
did not occur until the fall.

Table 3.—Reductions in 1970 Plant and Equipment Ex

SURVEY OF CURRENT BUSINESS

Firms indicating in question 5a a
reduction in 1970 plant and equipment
expenditures because of 1969-70
financial developments were asked in
question 9 to indicate the specific cause
or causes of the reduction. About three-
fourths of these firms (251 firms) cited
higher interest costs (table 4). Unat-
tractiveness of borrowing conditions
other than interest rates was mentioned
by one-third of the firms, and the un-
willingness of financial institutions to
supply funds was mentioned by one-
fourth of the firms. The higher cost of
equity financing resulting from the
decline in the stock market was men-
tioned by one-sixth of the firms and
the unattractiveness of underwriting
terms by fewer than one-tenth. (Not-
withstanding explicit instructions to
reply only with respect to the direct
impact of financial market conditions,
9 percent of the firms cited general

Firms by Major Industry
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economic conditions as one of the
reasons for cutbacks in investment.)

About 70 percent of the firms re-
ducing 1970 outlays because of 1969-70
financial market developments indi-
cated that they would carry out at
least some of the eliminated investment
in 1971 (table 4, line 8). The proportion
was somewhat greater for the two larger
asset-size groups than for the two
smaller groups.

Table 3 presents the survey results
by broad industry groupings. The pro-
portion indicating some reduction of
1970 plant and equipment expenditures
as a result of 1969-70 financial market
developments was greater in manufac-
turing than in any other group; this is
in contrast to the results for 1966, when
the public utility group had the largest
proportion of affected firms.

Firms were also asked the following
question (number 10): “If the cost and

penditures Resulting From 1969-70 Financial Market Developments: Number of

Manufacturing Al
Line Utilities ! | Finance Trade All other 2 | industries
Durables Non- Total
durables
|
1 | All firms answering question on 1970 impact of financial market developmentis
(question 5a)3_. . ... L ... 1,013 773 1,786 202 311 754 655 3,709
2 | Number indicating no reductions (question 5a)%_ _ . ___. ... __._..____._____._. 878 706 1,584 187 308 696 59 3,368
3 Number indicating reductions in plant and equipment expenditures because of .
financial market developments (question 5a)% ___.___ ... _______..__._________. 135 67 202 15 3 58 6 341
4 | Number indicating both reductions in plant and equipment expenditures (ques-
tion 5a) and financial market conditions as a factor accounting for an appreci-
able decline from planned to actual expenditures (question 2g)3_ _____________. 69 25 94 10 2 26 32 164
5 | Number indicating significant reductions occurring in (question 6)34:
a, First quarter._._________ R 31 18 49 1 15 15 83
b. Second quarter 72 27 99 7 1 31 32 170
¢. Third quarter. 123 54 177 13 3 39 53 285
4. Fourth quarter____.____. 107 49 156 9 3 34 45 247
6 | Number indicating reductions amounting to (question 7)3:
a. Less than 5 percent of actual plant and equipment expenditures_._____.. 7 7 14 6 0 7 3 30
b. 5 percent t0 9.9 Pereent_ ... 27 13 10 6 1 7 7 61
¢. 10 percent to 24.9 percent 51 23 74 2 1 20 24 121
d. 25 percent to 49.9 percent. 30 12 42 1 1 9 9 62
e. 50 percent or more_.._.__ 17 9 26 0 0 14 16 56
f. Amount not specified S_________ .. 3 3 6 0 0 1 4 11
7 | Number mentioning as canse of reductions (question 9)3:
a. Rise in interest rate costs to your firm._.._.._.._.._._....._._._.__.._... 101 48 149 13 2 39 43 251
b. Decline in the stock market because it affected your cost of equity fi-
MANCING. - - b 25 13 38 4 0 8 7 57
¢. Unattractiveness of borrowing conditions other than interest rates__.____ 43 26 69 7 0 22 23 121
d. Unattractiveness of underwriting terms (other than offering price or
yield) in raising funds from the stock or bond market______.._..._..__ 1 5 16 3 0 3 2 %
e. Unwillingness of financial institutions to supply funds to your firm in
desired amoUNtS_ ... ... ... 39 13 52 1 1 13 17 84
f. Unwillingness of underwriters/brokers to handle your issues in desired
amount in raising funds from the stock or bond market._............_. 6 1 7 1 0 2 3 13
g. Difficulties (other than interest cost) in issuing commercial paper....._.. 7 5 12 1 1 0 1 15
h. Other financial market conditions.._.._.._.._ ... ... ... 15 1 26 1 0 10 1 48
8 | Number expecting to carry out in 1971 (question 13)3:
a. None of the eliminated 1970 plant and equipment expenditures. .. 46 12 58 4 1 19 17 99
b. Some of the eliminated 1970 plant and equipment expenditures 76 42 118 7 1 26 28 180
¢. Most of the eliminated 1970 plant and equipment expenditures 11 10 21 3 0 7 13 44
4. All of the eliminated 1970 plant and equipment expenditures 2 2 4 1 1 4 2 12
e. Notspecified 6 .. _______ ... 0 1 1 0 0 2 3 6

