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the BUSINESS SITUATION

REAL GNP increased at an annual
rate of 4 percent in the fourth quarter
of 1977, compared with 5 percent in
the third (table 1).! A much larger
increase of final sales than in the third
quarter—7 percent compared with 4%
percent—was more than offset by a
swing in the rate of real inventory
accumulation. After a $2%% billion (an-
nual rate) step-up, inventory accumula-
tion fell $8 billion, from $15% billion in
the third quarter to $7% billion in the
fourth (chart 1).

1. These preliminary (15-day) estimates are based on the
following major data sources: For personal consumption ex-
penditures (PCE), retail sales, and unit auto and truck sales
through December; for nonresidential fired investment, the
same information for autos and trucks, manufacturers’ ship-
ments of equipment for October and November, construction
put in place for October and November, and investment
plans for the quarter; for residential investment, construction
put in place for October and November, and housing starts
for October and November; for change in business inventories,
October and November book values for manufacturing and
trade, and unit auto inventories through December; for net
exports of goods and services, merchandise trade for October
and November, and fragmentary information on investment
income for the quarter; for government purchases of goods and
services, Federal unified budget outlays for October and
November, State and local construction put in place for
October and November, and State and local employment
through December; and for GNP prices, the Consumer
Price Index for October and November, and the Wholesale
Price Index through December. Some of these source data
are subject to revision.

Real personal consumption expendi-
tures (PCE) and fixed investment in-
creased substantially more than in the
third quarter—7% percent and 11 per-
cent at annual rates. Government pur-
chases increased 4 percent, somewhat
less than in the third quarter, and net
exports declined. If net exports are ex-
cluded from final sales to derive a meas-
ure of domestic sales, the increase of
7Y% percent—and also the acceleration,
from 3% percent in the third quarter—
was larger than in total final sales.

Prices.—The rate of increase in
GNP prices accelerated in the fourth
quarter as shown by each of the three
commonly used measures—the im-
plicit price deflator, the chain price
index, and the fixed-weighted price
index. The fixed-weighted price index
increased 6 percent (annual rate) com-
pared with 5 percent in the third
quarter (table 2). Most of the step-up
was traceable to domestic nonbusiness
production—that is, gross product origi-
nating in households and institutions
and in government. Compensation of
employees is used to measure the prices
of these two types of nonbusiness pro-

duction. A pay raise for Federal Govern-
ment employees contributed about 0.8
percentage points to the acceleration of
GNP prices, and an unusually large
increase in the average earnings of the
employees of households and institu-
tions contributed the remainder. Prices
of gross business product increased
about 5 percent in both quarters. An
acceleration in prices of capital goods
purchased by private investors and
government was offset by a decelera-
tion in prices of PCE.

The deceleration in prices of PCE
was largely due to prices of services;
gas and electricity prices increased
substantially less in the fourth quarter
than in the third. Prices of nondurable
goods increased a little less than in the
third quarter—3 percent (annual rate)
compared with 3% percent. A major
factor in the deceleration was food
prices, which increased 1% percent
compared with 2% percent in the
third quarter. A sharp acceleration in
gasoline prices was a partial offset.
Prices of durable goods accelerated,
from 2 percent to 4% percent, mainly
due to the prices of new cars. The

Table 1.—~Gross National Product in Current and Constant Dollars, 1977

[Quarters at seasonally adjusted annual rates]

Current dollars Constant (1972) dollars
Billions of dollars Percent change from
preceding period
Year I II IT v Year I I I v Year I I I v
Gross national product. . ... ______ 1,890.4 | 1,810,8 ,869.9 1 1,915.9 | 1,965.1 1,337.6 | 1,311.0 | 1,330.7 | 1,347.4 | 1,361.4 4.9 7.5 6.2 5.1 4.2
Final sales_ .. .. ... ... 1,872.7 1,797.0 1,848.2 1,892.2 1,953. 2 1,326.1 1,301.2 ) 1,317.5 ) 1,331.8 | 1,353.8 4.7 3.8 5.1 4.4 6.8
Change in business inventories_____ 17.8 13.8 21.7 23.6 11.9 11.6 9.7 13.2 15.7 [ BN PR PR WP PRPRRRIN (PR
Less: Rest-of-the-world product.__._. 17.5 17.6 18.4 17.7 16.3 7.4 7.7 7.9 7.4 6.6 10.4 96.7 10.9 —25.3] —35.3
Equals: Gross domestic product 1,872.9 | 1,793,2 | 1,851.4; 1,898.2 | 1,948.8 1,330.2 | 1,303.3 1,322,8 | 1,340.1 | 1,354.8 4.9 7.2 6.1 5.3 4.5
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acceleration of new car prices reflected
smaller dealer discounts in the fourth

quarter.

The effect of the smaller

discounts was partly offset by the fact
that the 1978 model cars, which carry
higher prices than the 1977 model

cars,

accounted for a smaller share

of fourth-quarter sales than was typical

of earlier years.

Employment and unemployment.—As
measured by the household survey,
employment increased 1.2 million in
the fourth quarter, twice as much as in
the third (table 3). The civilian labor
force also increased much more than in
the third quarter, as the labor force
participation rate increased sharply—
0.5 percentage points—after having
shown no change in the third quarter.

Unemployment and the

unemploy-

ment rate declined, the latter from 6.9
to 6.6 percent. These figures incorporate
the annual revisions made by the
Bureau of Labor Statistics to update
seasonal adjustment factors. The re-
vised figures show that the official
measure of the unemployment rate
declined steadily in the quarters of
1977. Two measures of the unemploy-
ment rate that are based on alternative
seasonal adjustment procedures—the
all-additive and the stable 1967-73
procedures—showed similar declines.

Increases in employment as measured
by the establishment survey were
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smoother than those in the household
survey—0.6 million in the fourth
quarter and 0.7 million in the third.
(The short-term changes in employ-
ment shown by the establishment sur-
vey are generally regarded to be more
reliable.) The increase in goods-pro-
ducing industries was about the same
in both quarters. Fourth-quarter em-
ployment was held down by strikes in
mining and in aircraft production;
other manufacturing industries as a
whole picked up. In service-producing
industries, a deceleration was traceable
to trade, services, and government.
State and local public service jobs con-
tinued to account for most of the in-
crease in government employment.
Average weekly hours were up 0.1, to
36.1, after having dropped 0.2 in the
third quarter.

Productivity and costs.—In contrast
to GNP, real gross product in nonfarm
business other than housing increased
only a little less than in the third
quarter (table 4). The difference in the
deceleration of the two output measures
is partly due to components that are
included in GNP but not in this out-
put measure—nonbusiness production,
farming, and housing—and partly due
to measurement errors in the three
independent estimates of GNP—the
sums of final product, of incomes, and
of industry products—that are used in
estimating output for this table.

Table 2.—Fixed-Weighted Price Indexes, 1977

[Quarters are seasonally adjusted]

FIXED INVESTMENT

.. Residential

GOVERNMENT PURCHASES I

[

S T N I TN 1O N Y N N O A |
1974 1975 1976 1977

Seasonally Adjusted at Annual Rates
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Index numbers (1972=100) Percent change from preceding
veriod (quarters at annual rate)
Year I i1 111 v Year I II III v
Gross national product__.._._......____ 143.2 | 139.9 | 142,3 | 144,0 | 146.1 6.1 7.1 7.0 4.8 6.1
Less: Change in business inven-
[ 76 9 1= TSV FPIPIPN PIPUIPRY FOUUIPN AU PSPPI AR IPUIIN NFORPIN SORRRUPN PRRPRUPII SN
Equals: Finalsales________.__________ 143.1 | 139.8 | 142,2 | 143,9 | 146.0 6.1 7.1 7.0 4,9 6.1
Less: Exports_ ... ... ... 181.8 | 177.8 | 182.6 | 182.6 | 182.7 5.5 3.9 1.2 -1 .3
Plus: Imports.___.__.._.._....._... 199.2 | 194.5 | 198.7 | 202.7 | 205.2 7.6 8.3 8.8 8.3 5.0
Equals: Final sales less exports plus
imports_. ... ... 144,3 | 140 | 143.3 | 145.3 | 147.6 6.3 7.4 6.9 5.6 6.5
Personal consumption expendi-
138.6 | 1409 1428 | 144.4 5.7 7.0 6.8 5.4 4.7
144.0 | 147.3 | 148.2 | 148.8 4.0 7.0 9.5 2.4 1.6
176.2 | 180.2 | 183.3 | 186.2 8.8 8.1 9.5 7.2 6.3
Other personal consumption ex-
penditures. .. .._......._....... 126.5 | 133.6 | 135.4 | 137.5| 139.3 5.9 6.8 5.6 6.1 5.4
Other 148.8 | 144.9 | 147.4 | 149.5 | 152.9 7.2 8.2 7.0 5.9 9.5
Nonresidential structures_.......| 157.5 | 153.7 [ 156.8 | 158.4 { 160.9 6.2 8.4 8.3 4.2 6.6
Producers’ durable equipment___{ 144.0 | 140.83 | 142.4 | 144.9 ] 148.0 6.1 4.8 6.3 7.1 9.0
Residential ___.______.____.._____. 159.7 | 153.6 | 157.4 | 160.7 | 166.4 12,1 17.8 10.5 8.7 14.9
Government purchases..._._.__.._ 146,0 | 142.7 [ 144.8 | 146.6 | 149.7 6.5 6.8 6.1 5.1 8.8

1. Gasoline and oil, fuel oil and coal, electricity, and gas.
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Table 3.—Selected Labor Market Series
[Seasonally adjusted]

Levels Change from preceding quarter
1976 1977 1977
v I I 111 v I I 111 v
Household survey
Civilian laber force (millions) 96,2 97.2 97.6 98,6 0.6 0.9 0.4 1.1
Employment__...___.____ 89.1 90.3 90.8 92.1 .9 1.2 .6 1.2
Unemployment 7.2 6.9 6.7 6.6 -.3 -.3 -2 -2
Unemployment rate (percent):
Cial- - ol 7.8 7.4 7.1 6.9 6.6 —.4 -.3 -2 -.3
All additive !__ 7.8 7.5 7.0 7.0 6.7 —.3 -5 0 -.3
Stable 1967-73 ! 7.8 7.5 7.1 6.8 6.7 -.3 —.4 —.3 —-.1
Civilian labor force participation rate (percent).| 61,8 61.9 62,2 62,2 62.7 1 .3 0 .5
Establishment survey
Employment (millions) 80,1 80.9 81.9 82,5 83.2 8 .9 N .6
Goods-producing._ o 23.5 23.8 24.3 24,4 24.5 3 .5 .1 .1
Service-producing . 56.7 57.1 57.6 58.2 58.7 5 .5 .6 5
Average weekly hours: private nonfarm
ChOUrS) | 36,2 | 361| 362 30| 361 —.1 1) —.2 1
1. Quarterly rates are averages of monthly rates.
Source: Bureau of Labor Statistics.
The quarterly changes in gross because it is based largely on common

product, hours, and compensation, and
also in their quotients, are especially
difficult to interpret because of errors in
timing and problems in seasonal adjust-
ment. In particular, the gross product
and hours series do not seem to be well
synchronized. The increase in hours in
the fourth quarter, which followed little
change in the third, largely reflected the
increase in employment. In conjunction
with gross product, it resulted in a
215 percent annual rate of increase in
productivity in the fourth quarter,
compared with 5 percent in the third.
Compensation per hour is smoother,

data sources for hours. It increased 8
percent in the fourth quarter, compared
with 8% percent in the third. Unit labor
cost increased 6 percent, substantially
more than the unusually low rate of
increase of 3% percent registered in the
third quarter. The movement of unit
labor cost reflects the deficiencies of the
productivity series. '

Personal consumption and income

Real PCE in the fourth quarter in-
creased at an annual rate of 7Y% per-
cent, compared with 3 percent shown
by the 75-day estimate for the third

3

Table 4.—Real Gross Product, Hours, and
Compensation in the Business Economy
Other Than Farm and Housing, 1977

[Percent change from preceding period, quarters at seasonally
adjusted annual rates]

Year | 1 II | IIX | IV

Real gross product 6.0 9.71 9.0 4.8 4.5

ours__....__..._.. 3.5) 50)] 83| —.1 2.1
Compensation. . 12,7 [ 16.3 | 16.3 | 85| 10.6
Real gross product per

hour_ .. . _______. 2.4 4.4 .61 4.8 2.0
Compensation per hour_.| 8.9 {10.8| 7.4 | 8.6 7.9
Unit labor cost_._...._._. 6.3 61] 67! 3.5 5.8

quarter (table 5). The 45-day estimate
of the increase had been 2 percent. The
75-day estimate incorporated a non-
routine revision in the Census Bureau
retail sales series, which underlies much
of the goods component of PCE; the
revision in this series was discussed in
last month’s SurvEy oF CURRENT
BusiNgss.

The step-up in the fourth quarter
was in goods (chart 2). In contrast, the
increase in services was smaller than
in the third quarter; the deceleration
was largely in electricity. In durable
goods, motor vehicles and parts in-
creased substantially. Purchases of
trucks were the main factor; purchases
of new automobiles were unchanged.
In the third quarter, trucks and new
automobiles had both declined—trucks
a little, and new automobiles sharply.
The other major categories of dura-
bles—furniture and equipment, and
“other”’—increased more in the fourth
quarter than in the third.

Table 5.—~Personal Consumption Expenditures in Current and Constant Dolllars, 1977

[Quarters at seasonally adjusted annual rates]

Current dollars l Constant (1972) dollars
Billions of dollars Percent change from
preceding period
Year I I IIX v } Year 1 11 111 v Year I II III v
Personal consumption expenditures_._| 1,210,1 | 1,172,4 | 1,194,0 | 1,218,9 | 1,255.3 860.3 850, 4 854,1 8604 876.4 4.8 5.1 18 3.8 7.6
Durables__ ... ... 179, 4 177.0 178.6 177.6 184.6 138.0 136, 9 137.9 136.5 140.8 8.3 20.2 3.0 -39 13.0
Motor vehicles and parts. . - 83.8 85.3 84.5 81.2 84.1 61.2 62.7 62.1 59.38 60.8 9.9 49.4 —3.4{ —16.8 10.0
Other durables...__...._. - 95.7 91.7 94.1 96. 4 100. 5 76.8 74.2 7.8 77.2 80.0 7.0 1.0 8.5 7.8 15.3
480.1 466, 6 474.4 481.8 497.7 333.3 329.7 330,0 332.5 340, 9 3.6 .3 .3 3.0 10,5
246.3 237.9 244.8 248.3 254.2 167. 6 165. 4 166. 4 167.6 170.9 4.9 3.6 2.4 3.1 8.0
57.7 57.8 56.7 56.6 59.8 3L.2 3L.8 30.7 20.5 3L.6 11 1.0 | ~12.7 —2.2 14.6
176.1 170.9 173.0 177.0 183.7 134.5 132.6 132.9 134.3 138.4 2.6 ~3.7 1.0 4.2 12.7
550, 6 528,8 1.1 559.5 572.9 389,0 383.8 386.3 391.4 394,7 4.5 4.4 2.7 5.4 3.4
Energy 2. . ... 39.4 38.7 36.1 41.0 41.7 23.2 23.6 217 23.6 23.8 7.3 391 —28.6. 414 2.6
Other services..........._._....._ 511.2 490.1 505.0 518.6 531.2 365. 9 360. 2 364. 6 367.8 370.9 4.3 4.4 5.0 3.5 3.5

1. Gasoline and oil, and fuel oil and coal.
2. Electricity and gas.
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Table 6.—~Personal Income, 1977

[Change from preceding quarter; billions of dollars, season-
ally adjusted at annual rates}

I II III v
Personal income._._.________ 44.6 | 40.4 | 32,6 50,7
Wage and salary disburse-
ments._.........._____. 28.1 20.6 | 18.0 28.2
Manufacturing - ..______. 10.3 | 10.5 4.1 7.5
Other commodity-pro-
ducing. .____.__._____._. 1.0 5.9 15 1.2
Distributive_.___________ 8.1 6.0 3.9 6.3
Servieces_.._._........__. 6.3 4.7 5.1 6.9
Government and gov-
ernment enterprises.___ 2.3 2.4 3.4 6.3
Farm proprietors’ income_.| 4.1 | —1.0 [ —4.2 6.6
Transfer payments.._.___._{ 55| —.6 5.7 3.8
Other-._ ... __...____. 6.9 12.3 13.1 12,1

In nondurable goods, the annual rate
of real increase in the fourth quarter
was 10% percent, compared with 3 per-
cent in the third. PCE on food increased
8 percent, on clothing and shoes 20 per-
cent, and on energy 14} percent; these
increases seem unsustainable.

Personal income increased $50% bil-
lion (annual rate) in the fourth quar-
ter—the largest increase in the current
expansion and $18 billion more than the
third-quarter increase (table 6). Wage
and salary disbursements and farm
proprietors’ income more than ac-
counted for the acceleration. Transfer
payments increased about $2 billion
less than in the third quarter, when
there had been a $5 billion cost-of-
living adjustment to social security
benefit payments.

Wages and salaries increased $10
billion more than in the third quarter.
In manufacturing, most of the $3%
billion acceleration was due to employ-
ment and a recovery in average hours.
The $%% billion deceleration in other
commodity-producing industries re-
flected the coal strike. A recovery in
average hours also was a factor in the
distributive industries, where there was
a $2% billion acceleration in wages and
salaries, and in the service industries,
where there was a $2 billion accelera-
tion. The pay raise for Federal civilian
and military personnel more than
accounted for a $3 billion accelera-
tion in government and government
enterprises.

Farm proprietors’ income increased
$6) billion, after a decline of $4 bil-
lion in the third quarter. Deficiency pay-
ments on the target-price provisions of
wheat under the Food and Agriculture

January 1978

Act of 1977 accounted for $2)4 billion
of the fourth-quarter increase. The
remainder of the swing was traceable
to changes in cash receipts that were
were only partly offset by changes in
production expenses. Largely reflect-
ing crop prices, receipts had declined
sharply in the third quarter and made
a partial recovery in the fourth.

The increase in personal taxes in the
fourth quarter was much larger than
in the third—$8}% billion (annual rate)
compared with $1% billion (table 7).
Most of the step-up was in Federal in-
dividual income taxes, which increased
$7 billion, after no change in the third

IR CHART 3

Disposable Personal Income, Personal
Qutlays, and Personal Saving Rate

Biltion $ (Ratio scale)

1,500

DISPOSABLE PERSONAL INCOME

Current $

1,200 - -
1,000 ~
900 "ﬁ\/\/—'\/_
800~ —
ool 1t b v v 4o vy 4o
1,500

PERSONAL OUTLAYS
1,200 |- Current § .
1,000 - -
900 |- \
800 _/
7ool 1 v+ b oyov o9 1oy by

Seasonally Adjusted at Annual Rates
Percent

10| PERSONAL SAVING RATEX

2 NSO U N OO N N N T T Y
1974 1975 1976
Seasonally Adjusted
* Personal saving as a percentage of disposable personal income.
Department of Commerce, Bureau of Economic Analysis

!
1977

u.

@

7813



January 1978

Table 7.—Personal Tax and Nontax
Payments, 1977

[Change from preceding quarter; billions of dollars, seasonally
adjusted at annual rates]

T II I v
Personal tax and nontax

payments. . ... ......._.__ 14,9 0.4 L3 8.5
Federal ...._...._..._.._._. 129 | —1.4 0 6.9
Impact of legislation.____ 511 —-80 | -39 1.2

Estate and gift taxes___ 56| —6.9 0 0
Income taxes___________ -5 =20 -39 1.2
Other_....__._.._..._._. 7.8 6.6 3.9 5.7
State and local .____________ 1.9 1.8 1.3 1.6

quarter. The increase in third-quarter
income taxes had been held down $4 bil-
lion by legislated changes—mainly the
full impact on withholdings of the in-
crease in the standard deduction that
became effective June 1, changes in sick
pay provisions, and the job credit.
The absence of the reduction due to the
changes in sick pay provisions, which
had involved a one-time refund in the
third quarter, added $1 billion to the
increase in income taxes in the fourth
quarter.

Disposable personal income—personal
income less personal taxes—increased
$42 billion (13} percent) compared with
$31% billion (10 percent) in the third
quarter. Reflecting the deceleration in
prices of PCE, real disposable income
increased much more relative to the
third quarter—8Y% percent compared
with 4} percent. PCE and other per-
sonal outlays increased a little less than
disposable income, and the rate of per-
sonal saving edged up from 5.5 to 5.7
percent (chart 3).

The fourth-quarter increase in real
PCE was quite large in historical per-
spective. Among the major factors that

SURVEY OF CURRENT BUSINESS

helps to explain its size were the large
increases in wages and salaries, and in
farm proprietors’ income. Another is
the deceleration of PCE prices, which
added to real disposable income; the
fourth-quarter increase in these prices
was moderate compared with recent
experience. None of these factors is
likely to operate in the first quarter of
1978, and the increase in disposable
income will be further limited by in-
creases in contributions for social secu-
rity. As a result, it is likely that real
PCE will increase much less in the first
quarter of 1978 than it did in the fourth
quarter of 1977.

Investment

Fized <investment.—Real residential
investment increased at an annual rate
of 17 percent in the fourth quarter,
after having been flat in the third
(table 8). The increase was in construc-
tion of single-family units; construction
of multifamily wunits showed little
change. The housing recovery, carried
by strength in single-family units, has
exceeded general expectations. Single-
family starts, which averaged 1.57
million units in the fourth quarter, were
above their previous cyclical peak in
late 1972. The recovery of multifamily
units, which has not been complete, has
fallen short of expectations.

Real nonresidential investment in-
creased at an annual rate of 8% percent,
more than double that in the third
quarter. Investment in structures in-
creased 6)% percent—about the same as
in the third quarter, and about equal
the average of the first- and second-
quarter changes when construction was

5
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affected by cold weather. Producers’
durable equipment increased much
more than in the third quarter. The
acceleration—from 2% to 9 percent—
was entirely due to purchases of motor
vehicles (mainly trucks), which had
declined in the third quarter and
mcreased in the fourth. Purchases of
other producers’ durables showed a
weak increase in the fourth quarter
after a strong one in the third.

