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Economic Highlights

War Outlays Expand Rapidly

War expenditures, most comprehensive indication of progress
in War Program, rose from March annual rate of 36.5 billion
dollars to about 42 billions in April . . . have more than doubled
in 5 months since November. These outlays—for war construe-
tion, new industrial facilities, armaments and other military
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by the Reconstruction Finance Corporation and by Foreign Purchasing
Missions in the United States.

supplies, pay and subsistence of the armed forces . . . including
offshore expenditures to maintain our forces abroad, and aid
to Allied Nations—now equal almost one-third the Nation’s
output of all goods and services. The proportion 1 yvear ago
was less than one-tenth. Rapid gains in recent months have
been aided by curtailiment and conversion of civilian activities.
Rising curve of war expenditures will absorb well over half of
national produet . . . diminish share available to consumers
until maximum war potential is attained.

Industrial Strikes Diminish

Strikes, sharply lower since November, averaged about 65,000
idle workers and 6.5 days idleness per worker in each of 4 months
through March. (Slow-downs and secondary effects of strikes
upon other plants are not reflected in these data.) Stoppages
affecting War Program continue . . . involved less than one-
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tenth of 1 percent of man-days of war employment in first
quarter, contrasted with nine-tenths of 1 pereent in same period
last year. Industrial disputes not involving strikes, however,
remain numerous. National War Labor Board has received
176 major cases covering 1.4 million workers. Wage rates are
most pervasive issue in industrial disputes . . . will continue
important within framework of the President’s cost-of-living
program . . . devolve principally upon War Labor Board.
Union status is also important issue.

Construction Aligned to War Needs

Construction, estimated at about BILLIONS OF DOLLARS

April order was necessary to tighten

12 billions this year, would top 1941 '

by 700 millions . . . will be more
largely devoted to war purposes, as
reflected in record military, naval,
and industrial construction—over
half the year’s total-—and enforced
curtailment of other types unrelated
to War. Aprit W. P. B. ‘stop
construction’ order eliminates major
nonessential eivilian projects, princi-
pally in fields of housing, commercial
structures, and public works, in
order to meet war requirements for
airfields, eantonments, war plants,
ete. Private construetion is ex-
pected to decline about one-third
under 1941, Public construction
(exclusive of work-relief construction,
whieh is not shown in accompanying
figure) will increase nearly one-half

. account for 70 percent of 1942 0
total. Limiting factor is universal
shortage of eritical materials . . .

1940

1941 1942

Value of Public and Private New Construction by Type.

control over use of these in building
. with skilled labor supply for
urgent war construction projects
also important, Military and naval
construetion will double this year
. cost 4 Dbillions. More new
industrial plants programmed this
vear than last will involve 2.7 billions
of construction, plus 4 or 5 billions
for industrial equipment . . . an un-
precedented 20 percent expansion of
Nation’s manufacturing facilities in
2 years 1941-42, Most electric
power, railroad, and other utility
construction this year will be keved
to War Program. Emphasis in pub-
lic works will shift to strategic
highways and other war needs.
War-worker housing necessary for
manpower mobilization should sus-
tain nonfarm residential at three-
quarters of the 1941 volume.
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The Business Situation

PRIL will be an important date in United States
economic history because of the issuance of the
General Maximum Price Regulation. This is a land-
mark in Government wartime control over the Nation’s
economy.|{ It seems worth while to set this regulation
in its proper perspective.

For the first 18 months of the present war, the price
level and the cost of living showed little change.
Indeed after the first speculative uprush in September
1939, prices actually fell for nearly a year. The reason
for this behavior has often been pointed out: This
country’s productive facilities then had enough surplus
capacity so that production could be expanded rapidly
enough to keep in step with defense spending. A fun-
damental change occurred after Dunkerque when
appropriations at that time unprecedentedly heavy,
were voted for the Nation’s defense and the volume of
defense spending began the spectacular climb depicted
in the figure on the opposite page. Industrial output,
however, also staged a remarkable spurt. - Thus until
March a year ago the idea of goods shortages remained
merely an intriguing possibility in the minds of most
people.

Shortages first became serious in commodities basic
to the rearmament effort. Hence most of the price
control schedules issued by the Price Administrator
were aimed at stabilizing the prices of such materials
as steel scrap, steel and other metals and metal products,
textiles and textile raw materials and other basic
commodities. By the end of March 1942, 112 such
formal price schedules had been issued. Informal
controls had also been attempted, consisting of volun-
tary agreements made with individual companies or
entire industries to hold prices down, fair-price and
price-freezing requests, suggestions and warnings. In
spite of these measures, the Bureau of Labor Statistics’
general index of wholesale prices rose 20 percent in the
year ending March 1942 and the cost of living rose 12
percent.

As long as shortages were confined to specific com-
modities and in particular confined largely to noncon-
sumer items, selective price control was reasonably
adequate. The country’s abrupt plunge into war
caused immediate and heavy pressure to convert all
possible productive facilities from producing goods for
civilian use to production of war goods. This wide-
spread conversion, now actively in progress, is having
the obvious result of creating shortages of many goods
of civilian consumption at the very time that swiftly
climbing war expenditures are forcing the national
income to levels so high as recently to be considered
unattainable. It is this combination of circumstances

which rendered inadequate price control by the selec-
tive process of tagging specific items and leaving the
others free to rise without limit. Hence the time was
ripe for general, comprehensive and deliberate measures
designed to stop inflation.

The framework for these is the broad program,
inaugurated by the President last month, to:

Stabilize the cost of living through freezing virtually
all prices and rents;

Ration all essential commodities for which civilian
demand exceeds supplies, effecting their orderly and
equitable distribution;

Limit increases in wage rates to the relief of wage
inequalities and of substandard incomes, as one
means of curbing excess consumer purchasing power—
and as additional ways of achieving the latter purpose
to:

Restrict further the use of consumer credit;

Step up consumer savings through greatly increased
purchases of War Bonds out of current income; and

Tax more heavily—this last having the result also of
retarding the growth of the Federal debt.

The first point on the President’s program was imme-
diately implemented. Sweeping control over the gen-
eral price level was effectuated for the first time in
American history on April 28. The General Maximum
Price Regulation, announced then by Price Admin-
istrator Henderson, set price ceilings for all goods and
services equal to the highest prices of March 1942,
Sellers are forbidden to receive and buyers to pay
prices higher than these. These ceilings are, in gen-
eral, not low. The March wholesale price average
(Bureau of Labor Statistics’ index) was 97.6—just a
fraction under the average of the 9 years 1921-29.
Only by the annual average prices of 1923, 1924, 1925,
1926 and'by the inflation peaks of the War of 1812,
Civil War and World War I has the March average
ceiling price been exceeded in the century and more
since 1812. 1If general prices and especially the cost
of living are effectively frozen at this level, then, as
may be seen by reference to figure 1, the country will
be spared the major part of the cost-of-living rise that
so scourged it in the last war. If this happy result can
be achieved, it will set up still another landmark in
our economic history: it will mark the first major war
fought by the United States without there being
drastic inflation whose peaks stand high above the
price levels of previous and succeeding decades.

There are notable exceptions in the coverage of the
general freeze order. These are, in general: prices of
raw agricultural products when below other ceilings
stated in the Emergency Price Control Act of 1942,
prices of personal services, professional services, and
certain items not deemed to be ‘“commodities” under
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the Act, such as restaurants, entertainments, public
utilities, advertising, etc., prices of commodities for
which organized markets do not exist and commodities
already under previously effective price ceilings.

Enforcement is to be effected by suspension of the
licenses of offenders, by ceriminal and civil penalties and
by suits for triple damages payable to buyers charged
prices above the ceilings. The aid of buyers in enforce-
ment is enlisted by permitting them to sue and by
compelling sellers to post prices of “cost of living”
articles where plainly visible to the public.

The Price Administrator outlines procedure by which
relief may be sought for any substantial hardship
Figure 1.—Indexes of Cost of Living of Wage Earners and

Lower-Salaried Workers in Large Cities in World War
I and World War 11
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wrought by the maximum price regulation. Such
relief, however, will not take the form of raising the
ceiling prices. Instead it is implied that relief will be
afforded by making adjustments in the prices at which
retailers buy from wholesalers and manufacturers.
The Office of Price Administration even suggests that
Government subsidies will be employed if necessary in
the effort to maintain the ceilings intact.
Announcement of the price freeze was accompanied
by a “Statement of Considerations Involved in the
Issuance of the General Maximum Price Regulation.”
This was a clear, simple and adequate explanation of the
whole inflation problem which every interested person
would profit by reading. Important technical points
connected with the price regulation were discussed, such
as the base period and the lag between retail, wholesale
and manufacturers’ prices. Most significant, perhaps,
was the discussion of the ‘“ companion measures to the
universal price ceiling.”” These are appropriate steps
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in wage, profits and fiscal policy. Finally the state-
ment seemed to imply that general rationing of scarce
commodities was a step that would be taken in the
not-too-distant future.

Fiscal Policy

The price “freeze” just discussed highlights the
problem created by increased consumer incomes and
decreased consumer supplies. This problem is strik-
ingly illustrated in table 1, which compares the disposal
of consumer incomes in the first quarter of 1942 with
the disposal in the first quarter of 1941. During this
period, while incomes increased 4.7 billion dollars,
direct personal Federal taxes increased 1 billion and the
sale of Savings Bonds to individuals increased 1 billion.
Of the remaining increment of income, approximately
50 percent was saved and 50 percent was spent for goods
and services. The important point to note is that the
inerement spent (1.3 billion dollars) did not, in view of
diminished supplies, prevent an actual decrease in the
goods and services consumed—a decrease of 0.6 billion
dollars when valued at first-quarter 1941 prices.

Table 1.-—~Disposal of Consumer Income, First Quarter 1942

Compared with First Quarter 1941
[Billions of dollars)

First First
Item quarter | quarter | Change
1941 1942
Consumer expenditures for commodities and "
SerVIees. . .. iiiiiiioo. 16.5 17.8 | +1.3
Commodities and services purchased, valued at
at first quarter 1941 prices__._____...._...__... 16.5 15.9 —.6
Consumer expenditures dissipated in form of
higher prices. ... 1.9 +1.9
Direct personal Federal taxes_._._____ . .8 1.9 +1.1
Savings Bond sales: SeriesD & E__.___ . .5 1.4 +.9
Other savings plus State and local direc
taxes (residual) .. ... o ... 2.6 4.0 +1.4
Total (consumer income) ... _..._.__....._. 20.4 25.1 +4.7

Note.—Direct personal Federal taxes are individual income, estate, and gift taxes.
Direct personal Stateand local taxes are the same, plus one-fourth of general property
taxes, the latter being the nonbusiness share, A necessarily rough estimate indicates
that not much over 10 percent of the figure in line 6 represents taxes. The increase
in these taxes in the first quarter of 1942 is probably so slight that the change in
Column 3 represents an increase in individuals’ savings.

Source: Federal taxes and bond sales from Treasury Department. Value of goods
and services consumed computed from Bureau of Labor Statistics Cost of Living
Indexes. Other data from Department of Commerce.

The significance of the table lies in the fact that it
shows consumers in possession of much more money to
spend for a decreased quantity of goods and services.
This essential basis of inflation has, as previously men-
tioned, been created by the tremendous war expendi-
tures of the Government, and it can be removed prima-
rily by compensatory fiscal policies in the field of taxa-~
tion and bond sales. The following summary is an
analysis of this problem, and of the positive measures
that have been taken and others still to be taken, to
meet 1t.

Increased Income Payments.

Government expenditures for defense, and later for
war, have increased, as shown in the chart in the pre-
ceding “Economic Highlights,” from a monthly rate of
some 500 million dollars in early 1941 to over 3 billion
at present. This sixfold increase in expenditure has
resulted in income payments to individuals rising to
unprecedented levels. These income payments have
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increased (on a scasonally adjusted basis) from 6.9
million dollars in January 1941 to 8.8 million in March
1942. Despite the increase in direct personal taxes in
the last year, individuals’ disposable income (income
payments minus personal direct taxes) has increased
about 2 percent each month for the past year.

For the first year after the start of the armament
program in mid-1940, the increase in income of indi-
viduals called forth a greater production of goods and
services on which the increased income could be spent.
Demand and supply remained in practical equilibrium,
and the general price level was not subjected to much
upward pressure. This state of affairs, however, be-
came increasingly untenable during 1941 as a larger and
larger portion of the Nation’s production was channeled
into war lines at the expense of consumer production.
The wartime program of conversion of consumer indus-

tries into warindustrieshasaccclerated thisdevelopment.’

The result has, of course, been that the latter part of
1941 saw production of consumer goods failing to keep
up with the growing demand while in early 1942 an
actual diminution in production became apparent.
Since portions of this output were absorbed by increases
in inventories, the result is that the quantity sold failed
by a decisive margin to keep up with the ever-inereasing
consumer demand. Hence, the inercase, some 13 per-
cent, in retail prices from a year ago March.

Figure 2 is a graphic presentation of this develop-
ment, and indicates roughly how consumers have been
disposing of their increased incomes during the past
vear. With data adjusted throughout for seasonal
variations, the chart shows income payments rising
from less than 7 billion dollars in January 1941 to nearly
9 billion in March 1942. The chart shows that con-
sumers have used part of this increased income in
increasing their savings and taxpayments, and partof it
inmaking additional expenditures for goods and services.

The important point, however, concerns the un-
shaded area on the chart. This area might be called
the “inflationary spending” of consumers—the spend-
ing that took the form of higher prices but brought no
increase in the quantity of goods and services acquired.
In fact, there was an actual decrease in the quantity
of goods and services acquired in March 1942 as com-
pared with January 1941 in spite of the fact that some
600 million dollars more was spent in the latter month
than in the former.? The conclusion to be drawn
is that consumers have used part of their increased
income to bid up the prices of the limited goods and
services available, This aspect of the future price
outlook, with incomes steadily rising and the volume of
goods and services estimated to decrease some 12 per-
cent in 1942, was sufficiently serious to induce the price
frecze of April 28.

Severe inflation would be particularly detrimental

1 See table 1, page 9, in the April Survey of Current Business.
2 The area in figure 2 labeled “‘consumer expenditures at constant prices” is com-

puted by means of deflating consumer expenditures at current prices to the January
1941 level by means of the Bureau of Labor Statistics cost-of-living index.
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now because it weakens morale by arbitrarily enforcing
unequal sacrifices, increases the money cost of the war
unnecessarily, requires such frequent revision in con-
tracts that disruptions in production become unavoid-
able, and encourages withholding of scarce supplies,
hoarding of goods, creation of excessive inventories, and
unproductive speculation. The unshaded area in
figure 2 is significant because its growing size is a direct
measure of those undesirable developments.

Figure 2.—Disposal of Consumer Income, Adjusted for
Seasonal Variations
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The price rises of the past year might have been
largely avoided in two general ways. One method
is a direct control of prices and costs and the other
is the elimination, by taxes and Government borrowing,
of excess spending power in the hands of consumers.
Both solutions were attempted, but in each case only
to a limited extent. The Office of Price Administration
enforced ceilings on prices of an increasingly large
number of commodities, starting first with the raw
material and wholesale fields. Not until early 1942
did it move into the retail field. The Revenue Act of
1941 was, in part, an effort to tax away significant por-
tions of increased incomes, and the sale of Savings
Bonds has been pushed with increasing vigor by the
Treasury. Table 1 indicates the limited success of
these latter methods of diminishing consumer demand.

Insufficient Tax and Bond Sales Receipts.

The failurc of tax and bond sales receipts to take up
most of the excess spending power of consumers has
necessitated the wide extension of price controls.
Selective price controls would have been sufficient if
there were only a few goods in particular short supply.
But the enlarged income payments noted earlier have
created a general shortage of goods and services rela-
tive to demand, so that the imposition of a price
ceiling on one commodity results in some diversion of
demand to other commodities—thus making over-all
controls more and more necessary.

The important consideration to note here is that
there can be no effective price control while at the same
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time there is a large amount of excess spending power.
The Office of Price Administration emphasized this
fact at the time of the issuance of the General Maximum
Price Regulation. Over-all price controls and ration-
ing would be difficult enough to administer in the
absence of excess demand; the existence of excess de-
mand “would insure the disregard of law.”

In short, the universal price ceiling serves only as
the framework for other policies which will reduce
consumer demand. The urgency of these other
policies is not diminished by the price “freeze.”

For this reason, the possibility of increasing both
bond sales to individuals and anti-inflationary téixes
receives increasing attention despite the broadening
scope of direct price controls. Notwithstanding this
cognizance of the problem, the measures so far taken
in both these areas have fallen short of what was
necessary.

