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The Business Situation

By Division of Research and Statistics, Bureau of Foreign and Domestic Commerce

USINESS ACTIVITY continued to

decline in October, but at a slower
rate than in the preceding 2 months,
when the major cutbacks in war produc-
tion took effect. The most notable
changes during the past month occurred
in industrial output and factory ship-
ments. Although the October decrease
in the finished munitions delivered was
smaller than in the preceding month,
manufacturing output as a whole con-
tinued to fall at about the same rate due
to the substantial reduction in coal and
steel.

Reductions in Coal and Steel

The output of bituminous coal de-
clined substantially during the first 3
weeks of October as a result of wide-

spread work stoppages in the industry.
(See chart 1.) The curtailed flow of coal
to blast furnaces as a result of the strike
in the mines reduced the average weekly
steel operating rate in October to 71 per-
cent of capacity compared with the
September rate of 80 and last spring’s
95. However, the steel rate turned up-
ward at the end of the month after coal
output was again stepped up to earlier
volume.

Crude petroleum output, which is also
shown in the chart, moved downward
following VJ-day as a result of greatly
reduced military requirements for avia-
tion gasoline and other petroleum prod-
ucts. Increased civilian demand follow-
ing the end of gasoline rationing has pro-
vided only a partial offset to the reduced
takings of the military.

Chart 1.—Selected Business Indicators—Weekly Production
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Other weekly indicators of production
and primary distribution were generally
lower in Octoher than a month earlier
although there have been no severe re-
ductions outside the munitions indus-
tries. As a matter of fact, the economy
in the first 3 months following VJ-day
has shown very considerable resiliency in
the face of the gquick stoppage of much of
the armament program. Also, there have
not been very marked repercussions in
prices.

Some unsettlement occurred, but on
the whole the price level and structure
today are not much different from what
they were in mid-August. Meanwhile,
more goods have become available for
civilians—notably meats and gasoline—
and this tendency which will accelerate
from now on will gradually ease the de-
mand pressure on prices over a wider
and wider segment of the economy.

Some Fields Remain Strong

In general,there was aretardation dur-
ing October in the rate of decline in the
economy. 'The number of lay-offs slack-
ened, while employment in some areas
increased as a result of seasonal upturns
and the easing labor supply. Trends in
the services and trade remained buoyant.

The decline in income payments to in-
dividuals that continued into October was
still confined largely to manufacturing
pay rolls. The major subject for concern
remained the speed of reconversion and
how soon sufficient job opportunities
would develop for the veterans who were
being discharged at the rate of well over
one million a month.

Reconversien Progress

The first part of the reconversion job,
cutting off war production in the war-
converted plants, was virtually completed
by the end of September. This was fol-
lowed by the initial phases of resuming
civilian production. The easier produc-
tion items, particularly those that had
been given the go-ahead signal imme-
diately after VE-day, began to appear in
the stores.

In the case of durable goods, however,
while considerable progress was evident,
the quantities produced were still small
compared with prewar output and were
hardly large enough to influence the vol-
ume of retail sales. Some new automo-
biles, a prime example of the more com-
plex production segments, were distrib-
uted to dealers for display, but large-scale
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deliveries were still considerably in the
future.

It is weil to keep in mind the time
necessary to organize procduction and
to secure volume output. During this
organizationa! phase, a considerable
amount of activity is generated which
means employment, but which does not
find immediate reflection in the flow of
finished products into the channels of
distribution.

This can be seen in part in the way
employment is holding up relative to
shipments in the metal-working indus-
tries. Preliminary estimates for October
show that while shipments in the recon-
version metal industries (metal products
other than aircraft, ships, and ordnance)
were 60 percent below the first quarter
of this year, man-hours of work were
down only 30 percent. The higher rela-
tive employment is needed to clear the
plants of the special machinery for mu-
nitions output and the old inventory, as
well as to install the equipment and
build up stocks of materials and parts
for the new types of product.

New Production Takes Time

Current concern over the rate of re-
conversion is a reaction to earlier over-
optimistic forecasts in some quarters
rather than a response to the realities
of the situation. The fact to be kept in
mind is that the production of new prod-
ucts in large volume is a time-consuming
process. This was true during the war
when the pressure of demand was the
over-riding consideration. I took until
1942—2 years after the start of the de-
fense effort—to really get war produc-
tion rolling on a big scale.

The problems which industry faces
now are the same in kind—though not
in degree—from those faced in 1940 and
1941, when armament expansion was im-
perative. It is true that today we are
returning to things that we have made
in large quantities before, while then we
lacked in know-how. This simply means
that it will not take as much time to
convert back to peacetime goods—but
not that it can be done in a month, or
two, or three.

Chart 2 was drawn to illustrate that
the pattern of new production follows a
certain type of curve. This could be
demonstrated by many examples, of
which we have presented two from the
experience of the war; the third is an
historical peacetime experience. Note
the similarity of these three curves, and
the period of initial low production after
the start.

Each of the three lines represents
cases where either a new product was
undertaken from scratch or the facili-
ties of a given group of plants were con-
verted to another product, or a new
model of an old product. In each illus-
tration the same pattern is apparent—
the shape is concave upward. The
progress of production does not follow a
straight line nor is large scale or full
production reached quickly.

In the top panel is shown the history
of the famous shift by Ford from Model
T to Model A passenger cars in the late
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twenties. The data used here are for
registrations, but obviously these were
determined by production. Included in
these figures are the registrations of
Model T passenger cars, no longer in
production, as well as registrations of
Model A’s produced by Ford. In com-
puting the index of registrations for this
purpose, the previous monthly peak out-
put was used as 100.

The 15 millionth and last Model T
came off the assembly line in May 1927.
It wasn’t until October of that year—
5 months later—that the first of the new
Model A’s was completed. (The small
number of registrations shown on the
chart for 1927 and early 1928 represent
sales of Model T’s in the hands of deal-
ers.)

Five months were consumed by Ford
in changing over equipment, tools, dies,
jigs, and fixtures and accumulating parts
for the new models. It then took almost
a year to reach 50 percent of the previous
peak output of cars. All told, previous
peak output was attained about 18
months after the first new model was
manufactured.

The remaining two examples are from
our recent war experience. The middle
panel represents a composite picture of

Chart 2.—Production Curves for
Selected New Products
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the production experience of new models
of airplanes and those manufactured in
new plants. Since it is a composite, the
occasional jagged monthly movements
do not show up as in the other two cases.

In this case, the production curve pre-
sented here begins after the blueprint
and planning stages are completed and
the first experimental models have been
tested. The monthly production goal
was taken as 100.

Here again, significantly, the typical
experience was that it took about a year
from the manufacture of the first plane
to a monthly production rate that was
one-half of the goal. Then, in another
6 months, the goal was attained. While
this is an average, with some models
taking less time and others more, all
models followed similar patterns.

The third case in this chart, an in-
fantry rifle, represents a smaller pro-
duction problem, as compared with auto-
mobiles and airplanes, but this product
was manufactured in the main in plants
formerly engaged in civilian output.
Here, it took somewhat longer to get
started. Only one-fourth of the produc-
tion goal was reached at the end of the
first 12 months. (The index was com-
puted in the same manner as for air-
planes.) Production rates were stepped
up very rapidly thereafter, and full pro-
duction reached in another half year,

The common tendency in each of these
cases is that there seems to be three dis-
tinct slopes to each line, The first 3
to 6 months are used to get started. The
month-to-month percentage increases
are very large since they start from neg-
ligible output. After this initial phase,
there is a 6- to 9-month period when
momentum is gained and there is a
fairly even month-to-month or gradually
increasing absolute advance, except for
minor interruptions that can always be
expected. In the last 6 months the slope
of the line changes again, with more
rapid monthly step-ups.

The 18-month pattern is not neces-
sarily the dominant one in such cases.
The fact that the same time period is
shown in each of these illustrations is
partly fortuitous—stemming from the
availability of data for these particular
products.

Nevertheless, it can be seen that vol-
ume production in lines where reconver-
sion is necessary will take an extended
period, even if we can expect it to be
somewhat shorter than this 18-month
cycle because in many cases the com-
panies are returning to prewar models
for which they have the equipment and
dies, and more importantly the detailed
manufacturing experience.

The conclusion to be gathered from
these cases, therefore, is not the exact
time period, but the shape of the produc-
tion curve which can be expected in the
present period. Any suggestions of big
quantities by Christmas in most recon-
version areas are hence euphemisms.

In all, the time period for reaching full
production will in most instances in this
period take less than 18 months, except
where extensive construction of ex-
panded facilities is necessary. But at
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the same time there is little reason to
expect volume production of even the
easier items, particularly in the metal
fields, until early next year. In con-
struction, it will be more than 18 months
before peak volumes are reached, as
pointed out in the construction review
below.

Lay-Offs Taper Off

Because of the time-consuming re-
conversion process and the further con-
traction of industries producing finished
munitions as the reduced contracts are
run out, the immediate period ahead will
see moderate additional declines in ag-
gregate durable goods production.
Since, however, the initial period of
heavy slashes in war output was com-
pleted last month, the period of mass in-
dustry lay-offs seems also to have been
passed. Additional job seekers will
henceforth come mainly from the armed
forces.

The September-October decline in
munitions production was only one-
fourth as large as the drop between Au-
gust and September, and the further re-
duction scheduled by the year-end is of
still smaller magnitude. Shipments of
war goods are being sustained to some
extent by the clearing of plants as final
deliveries are made and contracts are
settled.

Total Unemployment Claims Level Off

The total number of claims for unem-
ployment compensation reached a high
of 1.7 million for the week ending Oc-
tober 6—the largest number of claims
in any single week since 1940--but lev-
elled off fractionally below this peak in
the 3 succeeding weeks. The reduction
in new unemployment reflects the slack-
ening in the rate of lay-offs, some in-
crease in nonagricultural employment
" between September and October, and the
fact that the discharged veterans have
not yet returned to the peacetime occu-
pations and hence have not yet displaced
others as they will at a later date.

The number of unemployed veterans
receiving readjustment allowances has
been climbing steadily, and in the week
ending October 13 amounted to 111,000.
This number represented about 10 per-
cent of the number of veterans dis-
charged between mid-August and the
first week in October.

Veterans Returning to Civilian Pursuits

The emerging labor market problem
thus derives primarily from the rapid
release of veterans now taking place.
Releases for the October~December
period are estimated at about 5 million,
with an additional 4 million to be dis-
charged during the first half of 1946.
The immediate absorptive capacity of
trade and industry is bound to fall short
of the additions to the civilian labor
market which will result from demobili-
zation in such volume,

Many returning veterans are delaying
their entry into the labor force for a

SURVEY OF CURRENT BUSINESS

Chart 8.—Inecome Payments to Individuals

BILLIONS OF DOLLARS

BILLIONS OF DOLLARS

200 I ' 200
MONTHLY TOTALS,
ANNUAL TOTALS SEASONALLY ADJUSTED,
AT ANNUAL RATE
160 p— -~ 160
TARY PAYMENTS
RS
RN
NN Q\\Q\\\@
120 SNANANNWNAN Y _ 120
00 S 2 e
KK
SRR S
40 — 40
ALL OTHER INGOME PAYMENTS ¥
0 1 0
1940 1941 1942 1943 1944 =< 1945 5D 45-592

1 Includes pay of the armed forces in the United States and abroad, Government’s contributions to
allowances paid to dependents of enlisted personnel, and mustering-out payments.

2 Includes net income of farm operators, wages, net rents, and dividends and interest,

3 Includes the following items of nonagricultural income ; net income of proprietors, dividends and
interest, net rents and royalties, public assistance and other relief, and social insurance benefits and

other labor income.

Source: U. S. Department of Commerce.

variety of reasons. Thus, the rapid ac-
celeration in the rate of releases which
occurred after September will not be fully
reflected in the labor market except after
a lag of perhaps 2 or 3 months.

Substantial Decline in Income Payments

Total income payments turned down-
ward sharply with the Japanese sur-
render. (See chart 3.) The declines
registered in August and September
amounted to about 10 billion dollars in
terms of seasonally adjusted annual rates
and reduced the annual rate in the latter
month to about 154 billion dollars—back
to where it was at the beginning of 1944.

As noted in last month’s issue, this rate
of decline is one of the sharpest recorded
since 1929, the earliest date for which
monthly estimates exist.

Factory Pay Rolls Down One-fifth

More than three-fourths of the July-
September drop is attributable to a 20
percent reduction in factory pay rolls,
reflecting reduced employment, shorter
hours, and shifts to lower-compensated
jobs. Federal civilian pay rolls also
dropped, due chiefly to the shortening
of the work week, but employment here
is, of course, moving down sharply as

Data beginning with June 1945 also include redemption of maturing Adjusted
Service Certificates held by World War I veterans.

the war machine is dismantled. A sub-
“stantial number of civilian Government
workers during the war were in the Gov-
ernment operated arsenals, shipyards,
and factories producing special muni-
tions.

The only other important component
of income payments which has fallen off
since the war’s end is the net income of
farm operators. One of the chief rea-
sons for this decline is the September
drop in income from the tobacco crop, in
consequence of unseasonally high tobacco
marketings in the 2 previous months. In
addition, there was an unseasonal drop
in hog marketings, and the cotton crop
which is short this year has been late in
maturing. The average price received by
farmers was somewhat lower in Sep-
tember, and this development also
tended to reduce farm income for the
month.

Military Payments Reach Record Volume

Unemployment compensation claims
surged upward in September and, in ad-
dition, there was a further rise in income
payments to military personnel. Al-
though the strength of the armed forces
was lower in September than a month
earlier, the rise in mustering-out pay-
ments from 58 million dollars to 123 mil-
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lion dollars was much larger than the
reduction in pay of the armed forces and
allowances to dependents.

As is clearly illustrated in chart 3,
rising income payments to military per-
sonnel constituted a large part of the
wartime expansion in total income pay-
ments. In September, these payments
accounted for almost a seventh of the
total.

In view of the high rate of demobiliza-
tion, pay of the armed forces and allow-
ances to dependents of enlisted person-
nel will be reduced sharply over the next
6 months. The decline will be cushioned,
however, by mustering-out payments and
expanded benhefits to veterans.

No Slackening in Consumer Spending

The selectivity which has character-
ized the transition downtrend in busi-
ness activity since the beginning con-
tinued through October. Consumer buy-
ing failed to show any slackening, de-
spite lower income payments. Gains
over a year ago continue in dollar sales.
In fact, the October increase for all
stores is expected to be larger than the
September results, which were 6 percent
above the same month a year ago, after
adjustment for trading days.

Outstanding among the September
year-to-year gains were the 22 percent
increase in sales of filling stations and
the 21 percent gain in sales of the auto-
motive group, due to increased servicing
and sales of parts. Sales of building
materials, hardware, and home furnish-
ings also showed some improvement but
these are scheduled for rapid advances
as the goods become available.

In the apparel group, the largest gains
were registered by men’s clothing and
furnishings stores, reflecting heavy de-
mand by returning servicemen. Food
store sales were slightly above a year
ago after allowances for the extra Sun-
day this year. The easing of rationing,
plus some improvement in meat sup-
plies, aparently had only minor effect on
total food sales through the end of Sep-
tember.

Prices Sustained

Evidence of sustained demand not-
withstanding the downfrend of income
finds reflection in the trend of price quo-
tations. This seeming paradox is ac-
counted for by the low volume of ex-
penditures relative to income during the
war. The whole subject of the existing
and probable immediate postwar price
level is analyzed extensively in this is-
sue’s article on “The Postwar Price
Structure.”

The mild weakness which had devel-
oped in some wholesale markets 2
months prior to the war’s end continued
through mid-September; thereafter,
prices steadied and gains were registered
in all major commodity groups. Thus,
the weaknesses that developed in indi-
vidual commodities did not persist.
Neither did individuals seek to change
their spending habits during this initial
period of release from wartime strains.
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The drop in their incomes obviously had
a dampening effect on any tendency
towards buying exuberance.

Table 1 shows wholesale prices to be
about the same at end of October as
they were in July. No clear movement
is discernible for any group. The price
controls limited increases, and the falling
away of some prices from the ceiling was
not sufficient to cause any marked down-
trends.

Table 1.~—~Wholesale Commodity Prices
[Indexes, 1926=100]

Monthly averages | V6K

ending
Au- | Sep- | Octo-
‘{gg gust |tember| ber 27
1945 1945 | 1945

All commodities......... 105.9 | 105.7 | 105.2 | 105.7

Farm produets..____.___. 129.0 | 126.9 | 124.3 | 127.7

Foods. .o e 106.9 | 106.4 | 104. 9 106.0
Hides and leather prod-

uets. ... 118.0 | 118.0 | 118.7 119.9

Textile products. ____.__ 99.6 | 99.6 | 100.1 99.1
Fuel and lighting mate-

vials .. .. 84.3 | 84.8| 84.1 81.7
Metals and metal prod-

uets_ o 104.7 1 104.7 | 104.9 105.2

Building materials..._.__ 117.5 | 117.8 | 118.0 | 118.1
Chemicals and allied

produets_ .. _._.______ 95.3 | 95.3| 95.3 95.5

Housefurnishing goods_..| 104.5 | 104.5 | 104.6 | 106.3
Miscellaneous commodi-

13 - T 94.8| 948 94.8 94.6

Source: U. S. Department of Labor.

Recent price tendencies are clearly evi-
denced by the movement of the daily
index of 28 basic commodities which
rose to the highest point of the war
period during October. As of October 31,
none of the individual prices included
in the index was below quotations for
the week just prior to the war’s end.

Factors Affecting Prices

The relative insensitivity of prices in
this transition period is explainable in
terms of a variety of factors. 'The dom-
inant element in the situation continues
to be price control which has kept most
prices in check despite inadequate sup-
plies in many areas and a record volume
of money in circulation.

There has been some easing of sup-
plies since VJ-day, but this has been
relatively minor, particularly in the case
of those consumers’ and producers’ goods
for which there is a heavy backlog of
demand. Only in the case of a few foods
has the reduction in military require-
ments resulted in lower prices. It should
be noted, of course, that prices of some
important farm products are insulated
against a falling-off of demand by the
existence of legal price supports.

Scaitered Price Decline in Agriculture

Although it is generally felt that the
current rate of agricultural production—
which is 32 percent above the prewar
average—will in most cases exceed do-
mestic civilian consumption at wartime
prices, the only significant break in farm
prices has occurred in fruck crops.
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Prices received by farmers for vegetables
dropped one-third between August 15
and September 15, but a part of this
decline was recovered in the succeeding
month.

The break in truck crop prices resulted
from the release of large quantities of
canned vegetables from military stocks—
making possible the de-rationing of these
goods—and from the very large crops
which, in some cases, were in record
volume,

As of October 15, prices received by
farmers averaged 14 percent above par-
ity. Even though most agricultural
prices are above parity, Government
price support programs play an import-
ant role in sustaining current prices,
since wheat, cotton, potatoes, peanuts,
soybeans, and flaxseed are being sup-
ported by purchase or loan guarantees.
Price supports may be used much more
extensively in the future, since present
legislation provides a price floor at 90
percent of parity for a much wider range
of commodities for 2 complete calendar
years after the formal cessation of hos-
tilities.

Pricing Formula for Consumer Durables

Although price quotations for consumer
durables showed little change through
the end of October, this is of limited
significance since these goods have not
as yet returned to the market.

In the reconversion pricing plan an-
nounced by the OPA, new prices will be
based on 1941 costs adjusted for legal
increases (that is, those approved by
OPA and War Labor Board) in basic
wage rate schedules and in the prices of
materials and parts. To this adjusted
base is added the average 1936-39 pre-tax
profit margin (expressed as percent of
sales) for the industry. Alternatively,
new prices may be figured on an individ-
ual firm basis and a choice may be made
between using the firm’s own 1936-39
average profit rate or one-half the in-
dustry’s rate for the same period.

