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Lietters of Transmittal

DEeceMseR 18, 1953,

To Members of the Joint Committee on the Economic Report:
For the information of the members of the Joint Committee on tho Economic Report and others interested
there is transmitted herewith a Supplement to the committee’s monthly publication Economic Indicators
\ containing both historieal tables of the various indicators now published and a description of the derivation,
limitations and uses of each indicator. These materials were developed by the committee staff with the
4 cooperation of the Oflice of Statistical Standards, Burcau of the Budget, and of the agencies responsible for
| each series,
As you are undoubtedly aware, there have been numerous requests for this information in recent years.
It is believed that the present publication will be useful not only to the members of the committee and to
other Members of Congress but also to other users of Feonomic Indicators, both within the Government
and among the nearly 4,000 private subscribers,
Jesse P. WoLcorr,
Chairman, Joint Committee on the Economic Report.

DEeceMBER 18, 1953.
The Honorable Jesse P. Worcorr,
Chairman, Joint Commitlee on the Economic Report,
United States House of Representatives, Washington, D. C.

Dran Mg, WoLcorr: Pursuant to numerous requests the committee staff transmits herewith a supple-
ment to the committee’s monthly publication Feonomic Indicators, containing for each indicator (1) historical
data and (2) a description and references to additional technical explanations. This report is intended to
answer most of the requests for general information which cannot be carried each month in the committce’s
publication but which is often essential to the interpretation and use of the current materials.

The deseriptive material shown for cach series in Feonomic Indicators attempts in a nontechnical way
to explain how the series is derived, what its limitations are, and the uses for which it is appropriate or, in
some cases, warning of uses for which it is cspecially not appropriate. Both the historical data and the
descriptions which are included in this Supplement are designed for general users of the data rather than
for technicians.

It might be helpful to point out for the benefit of persons not familiar with Economic Indicators that this
is a monthly publication printed by the Congress in accordance with Public Law 120, 81st Congress; chapter
237, 1st session, & copy of which is reproduced on the back of the front cover of this Supplement. Economic
Indicators was first published by the Joint Committee on the Economic Report as a committee print in
1048 to provide its members with information on current economic trends and developments in a concise
and graphic form. Knowing that other Members of the Congress, businessmen, farm leaders, labor organiza-
tions, and representatives of the press also sought such information the Joint Committee at the samo time
sponsored legislation which later resulted in authorizing publication on & permanent basis. The materials
for Economic Indicators arc prepared cach month for the Joint Committee on the Economic Report by the
Council of Economic Advisers.

The Committee has always invited suggestions for improving Feonomic Indicators. Improvements have
been made as a result of these suggestions, It is recognized that the materials included must be limited to
thoso series of most gencral use by Members of Congress, exceutive (iovernment agencies, and others. The
Committeo policy has been to carry standard series and relationships without interpretation. Other
publications of the Committee and the exceutive agencies are considered the medium for interpretations
of the data.




Feonomic Indicators currently has a list of nearly 4,000 paid subscribers. It is used widely by schools
and libraries as a reference source and has a circulation of over 200 foreign subscribers, covering all major
nations of the world. The monthly Indicators is sold through the Superintendent of Documents, United
States Government Printing Office, Washington, D. C., price 20 cents per copy; $2 per year; $2.50 foreign.

For this Supplement, the developmental and supervisory work was done by the Committeo stafl.
The descriptions of the series were written by members of the staff of the Office of Statisticel Standards,
Bureau of the Budget. The tables were prepared by Miss Frances James aund the agencies compiling the
original data.

Respectfully submitted.
Grover W. Exsuey, Staff Director.
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THE TOTAL OUTPUT OF THE ECONOMY
THE NATION’S ECONOMIC ACCOUNTS |

Description of series—The Nation’s cconomic
accounts summarize the combined incomes and
expenditures of consumers, business, and Govern-
ment. The accounts are designed to equal, when
totaled, expenditures for gross national production
on the one side and incomes from gross national
production on the other side. Tho statement of
theso accounts represents the results of double-entry
bookkecping—for every dollar of recorded expen‘li-
tures for goods and services there must be a dollar of
recorded income. Thus in the Nation’s economic
accounts, receipts and expenditures add to the same
total. It follows that for any past period if the
receipts of any one of these three categories of the
economy exceeds the expenditures of that category,
this saving will be offset by an excess of expenditures
over receipts in another category or categories.