The program of encouraging bond purchases by
individuals was inaugurated in May 1941 when the
old series Savings Bonds were renamed “Defense
Bonds” (later, “War Bonds”), and two new series (F
and G) were introduced. Since Series F and G War
Bonds are, in practice, available only to very large
purchasers of bonds and to savings institutions other
than commercial banks, it is most unlikely that their
purchase represents any diminution in buying power
exchangeable for consumer goods.?

Series E Bonds, however, are sold only to individuals
and presumably cause a reduction in the consumption
expenditures of those individuals. The money used
for the purchase of the bonds, however, cannot be pre-
sumed to come entirely from living expenses. It can
represent normal savings that otherwise would ac-
cumulate in some other form, it can represent a use of
funds that would otherwise be idle, or it can represent
an expansion of credit.

That some of these factors are operative is indicated
by the denominations of the bonds sold. In the 10-
month period—May 1941 to February 1942—39 percent
of the Series E Bonds sold were in $1,000 denomina-
tion, and a further 20 percent were $500 bonds (redemp-
tion value). The purchaser of such a large bond can
normally be presumed to be a large saver, and hence it
is unlikely that his bond purchase will result in any
appreciable diminution in his consumer expenditures.
That many Series E Bond purchasers are large savers
is further indicated by the fact that approximately
one-third of the Series F and G Bonds have been sold
to individuals—individuals who have presumably pur-
chased their legal maximum of Series E Bonds first.
On balance then, it is not likely that much over half
the sale of Series E Bonds represents a withdrawal of
money from the consumer market,

As figure 3 shows, the sale of Series E Bonds was
rather insignificant until Pearl Harbor, being only

3 Through January, 1942 over 93 percent of Series F and G Bonds were in denomi-
nations of $1,000 or over, and 49 percent were in denominations of $10,000.
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slightly over 100 million dollars a month.* Starting
in December, however, sales spurted, reaching a high
of over 650 million dollars in January. The falling
off in February and March probably indicates that
many people purchased their full year’s limit ($3,750
at issue price) in January.

Figure 3.—Reported Sales of U. S. Savings Bonds, Series E,
at Issue Price
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Programs To Increase Bond Sales and Taxes.

A further expansion of War Bond sales is necessary
if an appreciable reduction in consumer spending power
is to be made by this method. Such an expansion
could be achieved on a compulsory basis, along the lines
of the British deferred-pay program, or perhaps on a
voluntary basis, as suggested by Secretary Morgenthau.
The voluntary program, which involves advertising,
publicity, the pressure of community opinion, and sug-
gestions that 10 percent of income be used to purchase
bonds received new impetus on May 1 when local and
State quotas were set.

It is hoped that systematic monthly purchases,
generally in the form of pay-roll deductions, will result
in the total sale of all series mounting to 1 billion dollars
a month. So far, pay-roll-deduction programs have
been adopted by some 20 million workers. If the
voluntary program is to be adopted by all persons with
income, some 30 to 40 million more individuals will have
to be persuaded to join the program. Indications from
the Treasury are that the voluntary program will be
given a trial until July 1.

The program of reducing consumer demand by means
of additional taxes has been of limited effectiveness.
This is true for three reasons. First, the additional
vield under the 1941 Revenue Act of those personal,
direct taxes which reduce consumer disposable income
is estimated at only about 1.3 billion dollars for 1942—
a small sum when compared with the magnitude of
potential excess demand. Second, many of the new
taxes imposed last September are themselves respon-
sible for price increases. Certainly in the case of
the 500 million-dollar-increase in excise taxes, and
possibly in the case of other business taxes, the bulk

¢ The combined sale of Series F and G Bonds since May, 1941 is about equal to that
of Series E.
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of the burden is shifted to consumers in the form of
higher prices. Such higher prices are ordinarily not
inflationary, however, for they do not beget higher
incomes and so start an upward price spiral.

The third reason why the new taxes have been less
effective in averting price advances than they might
have been, is that taxes imposed on individuals’ in-
comes are generally not paid until 13 months after the
income is received. While some people will anticipate
their necessary income tax payments by means of setting
aside savings during the prior year for the purpose, it
is probable that most people pay this year’s taxes out
of next year’s income. Thus, additional taxes imposed
by the Revenue Act of 1941 will not all be paid until
December 1942.

In order to encourage tax anticipation savings, the
Treasury offered, starting in August 1941, Tax Antici-
pation Notes which could be used for the payment of
taxes due in 1942. The aggregate sale of these Notes
through March 1942 was 3,080 million dollars, but
over 90 percent of sales were made to corporations.
During the 8-month period, individuals anticipated
their taxes by setting aside funds through this means
only to the extent of 300 millions dollars.

The obvious solution to this problem of delay in tax
payments is to change the tax collection system so that
taxes will be collected at the source and at the time of
income payment. This change of procedure is beset
with numerous administrative difficulties, but in
offering his 1942 Revenue proposals to Congress,
Secretary Morgenthau indicated it might be necessary.
That these difficulties are not insurmountable is indica-
ted both by British and Canadian experience and by
the practice of collecting Social Security levies at the
source.

Additional taxes to be incorporated in the 1942 Rev-
enue Bill are an integral part of the anti-inflation drive,
a point emphasized by President Roosevelt in his
message to Congress on April 27. In addition to the
President’s proposals of higher excess profits and indi-
vidual income taxes, the Treasury has proposed higher
taxes on normal profits, on selected commodities, on
estates, on gifts, and on pay rolls, as well as the removal
of certain tax privileges, such as tax exemption of State
and municipal bonds and married persons’ privilege of
making separate returns. These proposals were aug-
mented in carly May when the Treasury suggested a
further lowering, by 20 percent, of tax exemptions on in-
dividual incomes. Of the other recommendations which
have come before the Ways and Means Committee in
its hearings on the Revenue Bill, the most insistent has
been for a general sales tax.

The attack on inflation by bond sales and taxes is
complicated by the fact that total receipts are by no
means analagous to total withdrawal of purchasing
power. This was indicated earlier, in the discussion of
Series F and G War Bonds. It is similarly true in the
case of taxes. A tax on income, for example, will
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reduce consumption expenditures in the case of some
people in some income brackets, while in other cases it
may simply reduce savings without curtailing expendi-
tures for consumption.

Individual Savings Have Increased.

The potential danger of the price situation is high
lighted in figure 2 by the area labeled “individuals’
direct taxes and savings.” With some 180,000 State
and local government subdivisions in the country with
varying fiscal periods, it is impossible to know the
amounts and dates of payment of the various tax levies.
But estimates of the Department of Commerce indicate
that direct personal taxes amounted to about 4 billion
dollars in 1941, or an average of only some 333 million a
month, Savings of individuals account for the remain-
der of the area in the figure. They have obviously in-
creased considerably in recent months. Had individ-
uals attempted to spend all their increased income on
goods and services, prices would have risen very much
more than they actually did.

Factors which have stimulated increased saving—
inability to purchase durable goods, tax anticipation,
War Bond purchases, consumer resistance to rising
prices, uncertainty about the future—might at any time
be overbalanced by factors that will promote more
spending—fear of shortages and lack of the habit of
saving on the part of many people who now receive
increased incomes. There is, moreover, the possibility
that the people who are saving so much now will, after
accumulating a considerable sum, tend to decrease the
volume of their saving. In any event, it is important
to note that potentially the base of inflation is much
broader than appears on the surface. The task of
fiscal policy in stabilizing the price level and reenforcing
the new price regulations might therefore be consider-
ably enhanced by a decline in the rate of saving.

Consumer Credit Control.

The Federal Reserve program of curtailment of con-
sumer credit is another anti-inflationary measure. The
restrictions on consumer installment credit, which were
introduced in September 1941 and later expanded in
March and in May, achieve curtailment by means of
requiring larger down payments and shorter repayment
periods. Accommodation loans which might be used
to avoid the limitations are forbidden. These restric-
tions have undoubtedly eliminated some marginal
demand from the market, but of equal importance has
been the diminishing supplies of consumer durable
goods for the purchase of which most installment credit
is granted. From a peak of over 6 billion dollars in
August, installment credit outstanding was reduced
some 8 percent by the end of the year, and it is not
unlikely that a further 50-percent reduction will be
achieved in 1942.

Additional consumer credit controls were announced
in early May. These aim at reducing the volume of
outstanding charge accounts by requiring payment of
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charge accounts by the tenth day of the second month
after incurrment. If payment is not completed by
then, the account must be transferred to an instalment
basis, and liquidated in six months; during this period
no further charge account purchases will be permissible.
Due to the fact that charge accounts for food and some
other purchases are not restricted, it is unlikely that a
reduction much greater than 25 percent of outstanding
charge accounts will be achieved. Since the total
volume outstanding is not very large to begin with, this
reduction will probably not materially affect consumer
demand.

Industrial Gains Persist.

The production pattern during April continued to
be that characteristic of rapid industrial mobilization for
War. Declines on the civilian-goods front contributed
to larger armaments fabrication. Despite these diverse
trends (evidenced also by the slow progress of manu-
facturing employment and miscellaneous carloadings)
the basic gains made in industrial capacity are worth
emphasis. Although steel ingot production of 7,122,000
tons declined slightly from the March record rate,
steady progress in aircraft and other war production,
moreover, cohsumes increasing quantities not only
of diverted materials, but also the ever-larger out-
flow from new raw material plants. Electric power
production declined seasonally but exceeded April 1941
by 13 percent. Machinery and transportation equip-
ment were notable for their extension of March gains, as
industrial activity advanced 2 points to 174 (prelimi-
nary) in terms of the Federal Reserve Board adjusted
index.

Miscellaneous rail shipments (classification for load-
ings of most industrial materials and manufactured
products) rose only moderately to a new 1942 high.
They still reflect the inroads upon traffic made by
stop-production orders and shut-downs for plant con-
version. Coal production and loadings, however, were
better maintained than usual for April—should be con-
tinued in maximum volume throughout the summer to
build up users’ coal stocks in advance of the heavy
burden of other rail traffic expected later this year.
With the Great Lakes ore movement in full upswing,
total carloadings passed 860,000 on their way toward
the one-million mark.

Cotton Textile Program.

Important in appraising the outlook for diminished
consumption is the fact that some consumer nondurable
goods must be diverted in large part to military uses—
cotton textiles, for example. This industry’s production
program exemplifies the thorough-going mobilization of
resources necessary to meet combined military and
minimum civilian needs.

Consumer demand for cotton produets, stimulated
by advanced levels of income and reinforced by some
unsatisfied uses of wool, silk, and rayon textiles trans-
ferred to cotton, is far above minimum needs. Besides
heavy military requirements for a wide variety of cotton
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textiles, the shortage of burlap, normally imported from
India has created extraordinary needs for cotton fabrics
for bagging, baling, and wrapping purposes.

Raw cotton is available in large quantity. The
limiting factor in production is manufacturing capacity.
Increased output is being achieved, however, through
better utilization. By such practices as the substitu-
tion of full-loom widths for narrower widths, output of
all types of cotton fabrics may possibly be increased
from 11 billion square yards in 1941 to perhaps 14 or
15 billions this year and also next. Woolen, carpet, and
upholstery mills are also being converted to the manu-
facture of cotton fabries for bagging, camouflage, ete.
Woolen machinery will be used in some instances to
spin cotton yarn—which has been a bottleneck as well
as cotfon weaving capacity.

Action taken in April (shifting certain looms to bag
osnaburgs and bag sheetings) will transfer another 13
percent of cotton weaving capacity to military and
other extraordinary needs, rvaising the facilities so
employed to about 50 percent. Additional steps are
planned to effect a virtually complete (88 percent) allo-
cation of cotton manufacturing capacity to military
and essential civilian fabries.

Figure 4.—Sales of Retail Stores, Adjusted for the Number of

Working Days in the Month
BILLIONS OF DOLLARS
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TOTAL, ALL RETAIL STORES

s 1940 1941
Source: U. S, Department of Commerce.
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Military requirements are extremely heavy now—
and perhaps will become increasingly so. It is hoped,
however, to keep essential civilian goods production
from receding below the 1939 level. Savings will be
achieved in designing apparcl and other consumer
products to use less vardage.

Conservation of Essential Consumer-Goods Stocks Indicated.

Retail sales continued in large volume during April
as consumers sought to acquire the dwindling trade
stocks of durable goods. Increasing consumer atten-
tion has also been given many nondurable items reflect-
ing chiefly, it is believed, expected shortages. The
course of retail store sales (dollar volume without
adjustment for seasonal variations) is traced through
March 1n figure 4. The total for all retail outlets in
that month was up less than 3 percent from March a
year ago.

The failure to register a larger gain is accounted for

(Continued on page 23)
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Preliminary Estimates of Gross National

Product,

192941

By Milton Gilbert and R, B. Bangs!

In several recent articles,? the Bureau of Foreign and
Domestic Commerce has issued preliminary estimates
of various components of the gross national product
which were thought to be of value in the analysis of
pressing economic problems created by the war. Since
then many requests have been received from both
public and private agencies for more complete informa-
tion concerning these estimates. The requests indi-
cate a need for estimates covering a longer span of
years and for a series of tables showing the interrela-
tions of the various segments of gross national product
or expenditure. Accordingly, preliminary estimates
of these aggregates, distributed in ways particularly
relevant for problems of war production and war
finance, are being presented here. This presentation,
furthermore, provides an opportunity for incorporating
the results of additional work which have since become
available, leading to conceptual and statistical improve-
ment of the data previously issued.

Because of the misuse sometimes made of estimates
of this character, it must be emphasized that the data
are being offered as an analytical tool, rather than as
precise measurements of every component series. There
is every reason to believe that the over-all picture of
the economy is represented in its true perspective.
Consequently, the vital policy decisions required from
day to day in the present emergency can better be made
with the aid of this statistical framework than with the
cruder relationships that otherwise would be used either
explicitly or implicitly. However, several of the com-
ponent series are still some distance from their finished
form. The work of refinement is going forward so
that series obtained by direct measurement may be
substituted for those now obtained as residuals and so
that certain well-known limitations of series now
directly measured may be removed.?

The Two Methods of Measuring National Income

The national income is the most familiar compre-
hensive measure of the output of the economic system.

! The writers would like to acknowledge the contributions of the following mem-
bers of the National Income Unit to this work: William Shaw, Wendell Hance,
Burton Klein, and Orris Herfindahl. Particular mention is due a former member
of the staff, John Lindeman, who made a major contribution during the earlier
stages of the work.

2 See Survey of Current Business, March and April 1942.

3 8o far as the three significant residuals in the tables are concerned, savings of
individuals, consumer expenditures for nondurable goods and services, and corporate
savings, the first two have been checked against whatever independent direct measures
are available and found to be reasonably consistent. The third is known to be sig-
nificantly understated because of the present underestimation of corporate net income,
due largely to the fact that the latter estimate is based upon tabulations of unaudited
tax returns.

456781-—42 2

As is well known, the national income measures the net
value of goods and services produced during a given
period. In practice this net value of product is now
obtained by adding together all the incomes paid or
accruing to factors of production during the given
period, i. e., by aggregating all wages, salaries, dividends,
net rents, net interest, entrepreneurial income, and
retained earnings of business corporations.

Figure 5.—Gross National Product by Use
BILLIONS OF DOLLARS
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Source: U. S. Department of Commerce.

A sccond method of measuring national income, the
so-called “final products approach,” leads directly to
estimates of national output by summing the values of
all finished commodities and services produced during
a given period. These finished commodities include
both the products sold to consumers and those retained
by business enterprises for use in further production.
Thus the flow of goods and services to consumers plus
the net flow to capital purposes (net capital formation)
equals the net national product.

Complete estimates of national income by the final
products method,* designed to supplement the data on
national income by distributive shares and industrial
origin which have been available for some years, are in
process of development. The final products method
yields two national product totals: (a) a gross national
product ° consisting of (1) the flow of consumers’ goods
and services through private enterprises, (2) gross

4 A report on the first part of this work, “The Gross Flow of Finished Commodities
and New Construction, 1929-1941,” appeared in the Survey of Current Business,
April 1042,

& The terms, ‘‘gross national product’” and ‘“‘gross national expenditure’” are used
synonymously in this report.
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capital formation by private enterprises, and (3) the
product of government activities; and (b) a net national
product found by subtractirg an allowance for the
consumption of capital equipment from the gross
national product. Net national product bears a definite
reconcilable relationship to net national income as
estimated by the distributive shares method.