1, Includes communications.

2. Includes transportation, construction, mining, and services.
3. Question numbers refer to questionnaire.

4. Some firms indicated more than 1 quarter.

451-624 O -T2 - 4

5. Firms replying ‘yes’’ to question 5a but not answer'gng questgon 7.
6. Firms replying “yes’” to question 5a but not answering question 13.

Sources: U.S. Department of Commerce, Office of Business Economies, and the Securities
and Exchange Commission.,
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availability of credit to your firm in
1969-70 had been about the same as in
the 5-year period 1961-65, would your
1970 expenditures for new plant and
equipment, and for inventories, have
been greater than they actually were?”’
The questionnaire noted that this 5-
year period was characterized by rela-
tively easy credit conditions, with
interest rates averaging 4.8 percent on
short-term bank loans and 4.6 percent
on domestic corporate bonds, as com-
pared with 8.1 percent and 8.5 percent,
respectively, in 1970. Of the firms
answering this question, 430, or 12
percent, indicated that they would have
spent more for plant and equipment
under the specified conditions. (As
shown in table 7, these 430 firms include

I CHART 11
Reductions in 1970 Plant and Equipment

Expenditures Resulting From 1969-70
Financial Market Developments

oPercent of firms reporting reduction

e®Average percent reduction by affected firms

® Aggregate reduction as a percent of
expenditures of all firms in size class

2.9

$1-$9.9

$1 mil. mil. mil.

ASSET SIZE CLASS

$10-$49.9 $50 mil.

& over

Under

NOTE.—Data are from table 4.

U.S. Department of Commerce, Office of Business Economics 71-12-11
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firms which responded “no” to question
5a regarding reductions in capital
spending because of 1969-70 financial
conditions.) The extent of the addi-
tional plant and equipment spending
which would have occurred under the
more favorable financial market condi-
tions specified in question 10 is also
shown in table 7.

Effects on 1971 plant and equipment
programs

Table 5 presents data on the impact
of 1969-70 financial developments on
1971 capital investment plans (question
14). Almost 88 percent of responding
firms indicated no impact, 5 percent
indicated that 1971 outlays would be
larger than they otherwise would have
been, while 8 percent said outlays would
be smaller.

The pattern of the 1971 reductions
by asset-size class was not appreciably
different from the pattern of the 1970
reductions. As was the case for 1970
reductions, the proportion of firms ex-
pecting reductions in 1971 programs
increased with asset size—from 5.9
percent for the smallest asset-size group
to 10.0 percent for the largest (table 5,
line 8, and chart 12).

Of the 268 firms that expected to
reduce 1971 capital outlays as a result
of 1969-70 financial market develop-
ments, roughly half were companies
that had also indicated some reduction
in 1970 expenditures for the same
reason.