During the war the unavailability of
consumer durables has caused them to
have a reduced weight in the cost-of-liv-
ing index. As these goods again become
available and are restored to the index
at prices close to 1942 levels, their inclu-
sion will tend to lower slightly the over-
all cost-of-living index.

Amended Wage-Price Policy

Two important steps were taken during
the month to aid business and labor to
make the adjustments necessitated by
the liquidation of the war economy: By
Executive Order the President amended
the August 18 directive on wage-price
policy; and the Revenue Act of 1945 was
passed, cutting next year’s Federal taxes
by almost 6 billion dollars.

In explaining the change in wage stabi-
lization policy, the President set forth
twin objectives—stability of prices and
higher wage rates. He analyzed the sev-
eral factors indicating that industry as
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a whole can afford substantial wage in-
creases without price increases: Elimina-
tion of premium pay for overtime; down-
ward reclassification of jobs; increased
productivity; repeal of the excess profits
tax; and the favorable profit position of
business today, with good prospects for
the period ahead.

None of the three new or amended
tests set forth in the August 18 Executive
order for approving wage or salary in-
creases appears to open the door to any
sizable advances. For example, only a
small number of industries such as tex-
tiles, are likely to qualify as areas where
“wage rates are inadequate to the recruit-
ment of needed manpower.”

Pending an administrative interpreta-
tion of the Executive order, it is not pos-
sible to say to what extent industries
will be affected by the provision relating
to “increases where the percentage in-
crease in average straight-time hourly
earnings in the appropriate unit since
January 1941, has not equalled the per-
centage increase in the cost of living be-
tween January 1941 and September 1945.”

Basic wage rates have generally in-
creased less than the 30 percent rise in
the cost of living. Most industries, how-
ever, have increases in straight-time
hourly earnings exceeding this amount.
These increases reflect changes in the
composition of the working force, up-
grading, increased incentive pay, and in-
dividual wage adjustments, such as merit
increases and automatic promotions, as
well as basic wage raises for identical
jobs. The effect of this provision will
depend on how broad an “appropriate
unit” is used and whether “straight-time
hourly earnings” are defined in a more
restricted manner.

Basis for Later Price Increases

The new order also directs the Price
Administrator to take into account, in
determining price ceilings, wage in-
creases which have remained in effect
for a reasonable test period—generally
6 months—even though such increases
have not been approved by the wage
stabilization authorities. Thus, employ-
ers are encouraged to give wage in-
creases by the assurance that price relief
will be granted after 6 months, if it can
be demonstrated that such an adjust-
ment is then necessary under the cost-
price relationships which develop.

6 Billion Dollar Tax Cut

The recently enacted Revenue Act of
1945 is intended as an interim tax relief
measure to aid both individuals and
businesses in the transition from a war
to a peace economy. It will, of course,
increase the size of the budgetary deficit.
A more general overhauling of the Fed-
eral tax structure from the standpoint
of the postwar objectives for production
and employment is expected to be un-
dertaken later.

SURVEY OF CURRENT BUSINESS

The new legislation reduces taxes for
the calendar year 1946 by almost 6 billion
dollars, distributed according to Treas-
ury estimates as follows (in millions of
dollars) :

Corporation taxes:
Repeal of excess profits tax_______ —4, 850
Additional revenue due to taxing
excess profits at reduced normal

tax and surtax rates._____.____ 2,060
Repeal of capital stock and de-

clared value excess profits taxes_ —350

Net change for corporations.. —3, 140

Individual normal tax and surtax_.. —2, 650

Repeal of automobile use tax_ _...._._ -140

Total change_____________.__ —5,930

Carry-Back Retained Through 1946

Although the excess-profits tax is re-
pealed as of January 1, 1946, the 2-year
carry-back of unused excess-profits tax
credits is retained for an additional year
in order to enable business to apply re-
conversion expenditures or losses of in-
come to reduce wartime taxes. The Sen-
ate Finance Committee recognized that
the continuance of the carry-back privi-
lege is subject to abuse and promised to
propose retroactive legislation on this
subject in the near future. The Treas-
ury estimates that the unused eXcess-
profits credit carry-back will benefit cor-
porations to the extent of 235 million
dollars next year.

The excess-profits tax has had a key
function in the war economy, both as a
means of recouping part of the large
profits which were generated by the high
volume of production and as a vital
adjunct to the stabilization program, In
the fiscal years 1942-45 the tax yielded
27 billion dollars, or almost one-fourth
of total Federal revenues.

The reductions in the corporation nor-
mal tax and surtax rates were adopted
in order to give relief to the large num-
ber of corporations—more than 90 per-
cent of all corporations—which will not
benefit from repeal of the excess-profits
tax in 1946. The rate reductions are
somewhat larger for corporations with
net income under 56,600 dollars than for
others. The yield of these taxes, on the
other hand, will be substantially larger
next year, because the repeal of the ex-
cess-profits tax results in the entire cor-
porate income being taxed at the normal
and surtax rates.

12 Million Persons Relieved From Tax

The new law relieves from income tax
about 12 million persons—one-fourth of
the total number now subject to tax—by
making the present surtax exemptions
applicable to the normal tax. These per-
sons are married or have dependents and
fall within the lowest income groups.
However, taxpayers in all income brack-
ets will benefit by the change,

Further tax reductions are made by
lowering the surtax rate in each bracket
by 3 percentage points and reducing the
total amount of tax due under the new
basis by an additional 5 percent. The
combined effect of these rate changes is
to bring about tax reductions which are
larger in relative as well as in absolute
amounts as one goes up the income scale.

War Excises to Continue

No changes have been made in the war
excise tax rates, which apply to liquor,
jewelry, furs, toilet preparations, lug-
gage, and other goods and services, nor
in the many other Federal excises, such
as those on tobacco, gasoline, automo-
biles and parts, household appliances,
radios, mechanical refrigerators, busi-
ness machines, and many additional
commodities. The war eXcises will con-
tinue until 6 months after the legal ter-
mination of hostilities, at which time the
1942 rates will again become applicable.

The House Ways and Means Commit-
tee had first recommended that the war
excise tax increases be removed on July
1, 1946, in order to assure their repeal at
a time “when the purchasing power of
many workers will necessarily be im-
paired due to readjustments arising from
shifts from wartime to peacetime em-
ployment.”

The high excise rates were originally
imposed partly in recognition of war-
time conditions which prevented sup-
plies from rising to meet greatly ex-
panded consumer purchasing power. As
reconversion progresses, the seller’s mar-
kets which have generally prevailed for
several years are being reversed, so that
many excises are gradually losing their
wartime function.

Among the other provisions of the new
tax law are special tax privileges for
present and past members of the armed
forces and the extension through 1946 of
existing employment tax rates for the
old-age and survivors insurance program.

Sales and Redemptions of Savings Bonds

The ending of the war has had only
a mild effect on the volume of sales and
redemptions of United States savings
bonds. Although, for the first time on
record, bond redemptions exceeded sales
by a slight margin during September and
October (up until the opening of the Vic-
tory Loan Drive at the end of the month),

this development did not reflect any
sharp departure from the trends which
have been operative throughout the war
period.

As to the effect of VJ-day on savings
bond developments, it was felt more in
the moderate slackening in sales than in
the rise of redemptions. Sales of 514
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million dolliars in September and of ap-
proximately the same amount in the first
4 weeks in October were the lowest since
November 1941, just prior to Pearl
Harbor.

Slack Sales Period Between Bond Drives

This drop in sales is explainable in
terms of the slack period that follows
each bond drive and of the relative sharp
reduction that has occurred in factory
pay rolls, as outlined in the introductory
section.

Automatic pay-roll deductions are the
chief factor sustaining bonds sales dur-
ing inter-drive periods. During the 3-
month interval between the fifth and
sixth war loans, for example, almost
three-fourths of all the savings bonds
sold were purchased through the pay-
roll deduction program. The winding-
up of the seventh war loan in July, com-
bined with reduced pay rolls resulting
from heavy lay-offs, shorter hours, and
shifts to lower-paying jobs, was bound
to have a depressing effect on bond sales.

There are additional factors which ex-
plain the low September sales, such as
the fact that it was an income-~tax month
and on the basis of working days is one of
the shortest months of this year. More-
over, some of the large number of work-
ers shifting to new jobs during this
period may not have resumed their pay-
roll deductions.

In view of this combination of factors,
it is striking to note by referring to chart
4 that September sales were only 15 per-
cent below August 1944, the month fol-
lowing the fifth war loan. The small rise
which occurred in October of this year
reflects the Victory loan drive which be-
gan at the end of the month. Only a
negligible fraction of the drive sales were
reported in time to be included in the
October figure.

The periodic use of concerted sales
drives is responsible for the saw-tooth
effect shown in the chart. (If an arith-
metic scale had been used instead of the
ratio scale in the chart, the sharp ups
and downs in sales would have appeared
even more marked.)

A clearer indication of the trend in
sales during the war period can be ob-
tained by following the 5-month moving
average which is superimposed on the
curve of monthly sales. The expected
heavy sales during the Victory loan will
keep the moving average not much below
the level which has been maintained
since the beginning of 1943. However,
the average will soon turn downward at
a much sharper rate, in view of the an-
nounced discontinuance of further loan
drives.

Long-Term Rise in Redemptions

The chart also illustrates the fact that
savings bond redemptions have bheen
steadily increasing during the war period
and the recent volume is not at sharp
variance with this trend.

Growth in the value of savings bonds
cashed in each month is largely a reflec-
tion of the continual rise in the amount
of bonds outstanding from 7 to 47 billion
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Chart 4.—Sales and Redemptions
of U. S. Savings Bonds—All
Series
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dollars during the period from January
1942 through October 1945. The spurts
which have occurred at more or less regu-
lar intervals can be attributed to over-
buying during the period of the drives
and the consequent increase in redemp-
tions as soon as the 60-day waiting period
had elapsed. Thus, the jump in August
of this year was largely of this type. The
still higher volume in October, however,
probably reflects some bond liquidations
in consequence of job layoffs and pay-
roll cuts.

The redemption of savings bonds (ex-
cluding series F' and G) was simplified
and speeded up in October 1944 when
provision was made for immediate pay-
ment upon presentation to banks and
other authorized financial institutions.
Although there was an upsurge in the
value of bonds cashed in during October
1944 which was partly the result of the
simplified redemption process, the change
does not appear to have had any ap-
preciable effect on the volume of redemp-
tions after the immediate reaction had
worn off.

Relation to Bonds Outstanding

Not only have redemptions been in-
creasing in absolute amount during the
war period, but they have risen relative
to the total volume of savings bonds out-
standing. This is shown by the figures
in table 2.

November 1945

Since August 1945, the percentage of
bonds redeemed has exceeded 1.1 per-
cent a month. It is evident, however,
that this relatively high volume is not
a direct result of any marked changes in
recent months, but is merely the culmi-
nation of the persistent rise that has
continued for several years. The fact
that the August-October period fell be-
tween two loan drives is, of course, an
important consideration.

The survey of liquid asset holdings
conducted by the Bureau of Agricul-
tural Economics of the Department of
Agriculture in cooperation with the Board
of Governors of the Federal Reserve Sys-
tem in the early months of 1945, throws
some light upon the attitudes of investors
toward their bond holdings.! Most of
the individuals included in this survey
indicated that they would use other li-
quid assets, such as cash holdings and
demand and time deposits, before re-
deeming their savings bonds when they
needed additional funds. Furthermore,
the majority of persons interviewed said
that they expected to use consumer credit
instead of bonds for purchases of dur-
able goods.

Table 2.~Redemption of Savings Bonds
(All Series) as Percentages of Amount
QOutstanding at End of Month

1042 1643 1944 1445
0.39 0.65 0.83
.45 .59 7
.73, .84 110
.53 .73 95
.51 .85 97
.66 .72 88
.63 .62 92
.67 .76 114
.63 .76 113
. b5 106 1.32
.64 100 [ ...
.76 L90 L

Source: U. 8. Treasury Department.

But despite the desire of most inves-
tors to retain their savings bonds until
maturity, liquidation of holdings can be
expected to increase substantially in the
event of prolonged unemployment for
any sizable number of workers. Re-
demptions under such circumstances
would tend to buttress consumer demand
at a time when the current flow of income
was falling off.

Maturity of Series A Bonds

The amount of redemptions since
March 1945 includes a small volume of
payments for maturing series A bonds,
which first went on sale 10 years ago.
The redemption of these maturing
bonds—which represent the completion
of the first cycle in the sale of savings
bonds—has averaged about 14 million
dollars a month, which is only a small
part of the rise in redemptions this year.
Redemptions of matured bonds will be-
come more important next year, how-
ever, when series B bonds begin to
mature.

1 See Federal Reserve Bulletin, September
1945, pp. 865-871.
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Approximately three-fourths of the
amount of bonds which had matured by
the end of October had already been
presented for cash redemption or for
reinvestment in new issues. Reinvest-
ment of matured bonds by individuals
is exempted from the 5,000 dollar annual
limitation on the purchase of series E
savings bonds.

Of the original total of 204 million dol-
lars (face value) of series A bonds sold
during 1935, approximately two-thirds
were held for the full 10-year period.
Most of the near 70 million dollars of
bonds redeemed prior to maturity were
held for only a comparatively short
period and, therefore, earned very small
amounts of interest.

Lower Quotas for Victory Loan

A goal of 4 billion dollars has been
established for individual investors dur-
ing the Victory loan drive, as compared
with a quota of 7 billion and sales of
8.7 billion dollars in the last drive. The
quota for corporations and other inves-
tors, on the other hand, is continued
at the same amount as in the seventh
war loan, even though actual sales to
these investors in the last drive were
two and one-half times as large as the
quota. This is shown by the figures in
the following table:

[Billions of dollars]

Seventh warloan Victory
loan
Quotas| Sales | Quotas
Individuals. .. ... ____._____ 7.0 8.7 4.0
Corporations and other in-
VestorS. - oo 7.0 17.6 7.0
Total ... 14.0 26.3 11.0

In relation to the current rate of flow
of income to business and to individuals,
the Victory loan goals do not appear dif-
ficult of attainment. Income payments
are still exceptionally high, even though
reduced from the rates of recent months.
Notwithstanding the fact that the Treas-
ury’s cash requirements are lower now
than a few months ago, the setting of a
quota for individuals of as low as less
than half the amount of sales in the
previous drive appears justified only in
terms of a possible increase in sales re-
sistance now that the war is over.

Although the Victory loan is to be the
last large-scale bond drive, the Treas-
ury intends to continue encouraging
bond purchases under the pay-roll sav-
ings program in order to finance the
continued high expenditures involved
in maintaining occupation forces, de-
mobilization, and reconversion.

Retention of pay-roll deductions for
bonds will permit people to carry into
the postwar period savings habits which
were first developed during the war.
While automatic pay-roll deductions may
induce some people to save more than
otherwise, the chief effect would seem
to be a shift in the form which savings
take. That is, workers will be en-
couraged to accumulate savings bonds
instead of bank deposits or cash hoards.
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Construction Prospects*

With the alleviation of wartime ma-
terial and manpower shortages and the
consequent lifting of Government re-
strictions, the stage has been set for ex-
pansion of all types of civilian construc-
tion activity. Since the industry plays
a major role in maintaining national in-
come and employment during prosperous
periods, the question of how rapidly it
can absorb the resources and manpower
released from war activities is of particu-
lar importance.

Construction enters the transition
from an extremely low point in dollar
volume of activity as chart 5 clearly indi-
cates. The value of construction totalled
only 4 billion dollars in 1844, of which
over three-fifths was publicly financed.
This stands in sharp contrast to the peak
of over 13 billion dollars at the height of
the war construction program in 1942,
and the volume of 10.8 billion dollars—
including over 8 billion dollars of pri-
vately financed activity—reached in the
best peacetime year, 19217.

Prospects are generally favorable for
a sustained volume of construction, at a
rate exceeding previous records, pro-
vided price increases do not stifle the
demand. Under the most favorable con-
ditions, however, new construction ac-
tivity will not re-attain the wartime peak
for over 2 years.

The present outlook is that activity in
1945 will exceed the preceding year by
about one-half billion dollars, subse-
quently climbing more sharply to over

7 billion dollars in 1946 and between 11
and 12 billion dollars in 1947.

Private Construction Activity Rises

Although construction this year will
be about one-eighth higher than last
year, its distinguishing feature has been
the change in the type of activity—a
shift from public to private construction.
The previous downtrend in private con-
struction activity was reversed this year.
Increased private building activity,
particularly noticeable since the end of
war in Europe, has resulted from the
growing availability of manpower and
many materials, declining Federal pro-
grams, and the lifting of Government
restrictions previously necessitated by
shortages in relation to military require-
ments. Although the rise has been small
in volume, it has been sufficient to more
than offset the completion or cancellation
of Federal projects and has registered
significant percentage gains.

The relative shares of publicly and
privately owned new construction since
1920 are contrasted in chart 5. The
sharp contraction of aggregate private
activity, from its predominant position
in the twenties to less than a fifth of the
total in 1943, is apparent. As the chart
shows, it is anticipated that the wartime

1 Prepared with the assistance of the Con-
struction Division, Bureau of Foreign &
Domestic Commerce.

Chart 5.—New Construction Activity by Types *
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relationship will now be completely re-
versed.

Table 3 shows the trend in the value of
new construction activity during the first
10 months of 1945, compared with last
year. The rise in private activity—al-
most 50 percent to date—has far more
than offset the declines in public con-
struction. Total privately financed new
construction in October more than
doubled that of October a year ago,
reaching the highest value since Janu-
ary 1942. The major contribution fo this
rise was made by the four-fold increase
in industrial construction, reflecting the
reconversion to civilian output now in
progress.

Residential Building in 1945

Developments in private residential
building are of particular interest on two
counts. First, such building represents
a major sector of normal construction
activity and second, war time restrictions
curtailed residential construction to a
volume only slightly higher than that of
the depression period.

The low starting point from which the
recent recovery must be viewed is illus-
trated both in chart 5, showing the value
of privately financed residential con-
struction and chart 6, showing the num-
ber of new dwelling units started in each
year from public and private funds. The
half billion dollars of such construction
activity in 1944 represents the lowest
point since 1933, Similarly, only 139,000
new dwelling units were started in non-
farm areas with private funds during
1944, the smallest number since 1934.
In other words, both the number of new
units started and the value of private
residential activity have been steadily
declining since 1941.

In this light the recent increase, al-
though small in absolute volume, is sig-
nificant. The upswing in private resi-
dential building can best be seen from
the quarterly totals for the past few

November 1945

Chart 6.—New Dwelling Units Started in Nonfarm Areas by Source
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years which are shown in table 4. Pri-
vately financed dwelling units started in
the third quarter of this year are esti-
mated at 63,000—almost double a year
ago. The increase of 25 percent over
the second quarter is counter to the usual
seasonal drop. Although the final quar-
ter is normally below the third, it is
probable that the current rate of build-
ing will be maintained or will register
only a very small decrease.

Table 3.—Estimated New Construction Activity, Continental United States,
10 Months 1944 and 19451

[Millions of dollars]

1945
" First 10
Janu- | Feb- Au- | Sep- | Octo- months
ary ru- | Mareh | April | May | June | July | gust | tem- | ber? | _ __
ary ber
1944 | 1945

Total new construction. .__| 277 285 317 353 386 403 423 445 417 425 3,411 | 3,731

Total private..__________ 115 117 136 158 181 203 238 256 272 2950 {1,331 { 1,963

Residential (nonfarm) . 25 23 26 34 45 58 68 73 %6 76 | 437 504
Nonresidential:

Industrial. 32 37 41 44 49 51 55 60 70 82 | 184 521

All other 18 19 21 22 24 28 30 38 49 63 | 114 312

Farm.___. 6 5 11 16 21 21 34 30 23 15 175 182

Public util 34 33 37 42 42 45 48 55 54 54 421 444

Total public. . 162 168 181 195 205 200 188 18¢ 145 135 12,080 | 1,768

Residential .__._ - 7 7 7 8 9 7 8 4 21 177 68

Military and naval . ___ 43 46 51 54 60 59 57 56 40 34| 631 500
Nonresidential:

Industrial._.________ 70 76 81 84 83 73 60 49 22 18 | 616 616

All other__. 11 9 11 13 14 16 17 20 23 251 106 159

Highway. 14 13 15 18 21 25 26 30 . 30 291 306 221

Allother_..____._______ 17 17 16 18 18 18 21 261 26 271 244 204

| | |

1 Joint cstimate of the Department of Commerce, War Production Board, and Department of Lahor.

2 Preliminary.

Government Control Lifted

Restrictions on private industrial con-
struction were removed by the War Pro-
duction Board shortly following the
capitulation of Germany. After the Jap-
anese surrender, limitation orders affect-
ing lumber, hand tools, hardware, cop-
per, plumbing and heating equipment
and other building materials were can-
celed.