For certain purposes national income by the final
products method provides more useful breakdowns than
estimates by the method of distributive shares. Thus
if we wish to know how the national produect is being
used and the manner in which this use is changing over
time, final products data are essential. Similarly all
questions relating to the commodity composition of the
national product can be handled only in terms of the
final products approach.

The Construction of Gross National Product
Estimates

Upon completion of the final products study, esti-
mates of the gross and net national product, broken
down in detail by type of commodity and service, will be
issued. These estimates will not, in their entirety, be
completed for some months. Pending completion of
this study, however, it has been feasible to prepare
approximate aggregates of gross national produect,
together with certain breakdowns by type and use of
product, using the regular national income series and
such parts of the final produets material as have been
completed.

The concept of gross national product used here is
designed to count all final products and services pro-
duced by the economy at the prices these products
command in the market. So far as the output of
private enterprise is concerned, the task is one of
estimating the consolidated gross income from opera-
tions of all business firms. This total for all business
firms must of necessity equal the market value of goods
produced and sold during a given period plus the current
value of the change in inventories. In the case of
government, the total of payments to factors of produc-
tion is included as the measure of the value of govern-
ment output.®

The relationship between the national income, as
estimated by the distributive shares method, and the
gross national product, with private enterprise output
valued at market prices and government output valued
at cost, is shown in table 1. As may readily be seen, the
sum of the component series added to the national
income in order to obtain gross national product is in
most years relatively constant. Thus, the year-to-year
movements of the gross total are not normally much
different from the changes in the net national income
series. But in years when the national income is

8 Thus, the concept of gross national! product used here is inclusive of govern-
ment operations financed by business taxes. This is one of the important respects
in which it differs from the concept made familiar by the notable work of Professor
Kuznets. See Simon Kuznets, Netional Income and Capital Formation, National
Bureau of Economic Research, 1937,
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changing sharply or in years which correspond roughiy
to the turning points of business cycles, sufficient dif-
ferences between the movements of the two series to be
analytically important may be observed. In 1941, for
example, while the increase in national income
amounted to 17 billion dollars, the increase in gross
national product was substantially larger, namely 22
billion dollars. Another significant difference between
the movements of the two series occurred in 1933 when
national income increased by more than 2 billion dollars
while gross national product declined slightly.

Particular mention may be made of the adjustment
for the revaluation of business inventories, a cor-
rection introduced in the concept of gross national
product but not implicit in the present Department
of Commerce estimates of national income. The prices
at which business firms charge goods out of inventory
to cost of sales and also the method of pricing in-
ventories at the close of accounting periods may ex-
ercise an important effect upon the results yielded
by accounting calculations of business net income.
As is well known, in a period when prices are changing
a business firm may by figuring inventory on an original
cost basis, calculate a very different net profit or loss
than its accounts would reflect had they emploved,
for example, a replacement cost procedure. Further-
more the method of inventory pricing followed by
business firms varies from firm to firm and from in-
dustry to industry, depending on such factors as the
flexibility of prices of goods carried in inventory, tax
considerations, and administrative convenience,

As a result the inventory figures obtained by com-
bining the accounting records of business firms are not
homogeneous and have no clear meaning. Not only
do the methods of treating inventories differ, but the
dollar-inventory figures obtained f{rom accounting
records are based on a broad range of prices for goods
and services prevailing in the near or perhaps more
distant past. To correct this difficulty and to produce
meaningful aggregates of inventory changes for the
entire business system it is necessary that the diverse
inventory figures from accounting records be rendered
as nearly consistent as possible.

The simplest, and from some standpoints theoreti-
cally most desirable, method of obtaining this con-
sistency is by revaluing all inventories into average
prices for the current year. After inventory changes
are converted into such relatively homogeneous magni-
tudes, the amount of revaluation may be determined
as the difference between the revalued series and the
original series derived from accounting records. This
procedure, which has been followed in the estimates of
gross national product, yields, ideally, an estimate of
the current dollar value of the physical quantity change
in business inventories.?

7 The actual results can only approximate this ideal with an unknown degree of
error, since it is impossible in practice to make proper allowance for all different

methods of inventory pricing practiced and since it is difficult to obtain and select
the most appropriate deflating index in every case.
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The revaluatin of inventories thus involves, in
essence, adjustment of the net income of business
enterprises as calculated by prevailing accounting
methods. It is, therefore, as appropriate an adjust-
ment to national income as to gross national product.
This correction may, in fact, be introduced in the
national income estimates in the near future, when
the reliability of the statistical procedure has been
more carefully tested.

Figure 6.—Income of Individuals by Use
BILLIONS OF DOLLARS
100

L

0o 4 4
1929 1930 (93t 1932 1933 1934 1935 1936 1937 1938 1939 1940 1941

0.0 42-148

Source: U, 8. Department of Commerce.

It is interesting to note that the revaluation of inven-
tories, by removing many of the erratic fluctuations in
business net income resulting from price changes, leaves
a less volatile and more readily understandable series
measuring the retained net earnings of business firms.

The Composition of the National Product

Having converted the national income figures to a
serics measuring the gross value of privately produced
finished consumer goods and services plus the gross
flow of producers’ goods and the output of government,
it is essential to distinguish the analytically significant
components of this aggregate. Two breakdowns of the
total are presented here, in addition to that illustrated
in table 1. The first, which is shown in table 2, con-
cerns the product aspect of the gross income produced
and distinguishes broadly the uses made of the complex
of goods and services which comprise the national
output. The sccond breakdown, shown in table 4, is
concerned with the disposition of gross income flows
gencrated by current production. Each of these break-
downs is useful for particular purposes; together they
yield a rounded picture of the commodity and financial
flows which jointly determine the structure of the
national product.

Table 2 shows the proportion of the gross national
product flowing to government for all public purposes,
the proportion utilized to maintain and improve the
productive capacity of the system of private business
enterprises (private gross capital formation), and the
proportion flowing to ultimate consumers. When
this broad breakdown is supplemented by detailed data
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on the commodity and service composition of each
major portion of the national product, a relatively
complete cross section of the yield of the productive
process will be at hand.

As yet details concerning the product composition
of government purchases are not readily available.
Certain details relative to the capital formation com-
ponent are shown in table 2 and these may be supple-
mented by the detailed estimates of producers’ durable
goods, when these latter are properly adjusted to exclude
government purchases. Similarly the consumer seg-
ment of the national product may be partially analyzed
(with respeet to the commodity portion only) by means
of the detailed commodity flow figures, likewise ad-
justed to exclude government purchases.®

Turning from the goods and services yielded by
productive activity to the financial flows stemming
from the productive process, particular interest attaches
to an analysis of the use made by individuals of the
incomes they receive. Analysis of this type is illus-
trated by table 3 which presents summary figures
indicating the manner in which the income received
by individuals is allocated as between direct taxes,?
savings, and purchases of consumption goods.

Special mention must be made of the possibility of
cerror in the estimates of individuals’ net savings, due to
the fact that the series is a residue and that direct meas-
ures cannot be estimated with precision.’® However,
the level of the savings series is roughly corroborated
by such direct estimates of the component parts of
personal savings as are available !

Since considerable importance attaches to a break-
down showing the channels through which individuals’
savings flow back into investment, it is hoped, when the
final products study is nearer completion, to present
figures for net personal savings estimated by direct
rather than residual methods. Such estimates should
add appreciably to our knowledge of the sources of
funds used for capital expenditure.

For some purposes analysis of the sources of capital
funds can be facilitated more by working with gross
than with net savings and also by combining the sav-
ings of individuals with those made by business enter-
prises. Such an aggregation of all savings (on a gross
basis) is illustrated by table 4. Setting this total of all

8 The details of gross commodity flow were published in the Surs.y of Current Busi-
nese, April 1942,

9 It should be emphasized that the estimates of personal taxes presented in table 3
include only the taxes paid by individuals explicitly from income. The so-called
“indirect taxes” are, consequently, contained in the market prices of final products.
The criterion separating direct from indirect taxes is based on mode of collection rather
than on judgments concerning the ultimate incidence of particular types of taxation.

10 "Phe monthly estimates of disposable income, consumer expenditures, and sav-
ings which were presented in the April SURVEY were based on advance annual esti-
mates for 1940 and 1941 of these components of the national product. The present
more accurate annual figures differ slightly from those employed for deriving the
monthly series. This discrepancy, however, affects only the level of the monthly
estimates and not the month-to-month changes.

11 Particular attention has been given to checking the residual estimates of savings
against the direct measurements made by the Securities Exchange Commission.
‘When the differences in concept are eliminated, the two series are within 5 percent of
one another for the 1933-41 period.
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Table 1.—Relation of Gross National Product ! to National Income
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[Billions of dollars]
- i ;
Line Item 1929 1930 1931 : 1932 1933 t 1934 ‘ 1935 l 1936 l 1937 l 1938 1939 1940 1941
1 | National income___.____. | 83.3 68.9 54.5 40.0 42.3 49.5 55.7 64.9 715 64.2 70.8 77.3 94.7
2 | Add: Total business taxe - 7.0 6.8 6.2 6.1 6.6 7.5 8.1 8.8 9.0 8.3 9.6 11.8 17.6
3 Depreciation and depletion charg _ 6.8 6.9 6.7 6.2 6.0 5.9 5.9 6.2 6.1 6.2 6 4 6.5 7.0
4 Income credited to other business reserves. 1.0 1.1 1.3 1.5 1.4 1.3 1.1 1.3 1.0 .5 .8 .9 1.6
5 Capital outlays charged to current expense. .8 .8 .6 .4 .4 .5 .6 .8 .8 5 .8 1.0 1.8
6 | Less: Revaluation of business inventories . __ —0.5| -3.7| —28] —L2 1.9 .9 .6 .3 .7 -.9 .3 .4 3.2
7 | Equals: Gross national product or expenditure...___ 99.4 88.2 72.1 55.4 54.8 63.8 70.8 81.7 87.7 80.6 88.1 97.1 119.5
i
1 See footnote 6.
Table 2.—Gross National Product by Use of Product
[Billions of dollars]
Line Item 1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 1939 1940 1941
1| Gross national produet. ... ... ... ... ... 99. 4 88.2 72.1 54.8 63.8 70.8 81.7 87.7 80.6 88.1 97.1 119.5
2 | Less: Government purchases of goods and services... 11.0 11.2 L5 9.1 10.8 1.9 12.6 13.6 14.4 15.1 16.3 24.6
3 Federal Government 2.7 2.4 2.6 4.9 3.9 4.6 6.1 6.8 6.8 8.0 16.4
4 National Defense. R SO 1.4 2.8 11.2
5 Other ... R R I I . 5.4 5.2 52
6 State and local overnments. .__.__________ 8.3 8.8 8.7 7.8 6.5 5.9 8.0 8.0 7.5 7.6 8.3 8.3 8.2
7 | Equals: Goods and services available for private use.. 88.4 77.0 60.6 45.2 45.7 53.0 58.9 69.1 74.1 66.2 73.0 80.8 94.9
R | Less: Private gross capital formation_...._..._.._____ 17.6 12.1 6.4 2.2 3.3 5.3 6.7 10.0 11.6 7.7 11.0 14.6 19.1
9 Construetion_ ... ... 8.3 5.6 3.8 1.8 1.3 1.6 2.1 2.9 3.7 3.3 3.7 4.4 5.2
10 Producers’ durable equipment. 7.3 6.0 4.2 2.4 2.1 3.1 4.0 52 6.3 4.5 5.4 6.6 {9
11 Net export of goods and service - .6 7 .2 .2 .2 .5 .2 —.1 .1 1.1 .8 1.4 .9
12 Net export of gold and silver._. R -1 -2 .2 .0 .2 -1.3 -2.1 —1.2 -1.5 -19 -3.2 —4.1 —. 6
13 Net change in business inventorics. . 1.6 —.3 -2.0 —2.3 -7 —~.1 .2 2.2 1.1 -1.3 .8 1.8 3.6
14 Net change in monetary stock._._._ - —.1 .3 .0 .1 .2 1.5 2.3 1.0 1.9 2.0 3.5 4.5 1.1
15 | Equals: Goods and services sold to consumers 70.8 64.9 54.2 43.0 42.8 47.7 52.2 59.1 62.5 58.5 62.0 66. 2 75.8
16 Durable goods. __ . _.._._..______ R 9.9 8.1 6.3 4.2 3.4 4.8 5.7 6.7 7.6 6.0 7.1 8.3 10.3
17 Nondurable goods and services_____._._. 60.9 56. 8 47.9 | .38.8 39.0 42.9 46.5 52.4 54.9 52.5 54.9 57.9 65.5
Table 3.—National Income by Use of Funds
[Billions of dollars]
. | . U - \ - y !
Line Item 1929 | 1930 1931 1932 ‘ 1933 ‘ 1934 1935 1936 1937 1938 | 1939 1940 } 1941
i ! _ o i
1 | National income_____. .. . ... ___. .. ....._....... 83.3 1 68.9 54.5 40.0 42.3 49.5 55.7 61.9 7.5 64.2 70.8 77.3 94.7
2 | Add: Transfer payments from government. __ .7 .7 1.9 1.3 1.4 1.5 1.8 2.9 1.7 2.4 2.5 2.7 2.4
3 | Less: Corporatesavings_..._______.__.__.__.___ 1.2 -3.9| —58| —-6.4| —~28] —-21} —13 —.9 —.8] —15 4 1.3 2.6
4 Employiment taxes_ _ .. .2 .2 .2 .2 .2 .2 .2 .6 1.7 1.9 2.0 2.2 2.4
5 Dircet personal taxes. __.__. .. ... 3.0 2.6 2.4 1.9 1.8 1.9 2.3 29 3.1 3.3 2.9 3.0 3.8
6 Federal. .. .. ... .. .__. 1.3 1.0 .7 .4 .5 .6 .8 1.2 1.4 1.6 .2 1.3 2.1
7 Stateand local.._________ 1.7 1.6 1.7 1.5 1.3 1.3 1.5 1.7 1.7 1.7 1.7 1.7 1.7
8 | Equals: Disposable income of individuals. . ___ 79.6 70.7 59. 6 45.6 44.5 51.0 56.3 65. 2 69. 2 62.9 68.0 73.5 88.3
9 | Less: Consumer expenditures for goods and services . 70.8 64.9 54.2 43.0 42.4 47.7 52.2 59,1 62.5 58.5 62.0 66. 2 75.8
10 | Equals: Net savings of individuals .. ... _______._. 8.8 5.8 54 2.6 2.1 3.3 4.1 6.1 6.7 4.4 6.0 7.2 12.5
Table 4.—Gross National Expenditure by Use of Funds
[Billions of dollars]
Line Item 1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 1939 1940 1941
1 | Gross national expenditure ! ____..___ .. .. _..___.. 99.4 88.2 2.1 55. 4 54.8 63.8 70.8 817 87.7 80.6 88.1 97.1 119.5
2 | Less: Total taxes..____....._ 10.2 9.6 8.8 8.2 8.6 9.6 10.6 12.3 13.8 13.5 14.5 17.0 23.8
3 Business taxes. . 7.0 6.8 6.2 6.1 6.6 7.5 8.1 8.8 9.0 8.3 9.6 11.8 17.6
4 Federal . ... ... 2.4 1.8 1.3 1.4 2.1 2.9 3.0 3.6 3.8 3.1 3.6 5.7 10.8
5 Corporate income and excess profits
_____________________________ 1.2 .8 .5 .4 .8 .7 .9 1.3 1.4 1.0 1.3 2.6 6.6
6 All other federal business taxes. 1.2 1.0 .8 1.0 1.6 2.2 2.1 2.3 2.4 2.1 2.3 3.1 4,2
7 Stateand local .. ... ... .. 4.6 5.0 4.9 4.7 4.5 4.6 5.1 5.2 5.2 5.2 6.0 6.1 6.8
8 State corporate income taxes .2 .1 .1 .1 .1 .1 .1 .2 .2 .2 .2 .2 .3
9 All other state and local business
AXOS . uemnonn 4.4 4.9 4.8 4.6 4.4 4.5 5.0 5.0 5.0 5.0 5.8 5.9 6.5
10 Direct Personal tax 3.0 2.6 2.4 1.9 1.8 1.9 2.3 2.9 3.1 3.3 2.9 3.0 3.8
11 Federal._.________. 1.3 1.0 7 .4 .5 .6 .8 1.2 1.4 1.6 1.2 1.3 2.1
12 State and local. 1.7 1.6 1.7 1.5 1.3 1.3 1.5 1.7 1.7 1.7 1.7 1.7 1.7
13 Employment taxes. .2 .2 .2 .2 .2 .2 .2 .6 1.7 1.9 2.0 2.2 2. 4
14 | Less: Total gross savings._ . 19.1 14.4 110 5.5 5.2 8.0 9.8 13.2 13.1 1.0 14.1 16.6 22,3
15 Corporate.__.._ 7.6 5.3 2.4 .0 1.1 2.4 3.4 4.4 4.0 3.8 5.5 6.7 7.2
16 Net savings .....__._ 1.2 —-3.9 —5.8 —6.4 —-2.8 -2.1 —1.3 —.9 -.8 -5 .4 1.3 2.6
17 Depreciation and depletion. 4.4 4.5 4.3 3.9 3.8 3.7 3.7 3.8 3.8 3.8 3.9 4.0 4.4
18 Other business reserves. _..._.......__.. .9 1.0 1.2 1.3 1.3 1.2 1.0 1.1 .9 .4 .7 .8 1.3
19 Capital outlays charged to current
eXpense._..____._ . . ___.._._._._____ .7 7 .5 .3 .3 .4 .5 .7 W7 .4 .7 .9 1.5
20 Revaluation of inventories. . .4 3.0 2.2 9] ~15 —.8 —.5 —-.3 —.6 W7 -.2 —.3 —-2.6
21 Noncorporate .. _._______________ 1.5 9.1 8.6 5.5 4.1 5.6 6.4 8.8 9.1 7.2 8.6 9.9 15.1
22 Net savings of individuals__ 8.8 5.8 5.4 2.6 2.1 3.3 4.1 6.1 6.7 4.4 6.0 7.3 12.5
23 Depreciation and depletion._ 2.4 2.4 2.4 2.3 2.2 2.2 2.2 2.4 2,3 2.4 2.5 2.5 2.6
24 Other business reserves. __..__..._._._. .1 .1 .1 .2 1 .1 .1 .2 .1 .1 .1 .1 .3
25 Capital outlays charged to current
eXPeNSe i ieeean .1 .1 it .1 1 1 .1 .1 .1 .1 .1 1 .3
26 Revaluation of inventories__ .1 .7 .6 .3 —.4 —.1 —.1 .0 —.1 .2 -1 —.1 —.6
27 | Add: Transfer payments of government _ _ .7 .7 1.9 1.3 1.4 .5 1.8 2.9 1.7 2.4 2.5 2.7 2.4
28 | Equals: Total consumer expenditures. . _._ .. _____.___ 70.8 64.9 54.2 43.0 42, 4 47.7 52.2 59.1 62.5 58.5 62.0 66. 2 75.8

