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BUSINESS activity on the whole
continues to move upward after allow-
ing for seasonal influences. dJanuary
frequently does not provide a clear
guide for gaging the extent of cyclical
change because of the variability of the
weather influence on some important
segments. It appears that this year
again severe weather has retarded
activity in some arcas of the country.
Clomparisons with a year ago reflect

BUSINESS ENTERS 1962 WITH RISING
BACKLOGS
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the fact that in early 1961 business was
still in a cyclical decline, which makes
the current period appear unusually
favorable on this basis.

The broad indicators of current
change now available present a some-
what mixed picture. Retail sales did
not quite maintain the high seasonally
corrected rate of November—December,
when consumers spent at a record rate.
Department store sales fell much more
than usual in January. Consumer pur-
chases of new autoinobiles, despite some
strong spots, did not in total match the
fourth quarter average. But for the
model run to date—October 1961
through January 1962—auto sales have
been at an annual rate in excess of 6
million units.

Steel output registered a further sub-
stantial increase. Motor vehicle pro-
duction, though lower than the rate
earlier in the model year, continued to
reflect in part the need for a larger vol-
ume of dealer stocks.

The seasonally adjusted rate of un-
employment declined to somewhat less
than 6 percent of the civilian labor force
in January, continuing the drop of late
1961. The current rate is about 1 full
percentage point below the figure that
prevailed throughout most of last year.

Personal income flow

Personal income in January was at a
scasonally adjusted annual rate of
$430 billion, a bit below the December
ficure and $1.5 billion above the fourth
quarter monthly average. There was a
slight decline in labor income as hours
and employment were down from the
previous month; in addition, the De-
cember total had been temporarily
bolstered by a special veterans’ life
insurance dividend payment and an

unusually large yearend corporate divi-
dend payment. The January total
was $27 billion above a year ago.
Employment in nonagricultural es-
tablishments declined by somewhat
more than the usual seasonal amount
from December to January although
there were diverse movements by indus-
try. Seasonally adjusted decreases in
manufacturing and construction more
than offset increases registered in gov-
ernment and trade; in the other main
groups changes were quite small. With-
in manufacturing, increases in primary
metals and electrical machinery were
more than offset by lower totals in
transportation equipment, nonelectrical
machinery and fabricated metals. Non-
durable employment showed cithier no
change or slight deelines by industry.
Seasonally adjusted hours of work
also fell in January and averaged just
40 hours per week. Declines over the
month oceurred in both durables and
nondurables, and were pronounced in
transportation equipment,

Rise in steel

Steel users are stepping up their steel
purchases to support a higher level of
fabricating activity, and also as a hedge
against an interruption in the flow of
supplies resulting {rom a possible strike
this summer. An outstanding develop-
ment in this respect has been the very
sharp advance in new orders received
by steel manufacturers and the result-
ant rise in production. Although new
orders had been showing a fairly steady
increase through the year, the Decein-
ber seasonally adjusted total was up
substantially and was the highest since
early 1959, when steel consumers were
also taking steps to accumulate steel
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stocks in anticipation of a tie-up that
vear,

Steel output has increased in every
week sinee the end of November, aside
from the normal Christmas let-down.
For the week ended February 3, more
GNP RECOVERS SHARPLY IN 1961

Final Purchases Major Factor
Inventory Shift important in First Half
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than 2.4 million tons of steel ingots and
castings were poured, an annual rate of
about 125 million tons and the highest
since April 1960. January production
totaled close to 10.4 million tons, an
increase of 8 percent over December
and well above the usual seasonal rise.

Steel consumption has been gaining
steadily as metal fabricating activity
has Increased through the vear. But
because inventories in steel-using in-
dustries are low relative to the volume
of production, it is understandable that
the uncertainty about the outcome of
the labor negotiations has led to an in-
crease in the placement of new orders
for steel and a consequent acceleration
in steel production.
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Construction activity is high

Total construction demand has con-
tinued at a high rate this winter, apart
from the usual seasonal influences. It
is running about 5 percent higher than
a vear ago and at about the same pace
as in the fourth quarter of 1961.

Residential construection activity in
January was estimated to be higher
than in the fourth quarter, and about
10 percent above a vear ago. Scason-
allv adjusted housing starts in the last
2 months of 1961 were lower than the
1961 high point in October, and this
drop is not wvet fully reflected on the
current expenditure figures. It should
be kept in mind, however, that the
starts series is au erratic one and under-
lving economie conditions remain favor-
able lor housing coustruction in the near
terni.  Income has been rising and long-
term loans remain in good supply on
terms more favorable than a year earlier,
Seasonally  adjusted applications  for
new dwelling units to be started with
FHA-V.A guaranteed financing have
been moving up, after a limited pickup
during the first half ol last year.
Moreover, mortgage cominitiments of
savings and loan associations have been
at a high rate in the very recent period.

Nonresidential activity picks up
Private construction other than resi-
dential has looked a little firmer re-
cently, after drifting downward since
mid-1961. After seasonal adjustment,
commercial construction was at a record
rate, continuing the strong upward
movement that has characterized this
type of construction in the past several
years. There was some indication that
last year’s decline in industrial con-
struction might be coming to a halt, as
a result of the improvement in indus-
trial activity, since this type of building
registered a sharp seasonally adjusted
cain in January. Public utility con-
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struction has been showing little change
but other private nonfarm building.
largely institutional, continues to move
steadily upward.

A review of recent business in the
machinery and equipment industries
confirms the current improvement in
INVESTMENT SPENDING IN CURRENT

RECOVERY
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capital formation, earlier forecast by
the regular quarterly anticipations sur-
vev. More definite information will be
available on the prospects for plant and
equipment expenditures in the March
issue of the Survey, which will have the
results of the regular OBE-SEC' annual
forward look at plant and equipment
investment.



RECOVERY AND EXPANSION OF THE ECONOMY IN 1961

THE Nation's economy in 1961 fea-
tured a sharp second quarter recovery
from the first quarter low point of the
1960-61 recession, followed by two
quarters of further rapid economic ex-
pansion. By the closing quarter of the
vear, the Nation’s gross product had
reached an annual rate of $542 billion,
a gain of 7 percent over the peak 1960
quarter. Most of the gain was in real
output, about 5 percent, as there was
but a small rise in prices over the period.
The year opened with several areas
of the private economy showing signs
of further weakness. The earlier down-
ward drift in both residential construe-
tion and business fixed investment was
temporarily intensified in the first
quarter. The market for new cars was
very weak and, with inventories high,
producers reduced output even more
than sales dropped. In consequence
there was a sharp increase in the rate
of overall inventory liquidation, despite
the fact that the liquidation of factory
stocks in the durable goods industries
generally was slowing down.
Cousumer buying for other types of
goods was maintained and expenditures
for services continued to rise; govern-
wment purchases of goods and services
expanded sharply following a small
decline in the closing quarter of 1960,
and exports continued to exceed im-
ports by a substantial margin.
Unemployment benefits and other au-
tomatic stabilizing devices operated to
maintain consumer incomes, as they had
in the late months of 1960. The Federal
Government moreover took steps to
augment the income flow through
emergency measures and the speed-up
of regular programs, particularly in the
tields of unemployment and farm bene-

fits, and the veterans life insurance
program. In consequence, despite the

pronounced weakness in investment,
the decline in GNP was held to $4
billion for the quarter and the cumu-
lative loss from the peak (April-June)
1960 quarter amounted to only $6
billion.

In the second quarter, automobile
sales and production picked up sharply
and the auto industry was mainly
responsible for the shift to inventory
accumulation which on balance con-
tributed nearly $7 billion to the in-
crease in total output. Residential

PATTERN OF CONSUMER INCOME
AND SPENDING

In the Current Recovery

® Total Spending About in Line With Income
But Borrowing Lags

® Nondurables and Services Support Upturn

® Autos Recover Sharply but Irregularly So Far
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L. Analysis of
National Income
and Product

construction added another billion. its
first rise since early 1959. Consumer
buying continued to rise and there was
another sharp increase in government
purchases, with increased defense ex-
penditures providing the major impetus
in this as in the preceding quarter.
Business investment, which normally
continues to decline a quarter or two
after the turn in general business ac-
tivity, leveled off in this initial recovery
quarter. Net exports declined sharply.
Overall, the GNP showed a $15 bhillion
increase for the quarter.

For the remainder of the year, all
major components of the GNP con-
tributed to a broad expansion in activ-
ity, with the exception of net exports,
where a sharp fourth-quarter rise barely
offset an earlier decline. The third
quarter advance in GNP was held to
$10 billion, partly owing to delays in
getting new car models into production
and partly because of some hesitation
in getting the expanded defense pro-
gram under way, but the fourth quar-
ter advance of $16 billion, at an annual
rate, slightly bettered that of the second.

The economy at yearend

Overall, the performance of the na-
tion’s economy after the first quarter
of 1961 was impressive. The 7§ percent
increase in real GNP achieved in the
last three quarters of the year was
greater than that for any period of
similar length in the post-war years.
In several important areas, notably
the investment field, early weakness
had given way to improvement by the
close of the year. Residential construc-
tion had recovered smartly and was
approaching earlier peak levels. Busi-
uess expenditures for plant and equip-
ment, which were low in late 1960 and
early 1961, were expanding moderately

53
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at the year-end. Moreover, the expan-
sion of economic activity during the
latter half of the year had not been
excessively dependent on the unstable
element of a high rate of inventory
accumulation,

On the other hand, despite this rapid
expansion, there had been little appar-
ent improvement in the unemployment
problem, at least until November. The
early recovery in output was accom-
plished, for the most part, through
longer hours of work and higher output
per man-hour which tends to increase
rapidly in the earlier phases of recovery
and expansion.

On the whole, the prospect at year-
end appeared to favor further expansion
in 1962. Both business and consumers
were in a very liquid position; over the
short-term, at any rate, there would be

SURVEY OF CURRENT BUSINESS

no difficulty in financing any foreseeable
degree of expansion. The latest OBE-
SEC survey of business plans for new
capital investment indicates a continu-
ation of the rise into the first quarter
of 1962. Despite the more than sea-
sonal drop in housing starts after Octo-
ber, this seties is extremely variable on
2 month-to-month basis, and the out-
look for residential construction appears
favorable.

Recent increases in consumer income
should be translated into higher con-
sumption expenditures, and continued
increases in government expenditures
will provide further support to the
private economy. On the other hand,
the possibility of a steel strike poses a
threat to stability which is difficult to
evaluate at this time.

The Year Viewed Through the National Accounts

THE gross national product for the
year 1961 amounted to $521 billion-——a
gain ol 3 percent over the 1960 total of
$504% billion. This compares with
inereases of 4 percent for 1960 and 8
percent for 1959, which was a vear of
continued expansion lollowing recovery
from the relatively severe recession of
1957-58. In contrast, the 1961 recovery
began from a first quarter somewhat
below the average of the preceding year.
With prices relatively stable and aver-
aging but 1 percent higher than a year
earlier, the increase in the physical
volume of output was about 2 percent.

The 1960-61 gain in output reflected
primarily an increase in services which
accounted for $14 billion of the $17
billion increase in GNP. Construction
accounted for the other $2 billion. The
output of goods was virtually unchanged
from a year ago. (See table 2.) This
divergent behavior of goods and serv-
ices reflects, in turn, the ecyclical
sensitivity of the former, and a strongly
rising trend in the latter f{rom the
abnormally low levels of the early
postwar years.