Chart 4 shows, for the period 1973-
75, the components of real nonresi-
dential fixed investment that are shown
in table 8. The components are indexed
to the first quarter of 1975, when GNP
fell to its cyclical low. (This is also the

Table 8.—Fixed Investment in Current and Constant Dollars, 1977

[Quarters at seasonally adjusted annual rates)

Current dollars Constant (1972) dollars
Billions of dollars Percent ghange'from
preceding period
Year I 11 jns v Year 1 11 jass v Year ’ 1 I I v
Fixed investment_____.__...___._..___. 276.6 258, 0 2713.2 280, 0 295,1 184,0 177.0 184,0 185.1 190,0 | 119 14,7 16.8 2.5 11.0
Nonresidential...........___________ 185.6 177.0 182.4 187.5 195.5 127.1 124.3 126.4 127.6 130.2 8.9 19.0 7.0 3.9 8.4
Structures......_..____._..... . 61.6 57.9 61.0 62.6 64.9 38.4 37.0 38.2 38.9 39.6 3.6 —3.5 14.7 7.3 6.7
Producers’ durable equipment.._. 124.0 119.2 121.4 124.9 130.7 88.7 87.3 88.1 88.7 90.7 1.3 30.5 3.9 2.5 9.2
Autos, trucks, and buses._.__.__ 30.3 29.2 29.9 29.3 32.8 23.6 23.4 23.7 22,9 24.3 | 23.6! 1284 6.0 | —13.3 26.9
Other ... ... 93.7 90.0 915 95.6 97.9 65.1 62.9 64.4 65.8 66.3 7.4 8.2 3.1 8.8 3.5
Residential . _____________________ 90.9 81.0 90.8 92.5 99.5 56.6 52.7 57.6 57.5 50.8 19.1 5.4 42.6 -7 16.9
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Table 9.—Net Exports of Goods and Services in Current and Constant Dollars, 1977

[Quarters at seasonally adjusted annual rates]

Current dollars Constant (1972) dollars
Billions of dollars Percent change from
preceding period
Year I ' 11 I III l v Year 1 1T I v Year I I 1 v
Net exports of goods and services.____ —9.0 -8.2 -9.7 -7.5 —10.8 10,7 10,6 9.4 12,2 30,6 | e
EXPOrtS. -« oo, 175.6 170.4 178.1 179.9 174.3 98.0 96.9 9.5 99.8 96.8 2.3 0 7.0 5.5| —1L5
Merchandise_-_. o 12002 1u7.9 122.1 123.2 17.7 68.0 67.9 68.3 69.4 66.6 5| —4.2 2.0 6.8 | —15.4
Agricultural._ 24.0 24.5 26.7 24.0 b2+ XNt I 1 RPN [EORRRUDROIN [RSORIONSUIEY PP FIPUS I SR FUSSUIPUIPUN IS P AU
96. 2 93.4 95. 4 99.2 b1 30 2 | DA SR (PR DR NP FURIPN SR SO R P
55.4 52.5 56. 0 56.7 56. 5 30.0 28.9 30.2 30.4 30.3 6.8 10.6 19.3 2.4 -2.1
Tmports. . ... 184.7 178.6 187.7 187.4 185.1 87.3 86.3 89.1 87.6 86.2 9.4 16.5 13.9 —68.7 —6.0
Merchandise. .. 150.5 145.8 153.3 153.4 149.5 67.6 66. 9 69. 2 68.2 66. 1 1.1 22.8 14. 4 —6.0 —11.6
Petroleum.___._. 45.2 44.8 47.0 45.6 L% 2 | D (U FUNINRIUPUN AN SRS U RSURIURIIN SRS NS SO
Nonpetroleum._ . 105.2 101.0 106. 3 107.8 105.9 || e oo e e
Other_ . ... 34.2 32.8 34.5 31.0 35.6 19.7 19.3 19.9 19.4 20.2 4.0 —2.4 11.8 -9.2 15.9

quarter into which the National Bureau
of Economic Research placed its cycli-
cal reference trough.) The chart brings
out that all three components of fixed
investment—structures, motor vehicles,
and other producers’ durable equip-
ment—fell sharply during the recession.
The recovery in structures was weak
through 1976, but subsequently, as
mentioned above, proceeded at an
annual rate of 7 percent. Structures
remain far below their previous peak.
Other producers’ durable equipment
also remains below its previous peak,
despite increasing 7 percent at an
annual rate since its low in the fourth
quarter of 1975. In contrast, a prompt
and sharp increase in motor vehicles
resulted in their complete recovery by
early 1977.

The outlook for plant and equipment
expenditures is discussed later in this
issue. The BEA plant and equipment
survey for 1978 indicates a smaller
increase in business investment plans
than the 1977 increase in investment
expenditures.

Inventories.—Real inventory invest-
ment was at an annual rate of $7%
billion in the fourth quarter, compared
with $15% billion in the third. The
$8 billion deceleration was traceable
mainly to retail trade other than autos,
and to nondurables manufacturing. In
the latter, inventory investment had
been stepped up in the second quarter
and in the third quarter continued at
the high second-quarter rate. In retail
trade other than autos, inventory
investment had been heavy in the third
quarter. The deceleration in the fourth
quarter may have reflected the strong
increase in demand for consumer goods.

Retail auto inventories were the
only major component of inventory
investment that was higher in the
fourth quarter than in the third. The
fourth-quarter increase in accumulation
was concentrated in the new downsized
intermediate models, which had been
in short supply at the beginning of
the fourth quarter. Overall, the in-
ventory-sales ratio for domestic cars
rose to 2.4—far higher than the 2.0

that is considered normal. The high
ratio primarily reflected excess stocks
of models produced by the smaller
manufacturers,

Net exports and government
purchases

Net exports of goods and services in
recent months were affected by the dock
strike. Anticipation of the dock strike
was a factor in the September increase
in merchandise exports. In October and
November, both exports and imports
were distorted, but it is impossible at
this time to disentangle the effects of
the strike. When the source data for
December become available, the pic-
ture will probably become clearer. The
real net export estimate of $10% billion
(annual rate) incorporated in table 9
is based on the assumption that both
merchandise exports and imports will
increase in December—exports much
more sharply than imports—and that
there will be a large temporary improve-
ment in the merchandise trade balance.
A drop of petroleum imports from their

Table 10.~Government Purchases of Goods and Services in Current and Constant Dollars, 1977

[Quarters at seasonally adjusted annual rates]

Current dollars

Constant (1972) dollars

Billions of dollars Percent change from
preceding period
Year l I ' II I III I v ] Year I II IIT v Year I II I v
Government purchases of goods and
services .. .________________________ 395.0 374.9 390.6 400.9 113.6 2711 263.3 270,0 274.0 276.8 25| —L9| 10.6 6.1 4.1
145.4 136.3 143.6 148.1 153.8 101.4 97.0 101 1 103.3 104.1 5.0 -3 18.2 8.9 2.9
94.3 89,7 93.4 95, 6 L7300 20 | PR INSRNURRE SPRIODUIN FUIUIUUUPIN TP I FUIIPUIIPN DU IRUpII, FEpSap
51.1 46.7 50.2 52.5 £ ;32 | (RN DRURNNRURIORN SASRPSIUIUIN DRSNS PRRPIRPPIURUR URIPSIUIPIN FUNIPUIPIEE FUSIPRN PRI PR
Stateand local..._..._________..___. 249.5 238.5 247.0 252.9 259.8 169.7 166.4 168.9 170.7 172.8 L1 —-2.8 6.3 4.4 1.9
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high November rate will contribute to
that improvement.
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Table 11.—Federal Government Receipts and Expenditures, NIPA Basis

[Billions of dollars; seasonally adjusted at annual rates]

price support operations

Real government purch:smses increased Change from preceding quarter
4 percent (annual rate) in the fourth 1977
quarter (table 10). The increase was 1977
somewhat less than in the third quarter. I a | m | o L o | om | 1w
State and local government purchases
were up slightly more, as construction Receipts........ ... 3649 | s7i.2] s73.2| na| 204| 63| 20| na
strengthened. Federal purchases in-  personat tax and nontax receipts..................... 170.0 | 168.6 | 168.6 | 175.5| 129| —1.4| 0 6.9
. . Corporate profits tax aceruals.__..._ ... ... 55.4 50.9 59.5 n.a. .3 4.5 —.4 n.a.
creased less than in the third quarter.  iIndicect business tax and noniax accrusls.. 42| 206| 254| 953| i 1 - R
Contributions for social insurance.__.___..__.__..___. 1154 | 1181 | 119.7 | 122.4 7.0 2.7 1.6 2.7
Defense purchases were flat after a
. . . Expenditures. ________ ... 403.7 | 411,5 | 432,1 | 446.7 3.3 7.8 20.6 14.6
large increase in the third quarter. s and 56 ool s
. . . Purchases of goods and services_._.__._.__.______..__. 36.3 | 143. 148.1 { 153.8 2.1 7.3 4.5 5.7
Commodity Credit Corporation (CCC) National defense.... ... ............._._.... 80.7| 93.4| 95.6| es6| 13| 37| 22 3.0
. Nondefense.._._ .. ... ... 46.7 50.2 52.5 55. 2 .9 3.5 2.3 2.7
Contlnued Transfer payments_ . ... ....__...__. 170.7 | 169.3 | 174.8 | 177.6 4.4 —1.4 5.5 2.8
. . Grants-in-aid to State and local governments_ .- 62.0 63. 6 72.7 72.2 -3.5 1.6 9,1 —.5
high; operations to support corn were  Net interest paid....... ... oo 286 | 21| 204 30,0 1 5 3 1.5
. . Subsidies less current surplus of government enter-
up, and those involving wheat were re- DEISOS. onn oo oe oo 61{ 59| 72| 123 a| o—2| n3| s
duced as market prices rose above sup- Surplus or deficit (—), national income and
product accounts._.__ ... ... __....... —38,8 | —40,3 | —58.9 n.a 17,1 —1.5| ~18,6 na

port levels.

Reflecting in part the $3% billion
(annual rate) pay raise of Federal
employees, Federal purchases in cur-
rent dollars increased $5% billion in the
fourth quarter, compared with $4%
billion in the third (table 11). Net
interest paid and subsidies less current
surplus of government enterprises also
increased more than in the third
quarter. The fourth-quarter increase in
the latter was $5 billion, and mainly

n.a. Not available.

reflected wheat deficiency payments
and a higher CCC operating deficit.
In contrast, grants-in-aid to State and
local governments decreased slightly
in the fourth quarter, after an extraordi-
nary increase of $9 billion in the third.
As noted earlier, receipts of personal
taxes increased $7 billion, after having
shown no change in the third quarter.

Estimates of corporate profits tax
accruals for the fourth quarter are not
yet available. However, if—as seems
likely—corporate profits before tax
increased, the Federal deficit on a
national income and product accounts
basis will not be very different from the
$59 billion deficit registered in the
third quarter.

>
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NATIONAL INCOME AND PRODUCT TABLES

1976

1977 »

1976

1977 1976 1977

IIx

v

I III Ive 1976 | 1977 » I v I II III Ive

Seasonally adjusted at annual rates

Seasonally adjusted at annual rates

Billions of current dollars Billions of 1972 dollars

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

Gross nationalproduct._.___________________
Personal consumption expenditures_______________
Durable goods_ . ____ . o

Nondurable goods__ -
Services. . . e

Gross private domestic investment________________
Fixed investment. ... . ...

Nonresidential. ... ... _____________
Structures.._._.._ ... -
Producers’ durable equipment.

Residential. ..
Nonfarm structures.
Farm structures
Producers’ durable equipmen

Change in business inventories. ..____._________
Nonfarm

Net exports of goods and services.. ... . ..

Exports. - e
Imports. .l

Government purchases of goods and services_._____

Federal ... o iiicemen
National defense_..____. e
Nondefense. ..

Stateand local .. _._______ -

1,706.5
1,004,0
158.9
42,7
492.3

243.3

1,890, 4
1,210,1
179. 4
480.1
550. 6
294.3

276.6

1,727, 3
1,102.2

1,755. 4
1,139.0

1,810,8
1,172.4
177.0
166.6
528.8
271,8
258.0
177.0

51.9
119.2

1,869,9 11,915, 9 |1,965.1 |1,274,7 [1,337.6 (1,283,7 |1,287,4 |1,311,0 |1,330,7 |1,347.4 (1,361.4
1,194,0 {1,218.9 |1,255,3 | 821.3 | 860.3 | 822,7 | 839.8 | 850.4 | 854.1 | 860,4 | 876,4
178.6 | 177.6 | 184.6 | 127.5 | 138.0 | 127.1 ( 130.7 | 136.9 | 137.9 | 136.5 | 140.8
474.4 | 481.8 ( 497.7] 321.6 | 333.3 | 32L5 ) 320.4| 3207 | 330.0 | 332.4| 340.9
541.1 | 550.5 | 572.9| 372.2 | 389.0( 374.0( 379.7 | 383.8| 386.3 | 39L.4 | 394.7
294,9 | 303.6| 307.0| 1730 | 1956 179.4 | 169,2 [ 186,7! 197.2| 200.8 ) 197,6
273.2 | 280.0| 2951 164.5( 184.0( 165.6 | 171.0| 177.0, 184.0| 1851 ) 190.0

182.4 1 187.5 1 195.5 119.0 | 1243 | 126.4 | 127.6 ) 130.2
64.9

61.0 62.6 L 37.3 37.0 38.2 38.9 39.6
121.4 ) 124.9 ) 130.7 81.7 87.3 88.1 88.7 90.7
90.8 92.5 99.5 52.0 52,7 57.6 57.5 59.8
88.2 89.9 97.0 50.2 50.9 55.7 55.7 58.0
1.2 L1 1.0 7 7 .8 .7 .6
1.4 1.5 1.5 11 11 11 1.1 1.2
217 23.6 11.9 —-1.8 9.7 13.2 15,7 7.7
22.4 23.1 10.4 .7 9.9 13.6 15.3 6.6
-7 .5 15 —-2.5 -2 —.5 4 1.0
-9.7| -7.5| ~10.8 13,8 10.6 9.4 12,2 10.6

96.9 96.9 98.5 99.8 96.8
83.1 86.3 89.1 87.6 86. 2

264,6 | 263,3 ) 270,0 | 274.0 | 276.8

11675

ional Product by Major Type of Product in Current and Constant Dollars (1.3, 1.5)

1,706.5 [1,8%0,4 |1,727.3 |1,755.4 |1,810,8 |1,869.9 |1,915,9 |1,965.1 {1,274,7 |1,337.6 |1,283,7 11,287.4 (1,311,0 |1,330,7 |1,347.4 |1,361.4

1,603.1 (1,872.7 (1,705.8 {1,756.3 |1,797.0 |1,848.2 (1,802.2 |1,953.2 |1,266,2 |1,326.1 |1,260.8 |1,289.2 (1,301.2 |1,317.5 |1,331.8 {1,353.8

13.3 17.8 .5 -9 13.8 217 23.6 1.9 8.5 11.6 13.8 -1.8 9.7 13.2 15.7 7.7

764,2 | 834,5 [ 776,0 | 774,7 | 8059 | 827.1 | 843,5| 861.5| 580.1 612,9 | 586,9 | 5819 | 602.4 | 608,5| 617,0 623,7

. 750.9 | 816.8 | 754.5 | 775.6 | 792.1 | 805.4) 819.9 ) 840.6 | 571..6 | 601.3| 573.0 | 583.7 | 592.7 | 595.3 | 601.3 616.1

Change in business inventories. 13.3 17.8 2L5 -9 13.8 21.7 23.6 1.9 8.5 11.6 13.8 | -—1.8 9.7 13.2 15.7 7.7

Durable goods 313.4 | 312.6 ] 334.4 ) 341.0 | 3423 | 350.4| 2352 | 254.3| 240.8 | 237.0 | 252.3 | 254.7 [ 253.5 i 256.5

Final sales._.. 302.7 | 312.0| 326.6 | 329.5 | 332.1 344.9| 232.4 | 248.4 | 233.5 | 237.0 | 246.7 | 247.4 { 246.8 | 252.7

Change in busi 10.7 .6 7.8 1.5 10.3 5.6 2.8 5.9 7.2 .1 5.6 7.3 6.7 3.8

Nondurablegoods__ ... ____.________ 462,6 | 462.1 | 4715 486.1 | 501.2 | 511.1( 3449 | 358.7 | 346.1 | 344.8 | 350.1 | 353.8 | 363.5 | 367.2

Finalsales...o .o _.oooeooo o __._ 451. 8 463. 6 465.6 475.9 487.8 504. 8 339.3 353.0 339.5 346.7 346.0 347.9 354.5 363.4

Change in business inventories 10.9 —-1.6 6.0 10.2 13.4 6.4 5.7 5.7 6.6 -1.9 4.2 5.8 9.0 3.8

Services. -] 791, 8 813.8 833.7 855.3 881.6 903.1 584,7 606,7 587.9 593.6 597.1 602,9 611.1 615, 6

Structures__ ... 159,6 | 166.9 | 17,2 187.5 | 190,7 | 200.4 | 109.9 | 118,0 | 108,8 | 1119 11L5| 1193 ; 119,4 | 1221

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

Gross national product . __._________________ 1,706,5 |1,890.4 {1,727.3 11,755.4 |1,810.8 {1,869.9 (1,915,9 (1,965.1 11,274,7 |1,337.6 (1,283,7 |1,287,4 |1,311.0 |1,330,7 |1,347.4 |1,361.4

Gross domestic product. .. ._..__....____.__._____. 1,692.1 |1,872.9 [1,712.0 |1,740,9 [1,793.2 {1,851.4 {1,898.2 [1,948.8 |1,268.0 {1,330.2 (1,276.7 |1,280.9 | 1,303.31,322,8 |1,340.1 |1,354,8

Business 1,604.1 [1,463.0 {1,485, 2 (1,532.3 {1,586.4 |1,628.1 |1,669.5 {1,082,0 1,141.4 (1,090.5 ]1,093.9 |1,116.2 |1,134.9 (1,150.5 |1,163.9

Nonfarm._ ._____ - 1,552.8 1,409.4 {1, 433.4 (1,478,0 11,536.7 [1,580.0 |_._._.__ 1,043.8 (1,103.8 {1,051.2 )1,054.8 (1,077.8 {1,099.8 |1,112.7 /1,125.0

Nonf{znn less housing - 1,406.7 |1,275.4 11,296,8 |1,337.4 11,392.7 |1,431.9 |________| 934.9 | 991.1 041.6 | 944.7 | 966.7 | 987.8 | 999.3 (1,010.5

Housing-- ... 146.1 134.0 | 136.5 140.6 1 144.1 148.0 151. 8 108.8 | 112.8 109.6 110.2 | 1111 112.1 113. 4 114. 5

Farm.._____________ X 46, 4 32.2 31,1 35.1 34.9 36.2 37.4
Statistical discrepancy 53 PRSI SIS (RPN SRS HSPRUSIN R,

Residual?. _______ .. ... 7.0 4.9 3.4 .2 1.6 21.6

40.0 40.6 40.6 41.2 41.7 42.1
146.2 | 146.4 | 146.5| 146.7 | 147.9 | 148.8
48.5 48,6 48.6 48.6 48.7 48.7
97.7 97.8 97.9 98.1 99.2 [ 100.1

7.0 6.5 7.7 7.9 7.4 6.6

»Preliminary. See other footnotes on following

page.

HISTORICAL

The national income and product data for 1929-72 are in The
National Income and Product Accounts of the United States, 1929-7:
Statistical Tables (available for $4.95, SN 003-010-00052-9, from
Commerce Department District Office or the Superintendent of

STATISTICS

Documents; see addresses inside front cover). Data for 1973 and
1974-76 are in the July 1976 and July 1977 issues of the SurvEy,
respectively (except for seasonally unadjusted quarterly estimates,
which are in the September 1976 and August 1977 issues).
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1976 1977

1976 [1977» | IIL v I 11 Ir | Ive

Seasonally adjusted at annual rates

Billions of current dollars

1977

1976 {19772 III v | I II IIT } IV>»>

Seasonally adjusted at annual rates

Billions of dollars

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

Table 6.—Net National Product and National Income by Sector in
Current and Constant Dollars (1.11, 1.12)

Gross national product. . ______ 1,706,51,890,4/1,727, 31,755, 4]1,810, 81, 869, 9|1, 915, 9|1, 965, 1
Less: Capital consumption
allowances with
capital consump-
tion adjustment_____ 179.0| 197.0| 180.9| 184.5 189.0j 193.3| 199.8( 205.9
Capital consumption
allowances without
capital consump-
tion adjustment._.__. 142.0| 152.9| 143.5| 146.7| 149.0| 151.2| 154.6| 157.0
Less: Capital con-
sumption adjust-
ment._ ... —37.1] —44.1) —37.4| —37.8| —40.0| —42.1] —45.2] —49.0
Equals: Net national product__}1,527,411, 693, 4:1,546,5/1,570,9|1, 621, 8/1,676,6]1, 716, 0(1,759, 1
Less: Indirect business tax
and nontax liability.__| 150.5; 165.2| 151.8| 155.5; 160.1] 163.3/ 166.9| 170.4
Business transfer pay-
mentS.. ... 8.1 9.0 8.2 8.4 8.7 8.9 9.1 9.4
Statistical discrepancy . . 5.5 1.0 8.0 5.3 3.3 —L2 | PR
Plus: Subsidies less current
surplus of govern-
ment enterprises______ .8 2.1 1.1 .5 .5 .1 1.4 6.3
Equals: National income._____ 1,364, 1)1, 520, 31,379, 61,402, 1(1,450, 21,505, 7|1, 540, 5| . .____
Less: Corporate profits with
inventory valuation
and capital consump-
tion adjustments. __.__ 128.1) 140.3] 133.5] 123.1] 125.4) 140.2| 149.0[..._.__
Net interest.._...______. 88.41 100.9 90.1 92.0} 95.3 98.9| 103.1| 106.4
Contributions for social
insurance. _.___._.._.. 123.8) 139.0| 124.7) 127.5) 135.0] 138.0| 139.9| 143.1
‘Wage accruals less dis-
bursements. _......... 0 (] 0 0 0 0 0 0
Plus: Government transfer
payments to persons__{| 184.7 197.8; 186.2 189.5| 194.8 194.0| 199.5| 203.1
Personal interest income.| 130.3| 147.9| 132.3| 136.4; 140.3{ 145.4| 150.3| 155.6
Net interest_._..___._. 88.4| 100.9] 90.1; 92,0/ 953 98.9| 103.1| 106.4
Interest paid by gov-
ernment to persons
and business._____.. 39.3| 42.4] 39.8| 40.6] 4L2| 42,3 42.4] 43.6
Less: Interest received
by government._. .. 22.4| 25.0) 23.1] 22,6/ 23.7 24.7| 255 26.0
Interest paid by con-
sumers to business. . 25.0; 29.6| 25.5] 26.3] 27.5/ 28.9| 30.4 31.6
Dividends._.._.._.._... 35.8/ 41.2| 36.0) 38.4] 385 40.3 42.3| 43.6
Business transfer pay-
ments....o_......_..._. 8.1 9.0 8.2 8.4 8.7 8.9 9.1 9.4
Equals: Personal income. . ___ 1,382.71,536.11,393,91, 432, 2|1, 476, 81, 517, 211, 549, 8/1, 600, 5

Table 5.—Relation of Gross National Product, Net National
Product, and National Income in Constant Dollars (1.10)

[Billions of 1972 dollars]

Gross national product..._...___[1,274.7|1,337,6]1,283,7(1,287. 4|1, 311. 0|1, 330, 7|1, 347, 4(1, 361, 4

Less: Capital consumption
allowances with capi-
tal consumption ad-
justment______________

126.0| 129.8] 126.3| 127.0] 128.0| 129.2| 130.4| 131.6

Equals: Net national product_ |1, 148,7|1, 207, 8/1, 157, 4|1, 160. 4|1, 182, 9|1, 201, 5|1, 217, 0|1, 229. 8

Less: Indirect business tax
and nontax liability
plus business transfer
payments less subsi-
dies plus current sur-
plus of government

enterprises. .___.__.___ 126.1) 132.6| 126.9] 120.2] 131.1} 13L9| 132.9 134.4

Residual 1._._..___.____. 5.2 1.7 7.0 4.9 3.4 .2 16| oo

Equals: National income.______ 1,017,4(1,073.61,023. 5|1, 026, 3|1, 048,4|1,069,411,082,6|__.___.
»Preliminary.