1 Same as gross national product.
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savings against gross national expenditure suggests the
desirability of similarly grouping all taxes, whether
paid by individuals or by business firms. It should be
noted that the tax total includes no overlap since only
direct personal taxes have been added to total business
taxes. Thus excise or sales taxes, despite the fact that
they may ultimately be paid in whole or part by con-
sumers, have been included in the total of taxes col-
lected from business firms.

Possible Uses of the Estimates

In recent months particular interest has centered
in the calculation of impact ratios measuring the inten-
sity of the war effort. It is believed that rough impact
ratios of the sort which may be calculated from table 2
give in practice a somewhat truer perspective of the
magnitude of the war effort than the impact ratios
which employ net national income as a denominator.
Furthermore, other comparisons such as those seeking
to derive the proportion of national product consumed
or the part taken by taxes are more easily carried out
on the basis of gross rather than net product.

In principle, however, all these and other compari-
sons might equally well run in terms of the net national
product or national income. To construct such com-
parisons, numerous adjustments not shown here to
government expenditures, taxes, and capital formation
would be required. These will be discussed at a later
date when the progress of the work permits.

Other uses to which the present estimates may be
put have already been found in connecction with the
formulation of fiscal policies for the coming war years
and in connection with the studies of probable post-
war cconomic problems now being undertaken by
public and private agencies. The estimates should also
prove useful in other capacities, both to businessmen
and to private economists seeking a summary picture
of the economic process as background for special
studies and policies. |

Notes on Sources and Methods.

The following notes are arranged by tables and are
keyed to the line numbers appearing in these tables.

TABLE 1

Line 1—Estimates of the Department of Commerce.

Line 2—Includes all taxes collected from business enterprises regardless of ultimate
incidence. 'The method of estimate employed involves allocating all tax collections
to the year in which the tax liability was incurred. Separate allocations were made
for Federal and for State and local taxes. It was also necessary to determine the
proportion of property taxes paid by business enterprises. On the basis of available
evidence this was placed at 75 percent. This figure was largely derived from
Studies in Current Tar Problems (Twentieth Century Fund) adjusted for taxes on
rented residences.

Line 3—Basic data for this estimate were derived from Statistics of Income, raised to
cover estimated depreciation charged by unincorporated enterprises. Also in-
cluded are depreciation on nonprofit institutions such as churches and hospitals,
and on rented residences owned by individuals. These latter two components are
based on estimates of Solomon Fabricant, published in Capital Consumption and
Adjustment. Figures on agricultural depreciation are from the Bureau of Agricul-
tural Economics.
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Line 4—Includes special emergency and contingency reserves plus allowances for bad
debts. Based on Statistics of Income data raised to cover nonecorporate enterprises.

Line 5—Represents an estimated portion of the outlay for producers’ durable equip-
ment not covered by depreciation allowances. The estimate was based on the de-
tailed tabulations of Quéput of Manufactured Commodities prepared in the National
Income Unit, and on the final estimates of expenditures for producers’ durable
equipment.

Line 6-—This series represents the difference between inventory changes as recorded
by business accounts and the physical quantity change in business inventories
translated into current prices. The estimate was made in the National Income
Unit, and is a byproduct of the estimates of the net change in business inventories
in current prices.

Line 7—Sum of items 1 through 5, minus item 6.

TABLE 2

Line 1—From line 7, table 1.

Line 2—Includes all government expenditures for goods and services. Sum of lines
3 and 6. Public service enterprises are not included, except for contributions to
them by government units.

Line 3—To obtain this series, Federal expenditures as reported in the Daily Treasury
Statement were adjusted to eliminate all transactions not involving purchases of
goods or services. These transactions include loans, purchases of existing assets
such as land, capital stock transactions, veterans’ pensions, ete. The figures in-
clude grants to State and local governments but refunds of taxes and duties have
been eliminated.

Line 4—This series is based on the Daily Treasury Statement figures on national
defense expenditures plus changes in the noncash assets and liabilities of national
defense corporations other than transfers. For 1941 an adjustment of 2.3 billion
dollars has been made to the Treasury series to take account of (a) offshore expendi-
tures, (b) prepayments on contracts for war materials, and (¢) purchases of existing
assets.

Line 5—Line 3 minus line 4.

Line 6—Expenditures were measured by receipts plus net changes in debt. Duplica-
tion because of local shares of Statc-collected taxes has been eliminated. The
estimates were based on Census publications for various years such as Financial
Statistics of States and Cities and State Tax Collections. The publication, Tar Yields,
1940, issued by the Tax Institute was also useful.

Line 7—Line 1 minus line 2.

Linc 8—8um of lines 9 through 14.

Line 9—Includes all new private construction of factory and public utility property,
residences, and other property (including nonprofit institutions and farm construe-
tion). Data are taken from the construction studies of the National Income Unit,

Line 10—Taken from estimates published in the April 1942 SURVEY OF CURRENT
BUSINESs. Adjustments were made to eliminate government purchases from the
published data. These adjustments were made only for 1940 and 1941; for prior
vears the amount of government purchases included in the commodity flow
figures is relatively small. Further progress of the government segment of the final
products study is needed to improve the adjustments.

Linc 11—Estimates supplied by Mr. Hal Lary of the International Economics Unit,
Bureau of Foreign and Domestic Commerce.

Linc 12—8ame source as line 11.

Line 13—Includes all business inventories in current prices as well as farm inventories.
Accounting figures for inventories were taken from Statistics of Income and raised
to cover noncorporate enterprises. These figures were deflated by price indexes
representing the lower of cost or market and the deflated series were multiplied
by current price indexes to obtain the final result, Farm inventories are from the
Burcau of Agricultural Economics and represent changes in physical quantities
at current prices.

Line 14—The series represents the net change in monetary stocks of gold and silver in
current prices. Seigniorage on silver coin has been climinated. The series is
hased on data published in the Annual Reports of the Director of the Mint.

Line 15—Line 7 minus line 8.

Line 16—From the article on “Gross Flow of Commodities and New Construction”
in the April 1942 SURVEY OF CURRENT BUsINESS after deduction of govern-
ment purchases.

Linc 17—Line 15 minus line 16.

TABLE 3

Line I—From line 1, table 1.

Lines 2, 3, and 4—These three lines contain the adjustments normally made in passing
from national income to income payments. Employment taxes include both em-
ployer and employee contributions to Social Security.

Line 5—8um of lines 6 and 7.

Line 6—Includes all taxes paid by individuals explicitly from income such as income,
estate, inheritance and gift taxes. Based on Daily Treasury Statement data, the
series is on a collections rather than accrual basis.

Line 7—Includes poll, license, income, and an estimated portion of property taxes.
Based largely on census data plus numerous studies of private agencies and indi-
viduals.

Line 8—Line 1 plus line 2 minus lines 3, 4, and 5.

Line 9—From line 15, table 2.

Line 10—Line 8 minus line 9. Includes savings held in cash balances or invested in
insurance, new residences or securities. Reductions in consumer indebtedness
are counted as 'positive savings,
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Capital Expenditures in Selected
Manufacturing Industries, Part 1I'

By Lowell J. Chawner

A rapid enlargement of industrial facilities for military
purposes in the United States began in the last few
months of 1940. This expansion proceeded through the
entire year 1941 and has continued up to the present
time. We are probably now entering a new phase in
which the urgent need for raw materials, machines, and
labor skills for producing finished military supplies will
take increasing precedence over the uses of these re-
sources for further additions to productive facilities.

The principal part of the specialized matériel which
will be used by American ground and air forces during
the first year of our participation in the war, thus, will
be fabricated either in new plants constructed during
the two-year period from the middle of 1940 to the
middle of 1942, or in existing plants converted to this
purpose during the past 6 to 12 months. The industrial
mobilization of Germany prior to its active participa-
tion in large scale combat was spread over a period of
approximately 5 years.

During the years 1941 and 1942 a total of possibly
10 billion dollars will have been spent upon total outlays
for manufacturing facilities of all kinds, both public
and private. This figure may be compared with a
rough measure of the replacement cost of all existing
manufacturing facilities at the beginning of this period
of 50 to 60 billion dollars. These outlays are much
larger than in any similar period but are even more
marked by their predominantly military character and
by their being financed extensively directly by the
Federal government.

Preliminary Summary for 1941

A summary of the capital expenditures during 1941
as well as for the year 1939 in separate manufacturing
groups is presented in table 1. It was possible to
include in this table estimates for several industries for
which similar data are not available for other years.

The 1939 figures which form the bench mark for all
of our estimates of manufacturing capital expenditures
are derived primarily from the Census of Manufactures
returns on plant and equipment expenditures for that
year. To these data corrections were made for under-
coverage, principally to allow for construction at new
manufacturing plants not in operation in 1939 and
consequently not reporting to the Census of Manu-
factures. Allowances were also made for the produc-
tion of new machinery for leasing account, particularly
in the leather and leather products group of industries
and for expenditures for plant and equipment by the

1 The first section of this article was published in the December 1941 Survey of
Current Business.

Federal government in the printing, publishing, and
allied industries; in shipbuilding and ship repairing;
and in the ordnance industry groups.
Table 1.—Capital Outlays for Productive Facilities for Manu-
facturing Purposes, Public and Private, 1939 and 1941
[Millions of dollars]

Industry 1939 1941*
Food and kindred produets. .. .____._____._______ B, 240 330
Textiles, apparel, and related products ! . 130 170
Lumber and lumber products 2. ... ____..______ R 60 75
Pulp, paper, and allied produets. ..._._.......___. . 86 85
Printing, publishing, and allied industries .. ..........____.__ ... 58 7
Chemicals and allied products (includes explosives but not ammu-

MIGIONY L - Ll iiiiiiiiiieiilool 160 660
Produets of petroleum and coal 3. . 140 190
Rubber products.________._______ - 33 60
Leather and leather products 15 20
Stone, clay, and glass products. 68 110
Iron and steel and their products 4 _ 190 580
Nonferrcus metals. ... 45 220
Ordnance and accessories:

Aminunition, shells, and bombs._ .. ... ____ .. _______ 54 670
Guns and small arms___________ 200
Military combat vehieles.. 60
Machinery 7 360
Automobileg 120
Transportation equipment except automobiles:
Airplanes, airplane engzines, and parts.......__..____.______.___ 30 550
Shipbuilding and shiv repair___._.... - 835 400
Other transportation equipment. .- 5 10
Niscellaneons ¥ ... 40 70
Total eapital outlays all manufacturing purposes (public }
and Private) e eoiioioo_o_- 1,620+ 5,010

*Data for 1941 comparable to those for earlier years were not available at the time
this article was written. The figures shown for 1941 are, in most cases, projections
from the 1939 and 1940 estimates. They are based upcn building construction activ-
ity, floor space, and net increases in capacity, together with data upon the completion
of war facilities (public and private) through December 1941 reported by the War
Production Board.

1 Includes textile-mill products, apparel, and similar produects.

2 fineludos lumber and timber basic products, furniture, and finished lumber
products.

3 Includes petroleum refining, coke and byproducts, and other products of petro-
leum and coal.

4 Includes blast furnace, steel works, rolling mill, foundry, hardware, plumbing
and other iron and steel products, but excludes guns and small arms. Blast furnaces,
steel works, and rolling mills (including cold rolled) establishments accounted for
approximately $110,000,000 in 1939, and $390,000,000 in 1941.

s Includes outlays of approximately $1,000,000 by private concerns and $3,000,000
at Army and Navy arsenals.

6 Includes outlays of approximately $2,000,000 by private concerns and $4,000,000
at Army and Navy arsenals.

7 Includes clectrical and other machinery.

8 Includes outlays of approximately $11,000,000 by private concerns and $24,000,000
at Government shipyards.

§ Includes tobacco.

The additions to manufacturing facilities in 1939,
although somewhat less than the average during the
1920 decade, were neither unusually large nor small
when compared with recent years.

The first three quarters of 1940 experienced moderate
expenditures for industrial facilities in nearly all
branches of manufacturing. In the aggregate these
outlays were at a rate approximately equal to that in
1937 but less than that in several other years during
the period covered by these estimates. As indicated
above a sharp advance occurred in the last quarter of
1940.

At the beginning of 1941, capital expenditures were
considerable in nearly all branches of manufacturing.
As the year progressed, inability to obtain necessary
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equipment and materials, particularly metals, sharply
curbed all building of new plant that was not essential
to the war effort. For 1941 as a whole, about two-thirds
of the total manufacturing outlay was in industries
engaged primarily in the production of military supplies
or of commodities required in their fabrication.

During the present year, 1942, the construction of
manufacturing facilities will be wholly determined by
military requirements. Projected expenditures for this
purpose are somewhat larger than the outlays in 1941,
However, in view of the increasing emphasis upon the
immediate production of large quantities of finished
war supplies it is possible that labor and other resources
may be used increasingly for this purpose rather than
for the construction of all of the new plants now pro-
jected for 1942,

Annual Estimates.

Previous articles in the Survey have presented
estimates of the annual capital expenditures in all
manufacturing from 1915 through 1940, and estimates
of such expenditures in selected manufacturing indus-
tries over the period from 1919 to 1940.2 The indi-
vidual industry groups heretofore covered, along with
some analysis of the factors which appear to have
influenced their capital outlays, are food and kindred
products; textiles and related products; lumber and
lumber products; pulp, paper, and allied products;
printing, publishing, and allied industries; and stone,
clay, and glass products.

Estimates also have been compiled on the capital
expenditures in certain other industrial groups, some
of which are of special interest at the present time. In
this issue annual outlays during the past 2 decades are
considered for each of six industries: blast furnaces,
steel works, and rolling mills; automobiles and auto-
mobile equipment; airplanes, airplane engines, and
parts; petroleum refining: rubber products; aud leather
and leather products.

Blast Furnaces, Steel Works, and Rolling Mills

Large orders for steel and steel products from the
British and French governments early in 1915 together

2 See the Survey of Current Business, March 1941, p. 9, and December 1941, p. 19.
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with an increasing domestic demand and a very con-
siderable shift from Bessemer to open-hearth methods
resulted in the greatest expansion in steel-making facili-
ties in 1915 and 1916 thus far experienced in the United
States. The net addition to annual capacity for making
steel ingots and castings in this country was approxi-
mately 5 million net tons in 1915 and 4.3 million net
tons in 1916. The corresponding increment in 1941
was slightly more than the latter figure.