Finally, the War Production Boards’
Conservation Order L-41, limiting the
value and types of construction permit-
ted without specific approval, was lifted
effective after October 15th. As a result,
the ceiling of 8,000 dollars sales price
established under L—41 for war-housing
programs sponsored by the National
Housing Administration has been re-
moved, and contractors and home build-
ers are free to start construction of any
type.

Despite the lifting of restrictions, no
substantial upsurge in new construction,
particularly residential building, can be
expected until spring. The fourth and
first quarters of the year are normally a
low period in construction activity be-
cause of the severe limitations imposed
on outdoor work by weather in many
parts of the country.

In addition to the seasonal factor, con-
struction organizations were depleted
during the war and it will take some
time before manpower and materials are
assembled and construction in volume
can begin. Despite the general adequacy
of most building materials for the fall
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Table 4.—New Dwelling Units Started In
Nonfarm Areas, by Source of Funds!

[Quarterly 1940-1945]

Privately | Publicly
Total | ‘fnanced | financed
1940:
Ist quarter. 108, 646 98,735 9,911
2nd quarter 164, 260 153, 259 11,001
3rd quarter. _.| 171,638 153, 900 17,738
ith quarter.._..__ 158, 056 123, 677 34,379
1941:
Ist quarter__.____ 145,135 122, 838 22, 297
2nd quarter.. ... 223,052 190, 794 32,258
3rd gquarter.._____ 211, 406 183,079 28, 327
gh quarter....__. 135, 607 122,749 12,858
1942:
1st gquarter__. 138, 500 111,025 27,475
2nd quarter. _ 166, 600 81, 121 85,479
3rd quarter_..__.._| 94,600 63, 888 30,712
4th quarter...____ 96, 900 45,159 51,741
1943:
1st quarter______. 118, 100 34,143 83,957
2nd quarter- ... __ 82, 100 51, 681 30, 419
3rd quarter_______ 76, 100 52, 539 23, 561
9gth quarter.._.._. 73,700 45,365 28, 335
1944:
1st quarter. .. 48,900 37,308 11, 592
2nd quarter_ _ 48, 300 42, 540 5,760
3rd quarter_ . 38, 600 32,927 5,673
g4th quarter.....__ 33,200 26,000 7,200
1945:
Ist quarter_ ..___. 29, 446 26, 623 2, 823
2nd quarter._.___ 60, 304 50, 407 9, 807
3rd quarter 2_._.__ 66, 100 63, 000 3,100

1 Donot’include trailer units or dormitory accommoda-
tions for single persons.
? Preliminary.

Source: U. S. Department of Labor.

and winter, local shortages and delays in
delivery are additional limiting factors.
Uncertainty concerning the supply of
some materials by spring may also be
creating some reluctance to start new
projects which might be subject to future
delays.

Shortages of Key Building Materials

On a national basis the outlook for
most types of materials is favorable.
Supplies of such products as cement,
structural steel, asphalt roofing, hard-
ware and metal materials, and heating
and domestic equipment are improving,
and production during the winter lull
should be sufficient to meet expanded
needs by spring. Despite the general
adequacy for the country, however,
shortages and delays in delivery will con-
tinue to affect some localities.

Of the basic materials only six—Ilum-
ber, brick, cast iron soil pipe, clay sewer
pipe, structural tile, and gypsum lath—
are in critically short supply. TUnless
these materials are more abundant by
spring, new construction may be delayed.
Special efforts to resolve the difficulties
are underway and some improvement
has already been registered. In any
event, potential capacity in terms of
facilities and other resources is certainly
adequate for next year’s requirements.

Most of these materials are now short
because they were in relatively slight de-
mand during the war and production
was sharply curtailed. Materials such
as brick, gypsunr lath, and structural
tile are of key importance in residential
construction but of very limited use for
the factories, cantonments and depots
constructed to meet military needs. Dur-
ing the war the foundries and forests
found it difficult to compete for man-
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power with the better-paid and more at-
tractive work in other industries. Unrest
over wage rates has faced both indus-
tries in the process of reconversion.

The trend in the production and ship-
ment of brick, structural tile, clay sewer
pipe, and iron soil pipe is shown in the
panel chart., It can be seen that pro-
duction of the first three items has been
declining in recent years, and the same
is true of soil pipe although comparable
figures are not available for plotting prior
to 1943. Shipments, which have been
maintained at a higher rate than pro-
duction, have drawn heavily on inven-
tories.

The most significant aspect of the
problem can be seen by comparing esti-
mated requirements for 1946, which are
shown as a continuation of the line rep-
resenting shipments, with the current
volume of production and shipments.
Future requirements have been esti-
mated on the basis of the amounts of
materials needed, at previous rates of
consumption, to meet the anticipated
construction volume of 7.3 billion dol-
lars in 1946, including 2 bhillion dollars
of private residential construction.

9

It is apparent that increased produc-
tion is necessary in each case. A variety
of difficulties must be resolved, including
pricing problems, fuel shortages in some
areas, scarcities of components, and the
reopening of plants closed during the
war, The single most important limita-
tion, however, has been difficulty in re-
cruiting sufficient manpower.

Production of unglazed common and
face brick has been rising since April
from a monthly output of 150 million
to 190 million standard bricks, and is
expected to reach the rate of 200 million
by the fourth quarter of the year. This
rate, although sufficient to meet expected
needs in the first quarter of next year,
will have to rise sharply to fill pipelines
and meet the expected need for 950 mil-
lion bricks in the third quarter of 1946.

During the war more than half of the
plants producing brick shut down. Al-
though many are now reopening, opera-
tions are still far below capacity. Manu-
facturers’ stocks on hand reached a low
point in August, equivalent to only one
month’s production, as compared with
stocks of about three times monthly pro-
duction in the fall of 1942,

Chart 7.—Production and Shipmenis of Selected Building Materials *
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Chart 8.—Shipments of Gypsum
Products
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1945, U. S. Department of the Interior; there-
after, U. 8. Department of Commerce.

Price increases of $2 per thousand were
approved by the Office of Price Adminis-
tration in September. It is expected that
this action will permit the industry to
pay higher wages and thereby alleviate
manpower difficulties, The effect of the
price adjustment is, of course, not yet
reflected in production figures.

Production of unglazed structural clay
tile, as the chart shows, has dropped
over 50 percent since the peak in 1941,
Peak output of 372,000 short tons in the
third quarter of that year fell to 166,000
in the first quarter of this year.

The monthly production has climbed
from 51,000 in February to 60,000 in Au-
gust, but it will be necessary to reach a
rate of over 90,000 by next summer in
order to meet expected needs. An even
higher rate will be necessary to replenish
depleted stocks which at the end of Au-
gust represented only a slight margin
over one month’s production. Eariy in
1943 stocks were over five times the
monthly production rate. As in the case
of brick, it is expected that the Septem-
ber price increase of 80 cents per ton
for hollow structural tile will enable a
rise in production in the near future.

The drop of over one-third in pro-
duction of clay sewer pipe from the first
quarter of 1943 to the second quarter of
this year is shown in the lower right-
hand section of chart 7. Peak require-
ments for 1946, however, will exceed 1943
production by 100,000 tons. Although the
current stock is fairly large, much of it
is believed to consist of obsolete fittings
and sizes.

The gap between current production
and future needs in largest for cast-iron
soil pipe. Current quarterly production
of 42,000 tons represents slightly less
than two-fifths of third quarter needs for
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next year. Moreover, shipments have
exceeded production throughout the pe-
riod. The growing demand is reflected
in unfilled orders, which increased from
about 12,000 tons in December 1944 to
over 185,000 tons this August.

A special report by the Bureau of the
Census on grey iron foundries in 1944
revealed that 15 percent of the plants
covered had dropped out of business. In
addition to the shrinkage of the indus-
try, operations are below capacity. In
June the monthly capacity of reporting
firms was 1,500,000 short tons of all types
of grey iron castings, but total produc-
tion was only half this amount.

Although capacity is available, a vigor-
ous production drive will be needed to
double production by the third quarter
of next year in order to meet require-
ments. As in the case of clay sewer pipe,
the inability of production to meet re-
quirements for this product may neces-
sitate the use of available substitutes.

A somewhat different problem is pre-
sented by the shortage of gypsum lath.
Although the combined production of
lath, wallboard, sheathing, laminated
board and tile has been fairly well main-
tained, chart 8 clearly indicates the
sharp drop in shipments of lath as a
percentage of the combined production
during the war period, when it was in
relatively slight demand.

The current rate of shipments is not
far below estimated future requirements
for the three types combined. Since
there are no substitutes in the same price
range for gypsum lath, however, a re-
versal of the trend of the past few years
is necessary to meet 1946 requirements.

Lumber

Despite a high rate of production rela-
tive to building activity and the cancel-
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lation of most military orders, shortages
of lumber are currently acute. Monthly
production totals are plotted in chart 9.
September production of 2.8 billion board
feet is almost as high as the monthly
average during the peak of prewar con-
struction activity in 1927.

The main feature of the lumber sit-
uation in recent years has been the huge
military demand. Military takings av-
eraged nearly 60 percent of lumber con-
sumed during the period from 1941
through June 1945, and more than three-
fourths of the total available supply in
the first 6 months of this year.

With the end of hostilities, all un-
shipped Army orders and more than half
the Navy orders were canceled. Lumber
inventories carried by the various mili-
tary bureaus and agencies at the end of
August were large, and it is expected
that they will be out of the lumber
market for the next few months.

Although the outlook should be very
bright on the basis of these facts, there
has been no substantial increase recently
in stocks available for civilian use. On
September 1, lumber stocks at mill and
concentration yards totalled approxi-
mately 3.4 billion board feet as against
3.3 billion at the beginning of July and
August. It is evident that Army and
Navy cancellations have not yet been re-
flected in these figures.

To the extent that such cancellations
represented contracts for fall and winter
delivery, no immediate increase in stocks
can, of course, be expected. It appears,
however, that some of the contracts
calling for delivery in August and possibly
September may have been accepted for
delivery, in which case they will not get
into civilian use unless they are processed
through surplus disposal channels.

It is clear that a lumber shortage is
unlikely to continue with the present

Chart 9.—Production of Lumbher
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production rate which is more than ade-
quate to meet both current needs and
the volume of construction activity an-
ticipated for 1946. The situation should,
therefore, improve markedly as soon as
the drop in military requirements is re-
flected in stocks at hand.

Steps to Increase Materials Production

Increased production of the critically
short materials can be achieved by ex-
panding the capacity now in use and re-
opening plants, without the construction
of any new facilities. In fact, the vari-
ous difficulties described above can be
resolved in a relatively short time. At-
tention therefore focuses on taking ad-
vantage of the winter months to raise
output and fill pipe lines in preparation
for increased activity in the spring.

In recognition of this situation, the
Office of War Mobilization and Recon-
version announced, as the main part of
the program to speed expansion of the
construction industry, that price and
wage increases would be granted by the
appropriate agencies and priorities for
equipment established where necessary
to break material bottlenecks. In addi-
tion, inventory controls will be strength-
ened by the Civilian Production Admin-
istration (successor to the War Produc-
tion Board) to prevent artificially created
shortages as production rises.

The Office of Price Administration has
acted, where necessary, to approve price
increases. In addition to those for brick
and hollow structural tile indicated
above, numerous other adjustments have
been made for such products as lumber,
hardware, gypsum lath, and soil pipe.
Clay sewer pipe producers are also cur-
rently negotiating for an increase in
the ceiling price.

Special efforts to recruit manpower are
being undertaken by the United States
Employment Service in cooperation with
the Civilian Production Administration.
Wage adjustments under the higher price
ceilings and an increasingly easing labor
market should assist materially in ob-
taining an adequate supply of workers.

Cost Uncertainties

Uncertainties concerning building
costs have been cited as a factor which
may impede rapid expansion of the in-
dustry. There is reason to believe that
the current high cost of construction will
not be maintained in coming years. In
view of the large demand for new houses
the industry is in a position to have high-
volume output if it prices its product
properly, and meets consumer expecta-
tions in the form of increased efficiency
and improved product.

General building costs have risen over
30 percent during the war years, as evi-
denced by the various indicators shown
in table 5. The sharpest increase oc-
curred in the price of lumber which rose
65 percent between September 1939 and
September 1945.

This rise, considerably more than that
for any other material, reflects not only
the shortage in terms of war needs but
also the high cost of rail transportation
which had to be substituted for the usual
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Table 5.—Selected Indicators of Construction and Building Costs

‘Wholesale price of building Construction cost in- Federal Home Loan
materials dicators Bank

Com- | Brick |Paint and Lu Standard -rcom frame

bined and paint b M- | Ameriean | Engincer- house. 1935-39=100

index | tile |materials| P | Appraisal | ing news
; C%bavg re(tzord ()all
or 30 citics ypes) Com- Ma-
1026=100 1913=100 | 1918=100 | pipeq | Labor | gorias
90.5 91. 4 82.8 93.2 200 235.8 101. 8 100.1 105.2
94.8 90. 5 85.7 102.9 204 i . 242.9 103.3 | 102.2 105. 4
103. 2 93.7 91.4 | 122.5 218 259.3 | 114.0( 1115 119.0
110. 2 938.0 100.3 | 133.0 241 277.6 | 123.2 ] 120.8 127.9
111.4 99.1 102.3 141.4 252 290.9 127.2 123.7 133.9
115.5 1017 105.2 153.3 261 209. 4 132.8 130. 4 137.7
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117.0 110.5 106. 4 154. 4 267 304.5 134.7 131.9 140.1
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117.1 110.6 106.3 | 154.4 267 307.4 135. 1 132.4 140. 5
117.3 110. 7 106.4 | 154.9 268 309.0 | 135.1 132.5 140. 4
117.4 110.9 106.3 154.9 269 309.0 135.3 132.7 140. 5
117.5 1117 166. 1 165.1 270 309.1 135.6 133.0 140. 6
117.8 1116 107.3 155.3 271 309.3 135.8 133.1 140.9
118.0 | 112.4 107.6 | 155.0 27 309.3 136.4 | 133.3 142. 4
Percent: increase, Septcmber | &

1939-September 1945 _______ 29.8 23.5 27.0 $5.2 35.3 30.6 34.2 33.4 35.7

17U, 8. Department of Labor.

shipment by sea. A drop from the cur-
rent price seems likely with the availabil-
ity of bottoms and more ample supplies
relative to demand. Moderate reduc-
tions may also occur in the prices of
other building materials as supply in-
creases.

Despite probable increases in wage
rates, economies in labor costs are also
likely with the return to normal hours
of work. The recruitment of a more
efficient labor force and elimination of
much inevitable wartime wastage, such
as time lost at the site because of un-
even materials delivery, should result in
appreciable savings. Changes in mate~
rials and methods are also expected to
increase productivity.

A conservative attitude towards costs
is reflected in the current insurance pol-
icies of the Federal Housing Administra-
tion and a number of private lending
organizations. The Federal Housing Ad-
ministration is not insuring mortgages
under title IT of the National Housing
Act on the basis of replacement prices
reflecting current costs. Instead, esti-
mates of “stabilized cost” which include
only those increases expected to be main-
tained are used.

Table 6.—Estimated New Construction
Activity, Continental United States

[Millions of dollars]
1945 1946

Total new construction. - _ .| 4,480 7,270
Total private. - ...._.._. 2, 490 5,200
Residential (nonfarm)_ N 660 2,000
Industrial .. _.__..__ - 630 1,150
Farm. ... 200 400
Other nonresidential building..__. 400 850
Public utility 5 800
Total public_ .. ___ 2,070
Residential__.____________ 20
Military and naval_. 150
Industrial ... ..... . - 50
Other nonresidential building. ____ 210 400
Highways oo 270 800
Sewage disposal and water supply. 100 300
Allother. oo 160 350

Source: U, S. Department of Commerce.

Prospects for Construction in 1946

The sharp expansion in construction
activity which is expected for 1946 is
shown in chart 5. The estimated vol-
ume of 7.3 billion dollars is based on the
assumption that all materials difficulties
will be resolved by spring and the flow
will continue to be sufficient throughout
the year. It further assumes that con-
struction costs and prices will remain at
approximately 1944 levels.

Under these favorable conditions, the
anticipated rise of 60 percent will exceed
all previous records, Physical and or-
ganizational limitations preclude more
rapid expansion. It will necessarily take
some time before war-depleted construc-
tion and supply firms are reestablished,
manpower is recruited, supplies are as-
sembled, and projects are processed from
the blue-print stage through to actual
construction at the site.

Estimates for the balance of 1945 and
1946 are shown in detail in table 6. It
should be noted that activity will be ris-
ing throughout the period. Thus the
total of 7.3 billion dollars for 1946 repre~
sents a rate approaching 9 billion dollars
by the end of the year. The estimated
dollar volume of private activity, 60 per-
cent of the total, is higher than for any
year since 1929,

The value of residential nonfarm
construction is expected to increase more
than threefold over 1945. The 2 billion
dollar total will he the highest of any
year since 1941, If this volume of dollar
activity is reached, close to 470,000 new
dwelling units, over three times the
number in 1944, will be started during the
year from private funds.

The number of dwelling units com-
bleted in 1946 will be considerably less
than the number started, the latter being
the figure plotted in Chart 6. The
marked increase which the projected
program represents over recent years
and the importance of privately

(Continued on page 22)
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The Postwar Price Structure

HAT about the price level reached

by the end of the war? Is it seri-

ously out of line with what might be

expected under conditions which we face

during the reconversion period and

thereafter? Does the whole structure of

supply-demand-price relationships and

cost-price-profit relationships suggest
the need for major readjustments?

Must we look forward to an inflation-
ary boom and collapse such as followed
the last war, to speedy deflation, or to
reasonably stable prices? Are individual
prices so out of line that widespread ad-
justments are necessary?

To answer these questions it is neces-
sary to have the background of the cur-
rent situation—where we are and how
we got there—together with an evalua-
tion of the current and prospective forces
operating on the price structure.

Reliance on Price Incentives

The wartime interrelation between
supply, demand and prices has been dif-
ferent from that which might be ex-
pected in peacetime; nevertheless, it is
easy to exaggerate the importance of
" this in considering postwar price trends.

It is a fact, of course, that the enor-
mous expansion in the production of war
gzoods and the shift of manpower to the
armed forces were not accomplished en-
tirely by bidding up of the prices of
those goods and services in competition
with the alternative civilian production.
They were accomplished in part by direct
means—priorities, allocations of mate-
rials and resources, resfrictions on non-
war production and the draft-—plus the
whole pattern of voluntary cooperation
in the war effort insofar as it was moti-
vated by patriotism rather than per-
sonal gain.

Price increases were nonetheless re-
lied on to a considerable degree to ex-
pand production. Where a choice had
to be made between higher prices and
less required production, the decision
was in favor of permitting higher prices.

In general, the prices paid for finished
munitions actually declined during the
war, reflecting the reduction in unit costs
as large-scale production was reached.
It is true that manpower was attracted
to these fields by the economic incentives

Note.~Mr. Livingston is Chief of the Na-
tional Economics Unit, Bureau of Foreign
and Domestic Commerce.