253-727 O - 18 - 2

Net national product .___[1,527.4(1, 693, 4/1, 546, 51, 570, 9'1, 621, 8(1, 676, 6|1, 716, 0(1, 759, 1

Net domestic product__________ 1,513.1}1, 675,91, 531, 2/1, 556, 51, 604, 2|1, 658, 21, 698, 41,742, 8
Business._ ... __.__._.._. 1,265.3'1,407. 1(1, 282, 2/1,300. 7|1, 343. 3|1, 393. 1|1, 428. 2|1, 463. 6
Nonfarm. . --]1,225.01,370. 3/1,241.8/1, 262, 4/1, 302, 9|1, 357. 7)1, 394. 8| _ ...
arm....... 34.8| 358 32.4) 32.9) 37.1] 36.6] 32.5| 36.8
Statistical discrepancy_ ... 5.5 1.0 8. 0| 5.3 3.3 —1.2 P ] D
Households and institutions.| 56.2| 63.0/ 56.4| 58.3] 60.4] 620/ 63.6] 66.0
Government. ._._..._.._.___ 1916/ 205.8 192.6 197.5| 200.5| 203.1| 206.5 213.2
Rest of the world..____________ 14.4| 17.5| 15.3| 14.4| 17,6/ 18,4 17,7 16.3
National income_________ 1,364,111,520,31,379.61,402,11,450,2(1,505,71,540,5| ... ____
Domestic income.___.________. 1,349,8(1, 502, 81,364, 3|1, 387. 6|1, 432, 61,487, 3(1,522,9{ __._____
Business. . |1, 102.0[1, 234. 0/1,115. 31, 131. 8/1,171. 7|1, 222, 2|1, 252, 7| ... . _.
Nonfarm 1,069. 21,198, 7(1, 084.8/1,100.5/1,135.1(1,187. 2|1, 221, 6| _______
Farm. .. 32.7] ° 85.2| 30.5] 314/ 36.6] 350 3.1 38.3
Households 56.2] 63.0| 56.4] 58.3 60.4] 62.0] 63.6] 66.0
Government..___.___..____. 101.6] 205.8| 192.6| 197.5| 200.5/ 203.1| 206.5 213.2
Restofthe world____.___._____ 14.4] 17.5] 15.3] 14.4] 17.6] 18,4] 17,7 16.3

Billions of 1972 dollars

!
l

Net national product...._. 1,148, 7’1, 207.8(1,157. 4/1,160. 41,182, 9 1, 201, 51, 217, 0|1, 229, 8

Net domestic product. .._.____ 1,142.0 1,200, 41,150, 4/1,153. 9,1,175. 2'1,193, 6|1, 209, 61, 223, 2
Business. _.______.___._____. 956.01,011.6| 964.2) 966.9| 988.2/1,005.7{1,020.0(1,032.3
Nonfarm.. .- 27.0, 983.6| 934.2) 937.2| 959.2| 480.21 991.9|_______
Farm._.__ .- 23.8) 26.3] 23.0| 24.8 25,6/ 254 26.6 27.6
Residual 1. __ - 5.2 1.7 7.0 4.9 3.4 .2 1,6[._.._.
Households and institutjons. 40.2, 41.4} 40.0} 40.6| 40.6] 41.2| 41.7| 42,1
Government.- __...______._.. 145.8) 147.5] 146,2) 146.4| 146.5| 146.7| 147.9| 148.8
Restofthe world__.__.__.____. 6.7 7.4 7.0 6.5 7.7 7.9 7.4 6.6
National income_._______ 1,017.4'1,073, 6|1, 023, 51, 026, 3{1, 048, 4/1,069, 4/1,082,6} _______
Domestic income._.___._._____| 1,010, 7:1, 066, 21, 016, 51, 019, 81, 040, 7/1,061, 5/1,075,2| _______
Business - - - covocoeoceoions 824.7| 877.3| 830.3] 832.8| 853.7| 873.6) 885.6|_______
Nonfarm..  799.2] 849.4| 805.8] 806.3| 826.4| 846.7| 857.4| ______
Farm 255! 27,9 24.5] 26.5| 27.3| 26.9 28.1 29.3
Households and institutions 40.2; 41.4| 40.00 40.6] 40.6/ 412 4.7 42,1
Government .. .__....._.__._. 145.8| 147.5| 146.4| 146.4, 146.5] 146.7( 147.9; 148.8
Restofthe world___.__________ 6.7 7.4 7.0 6.5 7.7 7.9 7.4 6.6

1. Equals GNP in constant dollars measured as the sum of final products less GNP in
constant dollars measured as the sum of gross product by industry. The quarterly estimates
are obtained by interpolating the annual estimates with the statistical discrepancy defiated
by the implicit price deflator for gross domestic business product.

NotE.— Table 6: The industry classification within the business sector is on an establish-
ment basis and is based on the 1972 Standard Industrial Classification.

Footnotes for tables 2 and 3.

1. Equals GNP in constant dollars measured as the sum of final products less GNP in
constant dollars measured as the sum of gross product by industry. The quarterly estimates
are obtained by interpolating the annual estimates with the statistical discrepancy deflated
by the implicit price deflator for gross domestic businss product.

2. Held constant at level of previous quarter.

Note.—Table 2: “Final sales” is classified as durable or nondurable by type of product.
‘“‘Change in business inventories” is classified as follows: For manufacturing, by the type of
product produced by the establishment holding the inventory; for trade, by the type of
product sold by the establishment holding the inventory; for construction, durable; and for
other industries, nondurable. X . .

Table 3: The industry classification within the business sector is on an establishment basis
and is based on the 1972 Standard Industrial Classification.
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Table 8.=—Gross Domestic Product of Corporate Business—Con.

1976 . 1977
1976 | 19772 | III | v | I | I II | IV»
Seasonally adjusted at annual rates
Billions of dollars
Table 7.—National Income by Type of Income (1.13)
National income..._.... 1, 364,11, 520, 31, 379, 61,402, 1|1, 450, 2|1, 505, 7]1,540. 6| _______
Compensation of employees. __|1, 036, 3|1, 155, 81, 046, 5|1, 074, 2|11,109, 9|1, 144, 711, 167, 4{1, 201, 3
‘Wages and salaries_...._.._. 891.8| 989.5/ 900.2! 923.2| 951.3; 080.9| 998.9|1,027.1
Government and govern-
ment enterprises..._.._. 187.2| 199.9] 188.2| 192.5{ 194.8/ 197.2| 200.6| 206.9
Other.. . .. ... 704.6 789.6| 712.0 730.7| 756.4| 783.6| 798.3| 820.2
Supplements to wages and
salaries..._____________._ 144.5| 166.3| 146.3] 150.9] 158.6] 163.8 168.5| 174.2
Employer contributions
for social insurance...... 68.6f 77.7] 69.1 70.9] 754 77.1f 78.2} 802
Other labor income -.._.. 75.9] 88.6| 77.3] 0.0 83.2f 867 90.3f 94.0
Proprietors’ income with in-
ventory valuation and capi-
tal consumptionadjustments.] 88.0| 97.9| 86,2| 887 951 97.0] 95.5 1042
Farm__.___ ... 18.6 19.5 16.2) 16.6] 20.7{ 19.7 15,5 22.1
Proprietors’ income with
{nventory valuation ad-
justment and without
capital consumption ad-
Justment_____.__________ 22.8 2421 20.3 20.8 250 242 203 27.4
Capital consumption ad-
justment__._..__________ —4.2] =4.7] —4.2| —-4.2] —~4.2] —4.5| —4.8 =52
Nonfarm. ... 69. 4 78.4] 70.0| v72.0f 974.3] 77.3 80.0] 820
Proprietors’ income with-
out inventory valuation
and capital consump-
tion adjustments.______. 70.4] 79.9{ 70.7| 73.2| 76.1 789 80.8 83.9
Inventory valuation ad-
Justment_.____.______..__ ~1.3] -LlL4 -n1i -L7/ -20] —-L.7 ~.6 —1.4
Capital consumption ad-
justment._______________ 3 -1 .4 .5 .3 0 —-.1 —.4
Rental income of persons with
capital consumption adjust-
ment. ... _ooioo.. 23.3| 253 23.3] 241 248 24,90 25,5/ 264
Rental income of persons___ .- 40.0| 45.3| 40.8] 41.5] 42.9( 44.6] 457 48.1
Capital consumption ad-
Justment_ .. ... —16.7] —20.0| —16.9] —17.3| ~18.4| —19.7] —20.2| ~21.7
Corporate profits with inven-
tory valuation and capital
consumption adjustments._ .| 128.1 140,3] 133.5] 123.1] 125.4) 140,2| 149.0} ______
Corporate profits with in-
ventory valuation adjust-
ment and without capital
consumgtion adjustment__] 142.7} 157.5{ 148.2| 137.9] 141.0| 156.2
Profits before tax..__..____ 156.9) 172.1] 159.9| 154.8] 161.7| 174.0
Profits tax liability. ] 647 69.2] 659 63.9] 644 69,7
Profits after tax_ 92.1F 102.9{ 94.0{ 90.9 97.2{ 104.3
Dividends._. 35.8] 41.21 36.0 38.4f 38.5 40.3
Undistribute .| 56.4] 617 58.0] 525} 588 641
Inventory valuation ad-
justment________________ —14.1] —14.5| —1..7| —16.9] —-20.6] —17.8
Capital consumption adjust-
ment. . . aan- —14.7} —17.2] —14.7] —14.8| —15.6] —15.9
Netinterest_ __.____ . _.___._. 88.4[ 100,9 90.1 92,0, 953 98,9
Addenda:
Corporate profits with inven-
tory valuation and capital
consumption adjustments_ .| 128.1] 140.3| 133.5 123.1] 125.4] 140.2] 149.0|..__...
Profits tax liability..._.__._. 64.7| 69.2] 65.9] 63.9] 64.4] 69.7 69.3_ ...
Profits after tax with inven-
tory valuation and capital
consumption adjustments._ 63.3] 7i.1 67.6] 59.2] 610 70.6] 79.7(_____._
Dividends._._.._._.____._. 35.8 41.2| 36.0 38.4 385 40.3] 42.3] 43.6
Undistributed profits
with inventory wvalua-
tion and capital con-
sumption adjustments...{ 27.6 2091 31.6/ 20.8; 22.5 30.3] 37.4[...._..
Table 8.—Gross Domestic Product of Corporate Business (1.15, 7.8)
Gross domestic product
of corporate business___|[1, 041, 9|1, 161, 11, 056, 61, 070. 1/1, 103, 3(1, 150, 01,181, 9/ ____.__
Capital consumption allow-
ances with capital consump-
tion adjustment_____.________ 11,8 121.9) 112.90 115.2{ 117.6| 119.4] 123.7} 127.0
Net domestic product..__.._._. 930,1(1,039.1) 943.7| 954.9| 985.71,030.6]1,058.3| . ___
Indirect business tax and
nontax liability plus busi-
ness transfer payments less
subsidies. ... 108.3] 118.6 109.2] 111.9] 115.0f 117.4] 119.6| 122.2
Domestic income__.____..____ 821.8] 920.6| 834.6] 843.0) 870,7| 913.2] 938.6]....._.
Compensation of employ-
€eS._ oo 690.4| 776.9] 698.00 715.9 743.1) 770.4| 786.0 807.6
‘Wages and salaries...._.. 585.9 656.1] 592.1| 606.9] 628.4| 651.8| 663.3] 681.0
Supplements to wages
and salaries...__..._.. 104.5| 120.8| 105.9| 109.0] 114.8 119.1] 122.6| 126.6

Corporate profits with inventory
valuation and capital consump-
tion adjustments
Profits before tax

Profits tax liability._. ..
Profits after tax._.__...
Dividends_ . _...__._. -
Undistributed profits. . _....
Inventory valuation adjustment._
Capital consumption adjust-
ment.

Net interest_________________...___

Gross domestic product of fin-
ancial corporate business!.____

Gross domestic product of non-
financial corporate business___

Capital consumption allowances with
capital consumption adjustment_. _.

Net domestic product._..__._.__..__.
Indirect business tax and nontax
liability plus business transfer
payments less subsidies__.._......

Domestic income_ ...
Compensation of employees.
Wages and salaries. .. .. _....._..

Supplements to wages and
salaries. . _ ... ... ...
Corporate profits with inven-

tory valuation and capital
consumption adjustments__...
Profits before tax._____._.
Profits tax liability.
Profits after tax.
Dividends___......
Undistributed profi
Inventory valuation adjustment
Capital ~ consumption  adjust-
menb. ..o

Netinterest . ...

Gross domestic product of non-
financial corporate business....

Capital consumption allowances with
capital consumption adjustment.___._

Net domestic produet ... ...._._.
Indirect business tax and nontax

transfer

liability plus business
payments less subsidies
Domestic income__..__...

Current-dollar cost and profit
per unit of constant-dollargross
domestic product 2___________.

Capital consumption allowances with
capital consumption adjustment._ ...
Net domestic product
Indirect business tax and nontax
liability plus business transfer
payments less subsidies. . ._..._...

Domestic income_ ... ... oo ...
Compensation of employees
Corporate profits with inventory

valuation and capital consump-
tion adjustments_
Profits tax liability. ..
Profits after tax wi
tory valuation and capital con-
sumption adjustments_. ...
Net interest.. ..o cooaaoo

119.9] 130.7] 125.1] 115.4 115.3| 129.5

148.7| 162.5 151.4| 147.1] 151.6| 163.3

64.7) 69.2) 65.9| 63.9) 64.4 69,7

81.0| 93.3 855 83.2 s7.2] 036

31.8| 37.5| 32.4| 35.5 34.5 365

52.2] 55.8 53.1| 47.7| 5207 571

~14.1)— 1. 3 -11.7/-16.9|-20.6) ~17.8

—14.7]  |-14.7|—14.8|—15.6| —15.9

1.4 13.00 115 117 12.2] 12.7

5.0/ 56.20 52,0 52.9| 540 5.1 5.1 ...

991, 0{1,104.9(1,004.7|1,017.2{1,049.3]1, 094, 5[, 124.8| _____

107.0{ 116.6| 108.0| 110.2| 112.5| 114.2] 118 9| 121.4

884.0| 988.3( 896.7 907.0| 936.8] 0980.7}1,006.6]_____

99.4f 108.5| 100.0| 102.5 105.3{ 107.5{ 100.4| 111.8
796.6{ 804.5| 831.6| 873.3] 8o7.2| .
657.3] 674.4| 700.6| 727.4] 711.2| 7616
558.2| 572.8| 593.1| 615.7| 626.3| 643.0

97.7) 113.2{ 99.1| 102.0 107.5 111.7 114.9] 118.7

101.9| 110.4) 106.8| 97.1| 96.3 109.8| 118.5

130.6| 141, 9] 133.0| 128.7| 132.4| 143.4] 142.0

53.7| ‘57.0| 548 52.7| 52.8) 57.7| 56.9

76.9| 819 782 76.0| 79.5 857 85.1

32.4[ 38.2| 33.2] 36.0] 385.2 37.2) 39.4

445 6.6 45.00 40.0] 24.3| 4805 45

—14.1]—14.5/—11.7]—16.9| _20.6| —17.8| —5.9

—14,5|—17. 0| —14.5|—14.7|—15.5] —15.8/—17.6

32,4/ 36.7] 32.6| 33.00 346 36.1| 37.3
Billions of 1972 dollars

731.0| 774.1| 736. 6| 736.5| 753.3) 771.7| 781.2|...._.

74.9) 76.9] 75.0| 75.3| 75.8] 76.5 77.2| 7.9

656.1| 697.2| 661.6| 661.3| 677.5| 695.2] 704.0|.... .

82.91 86.7| 83.1] 84.7 86.0 86.2( 86.7| 88.0

573.2] 610, 5| 578. 5| 576.6| 591.5| 609.0| 617.3|..__._

Dollars

1.356| 1.427| 1,364 1.381) 1,393 1.419] 1.4do| _____

46 L151] .1a7] L1500 L1s0l sl 11

1.200] 1,277 1.217) 1.231] 1.244| 1.271] 1.288| 100

136 .140| .136| .130] .140| .139] .140|.._...

1.073 1.137) 1.081] 1.092] 1.104] 1.132] 1.148)..._..

"800 .947| .802 .916| .030| .o943| .949|- - ..

30| .143] L8| 132 18] oaa2] L1seloo.

073 Co74| lo7a| .o72| .o70] .o7s o73{lll-

.066| .060| .071] .060] .058| .068 .079

“044| L0470 024] .05 .046] .047] .048

» Preliminary.

1. Consists of the following industries: Banking;

credit agencies other than banks; security

and commodity brokers, dealers, and services; insurance carriers; regulated investment
companies; small business investment companies; and real estate investment trusts.

2. Equals the deflator for gross

the decimal point shifted two places to the left.

domestic product of nonfinancial corporate business with
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Table 10.—Personal Income and Its Disposition (2.1)

Table 9.—Auto Output in Current and Constant Dollars (1.16, 1.17)
Autooutput . ... 62.9 | 72,8 60.9| 66.1 | 74.1 | 73,2| 70,8 | 73,2 Personal income_.____________
Finalsales..__._______________ 61.8) 71,3 | 61.4| 64.9( 73.0} 73.3| 68.5| 70,2 Wage and salary disburse-
Personal consumption ex- | 55.0{ 63.8 | 54.8 | 581 | 65.0{ 651 623 | 62.8 ments_ ... ... ______
penditures....._. - .
Newautos._.____........_.] 39.2 | 46.0 | 37.8 | 40.8 | 45.8 | 47.3 | 44.9 | 45.9 Commodity-producing in-
Net purchases of used dustries 3. _.
F5 1 T 15,8 | 17.8 | 16.9 | 17.3 | 19.2| 17.8 | 17.4| 16.9 Manufacturing..
Producers’ durable equip- Distributive indus -
ment......ooooooo.. 8.8 10.3 8.4 8.7 98| 10.3| 10.1 | IL.1 Service industries 5. _______
Newautos__......_.._._.. 15.7| 19.1 | 155 16.6 | 18.8| 19.5| 18.8| 19.5 Government and govern-
New purchases of used ment enterprises__._.____
autos . ...l . —88(~71! —-79| ~-9.0{ —9.2| —-8.7 | —8.4
Net exports. .6 | —3.6 | —2.4 | —2.6 | —2.5 | —2.8 | —4.6 | —4.4 Other labor income__________
Exports._ . . 4 7.1 6.4 6.4 7.1 7.3 6.8 7.2
Imports..._ .. _.________ .9 | 10.7 8.8 9.0 9.6 10.1 | 11.4 | 11.6 Proprietors’ income with in-
Government purchases of ventory valuation and
goods and services.____.___ .6 .7 .6 .6 .7 7 .7 .8 capital consumption ad-
justments_____._____._.__.
Change in business inven-
tories of new and used Farm ..o
1.0 1.6 —.5 1.2 1.0 —-.1 2.4 2.9 Nonfarm.._......_........
1.0 1.4 0 1.0 1.3 -7 2.6 2.6
[} .1 —.6 .2 -.3 6] ~.2 .3 Rental income of persons
with capital consumption
Addenda: adjustment________________
Domestic output of new
autos ' ... 50.5 | 59.4 | 48.2| 52.6 | 60.4{ 59.4| 58.8 | 59.1 Dividends________.__.____.___
Sales of imported new autos 2..) 1.5 1 152 | 1.6 | 12.6 | 14.0| 16.9 | 14.8 | 15.2
Personal interest income____
Billions of 1972 dollars
Transfer payments__________
Autooutput. __________.__ 50.1 | 55,7 | 48.2 | 51.2 | 56.8 | 56,4 | 54.6 | 54,9 Old-age, survivors, disa-
bility, and health insur-
Finalsales. ________________.__ 494! 54,4 | 48.6| 50.3 | 55.8| 56,1 52,7 | 53.0 ance benefits...__________
Personal consumption ex- Government unemploy-
penditures_ ___..____.._. 41,6 | 45.4 | 40.9 | 42.5 | 46.5| 46.6 | 44.5 | 44.2 ment insurance benefits.
Newautos___.._..._._.... 321 35.8| 30.9; 327 36.3| 37.1| 34.8| 34.8 Veterans benefits_..._._.__
Net purchases of used Government employees
autos__ ... _______...__ 9.5 9.7 ] 10.0 9.8 | 10.2 9.4 9.6 9.4 retirement benefits_._ .. _
Producers’ durable equip- Aid to families with de-
ment... 8.3 9.8 8.1 8.3 9.6 | 100 9.7 9.8 pendent children
New aut 1229 | 14.9 | 12,7 13.3 | 149 | 163 | 14.6 | 14.8 Other_.______._._ -
Net purchases of
antos.__ ... ..__. —4.6} ~51|—46) —50| —5.3 | —56.3 | —4.9 | —5.0 Less: Personal contribu-
Net exports._ -1.0| —-14| —-9[—-1.0|-L0| ~L1]| —2.0| —1.6 tions for social insurance..
Exports.. 5.2 5.5 5.3 5.1 5.6 5.7 5.2 5.5
Imports.... .o 6.2 6.9 6.2 6.1 6.6 6.8 7.2 7.1 Less: Personal tax and nontax
Government purchases of payments___ ... ___.___.__..___
goods and services...___._. .5 .6 .5 .5 .6 .6 .6 .6
Equals: Disposable personal
“hange in business inven- income___________________._.
tories of new and used
9 1.3| —.4 .9 1.1 3 1.9 1.9 Less: Personal outlays_________
.7 1.2 -1 .8 1.2 —.1 2.0 1.7
0 .1 4 a1 -1 3 =1 .2 Personal consumption ex-
penditures_ .. _..____._____
Addenda: Interest paid by consumers
Domestic output of new tobusiness__.______._.___.
autos ' ______ .. ___.._.. 41.3 | 46.2 | 39.4 | 42,1 | 47.8 | 46.6 | 45.6 | 44.9 Personal transfer payments
Sales of imported new autos 2..{ 9.4 | 11.9 9.5 10.1{ 111 13.3| 1L5| 11.6 to foreigners (net)___.__._.

» Preliminary.

Equals: Personal saving______.

1. Consists of final sales and change in business inventories of new autos produced in the Addenda:

United States.

Disposable personal income:

2. Consists of personal consumption expenditures, producers’ durable equipment, and

government purchases.

Total, billions of 1972 dollars_

3. Consists of agriculture, forestry, and fisheries; mining; contract construction; and man-

ufacturing. Per capita:
4. Consists of transportation; communication; electric, gas, and sanitary services; and Current dollars____________
trade. 1972 dollars.__.___._.__....