Since the first World War, steel-making facilities
have been expanded gradually and altogether have been
increased by nearly one-half. At the beginning of 1919
the rated capacity for the production of steel ingots and
castings reported by the American Iron and Steel
Institute was 61 million net tons. At the beginning of
the present year, 1942, the corresponding figure for
ingots and castings was 88.6 million net tons.

The largest increases in iron-making capacity prior to
1941 occurred in 1917 and 1918. In 1917, 2.3 million
net tons were added to the annual capacity of blast
furnaces to produce pig iron and related ferro-alloys.
In the following year the corresponding figure was 1.5
million net tons. During the period since the first
World War appreciable net increases in total iron-
making capacity have occurred in only a few isolated
years such as 1920, 1926, and 1940. Rated blast fur-
nace capacity at the end of 1918 was 55.2 million net
tons and at the end of 1940 it was 57.6 million net tons.?
Important expenditures were made, however, in some
years for the remodeling of old and obsolete blast
furnaces or for replacing them with much larger and
more efficient units.

In 1941 blast furnace construction resulted in a net
gain of approximately 2.8 million net tons in annual
capacity, more than that of any other year on record.
An even larger increase is in prospect for 1942,

In effecting the developments mentioned above,
capital expenditures aggregating approximately 340
million dollars were made in the blast furnace and
steel works industry in 1917. Outlays in this industry
had not equaled those of 1917 until the past year.

3 The 1918 figure includes some but an indeterminate tonnage of “long idle” fur-
naces not included in 1940.

Table 2.—Capital Expenditures for Plant and Equipment in Selected Manufacturing Industries,! 1919-41

{Millions of dollars]
Industry group 1919 11920 [1921 (1922 1923 1924 1925 (1926 | 1927 | 1928 | 1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935 | 1936 1937| 1938| 1939| 194019413
Petroleum refining._ .. ... _____ ... __ 75 | 100 | 55 Average 65 80 /120 {125 | 85| 65| 55| 65| 70| 55| 90 1144 ) 132|130 | 132 | 15
Rubber produets._ .. ._...._____ 70 | 105 | 25 31 221 21 41 381 54 221 17| 11 ¢ 13| 16| 15[ 22( 32{ 27| 33| 34 60

Leather and leather products 29 23 14| 18| 17| 15| 16

Blast furnances, steel works, and rolling

mills 3. ... 160 | 190 | 100 | 100 | 120 | 180 | 200 { 230
Automobiles and automobile equipment:

Depreciable capital expenditures._..__ 59 [ 171 521 44| 87| 98| 88 111

Total capital expenditures4._____ .0 7210187 % 64| 5911055 118 | 116 | 140

Alirplanes, airplane engines, and parts___. .| ..} | . oo|coooo]eaeaafoao oot

7 17 174 12| 11} 10| 10| 11| 13| 15 15) 14| 15| 24 20
160 { 200 | 150 | 300 | 120 | 40 | 50 | 40 | 122 | 200 | 316 | 132 | 110 | 156 | 390
181 | 113 [ 150 [ 94| 49| 37| 25| 48| 991109 | 119 | 112 | 83 | 124 80

160 | 149 | 186 | 118 | 77| 69| 48 78 130 153 | 159 | 155 | 135 ) 197 | 120
____________________ RN N (SR R 5 10) 16} 12| 30| 110 | 550

1 Includes establishments engaged in manufacturing only as defined by the Census of Manufactures.
2 The rough estimates shown for 1941 are based upon incomplete data and may be substantially changed when more adequate information becomes available.
3 The blast turnaces, steel works, and rolling mills group, as shown above, includes only those specific industries; thus, it does not include foundries and finished wire,

tin plate, cutlery, hardware, stamping, structural fabrication, and other iron and stecl products establishments.

The total capital expenditures in all of the iron and steel

industries in 1939 were approximately $190,000,000 as compared with $110.000,000 for the blast furnace, steel works and rolling mill industry. Estimates for earlier years corre-
sponding to those shown above for the blast furnace, steel works and rolling mill industry are as follows: 1915—$170,000,000; 1916—$280,000,000; 1917-—$340,000,000; 1918~

$240,000,000

1 Total capital expenditures in the automobile manufacturing industry, in addition to the depreciable capital expenditures, include nondepreciable tools, jigs, and dies
which are considered by many concerns in this industry as capital expenditures but which are subsequently charged off as current manufacturing expense rather than as

depreciation on capital assets.
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Figure 7.—Estimated Capital Expenditures for Plant and
Equipment and Index of Production for Blast Furnaces,
Steel Works, and Rolling Mills
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In view of the lower construction costs prevailing in
1915 and 1916 than in subsequent periods of high
activity, the physical additions to productive facilities
were relatively greater during these years than is indi-
cated by the dollar figures shown in table 2 and figure 7.

Capital outlays for iron- and steel-making facilities
declined steadily for several years after 1917 to a
low level in 1921 and 1922. Later in the 1920 decade,
the increased demand for steel products—cspecially for
automobile manufacturing and building construction—
was accompanied by substantial outlays by the steel
companies. This expansion reached a peak in 1930.
The precipitous decline from 1930 to 1932 was followed
by 2 years in which very few additions were made to
productive facilities in this industry.

In many large companies the decline was decper than
that shown for the industry as a whole. Some of the
smaller and moderately sized steel companies were able
to improve their facilities to a limited extent during
this period.

These outlays were again very large in 1937—approxi-
mately of the same order of magnitude as those in 1917
and 1930. Complete data for 1941 are not yet avail-
able but it may be estimated that the capital outlays
for blast furnaces, steel works, and rolling mills were
approximately 390 million dollars, considerably more
than in any previous year.

The timing of the fluctuations in the outlays in this
industry are of special interest. The high and low
points in the short-term fluctuations in these outlays
do not have a high simultaneous correspondence with
those in general business during the period covered
by these estimates. The blast furnace and steel works
industry thus differs from some of the other industry
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The reasons for this difference are not altogether
clear. In several cases the larger corporations have
made unusually large expenditures immediately follow-
ing years of heavy production and good earnings. In
view of the extensive size of many installations, con-
siderable time elapses between the initiation of such
projects and the actual expenditures for these purposes.
In the main, fluctuations in capital expenditures thus
tend to lag somewhat after the fluctuations in the
production of steel products.

During the latter part of the 1930 decade, the largest
capital outlays in this industry were for continuous,
highly mechanized equipment for rolling sheet-steel
and for facilities such as electric furnaces for producing
special alloy steels to meet the requirements of par-
ticular users. In 1937 expenditures upon rolling mill
machinery appear to have been more than 50 million
dollars and they were from 25 to 30 millions of dollars
in several other recent years. The increasing use of
clectric furnaces for the manufacture of special alloy
steels has resulted in important additions to such facil-
ities particularly beginning in 1937. By far the largest
increases in clectric furnaces have oceurred during the
past 2 years.

Technological changes in steel products and in their
methods of manufacture thus were important under-
lying influences in determining the outlays in 1935 to
1937. It is hardly likely, however, that the expendi-
tures would have been made if some inereases in demand
had not occurred during these years. The large outlays
in 1941 clearly are due to the war demand and not to
any unusual changes in technology.

The additions which are now planned for this industry
will result in outlays for blast furnaces, steel works, and
rolling mills in 1942 exceeding those constructed during
any preceding year. Up to the present a large part of
the capital expenditures in this industry have been
made directly by the steel companies. In order to
meet wartime requirements, approximately four-fifths
of the outlays for iron- and steel-making facilities being
undertaken at the present time are to be constructed
by funds supplied for this purpose by the Federal

Government.

Automobiles and Automobile Equipment

Automobile manufacturing grew from an experi-
mental stage in 1900 to one of the leading industries in
the United States immediately after the first World
War. Approximately 4,000 vehicles driven by internal-
combustion engines were fabricated in 1900 compared
with over 2,000,000 in 1920. Today, as is well known,
there are more than enough passenger automobiles to
transport comfortably the entire population of the
United States at one time,

The first decade of this period of development was
largely one of improvement in the efficiency and relia-

groups and from the total for all manufacturing.

bility of the automobile and a widening of consumer
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acceptance for the new, strange-looking, horseless
carriage. From about 1910 through the first World
War, notable developments were made in methods of
manufacture for the purpose of using capital facilities
and manpower more efficiently.

The application to a high degree of the principle of
specialization and the minute division of labor, the use
of standard interchangeable parts, and the use of line-
production methods, as is well known, have been intro-
duced to American manufacturing largely through the
automobile industry. The extent of this advance in
manufacturing techniques is indicated in the following
comparison showing some of the results of these changes
over a period of 3 decades.

Figure 8.—Estimated Capital Expenditures for Plant and

Equipment and Index of Production for Automobiles and

Automobile Equipment
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In 1910 approximately 2,500 man-hours were required
to manufacture a 20-horsepower automobile. Today
with the aid of improved power machinery and manu-
facturing techniques, a much larger and more comfort-
able automobile which will develop 100 horsepower
requires only 500 man-hours for its fabrication.* The
final cost of the 1941 model car to the consumer was
$1,000 as compared with $1,500 for its predecessor of
3 decades ago.

In the early years of this industry capital expendi-
tures by automobile manufacturers themselves were
relatively small. Automobile manufacturing waslargely
a process of assembly of purchased parts or completely
integrated units such as bodies and motors. The
suppliers of parts specialized in the production of
valves, bearings, wheels, castings, electrical equipment,
and, as just indicated, in some cases complete bodies
and motors. Later, after the first World War, auto-
mobile companies increased their own manufacturing
facilities and in a few cases became very highly inte-
grated. This expansion was financed largely out of
current earnings. Up to 1926 as much as 80 percent
of the capital expansion in the automobile-manufactur-

& There are some indications that man-hour cost has turned upward in recent
.years.
456781—42—3
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ing industry was financed in this manner. This prac-
tice has not been substantially changed in recent years,
although in a few cases substantial public offerings of
automobile-manufacturing securities have been made
for the purpose of acquiring existing properties.®

Capital expenditures for automobile manufacturing
began to be quite large shortly before the first World
War and increased sharply during the 2 immediate
post-war years. The expenditure of more than 180
million dollars in 1920 was larger than in any subsequent
year prior to 1940. The high expenditures in 1920
reflect to some extent the high unit costs for buildings
and industrial machinery in that year. Notwithstand-
mg this fact, the rate of additions to automobile manu-
facturing facilities in 1920 for new buildings and operat-
ing equipment other than tools, jigs, and dies, were the
largest they have ever been in any year in this industry.

Since that time capitalized tools, jigs, and dies
(consumable tools and hand tools are not included) have
represented an increasing portion of the total capital
expenditures reflecting largely the importance of style
changes in automobile manufacturing. In 1920 tools,
jigs, and dies represented less than 10 percent of the
total capital expenditures in this industry. In 1932 they
represented nearly 50 percent of these capital expendi-
tures. The corresponding figure for 1939 was approxi-
mately 40 percent for the industry as a whole. Many
individual automobile manufacturing concerns made a
considerably larger part of their capital expenditures
for this purpose in that year.

The fluctuations in outlays for new plant and other
facilities for automobile manufacturing parallel to some
extent the fluctuations in automobile production and in
general business. The recovery from low points in
capital expenditures, however, appears to have lagged
after the revival in automobile production by one year
in terms of the annual totals, as may be observed from
the low points in 1922, 1925, 1928, 1933, and 1939 in
figure 8. In each cycle the low point in capital outlays
was reached in the year after the corresponding low
point in production. This is true of the total and of the
large companies. Some of the moderately sized compa-
nies, however, appear to have experienced fluctuations
in capital outlays coincident with those in general
business.

Following the low point in total capital expenditures
in this industry in 1922, there occurred a steady rise to
a peak in 1929, almost identical with that in 1920.
Depreciable capital expenditures, however, do not
appear to have reached the 1920 level in any year before
or since that time.® The largest outlays upon capital
facilities of all kinds in the automobile manufacturing
industry were nearly 200 million dollars in 1940. This

8 See Seltzer, Lawrence H., A Financial History of the American Automobile In
dustry.

¢ See page 22 for distinction between ““depreciable capital expenditures” and “total
capital expenditures.””
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expenditure was due especially to large outlays for tools,
jigs, and dies.

In view of the extensive production of war materiel
by this industry, capital additions for automobile
manufacturing purposes declined sharply in 1941,

Airplanes, Airplane Engines, and Parts

At the beginning of the year 1939 airplane manu-
facturing was a relatively small industry. Its plant
and equipment excluding land were valued at approxi-
mately 70 million dollars and the floor space available
for manufacturing purposes was slightly more than
9 million square feet. The total value of its products
in that year was approximately 280 million dollars,
roughly one-half of one percent of the total for all
manufacturing. The designing, produetion, and man-
agement personnel in this industry, however, provided
a nucleus of marked technical competence which has
made the recent expansion possible.

In 4 years, from 1939 through 1942, the manufacture
of airplanes, motors and parts will have grown to a
gigantic enterprise, 15 to 20 times its size at the begin-
ning of this period. In these 4 years more than a
billion two hundred million dollars will have been
spent in the United States on new buildings, machinery,
and other facilities for the manufacture of airplanes,
motors and parts,

The principal airplane production in the United
States during the first World War was not in combat
but in training planes. The fabrication of these light

Figure 9.—Estimated Capital Expenditures for Plant and
Equipment and Index of Production for Airplanes, Airplane
Engines, and Parts
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craft, although considerable in numbers (it is estimated
that 12,000 airplanes of all types were manufactured
in the United States in 1918) did not require manufac-
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turing facilities comparable to those now essential for
this purpose. The principal aircraft achievement in
the United States during the first World War was the
Liberty cngine which was produced in large numbers
by automobile engine manufacturing companies.

In the immediate post-war years the airplane manu-
facturing industry suffered an almost complete eclipse.
For 1919 the Bureau of the Census reported an annual
production of 662 planes and a total value of products
in this industry of slightly more than 14 million dollars.
The corresponding figures for 1923 and 1925 were
slightly lower. A moderate increase occurred in 1928
and 1929. The total value of the products in the latter
year of approximately 70 million dollars, however, was
only one-fourth of that a decade later at the beginning
of the expansion during the present war.

Plant facilities for the production of airplanes do not
appear to have experienced any considerable post-war
growth until 1928, 1929, and 1930 during which period
important additions were made to facilities in this in-
dustry. Such data as are available for these years
indicate that expenditures for new airplane manufac-
turing plants during these 3 years may have averaged
from 20 to 25 million dollars annually.

The explosive growth in aircrait manufacturing
facilities during the past 3 years is indicated in figure
9. By the end of the present year it appears likely
that there will be available approximately 100,000,000
square feet of manufacturing space for the fabrication
and assembly of airplanes, motors, and parts by all
manufacturing concerns (aircraft, automobile, and
other) now engaged in this undertaking. This is the
equivalent of a structure 200 feet wide and nearly 100
miles long.

The rate of expansion from a highly competent but
small technical nucleus to a great industry employing
800,000 workers, with plant facilities costing approxi-
mately one billion three hundred million dollars is an
outstanding joint accomplishment of government and
business management working together in the prepara-
tion of this Nation for war.

Rubber Products

The 2 years immediately following the first World
War experienced by far the largest expansion in manu-
facturing facilities which has oceurred in the rubber
products industry. More than 100 millign dollars
appear to have been spent for plant and equipment by
rubber companies in 1920. During the war there had
been a shortage of rubber and other raw materials and
a curtailment of plant expansion which was not abso-
lutely necessary in the prosecution of the war. Attrib-
utable both to a vigorous period of natural growth, and
to shortages which accumulated during the war, this
industry experienced an active postwar demand for its
products in terms of the facilities then available.
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Also prices were high and the ratio of net profits to
gross income has exceeded that of 1919 in only one
other year during the past 2 decades.” Thus, many
factors were favorable to an expansion of capital facili-
ties in the rubber manufacturing industry.

By the summer of 1920, however, it became evident
that the immediate postwar plant expansion had ex-
ceeded current requirements. Outlays for new facili-
ties, consequently, declined precipitously and remained
low through 1924. In view of the excess productive
capacity constructed during the immediate postwar
years few additions were made until the latter part of
the 1920 decade.

Immediately after the first World War the outlays
were very largely in the Akron, Ohio, area. From 1927
to 1929 several new plants built in the vicinity of Los
Angeles, Calif., accounted for the major part of the
expenditures for the building construction included in
the totals during these years shown in figure 10.