By S. Morris Livingston

‘of higher wage rates, upgrading, over-

time and other pay premiums, as well as
by patriotic motives. Because of the
economies of mass output, however, the
costs of production of munitions items,
and therefore the prices paid, typically
were stable or falling.

Almost All Prices Have Risen

Contrary to the tendency of munitions
prices, the prices of practically all civ-
ilian type goods and of most currently
produced services have increased. The
index of wholesale prices pictured in
chart 1, which excludes most of the
strictly munitions items, rose over 40
percent from August 1939 to August
1945,

There were the usual variations in in-
dividual commodities which are char-
acteristic of even a more normal peace-
time period. Raw materials tended to
go up more than manufactured goods.

Chart 1.—Wholesale Prices, by
Economic Classes
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Gas and electricity actually declined in
line with the long-term trends. Farm
products more than doubled.

The general picture, however, is one of
widespread and substantial price in-
creases with comparatively few excep-
tions.

Granting that price increases have
been widespread, are there not serious
discrepancies between the prices of vari-
ous products or groups of products which
must now be corrected? Are some prices
more than ample while others would call
for upward adjustment in a free market?
Will such adjustments result in higher
or lower average prices?

Undoubtedly price controls were more
effective at some points than at others.
An cutstanding example of effective con-
trol is rental rates. In general, however,
the record does not indicate much more
than the usual disperson of price
changes.

Controls Did Not Prevent Increases

Chart 2 shows the price increases of
the major groups entering into the Bu-
reau of Labor Statistics cost of living
index (Consumers Price Index for Mod-
erate Income Families in Large Cities)
over two periods. The black segment of
the bars shows the change in the 3 years
prior to the effective date of the General
Maximum Price Regulation. Up to that
time there was a relatively free market.
Informal agreements, as well as formal
controls, affected the prices of a humber
of imported raw materials, metals and
certain other basic industrial commod-
ities but these controls affected the ulti-
mate consumer only to a very limited ex-
tent. Also there was still some slack in
the labor supply and other resources to
meet demands for additional production.
The second period covers 3 years of
tighter supply and extensive price con-
trols.

Prices rose in both periods, though the
rate of increase was not so rapid in the
past 3 years as in the preceding period.
Nevertheless, the price changes in this
second period are consistent with and an
extension of those which occurred in the
first 3 years.

Rent is the only group which did not
show a substantial further increase. It
is a special case, however, in appraising
current prices in relation to costs in that
it is a payment for use of an existing
asset rather than for current produc-
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Chart 2.—Percentage Change in Consumers’ Price Index, June 1939 to  tion. Rent controls were not only rela-
June 1945 tively easy to enforce; they could be ap-
plied strictly without fear that current
PERCENT production would thereby be limited.
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to June 1942. The major item excluded
is rent. With the total index increasing
18 percent over the 3 years, items ac-
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weight of the 175 items actually declined
slightly. In contrast, the top tenth in-
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roughly one-fifth of the net value of
production by corporations. There is
no major segment of the economy in
which prices were insufficient to cover
costs.

Profits before taxes are used here as
the best measure of cost-price relation-
ships during the war. Even after the
high wartime income and excess profits
taxes, profits were at peak levels. Re-
lief under the carry-back provisions of
the tax laws will require upward adjust-
ment of these reported earnings for the
war years.

The earnings of unincorporated busi-
nesses also suggest that wartime con-
trols have not prevented price rises
which were ample to cover wartime
costs. 'The net income of nonagricul-
tural proprietors increased more than
25 percent from 1941 to 1944 without a
corresponding increase in the physical
volume of goods and services produced
or distributed. The net income of agri-
cultural proprietors almost doubled over
the same period.

Just as there was no large segment of
the economy which did not experience
large profits, so there was no important
segment where the supply was limited by
reason of prices. The existing price
structure offered sufficient profits over
and above costs to encourage maximum
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production for war, and to provide con~
sumers with a volume of goods and serv-
ices as high as or higher than in the
best prewar year. Shortages were rela-
tive to the insatiable demands of war and
to the demands of consumers with high
wartime incomes. Whenever there was
any doubt whether existing prices would
encourage sll-out production the price
ceilings were usually liberalized.

Demand and Supply

Given this background as to what has
happened to prices and production dur-
ing the war, analysis of supply-demand-
price relationships may well start with
an appraisal of wartime restrictions on
consumer expenditures and the poten-
tial effects of removing those restric-
tions.

Wartime Consumer Expenditures

In the aggregate, wartime controls
prevented a rapid spiralling of prices,
costs and incomes, each influencing the
others. Thus, one result was to limit
the amount consumers had to spend.

Aside from this important effect, the
influence of controls on prices might be
measured by their restrictive influence
on consumer expenditures out of war-

Chart 4.—Relationship Between Consumers’ Expenditures and Disposable

Income
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time income, given the limited supply
of goods and services. The potential ef-
fects of removing those controls may be
deduced from the extent to which con-
sumer expenditures fell below the rela-
tionship to current income which would
be expected under more normal condi-
tions in the absence of controls.

Out of a disposable income of 138
billion dollars after taxes in 1944, con-
sumers saved approxXimately 40 billion
dollars. This is considerably more than
a normal rate of saving. Chart 4 shows
this prewar relation between total con-
sumer expenditures and disposable in-
come and the extent to which expendi-
tures fell below what would have been
expected during the war, if goods and
services were freely available.

The excess of savings, or the deficiency
of expenditures, is in the neighborhood
of 20 to 25 hillion dollars. This is not a
measure of deferred demand—it is
simply the difference between what was
spent and what would have been spent
in the absence of supply difficulties.

Deficiencies Concentrated

This deficiency, however, is heavily
concentrated in certain segments, of the
consumer’s budget. About two-fifths of
it was due to his inability to buy new
automobiles, to the rationing of gasoline
and tires, to the gradual decline in the
number of automobiles in use, and to the
resulting curtailment of a variety of other
expenditures related to user-operated
transportation. The top panel of Chart
5 shows the consistent relation of this
group of expenditures to disposable in-
come from 1929 through 1940 and the
apparent deficiency of expenditures
relative to the high wartime income.

Almost one-fifth of the aggregate de-
ficiency was due to severe shortages or
complete absence of a wide variety of
other consumers durable goods. The
middle panel of chart 5 shows this rela-
tion for all consumers durables except
automobiles, which are included in the
top panel, and jewelry. Jewelry sales
are excluded because they increased fully
in line with the increase in income.

Housing is another field in which ex-
penditures did not keep pace with the
increase in income. This deficiency, as
shown in the bottom panel of chart 5
was due to the limited supply of housing
for rental purposes, relative to the large
increase in demand with the rise in con-
sumer income, and to the limitation of
expendifures related to home occupancy
and home ownership by rental and other
controls.

In the user-operated transportation,
durable goods and housing segments,
controls were effective in limiting con-
sumer expenditures so that the full im-
pact of demand on the limited supplies
was not reflected in higher prices. It is
in these areas that there is room for
some increase in expenditures even in the
face of a substantial decline in consumer
income. This would be true even if
there were no deferred demands backed
by the purchasing power of wartime
savings.

These three categories, covering about
one-fourth of consumer expenditures in
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a more normal year, accounted for about
three-fourths of the total deficiency of
expenditures in 1944. There were other
deficiencies, notably in medical care, in
domestic and personal service and in such
special items as foreign travel. Over
most of the other categories, however,
current outlays do not appear to have
been seriously out of line with the large
increases which have occurred in con-
sumer income.

Half of Budget in Line With Income

For the half of consumers’ budgets rep-
resented by expenditures for food, bever-
ages, tobacco, clothing and jewelry, out-
lays have been in line with increased
incomes. This is clear from chart 6. It
is in spite of the fact that the number of
civilian consumers was reduced.

To the extent that wartime controls
have limited consumer buying power they
have affected demand in these categories.
In large measure they have not prevented
the price increases resulting from the
pressure of existing buying power on the
limited supplies of goods and services.

Increased Expenditures Raised Prices

Consumer expenditures for food in-
creased about 60 percent from 1941 to
1944. In contrast, the Bureau of Agricul-
tural Economics reports that approxi-
mately the same physical quantity of
food was available to civilian consumers
in 1944 as in 1941,

The latter estimate does not cover the
processing of those foods. For example,
there may have been larger consumption
of flour in the form of bakery products.
Neither does it allow for the large in-
crease in sales of beverages and meals
eaten away from home,

However, if allowance is made for the
deterioration of conveniences and serv-
ices in connection with restaurant sales
and retail distribution of food, the con-
clusion seems warranted that the aver-
age consumer obtained very little more
in 1944 than he received for a much
smaller expenditure in 1941.

The Bureau of Labor Statistics shows
an increase of only 29 percent in retail
food prices from 1941 to 1944. This,
however, excludes or only partially in-
cludes such intangible or unmeasurable
factors as “black market” sales, forced
trading up to higher-priced items or
higher-priced stores, and the general
curtailment of such services as retail
delivery.

Consumer expenditures for clothing
increased over 50 percent from 1941 to
1944. Again the available evidence sug-
gests that there has been comparatively
little increase in physical volume. In
fact, such evidence as does exist sug-
gests an actual decline in supplies avail-
able to civilian consumers. Special in-
dices of the output of clothing and shoes
for civilians compiled by the Federal Re-
serve Board record a substantial decline
from 1941 to 1944, The yardage of
clothing available to civilian consumers
also dropped substantially.

The Bureau of Labor Statistics index
of retail clothing prices increased 34
percent over the 3-year period, Again,
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however, this does not include or make
sufficient allowance for various intangi-
bles, such as forced trading up because of
shortages or deterioration of low-priced
lines, general lowering of quality of the
merchandise, and elimination of many
of the conveniences and services con-
nected with its distribution.

While the statistics available do not
permit of any precise measurements, the
same general conclusions can be drawn
with respect to a wide variety of con-
sumer goods and services. In spite of
increases in consumer expenditures,
which are roughly commensurate with
the rise in consumer income, the con-
sumer was getting very little more real
value in the last few months of the war
than he did for a much smaller expendi-
ture in 1941, In the face of the limited
resources available, the increase in con-
sumer expenditure necessarily was re-
flected primarily in increased prices.

This is not to say that price controls
have been ineffective in these fields. We
do not know to what extent the absence
of such things as new automobiles might
have resulted in diversion of consumer
demand to other categories of expendi-
ture if the controls had not operated.
Even more important, the controls have
been effective in preventing a spiralling
of prices, costs and incomes, thereby pre-
venting even higher consumer buying
power and even greater pressure on the
limited supplies of goods and services.

Speaking very broadly, however, prices
for such things as food and clothing—
items that account for over half of the
consumer budget—today are not far dif-
ferent from what might be expected,
given present consumer incomes, present
supplies of those items, more active com-
petition from all the items which are
not now readily available and no price
controls.

This conclusion is highly significant in
appraising the current price level and
evaluating probable trends. It is from
this benchmark that we must analyze
the possible changes in supply-demand
relationships during the transition from
war production and thereafter.

Consumer Income in the Transition

Consumer demand during the transi-
tion and thereafter will depend primarily
on what happens to consumer income,
Therefore, the next step is to see how
consumer income may be affected by cur-
tailment of war production. It will also
be necessary to appraise the effect of de-
ferred demand and accumulated war
savings.

In the absence of increases in basic
wage and salary rates, a decline in con-
sumer income would be inevitable, even
if unemployment should be held to a
practical minimum, This is because the
reduction in working hours, the loss of
overtime and other premiums, the shift
from high wage war industries to lower
wage civilian lines, and the withdrawal
of some workers from the labor market
as war production is curtailed will more
than offset the return of servicemen to
civilian jobs paying more than they re-
ceived for their military service.

15

Since this article is not concerned with
a prediction of general business condi-
tions, it will suffice to point out that un-
employment during the transition will
inevitably be more than the practical
minimum in a normal peacetime year.
The decline in incomes in the next few
months will be substantial.

In appraising the effect of a decline
in consumer income, it is important that
the high rate of saving, or deficiency of
expenditure, in relation to income has
been closely related to the absence of
certain categories of goods from the
market. These goods will not be avail-
able in quantities adequate to meet con-
sumer demands during the early stages
of transition from war production.

Expenditures for some items—those
not to be had during the war—can be
expected to increase as fast as additional
goods of this type are available almost
regardless of the shrinkage in income.
The pressure of demand for goods of this
type will continue to be intense.

On the other hand, if we accept the
evidence of chart 6 that a large part of
consumer expenditure is already in line
with the present high income, then it
follows that any substantial decline in
this income will mean some lessening of
the pressure of demand for many com-
modities and services. In the aggregate
consumers will spend fewer dollars for
those goods and services.

‘This does not necessarily mean a de-
cline in the physical quantities pur-
chased. If the end of the war brings
sufficient easing of the supply, this physi-
cal volume—the real value to the ulti-
mate consumer-—may increase even
though dollar expenditures decline. The
result would, of course, be a decline in
prices, particularly that portion of the
price represented by the intangibles and
not measured by price indices.

Accumulated Buying Power

During the last 4 years consumers have
saved well over 100 billion dollars. Aside
from debt reduction, increased value of
insurance policies and other forms of
savings, they have accumulated over this
period almost 100 billion dollars in cur-
rency, bank deposits, and Government
bonds. That is more than their total
income in the best prewar year. Con-
sumer holdings of these liquid, spend-
able funds have almost trebled since the
war began.

On balance, the importance of wartime
savings lies in their influence on the way
consumers will spend their current in-
come. Some consumers will use these
savings to meet various contingencies,
such as unemployment, or to buy goods
which were not available during the war.
Others will continue to save out of their
current income,

The expenditure decisions of the av-
erage consumer will depend on condi-
tions at that time—including his confi-
dence in continued employment. But
because his reserves against the prover-
bial rainy day will be very large by pre-
war standards, he will be willing to spend
more and save less out of his postwar in-
come than he would under the same con-
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ditions if these reserves had not heen
accumulated.

Appraisal of this influence of wartime
savings on postwar expenditure deci-
sions, and therefore on prices, depends,
however, on some understanding of the
motives involved in their accumulation.
Why did consumers save rather than
spend so large a part of their war in-
come? In what ways will the removal
of wartime conditions alter those ex-
penditure decisions?

The first point to be noted in this con-
nection has already been made. Most
of the huge accumulation of savings dur-
ing the war resulted from the curtail-
ment of expenditures in those parts of
the total consumer budget shown in
chart 5. Some of these expenditures
were of the sort which could be deferred
and some could not. Typically, the de-
ferrable demands are again in the areas
where the supplies available to consum-
ers will be limited in the early stages of
the transition. Wartime savings tend to
reinforce those demands even though
the purchases may be paid for out of
current income.

The combination of deferred demands
and accumulated buying power will
serve to maintain the pressure of de-
mand on supply in those areas in spite
of a decline in consumer income and
until a high volume of production has
satisfied the most urgent needs. Over
this segment then price controls are
necessary until the latter condition is
reached. But it should be kept in mind
that this segment accounts for only
about one-fifth of consumer expendi-
tures.

In addition, consumers did not buy as
much of the services as they normally
would out of wartime incomes. There
are few deferred demands to be made up
in this group. The two haircuts that had
to take the place of three left the hair
the same at the end of the war as it would
have been had it been trimmed a third
more times. But accumulated buying
power will encourage increased spending
for services as additional manpower be-
comes available to provide them.

The larger part of consumer expendi-
tures, shown in chart 6, was approxi-
mately in line with high wartime in-
comes. There are deferred demands for
some items, such as nylon hosiery, but
on balance there is no deficiency to be
made up. Neither were expenditures for
stuch things as food and clothing appre-
ciably in excess of the normal relation
to disposable income.

This is in spite of the fact that con-
sumers held, during the last few months
of the war, most of the liquid savings
which they have today. In addition, the
current income which would normally
have been spent on consumers durable
goods and other restricted items was
available for increased expenditures, in
other fields.

These influences encouraging a more
than proportionate increase in expendi-
tures for the available goods and serv-
ices were offset by other influences dis-
couraging spending. The patriotic pres-
sure to save rather than spend during
the war, reduced quality and excessive
inconveniences involved in the purchase
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Chart 5.—Major Segments of War-
time Deficiency in Expenditures
Relative to Income *
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of many goods and services, and long
working hours which meant less demand
for goods and services connected with
leisure-time activities all played a part.

Will those accumulated savings which
did not burn holes in the pockets of con-
sumers during the last months of the war
be a more effective stimulus to spending
and therefore exert a greater pressure
on prices now that the war is over? In
what ways will the offsetting influences
affecting the amount of expenditure on
nondurable goods relative to current
income be modified?

Of the influences tending to increase
wartime spending for nondurable goods,
the savings will remain. The lack of
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competition from the durable goods will
continue only until large scale produc-
tion of those goods is resumed.

Of the influences tending to discour-
age spending during the war, the removal
of the patriotic motive for saving and
a moderate increase in leisure time
could operate to increase the pressure of
demand. The others will be modified as
there is a lessening of the pressure of
demand relative to supply. Improved
quality and improved service will, how~
ever, mean more for the consumer’s dol-
lar, rather than price increases, and
hence may be classed as antideflationary
rather than inflationary. The use of
savings to tide consumers over a period
of unemployment or other loss of cur-
rent income will operate in the same way.

In summary, deferred demands and
accumulated buying power will serve to
increase the pressure of demand for
those things which were not available
during the war. Accumulated buying
power will cushion any decline in de-
mand for the other goods and services
resulting from a decline in consumer
income. It will not, however, exert a
greater upward pressure on prices than
it was already exerting toward the end
of the war. It will be more effective as
an antideflationary influence than as a
threat of inflation.

Business Expenditures

Business capital expenditures, includ-
ing changes in inventories as well as pri-
vately-financed outlays for equipment
and construction, were drastcially cur-
tailed during the war—from almost 20
billion dollars in 1941 to less than 2 bil-
lion dollars in 1944. Most of the large
additions to plant and equipment in the
war industries were financed by the Gov-
ernment.

Despite the high rate of capital forma-
tion in some fields, there are deferred
demands for facilities to replace those
which have worn out and could not be
replaced under the controls in effect
during the war. More important, how-
ever, are the demands for improvements
to keep up with technological develop-
ments and for postponed expansion.
Wartime experiences with shortages, and
the anticipation of substantially more
than the prewar volume have empha-
sized these needs. As production of con-
sumer durable goods is resumed, it will
be necessary to replace working inven-
tories all the way from raw material to
retail outlet.

Business holdings of liquid assets have
increased by over 40 billion dollars to
about two and one-half times the prewar
level. The availability of these financial
resources will influence business judg-
ment as to what capital expenditures are
feasible and desirable.

All of the influences determining the
actual amount of business outlays after
the war cannot be summarized here. It
is clear, however, that these outlays will
be large—much larger than the privately-
financed amounts during the war and
possibly well above the best prewar year.
For confirmation the reader is referred
to three articles in the June and July



November 1945

1945 issues summarizing business plans
as reported to the Department of Com-
merce.* In the early stages of the transi-
tion the demand for some machinery
and equipment will be in excess of the
available supply.

Inventory Boom Should Be Avoided

The inventory aspect of business de-
mand deserves special attention. It is
possible that the necessary inventory ac-
cumulation may be exceeded and that
speculation will start in purchasing—a
situation reminiscent of 1919. There
are some of the same inflationary de-
mands and dislocations of supply in
international trade today as there were
26 years ago.

Also, businessmen see a big domestic
market at hand if they can get produc-
tion going in a hurry. Any apparent
inadequacy or threatened interruption of
their sources of supply nmray cause them
to anticipate their requirements so that
their own production and distribution
will not be hampered by lack of ma-
terials.

There are, however, several reasons
why the brief inventory boom and col-
lapse after the last war are not likely
to be repeated. First and foremost, are
the Government controls over both
prices and inventory holdings which can
prevent such excesses. Secondly, busi-
nessmen remember the licking they took
in 1920 when losses on inventories and
forward commitments put many of them
into the red ink and forced some firms
into bankruptey.