5. Consists of finance, insurance, and real estate; services; and rest of the world.

Note.—Table 10: The industry classification of wage and salary disbursements and pro-

Population (millions)_____.__

prietors’ income is on an establishment basis and is based on the 1972 Standard Industrial Personal saving as percentage

Classification.

of disposable personal in-

1,382.7

891.8

88.0

18.6
69.4

23.3
35.8
130.3
192.8

196,9

1,185.8
1,119.9

1,004.0
25.0
.9
65.9

890.3
5, 511
4,137
215.2

5.6

1,536.1

989,5

19.5
78.4

25.3
41,2
147.9
206,9

105.0

12.7
13.8

28.8
10, 3|
36.3
61,2
221.5

1,308, 6
1,240.9

1,210.1
29.6
1.2
67.8

930. 3,
6,035
4,290
216.9

5.2

1,393.9

900.2

86.2

16.2
70.0

23.3
36.0
132.3
194.3

95.8

15.1
13.6

26.1
10.0
33.8
55.6,
200,6

1,193.3
1,128.5

1,102.2
25.5
.9
64.8

890.7
5, 540
4,135
215.4

5.4

1,432.2
923.2

317.7
245.1
226.4
186.7
192.5

80.0

88.7

16.6
72.0

24.1
38.4
136.4
198.0

98.4

15.0
13.9

26. 4
10. 0]
34.3
56.6
209.5

1,222.6)
1,166.3

1,139.0
26.3
L0
56.3

901. 5
5, 665
4,177
215.8

4.6

1,476.8

951.3

95.1

20.7|
74.3

24.5
38.5
140.3
203.5

99.9

15.1
14.3

27.1
10.0
37.0
59.6
224, 4

1,252.4
1,201.0

1,172.4
21.5
L1
51.4

908.4
5,793
4,202
216.2

4.1

1,517, 21, 549, 81,600, 5
980.9} 998,9(1,027.1

345.4) 351.0f 359.7
265.9 270.0| 277.5
240.5( 244.4| 250.7
197.7) 202.8; 209.7
197.2( 200.6| 206.9

86.7) 90.3| 94,0

97.0) 95.5 104,2

19.7/  16.8| 22.1
77.3| 80.0/ 82.0

24,9 25,5 26.4
40,3 42.3| 43,6
145.4] 150.3| 155,6
203,0) 208.7{ 212,5

101.8; 108.5| 109.8

12.3) 1L.6; 1L8
13.7| 13.3| 13.8

8.4 29.2 30.5
10.2 10.3 10.5
36,6 35.6f 36.0
60.8] 6L7| 62,9
2248 226.1; 234,6

1,292,5(1,323,8/1,365.9
1,223,9{1,250.5|1,288,1

1,194, 0i1,218.9(1, 255. 3
28.9 30.4] 316
1.0 1.3 1.2
68,5 73.3) 7.8

924.5| 934.4 953.6
5,967| 6,098) 6,279
4,268 4,305 4,383
216.6] 217.1 217.5

5.3 5.5 5.7
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\ 1976 1977 1976 1977
1976 1977 » 11X ' v I I I IV 1976 | 1977» IIT v I II III IVe
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of current dollars Billions of 1972 dollars
Table 11.—Personal Consumption Expenditures by Major Type of Product in Current and Constant Dollars (2.3, 2.4)
Personal consumption expenditures._.._____ 1,093,9 |1,210.1 |1,102.2 |1,139,0 |1,172,4 [1,194,0 ;1,218.9 (1,255,3 | 821.3 | 860,3 | 822,7 | 839.8 | 850.4 | 854.1 860,4; 876.4
Durablegoods._ _____________._____ .. _____.__ 158,9 179.4 159.3 166.3 177,0 178,6 | 177,6 184, 6 127.5 138.0 1271 130.7 ¢ 136.9 137,9 136.5| 140.8
Motor vehicles and parts___._____ 7L9 83.8 72.1 75.7 85.3 84.5 81.2 84.1 55.7 61.2 55.4 56,7 62.7 62.1 59.3) 60.8
Furniture and household equipment. - 63.9 70.3 63.9 66. 5 67.4 69.3 70.9 73.4 52.8 56.6 52,7 54.6 54.8 65.9 57.0/ 58.7
Other. . el 23.1 25.4 23.3 24,1 24,2 24.8 25.5 27.1 19.0 20.2 19.0 19.5 19,4 19.8 20.2 21.3
Nondurable goods. -] 442,7 | 480.1 444,7 | 458.8 466,6 | 474.4 | 481,8 497.7 | 321.6 § 333.3 | 32L.5 | 329.4 | 329.7 | 330.0 332,4| 340.9
et | mmg) ) e me) mig) A ) | ) ) e G| i) ) e g
othing an - 3 .6 3 3 A . 3 . 3 7. , 3 3 N 8 X
Gasoling andoil..____________ - 41,4 44.8 41.2 43.5 4.1 44.3 44.2 46. 4 25.2 25.8 24.9 25.6 25.8 25.6 25.5 26.1
Fuel oilandcoal ... __._.____ - 12,0 12.9 12,0 13.3 13.7 12.3 12.3 13.4 5.7 5.4 5.6 6.1 5.9 5.1 5.0 5.5
Other_ o eeenan 87.6 93.5 87.7 90,0 91,6 92,5 93.7 96. 2 66.4 67.1 66. 2 67.1 67.1 66.9 66. 8 67.7
Services 492,3 | 550.6 498,2 | 513,9 | 528.8 541,1 559.5 1 572,9 | 372,2 | 389.0 | 374,0 | 379.7 ! 383.8 386.3 391, 4] 394.7
hovt e IEHE AR R AR OR U R HE R HE HE ARHE R
ousehold operation - .0 83. X 3 X 3 . B A .3 . . . . f 57.
Electricity and gas - 33.3 39.4 32.8 37.6 38.7 36.1 41.0 41.7 21.6 23.2 21.0 23.4 23.6 21.7 23.6 23.8
Oth - 39.6 43,7 40.3 gl? g?g ;13. ; i:l) 2 45.? glsl’ 12'13 1 %g % % ggg gg 9 gg % 34.90
- 36.8 41. 4 37.6 8. 9. 0. 2.3 43. 8. .5 3 5 . .3 29, 29,
__________________________________________ 214.6 | 241.6 | 217.1 | 222.8 ) 230.9; 2390.4 245.3 | 250.9 154.3 | 162.1 155.2 | 157.3 | 159.6 | 162.0 162.9| 163.9
1976 1977 1976 1977
1976 11977»| II1 v I I l 11X } Ve 1976 | 1977 »| III ‘ v I 1 11 III | IV?
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of dollars Billions of dollars
Table 12.—Federal Government Receipts and Expenditures (3.2) Table 13.—State and Local Government Receipts and Expendi-
tures (3.4)
Receipts.... ..o ... 332.3| 373.9/ 337.1] 344.5| 364.9| 371,2| 373,2(_____. |
Personal tax and nontax receipts.. .. 7.3 170.7) 150.3) 157.1) 17001 168. 6| 168.6/ 1755 Receipts. - ooooooooooooee %4.7) 294.5 265.0) 277.5) 281.0, 288.1) 30L.6)....
NCOIME 1aXeS. . - ceomeeoo 141.6 163.4| 144.5/ 150. .9 163.2 -8| 169.7  Personal tax and nontax receipts.._.__| 49.6| 56.8] 50.3] 52.5] 544! 86.2] 57.5| 59.1
Ililxstate and gift taxes_._......_..___ 5.6, 7.2 57 6.3 1.9 63 587 357 Income taxes - 26.8) 317} 27.1) 29.0! 30.3| 31.4] 32.1| 33.1
OMERXBS oo .y Lyl noo. 1 16.00 17.5| 16.3| 16.3| 16.8] 17.2) 17.70 181
. Corporate profits tax accruals.......__ 55.9] 59.5| 56.9| 55.1| 55.4| 59.9| 59.5(...._. 6.8 76 7o 71 7.3 75 77 7.8
Indirect business tax and nontax Corporate profits tax accruals_ ._______ 89 9.7/ 9.0] 88 90 9.8 9.8 ...
aceruals_ ... ____.___ 24.8{ 23.7| 23.8) 24.2| 24.6| 25.41 25.2 i i
Excise taxes. . ... 174 170 173 172 172 17| 17.s 1ndirect business tax and montax 138, 6] 141 5| 145.2
Customs duties!.. . 5.3 4.8 4.5 50 54/ 58 53 Sales taxes. . ... T 63.1| 64.2| 66.2
Nontaxes......................._... . 2.1 19/ =20 20 21 21 21 Property taxes. 62.1| 63.4| 64.7
Contributions for social insurance. . __. 105.7| 118.9| 106.2| 108.4| 115.4] 118.1 119.7] 122.4 RO oo 13.6) 13.9) 143
Expenditures 386.3] 423.5| 390.6| 400.4| 403.7| 4105 432.1] 446.7 Contributions for social insurance._.__| 18.1] 20.1{ 18.5] 19.1| 19.5| 19.9| 20.2; 20.7
-in-aid_________.__..____ 3.6 72.7] 72.2
Purchases of goods and services........ 130.1) 14541 130.2) 134.2) 136.3] 143.6) 148.1) 153.8 Federal grants-in-ai 63.6) 7 ‘
ational defense. _.._________ 86.8 . 86.4{ 88. 89.7| 93.4 . . 6
e a9 412 40| 433 483 84 1.8 Expenditures. ... ... 262.8, 268,7| 216.2
4.1 5. 3. 4., . 8 .7 3 . i 50.
176 18 173 182 1wsl 188 187 105 TEonee Sl BT RS- oo T37.0| 140.7| 1451
45.2| 50.4| 45.2{ 45.4] 46.4] 50.2| 52.1| 52.8 Other. - 100, 4| 112.2] 115.8
r
3(3,'3 géé ;_334; 3?4; ;g; ggfé’ ggi ggi Transfer payments to persons.._______| 25.9] 28.0{ 26.2| 26.5 27.0[ 27.7| 28.3 20.0
22.6) 28.6/ 2.2 24.0| 24.6| 28.0, 30.1| 318 Net interest . 57 =65 6.0 —5.7) —6.2) ~6.3 —6.7) 6.7
Transfer payments. ....._............ 162.0 173.1] 163.9] 166.3] 170.7] 169.3) 174.8) 177.6  Lomreye b recdived by Govern| - o W . . o M '
To persons_.._.._. 158.8| 169.8 160.0| 163.1| 167.8] 166.4| 171.2| 174.0 ment.. o 17.3] 18,9 17.6| 17.7] 18.3| 18.7] 19.3 19.¢
To foreigners 3.2) 3.2 3.9 3.2 29 29 36 36 - i
s Subsidies less current surplus of |
QGrants-in-aid to State and local t i ! —5.9
EOVernments. ..................._. 6.0 67.6| 631 65.5 62.0] 63.6| 727 722  Sovermment enferprises..... i "3 >4
Less: Current surplus of govern- i
Net interest paid 27.2; 29.5| 27.3| 28.5| 28.6| 29.1| 29.4| 30.9 i H . 2 . 3
Ingerest paid,__a_].) _______ 32.2| 355 327 33.4| 34.1| 351 35.6 37.3 ment enterprises. ------- .- 54 6 li 53 58 60 6.0 6 6
0 persons and business.__________ 27.7) 29.9| 28.1| 28.7| 29.2| 20.9; 29.8| 30.8 : i - i
To foreigners___.___.._....._....._ 4.5 56| 4.6 4.7 4.9 52 69 6.6 Less: Wage accruals less dxsbur?e__ 0 o o 0 0 0 0 0
Less: Interest received by Govern- )
ment. ... 50 6.0 54 49 55 60 62 64 Surplus or deficit (=), national
Subsidies less current surplus of income and productaccounts_.| 18,4{ 29.2| 2L1| 26,5 27.3| 25.4] 32,9|......
Government enterprises. - 5.9] 7.9 6.1 6.0/ 6.1 59 7.2 12.3 ial i 5.5 . 15.21 15.4! 15.8| 15.5| 15.7
SUbSIAIES. - ool 57| 71| 57 59 63 61 63 98 spuoinsurancefunds.......o..... ol 130 168 g ahel ool 1mal T
Less: Current surplus of Govern- | | | | | | 1 ] T U EEemmermmemme e me e e s . |
ment enterprises. .. ___._____._____ -3 -7 —.4 -1 .2 3 —.9] —2.4
. »Preliminary.
Lexfnsént:vage accruals less disburse- 0 ol o 0 0 0 0 0 1. Includes fees for licenses to import petroleum and petroleum products.
Surplus or deficit (—), national
income and product accounts. . |—54.0|—49.6/—53.5| —55.9(—38.8(—40.3|—58,9|.____.
Social insurance funds...__....._...... —12, 5| —10.2}—13,91—15.0]—10.0} —7.91—11,6/—11.4
Otherfunds.._____..___ .. ... —41, 5[ —39. 4] —39. 6{ —40. 91 —28. 8| —32. 4| —47.3] ... ___
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1976 1977

1976 (19772 | IIL v I II Ir | ive

Seasonally adjusted at annual rates

Billions of dollars

1976 1977

1976 | 19777 | III v I It III Ive

Seasonally adjusted at annual rates

Billions of dollars

Table 14.~Foreign Transactions in the National Income and Table 16.—~Inventories and Final Sales of Business in Current and
Product Accounts (4.1) Constant Deollars (5.9, 5.10)
Receiptsfrom foreigners.| 162,9 | 175.6 | 168.4 | 168,5 | 170,4 | 178,1 | 179.9 | 174.3 Inventories !____________. [ 455.5| 4615/ 478,6] 482,5| 492,0/ 504,7
Exports of goods and services..| 162.9 | 175.6 | 168.4 | 168.5 | 170.4 };8, } 179.9 IZI; :; Farm.____ || 61.3] 59.8] 62.8 60.0] 57.6/ 60.5
Merchandise. ..o _....____.}] 1147 { 120.2 | 118.4 | 118,9 | 117.9 2. 123.2 | 117,
_______________________ 48.2 | 55.4 [ 50. 49,7 | 52 56,0 § 56.7 | 56.5 Nonfarmo.. ..o\ |.._._.] 3042 4017 415.8) 422.5{ 434.4| 444.1
Other 8 0.0 5 Durable goods._ _i220.9{ 225.8 231.4| 235.0[ 243.5| 249.0
Capital grants received by the Nondurable goods... ... J.ocoono| .. 173.3{ 175.9 184.4| 187.6] 190.9| 195.1
United States (net)....__.___ 0 0 0 0 0 0 0
nited States (net) 0 Manufacturing . ____________ | ______|._..___ 201, 7 226. 1 2%2 8 ﬂiz %:I;gg :{2:13;
to forei .| 162,9 | 175.6 | 168,4 | 168,5 | 170, 179.9 { 174,83 Durable goods.. 127.51 130.8; 133.1 . . .
Payments to foreigners ’ 4 41181 Nondurable goods.._ ...} ___.__|...____ 74.2| 75.3| 77.8/ 70.3| 80.4| 818
fmports of goods and services_.| 155.1 | 184.7 | 160.6 | 165.6 | 178.6 | 187,7 | 187.4 | 185.1
Merchandise __} 123.9 | 150.5 | 129.5 | 133.2 | 145.8 | 153.3 | 153.4 | 149.5 ‘Wholesale trade_____________]...____ ceeeeoo| 743 75.2) 78.8] 79.5] 80.8] 82.6
Other. . ______.___._.____| 3L1| 32| 3L0| 32.4| 328 34.5| 340 356 Durable goods._. _| 45.6] 46.0{ 47.5| 48.8 50.6] 51.2
Nondurable goods._. .. .- |.._____t_______ 28,77 29.2] 3L.2[ 30.7{ 30.2] 3l.4
Transfer payments (net) - .____ 4.2 4.4 4.8 4.2 4.0 3.9 4.9 4.8 .
From persons (net).. L9 L2 9 Loj Li| Lo| 13| 12 R%all tﬁ?deg,;{d ............................ %g 3{1{52, gg.g gg. 3 2(1)- g 23. ?
3. . 3 3 3 urable goods.__ - 3 . 3 3 . .
From government (fiet) . 3.2 2] 39| 32| 29| 29| 36| 36 Nondurable goods. I aas] a7 w8 495 s1.4] 5204
Interest paid by government
to foreigners. .. _________._____ 4.5 5.6 4.6 4.7 4.9 5.2 5.9 6.6 37.9| 39.1| 40.2] 40.8| 42.4| 43.4
Net foreign investment________ -9 |—19.1| ~1.5 | =5.9 )—17.1 |—18.8 |—18.2 |—22.1 Finalsales 2. ___________|._.___.|_..__ 1,441,5|1,486.1;1,518,5(1,564,7(1,604,4(1,657. 6
Ratio of inventories to L a11 5 308 507 304
Table 15.—Gross Saving and Investment (5.1) Nonfarm s I s k| ch ) o

Grosssaving_.____...... 237.0 | 274,3 | 244,8 | 232,2 | 251,4 | 277,2 | 284,5 [ _.____
Gross private saving .| 272.5 | 294,7 | 277.2 | 261, 6 { 262,9 | 292,1 | 310.5 |...____
Personal saving. . _._......__ 65.9 | 67.8 | 64.8 | 56.3 | 514! 68.5( V3.3 7.8
Undistributed  corporate

profits with inventory

valuation and capital

consumption adjust-

ments__._.__....__.__._. 27.6 | 209 31.6 | 20.8 | 22.5| 30.3 | 37.4 | ____..

Undistributed profits....._ 56.4 | 61.7| 58.0 | 52.5 | 58.8 | 64.1 | 6L.2 {____.__

Inventory valuation ad-

justment.._.___. ... _. ~14.1 |[—14.5 |—11.7 {—16.9 [—20.6 |—17.8 | —5.9 {—13.8

Capital consumption ad-

justment_._____________. ~14.7 |—17.2 | =147 |—14.8 |—15.6 |—~15.9 |—17.9 |—19.4
Corporate capital consump-

tion allowances with

capital consumption ad-

justment.._.._.____.____. 111.8 | 121.9 | 112.9 | 115.2 | 117.6 | 119.4 | 123.7 | 127.0
Noncorporate capital con-

sumption allowances with

capital consumption ad-

justment 67.2 | 75.1| 68.0 69.2| 7L4| 73.8| 76.2| 78.9
Wage accruals les:
ments..______ ... __._____ 0 0 0 0 0 0 0 0
Government surplus or defi-
¢it(—), national income and
—35.6 |—20.4 |~32,4 (—29.4 |—11,5 {~14.9 |—26.0 |______.
~-54.0 |—49.6 (—53.5 |—55.9 |—38.8 |—40.3 |—58.9 |__.____
8.4 20.2 ) 21.1) 265 | 27.3 | 25.4 | 32.9 |_______
Capital grants received by the
United States (net) .________. 0 0 0 0 0 0 0 0

Gross investment________ 242.5 | 275.3 | 252,8 | 237.5 | 254.7 | 276,1 | 285,4 | 284,9
Gross private domestic invest-
ment ... .. ... 243.3 | 294.3 | 254.3 | 243.4 | 271.8 | 204.9 | 303.6 | 307.0
Net foreign investment________ —.91-19.1 | =15 —5.9 |—17.1 |—~18.8 [-18,2 |-22.1

Statistical discrepancy.__ 5.5 1.0 8.0 5.3 3.3 —12 2 P

» Preliminary.

1. Inventories are as of the end of the quarter. The quarter-to-quarter change in inventories
calculated from current-dollar inventories shown in this table is not the current-dollar change
in business inventories (CBI) components of GNP, The former is the difference between two
inventory stocks, each valued at end-of-quarter prices. The latter is the change in the physical
volume of inventories valued at average prices of the quarter, In addition, changes calculated
from this table are at quarterly rates, whereas CBI is stated at annual rates.

2. Quarterly totals at annual rates.

3. Equals ratio of nonfarm inventories to final sales of business. These sales include a small
amount of final sales by farms.

Note.—Table 16: Inventories are classified as durable or nondurable as follows: For manu-
facturing, by the type of product produced by the establishment holding the inventory; for
trade, by the type of product sold by the establishment holding the inventory; for construe-
tion, durable; and for other nonfarm industries, nondurable. The industry classification is
based on the 1972 Standard Industrial Classification.

Table 17: The industry classification of compensation of employees, proprietors’ income,
and rental income is on an establishment basis; the industry classification of corporate profits
and net interest is on a company basis. The industry classification of these items is based
on the 1972 Standard Industrial Classification.

Billions of 1972 dollars

Inventories ! ____________| ______{______ 300.8] 300.4/ 302,8/ 306,1 310,0( 312,0
Farm.._ ...} ... - 42,0/ 41.4| 413 41.2 41.3 41.6
Nonfarm__________ .|| 258.8( 259.0) 261.5| 264.9| 268.7| 270.4

Durable goods... 147.4| 147.4) 1488 150.7 152.4| 153.3
Nondurable goods. 111.4| 111.6{ 112.7| 114.2; 116.4) 117.1
Manufacturing_. | 127.7( 128.1| 128.7| 130.3] 131.4/ 13L.8
Durable goods... 82.4] 82.7| 83.0| 83.8 84.2/ 84.4
Nondurable good 45,3| 45.4| 45,7 46.4| 47.3] 47.4
49.8| 49,7 50.5] 511 61.7 51.9
315 3.2 3.8 32.4) 329 32.9
18.3 18.5 18.7 18.6 18.8 19.0
Retail trade_____________ . _foooofaeo.o. 58.0| 57.7| 58.8/ 60.0{ 62.0f 62.9
Durable goods. _. 25,70 25.6] 26,1 26.4] 27.3 27.8
Nondurable goods.......__|.______{_______ 32,3 320 327 336 347 350
Other. . fe. 23.4] 23.6| 28.5] 23.6] 23.7 23.8
Finalsales? ____________| ______|_______ 1,076, 6|1,095,7(1,106,5(1,121,7(1,134, 81, 156, 3
Ratio of inventories to
finalsales. ___ ________|...____{____.__ L2790 L2740 274 L2730 273 . 270
Nonfarm3__________.______._._ R . L2400 .236) .236) .236) .237] .234

Table 17.—~National Income Without Capital Consumption Ad-
justment by Industry (6.4)

National income with~
out capital consump-
tion adjustment. . __.__ 1,399, 3(1,562, 31,415, 0(1,437.9(1,488,2(1,545,7{1,583.6|_______
Domestic income.____.____.___ 1,384,9(1, 544, 8(1,399.7|1,423, 4/1,470, 61,527, 3]1,565.9| _______
Agriculture, forestry, and
fisheries. ... ... 40.8; 44.5| 38,7/ 39.8| 44.4| 44.2f 410
Mining and construction_.._] 87.1] 99.1] 87.5 9.5 90.7| 99.5) 102.1
Manufacturing.._._._.._.___ 365.0| 411.4| 369.9| 370.8] 386.5) 410.8
Nonduarable goods...._.._. 146.9] 160.7 148.2 148.3; 152.4; 159.4
Durable goodS.........._- 218.1( 250.8/ 221.7| 222.6) 234.1| 25L.4
Transportation.._._._.__.._ .. 50.6/ 55.8/ 517 52,1 53,2 555
Communication......___.... 30.9] 35.4| 3L.4] 32.5] 33.3] 345
Electric, gas, and santiary
ServieeS. . ieiiaiaooos 25.9] 28.9| 26.3| 25.4] 28.0f 27.4
Wholesale and retail trade_ .} 220.7} 245.5| 225.5( 229.5| 234.8) 241.8
Wholesale 91.1]  99.7[ 93.71 927 946 98.7
Retail ... 129.6) 145.8] 131.8] 136.8/ 140.1] 143.1
Finance, insurance, and real
estate_ .. . .. ... 160.8| 181.5) 163.1 166.8) 172.2] 177.8] 184.4( ____ __
Services. . ... .o . ceioeo-- 188.2 211.5] 189.5 195.5| 202.5| 207.9] 214.4|_______
Governmen govern-
ment enterprises.._....... 214.9| 231.1] 216.0| 221.4| 225.0{ 227.9| 232.0f....__.
Rest of the world.._.._...__... 4.4] 17,5 15.3] 14,4 17.6] 18,4 17.7] 16,3
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Table 18.—Corporate Profits by Industry (6.18)

Table 19.—~Implicit Price Deflators for Gross National Product (7.1)

Corporate profits with
inventory  valuation
and capital consump-
tion adjustment._....___

Domestic industries__._...____
Financial .. ____
Nonfinancial . .._._._._____.

Restofthe world_.___._.______

Corporate profits with
fnventory  valuation
adjustment and with-
out capital consump-
tion adjustment._..._..

Domestic industries._.__._____
Financial 1____________
Federal Reserve banks.

Nonfinancial .. _.__________
Manufacturing.. ._
Nondurable goods_._____
Food an
roduets. ... _.______
Chemicals and allied
products.______.____
Petroleum and coal

Durable goods._......____
Primary metal indus-

ries. oo ..
Fabricated metal

products______._____
Machinery, except

electrical.. __.___.__
Electric and  elec-

tronic equipment._._.
Motor vehicles and

equipment._________
Other. ... ... ___.

‘Wholesale and retail trade.
Transportation, communi-

cation, and electric,
gas, and  sanitary
services. ... _..._...___.
ther .. _.