Figure 10.—Estimated Capital Expenditures for Plant and
Equipment and Index of Production for Rubber Products
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The unusually high expenditures in 1919 and 1920
and to a lesser extent those in 1927, 1928, and 1929
were attributable especially to expenditures for factory
building construction in the rubber manufacturing in-
dustry. As in nearly all industries the expenditures
upon new machinery have been much steadier than
the expenditures upon additions to buildings. In 1939
the outlays for new plant (principally buildings and
related structures) was approximately 13 percent of
the total; in 1920 this percentage appears to have been
more than 50 percent of the total.

A reduced level in the physical production of rubber
products lasted for several years after 1929. 'The
volume in that year was not equaled until 1936. Since
the latter year the capital expenditures in the rubber
products industry have varied from approximately
30 million dollars to 60 million dollars annually. As
already implied, the outlays included in the totals

7 See Leland Rex Robinson, “Corporate Earnings on Share and Borrowed Capital

in Percentages of Gross Income (1818-40),”” Journal of the American Statistical Asso-
ciation, June 1941, pp. 253-264.
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shown in figure 10 and table 2 for the rubber industry
in recent years very largely reflect expenditures for
new and improved machinery and other equipment
rather than for buildings. In view of increased effi-
ciency of this equipment the additions to productive
capacity in recent years are relatively larger than
would appear from a comparison of the expenditures
during these years with those in 1920 and 1929.

The estimates shown in table 2 and figure 10 refer
solely to the outlays by the companies in this industry
for rubber-working facilities. They do not include
new plants for the manufacture of synthetic rubber or
for other manufacturing operations not classified by the
Bureau of the Census as a part of the rubber products

industry.
Leather and Leather Products

Additions to facilities for the manufactyge of leather
and leather products have fluctuated much less than

Figure 11.—~Estimated Capital Expenditures for Plant and
Equipment and Index of Production for Leather and
Leather Products
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those in any other industry considered in these articles.
In only 2 years during the entire period covered by
these estimates have they been less than 10 million
dollars nor more than 20 million. The only outstanding
development during this period of 23 years was the
relatively high expenditures for this purpose in 1919
and to a lesser extent in 1920. The capital expenditures
in these years were due to extensive modernization and
consolidation in all branches of this industry and were
undoubtedly influenced by the very high profits in
1919, which in that year were higher for this industry
than in any other year during the entire period.?

The absence of appreciable year-to-year changes in
these expenditures may be attributable in the main to
two influences, (1) the relatively steady and slightly
expanding rate of production of leather and leather
products, and (2) the centralized control of the fabrica-
tion and introduction of shoe machinery (the major item
in the total of these capital expenditures) by a few com-
panies, one of which is responsible for by far the largest
part of the total manufacture of this type of equipment.

8 See Robinson, op. cit.
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Petroleum Refining

The estimates of capital outlays for petroleum re-
fineries shown in table 2 and figure 12 refer only to
manufacturing facilities and do not include plant or
equipment used in petroleum mining, storage, transpor-
tation, or distribution. The total capital expenditures
of the petroleum industry for buildings, machinery,
pipe lines, tankers, storage facilities, as well as refineries,
are approximately four times those shown in table 2
for petroleum refining.?

At the beginning of the present century the major
product of petroleum refineries was kerosene, which
was used principally for lighting purposes. Gasoline
was a troublesome ingredient which contaminated the
kerosene and which frequently was thrown away as a
waste product. The phenomenal growth in the num-
ber of automobiles in use between 1900 and the first
World War provided an expanding demand for gasoline
and effected major changes in refining practices.

Petroleum refining and automobile manufacturing
have experienced many complementary developments.
The technical advances which have lowered the unit
cost of automobiles have greatly expanded the market
for gasoline. Similarly, the design of the modern auto-
mobile engines has been influenced at every turn by the
type of available fuel.

Petroleum refining at the close of the first World
War was largely a process of selective distillation of
petroleum products, such as the gasoline, kerosene, and
lubricating oils, contained in the crude petroleum.
Only the amounts of these products actually existing in
the crude could be extracted. Today much of our
gasoline is made by chemical processes of considerable
complexity in elaborate plants designed for this purpose.
Crude petroleum is used as the raw material in these
plants but other substances containing hydrogen and
carbon could be used to serve the same purpose and are
being used extensively in Western European countries
for the manufacture of gasoline, although at much
greater cost.

During the past 23 years petroleum refineries have
been expanded to nearly 4 times their throughput
capacity in 1919 and have been greatly improved in
the technical efficiency in producing particularly gaso-
line and lubricating oils. The average yield in terms of
barrels of gasoline per barrel of crude petroleum has
increased from approximately 25 percent in 1919 to
approximately 45 percent at the present time. Actually
some modern processes, by the addition of hydrogen,
yield a larger volume of gasoline than that of the
original crude petroleum used for this purpose. From
1919 to approximately 1925 additions to facilities appear
to have been largely of the fractional distillation type of
plant. In the latter half of the 1920 decade, cracking
processes involving both high temperatures and pres-

9 See Temporary National Economic Committee Hearings, part 14-A, p. 7701,
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sures were used to reform some of the substances in the
crude petroleum in order to give a higher yield of
gasoline.

In the 1920 decade the fluctuations in capital expendi-
tures for petroleum refineries were for the most part
similar to those in the automobile, rubber products,

Figure 12.—Estimated Capital Expenditures for Plant and
Equipment and Index of Production for Petroleum Refining
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and several other industries. An abrupt peak in 1920
was followed by a sharp decline and then by moderate
outlays during the subsequent 5 or 6 years. Late in the
decade the outlays for refineries were again high, par-
ticularly in 1928 and 1929. The outlays for petroleum
refineries experienced the decline in 1930 characteristic
of most of manufacturing processes. In this industry,
however, the capital outlays were maintained during
these depression years at a level relatively higher than
that of any of the other manufacturing groups with the
exception of leather and leather products.

Capital facilities play a particularly important part
in the process of manufacture of petroleum products.
In this industry, as well as in the chemical and allied
products industry and food and kindred product
manufacturing, the largest part of the value added in
the manufacturing processes is attributable to the use
of capital facilities rather than to direct labor or other
costs.

For approximately 20 years technical changes in
petroleum refining have been so rapid that in actual
experience the useful life of refineries frequently is as
short as 5 years or less. Since about 1936 the practical
adaptation of elaborate chemical processes for the
manufacture of gasoline such as catalytic cracking,
polymerization, and hydrogenation have been con-
spicuous and have resulted in large capital expendi-
tures for refining facilities.

The intricate refining methods which have developed
during the past 2 decades have resulted in the construc-
tion of refineries of larger size and in a concentration of
such facilities at points outside of the oil fields rather
than widely scattered throughout the fields as was
formerly the practice. There has been a tendency to
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build new refineries, either at collection points on the
seacoast near one or more oil fields or to build them close
to centers of consumption of petroleum products.

In the year 1941, military requirements have affected
the petroleum industry in a number of ways, such as
the extraction of toluol from refinery gases, the develop-
ment of higher octane gasoline for military aviation, and
the use of petroleum as a base for synthetic rubber.

Economic and Other Influences

An examination of the capital outlays in the 12
industries discussed in these articles throws considerable
light upon the economic and other influences which
appear to have been most closely related to the capital
expenditures for manufacturing plant and equipment
in the United States over the past 25 years. All of the
following factors seldom operate at the same time.
However, nearly all manufacturing capital outlays in a
given industry appear to be determined in varying
degrees by one or more of these influences,

1. The relative importance of capital facilities in a
particular manufacturing process (compared with
direct labor and other factors of production). For
example, in petroleum refining, the chemical industries,
and flour milling, the contribution of fixed capital to
value added by manufacture is relatively high. In the
apparel industries, the leather and leather products
industries, and the lumber and timber basic products
industries, wages and salaries rather than capital costs
are the predominant elements in the value added by
manufacture.

2. Technological changes in products and methods of
manufacture. Capital expenditures for new facilities
are not necessarily made immediately following the
practical adaptation of new technological methods but
such developments do exert a very strong influence
upon the rate of capital expenditures. The replacement
of facilities which are essentially identical with those in
place is relatively small. Machinery and structures
seldom wear out to the extent that they are unable to
perform the functions for which they were originally
purchased and losses due to fire and other catastrophes
in time of peace are not appreciable. Effective demand
for nearly all types of durable goods thus is estah-
lished not as the result of complete wearing out of such
facilities, but as the result of a process of obsolescence
and the development of improved units which are more
efficient than the units previously in place.

3. The rate of physical production of a given com-
modity relative to previous levels and to the availability
of facilities for this purpose at any given time. Ex-
treme urgencies in the requirements for public purposes,
such as for military supplies in 1917 and 1918, and at
the present time, also may result in unusually large
direct public expenditures for industrial facilities.

4. The profitability of some of the enterprises in a
given industry. The concern in an industry which is
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most profitable is not always the one which expands its
facilities or adds new equipment. Such expenditures,
however, are much more likely to be made if it is known
or believed that one or more concerns in that industry
have found profitable the introduction of a particular
type of equipment. Thus, capital expenditures fre-
quently are made by a given concern to enable it to
compete more effectively with one of its more venture-
some competitors.

5. Industrial migration from one region of the
country to another due to local differences in power
resources, labor costs, industrial relations, State and
local taxes, availability of materials and skilled work-
men, and similar factors.

6. The availability of labor, materials, and equip-
ment, and their relation to construction costs generally
throughout the country. Changes in machinery costs
and construction costs appear to have relatively less
effect upon expenditures for manufacturing capital
purposes than they do upon outlays for office buildings
and residential structures.

7. The attitude of individual enterprisers with re-
gard to the outlook for the future.

8. Government policies relating to taxation (tax
rates, depreciation, amortization, and the reinvestment
of net income) and to the public ownership of production
facilities, and similar problems. ¥or example, in the
calculation of net income, the Revenue Act of 1918 made
possible complete and rapid depreciation charges for
the replacement of all machinery and other plant facili-
ties which had been required in the prosecution of the
war. This provision was one of the factors stimulating
capital expenditures for new plant and equipment in
1919 and 1920.

Special Significance of Technological and Other Changes.

Change and differences in the rate of growth of
particular industries are marked characteristics of the
economic history of all modern industrial societies.
In the United States changes in products and methods
of fabrication have been extensive not only in manu-
facturing but also in mining, transportation, and other
industries, and have greatly influenced many profes-
sional services and the modes of domestic living. Even
over short periods of little more than a decade, changes
of this character have frequently been very far reaching.
The following paragraphs illustrate techuical changes
of this character.

The practical development of the internal combustion
engine about the turn of the present century and its
revolutionizing effect upon land transportation is well
known. Important improvements in this type of
engine continue to be made. For example, the high-
compression Diesel engines now being sold commerci-
ally and the most advanced carburetor engines for
airplanes have approximately twice the thermal effi-
ciency of standard automobile engines; also the most
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advanced airplane engines weigh less than 1 pound
per horsepower compared with 10 pounds per horse-
power for most automobile engines.

Recent improvements in metal-cutting tools using
tungsten carbide have greatly advanced the progress
which has been taking place for several decades in the
cutting speeds of lathes and other machine tools.
These new tools require heavier machines and greater
power, and, thus, increase the rate of obsolescence on
existing metal-cutting machines

The reciprocating steam engine which was perfected
in substantially its present form by Watt and Bolton
at the beginning of the 19th century, might appear to
be an exception to this rule. Actually, however, this
prime mover has been largely replaced by steam tur-
bines for power generation and by electric motors for
direct application of energy. The steam locomotive—
one of the last stands of this type of engine—is rapidly
giving way to electric and Diesel-electric locomotives,
particularly the latter.

Electricity, first used as a means of developing
mechanical power in manufacturing shortly after 1880,
is now the energy source of approximately 85 percent
of the horsepower capacity of the units from which
mechanical power is derived in manufacturing plants
in the United States,

Steel at the close of the Civil War was an expensive
metal having limited uses for industrial purposes. The
production of 83,000,000 net tons in the United States
in 1941 is 4,000 times that of 75 years ago.

Aluminum was a rare substance of the scientific
laboratory 60 years ago. In the next few years it
appears likely that considerable more than one billion
pounds of this metal will be produced annually in the
United States.

Changes such as these are not the exception but are
characteristic of industrial history during the past two
centuries. Although difficult to measure, such changes
have influenced greatly the rate of expenditures by
manufacturing concerns upon capital facilities

Methods of Deriving Estimates

The estimates of capital expenditures shown in table 2 and figures 7 to 12 of this issue
and similar estimates in the March and December 1941 issues of the SURVEY have
been compiled with considerable care and all known statistical data relating to manu-
facturing capital outlays have been examined. In every case the data which appear
to measure such expenditures most accurately have been used. It is nccessary,
however, to emphasize again, as was done in the earlier articles, that these estimates
are not precise additions of reported dollar-expenditures by all manufacturing estab-
lishments ina givenindustry. See Survey of Current Business, March 1941, page 15,
and December 1941, page 26, for discussion of methods of deriving estimates of mann-
facturing capital expenditures.

The methods used in deriving the estimates for each of the industries shown in
table 2 are indicated briefly below. The rough preliminary estimates for 1941 appear
reasonable in the light of information available at the time this article was written
but may be subject to change as more adequate data become available.

Blast Furnaces, Steel Works, and Rolling Mills

Two entirely independent methods were used in compiling estirates of the capital
expenditures in this industry. The first series was secured from direct reports of such
expenditures by a number of steel companies in the United States. Over the period
from 1935 to 1940 the additions to capital at cost for the principal companies are avail-
able in their reports to the Securities and Exchange Commission. The corporations
reporting in this manner accounted for 85 percent of the capital outlays by all iron
and steel companies in 1939, as estimated from the Census of Manufactures in that

SURVEY OF CURRENT BUSINESS

May 1942

vear. Detailed corrections were made for each company for the additions to capital
attributable to the acquisition of existing properties from other concerns. The annual
totals for all of these companies thus derived were used to measure the year-to-year
changes in capital expenditures by all iron and steel establishments in the United
States.

Over the period from 1915 to 1934, data upoun capital expenditures were secured from
five of the larger companies (four prior to 1930), including the two largest in this indus-
try. These reports show the expenditures for manufacturing facilities separately
from those used for transportation, mining, and other operations, These five com-
panies accounted for approximately 55 percent of the capital expenditures of the blast
furnace, stecl works, and rolling mills industry in 1939.

In view of the consolidations which have taken place in this industry over the past
25 years, continuous series based upon capital expenditures of a given corporation
represent a much smaller part of the total industry in the earlier years than they do
at the present time. Consequently, an attempt was made to trace the subsidiaries
and other acquired units of present existing corporations back to the beginning of
the period. The only data available for this purpose are the total assets of parent
corporations and acquired subsidiaries. Consequently, for this purpose it was as-
sumed that the outlays for new facilities by acquired subsidiaries in earlier years bore
the same proportion to those of the parent company as their total assets did to those
of the parent company. The simple addition of the reported dollar-expenditures of
corporations bearing a given name throughout the entire period would have resulted
in serious underestimation of capital expenditures in the earlier years.

A second, entirely independent, estimate of capital expenditures in the blast fur-
nace, steel works, and rolling-mill industry was based upon the annual gross incre-
ments in blast furnace capacity (new furnaces and rebuilt furnaces were treated
separately) and in the various types of steel-making capacity as reported by the
American Iron and Steel Institute., To each of these increments were applied
relative weights which were intended to measure the relative unit costs of additions
to these various facilities.

The series of annual relatives thus derived, measuring the physical additions to iron
and stecl-making capacity, was multiplied by an index of construction costs to give
an index of dollar expenditures for iron and steel-making facilities. This index was
calculated from several separate indexes of actual construction costs compiled by
the Interstate Commerce Commission for various types of industrial machinery and
structures. To this product of additions in facilities times construction costs were
added year-to-year measures of expenditures for rolling-mill machinery derived from
the production of such machinery reported in each biennial census year beginning in
1925. In the earlier years the expenditures upon rolling mills were assumed to be
proportional to expenditures upon all other additions to capacity in this industry.
The series derived in thie above manner were used to calculate the year-to-year changes
in capital outlays for iron and steel-making facilities.

As in the estimates for other industries, the capital expenditure reported to the
Bureau of the Census in 1939, plus allowances for undercoverage in the census returns
(13 percent for this industry), was used as the base for the estimates throughout the
entire period.