Better information now available on
inventories will provide ample warning
to the Government and business of de-
veloping excesses. Furthermore, the
probable decline in consumer income
from the wartime peak is larger now
than in 1918, and there is now a much
greater potential increase in output of
civilian goods over either the wartime or
prewar rate.

Weighing the general situation, there-
fore, it appears that, while the possi-
bility of an inventory boom cannot be
ruled out, it is not likely to develop. The
danger of such a boom can be eliminated
by action to nip any such tendency at its
inception through firm use of the inven-
tory and allocations controls of the War
Production Board and ifs successor.

Civilian Supply

On the supply side, the manpower and
other resources released from the war
effort will be available for increased
civilian production. Whether or not they
are fully utilized, they will make for an
easing of the pressure upon prices.

The increase in civilian supply will be
less than the curtailment of war produc-
tion. Under the pressure of wartime de-
mands individuals were employed who
would not normally be seeking jobs.
Hours of work were extended, vacations

! Wilson D. Stevens, “Planned Capital Out-~
lays by Manufacturers,” June 1945, “Planned
Outlays and Financing of Manufacturers”
and “Planned Outlays and Financing of
Utilities and Railways,” July 1945.
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+ were postponed. In general, the country

worked during the war at a pace which
most people do not wish to continue
after the war.

Nevertheless, the postwar productive
capacity of this country, given reasonably
full utilization of available manpower, is
far above the national output in the best
prewar year. The magnitude of this
potential supply has an important bear-
ing on postwar prices. Our ability to
produce once we are over the reconver-
sion “hump” is so great that the problem
posed will be one of finding markets for
any such output and not one of consum-
ers searching out sources of supply.

It will take time to shift to the pro-
duction of civilian goods. The time re-
quired varies from only a few days in
some industries to a matter of many
months in others. To cite an extreme
case it will take 2 to 3 years of rapid
expansion for residential construction to
grow from the present extremely low
level to the ultimate volume indicated by
the deferred demands in that field.

We are attempting here to appraise the
forces at work on the price structure
without becoming involved in any pre-
dictions as to the course of business ac-
tivity. This task is made somewhat easier
because the supply of civilian goods and
the buying power of consumers are not
independent of each other. The same

Chart 6.—Major Segments Where
Wartime Expenditures Were in

Line With Income*

48 T T T T
FOOD, ALCOHOLIC
BEVERAGES, AND
40~ TOBACCO .l

N o
» n

(BILLIONS OF DOLLARS)
o

40 60 80 100 120 140

CLOTHING AND -
JEWELRY

EXPENDITURES
N
(=]

GONSUMERS’

412 l ! ]

a0 60 80 100 120 140

DISPOSABLE INCOME OF INDIVIDUALS

(BILLIONS OF DOLLARS) 00 45-734

! Lines of regression were fitted to data for
1929-40.

Source: U. 8, Department of Commerce,

17

conditions which over time make for a
large demand will also create a large
supply and vice versa.

It is true that disposable income is not
necessarily a consistent share of pro-
duction. It depends also on tax rates
and on that part of the value of the
product which is retained by business as
reserves or undistributed profits. In
general, however, any increase or de-
crease in consumer disposable income
will be accompanied by a somewhat
larger increase or decrease in national
output.

In other words, high productive em-
ployment after the war means a large
supply of civilian goods as well as a large
demand for those goods. Similarly, the
failure to shift manpower and facilities
fl.‘o_n? the war effort to the production of
c1v1hgm goods would leave little room for
any increase in consumer expenditures
but it would also provide very little in
the way of additional civilian goods.

Supply and Demand in the Transition

These supply-demand relationships
can.be summarized in terms of, first, the
variations to be expected between two
broad categories of goods and, second
the difference between two periods of
time—the transition and the period be-
yong. The transition or reconversion
period might be defined as the first year
after VJ-day.

Where consumer expenditures have
been severely restricted, notably in user-
operated transportation, consumers
duyables, housing and some services,
brices have increased during the war
but not to the full extent which would
rgﬂect the free competition between
civilians for the limited supply available
to them. In these segments a large in-
crease in expenditures is possible even
in the face of a substantial decline in
consumer income. This possibility is
enhanced by the deferred demands,
backed by purchasing power in the
form of liquid funds which have ac-
cumulated.

It is in these same segments that the
time necessary to shift from war pro-
duction and to reach a high volume of
civilian output will limit supply for a
while. This will mean sellers’ markets
for such commodities until g period or
high production has satisfied the most
pressing demands. It is here that con-
tinued price controls will be necessary
until full-scale production is reached.

This pressure of demand on limited
supplies will be further accentuated be-
cause producers are also planning to in-
crease their outlays on construction and
for new equipment as soon as materials
and manpower are available. As with
the deferred consumer demands, these
plans of producers are not likely to be
greatly affected by any probable near-
term changes in earnings.

These two segments of demand are
large, but combined they are not so large
as that portion of total spending which
has not been curtailed during the war.
Earlier it has been shown that expendi-
tures for nondurable goods have been
very nearly in line with increased con-
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sumer income. It is clear, therefore, that
prices of these goods, including those in-
tangibles which cannot be measured ade-
quately by any index, refiect most of the
impact of the present demand on the
limited supply available to civilians.

Curtailment of war production will
cause both a decline in consumer income
and an increase in the manpower and
other resources available for civilian
production. Since prices of most non-
durable goods have reflected wartime
conditions of demand and supply, this
combination of decreased demand and
increased supply should make for some
easing of prices.

Any spending of wartime savings will
operate to cushion the decline in demand
for nondurable goods resulting from the
drop in income but probably will not be
large enough to prevent it. The sellers’
market for these goods which has fea-
tured the war will tend to disappear and
competition will give the consumer better
value for his expenditure than he re-
ceived during the war.

However, too much should not be made
of prospective divergent tendencies. The
analysis of price changes during the war
demonstrated that, in general, they make
a consistent whole. The aggregate level
of civilian goods prices has been raised
without that degree of distortion which
would require a great deal more than the
usual readjustments between individual
prices which go on all the time.

We have indicated that the area in
which changing supply-demand rela-
tionships will encourage lower prices over
the next year or so is much larger than
the area in which the pressure of de-
mand on supply will continue for a while.
The net change in the general price level,
however, will depend on what happens
to costs, such as wages, and on govern-
ment controls, including floors as well as
ceilings.

Productive Capacity Inflation Deterrent

Deferred demands will be important
in some lines for several years. But in
general the dominant fact is the
enormous productive capacity of this
country. Excepting the difficult period
of transition from war production, it is
hard to visualize any general inflation
of the prices of goods and services with-
out full employment. Until that level of
production is approached any pressure
of demand will tend to show up in in-
creased production rather than in higher
prices.

A peacetime level of production which
approaches the capacity of available
manpower can provide a very large in-
crease over the prewar standard of
living. In order to reach this higher
standard of living, consumers must not
only satisfy their deferred demands but
also buy a wide variety of goods and
services which many of them never had
before.

Granting that human wants are in-
exhaustible there is also some inertia to
rapid changes in ways of living, It is
difficult to visualize the average con-
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sumer increasing his consumption of
goods and services by somewhere around
50 percent, which would be possible
under conditions of full employment,
and still leave unsatisfied demands
sufficient to exert an upward pressure
on the general price level. This inertia
to rapid changes in ways of living also
should temper any inflationary tendency
resulting from the desire of consumers
to spend part of their wartime savings.

Production Costs

Shifting to the second viewpoint, let
us see what has happened during the war
to all of the factors which make up the
total cost of production and distribution
and what may happen to them. Chart 7
shows these cost factors, as well as
profits, for the privately produced seg-
ment of the gross national product in
1941, It excludes government wages and
salaries and interest on Government
debt.

Overhead Costs

A group of overhead items, including
interest, rent, depreciation and other
reserves and various real estate and other
taxes which do not fluctuate with busi-

November 1945

ness volume, accounted for roughly 18
percent of the total value of privately
produced goods and services in 1941, As
a group these overhead items increased
about 10 percent from 1941 to 1944.
Since there was more of an increase in
the physical output of goods and services
this meant an actual decline in unit cost.

The future cost of these items per unit
of output will depend largely on the total
volume of business transacted. The net
increase in this unit cost from 1941 to
1946 is not likely to exceed 10 percent.
With a higher level of production re-
quired for even moderately good employ-
ment in subsequent years, the cost per
unit might actually be less than in 1941.

Wages and Salaries

About half of the total value of goods
and services produced in the private
sector of the economy in 1941 was made
up of compensation of employees. The
increase in hourly wage and salary rates
since 1941 has been a little more than
one-fourth. This is the average intra-
industry increase in straight-time hourly
rates. It includes upgrading as well as
changes in basic wage rates. The in-
crease in the average pay envelope was
considerably more because of overtime

Chart 7.—Distributive Shares of Private Production

{Before Adjustment for Inventory Revaluation)
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and because of shifts of employment to
industries paying relatively high wages.
The aggregate of wage and salary pay-
ments was further expanded by the in-
crease in the number employed.

The wartime labor cost per unit of
product was increased further by premi-
um rates for overtime. In manufacturing
alone these premiums amounted to about
7 percent of total wages. They were a
smaller part of the compensation of all
private employees including salaried
workers and nonmanufacturing wage
earners.

The cost per unit of product was also
mod.fied by a variety of influences affect-
ing productivity. For example, the use
of marginal workers, high labor turn-
over and the pressure to produce a large
volume in a hurry all tended to increase
labor costs. On the other hand, costs
were reduced by large scale continuous
production without the usual changes to
meet customers preferences and by re-
duction of some selling effort and serv-
ices connected with distribution.

The net effzct of these influences on the
labor cost per unit of output is difficult
to measure. In many instances the same
products were not being produced as in
1941. On balance it would appear that,
because of temporary wartime conditions,
labor-costs per unit of output increased
more than wage rates.

By the end of the transition period a

large part of the wartime premiums for
overtime will be eliminated. There will
also be some reversal ¢f upgrading and
other wartime increases desighed to meet
the conditions of a tight labor market.
Some of the worst instances of wartime
inefficiency should be corrected, but on
balance it is doubtful if there will be
any large increase over the 1941 output
per man-hour. With current basic wage
rates, the labor cost per unit of output
would be about one-fifth above 1941 but
substantially below the war peak.

Over a longer period the increase in
labor costs relative to 1941 will be deter-
mined not only by further increases in
basic wage and salary rates but also by
the ability to absorb those higher rates
because of increased efficiency. From
1929 to 1941 the increase in the total
national output per man-hour averaged
a little over 2 percent per year com-
pounded. The result was a decline in
prices notwithstanding the increase in
wage rates, and with profits maintained
in line with the volume of production.’

Chart 8 is a striking example of this
tendency because the growth in produc-
tivity has been greater in manufactur-
ing than in the total national output.
The average hourly earnings in manu-
facturing as compiled by the Bureau of
Labor Statistics were 30 percent higher
in 1941 than in 1929, but the wholesale
prices of manufactured goods were 5 per-
cent lower. Over the 18 years from 1923

2 See the demonstration of the latter point
in Dwight B. Yntema’s “Cooperate Profits and
National Income” in the September 1944
issue.
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Chart 8.—Average Hourly Earnings of Factory Workers and Wholesale
Prices of Manufactured Products
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to 1941 the average increase in hourly
earnings relative to prices was 3 percent.
Careful appraisal of all the factors in-
volved leads to the conclusion that the
next several years should witness a more
rapid increase in productivity as it
catches up with the prewar trend.

Incomes of Self-Employed

A little less than 15 percent of the total
output of goods and services in 1941 was
retained as income cf the self-employed.
The 1944 farm income was 88 percent
above 1941. Allowing for the larger out-
put in 1944 the income per unit of output
had risen by more than 50 percent. In-
comes of other self-employed, which in
the aggregate are somewhat more im-
portant than farmers, rose 28 percent
from 1941 to 1944. Because of the diffi-
culty of measuring the physical output
of these nonagricultural entreprencurs
we do not know how much their in-
come increased per unit of output.

Both groups have benefited from an
extremely favorable competitive situa-
tion. The number of farmers and non-
agricultural self-employed declined sub-
stantially while the demand for their
services increased greatly. Their in-
comes contain an element which is anal-
ogous to the overtime and other pre-
miums paid wage and salary workers.

It seems reasonable to expect that
entrepreneurial incomes will refurn to a
level more nearly in line with the in-
crease in wage and salary rates since
1941. The bar for the year 1946 in chart
7 assumes a 25 percent increase over 1941

in income per unit of output for both
agricultural and nonagricultural self-
employed and a 20 percent increase over
1941 in physical volume of farm output.

Over the longer run there is the same
possibility of offsetting increases in ef-
ficiency. For example, the output per
person engaged in agriculture increased
68 percent or 1.7 percent per year from
1910 to 1941. There have been larger
gains during the war due to accelerated
mechanization as well as favorable
weather.

Taxes

About 6 percent of the total value of
private production in 1941 was accounted
for by excise, sales and related business
taxes. These tax payments had in-
creased 30 percent by 1944, largely be-
cause of increased Federal excise tax
rates. Some reduction in those rates is
probable—if not in 1946, then certainly
in 1947.

Another factor affecting the general
price level is the reduction in income tax
rates. Chart 7 allows for the repeal of
the excess profits tax. Even if corporate
profits after taxes in 1946 should be as
much as 9.5 billion dollars, only slightly
below the wartime peak, elimination of
the excess profits tax would reduce total
corporate income and excess profits taxes
to a little over 6 billion dollars as against
15 billions in 1944. This would amount
to less than 5 percent of the value of
private production as compared with 9
percent of the larger output in 1944.
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Such tax relief does not affect business
costs but it obviously makes a consider-
able difference in what profits can be
earned under the existing cost-price
structure.

Corporate Profits

Corporate profits, after taxes but be-
fore adjustment for inventory revalua-
tion, amounted to 8.5 billion dollars in
1941, It is estimated, however, that al-
most 3 billions resulted from increased
value of corporate inventories because of
advancing prices and less than 6 billion
was included in the value of current pro-
duction for that year. This was about
5 percent of the total value of private
production, although a somewhat larger
percentage of the net value of produc-
tion by corporations.

Profits after taxes in 1944 were close
to 10 billion dollars, practically all earned
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from current operations. This was 6
percent of the much higher output in
that year.

For purposes of analysis chart 7 as-
sumes 9.5 billion dollars of profits in
19486, all of it earned from current oper-
ations. While this is not intended as a
forecast of actual profits next year some
consideration should be given to the
reasonableness of the figure.

Since almost two-thirds of all corpo-
rate profits are earned in manufacturing,
chart 9 is an exXcellent guide. I{ shows
the close relation between profits and
the volume of business over the whole
period 1922 through 1941. Earnings
shown are before income taxes but have
been adjusted to exclude inventory
profits or losses.

The manufacturers’ share of the 9.5
billion dollars, plus income taxes, when

Chart 9.—Relationship Between Corporate Profits in Manufacturing and
Value Added by Manufacture

(Profits Before Income Taxes, but After Adjustment for Inventory Revaluation)
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related to the higher than 1941 dollar
volume of production expected in 1946
because of higher prices, would lie ap-
proximately on a line drawn through the
years 1932 and 1941.

Table 1 shows profits both before nad
after taxes related to the value added by
manufacture. The figure assumed for
1946 would be a substantially higher
margin of earnings before taxes than the
average for the years 1923 through 1929
and only a slightly lower margin of net
profits after taxes. The aggregate net
after taxes would be well above any pre-
war year.

Since it is for a year in which transi-
tional difficulties will affect both costs
and volume this allowance for corporate
profits in the right-hand bar of chart 7
appears ample. Prices which would
leave such a margin in 1946 would, of
course, provide a greater net profit as
production gets rolling.

Cost-Price Relations in the Transition

Thus under the existing wage rates,
the next year would bring a decline from
the wartime peak of production costs.
A large part of the wartime premiums
for overtime, night, and holiday work
will be eliminated. Increased compe-
tition will mean some reduction in the
incomes of farmers and other self-em-
ployed. These changes will be only par-
tially offset by spreading overhead costs
over a smaller volume of business. Re-
duced tax rates will allow a large reduc-
tion in profits before taxes and still
leave high net earnings.

Again using existing wage rates, and
assuming that the physical volume of
private production in 1946 will be about
the same as in 1941, the net increase in
price per unit of national output from
1941 to 1946 would be somewhere be-
tween 15 and 20 percent as compared
with the 23 percent increase to date in
the cost-of-living index.

But any assumption of no change in
wage rates is unrealistic. The decline
in war production will mean a lessening
of the extreme pressure of demand on
the supply of labor. It also brings about,
however, reductions in earnings through
loss of overtime and other premiums
and through the return from war in-
dustries to lower paying civilian jobs.

These reductions in take-home pay,
in the absence of a large decline in
living costs, naturally present a per-
suasive case for labor to press for wage
increases. The free play of supply and
demand will be modified by the action of
organized labor and by public opinion,
particularly as public opinion may coin-
cide with and be implemented by Gov-
ernment policy. Viewed objectively,
there seems a strong probability of fur-
ther increases in basic wage rates.

It is apparent from the analysis that
it is possible to raise wage rates and still
keep the cost of living index at its recent
level. For the purpose of this analysis
chart 7 assumes for 1946 an average in-
crease of 10 percent in basic wage and
salary rates. The result is a total value
of private production 23 percent higher
in 1946 than in 1941.
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Table 1.—Corporate Profits in Manufacturing Compared With Value Added by

Manufacture
Corporate profits from operations 1
Value
added
Before taxes After taxes

Billion Million Percent of Million Percent of

dollars dollars value added dollars | value added
26,5 3, 841 14.5 3,320 12.6
25.1 3,350 13.3 3,033 12.1
18.6 974 5.2 809 4.3
11.6 —879 —-7.6 —979 ~8.4
14.0 —592 -4.2 —800 =57
15.9 87 .5 —179 -1.1
18.6 1,428 7.7 1,070 5.8
21.7 3,005 14.1 2, 456 11.3
25.2 2.878 11. 4 2,224 8.8
215 1,911 8.9 1,534 7.1
24,7 3,057 12.4 2,423 9.8
29.7 4,924 16.6 3,390 11.4
42.6 8,453 19.8 3, 507 8.2
56.5 11, 000 19.5 4,900 8.7
75 14, 700 20.6 5, 600 7.8
75.0 15, 000 20.0 5, 800 7.7

+ Adjusted to exclude inventory profits or losses, capital gains or losses, ete,

Source: Bureau of Foreign and Domestic Coinmerce,

Since the total physical volume is as-
sumed to be approximately the same as
in 1941, the hypothetical increase in
prices from 1941 to 1946 is in line with
the reported increase of 23 percent in
the cost of living index from 1941 to the
end of the war. Such an increase in
wage rates would still allow for the large
profits indicated, and allow for elimina-
tion of all the intangible and unmeas-
urable wartime increases in prices which
could not be included in the index.

This 10 percent is necessarily a rough
approximation. More importantly, it is
an average for all wages and salaries.
It recognizes that some industries can
afford a much larger increase while
others are in a less favorable position to
raise wage rates without raising prices.
The variation for individual companies
will be even more.

To cite one extreme case, the amount
of the allowable average increase is held
down by inclusion of domestic service
as part of the total value of private
production. Since in this instance there
are no other costs of production, any
increase in wage rates would auto-
matically increase prices.

Longer Run Price-Cost Relationships

The year 1946 is a transition one
which will not afford the full impact of
lowered unit costs that comes with high
volume. That will come after production
hits its full stride.

Increased production over the longer
period is the answer to the requirement
of an increase in the real income of em-
ployees, workers, and consumers. There
is every reason to assume that the neces-
sary increases in productivity will occur
to make possible a larger increase in
wage rates without an increase in cost
per unit of output. Another glance at
chart 8 will serve to emphasize that such
increases in wage rates relative to prices
are possible. :

Inflation or Deflation?