Corporate profits before
deduction of ecapital
consumption allow-
ances with inventory
valuation adjustment. .

Domestic industries. .._._______
Finaneial \_.._______________

Nonfinancial ___.____.__.___.
Manufacturing____________
Nondurable goods.._____
Food and kindred
roducts
Chemicals and allied’
produets.___________
Petroleum and coal
produets_ . ..___.____
Other_ . . __....._

Durable goods......____.
Px;lgxary metal indus-
Fabricated

products..__________
Machinery,
electrical.___________
Electric and elec-
tronic equipment____
Motor vehicles and

equipment..___._.__

ther ... ________
Wholesale and retail trade.|
Transportation, com-
munication, and elec-
tric, gas, and sanitary
services_ ... . oo
Other.._ .. __.__

128,1
119.9
18.0
1019
8.1

10.8
29.9
2.4
3.5
5.9
3.7

7.2
7.2

27.1

1L.5

8.1

5.2
9.6
6.6

10.7
12.8

37.4

28.3
8.1

140.3
130.8
20.4
110.4

9.6

133.5 | 123.1 [ 125.4 | 140,2 | 149.0 (_._____
125.1 | 115.4 | 115.3
18.3 1 183 10.1
106.8 | 97.1  96.3
8.4 77| 10.1] 107 9.6 ...
148,2 | 137.9 | 14,0 | 156,2 | 166,9 |_....__
139.8 } 130.2 | 131.0 | 145.5
18.4) 184 192 199
59 6.1 6.1 6.2
125 123 ] 13.1 | 137
121.3 | 11..8 | 111.8 | 125.5
68.4 | 62.9) 65.2 | 76.4
37.4| 38394 3.7 3.0
9.7 7.1 5.1 5.6
7.3 6.6 7.7 8.3 81 [emeaes
9.3 9.9 9.2 | 10.5 [ R P
1.2 10.3 | 1.7 | 12.6 | 142 |._..__.
3.0 ) 2.0 3L5| 39.4| 37.5 ...
2.2 1.1 L0 2.7 J: 2 (R
3.7 3.0 3.2 4.1 4.3 ) -
6.3 6.6 6.8 7.7 89 |oeeenn
3.9 4.0 4.6 5.3 5.0 faeeee-
7.3 6.9 8.0 9.8 8.8 |aeaee
7.7 7.4 7.9 9.8 | 10.4 |-
291 27.4] 24.0) 254 3120 .. .
12,21 10,4 | 1L6 | 1L5 | 141 | ..
1.6 1.1} 1.0 122 13.2 f..._.
8.4 77| 1.1 10,7 9.6 ... __
246,4 | 238,
238.0 | 230.
3 23,
. 9 6.
7.2 17,
214.8 | 207,
108.8 | 104,
56.5 | 53.
13.2 | 10.6
1L9| 1L2| 125 13.2 | 13.2 |.e.o...
14.7| 155 14.8] 16.1 | 185 |. ...
16.8| 16,0 17.6 | 18.6 | 20.2 |...._.
523 50.9| 53.6| 61.8 | 60.1 |..._.._
6.0 4.9 4.9 6.7 4.4 | ..
5.4 4.7 4.9 58 6.1 [oneeos
100 10.3| 105 1.5 127 |
6.8 7.0 7.6 8.3 80 |t
10.8| 10.8| 119 13.6 | 12.3 ... __.
13.3] 13.3| 13.9) 159 165 | ...
3.6} 381 34.8| 36.4f 426 ...
37.9 ) 36.7| 3837 388 | 420 ...
28.5] 28.4} 285 ) 20.9] 3L4 ... .
8.4 771 101 10,7 9.6 | ...

Gross national product._ |133,88 (141,32 (134,56 136,35 (138,13 |140,52 (142,19 (144,34
Personal consumption expend-

itures... ... ... .. 133.2 | 140.7 | 134,0 | 135,6 | 137.9 | 139.8 | 141,7 | 143.2
Durable goods..........._.__ 1247 { 130.0 | 125.3 | 127.2 | 129.3 | 120.5 | 130.0 | 131.2
Nonglurable goods___.___.... 137.7 | 144.1 [ 138.3 | 139.3 | 141.5 | 143.8 | 144.9 | 146.0
Services. . .o oooiiacaco.o. 132.3 | 141.5 | 133,2 | 135.4 | 137.8 | 140.1 | 142.9 | 145.1

Grossprivate domesticinvest-

(T 1| AR JORIPIPIPN FIPRIpRpY PRSI PRI PROSRSPRE FSN PRI PRSI
Fixed investment.......__.. 139.8 | 150.3 | 140.6 | 142.9 | 145.8 | 148,56 | 151.3 | 165.3

Nonresidential ... ..... 138.7 | 146.0 | 139.2 | 140.9 | 142.5 | 144.4 | 146.9 | 150.2

Structures...............| 150.7 | 160.3 | 150.9 | 152,8 | 156.6 | 159.7 | 160.9 | 164.0
Producers’ durable
equipment. . _._...... 133.1 | 139.8 | 133.9 | 135.4 | 136.5 | 137.7 | 140.8 | 144.1
Residential._. ... ... 142.5 | 159.9 | 144,1 | 147.5 | 153.7 | 1567.6 | 160.9 | 166.5
Nonfarm structures...._. 143.0 | 160.5 | 144,5 | 148,0 | 154.3 | 158.2 | 161.5 | 167.3
Farm structures......._. 142,9 | 159.4 | 145.3 | 148,9 | 153,7 | 157.7 | 160.6 | 166.5
Producers’ durable
equipment. _....__._.. 122,6 | 126.8 | 123.4 § 123.8 | 125,2 | 126.6 ; 127.6 | 127.9
Change in business inven-
702 ¢ U JSUPUR PR PSRRI PRSPREY MPPOI MPRSPRSUIDY ORI SRRSO SPpYIe) B,
Net exports of goods and

Bervices. ... ..o g ... ISR [SOLPI PSPRUPDN DRI IO RPN R,
Exports. .. .oooocoiaiial 170.0 | 179.2 | 172.0 | 174.0 | 175.9 | 180.8 | 180.2 | 180.0
Imports .. .occcoeeoaaoool 194.3 | 211.5 | 198.4 | 199.3 | 207.0 | 210.6 | 213.9 | 214.6

Government purchases of

goods and services_.___.... 136,7 | 145.7 | 137,2 | 139.8 | 142,3 | 144,6 | 146,3 | 149.4
Federal . ... ... 134.8 | 143.5 | 134.7 | 138.2 { 140.6 | 142.0 | 143.3 | 147.8
Stateand local . ...._..._.... 137.7 | 147.1 [ 138.6 | 140.7 | 143.4 | 146,2 1 148.1 | 150.4

Table 20.—Fixed-Weighted Price Indexes for Gross National
Product, 1972 Weights (7.2)
Gross national product. .| 134,9 | 143.2 | 135,5 { 137.5 | 139.9 | 142,3 | 144,0 | 146,
Personal consumption expend-
ures_...__._ pt ............ 134,0 | 141,7 | 134,8 | 136,3 | 138.6 | 140,9 } 142,8 | 144.4
Durable goods_...._._......_ 124.8 | 130.5 | 126.3 | 127.3 | 120.3 | 130.0 | 130.6 | 132.0
Nondurable goods........... 138.9 | 145.6 ] 130.6 | 140.4 | 142.7 | 145.3 | 146.6 | 147.7
Services. ... ... 132.6 | 142.0 | 133.7 | 135.6 | 138.1 { 140.6 | 143.4 | 145.6
Gross private domestic invest-

ment. . e e e e e m e e JRRRRPR I
Fixed investment__._ ... ... 141,1 | 152.7 | 142.0 | 144.5 | 148.1 | 151.1 | 163.8 | 157. 5

Nonresidential .. .__....... 140.3 | 148.9 | 140.9 | 143.0 | 145.1 | 147.6 | 149.8 | 152.7

Structures_ . _.......... 148.4 | 157.5 | 148.7 | 150.6 | 153.7 | 156.8 | 168.4 | 160.9
Producers’ durable
equipment__.__._..... 135.7 | 144.0 | 136.4 | 138.6 | 140.3 | 142.4 | 144.9 | 148.0

Residential_ ... _....... 142.5 | 159.7 | 144.0 | 147.4 | 163.6 | 157.4 | 160.7 | 166.4
Change in business inven-

753 2 = PSSV P FNGR FUUIRIIN NP RPN BRI PESYEE O,

Net exports of goods and serv-

1 U S, [N DRURUUIUN ISR FUURY PRSP PRI S
Exports. .. ..o 172.4 | 181.8 | 173.9 | 176.2 | 177.8 | 182.6 | 182.6 | 182.7
Imports. ... oaiaaol 185.2 | 199.2 | 188.8 | 190.6 | 194.5 | 198.7 | 202.7 | 205.2

Government urchases of

goods and s:rvices.-.... .1 137.1 | 16,0 | 137.5 | 140,4 | 142.7 | 144,8 | 146,6 | 149.7
Federal ___.._._._...._...... 136.4 | 145.2 | 136.3 | 140.4 | 142.3 | 143.6 | 145.2 | 140.4
State and local.............. 137.6 | 146.6 | 138.3 | 140.3 | 142.9 | 145.7 | 147.6 | 150.0

Addenda:
Finalsales.. .. ............... 134.8 | 143.1 | 135.4 | 137.4 | 139.8 | 142.2 | 143.9 | 146.0
Gross domestic product ____._. 134.4 | 142.6 | 135.1 | 137.1 | 139.4 | 141.8 | 143.4 | 145.6
Business_ ... ...o... 134.7 | 142.7 | 135.3 { 137.1 ] 139.4 | 141.9 | 143.6 | 145.5
Nonfarm._.._._...._._..... 1834.5 { 142.9 | 134.9 | 137.1 { 139.0 { 141.6 ; 143.7 |__..___

» Preliminary.

1. Consists of the following industries: Banking;
dealers, and services; insurance carriers;

and commodity brokers,

companies; stnall business investment companies;

and real estate investment trasts.

credit agencies other than banks; security
regulated investment

NoTE.—Table 18: The industry classification is on a company basis and is based on the

1972 Standard Industrial Classification.
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1976 1977 1976 1977
1976 [ 19772 III v I 11 111 IV 1976 | 19772 | III I v I ' II jeti I Ve
Seasonally adjusted Seasonally adjusted
Index numbers, 1972=100 Index numbers, 1972=100
Table 21.—Implicit Price Deflators for Gross National Product by Table 24.—Implicit Price Deflators for Net National Product and
Major Type of Product (7.3) National Income by Sector (7.7)

Gross national product_ _|133,88 |141, 32 |134,56 [136,35 (138,13 (140,52 (142,19 [144,34 Net national product_ .. | 133,0 | 140,2 | 133,6 | 135.4 | 137,1 | 139,56 | 141,0 | 143.0
Finalsales. ... .._....... 133.7 | 141.2 | 134.3 | 136.2 | 138.1 | 140.3 | 142.1 | 144.3 Net domestic product_________. 132,5 | 139.6 | 133.1 | 134,9 | 136,5 | 138,9 | 140,4 | 142,5
Change in business in-

ventories. ... oo eeeoiooc Business__.._....._._...___. 132.4 | 139.1 { 133.0 | 134.5 | 135.9 | 138.5 | 140.0 | 141.8

Nonfarm....._._......... 132.1 | 139.3 | 132.9 | 134.7 | 135.8 ( 138.5 | 140.6 |_._..._
138,1 Farm.____ . ... 146.1 | 136.0 | 140.9 | 132.9 | 144.8 | 144.2 | 122.5 | 133.3
137.9 Resldual. .|
Change in business in-
wventories. ..o e e e e Households and institutions.| 139.6 | 152.2 | 141.1 | 143.6 | 148.8 | 150.6 | 162.4 | 156.6
Government. _.__.__________ 131.5 | 139.6 | 131.7 | 134.9 | 136.9 | 138.4 | 139.7 | 143.3
Durable goods. ............. 129.0 | 134.5 | 130.2 { 131.9 | 132.6 | 133.9 | 135.6 | 136.6
Final sales .| 128.8 | 134.2 | 129.6 | 131.7 | 132.4 | 133.2 | 134.6 | 136.5 Restofthe world._. .. | __ ) ool
Change in business in- .
wentories .. ..o e e fe e[ National income. ___.__. 134.1 | 41,6 | 134,8 | 136,6 | 138,3 | 140,8 | 142,83 |______.
Nondurable goods......._... 133.6 | 137.3 | 133.7 | 134.0 | 134.7 | 187.4 | 137.6 | 139.2 Domestic income.. ._._._.._ .. 133.5 | 14,0 1 134,2 | 136,1 | 137.7 | 140,1 | 141,6 |.___.._
Final sales | 133.1 | 137.0 | 133.1 | 183.7 | 134.6 | 136.8 | 137.7 | 138.9
Change in business in- Business__.._......_....... 133.6 | 140.7 { 134.3 | 135.9 | 137.3 | 139.9 | 141.5 |...___.
ventories. ... .. oo o e [P PRI P, Nonfarm. .. _____..__.._... 133.8 | 141.1 | 134.6 | 136.5 | 137.4 | 140.2 | 142.5 |______.
b:) 8 {1 (IO 128.7 [ 126.3 | 124.6 | 118.4 | 133.9 { 129.8 | 110.5 | 130.9
Services_..................... 133,8 | 143,1 | 134,7 | 137.1 | 139,6 | 141,9 | 144,3 | 146,7
Structures.______.............. 1458 | 158.8 | 1466 | 149,1 | 153.6 | 157.1 | 159,8 | 164,2 Households and institutions_| 139.6 | 152.2 | 141,1 | 143.6 | 148.8 | 150.6 | 152.4 | 156.6
Government__._._____._____ 131.5 § 139.6 | 131.7 | 134.9 | 136.9 | 138.4 | 139.7 { 143.3
Table 22.—Implicit Price Deflators for Gross National Product by [Restoftheworld..... ...} ... || R T S B
Sector (7.5)
Table 25.—Implicit Price Deflators for Auto Qutput (7.9)
Gross national product._{133,88 141,32 1134.56 (136,35 |138,13 (140,52 |142,19 |144,34
Gross domestic product. ... 133.4 | 140,8 | 134,1 | 135.9 | 137.6 | 1400 | 1417 | 143.8 Autooutput.__..._..__.. 125,65 | 130.7 | 126.3 | 129.1 | 130.3 | 129,7 | 129.8 | 133.2
Business . - oo 133.5 | 140.5 | 134.2 | 135.8 | 137.3 | 139.8 | 141.5 | 143.4 Finalsales.._.___._._________. 125,1 | 131,0 | 126.3 | 129,1 { 130,9 | 130,5 | 129.9 | 132.5
Nonfarm_____2-2177777770 133.3 | 140.7 | 134.1 | 135.9 | 137.1 | 139.7 | 142.0 |._.... Personal consumption ex- 3 3 . 0.1 | 142.0

Nonfarm less housing__.]| 134.6 | 141.9 | 135.4 | 137.3 | 138.4 | 141.0 | 143.3 |. - penditures.........._... 132.1 ) 140.4 | 133.8 | 136.9 | 139.9 | 139.7 | 140.1 | 142,

Housing ________________ 121.5 | 129.6 | 122.3 | 123.9 | 126.5 | 128.6 | 130.6 | 132.6 Newautos. _...___..____. 122.3 | 128.6 | 122.5 | 124.9 | 126.8 | 127.4 | 128.9 | 131.8

arm._._._..___.._1L110 1451 | 140.1 | 141.6 | 136.2 | 145.6 | 1466 | 1305 | 130.0 Net purchases of used
e e I B ISt I Producegs"'durable equip- -;os i oss | 1000 | 1051 | 1015 | 102.2 | 1041 | 112,

instititi ment. ... oo 3 3 104, . . . . A
Households and institutions.| 139.6 | 152.2 | 141.1 | 143.6 | 148.8 | 150.6 | 152.4 | 156.6 New atitos. ... 2120 0777| 1221 | 1284 | 1223 | 1247 | 126.1 | 127.2 | 128.7 | 13L'5
Government___.._......_.. 1315 | 130.6 | 1317 | 134.9 | 136.9 | 138.4 | 130.7 | 143.3 Net purchases of used
Federal..._.__..__.....__. 128.8 | 136.6 | 127.6 | 133.2 | 134.6 | 134.9 | 135.1 | 142.0 Not e OS'E ------------------
State and local . ........... 132.8 | 141.0 | 133.8 | 135.7 | 138.0 | 140.2 | 141.9 | 141.0 %xg‘g-%; s
Restof the world______.._____. Imports

Table 23.~—Implicit Price Deflators for the Relation of Gross
National Product, Net National Product, and National Income

(7.6)

Gross national product..._.. .

Less: Capital consumption al-
lowances with capital
consumption adjust-
ment

Equals: Net national produect._. _

Less: Indirect business tax
and nontax liability
plus business transfer
payments less subsi-
dies plus current sur-
plus of government
enterprises...._.____._

Residual

Equals: National income

133. 88

1421
133.0

141,32

151.8
140.2

134.56

143.2
133.6

136. 35

145.3
135.4

138,13 (140,52 142,19 {144,34

153.2
141,0

147.6
137.1

149.3
139,5

156.5
1430

» Preliminary.
1. Consists of final sales and
United States.

change in business inventories of new autos produced in the

2. Consists of personal consumption expenditures, producers’ durable equipment, and

government purchases.

" NoTe.—Table 2 “Final sales” is classified as durable or nondurable by type of product.

Change in business inventories’’ is classified as follows: For manufacturing, by the type of
product produced by the establishment holding the inventory; for trade, by the type of prod-
uct sold by the establishment holding the inventory; for construction, durable; and for other

industries, nondurable.

Tables 22 and 24 The industry classification within the business sector is on an establish-
ment basis and is based on the 1972 Standard Industrial Classification.

Government purchases of
goods and services.........
Change in business inven-
tories of new and used

Addenda:
Domestic output of new

122.2
122.3

122.4
122.5

124.9
124.9

127.4
127.4

126.2
126.3

131.7
131.8

Table 26.—Implicit Price Deflators for Personal Consumption
Expenditures by Major Type of Product (7.11)

Personal consumption
expenditures___._____._

Durablegoods_....__..___._.
Motor vehicles and parts___.

Furniture and household
fguipment ................

Housing. ... ...
Household operation.
Electricity and gas..

133.2
124,7
129.1

120.9
122.1

37,7

141.2
117.9

140,7
130.0
136.8

124.1
125.9

1441
147.0

134,0
125,3
130.2

121.2
122.5

138.3

141.7
118.8
165. 1
214.0
132.5

133,2

124.1
139.2
156.2
128.0
130.0
139.9

135,6
127.2
133.6

121.8
123.9

139.3

139,8
129.5
135.9

123.9
125.1

143,8

147.2
121.9
173.3
240.0
138.3

140,1

129.6
145, 2
166. 4
131.2
138.3
147.8

137,9
129.3
136.1

123.1
124.8
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1976 1977 1976 l 1977
1976 {19779 III v I It IIx Ve 1976 {19772 | III 18 \ I II I Ve
Seasonally adjusted Seasonally adjusted
Percent Percent at annual rate Percent Percent at annual rate

Table 27.—Percent Change From Preceding Period in Gross Na- Table 27.—Percent Change From Preceding Period in Gross Na-

tional Product in Current and Constant Dollars, Implicit Price tional Product in Current and Constant Dollars, Implicit Price
Deflator, and Price Indexes (8.9) Deflator, and Price Indexes—Con.
Gross national product: Exports:
Current dollars. - 1.6 | 10.8 8.6 6.7 13.2] 13.7) 10.2] 10.7 Current dollars......________ 10.6 7.8 209 .3 4.4 19.3 4.1 [—-11.9
1972 dollars - 6.0 4.9 3.9 1.2 7.5 6.2 5.1 4.2 1972 dollars....._.__. - 6.5 2.3 1.7 —4.2 .0 7.0 5.6 |[—11.5
Implicit price deflator_._ 5.3 5.6 4.6 5.4 5.3 7.1 4.8 6.2 Implicjt price deflator. - 3.8 5.4 8.3 4.7 4.4 11.5 | -1.3 -5
Chain price index_.._._. 5.6 6.0 4.6 5.9 6.9 7.0 4.3 6.0 Chain price index..._____._._.] 3.6 5.3 7.6 5.5 3.2 1.2} -.3 .1
Fixed-weighted  price Fixed-weighted price index._.| 3.1 | 55| 7.4{ 54| 39| 1.2| —.1 .3
index._ . oo ____ 5.6 6.1 4.8 6.0 7.1 7.0 4.8 6.1
Imports:
Personal consumption expend- Current dollars.............. 22.2| 19.1 ] 299 13.0| 35.4| 221 —.7( ~48

itures: 1972 dollars. ... ___. 18. 4 9.4 108 1.0 165 13.9| —6.7| —6.0

Current dollars__ __ 11.6 | 10.6 9.1 14.1] 12.2 7.6 8.6 12.5 Implicit price deflator. 3.2 89| 17.3 19| 16.2 7.2 6.4 1.2
1972 dollars...._____ 6.0 4.8 3.6 8.6 5.1 1.8 3.0 7.6 Chain price index_. _ 2.9 7.3 4.7 4.1 6.9 7.4 10.3 4.5
Implicit price deflator_. 53| 5.6 6.3 5.0 6.8 5.7 5.5 4.5 Fixed-weighted price i 2.5 7.6 13.0 4.0 8.3 8.8| 83 5.0
Chain price index__ __._ 5.3 5.7 5.2 4.6 7.0 6.6 5.4 4.6
Fixed-weighted price index.. 5.3 5.7 5.2 4.6 7.0 6.8 5.4 4.7 Government purchases of

goods and services:

Durable goods: Current dollars_._.______._._ 6.6 9.3 4.7 7.9 5.4 17.9| 11.0| 13.3
Current dollars_________] 19.6 | 12.9 6.7 18.8 | 28.2 3.6 ~2.2] 16.9 1972 dollars..._______ .5 2.5 .3 0 —L9]| 10.8 6.1 4.1
1972 dollars - 181 8.3 L5 1.8 20.2 3.0 3.9 13.0 Implicit price deflator_ 6.0 6.6 4.4 8.0 7.4 6.6 4.6 8.8
Implicit price deflator...] 5.7 4.3 52 6.2 6.6 .6 1.7 3.5 Chain price index_..___...._| 6.1 6.5 4.8 8.4 7.0 6.2 4.2 8.9
Chain priee index__._._. 54| 45| 43| 68 65| 1.9/ L8| 41 Fixed-weighted price index..| 5.8 65| 45| 86| 68| 61| 51| 88
Fixed-weighted  price

index_.______..........|] 56| 46 4.2 6.7 6.3 22| 2.0 4.4 Federal:
Current dollars..._._.___ 55( 11.8 5.6 12.6 6,61 23.3] 129 16.4

Nondurable goods: 1972 dollars... ... _. -2 5.0 2.5 1.6 —.3] 18.2 8.9 2.9
Current dollars. - 82| 84| 71| 133| 70| 68 64| 139 Implicit price deflator_ 57| 641 30 108) 69 43| 3.6[ 130
1972 dollars. .. 46| 3.6 2.8 10.2 .3 23] 30/ 105 Chain priceindex_.._...| 59| 62 38| 123 5.6 33{ 25| 137
Implicit price -] 34) 471 41)] 28| 67| 65, 32 31 Fixed-weighted price in-

Chain price index......| 3.4| 48 41| 24| 66| 74§ 36 30 S S 56| 64| 38| 128| 66| 34| 45| 123
Fixed-weighted  price
index_ _.______..__.__.| 34| 48] 42| 24| 67| 75{ 36} 30 State and local:
Current doars__.._____. 7.2 7.9 4.2 5.4 4.7 | 149 9.9 | 1L5