Shifts in demand

The variant effect of cyclical and
secular factors was also evident in the
1960-61 movements in the major com-

ponents of GNP. Consumer purchases
were $10 billion, or 3 percent, higher
than in 1960, with services—up 4Y%
percent—accounting for most of the
increase. A small gain in solt-goods
purchases was almost entirely offset
by lower expenditures for durable goods,
mainly autos. In real terms, or con-
stant-prices, consumption shightly ex-
cecded the 1960 figure and was 5
percent higher than in 1959.
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Government purchases of goods and
services continued on the rising trend
generally evident since early 1960 with
the $8% billion increase for 1961 about
equally divided between the Federal
and State-local governments. About
three-fifths of the rise resulted from
higher expenditures for services
mainly employee compensation.

Private investment has been rela-
tively weak in recent years, and in 1961
was off $3 billion, or 4 percent, from the
1960 total. Reduced inventory buying
accounted for most of this yearly de-
cline, net accumulation during the vear
amounting to $2 billion, about half the
1960 stock buildup. Business fixed
investment was off about $1 billion
for the wvear, reflecting lower pur-
chases of durable equipment. There
was a small increase in non-residential
construction, mainly in the commercial
and ‘“‘other” categories not directly
associated with the cvelically sensitive
manufacturing industries.

In real terms business fixed invest-
ment was 9 pereent below the 1956-57
Ievel, the high for the postwar period.
Despite a strong showing in the later
quarters of 1961 residential construc-
tion expertenced little net increase over
1960, and was still $1 billion below 1959
activity in this field.

National income rises with output

The 1961 rise in production was re-
flected in a comparable (3 percent) rise

Table 1.—Key Income and Product Data, 1959-1961

(Billions of dollarsy

1961—Scasonally adjusted at annual rates
1959 1960 1661
1 1I IIY v
|
Gross national product__ ... _______.______ . ___ 482.8 | 504, 4 | 521.3 500, 8 516.1 525.8 ! 542,2
Personal consumption expenditures. ___ 314.0 328.9 339.0 330.7 336. 1 341.0 . 348. 4
Autosand parts____________________ - 18.1 18.6 16.8 14.8 16.7 16.4 , 19.5
Allother ... 295. 9 310.3 322.2 315.9 319. 4 324.6 | 3297
(ross private domestic investiment. 72.4 72.4 69.6 59. 8 68.8 73.2 76. ¢
Residential construction. ._________ 22.3 21.1 21.2 19.3 20. 6 22,1 23.0
Business fixed investment__________ 43.8 47.1 46.2 44.6 45.4 46.6 | 48.5
Change in business inventories. 6.3 4.2 2.2 —4.0 2.8 4.5 L)
Net exports ol goods and serviees._______._.__ -.7 3.0 4.0 5.3 3.9 2.6 | 4.1
H
Government purchases_.....___._______.____. 97.1 100. 1 8.7 105.0 107.3 109.0 l 113 2
Federalonly. o o . ... 53.5 52.9 57.3 54.7 56.6 57.4 | 60 (
Gross national product in constant (1961) dollars._ 197.5 511.3 521, 3 503.1 517.2 525.2 ‘L 539, 7
National income______________ . . _ . ... 399, 6 417, 1 430,2 412, 2 426,0 434,31 na
Compensation of employees. ... ... 278.4 203.7 302.9 292.6 300.2 306.2 ! 312 7
Corporate profits . 46. 4 451 46.2 40.0 45.5 47.0 .
Allother. oo 74.8 78.3 81.1 79.6 80.3 81.1 &3¢
Disposable personal income__._.____.________.___ 337.3 351.8 364, 9 354.3 361, 8 367, 7 375. 6
Disposable income in constant (1961) dollars...__. 346, 4 355.9 364.9 355.5 362,6 ‘ 3674 ! 374.0
|
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in national income to a new high of
$430 billion. Wages and salaries were
also 3 percent higher than in 1960, and
with employment off slightly from a
vear earlier, the entire increase reflected
higher average annual earnings of em-
plovees which rose from $4,700 to
$4.850. With hours of work unchanged,
the 2 percent increase in real GNP
implies a somewhat larger increase in
output per man-hour, which would not
differ greatly from the average rate of
inerease for the postwar period.

On the basis of the fragmentary data
available for the fourth quarter, it
appears that 1961 corporate profits
exceeded 1960’s $45 billion, though they
may not top the $463 billion carnings
ficure for 1959. Net interest increased
$1% billion for the year, reflecting mainly

the rise in debt volume, as most
interest rates were little changed.

Higher incomes of farm operators added
another billion to the flow of income.
Other forms of income showed little
change over a vear ago.

The trend in net exports was down-
ward through the third quarter, from
the very high levels of late 1960 and
early 1961. With a sharp recovery in
the fourth quarter, however, net exports
for the vear exceeded those of 1960 by
%1 billion, and were the highest since the
early postwar period except for 1957
when exports were abnormally stimu-
luted by the closing of the Suez Canal.
The increase in net exports
reflocted a moderate rise in exports, and
a minor decline in imports.

EXPANSION IN PERSONAL
CONSUMPTION

vear’s

Personal income advanced by $14%
biilion, or about 3% percent, to a new
high of $417 billion for 1961. This rise
included about $3% billion in transfer
pavinents. Income after taxes in-
creased $13 billion, also about 3% per-
cent, to a total of $365 billion—a billion
dollars a day.

Personal consumption expenditures
rose only about 3 percent indicating
sonie inerease in the saving rate. About
half of the 1960-61 rise in consumption
was in real terms.

The poor showing in consumption
through most of the year reflected prin-
cipally lower purchasesof durable goods.

SURVEY OF CURRENT BUSINESS

NATIONAL INCOME ORIGINATING
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In real terms, the 1960-61 increase in
soft goods and scrvices about matched
the prior year’s increase and was little
short of that for 1958-59. There was
little significant variation among the
major categories of soft goods, the gains
ranging from 1 to 3 percent. Services
continued their rapid growth; in real
terms the 1960-61 increase about
matched those of recent vears.

Durable goods purchases

The 1961 decline of nearly $2 billion
in auto purchases in the face of higher
incomes and spending, is not unusual
for the post-war period. In 1956, for
example, there was a $2% billion decline
in ecar buying, despite an $18 billion
increase in disposable income.

Characteristically, changes in auto
purchases accounted for much of the
quarterly movements in consumer buy-
ing during the year (see chart on page
3) and indeed had a decisive influence
on total output, particularly in the first

-~

)

half of the yvear. The vear opened with
car purchases off $3.6 billion from the
$18.6 billion rate recorded for the clos-
ing quarter of 1960. This 20 percent
drop was the most severe quarter-to-
quarter drop in the postwar period. In
the seccond quarter purchases recovered
about half the ground lost in the first,
and after a minor decline in the change-
over quarter, spending on autos again
rose sharply to over $19 billion, about
equal, after seasonal adjustment, to the
peak buying rates of 1959-60.

Consumer purchases of furniture and
household appliances, which had been
declining with new home occupancy
since late 1959, hit a low rate of $17.8
billion in the first quarter. Thereafter,
household equipment expenditures ad-
vanced steadily reaching in the final
quarter a figure somewhat in excess of
$19 billion, about equal to the 1959 peak
rate. For the vear as a whole, equip-
ment expenditures fell a little short of
those of 1960.

INVESTMENT TENDENCIES

The investment story for the year
was one of a sharp decline in the first
quarter, followed by a moderate re-
covery. The quick turnaround in
inventory policy was a dominant factor
in the first half, with fixed capital out-
lays providing most of the momentum
after mid-vear.

TFor the year as a whole, aggregate
investment, at $69% billion, was off
$3 billion from the $72% billion invested
in both 1959 and 1960. About $2
billion of the 1960-61 decline resulted
from reduced inventory accumulation.
Fixed capital expenditures in 1961 were
$1 billion lower than in 1960 but some-
what higher than in 1959.

Early recovery in investment

The cyclically sensitive area of invest-
ment bore the brunt of the short 1960—
61 production decline. Investment had
fallen appreciably during 1960, as
heavy accumulation of inventories gave
way to liquidation by yearend and
other forms of investment were declin-
ing steadily, at least after midyear.
(See chart on page 2.) The inventory
sell-off accelerated in the opening 1961
quarter, plant and equipment outlays
weakened further, and residential con-
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struction aetivity continued to fall.
The first quarter decline in gross
private domestic investment amounted
to about $6 billion and exceeded the
drop in total GNP for the period.

In the following recovery quarter,
private investment advanced by $9
billion with a shift to inventory ac-
cumulation responsible for about $7
billion of this advance, and a slight
pick-up in residential construction ac-
tivity after a two-year decline, ac-
counting for most of the remainder.
Plant and equipment outlays firmed in
this period.

Advances in aggregate investment in
the second half of the year were more
moderate largely because the inventory
build-up continued at a rate ouly
slightly above that of the initial
recovery period.

Plant and equipment recovery

In recent years business plant and
cquipment outlays have been com-
paratively low. Following an incom-
plete recovery from the 1958 recession,
outlays turned downward again in
mid-1960. The decline centered in
outlays for new equipment, as plant
construction, which is less susceptible
to quick changes in investment policy,
remained firm,

There were moderate increases in
expenditures for the remainder of the
vear. The fairly prompt reversal in
business fixed investment was note-
worthy since these expenditures nor-
mally lag in the initial stages of business
recovery, For the year as a whole,
plant and equipment outlays were $1
billion less than in 1960. By the year-
end, however, outlays were running
close to those of the peak (April-June)
1960 quarter.

Data from the OBE-SEC Survey of
Plant and Equipment Expenditures
show that the durable goods manufac-
turing sector was largely responsible for
the 1960-61 decline in business fixed
investment. For the year as a whole,
capital expenditures by durable goods
producers were off by about $1 billion,
although a more than year-long decline
was ended in the final quarter of last
vear. Nondurable goods producers
spent slightly greater amounts for fixed
facilities in 1961, as after some decline
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in the first quarter of last vear their
outlays trended up moderately for the
balance of the vear.

Capital expenditures for the railroads
were off significantly for the vear and
there was some decline in investment
in other transportation industries as
the airlines slowed their build-up of jet
fleets. Public utilities’ expenditures
continued generally strong, but the
recovery from a minor drop in the first
quarter of 1961 was not quite enough
to bring the total for the year above
that of 1960. Commercial outlays were
about the same as in 1960.

Residential construction reverses
trend

For the year as a whole, work put in
place on residences slightly exceeded
$21 billion, showing little net change
over the 1960 figure. It was still $2
billion below the postwar peak set in
1959.

The vear brought a reversal in the
downward trend in home building which
dated from the second quarter of 1959,
and by thie opening quarter of 1961 had
resulted in an 18 percent reduction.

FEDERAL FISCAL POSITION

National Income Basis

® Swing From Deficit to Surplus in First Half
Of Calendar 1962
® Continving Surplus During 1962-63

Billion $
120 ”

110 b

100 |-

Expenditures

o0l NN i
sol- /iX .

70

60 n:fx_ullllln1[111|uu[x“[ul[nlufnl
1956 58 60 62 64

Quarterly, Seasonally Adjusted, at Annual Rate

Note.— Actual data through fourth quarter, 1961. Estimates,
for second half of fiscal 1962 and fiscal 1963 from
‘The Budget of the United States for Fiscal Year
Ending June 30, 1963

U.$, Department of Commerce, Office of Business Economics 62-2-5

February 1962

The first quarter drop was unusually
severe, accounting for over one-fourth
of the total 1959-61 decline.