Quantification of national impact

Rough calculations can be made of
the impact of 1969-70 financial market
conditions on overall national outlays
for plant and equipment. Estimates
were derived for: (a) The reduction of
1970 spending for new plant and equip-
ment; (b) the reduction of planned 1971
spending for new plant and equipment;
and (c) the hypothetical addition to
1970 spending for new plant and equip-
ment that would have occurred had the
cost and availability of credit in 1969-70
been about the same as in the period
1961-65. (Estimates were also derived
for the overall national impact on in-
ventory investment. These are reviewed
in a later section of this article.)
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The general procedure for obtaining
overall national impact estimates con-
sisted of applying the sample ratios of
reductions (or increases) in spending, by
asset-size class, to universe estimates of
spending by the respective size classes.
For example, the national impact of
1969-70 financial market conditions on
1970 spending for new plant and equip-
ment was derived in the following
manner: (1) The frequency distribu-
tions of percentage reductions by non-
financial firms in each of the four asset-
size classes (table 4, line 6) were
averaged on the basis of the arithmetic
means of the percentage intervals®
(table 4, line 10a) and of their medians
(table 4, line 10b); (2) these mean and
median percentages were applied, in
each asset-size class, to the sum of the
1970 plant and equipment expenditures
of the firms reporting reductions and
the resulting dollar amounts were di-
vided by the 1970 expenditures of all
sample firms in the size class to yield
aggregate percentage reductions for all
sample firms in the size class (table 4,
lines 11a and 11b); (3) these percentages
were applied to universe estimates of
1970 capital outlays by nonfinancial
business by asset-size class, as calcu-
lated by the regular OBE-SEC survey;
(4) estimates for financial firms were
derived by a similar procedure except
that no asset-size distinction was made;
and (5) the resulting estimate of reduc-
tion from the sum of steps (3) and (4)
was raised to the more comprehensive
universe of nonfarm nonresidential fixed
investment appearing in the national
income and product accounts.’

The nonfarm nonresidential fixed in-
vestment total of $96.0 billion for the
year 1970 comprises the $79.7 billion of
plant and equipment outlays covered
by the OBE-SEC quarterly surveys

6. It was assumed that the mean for each percentage
interval was at its midpoint. For the 50 percent or more
class, the mean was assumed to he 75 percent.

7. This methodology is identical to that used in the 1967
survey. Another set of estimates was made from the new
survey data, using for each asset-size class a weighting pro-
cedure: Step 1 above was carried out by applying the mid-
point of each percentage interval to the capital outlays of the
affected sample companies reporting reductions in that inter-
val. The resulting dollar estimates of reduction were then
expressed as a percent of total capital outlays by all sample
firms, and the remainder of the methodology was the same
as steps 2 through 5 above. The resulting estimates are close
to those presented in this article and do not appreciably alter
any of the findings.
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plus outlays of nonprofit institutions,
real estate companies, and firms pro-
viding professional services, capital out-
lays in oil and gas well drilling charged
to current account, automobiles owned
by salaried workers who are reimbursed
by their employers for the business use

SURVEY OF CURRENT BUSINESS

of their cars, and a number of other
smaller reconciliation items.

Based on the $96 billion national ac-
counts total, the estimated reduction in
1970 fixed investment resulting from
1969-70 financial market conditions
ranges from $785 million if the sample

27

median percentage reductions are used
to $1,240 million if the sample arith-
metic means are used. As the arithmetic
mean calculation usually tends to over-
state the true mean, while the median
calculation tends to understate it, the
average of the two results—$1,010 mil-

Table 4—~Reductions in 1970 Plant and Equipment Expenditures Resulting From 1969-70 Financial Market Developments, by Asset Size