Services: 1972 dollars..._____.. 1.0 L1)—-10} ~LO0] —2.8 6.3 4.4 4.9
Current dollars__._.....| 12.4| 1.8 | 1.7 ] 13.3| 12.0| 98| 143| 9.9 Implicit price deflator. 62| 68! 52! 64! 77| 81| 53| 63
1972dollars...._..__....| 49| 45 49| 62! 44| 27| 54| 34 Chain priceindex_.____.| 6.1| 67| 54| 63{ 79| 79| 52| 6.2
Implicit price deflator._.| 7.1| 70| 64| 67| 7.3| 68 85| 63 Fixed-weighted price in-

Chain price index-...__. 71 70| 64| 59| 7.4 75| 81} 63 S 58| 66! 50| 59{ 77| 79| 55| 65
Fixed-weighted  price
index__ ...} 72| 71 6.6 60| 75| 7.5y 82| 63 Addenda:
Grosg private domestic invest- Final sales:
ment: Current dollars_____._____ 9.9 | 10.6 7.9 12.4 9.6 ] 1L9 9.9 | 185
Current dollars. . 28.7 | 21.0 17.3 |—16.1| 55.5| 38.6| 12.4 4.5 1972 dollars_. ... 4.5 4.7 3.4 6.3 3.8 5.1 4.4 6.8
1972 dollars..__._. 22,21 13.1 9.9 |—20.9 | 48.4| 24.3 7.5 —6.1 Implicit price deflator. 5.2 5.6 4.4 5.8 5.6 6.5 53 6.3
Implicit price defl SO PNUNII I Chain price index_.____. 5.6 6.0 4.6 5.9 6.9 7.0 4.3 6.0
Chain price index Fixed-weighted price in-
Fixed-weighted price index_ ... __[-_._.__ [N DO USRI RN RN N deX oo 5.6 6.1 4.8 6.0 7.1 7.0 4.9 6.1
Fixed investment: Gross domestic product:
Current dollars. - .___._.} 14.7( 20.3 | 12.3| 2L3| 24.4| 2567 10.3| 23.4 Current dollars.......- -~ 1.4 107 8.2 6.9 126 | 13.6 | 10.5| 111
1972 dollars ] 86 1L9 6.2 13.8| 147 16.8 2.5| 110 1972 dollars.. . ___..._ 5.9 1.9 3.7 1.3 7.2 6.1 5.3 4.5
Implicit price deflator...| 5.6 7.5 58| 66| 84| 76| 7.6| 1L1 Implicit price deflator._ 52{ 55| 44| 55| 50| 7.1} 49| 63
Chainpriceindex_.....| 60| 77| 62| 71| 90| 78| 70| 107 Chain price index - 66{ 591 45| 60| 67 70{ 43| 60
Fixed-weighted  price Fixed-weighted price index..( 5.6{ 6.1( 46| 61| 70| 70| 48| 62
index................|] 60| 82) 65| 73| 10.2{ 83| 69 105
Business:

Nonresidential: Current dollars....__.__. 120 | 11.1 8.6 6.2 | 13.3| 149 10.9| 10.6
Current dollars..._..._.] 8.6{ 146 | 13.4| 67| 245! 12.8] 1L6] 182 1972 dollars.. ... 6.7] 55| 42| L3| 84] 69] 56| 48
1972 (.io.llars._.__ am - 3.6 8.9 9.0 1.8 19.0 7.0 3.9 8.4 Implicit price deflator. 4,9 5.3 4,2 4.9 4.5 7.5 5.1 5.6
Implicit price deflator._.| 4.8 53 4.1 4.8 4.6 5.4 7.4 9.0 Chain price index._.___.| 5.4 5.8 4.3 5.4 6.5 7.5 4.3 5.2
Chain price index...___.|] 5.5 58 4.6 6.0 51 6.7 6.2 8.7 Fixed-weighted price in-

TFixed-weighted  price P SR 5.4 6.0 4.5 5.5 6.8 7.5 5.0 .2
index_....._......__|] 54| 61 4.6 6.0 6.2 7.1 6.0 81
Nonfarm:
Structures: Current dollars...._._. 12.7 | 11.6 9.4 7.0 13.1| 16.9 | 1.7 |[._.....
Current dollars__.___.| 5.6 10.3 1.3 7.5 6.3] 24.0] 10.81 1590 1972 dollars A 5.8 3.4 1.4 9.0 8.4| 4.8 4.5
. 1972 dollars...... ... 22! 36{ —1] 22|—-35| 147 73| 67 Implicit price deflator.] 52| 56| 59 &5 37| 7.8 6.7 |.......
Implicit price deflator | 3.3] 64| 14| 62| 102 81| 33| 738 Chain price index._.__| 55| 61| 56| 65| 55| 7.5) 56 ...
Chain price index..._| 3.1 6.2 2.5 5.1 8.1 8.6| 48 6.8 Fixed-weighted price
Fixed-weighted price index. oo oo 5.6 6.3 5.9 6.7 5.8 7.5 6.2 (...
index.___.__....._.] 28| 62| 23| 52| 84 83| 42| 66
Disposable personal i :
Producers’ durable Current dollars 9.4 10.4] 67| 10.2| 10.1] 13.4| 10.0| 13.4
equipment: 1972 doNars. oo eoeem 3.8 45| L3| 49| 31] 73| 43| 84
Current dollars_ _._...| 10.2] 16.9 | 20.4 6.2 34.7 7.6 | 1201 19.9
1972 dolars_... ... 4.2 1.3 | 13.4 1.6 30.5| 39| 25 9.2
émhp}icit price t(i]eﬂator_ 5.8 2(7) 6.1 46| 3.3 gg gg gg » Preliminary.
a ice i X 3 3 X .
Fixe’dn‘\gggiégde;ﬁéé' 68 581 64) 35 NoTE.—Table 27: The implicit price deflator for GNP is a weighted average
index .. ______._._. 7.1 6.1 6.1 6.5 4.8 6.3 7.1 9.0 of the detailed price indexes used in the deflation of GNP. In each period, the
T - : weights are based on the composition of constant-dollar output in that period.

Residential: In other words, the price index for each item is weighted by the ratio of the
Current dollars_ . .___.__ 32.2| 33.6 971 63.31 2421 57.9 771 343 quantity of the item valued in 1972 prices to the total output in 1972 prices.
1972 doldars. ... ... __ 23.2 | 19.1| —.4 | 48.8 5.4( 426 | —7| 16.9 Changes in the implicit price deflator reflect both changes in prices and changes
Implicit price deflator__.|] 7.3 | 12.2 | 10.1 9.71 17.9{ 10.8 8.5 14.8 in the composition of output. The chain price index uses as weights the compo-
Chain price index...____ 7.3 | 121} 10.2 9.7 1.9 10.5 8.7 150 sition of output in the prior period, and, therefore, reflects only the change in
Fixed-weighted  price prices between the two periods. However, comparisons of percent changes in

index. ... ... 7.3 ] 12.1] 10.1 9.71 17.81 10.5 871 149 the chain index also reflect changes in the composition of output. The fized-

weighted price index uses as weights the composition of output in 1972.
Accordingly, comparisons over any timespan reflect only changes in prices.



By JOHN T. WOODWARD

Plant and Equipment Expenditures: Year 1978

N EW plant and equipment expendi-
tures by business are expected to total
$150.9 billion in 1978, 10.1 percent
more than in 1977, according to the
survey conducted by BEA in late Nov-
ember and December (table 1). This
survey is the first BEA survey that
covers the year 1978. Estimated 1977
spending, based on the survey con-
ducted a month earlier, is $137.0
billion, 13.7 percent more than in 1976.!

These figures are not adjusted for
price change. BEA began collecting
estimates of capital goods price changes
from survey respondents in 1970. In the
present survey, respondents estimated
that prices of capital goods purchased
by them increased 8 percent in 1977,
and they expect a similar increase in
1978 (table 2).2 The survey results have
usually indicated larger actual price in-
creases than the implicit price deflator
for the fixed nonresidential investment

1. For estimates of prior years, see pages 25-40 of “ Revised
Estimates of New Plant and Equipment Expenditures,
1047-69: Part I” in the January 1970 SURVEY OF CURRENT
BusiNEss and the March 1970, 1972, 1974, and 1976 SURVEY
issues.

The estimate for 1977 js based on actnal expenditures in
the first three quarters plus plans for the fourth quarter.
The plans were adjusted for systematic biases by procedures
described on pages 36-39 of the February 1970 SURVEY.

‘The 1978 plans were adjusted for systematic biases. Before
adjustment, plans were $68.13 billion for manufacturing and
$83.80 billion for nonmanufacturing; the net effect of the
adjustments was to lower manufacturing $0.78 billion and to
lower nonmanufacturing $0.26 billion. The bias adjustments,
which are computed separately for each major industry,
were applied only when plans deviated from actual spending
in the same direction for 5 of the last 7 years. In these cases,
the adjustment used was the median deviation between
actual and planned spending in the last 5 years.

2. Responderits were asked:

“What are your best estimates of average price changes
from 1976 to 1977 and expected price changes from 1977
to 1978:

“a. Prices paid by your company for new construction,
machinery, and equipment.

“b. Prices of goods and/or services sold by your company.”

Similar information was obtained in the corresponding
annual surveys conducted since 1970. The companies’ re-
sponses on capital goods and sales price changes were
weighted by their reported capital expenditures and sales,
respectively.

253-727 O - 78 - 3

component of GNP, The deflator is
considered to be a more reliable measure
of actual price increases, because the
survey may reflect the estimates of
officials at companies’ central offices
who typically have little information
on which to base such estimates. The
deflator increased about 5% percent in
1977, suggesting that real spending on
plant and equipment increased 8 per-
cent. If capital goods prices increase
another 5% percent in 1978, an increase
in real spending of 4% percent for 1978
is implied by the survey results.

Annual surveys taken in November-
December have been reported for the
past 8 years. Planned spending ex-
ceeded actual spending in 4 years and
fell short of it in 4 (chart 5) ; the average
deviation between planned and actual
spending was 1.4 percent. The per-
centages by which planned spending
exceeded actual spending were largest
in the recession years 1970 and 1975.
If the preliminary estimate of 1977
spending is realized, spending plans
for 1977 would show a shortfall of
1% perent—the largest on record.

Table 1.—Expenditures for New Plant and Equipment by U.S. Business !

Allinduatries.__________ .. ...
Manufacturing ___ . ____ ... ..
Durablegoods.__..____________________ ... ____.

Primary metals 3
Blast furnaces, steel wor
Nonferrous metals..

Electrical machinery -

Machinery, except ele

Transportation equipment $_
Motor vehicles_ ._.._._.
Aireraft 4. . ________

Stone, clay, and glass. -

Other durables 5. .. ... ...

Nondurable goods__ . _____ . ... . ... _.......

Food including beverage . .. _._.____ . .. _____________
Textiles_ _______________

Paper_ _._.._._.___.
Chemicals.._....__..
Petroleum.________
Rubber....._._._.___..

Nonmanufacturing. ________________________.___.______.___._.

Mining
Railroad.__.._..___..
Air transportation._
Other transportatio

Communication, commerecial, and other 7._

1976 1977» 1978 2 1976-77 1977-78
Billions of dollars Percent change

120,49 137,02 150,89 13.7 10,1
52,48 61.03 67.35 16.3 10.4
23,68 28,26 31.57 19.3 11,7
5.97 5.89 6.16 —-1.3 4.6
2.99 2,82 2.74 -5.9 —-2.5
2.16 2,25 2.50 2.7 11,4
2.62 3.30 3.72 26,0 12.7
5.03 5.86 6.77 16.6 15.6
3.62 5.27 5.96 45.6 13.0
2.45 4.02 4.48 63.9 1.5
.94 1.00 1,24 6.4 23.4
1.72 2,04 2.33 18.8 14.3
4.73 5.90 6.63 24,7 12.4
28,81 32,77 35,78 13.8 9,2
3.75 4.15 4.59 10.8 10.5
.81 .93 1.05 14.6 12.3
3.27 3.40 3.64 3.9 7.2
6. 68 6,90 7.38 3.4 6.9
11.62 14.18 15.35 22.1 8.2
1.10 1.44 1.62 314 12.3
1.58 1.76 2.16 11.0 23.0
68,01 75.99 83.54 11,7 9.9
4.00 4.44 5.27 111 18.6
2.52 2.90 3.34 15.2 15.2
1.30 1.68 2.17 29.3 28.9
3.63 2.41 1.88 —33.5 -21.9
22,28 26. 14 29,27 17.3 12.0
18.80 21.74 24. 25 15.6 1L5
3.47 4,40 5.02 26.5 14.1
34.29 38. 42 41,61 12.0 8.3

» Preliminary.

1. Excludes agricultural business; real estate; medical, legal, educational, and cultural services; and nonprofit organizations.
2. Estimates are based on planned capital expenditiires reported by business in late November and December 1977. The
estimates of expected expenditures for 1978 have been corrected for biases.

[ aknd

. Includes industries not shown separately.
. Includes guided missiles and space vehicles.

5. Consists of fabricated metal, lumber, furniture, instruments, and miscellaneous.
6. Consists of apparel, tobacco, leather, and printing-publishing.
7. Includes trade, service, construction, finance, and insurance.
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Table 2.—~Change in Prices of Capital Goods
Purchased
{Percent change from preceding year]

Reported in Reported in

Nov.-Dec. Nov.-Dec.

1976 survey 1977 survey
Actual [Expect-| Actual | Expect-
1976 |ed 1977| 1977 |ed 1978
All Industries______ 8.3 7.9 7.8 7.9
Manufacturing__.__.__.._ 8.1 8.0 7.8 7.9
Durable goods..._.____ 8.0 7 7.8 7.6
Nondurable goods..._. 8.1 8.2 7.8 8.2
Nonmanufacturing. . . 8.4 7.9 7.8 7.9
Mining_.._....._ - 1.1 10.1 10.3 10.0
Transportation..______ 8.8 8.2 8.3 8.2
Public utilities_..__._._ 8.7 7.9 7.5 7.7

Communication, com-

mercial, and other. . _ 7.8 7.5 7.5 7.8

The 1978 spending plans show moder-
ate increases for both manufacturing
and nonmanufacturing. In manufactur-
ing, durable goods industries generally
plan larger increases than nondurables.
In nonmanufacturing, all industry
groups except ‘‘other transportation’
plan sizable increases.

Spending plans for manufacturing
are $67.4 billion, 10)% percent more
than spending in 1977; there was a

SURVEY OF CURRENT BUSINESS

16.3-percent increase in 1977. The
largest increases in 1978 spending are
planned by aircraft (23% percent),
“other nondurables” (23 percent), and
nonelectrical machinery (15 percent).
Increases between 10 and 14 percent
are planned by stone-clay-glass, elec-
trical machinery, rubber, textiles,
“other durables,” motor vehicles, non-
ferrous metals, and food-beverage.
Other manufacturing industries plan
smaller increases except iron and steel,
which plans a small decrease.

The smaller increase in manufac-
turers’ planned spending for 1978,
compared with last year’s actual
spending increase, is more than ac-
counted for by four major industries—
motor vehicles, rubber, electrical ma-
chinery, and petroleum. This year,
these four industries plan to increase
their spending only $2.2 billion com-
pared with a $5.1 billion increase last
year.

Spending by nonmanufacturing in-
dustries as a whole is expected to
increase 10 percent, to $83.5 billion;
last year, spending increased 11% per-
cent. Air transportation companies plan

R  CHART 5

Expected and Actual Capital Spending

Percent change from preceding year
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Table 3.—Change in Business Sales

[Percent change from preceding year]

1977 1978
Expected as Ex-
reported in: pected
S, as re-
Actual | ported
Dec. Feb. in:
1976 1977 Dec.
1977
Manufacturing._.__._.___. 10,9 10.3 12,8 10,2
Durable goods 1__ 1L 11,2 14,6 10,7
Primary metals._.._. 14.6 14,2 10.2 12,2
Electrical machinery.| 12.6 12. 4 14.5 10.5
Machinery, except
electrical _...._.._. 9.7 11.2 10.2 10.1
Transportation
equipment._._.__... 13.3 10.2 22,0 10.9
Stone, clay, and glass_| 8.8 9.3 15.1 10.5
Nondurable goods !_.__ 10,0 9.4 10,9 9.7
Food including bev-
N 8.4 7.0 5.8 8.1
Textiles 5.9 5.8 12.6 8.2
Paper.. 1L5{ 10.1 8.0 9.5
Chemicals_ 14.5 12.8 10.8 1.8
Petroleum. R 9.9 10.5 17. 4 10.6
Rubber_____.________. 19.6 16.1 14.2 1.1
8.9 9.1 10,1 10,4
8.4 8.1 10.3 10,2
9.2 9.7 10.0 10.
Public utilities__._______. 15.3 14,4 18.8 11,0

1. Includes industries not shown separately.

Sources: Manufacturing data from Bureau of the Census,
Current Industrial Reports, Series M-3, for first 10 months
of 1977, and BEA estimates for November and December
1977. Trade data are from Bureau of the Census, Current
Business Reports, Monthly Wholesale Trade and Monthly
Retail Trade, and BEA estimates for November and De-
cember 1977. Public utility figures are estimated by BEA
on basis of data collected in the annual business investment
surveys.

a 29-percent increase, the same as last
year’s actual increase. Mining com-
panies plan an 18%-percent increase and
railroads, 15 percent. Gas utilities plan
a l4-percent increase after a 26%-
percent increase last year. Electric
utilities also plan a smaller increase
than occurred last year—11}% percent
compared with 15% percent. Spending
by the “other transportation” group is
planned to decline 22 percent; spending
in 1978 is about half that in 1976 when
outlays for the Trans-Alaska pipeline
were at a peak.

(Continued on page 44)

Table 4.—~Change in Prices of Products and
Services Sold by Manufacturing and
Utility Companies

[Percent change from preceding year]

Reported in Reported in

Nov.-Deec. Nov.-Dec.

1976 survey 1977 survey
Actual |Expect-] Actual | Expect-
1976 |ed 1977 | 1977 |ed 1978
Manufacturing...._.___.. 5.4 5.7 5.9 6.0
Durable %oods. - 5.8 6.1 6.1 6.2
Nondurable goods. 5.0 5.3 5.6 5.8
Public utilities......._.. 12,9 11,7 12,0 7.9




BY ROBERT B. BRETZFELDER

Regional Patterns of Change in Nonfarm Income
in Recession and Expansion

FROM the fourth quarter of 1973 to
the third quarter of 1977, nonfarm in-
come increased faster than the national
average in the southern and western
BEA regions (Southwest, Rocky Moun-
tain, Far West, Plains, and Southeast)
and more slowly than the national
average in the Northeast-Great Lakes
BEA regions (Great Lakes, New Eng-

land, and Mideast). This period ex-
tends from the national cyclical peak
to the most recent quarter for which
regional income estimates are available,
and may be divided into a recession
phase, dating to the national cyclical
trough in the first quarter of 1975, and
an expansion phase, dating from that
trough. In general, the regional pat-

Table A.—Percent Change in Nonfarm Income and Selected Components

Wage and salary disbursements
Ranked by gain in nonfarm income Nonfarm
1973:1V-1977:I1I income Manufac- Construc- State and Private
turing tion local govern- | service-type
ment industries !
1973:1V-1977:111
United States.__.___ ... ___ ... . .. __..__. 43.4 31.6 17.7 417 43,1
Southern and western regions:
Southwest. ... ..o ... 5.1 50.6 49.8 51.0 55.4
Rocky Mountain... e -- 51,8 42.3 22.3 52.9 54.9
Far West__......... 49,7 35.1 38.0 47.7 52.4
Plains._._.. 45.9 38.3 36.4 43.2 47.1
Southeast . . 4.7 37.0 11.0 46.0 43.4
AvVerage. .. 49,2 40.7 3.5 48.2 50.6
Northeast-Great Lakes regions:
Great Lakes.._. 41,1 30.5 19.5 38.4 40.3
d 37.3 28.0 -12,3 30.0 36.8
36,7 212 ~5.7 35.2 33.9
38.4 26,6 .5 4.5 37.0
1973:1V-1975:1
United States___________ ... ... ... 1.9 L9 —-.3 12,7 11,7
Southern and western regions:
Southwest_ ... .. 17.0 | 12,8 10.7 16.4 16.5
Rocky Mountain. . 14.3 11.4 —2.5 15.7 14. 4
15.1 5.9 .9 14.6 14.3
13.2 7.4 7.1 11.0 12.9
1.6 -1.2 -3.6 14.9 10.7
14.2 7.3 2.5 14, 13.8
Northeast-Great Lakes regions:
Great Lakes.. ... ... .. ... io...... 8.6 -2.7 —~1.0 1.0 10.6
Ngw England 9.8 3.7 -12.0 8.5 9.3
Mideast._._.___..__ 10.9 3.0 —~6.8 10.9 9.6
Average 9.8 1.3 —6.6 10.1 9.8
1975:1-1977: 111
United States_...____.____.._ ... 28,2 29,1 18,0 25.8 28,1
Southern and western regions:
Southwest..... ... 3.6 33.6 35.3 20.6 33.4
Rocky Mountain... 32,7 27.7 25.5 32.1 35.4
30.1 27.6 36.7 28.9 33.3
28.9 28.7 27.3 29.0 30.2
29.7 38.7 15.1 27.0 29.6
30.7 313 28.0 29.3 32.4
Northeast-Great Lakes regions:
Great Lakes.. ... ... ... . ... 29.9 34.0 20.7 24.7 26.9
New England..._. 25.0 23.5 —.3 19.8 25.1
Mideast_.__.._.._..__ 23.2 17.7 1.2 21.9 22.2
Average. ...l 26.0 25.1 7.2 22.1 24.7

1. Consists of wholesale and retail trade, the finance-insurance-real estate group, the transportation-communication-

public utilties group, and services.

tern of change that characterizes the
whole period also characterizes both
the recession and the expansion (chart
6). However, regional differences in
the rates of increase in nonfarm income
were wider in the recession than in the
expansion: In the recession, the rates
ranged from 19 percent above the na-
tional average for the southern and

I CHART 6
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western group to 18 percent below the
average for the Northeast-Great Lakes
group; in the expansion, the respective
rates ranged from only 9 percent above
the average to 8 percent below.!

In four of the five southern and
western regions (the Southwest, Rocky
Mountain, Far West, and Plains) the
growth advantage—the percent by
which the rate of increase in nonfarm
income exceeded the national average—
was larger in the recession than in the
expansion. Nearly all major industrial
components of nonfarm income (wage
and salary disbursements in manu-
facturing, construction, State and local
government, and private service-type
industries) increased faster than the
national average, and thus supported
the growth advantage in the recession;
all major components except manufac-
turing supported the advantage in the
expansion (table A). The Southeast, in
contrast, had a growth disadvantage
(the percent by which the rate of in-
crease in nonfarm income fell short of
the national average) in the recession;
it was slight and was mainly due to
declines in manufacturing (especially
textiles) and construction. With sharp
improvement in manufacturing (both
durables and nondurables), the South-
east showed a growth advantage in the
expansion.

The patterns of change were less
uniform among the three Northeast-
Great Lakes regions. The Great Lakes
had the largest growth disadvantage in
the recession; the size of the disadvan-
tage reflected severe weakness in manu-
facturing—especially in the automobile-
manufacturing States of Michigan,
Ohio, and Indiana—and in construc-
tion. In contrast, this region showed a
growth advantage in the expansion. It
was the only one of the three regions
to do so, and the reversal reflected
sharp turnarounds in automobile manu-
facturing and construction and in-
creases nearer to the national average
in State and local government and
private service-type industries. In New
England, the growth disadvantage was
smaller in the expansion than in the

1. The range of the rate of increase in nonfarm income has
been wider in recession than in expansion in the other post-
war business cycles as well. See “Sensitivity of State and
Regional Income to National Business Cycles,”” SURVEY OF
CURRENT BUSINESS, April 1973.