The financial situation early in 1961
was highly favorable to an expansion in
mortgage credit as the recession had
reduced the demand for business loans,
and the supply of funds available to
financial intermediaries rose, owing to
an easing of the Government’s monetary
and credit policy and the continued
flow of personal saving. This financial
ease, together with a number of other
measures which the Federal Govern-
ment undertook early in the year to
stimulate the housing market were im-
portant factors in the turn-around of
housing activity in the second quarter.

Residential construction advanced by
almost $1% billion at an annual rate, in
the second quarter, of $1} billion in tle
third, and $1 billion in the fourth
quarter. This recovery raised output
to an annual rate of $23 billion (after
seasonal adjustment) which was little
short of the peak reached in the second
quarter of 1959.

Housing starts during the final guar-
ter averaged 1,360,000 unitsonan annual
basis, about the same as in the preced-
ing quarter, although on a monthly
basis December starts were reduced
from an unusually high October figure.
FHA figures on applications for mort-
gage insurance for 1-4 family homes,
which lead construction activity, were
particularly encouraging having reached
a level of 300,000 units (scasonally
adjusted) in the fourth quarter, for
the first time in two vears.

Inventory accumulation moderate

Last year’s rise in business inveu-
tories—$2 billion—was half that for
1960 ($4 billion), but, as indicated
earlier, the vear-to-year change reflected
widely different movements within the
vears.

Where 1960 had opened with heavy
accumulation, following settlement of
the 1959 steel strike, the first quarter
of 1961 was characterized by a liquida-
tion which represented a continuation
of late 1960 developments. Reductions
were largely confined to the cyelically-
sensitive durable goods producing and
distributing industries, and the largest
drop occurred in finished stocks of autos
held by retail dealers, as auto manu-
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facturers cut back production more
sharply than auto sales had fallen off.
In the nondurable goods manufacturing
industries, inventories continued to
expand, and solt-goods inventories in
trade remained virtually unchanged.
As auto sales improved in the spring
months, producers increased output
sharply.  There was some rebuilding
of stocks at plants and distribution
outlets, and the shift from heavy hqui-
dation to moderate accumulation con-
tributed more than %4 billion to the
second quarter rise in GNP, A similar,
though smaller, shift from liguidation
to accumulation 1n  non-automotive
trade channels also contributed appre-
ciably to the second quarter recovery.
Inventory demand continued as a
positive {actor during the second half
of the vear as business continued to
build up stocks at a pace somewhat
above the $3 billion rate of the initial
recovery quarter.  Their contribution

to increased output in  this period
diminished after the imtial spurt.

Stocks  of durable goods producers,
other than autos, ended their sharp
declines by the end of the summer and
started up again, accounting for most
of the ensuing inventory advance.

The inventory buildup by the close
of the third quarter erased the brief
liquidation that had occurred earlier,
and stocks moved above their 1960
vear-end level. However, as final pur-
Table 2.—Federal Receipts and Expendi-

tures in the National Income Accounts,
1961-1963

i Fiseal vears, billions of doliars)

i
1961 1962 | 1963
actual | esti- | esti-
omate mate
Receipts:
Personal tax  and nontax
receipts oL ... .. 42.9 46. 7 5.7
Corporate profits tux aceruals.|  20.1 24,6 2.5
Indirect business tax and
nontax aceruals.._..___.____ 13.6 4.5 15.3
Contributions for social in-
suranee . 18.1 14. 8 21.8
Total 94.8 105. 6 116.3
Expenditures:
Purchases  of goods and
SCTVICeS_ Lo .o 54.6 60. 2 64.2
National Defense. , 46.8 516 54.7
Othero ... - 83 9.2 10.1
Less Sales. .- .6 6 6
Transfer payments 25.7 27.8 29.4
Grants-in-aid to State an
local governments__._____._ 6. 4 0 i.v
Netinterest paid .. _______ 6.9 6.6 6.9
Subsidies less current surplus
of government enterprises. . 3.3 4.5 3.7
Toial _________.._._.. 97.0 | 106.1 i 1119
Surplus (+) or deficit (—)__._._._ —-22 —05 ; +4.4

Sources: “The Budget of the United States for the Fiseal
Year Ending June 30, 1963”; Office of Business Economies,
Department of Commeree,
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chases (GNP less inventorv changes)
had held up well in the brief recession,
and expanded further with the recovery,
inventory-sales ratios in most industries
at the eclose of the year were still some-
what low.

ROLE OF GOVERNMENT
PROGRAMS

The Federal Government played a
major role in the economie recovery of
last vear. A swing in the Federal
fiseal position, on a national income and
product basis, from a $3% billion sur-
plus in 1960 to a $4 billion deficit in
1961, was aun important factor in sup-
porting production and income during
the recession and in the subsequent
resumption of their upward trend. As
the recovery progressed, the deficit
narrowed from a recession high of
$5% billion in the first quarter of 1961
to an cstimated $2 billion in the clos-
ing quarter.

Total Federal receipts were almost
$2 billien higher than in 1960, while
Federal expenditures exceeded the 1960
total by slightly over 9 billion. The
recovery of corporate profits and higher
personal incomes accounted for about
half the rise in receipts. Corporate
profit tax aceruals and personal income
taxes each rose by around $% billion.
Increases in social contri-
butions, veflecting growing ecarnings
and the effect of the previous vear's
tax rate increase for old age. survivors
and disability insurance for the self-
emploved, made up the remaining half
of the gain in Federal receipts.

Major factors in the rise in Federal
expenditures, from $93 billion in 1960
to $101% billion in 1961, were increases
in purchases of goods and services.
which were up by %$4% billion. and in

msurance

transfer pavments, which were $3%
billion higher than in 1960. Smaller

increases were recorded in other areas
of government spending with the ex-
ception of interest payvments which
dechined $% billion.

The rise in Federal purchases reflected
primarily stepped-up defense expendi-
tures. Outlays for national security
exceeded the 1960 total by over $3%
billion as military assistance to [oreign
nations was the onlv defense category
to register a decline. Defense De-

-

partment procurement of military hard
goods was up by about $2 billion and
increases i military pavrolls. particu-
larly after the October call-ups. ac-
counted for $% billion of the
Expenditures for space exploration ac-
tivities, totaling almost $1 billion for
the wear, continued to risec rapidly,
while atomic energy, stockpiling and
defense production expansion prograin
costs remained virtually unchanged.
Higher outlays for the moderniza-
tion of the Federal airwayvs svstem and
the development and conservation of
land and water resources accounted
primarily for the $% billion increase 1n
non-defense purchases.  Although 1961
was a [avorable vear for crop vields,
there was little change in the volume

rise.

FEDERAL GOVERNMENT EXPENDITURES

Purchases of Goods and Services Increased
Faster Than Other Qutlays During 1961
Defense Spending Rose 13 Percent

During the Year
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of loans and inventories held by the
Commodity Credit Corporation. This
was the result of a shilt in the CCC’s
activities away [rom direct price sup-
port operations to programs designed
to reduce output through the with-
drawal of land from produection.
Federal government outlays, aside
from expenditures for purchases of
goods and services, rose by $4% billion,
with about $1 billion of this increase
going for subsidies under the new
CCC programs. Payments under the
old age, survivors and disability insur-
ance program rose by $1% billion as
Congressional action extended coverage
and liberalized benefits. Unemploy-
ment benefits, under the impact of the
recession, rose by over $1 billion, with
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about $% billion accounted for by pay-
ments under the temporary extended
unemployinent compensation program.

State and local governments received
$% billion more in Federal aid than
during the preceding vear. Slightly
under half of this inerease was for con-
struction, and slightly over half for
the Federal-State publie assistance pro-
grams including the new temporary aid
program for dependent children of
unemployed parents.
Non-Federal government purchases

in steady rise

Expenditures of State and local gov-
ernments rose by about $4% billion.
Much of this rise, $2% billion, resulted
from higher outlays for employee com-
pensation. Increases of close to $1

Table 3.=-Relation of Federal Government Receipts and Expenditures in the National
Income Accounts to the Budget

{Fiscal years, billions of dollars)

1961 1962 ‘ 1963
actual estimate " estimate
i
RECEIPTS
Budget receiPls. . . e 7,7 82,1 93, i
Less: Intragovermmental transactions. . . i el 4.2 1.0 3.1
Receipts from exercise of monet: A 1 ()

Plus: Trust fund receipts . - e 23.8 24.5 2.5
Equais: Federal receipts from the public (consolidated cash receipts)___.____......__. 97.2 102.6 116.6
Adjustments for ageney coverage:

Less: Distriet of Columbla reveniles . oo e oo eccmecenaaan .3 -1 .4
Adjustments for netting and consolidation:

Plus: Contributions to Federal employees' retirement funds, ete. oo ..o 1.7 1.7 1.7

Less: Interest, dividends, and other ewrmings. . ... ... 1.1 1.9 1.1
Addjustments for timing:

Plus: Exeess of corporate tax aceruals over collections; personal taxes, social insuv-

wnee contributions, e1C .o oo o il —1.3 3.5 8
Adjustments for capital transactions: !

Less: Realization upon loans and investments, sale of government property, ete. 1.5 o 1.3
Equals: Receipts—national income aecounts. __. ... . .o__.o... 44,8 105.8 116.3
EXPENDITURES
Budget expenditires e $1.3 89.1 92,5

Lass: Intragovernmental transactions .. __.._..__.... 1.2 +.0

Acecrued interest and other non-cash expenditures (net) .8 i
Plus: Trust fund expenditures. ... ... . ... .... 232 25.6
Ctoverninent-sponsored enterprise expenditures (met). . _._ . . .. .. .. _._ -2 .3
Equals: Federal payments to the public (consolidated cash expenditures). ... __.__._. 99,5 .1 114.8
Adjustments for agency coverage:

Less: District of Columbia expenditires. oo ce e 3 4 4
Asljustments for netting and consolidation:

Plus: Contributions to Federal employees’ retirement funds, ete ... 1.7 1.7 1.7

Less: Interest received and proceeds of government sales... ... ... ... .8 1.0 1.0
A-djustments for timing:

Plus: Exeess of interest accruals over payments on savings bhonds and Treasury 6

R .2 ) .
Excess of deliveries over expenditures and miscellaneous items . .5 B! .8

Less: Commodity Credit Corporation foreign currency exchanges_.. ._.__.......__ 1.0 1.1 1.0
Adjustments for capital transactions: ! . ,

Less: Loans—FNMA secondary market mortgage purchases, redemption of INMF

notes, et . oooaeaa oo L3 3.7 23

Trust and deposit fund items. .. - -4 1.0 1.0

Purchase of land and existing assets. .1 .1 .1

L R I 2 [N R

Equals: Expenditures—national income accounts__ .. ... . .o._......_..__ 97,0 106. 1 1119
i

4. Less than $50 million.

1. Consist of transactions in financial assets and liabilities, land and secondhand assets.

Acquisition of newly produced

tangible assets are included in expenditures for goods and services as defined in the national income and product accounts.
2, Includes net change in Commodity Credit Corporation guaranteed non-recourse loans and increase in clearing account.
3. Commodity Credit Corporation inventory valuation adjustment.

Sources:
U2, Department of Commerce.

“The Budget of the United States for the Fiseal Year Ending June 30, 1953, and Office of Business Ecotiomices,

February 1962

billion each for construction, and supply

and equipment expenditures and a
smaller rise in transfer pavments—

mainly for public assistance——accounted
for the remainder.

Although State and local receipts
continued to rise, largely because of
higher indirect business tax accruals.
their growth did not mateh that of
expenditures, resulting in a deficit of
about $2% billion for the year. In 1960
State and local government expendi-
tures had exceeded receipts by just
under $1% billion.