Nonfinancial firms only

All firms 1
Under $1,000,000 to } $10,000,000 to | $50,000,000 All sizes
$1,000,000 $9,999,999 $49,999,999 and over
Number of firms
1. All firms answering question on 1970 impact of finanical market developments (question 5a) 2. __ 523 1,134 844 770 3,271 3,709
2. Number indicating no reductions (question 5a) 2 __._______ . ... ... 493 1,030 754 672 2,949 3,368
3. Number indicating reductions in plant and equipment expenditures because of financial market
developments (question 58) 2 il 30 104 90 98 322 341
4. Number indicating both reductions in plant and equipment expenditures (question 5a) and
financial market conditions as a factor accounting for an appreciable decline from planned to
actual expenditures (question 2g) 2. _ . eiiiiiiiiaciioal 8 41 50 59 158 164
5. Number indicating significant reductions occurring in (question 6) 2 3:
A, First quarber s 10 24 19 25 78 83
b. Second quarter 14 54 45 50 163 170
e A QUArber - e e 22 90 71 82 271 285
d. Fourth QUATter - e 20 79 70 64 233 247
6. Number indicating reductions amounting to (question 7) 2:
a. Less than 5 percent of actual plant and equipment expenditures. R 0 11 3 16 29 30
b. 5 percent to 9.9 percent. .. eiea. _ 7 14 10 27 58 61
c. 10 percent t0 24.9 PETCON . _ . L o 8 40 37 31 116 121
d. 25 percent t0 49.9 Percent - . .o 6 18 24 11 59 62
e. 50 percent or more_ ______ 6 18 17 9 50 56
f. Amount not specified ¢ 3 3 0 4 10 11
7. Number mentioning as cause of reductions (question 9) 2:
a. Rise in interest rate costs to your firm _ . 16 72 65 83 236 251
b. Decline in the stock market because it affected your cost of equity finanecing N 1 19 17 19 56 57
c. Unattractiveness of borrowing conditions other than interest rates. .._______.___.....__.__ 6 30 34 46 116 121
d. Unattractiveness of underwriting terms (other than offering price or yield) in raising
funds from the stock or bond market. .. ..ol 0 6 8 9 23 24
e. Unwillingness of financial institutions to supply funds to your firm in desired amounts. . 8 32 23 17 80 84
f. Unwillingness of underwriters/brokers to handle your issues in desired amount in raising
funds from the stock or bond market_ . ... e 1 5 4 2 12 13
g. Difficulties (other than interest cost) in issuing commercial paper. ... 1 3 1 7 12 15
h. Other financial market developments 8 16 15 7 46 48
8. Number expecting to carry out in 1971 (question 13) 2:
a. None of the eliminated 1970 plant and equipment expenditures. . ... _....__.....__._. 17 34 21 24 96 9%
b. Some of the eliminated 1970 plant and equipment expenditures. . e . 10 51 53 58 172 18
¢. Most of the eliminated 1970 plant and equipment expenditures- . ._______..__..._______ 1 12 12 13 38 44
d. All of the eliminated 1970 plant and equipment expenditures 0 5 3 2 10 12
€. NO SPOCTAOE 5o - o o o o oo T 2 2 1 1 6 6
Percent
9. Percentage of responding firms indicating reduction inoutlays______._________.________.__._.__.__ 5.7 9.2 10.7 12.7 9.8 9.2
10. Percentage reduction for affected firms calculated on the basis of: "
32.1 28.3 32.2 19.9 27.2 (9)
22.2 19.6 23.4 1.9 18.9 O]
11, Agbgl'e_gaufe ;' duction as a percentage of outlays for all reporting firms in size class calculated on the
asis of &:
80 MOATL - - o o oo .99 2.86 1.09 1.27 1.26 ®
b. Median. I T 168 1.98 .79 .76 .71 ®
'12. Percentage of afiected firms mentioning as cause of reduced outlays:
o, Rise In Mterest cOsto . s A O Oy e 53.3 9.2 72.2 84.7 73.3 73~‘75
b. Decline in the stock market - 3.3 18.3 18.9 19.4 17.4 16. I
c. Unattractiveness of borrowing conditions other than interest rates 20.0 28.8 37.8 46.9 36.0 35.
d. Unattractiveness of underwriting terms (other than offering price or yield) in raising 0
funds from the stock or bond market__ ... - 0 5.8 8.9 9.2 or s ZZ 6
e. Unwillingness of financial institutions to supply funds in desired amounts. .. 26.7 30.8 25.6 17.3 2.8 .
1. Unwillingness of underwriters/brokers to handle isstes in desired amount in raising funds 3.8
from the stock or bond market..________._______ ... ... 3.3 4.8 4.4 2.0 3.7 5
g. Difficulties (other than interest cost) in issuing commercial paper. 3.3 2.9 1.1 7.1 3.7 14' 1
h. Other financial market developments_ - __________._________________ ... 26.7 15.4 16.7 7.1 14.3 -

L. In addition to the firms shown by asset size, includes financial institutions as well as a
small number of nonfinancial firms for which asset-size information was not available.