SURVEY OF CURRENT BUSINESS

recession, as private service-type in-
dustries and State and local govern-
ment increased at rates nearer to the
national average. In the Mideast, the
disadvantage was larger in the ex-
pansion, due to weakness in manu-

January 1978

facturing and private service-type in-
dustries. Such weakness was especially
evident in New York, which Ilost
manufacturing plants in the face of
high tax burdens and high labor and
fuel costs.

Table 1.~—Total Personal Income, States and Regions

[Millions of dollars, seasonally adjusted at annual rates]

1976 1977
State and region
I 1I 111 v I 1I 1
United States_......___.____..__ 1,340,368 | 1,368,589 | 1,392,927 | 1,427,974 | 1,470,257 | 1,510,902 1,543,524
New England..___ 78,300 79,241 81,373 83,232 85,503 87,519 89, 557
Connecticut. .. 22,523 22, 546 23,147 23,707 24,349 24,880 25,510
Maine......_... 5,571 5, 694 5, 806 5,975 6, 141 6,208 6,425
Massachusetts._ . 37,134 37,698 38,679 39,492 40,548 41,486 42,383
New Hampshire 4,718 4,814 4,985 5,131 5,275 5,459 5,617
Rhode Island. .. . 5,825 5,916 6,119 6,224 6,427 6, 526 6,690
Vermont....._ ... 2,527 2,573 2, 637 2,703 2,764 2,869 2,932
Mideast...._..._...._.___ ... 289, 681 294, 281 300,842 306, 782 313,510 321,228 328,167
Delaware......____ .- 4,078 4,244 4,257 4,395 4,329 4,452 4,571
District of Columbia - 5, 861 5,982 6,107 6,326 6, 367 6, 481 6, 600
Maryland._.___... - 28, 288 28,844 29,326 30,185 30,678 31,513 32,145
New Jersey - - 51,947 52, 668 53,771 54,921 56,412 8, 053 59, 342
New York.... - 125, 258 126, 682 129,804 131,846 135,057 137,467 140,270
Pennsylvania. ____._._.___._____. , 25 75,860 77,577 79,110 80, 667 83, 262 85,239
268, 606 275,699 280, 865 287,135 295, 946 307, 404 312,892
81,124 82, 84,275 85,774 , 91, 470 93, 070
31, 949 33,111 33, 436 , 203 35,356 36, 769 37,239
60,716 63, 240 64,271 66,483 68,477 71,147 72,599
3 68, 111 69,576 70,813 72,981 76, 040 , 309
28,282 28,572 29,307 29, 862 30,844 31,979 32,676
Plaine. ... ... ... ... 99, 670 103,102 103,739 105,577 109,372 112,176 114,115
________ 17,750 18, 616 18, 854 18, 693 19, 706 20, 164 20,275
........ 14, 656 15,003 14, 967 15, 386 15, 998 16,372 16, 668
...... 23,458 24,325 24,625 25,166 25,977 26, 685 27,147
27,782 28,519 28, 896 29,574 30,410 31,322 32,120
9,373 , 828 9,673 9, 889 10, 185 10, 431 10,578
3,429 3,526 3,433 3,506 3,604 3,675 3,706
3,223 3, 3,201 3,362 3,493 3,527 3,622
Southeast ... ... . 259,376 264,744 268,573 275, 548 285,390 293,217 299, 356
........ 18, 216 18, 518 18,712 19, 396 20, 20, 631 1, 100
Arkansas. - ..o ool 10,572 10,734 10, 644 10, 850 11,454 11,891 12,040
Florida. .. . .. .. 50, 061 50, 767 51,551 53, 358 54,777 56, 046 57,361
Georgia. ... ... ... 26,862 27,508 27,790 28, 602 29, 458 30, 224 30,818
Kentucky_ ... _...____ ... 17,976 18,436 18, 832 19,109 , 003 20, 761 21,022
Louisiana_ ... ... . ... 20,128 20, 816 20, 546 21, 266 22,227 22,868 23,111
Mississippi- - - oceoio 10,470 10,824 10, 724 , 064 11,611 11,918 12,157
North Carolina__.____.___.___... 28, 5563 29, 309 30,169 30, 295 31,900 32, 650 33,545
South Carolina_ . ____..___....... 14,136 14, 380 14,782 15, 099 15,530 15,978 16, 302
Tennessee. ... ... _.._.... 22,243 22,703 , 048 23, 582 24,413 25, 095 25, 660
Virginia. ... . .. ... 30,548 31,155 31,858 32,761 33,543 34,373 35,276
West Virginia........._..._..__.. 9,611 9, 594 9,917 10, 165 10,394 10,782 10,963
Southweat. ... ___..__.__._._... 109, 299 111,817 113, 380 117,112 120,129 123,178 126,472
Arizona. _._ 12,810 12,977 13,273 13,771 14,173 14,419 14,707
New Mexico. 5,899 6,014 6,104 6,338 6,495 6,674 6, 849
Oklahoma. 15,194 15,411 15,690 16,303 16,717 17,234 17,746
Texas 75,396 77,415 78,313 80, 701 82,744 84,851 87,171
Rocky Mountain.__...._.___________ 34,183 34,429 35,415 36,469 37,704 38, 626 39,376
Colorado. _ 16, 209 , . 868 7,387 17,886 18, 347 18,682
Idaho 4,721 4,363 4,999 4,941 5,216 5,317 5,363
Monta 4,159 4,207 4,132 4,363 4,518 4,648 4,699
Utah 6,452 6, 636 6, 795 7,041 7,243 7,376 7,598
Wyom 2,553 2, 589 2,620 2,737 2,841 2,938 3,035
Far West. _______.__.....__......_. 191,571 195, 299 198, 676 205, 854 212, 255 217,038 223,013
California_ . ______ ... ... 149, 245 152,160 154, 868 160, 421 165, 046 169, 066 173,862
Nevada_ ... 4,295 4,388 4,518 4,699 4,909 5,027 5,192
Oregon._ ... ool 14,288 14, 539 14,781 15,367 15, 968 16, 151 16, 468
Washington._.__..__..__.._.____. 23,743 24,312 24, 509 25, 367 26,332 26,794 27,491
Alaska. ... .. ... 3, 661 3,928 3,965 3,999 3,994 3,939 3,888
Hawaii- - oo 6,021 6,019 6,099 6,265 6,454 6,576 6,685
Census regions
Addenda:
New England.._.__.._.__._ .. ... 78,300 79,241 81,373 83,232 , 87,519 89, 557
Middle Atlantie. ... _.__.... 251,454 253, 210 261, 152 265, 876 272,137 278,783 284,851
East North Central....__........ 268, 606 275, 699 280, 865 287,135 205, 946 307,404 312,892
99, 670 103,102 103, 739 105, 577 109, 372 112,176 114,115
197,998 201,783 205,758 211,187 216, 976 222,498 227,582
, 905 70,482 71,315 73,151 76,107 8, 79,939
121,289 124,376 125,193 129,120 133, 142 136, 844 ,
57,188 57,808 59, 310 61,277 63, 281 64, 747 66, 123
196, 958 200, 858 204, 222 211, 420 217,794 222,525 228, 395

Note.—The quarterly State income series have not yet been revised to reflect the benchmark revisions of the annual State
series published in the August 1977 SURVEY. The revised quarterly series (1958-77) will be available in early summer. .

The quarterly estimates of State personal income were prepared by Robert L. Brown and Robert Lipovsky with the aid
of Frances B. Actie and Q. Francis Dallavalle under the supervision of Kenneth P. Berkman.
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Summary

IN the last decade, the institutional
and human environment within which
business must operate has changed in
several ways that adversely affect out-
put per unit of input. This article ex-
amines the effects of three such changes:
(1) New requirements to protect the
physical environment against pollution;
(2) increased requirements to protect
the safety and health of employed per-
sons; (3) a rise in dishonesty and crime.
The common characteristic of these
changes is that they have reduced the
measured output that is produced by
any given amount of input. By ‘“mea-
sured” output, I mean national in-
come or net national product as de-
fined by the Bureau of Economic
Analysis.

By 1975, the last year for which this
article provides estimates, output per
unit of input in the nonresidential busi-
ness sector of the economy was 1.8
percent smaller than it would have been
if business had operated under 1967
conditions. Of this amount, 1.0 per-
cent is ascribable to pollution abate-
ment and 0.4 percent each to employee
safety and health programs and to the
the increase in dishonesty and crime.
The reductions had been small in
1968-70 but were rising rapidly in the
1970’s. The increase in their size cut
the annual change in output per unit

(See footnotes at end of article)
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of input from 1972 to 1973 by 0.2 per-
centage points, the change from 1973 to
1974 by 0.4 percentage points, and the
change from 1974 to 1975 by 0.5 per-
centage points.

A reduction of 0.5 percentage points
in the annual growth rate, the reduction
reached by 1975, is equal to a large
fraction of the growth rates that have
been achieved in the past. For example,
1t is equal to nearly one-fourth of the
annual growth rate of output per unit
of input from 1948 to 1969 (2.1 percent)
and nearly one-fifth of the growth rate
of output per person employed during
that timespan (2.6 percent). The frac-
tions are even larger if comparisons are
made with more recent growth rates,
which are lower for other reasons be-
stdes the impact of pollution abate-

SURVEY OF CURRENT BUSINESS

ment, employee safety programs, and
crime.

The purpose of this article is to aid
analysis of growth and productivity; it
is not to judge the wisdom of govern-
ment programs, which have benefits as
well as costs. It must also be stressed
that, as the article explains, many of
the costs occasioned by pollution abate-
ment, employee safety and health
programs, and dishonesty and crime do
not reduce output per unit of input and
therefore are not included in cost
estimates cited. In particular, costs
imposed directly upon governmental
units and consumers do not have this
effect. A major part of the estimating
process was the division of costs be-
tween those that change output per
unit of input and those that do not.

Part 1: Introduction

This article presents estimates of the
effect upon output per unit of input
in the nonresidential business sector
of three changes in the institutional
and human environment within which
business operates. It is part of a compre-
hensive study of the sources of economic
growth. That broader study will revise
and update series developed in my pre-
vious publication, Accounting for United
States  Economic  Growth 1929-1969
(hereafter cited as Accounting).! I begin
with a short explanation of how this
article fits into the broader framework.

The size of any nation’s output is
governed by many determinants. They
include the number, composition, and
skills of persons engaged in production,
and the capital and land that workers
use—that is to say, all of the “inputs”
used in production. They also include
the existing state of knowledge as to
how to produce at low cost, the size of
markets served, the efficiency with
which resources are allocated among
uses, and many other conditions that
may affect the amount of output that
is obtained from a given amount of
input,

In Accounting, the growth rate of
output in nonresidential business was

divided between changes in input and
changes in output per unit of input.
Changes in output per unit of input
were then allocated among seven deter-
minants, or groups of determinants.?
Examples are changes in the extent to
which labor was overallocated to agri-
culture, and economies of scale made
possible by the growth of markets. For
each determinant, an index was com-
puted that measured the course that
output per unit of input would have
taken if nothing had changed except
that determinant. Six indexes were
estimated directly; the seventh index,
labeled “‘advances in knowledge and all
other determinants,” was obtained by
dividing the index of output per unit
of input by the first six indexes. Conse-
quently, the seventh index captures the
effects of all output determinants that
were not separately estimated; it may
be described as the residual in the
analysis of the sources of growth. It had
a growth rate of 1.4 percent a year from
1948 to 1969 and rose at a fairly steady
rate during this period.

This residual index was defined as a
measure of the joint effects of the in-
corporation of knowledge into produc-
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tion and of changes in a wvariety of
miscellaneous determinants. In Ae-
counting, I expressed a tentative judg-
ment (which still seems correct) that in
the period covered changes in miscel-
laneous determinants had only a small
net effect on the residual index, so that
its growth rate provided an approxima-
tion to the contribution that the in-
corporation of knowledge into produc-
tion had made to the growth rate of
output. But I continued as follows:

“Let me stress that this judgment
does not necessarily extend to the
period since 1969 or the years immedi-
ately ahead. Several changes that do or
may affect measured productivity ad-
versely (which is not a criterion by
which to assess their desirability) are
now taking place, simultaneously and
over a brief timespan. Most prominent
are major and far-reaching controls for
environmental protection which require
firms to use labor and capital for pro-
tection of the environment that could
otherwise be used to provide measured
output. The cost of the required meas-
ures is higher in the short run than it is
likely to be in the long run because of
the need to develop appropriate new
technology and different sources of
supply; because of immobility; and be-
cause delays in securing approval for
new plants threaten to cause shortages
of some products, especially fuels and
power, that are used by other firms,

“Major new legislation to promote
employee and consumer safety is a
second source of increased costs. A
third source has been a rise in the inci-
dence of crime, particularly holdups of
business establishments, thefts of their
merchandise (including shoplifting),
and embezzlement. Wage and price
controls—introduced in 1971, relaxed
in 1972, and subsequently reimposed
and again liberalized—are a possible
fourth source. If long continued they
may raise overhead costs, distort re-
source allocation, and introduce un-
economic labor turnover.” 3

To interpret the recent behavior of
the residual, or indeed of any produc-
tivity measure, one needs estimates of
the amount by which it has been af-
fected by such changes. Estimates are
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provided here for three that seemed
especially likely to be important. One
is the imposition of government con-
trols to protect and improve the
physical environment. The second is
the controls to protect the safety and
health of workers.* The third is the in-
crease in dishonesty and crime among
employees, customers, and the public.
The effects of other changes in the
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environment within which business
must operate are not examined here.’

The series reported for the effects of
the three changes upon productivity
rest on less adequate information than
one would like, and are by no means
precise. Nevertheless, they are be-
lieved sufficient to add appreciably to
understanding of recent productivity
experience,

Part 2: Costs Incurred To Protect the
Physical Environment

Legislation relating to pollution
passed prior to the mid-1960’s—the
Water Pollution Control Act of 1948,
with amendments in 1956; the Air
Pollution Control Act of 1955; and the
Clean Air Act of 1963—expressed gov-
ernmental concern about pollution but
did not importantly affect business
costs. Subsequent legislation did. At the
Federal level, this legislation included
the Water Quality Act of 1965 and the
1972 Water Pollution Act Amend-
ments, the Motor Vehicle Air Pollution
Control Act of 1965, the Air Quality
Act of 1967, the Clean Air Amendments
of 1970, numerous amendments to
these basic air and water pollution
laws, and provisions affecting other
types of pollution. State and local
governments have also introduced new
laws and regulations and more vigorous
enforcement of existing provisions. The
effect of the new environmental con-
trols was not immediate and their
impact upon business costs and pro-
ductivity can be ignored through 1967.
1 attempt annual estimates beginning
with 1968; they are meant to cover
controls imposed by all levels of
government.

A General Explanation of the
Estimating Procedure

Some of the expenditures made to
protect the environment reduce meas-
ured output per unit of input. The
reason is that the labor and capital
whose services they purchase provide
no measured output whereas they

would have done so if not diverted to
environmental protection. Measured
output refers to products that are
counted as final products in the national
income and product accounts (NITPA’s).
My objective is to calculate the effect of
changes in environmental expenditures
upon an index of output per unit of
input. To do this for any period, one
must know the percentages by which
environmental expenditures reduced
measured output per unit of input at
both the beginning and end of the
period, or at least the amount by which
the percentage changed during the
period. This section provides a general
explanation of the estimating procedure.
It is followed by a detailed description
of sources and methods, and the actual
estimates.

The proportion of inputs diverted
from production of measured output

The estimates rely on the presump-
tion, common in economic analysis,
that if purchases of any commodity
represent a certain percentage of the
value of the Nation’s output, then the
percentage of the Nation’s total factor
input that is used to produce that com-
modity is about the same. Conse-
quently, percentage distributions of
output and input are similar. In this
formulation total factor input refers
to a combined measure of labor, capital,
and land. To calculate total factor in-
put, these three factors of production,
and the various types of each factor,
are combined by using their earnings as
weights.
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The percentage distribution of total
factor input corresponds to the per-
centage distribution of output more
closely if output is valued at factor
cost—that is to say, as the sum of the
earnings, including profit, of labor and
property—than if it is valued at market
prices, which also include indirect
business taxes. When measured net of
depreciation, the factor cost measure is
called national income (NI) and the
market price measure, net national
product (NNP).

Measured output per unit of total
factor input (henceforth, simply ‘“in-
put”) is reduced if there is an increase
in the proportion of input that is used in
activities that do not contribute to the
production of products counted as final
products. This occurs when certain
types of purchases for pollution abate-
ment and control (PAC) increase rela-
tive to purchases of goods and services
that are counted as final products.

Because only certain types of ex-
penditures for PAC divert input from
production of measured output, and
thus reduce output per unit of input,
environmental expenditures must be
divided between those that have this
effect and those that do not.

When the costs of environmental
protection are borne by government or
by consumers, diversion of expenditures
and inputs to environmental protection
does not reduce measured output per
unit of input. This is so because pur-
chases of goods and services for en-
vironmental protection by government
and consumers, like all their other
purchases, are counted as final products.
Consequently, such purchases merely
replace other final products that could
have been produced by the inputs
absorbed by environmental protection.

In contrast, costs of environmental
protection that are incurred by business
on current account, whether for pur-
chases from other enterprises or for the
direct hiring of labor, are not counted
as purchases of final products. Because
they absorb inputs that would other-
wise be used to produce final products,
the diversion of inputs to environmental
protection lowers output per unit of
input below what it would have been
in the absence of the diversion. The
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dollar cost of the environmental ex-
penditures, when expressed as a per-
centage of measured output plus these
expenditures themselves, measures both
the percentage of input diverted to un-
measured production and the per-
centage reduction in measured output
per unit of input that they cause.

Capital goods acquired by business
for pollution abatement are counted as
final products when they are purchased,
so their production in place of other
final products does not immediately
reduce measured output per unit of
input. What does reduce measured out-
put per unit of input is the use of part
of the stock of capital for pollution
abatement, because the proportion of
the stock of capital goods present at
any date that business devotes to pol-
lution abatement is not available to
produce products that ave counted as
final. Given the total stock of capital,
measured output is reduced by the
value of the services that this capital
would have provided if used to prcduce
final products.

This value is measured as the sum of
depreciation on pollution abatement
capital and an imputed net return on
this capital. It represents the oppor-
tunity cost of using capital for pol-
lution abatement. Depreciation is calcu-
lated directly for pollution abatement
capital, using a formula (the straight-
line method), service lives, and pro-
cedures as consistent as practical with
those used in the NIPA’s. The imputed
net return, which I call the net oppor-
tunity cost of using capital for pollution
abatement, is calculated as the product
of the net stock of pollution abatement
capital and the ratio of earnings net of
depreciation to the net capital stock
that is observed for capital in general.

The business sector in the NIPA’s
can be divided between the services of
dwellings and nonresidential business.
This article is confined to nonresidential
business so environmental expenditures
associated with dwellings, chiefly for
trash collection and sewage disposal,
must be omitted from the aggregate
used.

I now summarize the discussion to
this point. PAC costs incurred by
government and consumers, and PAC
costs arising from the use of dwellings,

SURVEY OF CURRENT BUSINESS

must be omitted in appraising the effect
of programs for environmental pro-
tection on output per unit of input in
nonresidential business; only PAC costs
mcurred by nonresidential business en-
terprises need to be considered. Viewed
from the standpoint of a pollution-
abating enterprise, PAC costs are the
cost of the labor it hires directly for
PAC, depreciation on the capital it uses
for PAC and the net opportunity cost
of this capital, and payments to other
firms for materials and services that are
purchased for PAC (which represent
returns to the labor and capital used
by such suppliers).® Summed for all
enterprises, these PAC costs provide
an estimate of the amount by which the
value of measured output is reduced by
outlays for environmental protection,

Classification of costs between gov-
ernment and consumers, on the one
hand, and business, on the other,
usually is clearcut and can be based on
who makes the expenditure in the first
instance. But this is not necessarily so
in exceptional cases when, as the result
of the initial business expenditure, there
is a recognizable change in a final
product. Pollution abatement devices
installed in motor vehicles (autos and
trucks) are the outstanding example.
Such devices add to the unit values of
motor vehicles but they do not raise
motor vehicle prices as measured by the
Bureau of Labor Statistics (BLS) and
the Bureau of Economic Analysis
(BEA). This is so because these agen-
cies consider that the difference in unit
value between vehicles with and with-
out these devices represents a difference
in real product rather than in price.
The outcome is the same as if pur-
chasers bought the pollution abatement
devices separately from vehicles. Con-
sequently, the devices on vehicles
bought by consumers and government
must be classified in the category of
PAC purchases by these groups (and
omitted from expenditures that reduce
output per unit of input) while devices
on vehicles bought by business must be
classified as capital outlay for pollution
abatement equipment by business (and
included in the stock of pollution abate-
ment capital against which depreciation
and net opportunity cost are charged).
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Use of incremental costs

Business incurred costs for disposal
of sewage and solid wastes and to limit
air, water, and other forms of pollution
before 1967 and would have continued
to do so in the absence of new environ-
mental controls. Consequently, the total
cost of pollution abatement must be dis-
tinguished from the incremental cost.

Total cost, as I shall use the term,
refers to the concept that BEA uses
when it provides estimates of national
expenditures for PAC. It is, in brief, the
difference between costs with tech-
niques actually used and costs that
would be incurred with the minimum
cost method that business would choose
if it were indifferent to pollution.’

By incremental cost, I mean the
excess of total cost over a baseline cost
that may be defined either as (1) the
cost that would have been incurred in
the absence of an increase in the string-
ency of environmental requirements
since 1967, or (2) the cost that would
have been incurred if the 1967 level of
abatement costs had continued un-
changed after allowance for growth and
price level changes. These two alterna-
tive definitions, it may be noted, are
not precisely synonymous, but data
are not sufficiently refined to permit
any distinetion between them to be
drawn in practice.

To obtain the effect of increased pol-
lution controls upon an index of output
per unit of input, one must know incre-
mental costs. In this article, these are
sometimes calculated by measuring
directly the incremental costs that were
occasioned by changes in requirements
and sometimes by estimating both
total costs and baseline costs and sub-
tracting to obtain incremental costs.

Numerical illustration of effects on
output per unit of input

Use of the incremental cost estimates
will now be illustrated with some hypo-
thetical numbers. As a preliminary, I
note that—as in the broader study of
which this is a part—output is meas-
ured by NI, which is the same as net
national product valued at factor cost.
Use of NI rather than some other out-
put measure, such as gross or net
national product at market price, in-
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fluences my procedures to a minor
degree.

Suppose now that incremental costs
incurred for environmental protection
of types that must be counted, which
were zero by definition in 1967, reached
$3 billion in 1972 and $10 billion in
1975. Suppose also that measured NI
originating in nonresidential business
was $597 billion in 1972 and $990
billion in 1975. In the absence of a
diversion of resources to environmental
protection, the sector’s measured NI
would have been the sum of these
amounts, $600 billion in 1972 and
$1,000 billion in 1975. Therefore, the
change in environmental protection
conditions after 1967 reduced output
per unit of input in nonresidential
business 0.5 percent in 1972 and 1.0
percent in 1975. The same statement
can be made about total output in the
sector only if the change in provision for
environmental protection did not
change the amount of total input.® But
such a qualification is not needed when
the percentages are used, as I do use
them, to measure effects on output per
unit of input, because an induced
change in total input would change
total output rather than output per
unit of input.®

Since output is valued at factor cost,
costs of environmental protection must
also be valued at factor cost if the
percentages are to be correct. If, in-
stead, environmental costs are valued
at market price, which is normally
higher, the percentages will be too
high unless NNP is substituted for N1
when the percentages are computed.