In summary, there has been a general
and substantial advance in the prices of

almost all civilian-type goods during the
war. The exceptions are due more to
the inherent stability of some prices than
to wartime controls. Careful analysis
does not disclose much more than the
usual disparity among individual prices,
or suggest the need for major adjust-
ments to bring them into line.

In general, the full effect of wartime
demand on limited supplies was reflected
in increased prices for such items as food
and clothing. Expenditures for most
nondurable goods and some services, ac-
counting for well over half the consum-
er’s budget, were fully in line with high
wartime incomes.

In contrast, expenditures for user-op-
erated transportation, other durable
goods, housing and some services have
been restricted. The full impact of de-
mand was not reflected in prices. This
distinction has an important bearing on
the price outlook.

These supply-demand relationships at
the end of the war will be subject to
strong pressures both inflationary and
deflationary. There is need for perspec-
tive in viewing these opposing forces so
that one is not overly impressed by one
or the other.

On the deflationary side there is the
sharp cut in Government war expendi-
tures now in progress and the corre-
sponding shrinkage in consumer incomes
earned in war production. Government
expenditures in 1944 were perhaps 70 bil-
lion dollars above a peacetime level. Of
this total roughly 20 billion dollars was
repaid to the Government in business
and personal taxes. Additional amounts
were retained as depreciation, other re-
serves and undistributed profits. The
remaining disposable income of individ-
uals earned in war production was about
40 billion dollars.

This does not mean that we are facing
any vast gap between consumer buying
power and the supply of consumer goods
to be purchased. As the productive re-
sources become available possibly a third
of the shrinkage in war expenditures will
be offset by increased business outlays
for capital goods, thus putting income in
the hands of consumers without creating
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additional consumer goods for them to
buy.

If production of consumer goods
should continue at the wartime rate, the
disposable income earned in their pro-
duction would increase because of de-
creases in tax rates. The balance of the
shrinkage in total disposable income can
result in a reduction from the abnormally
high rate of wartime saving rather than
a cut in expenditures for consumer goods.
Those savings in 1944 were perhaps 25
billion dollars above a more normal per-
centage of the smaller income to be
expected in 1946.

Any increase in the production of
civilian goods above the wartime level
will result in an increase in the incomes
earned in that production. Thus it will
affect the demand for those goods as well
as the supply. Similarly any shrinkage
in production for civilians will mean a
decline in both buying power and supply.

This loss of income earned in war pro-
duction does mean, however, that there
will not be any such excess of buying
power over the available supplies as
existed during the war. Declining war
production releases resources for ex-
panded civilian supply along with the
decline in consumer income. Where
prices at the end of the war reflected
the full impact of demand on supply the
implications of a decline in demand and
an increase in supply should be clear.

On the inflationary side are the de-
ferred demands for durable goods and
the large accumulation of unspent war
income. They will serve to maintain the
upward pressure on prices for these goods
until large volume production has satis-
fled the most pressing requirements.
Since wartime prices for these goods did
not reflect the full impact of supply on
demand, some restraint on prices will be
needed until production gets rolling.

In most nondurable goods and services
the accumulation of spendable funds in
the hands of consumers will be more im-
portant as a cushion to deflation than as
a threat of inflation. Before the end of
the war consumers aiready had most of
these savings and their influence on ex-
penditure decisions—and therefore on
prices—was already felt. These savings
may be used to limit a delcine in expend-
itures resulting from a shrinkage in in-
come., In general they will not exert a
greater upward pressure on prices than
they did during the war.

In the long run, any strong inflationary
pressure from wartime savings presup-
poses that the average consumer will still
consider these reserves against the pro-
verbial rainy day more than adequate
when his current consumption has been
increased 50 percent above the prewar
level. Until that limit of productive
capacity is approached, increased de-
mand will tend to result in increased
production rather than higher prices.

The analysis has shown that the areas
in which changing supply-demand rela-
tionships will create a deflationary tend-
ency are larger than the areas in which
inflationary tendencies will persist for a
while. The general price level, however,
may be determined more by organized
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pressure on the cost of production than
on the balancing of supply and demand
in the market place.

The analysis has shown that wartime
cost-price relationships were adequate to
assure all-out war production and to
provide large profits in every major seg-
ment of the economy.

Some of the wartime increases in costs,
such as premiums for overtime, are dis-
appearing as war production is curtailed.
Elimination of the excess profits tax will
allow an increase in costs or a decline
in prices without impairing net profits
after taxes. These savings will be par-
tially offset in the coming months by
the need to spread fixed overhead costs
over a smaller total volume of business.
On balance, however, it is clear that
there is room for some increases in wage
rates or some declines in prices, or both.

For the country as a whole, including
nonmanufacturing as well as manufac-
turing, it appears that immediate basic
wage increases averaging somewhere
around 10 percent are consistent with
the maintenance of the cost of living
index at its present level, elimination of
the intangible price increases not in-
cluded in the index, and net profits in
1946 above any prewar year. This
average, of course, includes some pro-
ducers who can afford much more than
10 percent while others will be in a less
favorable position.

After reconversion is completed, sus-
tained high volume and a catching-up
with the normal growth in productivity
will make possible a larger and more gen-
eral wage increase or a greater decline
in prices. Until that increase in output
per man-hour has actually taken place,
however, many producers are not in g
position to absorb this larger increase
without passing it along in higher prices.

Viewed quite objectively, it seems prob-
able that increases in wage rates in the
coming months will be of the order of
magnitude which will serve to maintain
the cost of living at somewhere near its
present level. Consumers will obtain
more for their dollar than they did dur-
ing the war because of elimination of
various intangible price increases, but
any change in the general price level will
not be large enough to be labeled either
inflation or deflation.

Because of the immediate pressure of
deferred demands, there is need to hold
the price front firmly during the life of
the Price Control Act. The key to the
price outlook, however, is production.
The danger of a spiral of rising prices
exists over the next few months only be-
cause of the time involved in converting
to the output of civilian goods and serv-
ices.

Looking beyond 1946, the magnitude
of our productive capacity—far above
what was produced and consumed in the
best prewar year—is the fundamental
guarantee against the possibility of a
further marked rise in the price level.
When this production is fully utilized,
and the most pressing deferred demands
are met, the problem will be one of find-
ing markets for all that our farms,
mines, and factories can turn out.
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The Business Situation

Continued from page 11

financed building are clearly revealed in
the chart.

Long-Run Qutlook

Further expansion of the construction
industry, to a volume in excess of the
war record, is in prospect provided gen-
eral economic conditions are favorable
in the immediate years ahead. For the
reasons stated above, however, it is clear
that the industry will not be in a position
to reach capacity operation for at least
2 years.

Inflationary pressures on real estate
prices, which are already in evidence, will
therefore continue for some time. De-
mand for housing today is at a record
high, both in terms of need and willing-
ness to buy.

The National Housing Administration
has estimated that construction of over
12 million new dwelling units during the
first 10 years after the war is necessary
to meet the need created by popula-
tion growth and obsolescence of old
structures. Recently this agency esti-
mated that 1'% million nonfarm fam-
ilies will be living doubled-up by the end
of the year and, with the mass return of
veterans, there will be another 1% mil-
lion in this category by the end of 1946.
Even if the highest annual rate of con-
struction in the past—937,000 units in
1925—can be exceeded, it will not be pos-
sible to meet aggregate needs for many
years.

It is necessary, of course, to distin-
guish need from economic demand,
There was a crying need for better hous-
ing all through the 1930s, but only a frac-
tion of the need was satisfied by the de-
mands of those able to afford new hous-
ing. The dwelling units needed will not
be built unless ways and means are found
to raise the income level of the group
with the most pressing need,and the least
ability to satisfy it. Subsidies, such as
those for the clearance of slums for pur-
poses of city rebuilding, or for relocation,
will undoubtedly be required both as a
supplement to the low incomes, and as
one means of lifting the latter.

In this connection, the private surveys
showing that a large number of individ-
uals’ intent to build new residential prop-
erties showed a big shrinkage in potential
customers once their ideas were tested
against what they would have to pay to
construct a new dwelling.

The experience of the years immedi-
ately after the last war underlines the
dangers implicit in the current situation.
Increased building activity during 1919
was accompanied by a sharp rise in prices
above the 50 percent increase between
1914 and the Armistice. Such inflation-
ary prices resulted in a drop in the de-
mand for construction of dwelling units
during 1920, and large-scale building was
not resumed until after the general drop
in construction costs in the following
year.

In view of this past experience as well
as the pressures generated by the current
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situation, the trend in sales prices of
houses warrants close attention. Al-
though no over-all record of prices is
available, there are indications from di-
verse sources that a general rise in the
price of urban residential property is oc-
curing which is out of proportion to the
increase attributable to higher construc-
tion costs.

The National Association of Real Es-
tate Boards, for example, reports an aver-
age rise in prices of 12 percent in each
of the past 3 years. This semiannual
survey consists of reports by local real
estate boards concerning the selling price
for the specific type of house most com-
monly sold in each community.

A similar survey of the Washington
metropolitan area conducted by the Na-
tional Housing Administration revealed
an average rise of 42 percent in the
prices of single-family houses during the
5 years up to April 1945. The widest in-
crease, 47 percent, occurred for houses
selling in the 5,000 to 8,000 dollar bracket
in 1940. An even larger rise, averaging
59 percent above 1940, was reported for
Los Angeles County by the Residential
Research Committees of Los Angeles in
October 1944.

Reports from OPA rent offices
throughout the country during July also
indicate increases. For example, over
8,000 evictions from single-family dwell-
ings in July because of owner occupancy
were reported. The selling prices of
these properties averaged 145 times the
monthly rent as against the standard of
100 times in general use before the war
and also used by the Bureau of the Cen-
sus to estimate value.

Some safeguards against inflation in
construction do, of course, exist. All
building materials are now under price
ceilings, and the OPA has announced
that dollars and cents ceilings will be
substituted for the formula prices now
in effect for many building materials
and contractor’s services.

Although construction costs are sub-
ject to control, the measures now avail-
able to prevent inflationary real estate
prices are far weaker. Those properties
insured by the FHA and other Govern-
ment Loan agencies are subject to ap-
praisal requirements which also extend
to houses purchased by veterans under
the loan provisions of the G. I. Bill.

Currently, however, only 25 percent of
new dwelling units started are insured
by the FHA. Measures have been pro-
posed to close this gap, the most recent
of which is the request by Chester
Bowles, Administrator of OPA, for legis-
lation to establish ceiling prices on new
houses and resales.

In the long run, the maintenance of
a high level of construction activity de-
pends on the ability of the industry to
supply the mass housing market. In
order to meet the needs of the great
majority of prospective home buyers and
to realize the large replacement market,
it will be essential not only to avoid the
danger of inflation but also to make
economies in construction which will
furnish houses of good quality consider-
ably below prewar cost.
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Wages and Salaries, Employment and Average Annual Earnings per Full-Time Hardwood Plywood Production: Re-

Employee in Private Industries, 1943~44 ! visions for Page S-29 1

[In thousands of square feet, measured by ‘““glue line”)
7 _ | Average annual | Average num-
Wagesand | NAmber of I 1% garnings per | ber of full-time Yearand| Cold | Hot || Yearand | Cold | Hot
salaries (mil- lent employees full-time em- and part-time month press | press month press | press
e . lions of dollars) t employee ployee employees
Industral division or industry k (thousands) (doliars) (thousands)
1943 1944 1943 | 1944 1943 1944 1943 | 1944 %gg, {gg 2(1), (15(1)3 }gg, gég gg igg
149, 824 51, n 15(.;: 981 2321 889
i i fes, total .. ... ... 7 3,129 | 38,937 | 37,979 | 2,02 2,189 | 40,450 | 39,500 140, 743 53, 320 153, 555] 76, 115

All private industries, total 8,885 | 83,129 3 A , 026 40, 151, 393] 30, 901 150, 706 73,747

APTNS . o e d e - A e
Agricultural and similar service establish- ! ’ ! ! ! Mo. avg..{ 157, 38t| 77,003

ments. ... .- 103 112 55 51| 1,873 ( 2,196 84 78 e

151, 756] 70, 781

Fprest;‘y... 16 18 22 21 757 857 ?)2 21 148, 698 85, 325 151, 116| 77,773

Fisheries 50 54 24 24 2,089 | 2,250 24 24 168, 201| 76, 711 155, 159| 75, 560
Mining d 2,181 919 879 | 2, é(il 2,481 919 879 12% Zg‘i gé, ggz }gg, ggg gg, ggg

Metal mining . . 30! 262 132 108 1 2,341 | 2,426 132 108 3 3, O - 3 .

Anthracite mining._._ ... 178 202 84 81| 2,137 | 2,494 84 81 158,944/ 81,163 157, 010 68, 887

Bituminous and other soft coal mining___.__ 918 | 1,044 434 412 2: 115 | 2,534 434 412 July...__.| 156,6011 75,184

Crude petroleum and natural gas production. 409 508 178 198 | 2, 2?8 2, 566 178 198 t Compiled by the U. S. Department of Commerce,

Nonmetallic mining and quarrying 80 | 1,800 | 2,063 91 80 Bureau of the Census. For a description of the data see
Contract construetion. ... .. ... _____. 1,035 | 2,505 2,625 1,573 1,035 note for table on p. 14 of the November 1944 Survey,

. R . The revisions were necessitated by eorrections received
B AR | B pa ) e o ol ey, e o G
...... , , s , ,

Tobacco manufactures. ... ... 99 1,431 1,626 102 99 Ot rearine Consumption and Pro-

Textile-mill products. 2,056 | 2,048 1,227 | 1,585 1,609 [ 1,322 | 1,227 eomargari -0 P

Apparel and other finished fal()irictproducts‘__ 1,713 § 1,826 | 1,074 | 1,036 | 1,505 | 1,763 | 1,074 | 1,036 duction: Revisions for Page S-24 !

Lumber and timber basie products 848 852 586 543 | 1,447 | 1,569 586 543

Turniture and finished lumber products. 735 769 égé 401 | 1,746 | 1,918 4(2):13 401 [Thousands of pounds]

Paper and allied produets. . _______..__.___. 816 871 390 2,076 2,233 3 390

Prirx)ning, publishing, and allied industries...| 1,189 | 1,321 550 556 { 2, 1é2 2,376 550 556 Con- | Prod- || v, d Con- | Pro-

Chemicals and allied products.....__...._._. 1,958 850 760 | 2,385 | 2,576 850 760 Yearand | gy | due- ear and | sump- | duc-

Products of é)etroleum and coal 600 182‘ 198 g 806 g 030 186 108 month | "t | tion mon tion | tion

Rubber produets. ... ... 650 22 243 , 478 , 675 224 243

TLeather and leather produets. . 649 375 357 | 1,659 | 1,818 375 357

?tone, Lgay;, Bin% 51%%se§rg§g§ai e Teading 847 414 391 | 2,022 2,166 414 391 1942 1943—con.

ron and steel a )

OFANANCE . - - oaoomm e amee 6,480 | 6,740 | 2,461 | 2,427 | 2,637 | 2,777 | 2,461 | 2,427 July_..... 22,565 29,414 30,432) 44,119
Nonferrous metals and their produets._____. U311 | 1,352] 508| 404 | 2,581 | 2,737 508 404 Aug.__._. gg, 385; 33' égg ig' ggg ?f;' gg
Machinery (except electrical) ._._._..._..____ 4,164 | 4,208 | 1,457 | 1,420 | 2,858 | 2,063 | 1,457 | 1,420 Sept__.... e 57 3500 oo Mo
Electrical machinery. . .........._...._.. 2,368 | 2,707 960 | 1,044 | 2,467 | 2,593 960 1,044 Oct..__.. , 426 , 29 g 3
Transportation equipment except auto- ! Nov...... 39,314| 47,575 49, 008| 52,412
A e | 3| AR | 0 g i) em ) eg Pl L

utomobiles and automaobile PR y 3 A
Miscellaneous manufacturing industries. ... 1,142 | 1,183 525 511 ) 2,175 | 2,315 525 511 Total? .| 363,707| 425,736,| Total ._| 500,004/614, 144

Wh%l‘??al]e an%d {etg?“ trade. ... <li, ggg fli, ggg % ggi ; ggg ;‘éig Z égg Mo. avg2 | 30,309 35478 Mo.avg..| 41,667 51,179
10lesale trade_ ... .____ , 5 s
Retail trade and automobile services 5000 | 50821 1,589 | 1,743 | 5799 | 5780 1043
Finance, insurance, and real estate....__........ 2,808 | 1,333 1,305 | 2,065 2,221 1,421 1,391 Jan....._. 53,314] 61,978 44, 769! 55,233
Banking oo 746 3828 331 | 2,134 2254 330 333 Feb._ .. 50,989 62, 986 41,899| 57,221
Security and commodity brokers, dealers Mar. ... 57,487) 170,042 41, 315| 57,858
- and exchanges 15; 168 39 40 ?2, ggZ g. ggg 4§ 49 Apro_.._. 32,374| 43,120 35,157 44,855

inance, n. e. c._. 22! 223 87 80 , 621 A 10: 95 May..... 20,653] 30,774 31, 846 44,480
Insurance carriers 793 822 338 320 2, 346 2,498 347 338 Jung ______ 23,3311 36, 056 26, 9981 40, 191
Insurance agents and combination offices 284 301 121 121 | 2,347 | 2,488 145 145 : * -
l{lgaﬂ OSEALC - e - 597 638 420 404 1; 421 | 1,579 448 431 XI Ctomplil%d by the U. 8. Treasury Department, Bureau

of inlerna evenue.
SRR AR AR

atlroads_ ... s 3 ) , 2 , 695 , , . .
ﬁ?;%lwr:;} V;)gsysseialrglgrlle-lslesp<)r"c£; n,n, e c._. §§§ 2 égg {Z;‘) 2 ;32 g; 322 2 g; éég }gé 2 gg Wholesale Prices of Chemicals and Allied
Highway freight transportation and ware- Produets, Drugs and Pharmaceuticals:

housing - 855 | 904 307 383 | 2,154 | 2,360 477 460 Revisions for Page S=-41
Water transportation 471 728 139 202 1 3,388 1 3,604 146 212 1926=100
Air transportation (common carriers).._.__.. 113 o) 46 @) 2, 467 2) 46 ® {1926=100]

Pipe-line transportation-..._ . 68 ® 25 @ 2,686 ®) 25 6] -

Services allied to transportation. _ 334 435 159 188 | 2,101 | 2,314 180 213 Chdemll]qa}js ]?lrugs and
Communication and public utilities. ....._._..__ 1,887 | 1,986 910 894 | 2,074 | 2,221 912 896 et pharmaceu-

Telephone, telegraph, and related services... 920 984 490 493 | 1,878 | 1,996 490 493 Month

Radio broadeasting and television 82 96 28 20 | 2,029 | 3,310 30 31 | | ]

Utilities: ngctrlc and gas. ___ 852 872 373 354 2,284 | 2,463 373 354 1941.1942.1943 1941 1942l 1943

Local utilities and public serv 33 34 19 18} 1,737 | 1,889 19 18 ' i ' ’
SerVICOS . - oo ool 6,754 | 7,682 | 4,085 | 5028 1,355 | 1,528 | 5,518 | 5571 )

Hotels and other lodging places.............. "a99 | Usse | a1z| Td2a| Loy nasy| 442 a5p ALY O 8 00,0 115 106 5

gglrsozl:lh%%s\;!}clg?&% ------------------ 1,082 1,167 L 788 1 76(7 1,357 iggg 1 %i %% Mareh._ .~ 2179.8196.1,94.6] 97.2115.1)106.0

Commercial and trads schools and emplog- | oo | VTP L0 LEW ST L ’ bl i 818961947} 97.5115.5,106.1

MEnL AZONEIES .. e 1971 et|  se| s5| 2510 2086 59 1 bt e g
EIUSUX%SS Services, n. e. C.-... 561 649 236 247 | 2,377 | 2,628 280 293 "85, 2/05.8.94. 81100.0'119 85106 2

iscellaneous repair service e oigE 4ol : . -

trades 200, o8l 75| s1| 27sr| soez| s 104 |86 0103 0. D100 L11. S1106. 2
Motion pictures 460 491 205 210 | 2,244 | 2,338 227 233 o 205 30r oli1a 3119, 21108,
Amusement and recreation, except miotion ’ ! 8.8 35'3}95'0 114.3]119. 2/106. 2

sement a 3 !

pictures 21| ms| o5 196 1441 ne2] oa 242 Novemher e ez Tt Bl}gg :
Medical and other health servic 708 799 612 60| 1157 127 612 gog  DPecember ... .4,94. | . O[112. . .
%%i?hiii)&ieina other professional services, 152 160 1 Ny Laws ) 14l 12 121 Annual index.._.._.___184.4'95. 5:94.9[102. 6116.0/106. 2

ing g 7 s

T €. G oo L 194 185 63 57| 8,079 | 3,246 63 57 1t Compiled by the U. S. Department of Labor; the in-
Educational »ser.vice:s, n.e.c.. 388 415 263 261 | 1,475 1,?90 263 261 dexes harire beeg revised begin%ing Octo{)er 1941 owing
Religious organjzations....._. 278 313 195 200 1,433 1, 565 256 222 to a change in the method of computing the net tax
Nonprofit membership organizations, n. e. c. 434 499 190 201 ' 2,284 1 2,483 279 295 applicable to the quoted price of nonbeverage unde-

t These data are extensions of tables 2, 3, 4, and 6 published in the article, Revised Estimates of Wages and Salaries
in the National Income, 1920-43, SURVEY oF CURRENT BUSINEss, June 1945, pp. 17-24. Reprints of this article are

available.