Purchases of goods and services of
all government units, Federal, State
and local combined, rose from $100
billion in 1960 to $108% billion in 1961.
With GNP rising by $17 billion over
the same period, government demand
accounted for one-half of the vear-to-
vear increase in overall demand for the
Nation’s output of goods and services.

1963 Federal Budget Provides

for Larger Purchasing

As in the past vear, the major up-
ward impetus in Federal expenditures
in the near-term is to come from higher
defense requirements as indicated in
the Budget for Fiscal 1963 presented to
(Clongress last month. A translation of
the Budget into national income and
product account terms is summarized
in table 3

The pl‘Oj(’Lte(l increases in Federal
expenditures would imply a rise for cal-
endar vear 1962 of roughly $7% billion
over the 1961 level.

Higher outlays for purchases of goods
and services would account for about
three quarters of thisrise. In addition.
transfer payments would increase sub-
stantially under the impact of last vear's
liberalization of benefits paid under the
old age, survivors and disabilitv insur-
ance program and the normal growth in
such payments.

Federal aid to State and local gov-
ernments would also rise, partly because
of higher highway construction anc
public assistance outlays under existing
legislation, and partly because of pro-
posed aid to education legislation
Interest charges are projected to be
somewhat higher with last yvear’s growtl
in the national debt and the recent trenc
toward higher rates. The new legis
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fative proposals if enacted would reduce
farm price support costs substantially,
and enactment into law of the proposed
increases in postal rates would reduce
expenditures in the ‘‘subsidies less
surplus of government enterprises”
category of the national income ae-
counts by almost $3% billion.

STATE AND LOCAL GOVERNMENT
EXPENDITURES
1961 State and Local Government Outlays

Were Up $4 1/2 Billion Over 1960 With a
$2 1/4 Billion Rise in Employee Compensation
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Receipts, as estimated in the Budget,
would rise faster than expenditures,
thus eliminating the fourth quarter
1961 deficit of $1 billion during the first
half of the year and producing a surplus,
on national income and product ac-
count, in the fiscal vear 1963.

Budget economic assumptions

The economic assumptions underly-
ing the 1963 Budget estimates postulate
the following increases for the calendar
vear 1962 over 1961: $49 billion for
gross national product, to $570 billion;
$10% billion for corporate profits, to
$56% billion; and $31 billion for per-
sonal income, to $448 billion.

The Budget assumes that legislation
will be enacted extending present rates

625025°—62——2

SURVEY OF CURRENT BUSINESS

for corporation income and excise taxes,
scheduled to decline or be discontinued
on July 1, 1962. The tax reform pro-
posals presented in the Budget are
ealeulated to have no net effeet on totsl

it

revenues. Social insurance coneribu-
tions, under a statutory rate incrcase
for OASI and a temporary increase in
the Federal unemployment tax, will
rise appreciably.

National Income Pattern

Fluctuates With GNP—Shares Show Cyelical Swings

THE sequence of recession, recovery,
and expansion described earlier may
also be traced on the income side of the
national accounts. From the first-
quarter low point of $412 billion,
national income rebounded to a new
high of almost $450 billion in the closing
quarter of the year. The 9 percent
expansion over the last three quarters
was sharper than that in either the
1954-55 or the 1958-59 recovery period;
and the advances that marked the
second and fourth cuarters ranked
among the largest gains in dollar
volume since World War IT.

On an annual basis, 1960-61 increases
in income and its components were
moderate as the down phase of the
cvele stretched across the two vears.
National income rose $13 billion, or 3
percent from 1960 to 1961 to a record
%430 billion.

Employee compensation, which ac-
counts for the largest part of national
income, also increased 3 percent, con-
tributing two-thirds of the gain in total
income. Nearly all of this increase
reflected higher rates of pay, as there
was little net change in either average
employment or hours of work. In
private industry, increased hourly pay
more than offset a sizable reduction
m employment, and employee compen-
sation was up a little over 2 percent.
In government, average earnings and
increased  employment  contributed
about equally to a 7 percent advance in
total compensation.

A sizable decline in corporate profits
in the opening quarter held the vear's
increase to $1 billion, about 2% percent.
Most other types of income advanced
moderately.

The comparatively small increases in
profits and employee compensation
from 1960 to 1961, obscure the sharp
changes, particularly in the former,

in the course of the economic reces-
sion and recovery ol the past two
yvears. (See chart below.) Corporate
profits declined by $7% billion or nearly
one-sixth from the first-quarter 1960
cyclical peak to a low of $40 billion in
the opening 1961 quarter. Conversely,
they rose about 30 percent over the
next three quarters of business recovery.

In contrast, employee compensation
eased off 1 percent from the summer
quarter of 1960 to the first quarter of
1961 and rose 7 percent during the

SHARES OF NATIONAL INCOME
Rise With Recovery
Profits Have Lagged in Recent Years
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remainder of the year. These con-
trasting movernents are essentially what
we have come to expect in the decline
and recovery phases of a short cycle.

Corporate profits

A drop of $3 billion in corporate
profits accounted for most of the $4
hillion decline in national income in the
vear’s opeping quarter. A sharp rise
ol $5% billion in the second quarter
was followed by an increase of only
$1% billion in the summer months.
Whiie data for a fourth quarter estimate
are not vet available, fragmentary
reports and correlative information
indicate that the profits increase ap-
proximated that of the second quarter.
This would put fourth quarter profits
above the postwar peak of the second
quarter of 1959.

PROFIT MARGINS WIDEN in Recent Quarters
Along With Cyclical Advance

Percent

30

PROFITS™ AS PERCENT OF INCOME
ORIGIMATING IN U.S. CORPORATIONS

10 ‘w’u( l’.‘l‘illlllll.’llllllll'llllllll
1953 55 57 59 61
* Before tax, and including inventory valuation
adjustment
Note; Based on seasonally adjusted data

1,3, Department of Commerce, Office of Business Econamics 62-2-10

Though corporate earnings are only
about one-tenth of national income,
they have accounted for one-third of
the quarterly movements in the aggre-
gate during 1961. This volatility is,
of course, a consequence of the residual
character of this income component,
us well as of the fact that the corporate
form of activity 18 dominant in those
industries that are particularly sensitive
to eyelical fluctuations.

As noted in last year’s annual re-
view, it was evident that increases in
corporate costs had been outrunning
advances in output and that profit
margins were declining as the evelical

SURVEY OF CURRENT BUSINESS

peak in business activity was reached.
As shown in the chart, this development
was intensified as corporate output
declined substantially in the fall and
winter quarters of 1960-61. With the
upturn in production iu the spring quar-
ter, profit margins of corporations
improved sharplv. By year-end they
had regained the ground lost in the
1960-61 recession and approximated
their highs of recent years, though they
were still well below the high points
of the last decade.

Employee compensation

Emplovee compensation accounted
for over one-half of the expansion in
national income during the last three
quarters of 1961. The volume of pay-
roll and other emplovee benefits at
vearend was $20 billion higher than the
first-quarter low, and $17 billion above
the prerecession high. Two basic de-
velopments underlie changes in  this
incone share—recovery from the busi-
ness decline and some long-term growth
trends.

The first of these—recoverv—ac-
counts for most of the increase in
carnings of manufacturing emplovees,
which was the largest single element in
the rise in total emplovee compensation.
The bulk of the recent improvement in
earnings of factory workers—parti-
cularly those in durable goods indus-
tries—stemmed from gains in employ-
ment and in the length of the work
week as emplovees previouslv laid off
were rehired and work schedules
lengthened. In spite of the strong
cvelical recovery of recent months,
December 1961 factory emplovinent
was still below the prerecession peak of
1960. Compensation of factory work-
ers in the final quarter of 1961 was
little changed in volume from that of
the peak 1960 quarter.

In the distributive industries, which
are less affected by changes in the
volume of commodity output, payrolls
showed but a small decline in late 1960
and early 1961, and by the fourth quar-
ter were running 3 percent above their
1960 high. In the service industries,
the recession merely slowed the rate
of growth, and late in 1961 payrolls
were 8 percent above their best 1960
quarter.

Earnings of government workers in

February 1962

the final quarter of 1961 were also
nearlv 10 percent higher than in the
third quarter of 1960. Most of this
advance came from employment gains,
although higher average pay contri-
buted. Employment increases
flected mainly a continued strong
expansion in State and local govern-
ment activities—particularly in public
education—and in the final quarter, a
build-up in military strength.

re-

Enterpreneurial incomes rise

Proprietors’ income were up $1%
billion, with farm income accounting
for half of the rise. Net interest also
expanded by a similar amount as the
volume of interest-bearing debt rose.
Rental income of persons showed little
change through the vear.

(Test continued on p. 1.})

BUSINESS LOAN Demand Moderate
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Gross National Product