The percentages should be based on
data in current (as distinguished from
constant) prices, as is usually the case
in resource-allocation calculations. The
reason is that relative prices of products
each year should reflect the relative
quantities of inputs required for their
production in the same year, not in
some earlier or later year.

Subtraction of the illustrative per-
centages from 100 percent provides an
index that is similar in form and mean-
ing to those I derived for components of
output per unit of input in Accounting.
With 1967=100, its value is 99.5 in
1972 and 99.0 in 1975. Its meaning is
that measured output per unit of input
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would have been equal to these percen-
tages of its 1967 amount if nothing had
changed except provision for environ-
mental protection. The growth rate of
the index—minus 0.13 percent in 1967~
75—provides the amount in percentage
points by which provision for environ-
mental protection reduced the growth
rate of output per unit of input.

The index for effects of environ-
mental costs on output per unit of in-
put would be approximately the same
whether >utput is measured by NI or
NNP. However, if gross national prod-
uct were used, the decline in the index
would be reduced—in practice by about
one-tenth. The appropriate dollar fig-
ure for the inecremental cost of environ-
mental protectipn is the same whether
it is related to net or gross product.
But the value of gross product is
larger, by an average of 11 percent in
nonresidential business in the 1972-75
period. If this were also true in the
illustrative example, gross product
would have been $663 billion in 1972
and $1,099 billion in 1975. The per-
centage reductions would have been
0.45 (3/663+3) in 1972 and 0.9
(10/1,099+10) in 1975.

Derivation of Cost Estimates

My series for the incremental cost
of pollution abatement to nonresidential
business is the sum of 10 component
series, less the value of materials and
fuel reclaimed as a result of the incre-
mental outlays for pollution abatement.
Table 1 shows these components and
total incremental cost, which rose from
zero in 1967 to $9,549 million in 1975.
The estimates for each year are ex-
pressed in current prices of that year.
The series had to be pieced together
from various sources. Some guessing
was also required. A general review of
sources will be followed by a line-by-
line description of the series.

The most important source of in-
formation is the Abatement and Control
Expenditures Branch (ACEB) of the
Environmental and Nonmarket Eco-
nomics Division, BEA. Two articles in
the SurveEy oF CURRENT BUSINEss
report 1973, 1974, and 1975 plant and
equipment expenditures by U.S. busi-
ness for the abatement of air, water,
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and (except for 1973) solid waste pollu-
tion abatement; a third provides de-
tailed estimates of national expenditures
for PAC in 1972, 1973, and 1974.1°
These figures refer to total rather than
incremental expenditures. ACEB also
provided unpublished detail and, very
importantly, annual series for the net
stock of pollution abatement structures
and equipment that it prepared for
this study by use of the perpetual in-
ventory method. Depreciation esti-
mates consistent with these capital
stock estimates were also prepared and
made available, and I have used them
in preference to lower estimates, pub-
lished in the February 1977 Survey,
that were secured by adjusting esti-
mates valued at historical cost so as to
reflect current prices. ACEB furnished
additional estimates, which are de-
scribed below, and advice on the use of
its information.

Annual reports of the Council on
Environmental Quality (CEQ) con-
tain estimates of total and incremental
pollution control expenditures; how-
ever, each report contains estimates for
only a single year. Because procedures
are constantly changed and underlying
data revised, estimates for most com-
ponents are not comparable from year
to year and time series cannot be ob-
tained. Nevertheless, estimates for 1974
and 1975 were used as checks on esti-
mates for some components of business
costs and, occasionally, other use was
made of the data.

BLS reports annually the value of
changes in automobiles that result
from environmental regulations (as
well as from safety regulations and other
causes).

The Bureau of the Census, U.S.
Department of Commerce, has col-
lected and published a variety of data
for the pollution abatement costs and
expenditures of manufacturing estab-
lishments in 1973, 1974, and 1975.1!

I now turn to the line-by-line de-
scription of the estimates in table 1.
The reader will follow the description
more readily if he appreciates that,
both in table 1 and in the BEA esti-
mates of national expenditures for
PAC, costs are classified from the
standpoint of the enterprise whose
pollution is being abated.
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1. Current costs: motor vehicle emis-
sion abatement

The cost of additional maintenance
and gasoline consumption that was
incurred on business-owned motor ve-
hicles as a result of environmental
requirements in 1972-74 is taken di-
rectly from the Survey, February 1977,
p. 15, table 2. Incremental cost and
total cost, as the latter is defined and
measured by BEA, are synonymous for
this component. Nearly all of the cost
was incurred on automobiles, as dis-
tinguished from trucks.

The 1972 estimate was extrapolated
back to 1968, and the 1974 estimate for-
ward to 1975, by a preliminary series
that was constructed in the following
way. (a) Annual pollution abatement
costs in the form of additional gasoline
(the “fuel penalty”) and additional
maintenance, valued in 1974 dollars, in
1968-74 were obtained for all automo-
biles from CEQ’s 6th Annual Report,
December 1975, figure 8, p. 525.'2 The
percentage increase from 1974 to 1975
was calculated from the series for pro-
jected costs attributable to light-duty
vehicle emission controls (total costs
less equipment costs) shown in Environ-
mental Protection Agency (EPA), The
Cost of Clean Air, April 1974, table
II1-10, p. 111-22. (b) To secure busi-
ness expenditures in constant prices,
each year’s estimate for all automo-
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Table 2.—Incremental Pollution Abatement Capital of Nonresidential Business,
Average for Year

{Billions of dollars)

1967 1968 1969 1970 1971 1972 1973 1974 1975

Motor vehicle emission abatement ... ____|...._.__ 0.0 0.1 0.1 0.2 0.3 0.4 0.7 1.0
Air and water pollution abatement except

motor vehicle emissions._ .5 1.3 3.1 5.4 8.1 1.9 18.2 26.0

Solid waste disposal .0 .0 A .1 .2 .3 .5 .6

Total incremental netstock . _________________ ] .______ 5 1.4 3.2 5.7 8.6 12,6 19,4 27,6
Addendum: Total net stock, air and water
pollution abatement except

motor vehicle emissions________._ 5.0 6.0 7.2 9,2 1.9 15.3 19.8 26, 6 35.0

1. Business vehicles only.

biles, obtained in (a), was multiplied by
the ratio of the new automobile com-
ponent of producers’ durable equip-
ment to the sum of this series and the
new automobile components of personal
consumption expenditures and govern-
ment purchases. Data are from NIPA
table 1.17. Each year’s allocation was
based on the value, in 1972 prices, of
car purchases during the preceding 5
years, excluding years before 1967. (c)
A price index with 1972=100 was con-
structed by combining the implicit
price deflators (1972=100) for personal
consumption expenditures for gasoline
and oil (weighted 5) and for user-
operated transportation  services
(weighted 3) from NIPA table 7.12.
The weights were based on relative
expenditures for the fuel penalty and
for additional maintenance in 1972, as

Table 1.—Incremental Pollution Abatement Costs That Reduce National Income Per Unit
of Input in Nonresidential Business

[ Millions of dollars]

1967 1968 1969 1970 1971 1972 1973 1974 1975
Current costs: '
1., Motor vehicle emission abatement 1._____ 0 86 180 257 396 558 867 | 1,409 1,831
2. Air and water pollution abatement except 0 71 180 431 7421 1,115 | 1,521 | 2,221 3,217
motor vehicle emissions.
a) Direct labor cost_ .. _.______.__________ 0 24 61 147 252 379 517 686 933
b) Equipment leasing, materials, sup- 0 47 119 284 490 736 | 1,004 | 1,535 2,284
plies, services, and other.
3. Payments to use public sewer systems._ .. 0 20 40 60 100 139 179 218 242
4. Solid waste disposal..____________________ 1] 26 56 87 127 167 225 289 362
Depreciation:
5. Motor vehicle emission abatement 1._____ 0 3 10 19 31 48 72 111 174
6. Air and water pollution abatement 0 17 50 116 198 295 426 660 976
except motor vehicle emissions.
7. Solid waste disposal 0 1 2 5 9 14 24 37 53
Net opportunity cost of invested capital:
8. Motor vehicle emission abatement !______| 0 3 10 17 28 42 60 89 136
9. Air and water pollution abatement 0 56 144 341 589 883 | 1,285 ] 1,947 2, 756
except motor vehicle emissions.
10. Solid waste disposal 0 1 3 7 13 23 33 51 68
Less:
11. Value of materials and energy reclaimed_ 0 8 17 27 48 74 93 136 266
Total incr tal cost 0 276 658 | 1,313 | 2,185 | 3,210 | 4,599 | 6,896 9,549

1. Business vehicles only.

shown in the CEQ figure 8 cited in (a).
(d) The constant-price series was multi-
plied by this price index to secure the
series for business costs in current prices
that was used to extrapolate the 1972-
74 BEA data.

2. Current costs: air and water pol-
lution abatement except motor
vehicle emissions

Total nonresidential business ex-
penditures on current account for air
and water pollution abatement, other
than motor vehicle emission abatement,
in 1972-74 were obtained from the
Survey, February 1977, p. 15, table 2,
by combining eight series: expenditures
for air pollution abatement by private
manufacturing establishments, pri-
vately owned electric utility establish-
ments, other private nonmanufacturing
establishments, and publicly owned
electric utilities, and expenditures for
water pollution abatement by the same
four groups. This is the series that is
conceptually desired except that it is
for total rather than incremental
expenditures.’

In the absence of similar data for
other years, 1972 current expenditures
were extrapolated back to 1967, and
the 1974 figure forward to 1975, by a
series for the stock of capital for air and
water pollution abatement; it seemed
reasonable to suppose that the two
series would rise in a fairly similar
pattern, and they actually did so from
1972 to 1974." The capital stock series
has the same industrial coverage as the
series for current expenditures except
that, for lack of data, it excludes outlays
by publicly owned electric utilities.
(Such utilities account for only 2
percent of current expenditures.) The
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capital stock series (which is unofficial
and was prepared by ACEB) measures
net stock in current prices as of July 1.
It is shown in the addendum line of
table 2.

The baseline value of current ex-
penditures for air and water pollution
abatement, like the baseline value of
most other types of pollution abatement
costs, was calculated on the assumption
that expenditures would have moved
like output in nonfarm nonresidential
business in the absence of changes in
environmental requirements. (Farm
output is excluded because the ex-
penditures exclude those made in farm-
ing—which were, in any case, small.)
Consequently, to obtain an annual
series for baseline current expenditures,
the figure of $687 million, which had
been obtained for actual expenditures
in 1967, was extrapolated to all later
years by NNP originating in nonfarm
nonresidential business. Baseline cur-
rent expenditures were then deducted
from total current expenditures to
secure incremental expenditures.

My estimates for 1974 and 1975 can
be compared with CEQ estimates. With
values expressed in billions of dollars,
the comparison is as follows.?

Total
cost

Incre-
mental
cost

Baseline
cost

D O
(SIS
W =
[T SIS E 5

Bl ' ed
o e

In 1974, the two estimates of baseline
cost are fairly similar while the esti-
mates of incremental cost diverge,
whereas in 1975, the opposite is the
case. Such different results for the 2
years are possible because CEQ’s esti-
mates for 1974 are not comparable
with its estimates for 1975.

For subsequent calculations, it is
desirable to divide the series for incre-
mental expenditures between direct
labor costs and other current costs. The
Census Bureau reports already cited
provide such data for total environ-
mental expenditures by manufacturing
establishments: labor costs were 34.0
percent of the total in 1973, 30.9
percent in 1974, and 29.0 percent in

SURVEY OF CURRENT BUSINESS

1975. Lines 2a and 2b of table 1 were
calculated on the assumption that direct
labor cost constituted the same per-
centage of the incremental cost in all
industries combined as it did of the
total cost in manufacturing. The 1973
percentage was used for earlier years.

3. Current costs: payments to use
public sewer systems

Payments to use public sewer systems
are not counted in water pollution
expenditures of private business in line 2
of table 1, so there is no duplication
between lines 2 and 3. The incremental
cost to be counted in line 3 is not large,
however, even though public sewer
systems are in the business sector (they
are classified as government enterprises)
and their current expenditures are
large ($1.6 billion in 1974 according to
the February 1977 Survey, p. 15,
table 1). Most costs of public sewer
systems are excluded from incremental
cost, both because they are allocated to
dwellings rather than nonresidential
business and because they cover ordi-
nary sewage disposal and treatment no
different from practices already custom-
ary in 1967.

There were no new Federal controls
in the period covered by this study. The
cost that is to be counted arises in part
because new local environmental regu-
lations sometimes required secondary
and tertiary treatment of sewage from
nonresidential business firms, which
entailed higher charges to the firms,
and in part because the raising of
standards for primary treatment itself
Increased charges to nonresidential busi-
ness along with other users.

Manufacturers paid $178 million in
1973, $203 million in 1974, and $228
million in 1975 to governmental units
(all levels) for “public sewage use,”
according to the Bureau of the Census.'®
ACEB analysts suggested that two-
thirds of the 1973 outlay may have been
attributable to new environmental re-
quirements. Thus, the 1973 payments
of $178 million divide into $59 million
of baseline cost and $119 million of
incremental cost. The 1973 baseline
cost was extrapolated to 1974 and 1975
by NNP originating in nonfarm non-
residential business; the resulting series
was then subtracted from total pay-

27

ments to secure incremental costs for
manufacturers in 1974 and 1975. To
allow for nonmanufacturing industries,
for which not even figures for total
payments are available, the incremental
cost for manufacturers was raised
one-half.

No usable data for years before 1973
were located. Incremental cost was set
at zero in 1967, and the intervening
years were estimated on the assump-
tion that the absolute annual increase
from 1970 to 1973 was double that from
1967 to 1970.

4. Current costs: solid waste disposal

Trash collection and disposition, and
other solid waste disposal, may be
performed by governments or privately.
Unlike sewerage, solid waste disposal
by governments is not considered a
government enterprise in the NIPA’s
(see NIPA tables 3.13 and 3.14)
but, instead, an activity of govern-
ment. As a result, government pur-
chases for solid waste disposal are final
products. Consequently, diversion of
resources to solid waste disposal by
government does not reduce measured
output, and costs incurred by govern-
ment must not be counted in table 1—
not even when governments impose a
charge for their services. BEA and CEQ
use classifications to report environ-
mental statistics that distinguish gov-
ernment from private solid waste dis-
posal so government expenditures are
readily omitted.

BEA provided unpublished estimates
of the nonresidential portion of the
series for total private current expendi-
tures for solid waste disposal that is
shown for 1972-74 in the February 1977
SurveY, p. 15, table 1. BEA also
divided the nonresidential expenditures
among manufacturing ($476 million in
1974), commercial nonmanufacturing
(consisting of retail trade, finance, and
services, and amounting to $974 million
in 1974), and other nonmanufacturing
($932 million in 1974). The commercial
nonmanufacturing series was provided
for 1970-71 as well as for 1972-74.

Of the three components, only the
manufacturing series rose appreciably
faster during the period for which 1t
was available than did nonfarm non-
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residential business NNP. The absence
of a sharp increase in the other compo-
nents suggests that the incremental
cost of pollution abatement was not a
large part of total cost except in manu-
facturing. ACEB analysts suggested
that it would be reasonable to assume
that about 14 percent of the total 1975
private cost was incremental cost in
nonresidential business as a whole, and
about 30 percent in manufacturing.
These percentages, which implied about
10.1 percent for nonmanufacturing in-
dustries, were incorporated into the
estimates.

The exact procedure for securing the
series for incremental cost shown in
table 1, line 4, will now be described.
It is the sum of series for manufactur-
ing and nonmanufacturing.

The 1972-74 series for total expendi-
tures by manufacturers was first ex-
tended to 1975 on the assumption that
the ratio of such expenditures to
nonfarm nonresidential business NNP
increased the same amount in 1975 as
in 1974. The 1975 incremental cost in
manufacturing was taken as 30 percent
of total cost (or $157 million). The
percentage was assumed to have in-
creased a constant 3.75 points a year,
from zero in 1967. These data and
assumptions yielded 1972-75 estimates
of incremental cost. To secure esti-
mates for 1968-71, when total manu-
facturing costs were not available, the
ratio of incremental cost to nonresi-
dential business NNP was assumed to
have increased the same amount each
year from 1968 to 1972.

To complete a 1967—75 series for total
expenditures by nonmanufacturing in-
dustries, the 1972-74 estimates were
extrapolated back to 1970 by the “com-
mercial”’ component. The resulting 1970
figure was extrapolated back to 1967,
and the 1974 figure to 1975, by NNP
originating in nonfarm nonresidential
business. (It may be noted that the per-
centage change from 1973 to 1974 was
the same in the two series.) Incremental
expenditures of all nonresidential busi-
ness in 1975, computed as already
stated at 14 percent of total expendi-
tures, came to $362 million."” Subtrac-
tion of the estimate of $157 million for
manufacturing left $205 million as the
incremental cost in nonmanufacturing

SURVEY OF CURRENT BUSINESS

industries, equal as already stated to
10.1 percent of the total cost in these
industries, To secure incremental costs
in earlier years, this percentage was
estimated to have increased linearly
from zero in 1967.

5. Depreciation: motor vehicle emis-
sion abatement

See description of line 8.

6. Depreciation: air and water pollu-
tion abatement except motor
vehicle emissions

Estimates of total depreciation in
current prices for the years 1967-74
were provided by ACEB. ACEB de-
rived them as part of the calculations to
obtain the estimates of capital stock
provided for this study. The estimates
rise from $223 million in 1967 ($173
million in manufacturing and $50 mil-
lion in nonmanufacturing, including
electric utilities) to $1,036 million in
1974 (3721 million in manufacturing
and $315 million in nonmanufactur-
ing).'®* A preliminary estimate was
made for 1975 on the basis of the pre-
vious pattern of increase in constant-
price depreciation and the rise in the
BEA implicit price deflator for fixed
nonresidential investment (NIPA table
7.1).

Baseline depreciation was estimated
by extrapolating 1967 depreciation by
NNP of nonfarm nonresidential busi-
ness. Incremental depreciation is equal
to total depreciation minus baseline
depreciation.

7. Depreciation: solid waste disposal
See description of line 10.

8. Net opportunity cost of invested
capital: motor vehicle emission
abatement

This line and line 5 (depreciation),
which is also described here, are the
sum of series for automobiles and
trucks. The automobile component is
the larger by far.

Automobiles.—Series for gross and
net capital stock and depreciation were
compiled in the following steps.

(a) The dollar increase in average
retail value of automobiles that resulted
from pollution abatement devices that
were added in each model year was
assembled from BLS releases titled
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“Report on Quality Changes for (year)
Model Passenger Cars.”” There were
increases in every model year from 1968
through 1977, except in 1969; much the
biggest increase was in 1975,

(b) The series was converted to a
calendar-year basis on the assumption
that each model year’s addition applied
to one-fourth of the previous calendar
year’s cars.

(¢) The -calendar-year series was
converted to 1967 prices by deflating the
current-price series by the BLS Con-
sumer Price Index for new cars. The
constant-price series was then cumu-
lated to secure the increment to the
price per car due to additions to pollu-
tion control costs since 1967, valued in
1967 prices. The cumulated increments
were then multiplied by the passenger
car price index to place them in current
prices.

(d) Average prices of new cars in
current dollars were obtained from
annual issues of Automobile Facts and
Figures (published by the Motor Ve-
hicle Manufacturers Association of the
United States, Inc. MVMA], Detroit).!®

(e) The ratio of the cumulated incre-
mental pollution abatement cost per
car (computed in step c¢) to the price
per car (described in step d) was com-
puted for each year.

(f) This ratio (which reached 5 per-
cent in 1975) was multiplied by the
“new autos”’ component of BEA’s series
for producers’ durable equipment in
1972 prices (NIPA table 1.17) to obtain
the value in 1972 prices of pollution
abatement devices included in new
business automobiles.

(g) The undepreciated value of the
pollution abatement devices contained
in used automobiles sold by business
to consumers (minus devices sold by
consumers to business) was subtracted
from the value of devices in automobiles
newly purchased by business to secure
gross capital formation in the form of
antipollution devices.?* (All of these
data were in 1972 prices.)

(h) Gross capital stock in 1972 prices
was computed from the series for gross
capital formation by use of the 10-year
average service life for cars used by
BEA in computing capital stock and
depreciation in the NIPA’s.?* (The
Winfrey distribution was not intro-
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duced.) Because the period since capital
formation began was less than 10 years,
pollution abatement devices in all cars
that were not sold remained in the
business stock throughout the period.
Gross capital stock in 1972 prices at
yearend was obtained by cumulating
past investment, and a yearly average
of the values at the beginning and end
of the year was calculated.

(i) Depreciation in 1972 prices was
calculated as 10 percent of this gross
stock series. Depreciation was con-
verted to current prices (as shown in
table 1, line 5) by use of the BLS price
index for new automobiles.

() Net capital stock in 1972 prices
at yearend was obtained by deducting
the depreciation in 1972 prices accumu-
lated during the previous and current
years from yearend gross stock in 1972
prices. Values at the start and end of
each year were averaged. This constant-
price series was multiplied by the BLS
price index for new automobiles, shifted
to a 1972 base, to obtain the value of
the net stock in current prices. This
series represents the incremental net
stock.

To secure the opportunity cost of
invested capital, the incremental net
capital stock was multiplied by an
estimate of the ratio of earnings to net
stock in alternative uses for capital. For
the latter series, I used the ratio of
nonlabor earnings in nonfarm corpora-
tions to the value of the net stock of
capital and land in such corporations.
This series is described in Accounting,
appendix J; revisions in NIPA’s and
other data entering into its calculation
were incorporated.

The actual ratio for nonfarm corpo-
rations is strongly affected by the
business cycle, and collapsed in 1974-75
after falling sharply earlier in the
1970’s. However, I wish to use a series
from which the effects of business cycle
swings have been removed in order to
prevent the adverse effect of pollution
abatement costs on output per unit of
input from diminishing In recessions
because of cyclical drops in the general
ratio of earnings to capital stock.

To do this, I substituted trend values
for the actual ratios. Two periods from
which least squares trends might rea-
sonably be computed are 1947-69 and
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1947-73. The former yields trend per-
centages that decline slowly from 11.6
percent in 1969 to 11.4 percent in 1975.
The latter yields percentages that are
lower and fall more sharply, from 10.5
percent in 1969 to 9.8 percent in 1975.
Use of either period implies that the
1974-75 figures were greatly reduced by
recession. For the pollution abatement
calculation, I have averaged the values
from these two trend lires, securing a
cyclically adjusted series that drops
from 0.112 in 1967 to 0.111 in 1969 and
to 0.106 in 1975.

The ratios of earnings to asset values,
actual and cyclically adjusted, from
1967 to 1975 are shown in table 3. The
estimate of net opportunity cost is the
product of net stock and the cyclically
adjusted ratio.

Trucks.—The estimated cost of pollu-
tion abatement devices in new trucks
purchased by business each year is the
sum of estimates for gasoline-fueled
trucks with a gross vehicle weight
(GVW) of 6,000 pounds or less and
those with a GVW of 6,001 pounds or
more.?? This division was necessary be-
cause these classes were subject to
different controls.

(a) The first step was to obtain the
number of trucks in each category in
each calendar year. The National In-
come and Wealth Division of BEA
provided ann