The consumer account summarizes the detailed
statistics on personal income and consumption shown
in the tables in the Purchasing Power section of
Economic Indicators, particularly the table on Con-
sumer Income, Spending, and Saving. It should
be mnoted that, whereas personal income includes
the income of unincorporated businesses and farms,
only ecxpenditures for consumption purposes are
included in this account, Investiments of both cor-
porate and noncorporate businesses are included in
the business account. Residential construction,
whether for owner occupancy or for rental purposes,
is also included with business investment, while tho
actual or imputed rent of dwellings is included in
consumer expenditure,

In the business account, receipts of business include
the undistributed profits of corporations after ad-
justment for inventory veluation, plus the capital
consumption sllowances of both corporate and non-
corporate enterprises and institutions, and deprecia-
tion on residences. Depreciation allowances must
be added to receipts sinco investment is on a gross
basis, that is, before deduction for depreciation.
Business investment includes additions to plant and
cquipment and inventorics of both corporate and
noncorporate cnterprises, as well as residential
construction.

Government receipts and expenditures are shown
on an incomo and product account basis, rather than
on cither a cash or a conventional budget basis,
€0 as to bo consistent with the receipts and expendi-
ture accounts of the other sectors and with the gross
national product total. Government transfer pay-
ments, such as social security and veterans’ benefits,
and interest chatrges represent income to the recipi-
ents, but are not included in the gross national
product. Therefore, these payments are subtracted
from both receipts and expenditures.

The income and product accounts of the Govern-
ment are on a consolidated basis, just as the eash
accounts are, but they depart from the latter be-
cause of the timing of the items included in each and
becauso of coneeptual differences. The income and
product accounts of the Government are designed
to be in accord with the accrual records maintained
by private business. Thus, business taxes, espe-
cially those on corporate profits, are recorded on an
accrual rather than a collections basis, and Govern-
ment expenditures for goods are corrected for the lag
between deliveries and payments therefor. All capi-
tal transactions, such as receipts from the sale of
Government property and changes in loans and in-
vestments of Government credit agencies, are ex-
cluded from the income and product accounts al-
though such transactions are included in both the
cash and conventional budgets."

Uses and limitations.—A set of economic accounts
for the Nation reduces the voluminous detail of
cconomie activity to understandable proportions by
providing the factual background for seeing in per-
spective tho operations of the major eategories of
the cconomy—-consunier, business, and Govern-
ment—and the interrelationships or transactions
between and among them. A statement of these
accounts serves a number of purposes:

(1) In summarizing the pattern of change in the
cconomy over recent petiods, the statement indicates
what one should look for among the other charts
and tables included in FEeonomic Indicators.

(2) The accounting methodology needed to pre-
pare this statement helps to assure that the various
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estimates such as income, expenditures, savings,
investment in the other charts and tables are
consistent,

(3) It is frequently necessary to project and
evaluate tho likely economic impact of public and
private programs on the economy. The framework
of these accounts enables the expression quanti-
tatively of the combination of such public and
private plans within a framework of the broad
categories of the economy so as to measure incon-
sistencies or imbalances between and among them,
and inconsistencics between and among the assump-
tions upon which these plans are based.

Preparation of a Nation’s economic budget for a
future period, using these accounts, is especially
helpful when Government programs are of such
megnitude and importance that they dominate
changes in the economy; in other words, when Gov-
ernment spending and tax plans are the main forces
making for changes in the cconomy. This type of
analysis is therefore particularly useful in formulating
a stabilization program in periods of war or high
national defense operations. At other times, its
main benefit is in identifying and measuring in-
flationary and deflationary programs of Government

. and private economic groups or individuals and in
pointing out areas in which adjustments are neces-
sary to achieve economic stability and growth.

(4) Another use, related to this last use, is that of
enabling those who must make an actual forecast,
such as business firms, private economists and others,
to check their forecasts as to their consistency in
geveral ways: consistency with past patterns of
fluctations in the total and various segments of the
economy; consistency as between and among the
various assumptions as to income, savings, invest-
ment, prices, and employment that underlie the
forecast.