11

| 1960 1961 1‘ 1960 1961
Line l 1959 1960 1961 v I 1I 1I1 v 1959 1960 1961
v I I IIL v
] Seasonally adjusted at annual rates
TABLE 4.—GROSS NATIONAL PRODUCT Billions of dollars Billions of dollars, unadjusted for seasonal variation
1-3, I-4)
1 Gross national product___._.__._. . __ 482,8 | 504.4 | 521.3 | 504.5 | 500.8 | 516.1 | 525.8 | 542,2 | 482.8 | 504,4 | 52,3 | 133,0 | 120.5| 128.8| 129.9 142.2
2 | Personal consumption expenditures.. __ .. 314,0 | 328,9 ) 339.0 ) 3323 | 330.7 | 336,1| 341,0 | 348,4] 314.0 | 328,9 | 339.0 89.4 79.0 83,2 83,3 93.6
3 Durable goods. ... 43.5 44.3 42.3 43.8 39.4 42.0 42.3 45.5 43.5 44.3 42.3 12.6 8.9 10.6 9.8 13.1
4 Nondurable goods. - _ . 1473 152.4 155. 5 153.1 153.7 154. 1 156.2 158.1 147.3 152. 4 155.5 43.3 35.4 37.6 37.9 44.7
5 Serviees ..o ... 123.2 132.2 141.2 135.4 137.5 139.9 142. 4 144.9 123.2 132.2 141.2 33.5 34.8 35.0 35.6 35.9
6 | Gross private domestic investment _______ 72,4 72,4 69,6 65.6 59,8 68.8 73.2 76.6 72.4 72.4 69.6 16.5 -14,8 17.6 18.5 18,7
7 New construetion..___________________ 10.2 40.7 41.7 40.7 39.6 41.3 42,7 43.3 40.2 40.7 41.7 10.5 8.5 10.7 11.5 1.0
8 Residential nonfarm . _._.__.___.._ 22.3 21,1 21.2 20.5 19.3 20.6 22.1 23.0 22.3 21.1 21.2 5.2 3.9 5.6 6.0 5.7
9 (P 17.9 19.6 20.5 20.2 20. 4 20.7 20.6 20.3 17.9 19.6 2.5 5.2 4.6 5.1 5.5 5.3
10 Producers’ durable equipment.__._____ 25.9 27.5 25.7 26.7 24.2 24.7 26.0 28.0 25.9 27.5 25.7 7.1 5.5 6.6 6.1 7.5
11 Change in business inventories._ ______ 6.3 4.2 2.2 -1.9 —4.0 2.8 4.5 5.3 6.3 4.2 2.2 -1.1 .8 .3 .9 .2
12 Nonfarm ... ... 6.2 4.0 18| —22( —4.3 2.4 4.1 5.1 6.2 4.0 1.8 ~1.2 .8 .2 .8 .1
13 Farmo. . .1 .3 .3 .3 .3 .4 .4 .2 .1 .3 .3 it .1 .1 .1 .1
14 | Net exports of goods and services_________ —.7. 3.0 4,0 5.1 5.3 3.9 2,6 4,0 -7 3.0 4.0 16 1.3 1.0 .3 L3
15 Exports. 23.1 26,7 27.4 27.6 27.6 26. 4 27.0 28.5 23.1 26.7 27.4 7.1 8.7 6.8 6.5 7.4
15 Imports 23.8 23.6 23. 4 22. 4 22.3 22.5 24.3 24.5 23.8 23.6 23. 4 5.8 5.4 5.7 6.2 6.1
17 | Government purchases of goods and
SErVICeS . .o oL 97.1 100, 1 108, 7 101.6 105,0 107.3 109.0 113,2 97.1 100, 1 108, 7 25,6 25,4 27,1 27,8 28,6
13 Federal. oo 53.5 52.9 57.3 53.0 54.7 56.6 57.4 60.0 53.5 52,9 57.3 13.2 13.6 14.3 14.6 15.0
19 National defense._.._.._..__..__._ 46.2 45.5 49.2 45.7 47.2 48.8 49.0 51.7 46.2 45.5 49.2 1.3 11.8 12.3 12.2 12.8
20 her ... . . 7.8 8.0 8.6 7.9 8.0 8.3 8.9 9.0 7.8 8.0 8.6 2.0 2.0 2.1 2.6 2.3
21 Less: Government sales.____.__.__ .5 .6 .6 .6 .5 .5 .6 .7 .5 .6 .6 .1 .1 .1 .1 .2
22 Stateand local .____._._..__._._______ 13. 6 47.2 51.4 48.6 50. 3 50. 6 51,6 53.2 43.6 47.2 51. 4 12.4 11.8 12.8 13.2 13.6
TABLE 5.—-GROSS NATIONAL PRODUCT
IN CONSTANT DOLLARS, AND IM- GNP in hillions of 1954 dollars Implicit price deflators for seasonally adjusted GNP, 1954=100
PLICIT PRICE DEFLATORS (I-5, VII-3)
1 Gross national product________________ 428.4 ] 440,8 | 448,8 | 438,4 ) 433.2 | 445.5| 451,81 464,6 | 112,7 | 1144 | 116,2} 1151 | 115.6 { 1158 | 116.4 116, 7
2 | Personal consulﬁption expenditures_______ 289.3 1 298,3 | 303.6 | 299.6 | 297.0 | 3016 { 3050 310.8 108.6 | 110.3 | 111,7 | 110.9 11,3 | 11L4 | 1118 112,1
3 Durable g00dS- oo e ccna o 41.0 41.8 40.1 41.6 37.6 39.8 39.9 4311 106.3 | 106.1} 1055 | 1052 | 104.9 | 105.7 ! 105.9 105.6
4 Nondurable goods. - | 138.8 141.8 143.6 141.3 141. 6 142.6 144. 5 145.9 106. 1 107.5 108.3 108.3 108. 5 108.1 108. 2 108.3
5 Services._.._..___.__ cemeeeeoo] 109.5 1147 119. 9 116. 6 117.8 119.2 120.6 121.9 112.5 115.2 117.8 116.1 116.8 117. 4 118.1 118.9
6 | Gross private domestic investment________ 61.1 60,6 57.7 54,9 49,6 57.3 60. 4 63.5
7 New construction.. ....._.. ... .. 34.3 33.9 34.4 33.9 32.9 34.1 35.1 35.6
8 Residential nonfarm_____.________ 19.4 18.0 18.1 17.5 16.5 17.6 18.7 19.5
9 1S 14.8 16.0 16.4 16.4 16.4 16.6 16.4 16.2
10 Producers’ durable equipment.________ 21.3 22,7 21.2 22.1 19.9 20.3 21.4 23.1
11 Change in business inventories.....___ 5.5 4.0 2.1 —-1.1 —3.2 2.9 3.9 4.7
12 Nonfarm. ... ____._______ 5.6 3.8 1.7 —-1.3 —-3.5 2.4 3.5 [: 3 3 RSN (SPRPRRPRRIN PUNUONIPIPN DIURRIOR PRI FOPRUIRRE) (UPRURIE R,
13 -.0 .2 .3 .2 .3 .4 .4 1528 USRS FSVOIPUIOS USSR (RNUOIUOURS BVUPRE) JUPURUON (SRR IR
114 | Net exports of goods and services_________ -2.1 1,7 2.0 3.5 3.3 L9 .6 | I RPN [N SSRIPUININ DU IR PRI PPN HIUUI PR
15 EXPOTES el 22,2 55.3 25.5 26.1 25.7 24. 5 25.2 26.7 103.9 105.2 107.3 105. 6 107.1 107.8 107.1 107.0
18 ImpPOrtS. oo oo 24.3 23.6 23.5 22.6 22.4 22.6 24.5 24.7 98.1 100.0 99. 4 99.4 99.5 5 99.3 99.3
17 | Government purchases of goods and serv-
Y T 80.1 80,2 85.5 80.3 83.3 84,7 85.7 88,3 1203 | 124,8 | 127,1| 126.5| 126,1| 126,6{ 127.1 128,2
18 Federal _ . ... 43.9 42.3 44.9 41.6 43.1 44.7 45.0 46.8] 1220 1252 | 127.5 | 127.4] 127.0 | 126.8 | 127.6 128.1
19 Stateand local ... _______________ 36. 2 38.0 40. 6 38.7 40.2 40.0 40.8 41. 4 120.3 124. 2 126. 7 125. 6 125. 1 126. 4 126. 6 128. 4
TABLE 6.— GROSS NATIONAL PRODUCT Billions of dollars seasonally adjusted at annual rates Billions of 1954 dollars, seasonally adjusted at annual rates
BY MAJOR TYPE OF PRODUCT (I-6, I-7)
1 Gross national produet_____._________. 482,8 | 504,4 | 521,83 | 504,5 | 500,8 | 516,1 ) 5258 | 542,2 | 4284 | 440.8 | 448,8 | 438,4 | 433,2 | 4455 4518 464,6
2 Finalsales. ... ...__............ 476.5 | 500.2 | 519.1  506.4 | 504.8 | 513.2| 521.3 537 0 4229 | 436.8 | 446.7 | 439.5| 436.5| 442.6 | 4479 549.9
3 Inventory change_._......._.__.._ 6.3 4.2 2.2] —-1L9} —40 2.8 4.5 5.3 55 4.0 21| —-11} -3.2 2.9 3.9 1.7
4 | Goods output... .. 250,83 | 258,5 | 259.0 ( 252,8 | 245,7 | 257.1 | 261.4| 271.6 | 228,6 | 234,6 | 233.6 | 2289 22,9 2325 2354 244.6
5 Final sales 244.0 | 254.3 | 2568 254.6 | 249.7{ 254.3 256.9 | 266.3 | 223.1 | 230.6 | 23L.5| 230.0{ 2252 229.7 | 2316 239.8
6 Inventory change 6.3 4.2 2.2 19| —-40 2.8 4.5 5.3 5.5 4.0 21| L1} -33 2.9 3.9 4.7
7 Durable goods output............._. 1 %49 96.7 92.8 89.5 816 90.9 96.1| 102.6 82.9 84.7 80.9 79.0 71.4 79.4 83.5 89,4
8 Finalsales_...__.__. 91.3 94.3 92.7 93.4 87.4 91.2 92.6 99.6 79.8 82.4 80.9 82.0 76.5 79.6 80.5 86.8
9 Inventory change....__._. 3.6 2.5 .1 —~3.8| —58 ~.3 3.5 3.1 3.1 2.3 .1 -3.0 -5.1 -2 3.0 2.6
10 Nondurable goods output.._.....__..__ 155.4 | 161.8 | 166.11 163.2 | 164.1 | 166.2 | 1653 | 168.9 | 145.7 | 150.0 | 152.7 | 149.8 | 150.5 153.2 | 151.9 155.2
11 Finalsales . .. ... ________.._.. 152.8 | 160.0 | 164.1 | 16L.3 | 162.3 | 163.0| 164.3 | 166.7 | 143.3 | 148.3 | 150.7{ 148.0 | 148.7 | 150.0 | 15L.0 153.1
12 Inventory change 2.6 1.8 2.0 2.0 1.8 3.2 1.0 2.2 2.4 1.7 2.0 19 1.8 3.1 .9 2.1
13 | Services_ ... ooeeo o 176,2 | 189.3 | 203.6 | 194.6 | 197.9 | 20L 1| 2051 | 210,0 ] 15L,7 | 158.7 | 166,2 | 1616 | 163.2 | 1647 | 167.1 169.8
14 | Construction. ___ ... _......_..____._ ... 56.2 56. 6 58,8 57.2 57.2 57.9 59.2 60,7 48, 1 47,5 48,9 47,9 48.0 48,3 49.2 50.3




12 SURVEXT‘ OF CURREN'F BUSINESS February 1962
Personal, Government, and Foreign Transactions on GNP Accounts
[Billions of dollars]
1960 1961 1960 1961
Line 1959 1960 1961 v I 11 111 v v I IT 111 v

Seasonally adjusted at annual rates

Unadjusted for seasonal variation

TABLE 7.—PERSONAL CONSUMPTION EXPENDITURES BY MAJOR TYPE (1I-6, II-7)