2. Question numbers refer to questionnaire,
3. Some firms indicated more than one quarter.

4, Fi.rms replying ‘“‘yes” to question 5a but not answering question 7.
5. Firms replying “yes’’ to question 5a but not answering question 13.

6. Computed from the frequency distributions in lines 6a-6e, using the midpoint of closed-
end intervals and a value of 75 percent for the open-end interval.

for each distribution.

7. Computed from the frequency distrioutions in lines 6a-8e, using the calenlated median

8. Computed by multiplying line 10a and line 10b, respectively. by 1970 plant and equip-

ment expenditures of firms reporting reductions and dividing

firms in the size class.
9. Not available.

Sources: U.8. Department of Commerce, Office of Business Economies,
and Exchange Commission.

by expenditures of all sample

and the Securities
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lion—is probably closer to the actual
figure than either the mean or the
median.

Using the less inclusive $79.7 billion
total plant and equipment outlay for
1970 obtained from the OBE-SEC sur-
vey universe, the estimated national
impact ranges from $650 million by the
median calculation to $1,030 million by
the mean calculation.

The overall reduction in planned 1971
plant and equipment programs Te-
sulting from 1969-70 financial market

SURVEY OF CURRENT BUSINESS

developments was estimated by a pro-
cedure similar to that described above,
except for the netting of indicated
increases against decreases.® As shown
in table 5, of the 474 firms indicating
a change in their 1971 plant and equip-
ment programs (relative to what they
would otherwise have been) as a con-
sequence of 1969-70 financial market

8. The survey did not provide a quantitative basis for
calculating the possible increases in 1970 outlays resulting
from 1969-70 financial conditions. Any such increases, which
would result largely from anticipatory effects, would tend
to overstate the 1970 estimated impact. See later discussion
on margins of error.

Table 5.—Changes in 1971 Plant and Equipment Expenditure Programs Resulting From

Asset Size

December 1971

developments, 268 firms said that 1971
programs would be lower while 169
firms indicated Aigher. The national
impact based solely upon the sample
firms indicating lower programs for 1971
resulted in an overall reduction ranging
from $1,195 million based on the
median to $1,830 million based on the
arithmetic mean, or an average reduc-
tion of $1,515 million. These figures,
however, represent a ‘“‘gross’’ reduction
in that they do not reflect the higher
1971 programs indicated by 169 firms.

1969-70 Financial Market Developments, by

Nonfinancial firms only
All firms !
Under $1,000,000 to | $10,000,000 to | $50,000,000 All sizes
$1,000,000 $9,999,999 $49,999,999 and over
Number of firms
1. Al firms answering question on impact of 1969-70 financial market developments on 1971 invest-
ment programs (question 14) 2.__________________________ ... ___.___ e e 495 1,089 799 733 3,116 3,539
2. Number indicating no changes in 1971 investment programs (question 14) 2 446 927 673 627 2,673 3,065
3. Number indicating changes in 1971 investment programs (question 14) 2. 3 49 162 126 106 443 474
4. Of those in line 3 above, number indicating higher 1971 plant and equipment programs (question
5a) 23 e .. e i 12 62 54 29 157 169
5. Of those in line 3 above, number indicating lower 1971 plant and efluipment programs (question
15a) 2. 3.___ - ] 29 83 64 73 249 268
6. Of those in line 5 above, number indicating reduction amounting to (question 16) 2:
a. Less than § percent of programed plant and equipment expenditures 4 2 4 4 14 15
b. bto 9.9 percent. . 6 17 13 25 61 64
e. 1010 24.9 pereent . 7 35 24 25 91 99
d. 25 t049.9 percent ... 4 12 13 12 41 43
e. 50 percent OF MOTe_ oo ...l 7 16 10 7 40 45
f. N