Certain limitations must be recognized in using
these economic accounts. Needless to say, the
statistics do not throw light on all aspects of the
economy but only broad summary categories and

thus must bo supplemented by tho use of additional
cconomic information, such as that contained in
other parts of Eeonomic Indicators. Also, the data
are national in coverage, hence their trends and
changes must be carefully interpreted and supple-
mented by other data for use in the analysis of re-
gional or individual industry problems. Third, they
do not, of course, provide the assumptions or the
reasons which one should have for explaining or
projecting economic changes; they only provide the
relevant statistical background for intelligent reason-
ing and judgment. Finally, it must bo recognized
that estimates for both receipts and oxpenditures for
some of these categories rest upon data collected for
other purposes, or upon crude or indirect estimates
in cases whers no direct survey is regularly con-
ducted to obtain data. Thus there will be timos
when it will be difficult to interpret the meaning of
some of the changes in the accounts if, at the time,
statistical discrepancies in the accounts which arise
from technical problems in estimating the various
items aro so large that they throw doubt on some of
the movements or the importance of other move-
ments in the accounts.

References.—The estimates included in the Nation’s
economic accounts are all taken from the national
income and product statistics of the Department of
Commerce. The National Income Supplement to the
Survey of Current Business, 1951, has complete statis-
tics from 1929 to 1950, as well as much explanatory
materinl. Revised estimates for 1949-52 can be
found in the Survey of Current Business, July 1953.

See also Technical Notes on the Nation’s Economie
Budget, Appendix A: Report of the Joint Committee on
the Tconomic Report on the January 1962 Keonomie
Report of the President, Senato Report No. 1295, 82d
Congress, 2d session, pp. 99-105, and statistical ma-
terials accompanying the Annual Economic Reviews
prepared by the Council of Economic Advisers for
inclusion with the Economic Report of the President,
1948-53.



The Nation's Economic Accounts

|Billions of dollars}
Consumers Business Government
E £ E £ | sl
- JXCess o . : 7xcess of | tistica
Year Dispos- ansnm_p- Saving | Gross re- , earnings | Receipts Expendi- receipts di;crcp-
¢ tion ex- +) or f Invest- tures for y
able in- pendi- iSsav- tained ment ! l(+) or (l‘css trans+ coods and (+) 3:_- ancy
como tures ing (—) | CATRINGS m;\s‘eszt_—_) ers, ete.) | “gorvices t%f,g:"(_")
1920 82.5 78.8 +3.7 1.9 16. 6 —4.7 9.5 8.5 +1.1 -0.1
1930.... 73.7 70.8 +2.9 9.0 10.9 —-1.9 8.9 9.2 -.3 —. 7
1931, 63. 0 61. 2 +1.8 5.3 5.6 —.2 6, 4 9.2 ~2.8 +1.2
1932.... 47.8 49.2 —1.4 2.7 1.1 +L7 6. 4 8.1 -17 414
1933.... 45,2 46.3 —-1.2 2.7 1.5 +1.2 6.7 8.0 —-1.3 +1.2
1934_... 51. 6 51.9 -2 5.0 3.2 +1.7 7.4 9.8 —2.4 4.9
1035.. 58.0 56.2 418 8.5 6.1 +.4 8.0 9.9 —1.8 -.3 |
1036... 66. 1 62. 5 +3.6 6.7 8.2 —1.6 8.9 1.7 —2.9 +.9 |
1937.... 71.1 67. 1 +3.9 7.9 11. 6 —-3.6 12.3 11.6 +.7 ~10 |
1938 65.5 64. 5 +1.0 8.0 7.4 +.6 11. 3 12.8 —-15 -, 1 |
1039.... 70.2 67. 6 +2.7 86 10. 8 —2.2 11,2 13.1 —-19 +1. 4 |
5.7 72.1 4+3.7 10.7 15. 5 —~4.8 13. 4 13.9 | -.5 +1.6
92.0 82.3 +9.8 1.6 19.5 ~7.9 21. 2 24.7 —-3.5 +1.6
116.7 91. 2 +25. 6 13.9 10.7 +3.2 28. 6 59.7 —3L2 +2.3
132. 4 102. 2 +30. 2 16.3 3.5 +12.8 44.7 88. 8 —43.9 +.9
147.0 111. 6 +35. 4 17.5 5.6 4119 45.2 96. 5 -5 4 +4.0
151. 1 123, 1 +428.0 16.7 9.3 +6. 4 43.6 82.8 —39.2 +4.9
158.9 146. 9 +12.0 15.0 33.3 —18.3 35.6 30.9 +4. 6 +1,7
169. 5 165. 6 +3.9 211 39. 1 —18.0 42. 4 28. 8 +13.7 +.3
188. 4 177. 9 +10.5 29. 1 44.6 —15.5 44.8 36.6 +8 2 —-3.2
187. 2 180. 6 +6.7 30.2 34.0 —~3.8 40.6 43.6 -3.1 +.2
205. 8 194. 6 +11.3 30.3 §0. 2 —20.0 50.3 42.0 +8.3 4.4
225.0 208. 1 +416.9 33.8 58. 8 —25.0 70.0 62.9 +7.1 411
236.0 218.1 +18.9 37. 4 52.3 —14.9 75.1 1.5 —~2.4 +.5