1 Goods and services, total_.._________. | s14.0| 328.9] 339.0| 3323 | 330.7 | 336.1| 341.0| 348.4 89,4 79.0 83.2 83.3 93.6
2 | Durable goods, total . _ . liieioiioe.. 43.5 44,3 42,3 43,8 39,4 42,0 42,3 45,5 12,6 8.9 10.6 9.8 13.1
3 Automobiles and parts_... .. 18.1 18.6 16.8 18.6 14.8 16.7 16. 4 19.3 4.5 3.7 4.6 3.8 4.8
4 Furniture and household equipment 18.9 18.8 18.6 18.3 17.8 18.3 18.8 19.1 5.4 3.9 .4 4.6 5.6
5 L0271 7 N 6.6 6.9 7.0 6.8 6.8 7.0 7.0 7.1 2.6 1.3 1.6 1.5 2.7
6 | Nondurable goods, total. .. ... ... 147,3 | 152,4 | 155.5 | 153,1| 153.7 ) 154,1| 156,2 | 158.1 43.3 35.4 37.6 37.9 4.7
7 Food and beverages. ..o iiicaccameaa. 78.0 80.1 81.8 80.8 81.1 81.4 81.9 82.7 20.8 19.1 20.4 21.0 21.3
8 Clothing and shoes__ 27.4 28.1 28.4 21.7 27.9 27.6 28.6 29.5 9.3 5.8 6.6 6.3 9.8
9 Gasoline and oil.___... 11.0 11.6 11.8 11.8 1.7 1.7 1.8 11.8 2.9 2.6 3.1 3.1 2.9
10 O N . et e ————— 30.9 32.6 33.6 32.7 33.0 33.4 33.9 34.0 10.3 7.8 7.6 7.6 10.7
11 | Services, total oot e ciccamom e 123,21 182,21} 141,27 135,41 137.51 139.9} 142,41} 1449 33.5 34,8 35.0 35.6 35,9
12 B OUSINg o e et 39.9 42.2 4.5 43.1 43.6 4.2 4.8 45.5 10.8 10.9 1.1 11.2 11. 4
13 Household operation. f 181 19.6 21.0 20.0 2.6 20.9 21.2 21.6 50 5.8 5.1 4.8 54
14 Transportation.____. 10.0 10.5 10.8 10.5 10.5 10.7 10.9 11.0 2.6 2.5 2.8 2.8 2.5
15 Other i 55.2 59.9 64.8 61.7 62.8 64.1 65.5 66. 7 15.1 15.6 16.1 16.7 164
TABLE 8, —GOVERNMENT RECEIPTS AND EXPENDITURES (II1-3, III-4)
1 | Federal Governmentreceipts_ .. ... .. ____.__......... 89.4 96,0 97.9 94,6 92,5 96.8 99.3 n.a. 21,1 23.2 27.1 24.4 n.a.
2 Personal tax and nontax receipts__ - 3‘5. 6 43.2 43.9 43.1 42.6 43.6 4.5 44.8 9.3 10.1 12.8 11.3 4.9
3 Corporate profits tax accruals___ 21.9 21.2 21.6 20.0 18.6 21.2 221 n.a. 5.1 4.5 5.4 5.4 n.a.
4 Indirect business fax and nontax 13.0 14.0 13.8 13.8 13.3 13.6 14.0 14.5 3.6 3.2 3.5 3.4 3.8
5 Contributions for social insurance 14.9 17.7 18.6 17.6 18.0 18.4 18.7 19.3 3.1 5.5 5.4 4.3 3.4
6 | Federal Government expenditures. ._..__...._.._ . ......._...___ 91,2 92,8 1008 94,2 98,0 | 10L1| 1024 | 105.2 23.6 24.5 25.4 25.6 26.5
7 Purchases of g00ds and services. ..o ooooomooo ool 53.5 52.9 57.3 53.0 54.7 56.6 57.4 60.0 13.2 13.6 14.3 14.6 15.0
8 Transfer payments. o acieiaas 22.2 23.7 27.3 25.3 26.5 27.1 27.8 27.7 6.0 7.0 6.9 6.8 6.7
9 To persons.._.. 20.6 22.2 25.6 23.7 24.8 25.7 26.1 25.9 5.7 6.5 6.5 6.4 €3
10 Foreign (net) 1.5 1.6 1.7 1.6 1.6 15 1.7 1.8 .3 .4 .4 .4 .4
11 Grants-in-aid to State and local governments 6.6 6.1 6.6 6.0 7.1 6.8 6.4 6.4 1.7 1.5 15 1.7 1.8
12 Net interest paid .. - __________ . ______.._ - 6.4 7.0 6.5 7.0 6.8 6.6 6.4 6.5 1.8 1.7 1.6 1.6 1.6
13 Subsidies less current surplus of government enterprises......... 2.6 2.9 4.1 2.9 3.0 4.0 4.5 4.6 1.0 .7 1.0 Y 1.4
14 Surplus or deficit (—) on income and product account._____.._._.__. —-1.8 3.3| -39 4] =551 —43| -31 na.| —-25( —-L3 1,71 —1.2 na.
15 | State and local governmentreceipts... . ... ... ... 46.5 49,2 52,4 49,7 514 5L9 52,4 n.a. 12,6 12,4 12,9 13.2 n.a.
16 Personal tax and nontax receipts.__.. ... .. _.______ ... 6.4 7.2 8.0 7.4 7.7 7.8 8.0 8.3 L7 2.0 2.0 L9 2.1
17 Corporate profits tax aceruals......_._...._. - 1.2 1.2 1.2 1.1 1.0 1.2 1.2 n.a. .3 .2 .3 .3 n.48.
18 Indirect business tax and nontax aceruals___ - 20.6 316 33.3 32.1 32.4 32.9 33.5 34.4 8.1 7.9 8.2 8.4 87
19 Contributions for social insurance_._______ - 2.7 3.0 3.3 3.2 3.2 3.3 3.3 3.3 .8 .8 .8 .8 .8
20 Federal grants-in-aid_ ... 6.6 6.1 6.6 6.0 7.1 6.8 6.4 6.4 1.7 1.5 1.5 1.7 1.9
21 | State and local government expenditures._ ... .. o _oeeno. 46.9 50.6 55.0 52,0 53.8 54,2 55.3 56,8 13.3 12,7 13.7 14,1 14.5
22 Purchases of goods and services.._ 43.6 47.2 51.4 48.6 50.3 50.6 51.6 53.2 12.4 i1.8 12.8 13.2 13.6
23 Transfer payments to persons. 4.8 5.1 5.4 5.1 5.3 5.4 55 55 1.3 1.3 1.3 1.4 1.4
24 Net interest paid .7 .7 .8 .7 .7 .8 .8 .8 .2 .2 .2 .2 .2
25 Less: Current surplus of go 2.2 2.4 2.6 2.5 2.5 2.6 2.7 2.7 .6 .6 .6 .7 .7
26 Surplus or deficit (—) on income and product account_______.__.__ —4| —L4] 26| —-283; —24| —-2.3| -29 na -7 —-.8 -~.8| —LoO n.a.
.
TABLE 9—FOREIGN TRANSACTIONS IN THE NATIONAL INCOME ACCOUNTS (IV-2, 1V-3)
1 Receipts from abroad._ _....c._..... 23,1 26,7 27,4 27,6 27,6 26,4 27,0 28,5 7.1 6.7 6.8 6.5 « 7.4
2 | Exports of goods and services. 23.1 26.7 27.4 27.6 27.6 26.4 27.0 28.5 7.1 6.7 6.8 6.5 | T4
3 Payments to abroad.__._.___.. 23.1 26,7 27.4 27,6 27,6 26,4 27,0 285 7.1 6.7 6,8 6.5 ! 7.4
4 | Imports of goods and services.._..........- 23.8 23.6 23.4 22.4 22.3 22.5 24.3 24.5 5.5 5.4 5.7 6.2 6.1
5 | Net transfer payments by Government. 1.5 1.6 1.7 1.6 1.6 1.5 1.7 1.8 .3 .4 .4 .4 .4
6 | Net foreign investment . . ececmcennann —2.3 1.5 2.3 3.6 3.7 2.4 .9 2.2 1.2 .9 7 -1} 9
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National and Personal Income

[Billions of dollars)