In general, the estimates derived from reported expenditures (the first method)
tend to fluctuate more widely than the series based upon annual gross additions to
productive facilitics (the second method). The movements of the two series, how-
ever, were closely parallel and the turning points, with one or two exceptions, occurred
in the same years. The long-time trends in the two series also were closely parallel.
In nearly all cases discrepancies between the two series appear to have been accounted
for by expenditures of companies which were not reflected in the first series but were
covered by the second.

In view of the fairly satisfactory coverage of the cstimates based upon reported
expenditures from 1929 to 1940, the estimates based upon this method were used over
this period. For the years prior to 1929 the second method, which reflects additions
to facilities by all companies both large and small, appeared to be preferable to the
first method. The estimates shown in table 2 over the period from 1915 tc 1929 are
consequently based upon the second method.

Automobiles and Automobile Equipment

The year-to-year changes in this series are based upon the fluctuations in the total
eapital expenditures, including buildings, machinery, tools, jigs, dies, and other
productive facilitics by seven automobile manufacturing companies including the
three largest corporations in this industry. These seven corporations accounted
for approximately 85 percent of the estimated total depreciable capital expenditures
nf all automobile and automobile equipment manufacturers in 1939.

Two scries are shown for this industry, (a) total capital expenditures and (b)
depreciable capital expenditures, The total capital expenditures in this industry for
the base year 1939 included allowances for tools, jigs, and dies in addition to the de-
preciable capital expenditures reported to the Bureau of the Census. This special
distinction is necessary because of the accounting treatment of tools, jigs, and dies
by many concerns in this industry. The usual practice in most manufacturing is to
depreciate all items charged to capital plant and equipment accounts. The frequent
style-changes in the automobile industry have resulted in a practice followed by
many companies of charging tools, jigs, and dies to capital accounts but of subse-
quently writing them off as current manufacturing expense month-by-month during
the period in which they are used. Although included in the Census reports of capital
expenditures in most other manufacturing industries, the expenditures for tools,
jigs, and dies were not reported by the automobile manufacturing companies to the
Census of Manufactures in 1939 unless charged to depreciable capital accounts which,
as just noted, is not the practice usually followed in this industry.

The Census total for new depreciable plant and equipment expenditures in this
industry in 1939 was approximately $75,089,000. Data reeeived from six of the seven
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corporations showed capitalized tools, jigs, and dies separately from the depreciable
capital outlays. After a careful examination of the data for the seven corporations
representing 85 percent of the capital expenditures in this industry, it has been esti-
mated that the total capital outlays for the automobile and automobile equipment
industry in 1939 were approximately 136 million dollars, and the depreciable capital
outlays 83 million.

Airplanes, Airplane Engines and Parts

The most satisfactory measure of the capital outlays in this industry appear to be
the additions to capital at cost reported annually to the Securities and Exchange
Commission by nearly all of the principal airplane manufacturing companies in the
United States. A detailed examination was made of the reports of each of these
companies in each year. Based upon this examination a series was compiled showing
the additions to capital at cost for new manufacturing facilities by these companies
excluding land and transportation facilities. Adjustments were also made to exclude
any capital additions due to changes in corporation accounts other than those due to
additions to new facilities at cost.

These reports are available only for the period 1935 to 1940, inclusive. The esti-
mate for the year 1941 was derived from (a) statistics upon capital expenditures
for industrial facilities compiled by the War Production Board, (b) statistics of build-
ing contracts awarded, and (¢) floor space in airplane manufacturing plants compiled
by the Aeronautical Chamber of Commerce (plus allowances for airplane manufac-
turing plants operated by corporations whose business formerly had been in other

industries).
Rubber Products

The year-to-year changes in the capital expenditures in this industry were estimated
by adding a series measuring building construction activity to a series measuring
speeialized general purpose machinery (see above references to carlier articles for more
detailed description of this general method).

The machinery estimates for bienniel census years were derived from the production
of special purpose rubber-working machinery reported in the Census of Manufactures
plus appropriate allowances to the rubber-preducts industry of general purpose
machinery such as engines and motors. The estimates of machinery expenditures
in the intercensal years were interpolated using the gross sales of threc concerns (five
in earlier years) specializing in the fabrication of rubber-working machinery. Al-
though these companies were responsible for only about 20 percent of the total of such
machinery produced in 1939, the fluctuations in their gross sales were in good agree-
ment with the total production of rubber-working machinery reported to the Census
of Manufactures in the odd-numbered years throughout the entire period with the
exception of the intercensal period from 1919 to 1921 for which special calculations
were made. The strikingly high estimate [or the year 1920 is attributable to unusu-
ally high building construction activity, rather than to unusually high machinery
expenditures, although both reached their peak in that ycar.

The estimates of plant and equipment expenditures derived in the above manner
were used to calculate the year-to-year changes in such expenditures in the rubber
products industry. The estimate for the base year 1939 was derived {from the reports
to the bureau of the Census in that year plus allowances for undercoverage and under-
reporting in these reports (17 pereent estimated for this industry).

Leather and Leather Products

The year-to-year changes in the capital outlays shown in table 2 for leather and
leather-working industries were derived by adding estimates of building eonstruc-
tion activity to estimates of production of specialized and general-purpose machinery
as previously described for other industries.

The 1939 estimate which was used as the base for the estimates in all years was the
capital expenditures (excluding land but including used equipment) reported by all
leather and leather products establishments to the Bureau of the Census plus an
allowance of 8per cent for underreporting and undercoverage plus 4 million dollars for
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new shoe working machinery which moved into the leasing stock of the prineipal
shoe manufacturing machinery companies. In view of the widespread practice of
leasing shoe machinery, the latter adjustment was essential. This figure was derived
after a detailed examination of the corporation records of the principal manufacturers
engaging in this business and an examination of the Census of Manufactures returns
for the leather and leather produets industry.

Petroleum Refining

For the years 1935 to 1940, measures of the additions to capital at cost for the manu-
facturing or refining divisions of 18 of the principal petroleum companies are available
in the reports by these companies to the Securities and Exchange Commission.
These statistics were supplemented by similar data from two large corporations for
which this detail was not reported directly to that Commission. These 20 companies
operated approximately 77 percent of the refining facilities in 1938 and are estimated
to have been responsible for about 85 percent of the capital outlays for refineries in
1939. The estimates shown in table 2 for petroleum refineries over the period from 1935
to 1940 are based upon the reports from these 20 companies plus an allowance for the
smaller companies for which such data were not available.

Estimates derived in the indirect manner indicated below resembled very closely
those based upon reported outlays for refineries by petroleum companies over the
period from 1935 to 1940.

Over the period from 1919 to 1934 the year-to-year changes in the capital expendi-
tures for petroleum refineries were derived from the gross annual increments in refin-
ing and cracking capacity multiplied by an index of construction costs and by a rough
measure of the effect of technological changes upon the costs of new refining facilities.
The year-to-year additions to refining and cracking capacity were derived by a
year-to-year comparison of the capacity of each petroleum refinery in the United
States reported by the Bureau of Mines. These reports upon the total capacity of
rach refinery are available for January 1 of each year from 1918 to 1941 with the ex-
ception of the 2 years 1923, and 1924. Consequently, it has not been possible to
calculate the year-to-year fluctuations from 1922 to 1925. An annual average for these
years, however, has been compiled.

Annual reports of cracking capacity are available for January 1 of each year from
1928 to 1941. In January 1928, 40 percent of the refining facilities in terms of through-
put capacity had cracking as well as refining units. In 1919 cracking was used only
at a very few refineries. It was assumed that the ratio of total refining capacity
which had cracking units increased in a straight line relation from zero in 1915 to 40
pereent in 1928.10 ‘

In view of the increasingly complicated character of the new units constructed in
recent years it was necessary to make an adjustment in order that the estimated capi-
tal outlays would reflect such changes. The most satisfactory measure which in a
eough general way corresponds to these technical changes is the average octane rat-
ing of gasoline produced in the United States.

The final series measuring year-to-year changes in capital outlays for refineries from
1919 to 1934, consequently, reflects gross annual increases in refining plus cracking
capacity (2.5 times refining plus 1.0 times cracking) multiplied by an index of construe-
tion costs, multiplied by an index of octane rating referred to above. The index of
construction costs was derived by consolidating several indexes (‘“‘elevated strue-
tures’”, “fuel stations’”, “‘shops and engine houses’”, ‘“‘gas-producing plants”, and
“powerplant machinery”) of actual costs compiled by the Interstate Commerce
Commission, those most closely resembling types of construction in petroleum
refineries.

The author will greatly appreciate any suggestions for improvements in these
estimates or in the analysis of related influences by persons having special knowledge
upon capital outlays in any of the manufacturing industries treated in these articles.
—————— "

10 See page 7802, Part 14-A, Temporary National Economic Committee Hearings,
total quantity of gasolinejproduced by straight run and by cracking by years 1920
to 1938.

(Continued from page 8)

by the recession in sales of durable goods-stores, now
fully two-fifths below their volume 12 months ago.
The heavy buying which resulted in unscasonably
large sales by nondurable-goods stores in January
appeared to have moderated only slightly in February
and March. Nondurable-goodsstore volume for thelatter
month was almost one-fifth above the preceding March.

Advancing retail prices in recent months, however,
have absorbed an ever-larger proportion of consumer
expenditures. Thus, the actual volume of retail trade
in March, after allowance for increased prices, was off
about 15 percent from the comparable 1941 level—
reflecting principally reduced sales of durable goods.
The quantity of merchandise sold by nondurable-goods
stores, on the contrary, exceeded moderately that of
the year before. It was up even more sharply in certain

nondurable lines upon which consumers concentrated
their buying in anticipation of shortages.

Serious problems of wartime consumption take form
in the retail field. As civilian goods output is progres-
sively reduced, the retail sales volume of numerous
consumer products evidently can be maintained only
by depleting drastically or exhausting dealer stocks.
Retail stocks, however, ought in many instances to be
regarded In the light of reserves against even more
serious shortages later. Success in curbing the aggre-
gate expenditures of consumers, moreover, does not bar
their hoarding of specific products, such as shoes,
clothing or household necessities. Hoarding often
results in the inequitable distribution of scarce articles—
an outcome which might largely be avoided by prompt
rationing.
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Quarterly Estimates of Construction

By Burton H. Klein

Analysis of short-term: fluctuations in construction
activity and the relation of these fluctuations to changes
in general business conditions requires a series which
measures changes in the volume of construction for
intervals shorter than a year.!

At the present time the need for such information is
greater than usual because of the necessity of studying
the effect of priority measures on various branches of
the industry, and, more generally, of bringing into
clearer perspective the changing composition of con-
struction as the industry is mobilized for war.

In recognition of these needs, the Bureau of Foreign
and Domestic Commerce has developed a series of
quarterly estimates of construction activity from 1939
to date.?

For the present, no attempt is made to adjust the
series for seasonal variation. Certain types of con-
struction, such as residential building, farm, and high-
way construction, display marked seasonal movements.
Over the short period covered by the estimates, how-
ever, it is difficult to work out satisfactory seasonal
patterns. Furthermore, the development of the war
economy and the resultant concentration upon particu-
lar types of construction has resulted in a definite damp-
ening of seasonal fluctuations. Seasonal elements have
slight effect upon the construction of industrial build-
ings. Military construction, an increasing portion of
the total, likewise is little affected by seasonal factors.
In view of these considerations, the data are presented
in a seasonally unadjusted form.

The estimates measure construction activity; i. e.,
the value of work done during each quarter. For some
purposes, such as tracing the influence of economic
factors on private investment, predicting short-run
changes in the volume of activity, or, anticipating
material and labor requirements, a “value of work be-
gun” series is more useful. In figure 13 the nature of
the relationship between work begun and construction
activity for private nonresidential building is shown.
The series includes private factory, commercial and
various types of institutional buildings. Changes in
the work-begun series anticipate changes in the activity
series by a period of 4 to 6 months.

Important changes in both the trend and composition
of construction activity have occurred since 1939, As
is shown in figure 14, the various types of private con-
struction have risen markedly from the beginning of

1 A comprehensive account of the annual estimates of construction activity appears
in “Construction Activity in the United States, 1915-37,” Domestic Commerce
Series No. 99. Approximately comparable figures through 1941 appeared in the Sur-

vey of Current Business, February 1942,
1 Further extension to cover the whole decade of the thirties is in progress.

1939 to the closing months of 1941. Total private con-
struction during the last 2 quarters of 1941 exceeded
the corresponding periods of 1939 and 1940 by 40 and
18 percent, respectively. Private residential construc-
tion increased at an average rate of $21 million per
quarter over the period 1939-41. During the last

Figure 13.—Value of Private Nonresidential New Building
Construction excluding Public Utility and Farm Con-
struction .

MILLIONS OF DOLLARS

150
s
WORK STARTED 1‘ ,"\ A
A
PPN
Y [}
I\ 2 1 ~ “ ! 1
100 ! L | I
1 Y v ‘I [
v \
\
75 —
BUILDING ACTIVITY [}
‘l
I
¥ 3 -
50 H Y
\
.
es Lot i b vyl vy b g oo d e e by
1940 1941 1942  poez-1s4

Source: U. 8. Department of Commerce,

quarter of 1941, private industrial construction, in-
creasingly directed toward the construction of industrial
facilities for armament production, was 230 percent
higher than the 1939 quarterly average, and 77 percent
higher than the 1940 average.

Beginning in the last quarter of 1940, the rise in
public construction, brought about by the rearmament
program, began to outstrip the rise in private con-
struction with the public component becoming an
increasing share of the total. During the fourth quar-
ter of 1941, for example, private construction was 10
percent higher than in the last 3 months of 1940,
whereas the increase in public construction was more
than 8 times as great. Public construction rose from
two-fifths of the total during the first quarter of 1940
to nearly three-fifths in the last 3 months of 1941,
From the first quarter of 1940 to the same period a
year later, military and naval construction rose from
one-thirtieth to one-quarter of the total. In the first
quarter of 1942, private construction, falling in both
absolute and relative amounts, was only one-third of
the total volume of construction activity.

Derivation of the Estimates.

The data and methods used in making the quarterly
estimates are outlined below., The estimates are
divided into two main groups—those for which the
basic source is contract or permit data, and the remain-
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der which are reported on a direct activity basis either
by government or various private agencies.

A. Estimates made from contract or permit data.
1. Residential construction (nonfarm).

The estimates of residential construction are pre-
pared by the Bureau of Labor Statistics using permit
figures as a basic source. Adjustments are made for
undervaluation and for inclusion of nonreporting areas.?
In arriving at a total value series, allowance is made
for the construction of nonhousekeeping units and
major additions, alterations, and repairs. The series is
then converted to an activity basis by using different
time lags for one and two, and multifamily dwellings.

2. Private and Public nonresidential building.

The basic source for making these estimates is
contract data collected by the F. W. Dodge Corpora-
tion.* Since Dodge does not collect contract data
for the 11 Western States, it is necessary to adjust
these figures to attain country-wide coverage. Adjust-
ment factors for each type of construction were obtained
by using permit data collected by the Bureau of Labor
Statistics and Engineering News-Record data, both of
which cover the United States. Permit data assembled
by the Federal Reserve Bank of San Francisco for

F # The Bureau of Labor Statistics has completed a preliminary revision of the
number of dwelling units built in the period 1930-40. See Housing and the Increase
in Population, Monthly Labor Review, April 1942, Further revision of the nuunber
and value of dwelling units is in progress.

4 Beginning in 1941 public war industrial construction is no longer obtained from
contract data; see discussion below,
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the seven most important Western States were also
consulted.

Figure 14.—Value of Public and Private New Construction
by Type
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Each type of construction is further adjusted to
allow for undercoverage. The adjustment factors were
based on comparisons of Dodge statistics with Census
data, information collected by government agencies
such as the Office of Education, and other types of
related data.