Data for 1944 are prcliminary. For industries covered by state unemployment compensation programs,

they arc chieily based on estimates of covered wages and salaries prepared by the Bureau of Employment Security,

Social Security Board.

2 Data for highway passenger transportation, n. e. ¢., air transportation (common carriers), and pipe-line transpor-

tation combined.

Source: U. S. Department of Commerce, Bureau of Foreign and Domestic Commerce.

natured ethyl alcohol and a reduction in the quantity
weight assigned to this commodity in index computa-
tions, The price now used is the fully tax-paid price
less the “drawback” or rebate which first became effec-
tive November 1, 1942. The quantity weight for ethyl
alcohol has been reduced about three-fourths and now
reflects only the estimated quantity consnmed by t he
drug industry, instead of total withdrawals of undena.
tured nonbeverage alcohol by all users, as formerly.
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Total Construction Activity in Continental United States, by Function and Ownership, 1929-441
[Millions of dollars]

Ttem 1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 1939 1940 1041 1942 1943 1944

Total new, work relief, and maintenance .| 14,537 | 11,924 | 9,088 | 5,628 | 4,495 | 5,847 | 6,341 | 8,098 | 9,614 | 9,543 | 10,403 | 11,357 | 15,054 | 17,705 | 11,950 8, 465

New construction. . ... _.__.____.___________ 10,672 | 8,404 6, 205 3,441 2,350 2,928 3,337 4,880 5, 585 5,274 6,017 6,918 | 10, 543 | 13,498 7,787 4, 002
Total private_______________ . _____..___ 8, 261 5,627 3,628 1, 647 1,134 1,442 1,888 2,703 3, 543 3,182 3, 606 4.179 5,197 2, 842 1, 569 1,575
Residential (nonfarm) 3__. - 3,562 1,790 1,460 638 413 591 913 1, 368 1, 655 1,767 2,114 2,355 2,750 1, 268 616
Nonresidential building 3. ol 2,848 1 2,128 | 1,116 505 407 456 475 7151 1,003 767 7831 1,029 | 1,488 636 217 382
Industrial ¢ — 941 521 216 72 175 190 157 265 489 229 251 440 796 342 129 234
Commercial ¢ ---1 L 131 891 454 224 131 172 211 288 387 287 295 352 416 161 39 62
Religious..__ .- 139 128 82 43 20 20 26 32 42 48 46 55 58 28 6 15
Eduecational .___________ - 113 112 94 50 14 13 16 37 40 38 37 46 54 22 7 13
Social and recreational. . . 164 140 116 57 32 32 32 51 69 92 95 62 67 27 8 18
Hospital and institutional.. . 98 103 67 32 9 8 10 16 30 33 30 30 43 26 12 24
Hotels, ete_ ... ____._____ 199 164 46 15 8 8 11 15 22 19 17 23 27 14 2 4
Miscellaneous nonresidential
ing. .. .. ... 63 64 41 12 18 13 12 11 14 21 18 21 27 16 14 12
Farm construction. 279 193 97 39 69 93 176 189 225 196 226 236 303 271 259 190
Residential . __ 147 107 59 26 43 54 96 104 118 104 120 127 174 144 136 105
Nonresidential _________ 132 86 38 13 26 39 80 85 107 92 106 109 129 127 123 85
Public utility construction. 1,572 1,521 955 465 245 302 324 431 570 452 477 559 656 667 477 504
Railroad. _._.._......_. 510 521 292 139 94 128 116 149 199 119 137 167 187 197 211 247
Street railway. 82 85 69 29 21 30 40 45 39 41 54 51 30 12 14 15
Pipeline. . ... ____ 97 30 77 37 7 12 2 41 67 21 35 30 60 80 7 45
Electrie light and power.. 396 418 266 124 52 52 59 7: 102 132 114 120 117 156 69 70
Gas. . ..o ... 139 133 87 50 26 32 36 54 58 47 44 7 84 67 45 44
Telephone. 32 310 153 79 41 43 48 62 100 88 89 17 173 150 56 78
Telegraph . o .. .cooooiiiaiiiiian 20 24 11 7 4 5 5 5 5 4 4 4 5 5 5 5
Total public... 2,411 | 2,777 | 2,577 | 1,794 | L, 216 | 1,48 | 1,449 2,177 | 2,042 | 2,092 1 2,411 | 2,739 | 5346 | 10,656 | 6,218 2,427
Residential . _ el (R FS S S B, 1 9 61 93 76 205 479 00 685
Military and naval #__ 19 29 40 34 36 47 37 29 37 62 119 510 1,756 5,060 2,423 720
Nonresidential building. . 642 647 591 408 191 207 260 546 467 571 762 497 1, 667 3,742 2,111 879
Industrial 4 _ | JRSDRU PR PPN (PPN 4 3 4 14 14 144 1, 400 3,571 2,006 748
Commercial ¢ . .| ... e I 10 8 13 17 21 28 33 24 9 4
Public administration. . 112 144 99 43 73 129 112 126 162 98 52 30 10 11
Educational..________ 386 360 44 82 11 287 225 282 388 130 131 86 36 41
Social and recreational. .. 44 32 13 21 25 45 40 40 43 17 16 9 6 7
Hospital and institutional. . _ - 100 111 122 76 35 34 30 60 63 79 108 55 29 29 45 a8
Miscellaneous nonresidential build-
i & 9 i 6 9 19 20 15 8 6 10

Highways. 850 837 869 896 836 £64 454 353
State 7 529 678 694 524 424 544 412 601 567 521 490 547 538 412 280 217
County___ 257 297 278 183 136 163 111 150 139 130 171 165 162 144 114 89
Municipal.___._ 462 506 351 209 115 114 99 125 154 186 208 184 136 108 60 47

Sewage disposal. . 127 142 114 69 34 54 68 115 95 89 82 67 48 39 32 26

Water supply. . __. 126 201 156 87 47 62 69 93 79 00 80 127 120 100 70 53

Conservation and development . 86 111 135 139 168 245 317 339 310 299 318 325 350 360 270 163
Bureau of Reclamation___ 8 11 20 26 26 35 47 56 60 67 83 86 3 65 50 36
Army Engineers..._____.____ 59 75 81 81 102 142 177 192 176 157 156 163 159 149 134 73
Tenncssee Valley Authority_ .. . | . 1 . ...\ _ ... 5 17 28 32 30 31 32 38 82 129 76 45
Other conservation and develop-

ment - 19 25 34 32 35 51 65 59 44 44 47 38 26 17 10

Al other Federal._ 13 9 9 6 4 8 8 7 16 15 14 22 27 21 12 10

Miscellaneous non-Federal publie
service enterprises 8. __._...__.______ 150 157 209 135 61 41 59 111 101 94 91 90 63 36 43 27

Workrelief oo ol PR PR 114 578 406 1,130 775 1,202 1,032 805 627 201 30 .o.o..
Maintenanee. ... . .. ...._o... 3,865 | 3,520 | 2,883 | 2,187 2,032 1 2,341 | 2,508 | 2,988 | 3,254 | 3,067 { 3,354 | 3,634 | 3,834} 3,016 { 4,133 4,463
Buildings (nonfarm). 2| 1,691 1,571 1,264 4 932 1, 092 1, 230 1,472 1. 593 1,496 1, 585 1,704 1,831 1,763 1,705 1,775
Residential .. _._. -1 1,221 1,111 954 754 732 842 1,062 1,163 1,071 1,158 1,256 1,343 1,259 1, 159 1,228
Nonresidential . . 47 460 310 230 200 250 320 410 430 5 427 448 488 534 546 847
Farm_...._____... 352 238 170 101 125 152 209 226 273 251 304 334 412 342 347 341
Residential ... 136 92 69 43 52 66 7 86 105 93 115 123 126 96 74 9
Nonresidential 216 146 101 58 73 86 130 140 168 158 189 211 286 246 7T 262
Public utility...__ 1,129 963 757 540 500 563 603 690 743 664 709 726 841 1,034 1,873 1, 554

Railroad._____ 7 722 548 360 332 375 404 457 504 427 474 485 588 V7T 1, 080 1,233

Street railway 89 82 67 52 47 52 53 72 63 59 60 55 50 42 56 60

Pipeline. . _______ 9 8 7 6 6 11 10 13 14 12 13 14 14 18 18

Electric light and power. 40 41 43 44 42 49 54 3 75 73 73 77 82 85 95 111

Gas....._...__._ 22 21 20 18 17 19 19 21 20 21 20 20 20 21 23 2

Telephone 7 74 61 51 47 51 53 57 58 &9 59 65 7 81 86 92

Telegraph . _ 17 15 11 9 9 9 9 10 10 11 11 11 12 14 15 17

Highways_ 587 634 578 458 318 433 449 438 524 535 629 737 663 607 569 658

State. _ 173 192 161 169 139 185 193 228 241 246 227 243 25 224 230 266

County ... 261 284 262 170 140 146 151 153 166 170 246 351 261 245 213 246

Municipal.___ 153 158 155 119 99 102 105 107 117 119 156 143 150 138 126 146

Sewage disposal 16 16 15 14 13 12 13 14 15 17 18 19 17 17 17 18
Water supply..... 58 64 64 56 50 53 56 59 65 61 61 61 62 64 65 66
Rivers and harbors____..._._..__... ... 32 34 35 34 3 36 38 39 41 43 48 53 58 59 57 51

1 Estimates of new construction for 1944 are joint estimates of the U. S. Department of Commerce, War Production Board and U. 8. Department of Labor; other data, except as indi-
cated in notes 2 and 6, are estimates of the U. S. Department of Commerce, Bureau of Foreign and Domestic Commerce. Approximately comparable annual data beginning with 1915
are avajlable in Construction Activity in the United States, 1915~1937, Domestic Commerce Series No. 99. For new construction, corresponding monthly estimates are published
currently on p. 8-5; revised quarterly data for 1939-41 and monthly data for 1942-44 will be published later.

2 Estimates of new private nonfarm residential construction prepared by the Bureau of Labor Statistics,

¢ Excludes nonresidential building by privately-owned public utilities.

{ Public industrial and commereial building not segregable from private construction in 1929-33.

$ Includes cantonments, aeronautical facilities, Navy vards and docks, Army and Navy hospitals, etc. . .

6 Since 1941 based on data prepared by the Construction Research Division of the Bureau of Program and Statistics of the War Production Board.

7 Includes Federal flight strips not under military and naval, amounting to 1 million dollars in 1942, 6 million dollars in 1943, and 2 million dollars in 1944.

8 Includes construction expenditures for such municipal enterprises as electric light and power plants, street railways and other transit systems, gas systems, ports, dock, harbors,
crries, airports, terminals, ete.
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SURVEY O CURRENT BUSINESS

Monthly Business Statistics

The data here are a continuation of the statistics published in the 1942 Supplement to the SurvEY oF CurrENT BUSINESS.

That

volume contains monthly data for the years 1938 to 1941, and mcnthly averages for earlier years back to 1913 insofar as available; it

also provides a description of each series and references to sources of menthly figures prior to 1938.

<

[~

eries added or revised since publica-

tion of the 1942 Supplement are indicated by an asterisk (¥) and a dagger (1), respectively, the accompanying foctnote indicating where
historical data and a descriptive note may be found. The terms ‘“unadjusted” and “adjusted” used to designate index numbers refer
to adjustment of monthly figures for seasonal variation.

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

Unless ‘(;therwise stated, statistg;:sfthro‘tilgh 19}45] 1945 1944 1945
an escriptive notes may ound in the § e " T i T e . . N
1942 Supplement to the Survey t an(;lﬁcr ¢ ﬁ;g or Obc:l? I\obvef;m I D%Leerm Jgg;l ! F :Yr);u . March | April i May June July | August
BUSINESS INDEXES
! |
INCOME PAYMENTS t
Indexes, adjusted:

Total income payments._ _ . ... ...._ 1935-39=100_. 229.7 232.5 235.5 237.6 236,06 241.9 245.2 | 244.1 242.3 241.9 244.6 T 2306, 0
Salaries and wages. ___.___. doo...| 2442 262.0 263. 4 264.7 266. 9 268.6 269. 8 269.7 267.5 265, 8 266.3 r254.0
Total nonagricultursl income. . ..do_._. 226.8 2316 233.6 235.3 236. 9 238.7 239.6 239.7 238.1 2377 241.2 r232.7

Total.. -mil. of dol. 13, 459 13,670 13,684 13,253 14, 405 13, 357 12,743 13,686 13,194 12,835 14, 397 12,674

Salari

Total § o s do.... 8, 746 9,375 9, 541 9, 506 9,653 9, 516 9, 526 9, 585 9, 560 9,518 9,572 Ty, 021
Commodity-produeing industries. 3,130 4,039 4, 066 4,010 4,002 3,954 3,957 3,044 3,897 3,838 3,831 v 3,428

Public assistance and other relief._.... - 82 78 79 79 &0 80 80 80 80 81 81 8 82

Dividends and interest ~do.... 1,583 1,317 829 509 1,827 936 490 1,344 808 498 1,853 455 495

Entrepreneurial income and net rents and roy-
altles .o iieas mil. of dol_. 2, 582 2,474 2,801 2,716 2,396 2,369 2,190 2,212 2,276 2,252 2,275 2,523 2, 50

Other income payments._. 665 426 434 441 449 456 457 465 470 486 616 581 r 7R

Total nonagricultural income 11,603 12,178 | 11,877 | 11,583 | 13,082 | 12,124 | 11,678 | 12,501 11,987 | 11,646 } 13,175 1 12,100 |~ 11,200

FARM MARKETINGS AND INCOME
Farm marketings, volume:*

Indexes, unadjusted:

Total farm marketings.__..._.__.__... 1036-30=100_. 155 159 189 164 136 131 113 116 n7 124 121 141 144
(07 () o T do_._. 181 180 238 178 131 126 105 93 91 87 87 144 156
Livestock and produets. .. ... ... __. do.... 135 143 153 154 139 135 119 132 137 151 147 139 135
Indexes, adjusted:
Total farm marketings 130 129 142 159 137 144 144 151 148 152 148 140 139
122 109 142 156 127 147 156 169 171 167 159 142 13
Livestock and products 136 144 142 147 144 142 140 138 130 141 139 139 r142
Cash farm income, total, including Government pay-
ments* mil. of dol... 1,685 2,007 2, 460 2, 256 1,747 1,658 1,389 1,445 1,570 1, 526 1,501 1,905 | 71,870
Income from marketings® . ... ... .ol do....] 1,989 1, 954 2,427 2,188 1,697 1,571 1,351 1,385 1,420 1,454 1, 529 1Lsus | or1, 800
Indexes of cash income from marketings:}

Crops and livestock, combined index:

Unadjusted._ .. ..-1035~39==100__ 2406 294 366 20 255 237 203 208 214 219 230 ©T2 T 274
Adjusted ol do.... 257 244 263 267 264 278 312 204 266 293 287 262 274
Crop8. e cecee do___. 263 259 308 298 295 327 408 377 385 356 331 3306 310
Livestock and products _do.... 233 23 233 247 243 246 248 239 236 252 258 250 r 249
Dairy products. .. _e.do_.._ 214 200 198 101 192 196 207 223 228 236 235 255 298
Meat animals. .do.._. 214 240 236 265 255 267 2064 235 231 246 261 24 T 234
Poultry and eggs do_._. 330 288 299 309 313 290 285 293 278 308 307 347 241
PRODUCTION INDEXES

Industrial Production=—Federal Reserve Index
Unadjusted, combined indext. . __.._... 234 234 232 230 230 232 232 229 225 290 212 ERE)

Manufacturest ... _.__._. 249 250 248 248 248 249 249 245 240 234 224 197

Durable manufacturest. 343 346 341 342 343 345 34 335 323 308 ¥ o0y 244
Iron and steelt__..._._ 202 206 201 148 197 202 210 206 204 192 187 165
Lumber and productst. 128 125 120 113 113 114 115 119 120 121 T 16 (K

Furnituref...____. 139 143 141 142 142 146 144 140 138 138 7134 7124
Lumbert._. 123 117 109 497 99 97 10 108 112 113 107 108
Machineryt....... 427 428 422 431 431 436 431 419 405 393 r 471 7310
Nonferrous metals 238 233 23 229 2563 257 267 263 248 214 210 ERTE
Fabricating*. . ________._._ _. 252 246 252 247 280 284 206 201 272 234 228 204
Smelting and refining®_______ 25 200 191 186 187 191 194 194 188 183 152 171
Stone, elay, and glass productst.. 164 167 163 159 156 156 161 165 167 166 168 T 165
cement_________ 100 102 95 82 71 66 71 &1 &9 102 G2 110
Clay products®.. 120 122 121 120 116 118 119 119 115 120 i1a 118
Glass containerst. 204 218 210 202 106 201 216 225 236 291 230 904
Transportation equipmentt_. 695 704 699 708 706 £05 676 651 610 572 r 536 r 411
Autormobilest.. ... ... 226 229 230 235 235 242 236 231 218 207 [T r 151

Nondurable manufacturest. 173 173 173 171 170 172 172 171 172 173 167 r 159
Alcohotic beveragest. ... 159 168 159 146 191 158 129 148 147 162 204 75
Chemicalst. .. 307 308 308 313 316 319 321 320 318 315 T 303 r 261

Industrial chemicals®*. 400 395 304 3¢6 396 400 402 405 407 412 409 T 368
Leather and products{.. 121 115 118 113 114 125 122 122 121 125 107 107
YLeather tanning*. .o eoo.dooll)oL . 118 112 116 114 113 128 116 17 115 r 116 7106 46
BhoeSa.ovacocaaan 193 122 117 119 113 114 123 126 125 1926 132 109 114

» Preliminary. r Revised.

§The total includes data for distributive and service industries and government not shown separately.