| f ; T ! ’
¢ 1060 | 1961 | t j 1900 1961
i i ’ N e s . .
i ) f
Line 1959 ; 1960 f 1961 v w] I II 11l v Line 1959 | 1960 | 1961 { Iv . 1 f 11 ( 11 [ v
| : ; \‘ : i | I
Seasonally adjusted at annual { ‘ i Seasonally adjusted at anmui
| | rates ; ‘ “ rates
i I
TABLE 10.—NATIONAL INCOME BY TYPE OF INCOME (I-9)
7 - i TABLE 13,—RELATION OF GROSS NATIONAL PRODUCT, NATIONAL INCOME,
1 Nationa} income_..__..____ 399,6] 417.1 130, 2] 416, 5] 112,2; 426,90, 434,3] n.a. AND PERSONAL INCOME (I-17, 1-18)
2 | Compensation of employees__._| 278,41 293,7| 302,9] 294,0! 292,6| 300,2} 306.2] 312,7 -
3 Wages and salaries. 258. 5| 271.31 279.7] 271.3| 270.1j 277.3| 282.7| 288. 7 1 : Gross national product_______. 482. 8| 504.4| 521. 3] 504.5] 500,8| 516,1] 525.8 542, 2
4 Private.._.___ 232 2”3 0] 227.8] 221.6] 219.7| 226.0{ 230.7] 234.7 . .
5 Military 9.9 9.9] 10.4] 10.0| 0.1} 10.1] 10.2| 1.1 2| Less: Capital consumption | ) 4
6 Government civilian....... 35.4| 38.5| 105 307 40.3) 4l.2| 41,9 428 AllOWANCeS o e e 0.5 43.1] 45.2) 43.7) 4.2 45.0) 45.5 46.1
7 Supplements to wages and 3 | Equals: Net national product__} 442, 0] 451, 4] 476, 1| 460,9| 456.6] 471.1] 480.3| 496. ¢
alaries_ .. ._...._. 20. 3 23. .7 2, .9l 234 241 . .
< E%ﬁf,l;’gr contributions for 000 24 By 2 B 22 3 4 | Less: Indirect business tax and
- social insurance.______. o7 1L 121 1.5 1.7 120[ 122 12.6 . nontax liability........ 42.7) 45.6; 47.1 15.9) 45.7) 46.4| 47.5 .9
0 Other labor income___._._. 10.3) 10.9) 1Ll 1120 10.8] 10.8! 11.2) 115 5 Business transfer pay-
- i i ments. 1.8 1.8 1.8 1. 8! 1.8 1.8 1.8 1%
10 Employer contributions - - g
to private pension and ] Statistical dlscrepancy“. —1.7] —2.6] —1.5] —2.9] —2.6] —1.8 —1.5/ n.a.
welfare funds__.____._. b3 (1 SN N1 PRI (RSSO ) O P J i3 ;
; 7 { Plus: Subsidies minus current
1 Other e 2.3 R S R Bt EECEEE REEE B Lt surp]us.of government B i .
12 | Proprietors’ income .. __...__. 6.3 8.2 49.6] 49.0| 485.9 49.2 49.4) 50.8 enlerprises- .......... AE L4 LA e Ly L LY
13 | Business and professional. ___| 35.00 36.2] 36.5 36.3; 36.0] 36.3 36.6 37.2 § | Equals: National income. ... 399.6| 417.1) 430.2) 416,5| 4122 426.0) 4343 n.a.
H ‘“fgﬁfpﬁfsgsn‘“(’”’“"“‘*d 35. 10 86,80 e 9 | Less: Corporate profits andin- |
15 Inventory valuation ad- i ventory valuation ad- 6.4 15 ol 10.0 455 47 .
Lt B U D S [T P, " Cé%i&%%%&éﬁ;f&f;&éﬁ:Y 6.4 45,1} 46.2] 42, - 45.¢ -0 na
15 Fe 1.3 12,00 13.1) 12.7) 12.8) 129 12.8 13.6 BT —— 17.6) 20.7] 2190 20.8 212 217 220 226
- . 11 Bxcess of wage accruals
17 . Rental income of persons____._ 11. 9’ 1L7) 1L50 1L7) 1L5 1.5 115 1L5 over disbursements. .. 0 0 0 0 0 0 0 W
13 Corporateprofitsand inventory i
i i | 12 | Plus: Government transfer
: valuation adjustment.__._| 46,4 45, 1; 46,2} 42,9 40.0] 45.5 47.0| n.a. \payments to persons....| 25.4) 27.3| 31.0| 28.8 30.1 30| 3.6 3t4
‘ b 13 Net interest paid by
19 Profits before tax_ ... 46. 81 45.0f 16,1 42.6] 39.6] 45.2] 47.2| n.a. L govcmmcnt.?_, T 71 7.8 7.3 7.7 7.5 7.3 7.9 79
20 Profits tax liability 23.17 22.3) 22.8 2L.1| 19.6f 22,4/ 23.3| n.a. A k 3 4
a1 Profits after tax | 27 227 23] 214 2000] 228 238 n.a. 14 Dividends A B4 ML 144 143 142 142 13 150
22 Dividends by 14y 144 143 142 142 14.3) 150 15 Business transfer pa sl s s 1sl sl 1sl 1s
23 Undistributed profits..__{ 10.3] 8.6 .8 7.20 58 86 9.5 na. ments. ... -8 L L¢ . . - . oA
o4 Inventory valuation adjust- 16 | Equals: Personal income_ . ___ 383.3! 402.2| 416.7) 405,4| 404,7| 413,2] 420,3] 428.6
41123 Y —. 5 .0 1 .3 .4 3 =2 -3
25 . Netinterest. . _._..___.____.__ 16.6] 18,4 20.0) 18.9/ 19.27 19.6| 20,2] 20.7
: ) TABLE 14.—PERSONAL INCOME AND ITS USE (II-2)
.
TABLE 11.—NATIONAL INCOME BY INDUSTRY DIVISION (I-11)
! ] i 1 | Personal income_.__.__..._..__ 383, 3| 402.2! 416,7| 405, 4] 404.7] 413.2| 420.3! 428.%
1 All industries, total__.._.__ 399,6, 417. 1, 430,2] 416, 5. 412.2| 426,0] 434.3| n.a.
2 Wage and salary disburse-
2 Agriculture, forestry, and fish- ments. ... 258.5| 271.3( 279.7| 271.3] 270. 1} 277.3! 282.7, 288.7
OTIOS. e 16.3 3 17.9] 18.0] 18,2 n.a. 3 Commodity-producing in-
dustries_ . _____. 107. 2| 110. 4] 111.2| 108.0} 106. 1} 110.7} 112.8] 115.2
3 Manufacturing. __ 119.6 .50 113, 1| 120.7] 123.6; n.a. 1 Manuf‘wturlng 0 84.7) 87.41 87.8] 85.2] 83.8 87.5 889 90.8
4 Durable-goods { 71.5; .20 65.4| 70.8] 73.1, n.a, 5 Distributive industries. .| 68.2 71.8| 73.4] 72.1] 70.8] 72.8] 743 748
5 Nondurable-goods mdust es.| 48.0 L3 47,7 49090 50.50 n.a. 6 Service industries. . 37.7| 40.7] 43.1] 41.5] 41.8] 42.5| 43.6] 44.7
6 Wholesale and retail trade__ 66. 4 68.5] 68,2] 70.8) 72.0! n.a. 7 Government 45.3| 48.4; 5194 49.7) 50.4| 5L.3] 52.1] 54.0
7 Finance, insurance, and veal’ .
40.1 L8] 42.9] 43.3] 43.6; n.a. 3 Other Jabor income. ... ... 10.31 109 111 11.2} 10.8[ 10.8 11.2] 11.5
%  Transportation__. 17.6 .3] 16.9] 17.1f 17.6: n.a. | i
% Communications and puhll(, 9 Proprictors’ i 46.3] 48,20 49.6! 49.0; 48.9] 49.2] 49.47 50.%
utilities o o ... 15. 3 0l 17,0/ 17.3| 17.5/ n.a. 10 Busine 35.0f 36. 2’ 36.5 36.3] 36.00 36.3] 36.6 37.2
i : H 1t Farm._ 1.3 1200 181 1227 129 12.9] 12,8 134
0 SerVIeeS el 5,40 50,00 2.4 5L00 L3 52.0 53.5 n.a }
1+ Government and government . : 12 Rental income of persons....| 1i.9] 1L.7) 11.5] 11.7] 11.5] 115 11.5] 154
.enterprises . _______... .. 19.0, 52.5 o 040 S8 358 6.7 g : I
12 Other ... 2.3 30.3 41 30.00 31.0{ 3.7 13 Dividends __.__.___ ... _.__. 13,4 14010 1440 14.3) 14.2] 421 143 150
: 14 Personal interest income .. ._ 23.6) 26.21 27.3] 26.7. 206.8] 27.0/ 27, 4{ 28.0
TABLE 12.—NATIONAL INCOME BY CORPORATE AND NONCORPORATE 15 Transfer payments_..__.__.._ 27.2; 201 3290 30.6] 32,00 32.9) 33 5\ 33,2
FORM OF ORGANIZATION (I-14) 16 Old-age and survivors in- 1
surance benefits______.._| 10.2] 111} 12.6] 11.4] 11.8/ 125/ 12,71 13. 4
‘ 17 State unemployment in- !
1, National income_______.___ 399,6) 417.1) 430,2! 416,5] 412,2) 426.0( 434.3] n.a. surance benefits . __._.___ 2.5] 28] 4.0 3.8 3.8 45 L0 3.3
i 13 Veterans® benefits_ 4.5 1.6 4.8/ 4.6/ 4.7 4.8 4.8 43§
2 ! income originating in corpo- 19 Other 16.0{ 10.6) 11.5] 10.8) 117 11.1] 1.9 113
! rate business______________ 219. 8] 226.5| 230.3] 222.5| 217.5; 228,5] 233,5| n.a.
. 20 Less: Personal contributions
3 ! Compensation of employees.| 174. 2] 182 4] 185, 4| 180.8] 178. 9| 184.2| 187.6} 190. 8 for social insurance____.___ 79 9.3 9.7 9.3 95 9.7 9.8 1o
1 Wages and salaries__.._.___ 160. 2] 166. 4 169. 5| 165.2| 163. 6] 168.6| 171.6] 174. 4
5 Supplements to wages and 21 | Less: Personal tax and nontax
salaries..ccoooooociooooo 14.0| 15.5) 15.8] 15.6f 15.3] 15.6| 16.0] 16.4 payments. __.__...._.| 46.0| 50.4| 51.8 50.5 50.3! 51.4] 52.50 331
22 Federal._.__.__ L) 39.6] 43.2) 43.9| 43.1) 42.6| 43.6] 44.5 44.%
61 Corporate profits and inven- 23 Statcand local__._.__.| 6.4] 7.2 80 74 77 7.8 80 %3
tory valuation adjust-
ment | 4 6] 43.20 44.1] 40.9] 37.8] 43.5/ 450/ n.a. 24 | Equals: Disposable personal
v Profits before ta, 45.0{ 43.2| 44.0{ 40.5] 37.4] 43.2] 451 na. inCOMe. .. ..o 337.3] 351.8) 364,9] 354.9 3543} 361,8] 367.7| 375.6
4] Profits tax liability 23.1] 22.3[ 22.8] 21.1] 19.6| 22.4] 23.3] n.a.
9 Profits after tax 2197 20.8) 211 19.4| 17.8 20,8 21,8t n.a. 25 | Less: Personal consumption
JUN Inventory valuation ad- expenditures.________.__._ ... 314.0 328.9( 339.0] 332.3] 330.7] 336.1] 341.0| 343, ¢
justment_______._.._.___ —.3 0 1 .3 ! L3 —.2| —-.3
. 26 | Equals: Personal saving.._..__ 23.4; 22,9{ 25,8 22,7} 23.7] 25,8 26,8 27.1
11 Netinterest .. .. .. ___ 1.0 -] .9 R .8 .9 9 Y
i 27 | Addendum: Disposable per-
12 | Income originating outside sonal income in constant
corporate business___.______. 179, 8] 190.6; 199.8] 194.0' 194,6] 197.6| 200.9] 206, 3 (1954) AoNars. w.eeemeeacnn- 310.6] 319.0] 326.8] 320.1] 318.4| 324.8] 329.0| 335.9

u.4.—Nort available.



14 SURVEY OF CURRENT BUSINIESS
Saving, Profits, and Employment
. 1960 1961
Line 1959 1960 1961
v 1 11 111 v
TABLE 15.—SOURCES AND USES OF GROSS Billions of dolars, seasonally adjusted at annual rates
SAVING (V-2)
1| Grossprivatesavine______________.__._._____.._. 74.0 74,6 79.9 73.9 74,0 79.7 8L.6 na
2 Personalsaving__ ... _________._____..__ 23.4 22.9 25.8 22.7 23.7 25.8 26.3 27.1
3 TUndistributed corporate profits_.__________ 10.3 8.6 8.8 7.2 58 8.6 9.5 na
4 Corporate inventory valuation adjustment_ —.5 .0 .1 .3 .4 .3 —.2 -.3
5 Capital consumption allowance_ .. __...__._ 40.8 43.1 45.2 43.7 44.2 45.0 45.5 46.1
6 Excess of wage accruals over disbursements. 0 ¢ 0 0 0 0 0 0
7 | Government surplus on income and product
transactions______________.______________.._._ -2.2 L9 | —-65: —19 -~-7.9| ~6.6| —6.0 na
8 Federal. .o —~1.8 3.3 -39 4 =551 —4.3 ] -3.1 na
9 Stateand loeal .. ... ___________________.. -4 —-L4| -261 —23 | ~-24, -23]| -29 na
10 | Grossinvestment_ .. ________. ... ... ... 70.1 73.9 s 69,1 63.5 71.3 74.1 78.8
11 Gross private domestic investment__.._..._ 72.4 72.4 69.6 65.6 59.8 68.8 73.2 76.6
12 Net foreign investment___.___ . ... ____... -2.3 1.5 2.3 3.6 3.7 2.4 .9 2.2
13 | Statistical discrepaney._.._.______.___.._____._. -7 -26| L5 —29| —-26: —L8; -L5 na
TABLE 16.—CORPORATE PROFITS (BEFORE
TAX) AND INVENTORY VALUATION AD- Billiong of dollars, scasonally adinsted at annual rates
JUSTMENT, BY BROAD INDUSTRY GROUPS
(VI-10)
; n
1 Ail industries, total 46,4 45,1 46,2 42,9 40,0 45,51 17,0 na
2 | Manufacturing._ .. ... __._._. 24.8 23.3 23.0 21.6 18.8 22.3 » 23.6 | na
3 Durable-goods industries. _ 13.2 12.0 11.6 10.7 8.5 2t 121 na
4 Nondurable-goods industries 11.6 1.3 11.4 10.9 10.4 11.2 11.5 na
5 | Transportation, communications, and public
utilities. oo 6.4 6.8 7.1 6.8 6.5 7.1 7.3 na
6 | All other industries____._ I 15.2 15.0 16.0 14.6 14.6 16.1 16.1 na
TABLE 17.—CORPORATE PROFITS AND
INVENTORY VALUATION ADJUSTMENT Billions of dolars, unadjusted for seasonal variation
(VII-18)
! |
1 | Corporate profits and inventory valuation ad- |
justment.____________________________________ 46,4 45.1 46.2 11.0 9.5 1i.8 ! 1.5 na
2 Profits before tax .. ... ____.._.._____.._ 46.8 45.0 46.1 10.9 9.5 11.6 ‘{ 11.6 \ na
3 Profits tax liability .. _____._..________ 23.1 22.3 22.8 5.4 4.7 5.7 ’ 5.7 1 na
4 Profits after tax______________.__.______ 23.7 22.7 23.3 5.5 4.8 59 59! na
5 Inventory valuation adjustment______.___. -5 .0 1 A1 .0 .2 -1 l [

na—Not available.