After these adjustments for coverage, timing pat-
terns for each type of construction were applied to the
value of contract awards in each month in order to
estimate the volume of construction activity in subse-

New Construction Activity in the United States, by Function and Ownership

{Millions of dollars]
1939 1940 1941 1942
Item
An- | First |Second| Third | Fourth| An- | First [Second| Third | Fourth| An- | First |Second| Third | Fourth | First
nual | quar- | quar- | quar- | quar- | nual | quar- | quar- | quar- { quar- | nual | quar- | quar- | quar- | quar- { quar-
total 1| ter ter ter ter |[totall| ter ter ter ter |totall| ter ter ter ter ter

New construction 2. ___ ... ___._. 6,367 1 1,403 | 1,622 | 1,793 1,549 | 7,276 | 1,338 | 1,724 | 2,020 | 2,194 |11,356 | 2,303 | 2,641 | 3,270 | 3,142 | 2,637
Private construction_______ -1 3,852 726 975 | 1,176 975 | 4,521 811 | 1,147 | 1,340 | 1,223 | 5,472 | 1,053 | 1,404 { 1,669 1,346 891
Residential (nonfarm)3___ .| 2,046 427 528 559 532 | 2,323 419 593 661 650 | 2,675 5 696 815 661 450
Nonresidential building_. - 748 142 171 224 211 982 175 230 265 312 | 1,306 327 318 327 334 190
Commercial ._._..____ - 206 53 70 88 85 334 66 85 96 87 388 85 106 113 85 54
Industrial .. 227 35 54 65 73 423 68 96 100 159 678 188 156 146 188 95
Allotherd. _________ - 225 54 47 7 53 225 41 49 69 66 240 54 57 68 61 41
Farm construction 5.___ . 530 53 159 239 79 570 57 171 256 86 716 72 215 322 107 65
Residential........ 236 24 71 106 35 251 25 75 113 38 316 32 95 142 47 28
Servige..__._. - 294 29 88 133 44 319 32 96 143 48 400 40 120 180 60 37
Public utility 6___ 528 104 117 154 153 646 160 153 158 175 775 151 175 205 244 136
Public construction_.____ 2,515 677 647 617 574 | 2,755 527 577 680 971 ] 5,884 | 1,250 | 1,237 | 1,601 | 1,796 1,746
Military and naval 7___ 119 17 24 33 45 510 47 52 60 351 | 2,059 58 318 491 670 600
Nonresidential building 762 283 225 144 110 497 101 92 145 159 | 1,671 237 400 492 542 662
Industrial________ 14 4 3 3 4 144 11 9 51 73 | 1,400 165 336 423 476 608
All other8_. 748 279 222 141 106 353 90 83 94 86 271 72 64 69 66 54
Highway oo emiaas 884 212 213 241 218 946 197 227 262 260 | 1,013 208 242 289 274 228
Sewage disposal and water supply.....| 257 60 72 69 56 143 45 36 32 30 115 29 30 29 27 27
Residential ... _._.___________ 76 5 13 23 35 205 31 53 61 60 479 75 118 158 128 104
All other Federal ® 326 30 75 28 90 353 86 87 89 91 425 96 97 107 125 103

Miscellaneous public service enter-
prises 0. _ . __ ... 91 20 25 26 20 101 20 30 31 20 122 25 32 35 30 22

1 The totals are revisions of the annual estimates of total construction activity that appeared in the Survey of Current Business, February 1942.

2 Does not include data for work-relief construction.

3 The 1939-41 figures were prepared by the Bureau of Labor Statistics; the figure for the first quarter of 1942 is a preliminary estimate of the Department of Commerce.
4 Includes religious, educational, social and recreational, hospital and institutional, and miscellaneous nonresidential building.

8 Includes an indeterminate amount of maintenance.

¢ Includes railroads, street railways, lpipe lines, electric light and power, gas, telephone and telegraph utilities.

7 Includes cantonments, asronautica

facilities, navy yards and docks, army and navy hospitals, ete.

8 Includes “public,” commercial, educational, social and recreational, hospital and institutional, and miscellaneous public buildings. . . .
9 Includes work done by Bureau of Reclamation, Indian Service, Forest Service, Army Engineers, National Park Service, Tennessee Valley Authority, Soil Conservation

Service, and other Federal agencies not elsewhere included.

10 Includes such municipal enterprises as street railways and other transit systems, gas systems, ports, docks, harbors, airports, tunnels, ete.

Source: U. S. Department of Commerce; see also text.
456781 —42———4



26

quent months.® In developing these timing patterns,
aceount is taken of both the time that elapses between
the inclusion of the data in the Dodge ‘“ contract award”
series and the beginning of work, and the time required
to complete certain types of buildings. The building
period varies for each type of construction. For example,
o period averaging slightly more than 4 months is used
for factory building, while a period of 7 months is used
for hospital and institutional buildings. It is not as-
sumed that activity arising from a particular month’s
contract awards is spread evenly over the whole period;
different percentages are used in each of the successive
months.

B. Estimates Reported on a Direct Activity Basis.

1. Farm Construction.

Estimates of Farm construction are made by the
Bureau of Agricultural Economics. In contrast to the
other estimates, these include maintenance because no
satisfactory method has been developed to separate new
farm construction from maintenance. Since it was
impossible to obtain the data on a quarterly basis,
“normal”’ quarterly factors were derived in consulta-
tions with the Bureau of Agricultural Economics and
applied to the annual estimates.

2. Public Utility Construction,

Estimates of construction work by public utilities are,
for the most part, based on reports from organizations
such as The Bureau of Railway Economics and the Bell
Telephone Company. When it was not possible to
secure the data on aless than annual basis, contract data
for the specific type of utility were converted to a quar-
terly activity series and applied as an index to the annual
reported figure.

3. Military and Naval Construction.

For the period prior to July 1941, military and naval
construction figures were sccured from the War and
Navy Departments. Subsequent to that date, the
figures were obtained from the War Production Board
and adjusted to exclude strategic highways which are
included in the highway estimates.

4. Public Factory Construction.

Beginning in 1941, monthly estimates of war in-
dustrial facilities were secured from the War Produc-
tion Board. Publicly financed but privately owned

8In deriving these time patterns use has been made of the data collected by the
Public Works Administration, some of which appears in “The Economic Effects of
the Federal Public Works Expenditures, 1933-38,”” November 1940, National Re-
sources Planning Board; studies made by Mr. Ray R. Foster, formerly of the Federal
Reserve Board and other related data.
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facilities were excluded since these are included in the
estimates of private industrial construction.

5. Highway Construction.

The Public Roads Administration prepares annual
estimates of total highway construction based on annual
reports from State Highway Commissions, and surveys
of municipal and county outlays for highways. A
quarterly index of highway construction was used to
distribute the annual totals by quarters and to extra-
polate the 1941 figure.

6. Sewage Disposal and Water Supply.

Estimates for these types of construction are based
on data from Financial Statistics of Cities, last appear-
ing May 1938. The annual figure derived from these
sources was apportioned and extended quarterly by ap
index of Sewage Disposal and Water Supply construc-
tion, obtained by converting contract data for these
types of construction to an activity series.

7. Public Residential Housing.

Data for Public Residential Housing were secured
from the public housing agencies and the War Produc-
tion Board and adjusted to exclude duplication.

8. All Other Federal Construction.

This category includes construction done by the
following agencies: Bureau of Reclamation, Indian
Service, Forest Service, Army KEngineers, National
Park Service, Tennessee Valley Authority, Soil Con-
servation Service, and miscellaneous work of other
agencies not elsewhere included.

Most of the annual estimates and some of the quar-
terly are secured by reports from these agencies. In
some of the cases in which it was not possible to secure
quarterly data, the Bureau of Labor Statistics’ revised
monthly figures on man-hours, pay rolls and material
orders of government agencies engaging in construction
were used to apportion the totals. For some of the
smaller agencies where the Bureau of Labor Statistics
indexes were not found to be appropriate, and it was
not possible to secure quarterly figures from the agency,
indexes of construction activity for agencies engaging
in similar types of work were used.

9. Miscellaneous Public Service Enterprises.

This heading includes expenditures for street rail-
ways, and other transit systems, gas systems, ports,
docks, harbors, ferries, airports, and other municipal
enterprises. The main source for these data is Financial
Statistics of Cities. Various types of indexes similar
to those described above were used to apportion and
extrapolate the annual totals.
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Monthly Business Statistics

The data here are a continuation of the statistics published in the 1940 Supplement to the SurveEYy oF CURRENT BUSINESS.
That volume contains monthly data for the years 1936 to 1939, and monthly averages for earlier years back to 1913 insofar as
available; it also provides a deseription of each series and references to sources of monthly figures prior to 1936. Series addedor
revised since publication of the 1940 Supplement are indicated by an asterisk (*) and a dagger (}), respectively, the accompanying
footnote indicating where historical data and a descriptive note may be found. The term ‘“‘unadjusted” and “adjusted” used to
designate index numbers refer to adjustment of monthly figures for seasonal variations.

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

S-1

Monthly statistics throngh December 1939, to- | 1942 1941 1942
getger with exxf)lailna‘tiory notes ﬁn(} refgrenclfs .
to the sources of the data, may be found in the . Sep- Octo- | Novem-| Decem-| Janu- | Febru-
1940 Supplement to the Survey March | March | April | May | June July | August | yorher | ber ber ber ary ary
BUSINESS INDEXES
INCOME PAYMENTS}
Indexes, adjusted: M
Total income payments.__.____ 1935-39=100__ 157.7 127.2 129.4 133.6 137.0 138.9 1411 143.1 145. 4 146. 5 154.7 | *155.7 | t156.9
Salaries and wages_ ___._.._.._._.__.___ do____ 167.5 134.8 136.6 141. 5 146.0 147.6 149.3 150.1 152.6 153.7 161.5 | r163.2 | r166.0
Total nonagricultural income__.__.__ do.._. 155.2 128.5 130 2 134.1 137.9 139.2 140.7 141.3 143.5 144. 5 150.3 | r152.0 | r153.9
Total .l mil. of dol.___ 8, 654 7,127 7,147 7,092 7,937 7,739 7,518 8, 280 8, 508 8,071 9,397 | r8,424 | r7,087
Salaries and wages:
1 5, 857 4,732 4,842 5, 0567 5,242 5, 168 5, 263 5,431 5, 592 5, 555 5,830 [ r5,665 5,731
2,683 1,983 2,018 2,191 2,307 2, 346 2,420 2,481 2, 539 2, 505 2,550 | r2,533 | r2,609
(%) 1,114 1, 147 1,164 1,200 1,207 1,218 1,223 1,251 1,245 1,400 (@) (2)
Service industries (9) 844 867 882 503 906 909 910 027 924 951 (%) (2)
Government.... () 665 689 705 728 623 636 732 795 802 842 (2) ()
‘Work-relief wage: 74 126 121 115 104 86 80 79 80 79 87 77 72
Direct and other relief. do. 94 98 96 93 93 90 90 89 89 90 92 94 95
Social-security benefits and other labor income
1. of dol. 177 159 154 158 159 157 155 151 152 152 159 174 173
Dividends and interest__.....__........ do. 924 934 817 491 1,114 919 463 918 855 549 1, 583 r 820 r 437
Entrepreneurial income and net rents and
royalties._________ ... ... mil. of dol._ 1,602 1,204 1,238 1,293 1,329 1,405 1,547 1,691 1, 820 1,725 1,733 | r1,671 | rl1,551
Total nonagricultural income_____.___.do_.__ 7,891 6, 632 6, 627 8§, 518 7,334 7,057 6,714 7,328 7,435 7,109 8,456 | r7,580 | 7,259
AGRICULTURAL INCOME
Cash income from farm marketings:
Crops and livestock, combined index:
Unadjusted._...._._..._____.... 1924-29=100_.| »99.5 68.0 74.0 83.5 86.0 99.0 123.0 144.5 161.0 137.5 128.5 110.0 r90.5
Adjusted.. ds 3 88.5 93.0 96. 5 96.0 48.5 102.0 110.0 111.5 112.5 134.0 131.5 | r127.0
Crops 79.5 7.5 82.0 81.0 83.5 95.0 99.0 101. 5 101.5 124. 5 119.0 105.5
lee%tock and products 97.0 107.0 110.0 110.0 112.5 109.0 120.0 121.0 123.0 143.0 143.0 [ r146.5
airy products 97.5 108.5 108.5 107.5 107.5 112.5 122, 5 124.5 131.5 13L.5 124.5 132.0
Meat animals__. 100.0 114.5 118.5 117.5 122.5 114.0 129.0 128.0 122.5 163. 6 154.0 | 7156.0
Poultry and egg 82.0 82.5 83.5 90.0 90.5 87.0 88.5 92.¢ 106.5 132.0 143.5 144.5
INDUSTRIAL PRODUCTIONt
(Federal Reserve)
Unadjusted:
Combined index}__.____________ - » 168 144 144 155 160 159 162 167 r168 167 163 165 r 166
Manufacturesy. _..._.._.. - » 177 149 153 160 165 164 167 172 173 173 r171 172 r 174
Durable manufacturest. - » 225 178 182 192 198 197 199 206 210 209 211 215 r 219
Tronandsteelf ... .. _______._.. - 198 184 181 184 184 185 185 192 191 191 196 191 193
Lumber and products*.__..._____ do.._. »129 123 130 134 140 144 151 148 145 134 128 122 r128
Furniture*. ____._________.____. do____ » 148 133 135 143 150 149 157 156 159 154 155 142 r 146
Lumber*. ... do.._. » 119 118 128 130 135 142 148 144 138 124 113 122 r 118
Machinery*____.__ ... __ do_.__ » 264 185 194 206 214 216 224 227 231 229 241 248 r 255
Nonferrous metals*t......_______.do___.] 7186 179 184 191 187 191 189 192 185 190 192 7192 19
Stone, clay, and glass products*._.do.._. » 138 125 142 164 172 166 172 174 176 167 145 137 131
Cement_____________ . e.__...__ d - 141 117 139 163 174 177 181 184 185 171 153 137 132
Glass containers*_ TG 130 135 159 163 160 172 166 173 170 154 165 164
Polished plate glass____________ do__.. 43 141 142 142 149 96 109 120 117 120 80 68 47
Transportation equipment*}_____ do__._ » 323 214 206 229 244 229 221 245 269 280 5 302 r 308
Afreraft*}.._________..__...__. do_._.| O 768 818 876 930 997 | 1,113 | 1,204 | 1,200| 1,340 m ® )
Automobile bodies, parts and as-
sembly*_ . __._.___.__ 1935-39=100__[--------- 150 136 152 161 135 120 134 146 142 120 r118 2113
Automobiles, factory sales?}...do._. 160 139 164 164 134 47 74 110 123 85 75 46
Locomotives*_ do. 216 237 256 280 307 306 319 335 338 [O) (1) O]
Railroad cars*. do. 178 196 218 233 233 236 249 278 264 O] (O] m
Shipbuilding (private yards)*._do. 335 353 381 428 467 485 560 634 645 ) ) O]
Nondurable manufactures._ 126 130 135 138 138 142 145 143 r144 137 137 138
Alcoholic beverages*. - _ 100 r110 120 7130 131 122 137 137 118 106 112 117
Chemicals*_ _________ 129 136 135 138 139 142 148 153 151 153 153 7158
Leather and products +123 r119 7122 120 r126 r130 r129 127 123 r116 124 T 131
Shoes*. ... e do 130 r125 r 126 r122 130 137 r132 125 r116 r110 119 126
Manufactured food products*t_,,do_ 107 112 119 128 137 152 » 159 »143 2139 130 » 124 7123
Dairy produets*t- ... d 105 134 175 188 181 167 » 142 »115 » 99 »98 » 99 » 110
Meat packing.... 122 119 132 121 119 116 119 134 152 165 173 135
Paper and products - 136 137 141 143 139 146 149 151 152 146 150 152
Paper and pulp*_ .. _._________ 137 140 145 147 r143 150 151 155 159 153 158 159
Petroleum and coal products"_‘._do_ 119 120 126 128 129 131 134 135 136 r138 132 129
Coke* . do__. 154 133 148 154 154 154 152 153 153 r160 161 161
Petroleum refining_..___._____. 114 119 122 124 125 128 131 132 134 134 128 124
Printing and publishing*______.. 121 124 126 127 116 121 125 131 138 131 125 r 126
Rubber produets*________________ 155 157 162 192 153 130 131 134 (O] (O] O] O]
Textiles and produets.. 147 150 157 155 155 154 151 150 156 154 158 r 157
Cotton consumption* 156 160 164 160 162 160 156 161 167 155 169 174
Rayon deliveries*}. .. 150 158 169 173 173 170 168 172 179 178 180 174
Silk deliveries*. _..____._____._. 74 73 66 66 69 50 32 10 15 O] (0] O]
Wool textile production* 152 152 165 163 157 166 169 164 166 r178 161 155
Tobacco products.. 110 113 121 128 123 122 132 133 134 110 126 121

rRevised. » Preliminary.

tRevised series.
“7 on

*New series,

~2.
See note marked with a “{”” on p. S-2.

o' Formerly designated as ‘““automobiles.”
o Publication of data discontinued to avoid disclosure of military payrolls.
Earlier data on income payments revised beginning 1929 will appear in a subsequent issue.

1Included in total and group indexes but not available for publication separately.

tRevisions appear in the September 1941 Survey, see note marked with a “1’’ on p .S-2.

For indu