*New series. For a description of the indexes of the volume of farm marketings and figures for 1920-42, see pp. 23-32 of the April 1943 Survey; indexes through 1942 were computed
by the Department of Commerce in cooperation with the Department of Agriculture; Jater data are from the latter agency. Data for 1913-41 for the dollar figures on cash farm jncome
are shown on p. 22 of the May 1943 Survey but the annual totals have been revised beginning 1940; revised monthly averages based on the new totals are as follows (millions of dollars),
Casb farm income, total including Government payments—1040, 759; 1941, 979; 1042,1,335; 1943, 1,6€8; income from marketings—1940, 695; 1941, 930; 1942, 1,276; 1943, 1,612; the monthly
figures have not as yet been adjusted to the revised totals. Data beginning 19239 for the new series under industrial production are shown on p. 18 of the December 1943 issue.

{Revised series.  Data on income payments revised heginning January 1989; for figures for 1939-41, see p. 16 of the April 1944 Survey and for 1942-44, p. 20 of the May 1945 Rurvey.
The indexes of cash income from farm marketings have been completely revised; data beginning 1913 are shown ou p. 28 of the May 1943 Survey. For revisions for the indicated series
on industrial production, see table 12 on pp. 18-20 of the December 1943 issue.
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Unless otherwise stated, statistgcsfthr()&lgh 19;:-1 l 1945 1944 1945
and descriptive notes may be found in the | oyl gep. | Octo- | Novem-| Decem- | Janu- | Febru-
1942 Supplement to the Survey bor tember bor ' ber ber ary ary March | April May June July ! August
BUSINESS INDEXTES—Continued
PRODUCTION INDEXES—Con.
Industrial! Production—Continued
Unadjusted—Continued.
Manufactures—Continued.
Nondurable manufactures—Continued. "
Manufactured food productst....... 1035--30==100. . » 161 166 15 155 150 143 14 142 145 146 150 r 157 r 151
Dairy productst d 2 155 » 125 » 108 P4 » 88 ® 68 » 116 » 149 » 178 » 209 ? 212 ? 185
Meat packing oo oo 148 156 175 184 171 139 135 125 132 139 131 119
Processed fruits and vegetables®*..__....__ 236 180 133 114 105 103 99 104 97 r 107 r174 165
Paper and proQuetst o oo oo oo 14 143 143 134 136 138 141 141 142 142 134 r 13t
Paperand pulpt_ . .. ... 137 139 138 132 132 134 137 136 137 137 130 129
Petrolenm and cosl productst. 258 266 268 263 273 276 272 268 273 * 209 267 P 242
168 170 170 167 167 168 171 161 168 163 165 153
272 281 283 283 289 292 287 284 289 285 [occomcocc e
______ 100 105 107 106 99 104 107 108 106 105 99 107
...... 230 231 231 239 247 247 236 233 224 222 218 r 193
Textiles and productst. .. . ....._._____. 147 146 149 152 15 165 153 149 150 150 r132 134
Cotton consumption._ 148 140 149 146 145 152 150 143 142 144 123 123
Rayon deliveries_____.. 196 199 209 215 215 215 215 218 221 220 220 r213
Wool textile produetion. 144 156 143 162 146 161 149 142 146 144 r117 126
Tobaceo produets oo oo 131 125 187 121 121 118 117 115 128 145 133 155
Minersalst ——— 147 144 140 131 134 136 136 140 141 147 145 r143
Fuelst. . ... 148 14x 148 141 145 146 147 145 143 150 148 r 146
Anthracitet 129 133 126 3100 96 112 115 131 47 129 117 102
Bituminous coalt . . ... ... 151 152 155 138 151 150 149 138 145 153 146 144
Crude petroletme. o oaoune oo 149 148 148 146 148 148 150 150 152 151 153 r 152
Metals. o eeman 138 123 89 68 68 68 72 109 131 r129 r124 123
Adjusted, combined indext ... ___ 230 232 282 232 234 236 235 230 225 220 r 210 r 187
Manufactures. ... ... __ 246 248 248 249 251 262 252 247 240 233 7222 v 195
Durable manufactures. _______.______ 342 344 341 343 345 346 345 336 323 308 r 203 r 243
Lumber and products..._._._______ 120 120 122 122 126 123 121 119 118 r 116 ri110 r 107
Lumber. e 111 109 112 111 118 112 110 109 108 104 98 98
Nonferrous metals..___.__..__. 238 233 234 229 253 257 266 263 248 219 210 198
Stone, clay, and glass produets. 159 161 160 163 162 163 166 167 162 166 169 160
Cement___._ 86 88 28 G0 87 87 86 85 85 95 93 97
Clay prodt et e em e e 116 115 114 116 125 122 124 122 115 121 117 110
Glass containers. - 200 212 208 218 200 207 216 225 221 223 239 217
Nondurable manufactures...._._..__.____.__. 168 169 173 17 175 176 176 174 173 173 r 165 r 157
Alecholic beverages . __._____...___ 156 166 184 168 213 170 148 144 136 139 193 173
Chemiecals. oo 307 307 207 312 317 318 319 318 r 319 r 318 r 307 T 265
Leather and™products._._._____._ 121 115 118 114 113 121 122 122 121 127 r 110 107
Leather tanning*..__.._____.___ 120 m 112 118 113 119 117 118 115 r 119 r 110 98
Manufactured food produets. ... 146 149 154 155 155 158 160 160 153 r 151 r 147 r 138
Dairy products. ... ... ... » 147 » 152 » 165 »]45 » 132 v 132 » 138 » 143 » 133 » 143 v 148 ? 146
Meat packing_ .o . 161 154 158 158 146 146 146 134 132 141 140 133
Processed fruits and vegetables®.. 121 139 145 146 162 163 180 170 149 r139 r134 r101
Paper and produets____..__._.__. 142 143 143 138 136 137 141 140 141 142 135 r131
Paperand pulp.._.___.____. 137 139 128 132 132 134 137 136 136 137 131 129
Petroleum and coal products._. 288 266 268 268 273 276 272 268 273 269 267 242
Petroleum refining___________ 272 281 283 282 289 202 287 284 289 285 b oo
Printing and publishing.__ 0Q 103 103 104 102 105 165 105 105 106 105 111
Textiles end produets_..___ 147 148 149 152 180 185 153 149 150 150 7132 134
Tobacco produets.__.._...._... 124 12 135 131 i21 123 123 120 128 139 128 150
Minerals. . ..ol 143 143 143 137 140 141 142 140 138 144 143 r 140
Metals. - 113 111 112 1 1 11 1 111 110 r 109 " 108 105
Munitions Production
Total munitions* 167 111 167 105 105 102 109 104 103 93
Adreraft*_ ___ 118 114 109 108 112 107 118 111 109 98
Ships (work d .- 103 105 101 94 £8 82 79 7 75 69
Guns and fire control* 79 £2 77 77 7 80 83 81 74 64
Ammunition* - 122 123 124 127 135 137 147 144 147 123 103
Combat and motor vehieles* . ___________ 79 82 88 95 83 84 92 &1 80 75
Commupnication and electronic equipment 118 123 122 118 125 118 132 131 124 109
Other equipment and supplies*. ... .....___ 113 127 121 115 121 117 135 129 131 126 114
MANUFACTURERS’ ORDERS, SHIPMENTS,
AND INVENTORIES
New orders, index, totalt.._..._. avg. month 1939=100_. 206 227 260 252 223 186 195 186 136
Durable g00dS. -« coam oo 230 267 326 351 267 177 182 179 60
Iron and steel and their produects.. 201 27 20 432 283 191 177 176 82
Electrical machinery.________ 348 371 450 459 403 207 363 270 jo__....
Other machinery.___.. 279 206 569 345 277 147 153 i 2 I
Other durable goods 201 221 266 240 207 170 154 162 &0
Nondurable goods____. 161 202 220 192 197 192 202 190 184
Shipments,index, totalf 260 261 087 281 286 269 268 v 247 r 221
Durable goods..._.___.._____ 572 354 364 382 389 361 356 320 r 261
Automobiles and equipment_____ 282 278 322 314 313 287 270 247 r182
Iron and steel and their products. 253 242 23 288 286 272 262 238 197
Nonferrous metals and products. . 267 275 303 295 310 288 217 232 r192
Electrical machinery......... 521 434 532 504 512 496 505 464 r 398
Other machinery__._____ 3%9 385 429 410 440 406 422 r 363 r 300
Transportation equipment 2,372 2,190 2,314 2,046 2,072 1,779 1,735 1,504 ) r1,190
Other durable goods 213 207 223 229 230 230 232 214 r 201
Nondurable goods... __.______ 168 196 213 210 215 206 207 196 1193
Chemicals and allied produet: 207 209 228 228 239 217 207 r 214 7 201
Food and kindred products. 216 212 224 214 219 208 217 T 221 T 209
Paper and allied produets.__.. 172 180 171 183 184 187 182 185 T 166 r 174
Products of petroleum and coal. 187 162 184 104 185 202 196 196 169 r 183
Rubber produets.. .. ... . ___.___________] 297 342 311 361 351 356 333 333 274 255
"Textile-mill products 184 189 159 176 198 189 196 188 198 154 165
Other nondurable 200d8._ ... . ... ______.... 181 189 i 189 196 180 200 205 203 203 192 r177 184

r Revised. # Preliminary.

*New serfes, Data beginning 1939 for the new scries under industrial production are shown on pp. 18 and 19 of the Decemboer 1943

1940-43 are shown on p. 24 of the February 1945 Survey; subsequent revisions in the 1942 data

tRevised series. Forrevisions for the indicated unadjusted indexes ard all s
Seasonal adjustment factors for a number of
various months from January 1939 to July 1942; data for these industri
indexes of new orders have been revised to include data for companies reporting net canceil
age month of 1939, and new weights used based on the assumption that the net
the February and March 1945 issues; data beginning 1939 for both series are

of the December 1943 issue,

available on request.

are available on request.
easonally adjusted indexes shown abeove for the industrial production series, see table 12 on pp. 18-20
industries incjuded in the industrial production series shown in the Survey have been fixed at 100 beginning
es are shewn only in the unadjusted series as the “adjusted” indexes are the semwe as the unadjusted. The
atiops, which are treated as a negative quantity, the base period has been shifted to the aver-

amounts of new orders and shipments wers in balance in 1939; the indexes of shipments were revised in

Survey. Indexes of munitions production for
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Unle‘sis gtberwise stated, statist]icafthronlxgh 1941 1944
an escriptive notes may be found in the Se . !
D- Octo- |Novem-| Decem-| Janu- | Febru- i1s
1942 Supplement to the Survey tember ber ber ber ary ary July | August
BUSINESS INDEXES--Continued
MANUFACTURERS’ ORDERS, SBIPMENTS,
AND INVENTORIES—Continued
Inventories:
Index, total.._. .avg. month 1939=100._ €6.0 172.4 172.0 170.8 1(8.4 1€6.9 165.7 r164.1 | r164.7
Dursble goods_..._c.oo.o.o.. _.-d 87.6 168. 8 167.1 194.6 192.3 169.6 188.7 r187.3 | 7185.8
Automobiles a ment_ ... .doo._. 3.2 2£9.8 220. 6 220, 2 232.5 228, 1 220, 9 r215.0  7171.4
Iron and stec} and their products ~do_... 24.7 27.& 126.3 124. 4 120. 8 117.9 116.1 121.2 .
Nonferrous metals and products® _do.... 48.5 148.6 148 146.7 148.1 145.0 145.9 r145.6 .9
Electrical machinery ... . o..... _do. 4.2 327.8 31%,6 320, 6 318.7 316.9 300.3 314.0 | 7304.0
Other machinery -.do._._ i 218.9 219.4 216.2 213.9 217.8 218.5 r209.5 1 r212.5
Transportation equipment (except automobiles)
avg, month 1939=100_. 807.0 805, 2 873.8 837.1 793.6 786.4 791.5 | r834.3
Other durable goodst. .. oo e e d 105.5 105, 9 1C€. 4 107.3 104. 4 105.1 102.1 | r101.5
Nondurable goods.._.....__..._.. 149.4 160.1 149.9 147.5 147.0 145. 6 r143.7{ r146.2
Chemicals and allied products._. 169, 2 1£6. 8 154.8 157.1 152, 1 151.8 r156.1 [ r159.0
Food and kindred products. . 187.0 188,23 184.7 173.6 164. 4 154. 4 r154.6 | r158.0
Paper and allied products._ 142.7 129,90 126.2 134.3 131.8 133.0 r140.0 } r144.5
Petrolevin refining. .. 109.7 110.9 130. 8 109.7 108, 1 108. 5 168.8 | 110.8
Rubber products__.. 174.3 174.3 176.1 1€9.6 170.6 176.7 183.3 182. 4
Textile-mill products.___._......._. 112.6 115.6 118.3 119.5 123.8 123.5 r118.1 1 r115.6
Other nondurable goods _.d0..._ 147.9 149.0 151.8 1£3.3 162.2 165.8 r186.3 161.4
Estimated value of manufacturers’ inventories*
mil. of. dol.. 16, 468 r 16, 307

17,139 | 17,100 | 16,973 | 16,787 | 16, 589

r 16, 369

BUSINESS POPULATION

OPERATING BUSINESSES AND BUSINESS
TURN-OVER*

(U. 8. Department of Commerce)

Operating businesses, total,end of guarter. .. thousands. - 2,843.0 3,007. 8 §ocamoia el -
Contract construction._.. 1202 | 122.4 . R -
Manufacturing.._... 224.7 224.3 |- - .
Wholesale trade_ 1un7 119.7 |- - -
Retail trade_...... 1,887.7 1,424.1 | . -
Service industries._. 562.1 572.9 |- . -
Allother _ . __ . ___.__. 521. 6 544.1 |- - -

New businesses, quarterly._..._. €0.0 103.3 |- - -

Discontinued businesses, quarterly. 40.9 38.8 |. . N

Business transfers, quarterly_ . ... ...._._...__ 41.8 89,8t

INDUSTRIAL AND COMMERCIAL FAILURES

(Dun and Bradstreet)

Grandtotal .. . . ... n 75 74 75 93 80 66 72 56
Commercial service. - 8 4 12 6 8 11 9 5
Construction_ .o 12 11 18 4 10 8 9 8
Manufacturing and mining. ... .oeao_.. 24 30 18 36 34 17 19 21
Retail trade__....... 26 25 21 36 26 26 30 17
Wholesale trade_ 4 6 11 2 4 5 5

Liabilities, grand tot 4,068 3,819 3,008 1,804 5,883 1, 567 3, 659 1,166
Commercial service. 43 1,663 2,622 809 &2 217
Construetion._._...._. 273 &0 482 41 855 241 1,135 186
Manufacturing and mining. ..o oooooeoeioeuens 3, 288 3, 521 513 1,076 2,128 301 1, 665 505
Retail trade. oo oo cimme e em e 156 116 254 142 468 133
‘Wholesale trade 188 19 235 235 24 64 309 35

BUSINESS INCORPORATIONS
New incorporations (4 states) e coe.o... number.. 1,159 1,460 1, 506 1,520 1,682 1,341 1,631 1,817
COMMODITY PRICES
PRICES RECEIVED BY FARMERS{

U. 8. Department of Agriculiure:

Combined indext...___ . . ... ... . 1908-14=100. . 192 104 196 200 201 180 206 204
(63 (1) o . S do-.-- 188 187 189 186 200 197 207 202
Food grain__.___.___ e O 155 164 165 167 169 169 169 167
Feed grain and hay_ e doo.o. 162 161 157 160 163 164 161 158
TODRCCO. o oo e do_... 358 357 368 364 365 360 364 367
Cotton.. e cemmcm e m e mm——— do..-. 170 171 168 168 163 161 171 172
Fruit. .. _ e me e m————— [ 206 205 195 206 205 211 237 214
TrUCK CrODS. oo e meeeemns do.... 166 153 188 228 262 223 244 240
Oil-bearing crops. .- ..ol do__ .. 07 211 215 215 214 215 221 215
Livestock and produets...o..._oo.o.o..._..__ do.... 196 169 202 202 202 201 205 206
Meat animals. .. ool do.--. 200 201 200 198 203 209 215 212
Dairy produets_. ..o oo do... 198 201 203 203 202 200 192 185
Poultry 8nQ egesS_ecvoecoeeiiaeciaoan do... 179 190 207 211 109 183 197 207
COST OF LIVING

National Industrial Conference Board:§

Combined index. 1923=100.. 106.2 105.0 105.0 105.3 105.7 105.7 105.5 105. 8 106.9 106. 6
Clothing 24.6 93.2 03.6 93.9 4.0 94.2 94,3 $4. 8 94. 6 94.6
112.9 111.3 110.8 111 12,3 12,1 111.2 111.6 114.9 113.9

97.4 95.8 95.8 95.8 95.8 95.8 66,1 46.0 07.3 97.5

1.0 90.9 91.0 910 910 91.0 91.0 61.0 91.0 91.0

115.3 113.8 114.2 114.6 114.8 114. 9 115.1 115.3 115.3 115.4

r Revised.  » Preliminary,

§Beginning in the April 1945 Survey, indexes are computed with fixed budget weights; the wartime budget weights used in computing indexes shown in the June 1943 to March

1945 issties have been discontinued, as indexes computed with these variable weights differed only slightly {rom those with fixed budget weights.

*New series. Data for inventories of nonferrous Imetals and their proatets were included in the “other durable goods’™ index as shown 1o the Survey prior to the May 1943 issue;

revised figures for the latter series and the index for nonferrous metals beginning December 1938 are available on request.
1938-42, see p. 7 of the June 1942 Survey and p. 5-2 of the May 1943 issue.

3 For the estimated value of manufacturers’ inventories for
For earlier figures for the series on operating businesses and business turn-bver and a description of the

data, see pp. 8-14 and 20 of May 1944 Survey, pp. 7-13 of July 1944 issue, and pp. 18 and 16 of May 1945 issue; these issues provide more detailed figures than those above.

t The indexes of prices received by farmers are shown on a revised basis beginning in the March 1944 Survey; revised data beginning 1913 will be published in a subsequent
issue. Data for October 15, 1945, are as follows: Total, 199; crops, 196; feod grain, 175; {eed grain and hay, 160; tobacco, 373; cotton, 180; fruit, 219; truck crops, 181; oil-bearing crops,
210; livestock and produets, 202; meat animals, 202; dairy products, 199; poultry and eggs, 204. See note marked “*”’ in regard to revision of the index of inventories of “Other

durable goods’ industries,
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Unless otherwise stuved, statistics through 1941 ’

Octo-
ber

Novem-
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)
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'

COMMODITY PRICES—Continued

) ; ;
COST OF LIVING-Continued ‘ i : |
7. 8, Department of Laber:
Combiged INAEXS o n o eeem e mee 1935-89=100..{ 128.9 126. 5 126.5 126.6 127.0 1927.1 126.9 126.8 127.1 128.1 129.0 129.4 | r129.3
OV BEDE « e e e e oot do._..| 1482 141. 4 141. 9 142.1 142.8 143.0 143.3 143.7 144.1 144.6 145.4 | 1459 r146.4
FOOA e e et emrme e do.... 139.4 137,0 136. 4 1236.5 137.4 137.3 136.5 135.9 136. 6 138.8 141.1 141.7 140. 9
Fuel, electricity, and jee. oo oo omimmemians do....| 1071 10081 100.8% 109.91 109.4 109.7 | 1100} 1100} 1096 ! 110.0| 110.0 111.2 1114
Housefurnishings - ..o veooomionm e cvicanaas do....| 146.8 140.7 141.4 141.7 143.0 143.6 144.0 144.5 144. 9 145.4 145.8 | r145.6 | r146.¢
RO e e e o oo e e mmmemmn do_._.j 108.3 108. 2 )] ! 1108.3 (63} o 1108.3 (1) [O) 1108.3 ( (h
MiSCellAneOUS . oo ce e ccccic e enammaas do.... 124.6 122.4 122.8 122.9 123.1 123.3 123.4 123.6 123.8 123.9 124.0 ] r124.3 ) 71245
RETAIL PRICES
U. 8. Department of Commerce:
All conln)modities. index®. ..o 1935-39=100..] 142.0 138.9 138.8 139.0 139.6 139.7 139.6 139.6 139.9 1 r141.0 1