TABLE 18.—_EMPLOYMENT, PAYROLLS, AND AVERAGE ANNUAL EARNINGS, BY MAJOR INDUSTRIAL
DIVISION (VI-2, VI-13, VI-15 [SUMMARY])

Number of full-time { Wages and salaries Average earnings per
equivalent employees full-time employee
Line Data in Millions Dollars Percent
thousands of dnllars change
1959 1960 1961 1959 1960 1961 1959 1960 1961 [1959-6C [1960-61
1 | Allindustries, total_____________ 56,717| 57,664| 57,584]258,474]271,319/279,704} 4,557 4,705 4,857 3.2 3.2
2 | Agriculture, forestry, and fish-
[ o (A 2,077] 2,060{ 2,070F 3,495 3,562] 3,640 1,683 1,729 1,758 2.7 1.7
3| Mining_________ 6-2 674 7| 3,834] 3,832 3,718] 5,540 5,685 5,837 2.6 2.7
4 | Contract construction.... 2,802] 2,846] 2,845f 15,196| 15,619] 16,080 5,254} 5,488 5,652 4.5 3.0
5 | Manufacturing_..__._.____ 16, 245] 16, 364] 15,947} 84, 720| 87,411| 87,763] 5,215 5,342| 5,503 2.4 3.0
6 | Wholesale and retail trad 10, 755( 11,041 11,006] 46,255; 49,073| 50,827} 4,301 4,445 4,618 3.3 3.9
7 | Finance, insurance, and
estate_- - 2,501 2,593 2,652{ 11,789 12,551| 13,295% 4,714| 4,840| 5,013 2.7 3.6
8 | Transportation_ 2,460 2,459] 2,361 14,183| 14,577 14,270] 5,765] 5,928 6,044 2.8 2.0
9 | Communications
utilitics b 1,438) 1,4450 1,432] 7,743] 8,152 8,343 5,385] 5,642 5,826 4.8 3.3
10 | Services. 7,587 7,855 7,9065]| 25,946( 28,176] 29,854| 3,420 3,587 3,748 4.9 1.5
11 | Government and government
enterprises \._______ . ___.____ 10, 070! 10,327| 10,669] 45,313 48,366| 51,914] 4,500 4,683 4,866, 4.1 3.9
12 | Addendum: All private indus- .
tries__. 46, 647| 47,337} 46, 915{213, 161[222, 953|227, 790] 4,570| 4,710} 4,855 3.1 3.1
13 All privs !
farm industries___{ 44, 722] 45,436| 44,997]210, 2441219, 997|224, 750| 4,701] 4.842] 4,995 3.0 3.2

! Inciudes rest of the world,
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FINANCIAL MARKETS IN
1961

The economic advance in the last
three quarters of 1961 was accompanied
by an increased rate of borrowing that
was accommodated with little rise in
interest rates (see chart on page 10)
as credit policy facilitated growth in
liquid assets.

The Federal Reserve kept conditions
easy throughout the year by engaging
in open market operations which. in
addition to offsetting the gold outflow,
supplied reserves sufficient to support
a $3% billion expansion in demand de-
posits and a $11 billion rise in time
deposits, while leaving net free reserves
unchanged at the $% billion level.
The liquidity of the economy was
further enhanced by Treasury debt
operations, which increased the supply
of short-term Federal securities.

Individuals stepped up the pace at
which they acquired bank deposits and
other fixed-value claims to $20% billion
during 1961 as compared with $12
billion the year before, while they
reduced the rate at which they pur-
chased the direct marketable obligations
of governments and corporations. The
rise in bank deposits was particularly
sharp while the pace at which persons
acquired claims on nonbank financial
institutions was moderate. In general,
personal financial transactions were
important In easing short-terin fund
markets during the past year as indi-
viduals’ borrowing was weak in this
area. Also, the institutions receiving
the sharpest increases in the inflow of
personal funds were particularly active
in extending short-term credits.

Treasury bill issues up

The 1960-61 swing from surplus to
deficit in the Federal budgetary position
was reflected in an increased pace of
Federal Government borrowing.
Treasury debt management policies
helped swell the volume of liquid assets:
nearly all of the $7 billion increase in
Government obligations was in the
short-term issues, Treasury bills in
particular. The increased issue of
short-term securities was purchased
principally by the commercial banking

{ Continued on p. 17)



RECOVERY AND EXPANSION OF THE ECONOMY IN 1961

CONSUMER SPENDING ON NONDURABLES AND SERVICES
MOVES WITH INCOME

2. Ditferential Behavior
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of Major Markets

THIS section focuses on the economic
tendencies over recent years by ex-
amining the differential performance of
the major sectors of demand. The
brief analysis illustrates the type of
basic data considered, which underlie in
part the Government proposals to stim-
ulate investment, increase efficiency,
and lower costs,

The postwar expansion in output has
been great but progress has been
uneven, and interrupted by four re-
cessions. In the first two, 1948-49
and 1953-54, the recovery forces
brought the economy back to u rela-
tively  full-employment  condition.
Since 1957, however, these forces have
been less intense, resulting in a lag in
the upward march of the economy. In
fact, before the economy had f{ully
recovered from the 1958 recession,
another setback occurred in 1960.

Some insight into the factors which
have contributed to the lag in the full
recovery of economic activity in recent
yvears may be obtained by examining
the three accompanying charts, which
present consumer, business, and govern-
ment demand patterns in constant
prices (1961) and so represent
essentially volume measures.

Segment of sales varies directly with
buying power

A large group of purchases is repre-
sented by consumer buying of non-
durable goods and services—comprising
at the present time over 55 percent of
the GNP. As the chart on this page
shows, these purchases are relatively
stuble and have moved upward in a
closely parallel fashion with real dis-
posable income. As the bottom panel
of that chart shows, about 80 percent

15
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of the disposable income goes for the
purchase of mnondurable goods and
services, and this proportion has varied
but little in the past decade or more.
Not only have the fluctuations been
velatively small, but the growth rate of
these purchases has been practieally
constant throughout the entire postwar
period—averaging 3% percent per year.

Thus, the relatively wide fluctuations
and the varying growth rates of total
output in the postwar period were due
to the shifting patterns of demand for
durable goods by both business and
consumers and for goods and services by
the Government.

More volatile purchases

Purchases by business of plant and
equipment, shown in the accompanying
chart, have fluctuated widely through-
out the postwar period. The line is
determined from the relatively full-
employment years and makes clear the

lag in purchases in receut years.
In fact, the current rate of these
purchases is still below the peak

attained in the third quarter of 1957.
The weakness in this demand has been
an important contributing factor in the
sluggish growth of the GNP as a whole
in the recent period.

It is not the purpose in this brief
review to examine the reasons for this
lag in business fixed investinent outlays.
Recognizing the hmportance of this
dynamic sector not only in helping to
lift the economy to a full-employment
level, but also in contributing to the
desirable objective of attaining faster
economic growth, the Government is
examining various types ol incentives
designed to stimulate
particularly insofar as it results in a
more modern and efficient mix of pro-
ductive equipment,

Purchases of durable goods by con-
sumers, as is clear from the chart on
this page, have also been quite volatile,
and in recent years have shown no
tendency to expand, apart from the
recoveries following the 1958 and 1961
recession lows. These purchases are
dominated by automobiles. At the
moment, such demand is strong, but
in view ol past significant shifts in this
demand, it is difficult to gage its course

this demand,

SURVEY OF CURRENT BUSINESS

over the long-term. The general lift of
the total economy would be salutary
here, but the pattern which will evolve
will depend on decisions by consumers
as to how they will use their current
incomes and the extent to which, by
borrowing, they will supplement them.

Finally, residential construction has
also shown wide movements, and these
have been more pronounced relative
to those of plant and equipnment and

February 1962

consumer durables. Currently there
is some lag in this demand, although it
15 too early to tell if the rise now
underway will inateh those in other
recovery periods. It is clear from the
chart that the extent of the rise from
the low point in each of the 1954 and
1958 recessions was smaller than the
recovery {rom the 1949 low point. This
type of demand has been influenced by
the status of our housing stock, govern-

DYNAMICS OF GROWTH— BUSINESS FIXED INVESTMENT

AND CONSUMER DURABLES

Wide Fluctuations in Postwar Period

Recovery Lag in Recent Years
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ment policy affecting housing credit,
income and family formation.

Trend of government purchases

Government purchases of goods and
services are shown in the third chart of
this group. These in total (Federal,
State, and local) absorb one-fifth of na-
tional output and they have contributed
importantly to the current high level of
real GNP compared with the early post-
war years. Following the Korean bulge,
Federal purchases dropped to a relative-
ly constant average annual rate of $55
billion (in 1961 prices) from mid-1954
to mid-1961. The 1960-61 average of
Federal purchases is 80 percent higher
than the 1948-49 rate. This rise
compares with an increase of little
more than 50 percent in real GNP over
the same period.

Federal purchases are now expanding
to meet international obligations and
strengthen our defenses. As indicated
earlier in this survey, such purchases
are headed wupward in fiscal 1963.
State and local purchases of goods and
services have been steadily rising
throughout the entire postwar period.
In real terms, their rate of growth has
averaged 5% percent per year. In the
last two years, they were nearly double
the 1948-49 rate. In view of the
continued large population growth and
the associated needs, State and local
purchases can be expected to continue
their advance.

Effect on total GNP

The lags in durable goods demand
have been the basic contributing factor
in the falling away of output (GNP)
from the basic trend line. This has
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also been reflected in the slackened
pace in the growth of employment and
in the persistence of the high average
unemployment rate. In the years 1951,
1952 and 1953, following the 1949
recession, the rate of unemployment
was reduced to an average of a little
more than 3 percent; for the vears 1955,

1956 and 1957, following the 1953-54
recession, the rate was reduced to a
little more than 4 percent. In contrast,
since 1958 the rate of unemplovment
has continued high, averaging nearly
6 percent, and it was only in January
of 1962 that the seasonally adjusted
rate dropped to slightly below 6 percent.

system, and by nonfinancial corpora-
tions. In addition, individuals in-
creased their holdings of Savings Bonds
for the first time since 1955.

Shift in corporate finance

For the year as a whole, investment
by nonfinancial corporations in plant,
equipment, and inventories as earlier
described declined moderately. Profits
and retaired earnings showed little net

625025°—62——3

Financial Markets in 1961
(Continued from p. 14)

change, but the flow of funds from
capital consumption allowances con-
tinued to rise. In consequence, there
was a substantial improvement in the
liquidity position of corporations,
despite some net increase in accrued tax
liabilities. The companies increased
their holdings of bank deposits, and of
U.S. Government securities.

As the year progressed, the rapid
advance in economic activity tended to

modify most of these conditions: phys-
ical asset purchases have’ outrun' the
rise in internal funds; demands for
bank loans and intercorporate trade
credit have risen; there has been a
sharp increase in unpaid tax liabilities,
and the rate of accumulation of liquid
assets has fallen off. Nevertheless,
corporations are still in a position to
finance a substantial rise in capital
spending in 1962 without undue strain.
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3. Production—

Employment—Prices

THE preceding review has treated the
cyclical expansion in 1961 in the broad
terms of the national income and prod-
uet accounts. In this section a more
detailed examination will be focused
on specific developments within the
economy which are partially obscured in
the broader view.

The recovery in industrial output in
1961 was substantial and widespread,
being most pronounced in those areas—
like primary metals—that had been in
the forefront of the 1960 decline. In
several industries, notably those asso-
ciated with investment goods, output at
vearend was still below the previous
eyclical highs. In agriculture, the year
witnessed a leveling off in the strong

Industrial

INDUSTRIAL production traced the
recovery pattern of the general economy
earlier described. The Federal Reserve
seasonally adjusted production index at
115 (1957=100) in December was 13
percent above the February low and 4
percent above the previous peak
reached in January 1960. The relative
increase from the low point to the end
of the year resembled that of previous
postwar upturns, and in December pro-
duction rates were at new or close to
earlier highs for all but a few manufac-
turing industries.

The rapid turnaround in production
in the spring months of the year was
attributable in large part to the slowing
down and cessation of the liquidation
in manufacturers’ stocks, to an im-
provement in automobile demand and
to the rise in government purchasing.
The maintenance of consumer buying
power, and the sustained demand for
nondurable goods and services had been
basic factors earlier in limiting the
recession.

The rate of advance in industrial
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rise in output of recent years as new
government policies began to have
some influence.

The prompt recovery in production
in early 1961 was accompanied by the
resumption of a fuller workweek sched-
ule. Re-hiring of workers, together
with a continued expansion in industries
which had not been affected much by
the recession, brought an upturn in
total employment. Unemployment re-
mained high most of the year and did
not fall appreciably until the fin