1 Gross private domestic investment and net forelgn investment, 3
1 Exccss of tHe value of the estimated pross natio) al procuct comj uled by the final rroduets wethod over its Inderendently estimated value computed by ad’lg
necessary corce (ual adjustmnts to the national [nexme,  Dlscrepancy shown may differ trom that derlied from income and espenditure items shown in this table

because of rounding.
Source: Department of Commerce,




GROSS NATIONAL PRODUCT

Description of series.—Gross National Product
(often called GNP) ropresents the total national
output of goods and scrvices at current market
prices. It measures this output in terms of the
expenditures by which these goods are acquired.
These oxpenditures are the sum of four major items:

1. Personal consumption expenditures

2. Gross private domestic investment

3. Net foreign investment

4, Governmeont purchases of goods and services

The goods and services included in the GNP are
for the most part those actually bought for final use
in legal markets. There are a number of exceptions,
the most important of which is the rental value of
owner-occupied dwellings.

The GNP scries measures the product attributable
to the factors of production—labor and property—
supplied by residents of continental United States.
For the most part these factors aro located in this
country, but the GNP total also includes earnings
of American employees of the United States Gov-
ernment  stationed abroad, foreign interest and
dividends received by Americans, and the profits
from foreign branches of American business.

“Personal consumption expenditures” is the sum
of money and imputed expenditures made by
consumers (individuals, nonprofit institutions such
as hospitals, ete.) for goods and scrvices. This
series is described below, in the section on Consumer
Income, Spending and Saving (p. 48).

“Giross private domestic investment” consists of
new construction, producers’ duralle equipment,
and changes in business inventories, This component
of GNP is described below, in a separate section
(p. 30).

“Net foreign investment” is the net change in the
international asscts and liabilities of this country
(including our gold stocks) arising out of current
transactions with foreign countries. It is the sum of:
(1) domestic output sold abroad minus United States
purchases of foreign output; (2) cash gifts and con-
tributions received from abroad minus thoso sent
abroad; and (3) production abroad by United States
labor and property minus production in the United
States by foreign-owned labor and property.

“Government purchases of goods and services”
are those made by Federal, Stato, and loca) govern-
ments. They include: (1) net purchases of new
goods (such as school buildings and armaments);
(2) payments for services (principally compensation
for Government employees); (3) gross investment by
Government enterprises; and (4) net Government

A

purchases from abroad and international contribu-
tions, Items which do not represent current pro-
ductive activity—such as transfer payments (e. g.,
social sccurity and veterans’ payments), Govern-
ment interest, subsidies, loans, and other financial
transfers—aro excluded. The GNP series on Gov-
ernment  purchases will differ from expenditures
shown in the Federal Budget, which includes many
of these items, Differences may also arise because
of variation in the time at which expenditures occur
and are recorded.

Statistical procedures.—Hundreds of basic eco-
nomic series are evaluated, adjusted, and combined
in the process of preparing the GNP estimates. For
example, consumer expenditures are estimated for
benchmark years primarily from data in the Censuses
of Business and Manufactures, reports of the De-
partment of Agriculture, Intornal Revenue Service,
and Interstate Commerce Commission, with current
quarterly estimates carried forward by thoe extensive
sample reports of the Census Bureau’s Monthly Re-
port on Retail Trade, sales-tax data, and data from
other sources. Construction activity is estimated
jointly by the Departments of Commerce and Labor
from BLS reports on building permits sccured in
hundreds of cities, special field surveys, and I, W,
Dodge reports on construction contract awards and
related items. Investment in producers’ durable
equipment is estimated for Denchmark years from
Census of Manufactures and related data, with cur-
rent quarterly and annual totals estimated from
sample surveys and sales and financial reports to the
Department of Commerce and other agencies. For
details of the mothods used, reference should be
made to the comprehensive study by the Department
of Commerco, National Income, 1951 edition. ’

Relation to other series—Two other series widely
used as indicators of tho gencral lovel of economic
activity are Nafional Income and the Federal Reserve
Indes of Industrial Production. Gross National Prod-
uct and National Income are compiled from the same
series of accounts, but whercas the former measures
the current value of total output, the latter measures
only the earnings of labor and property which flow
from that output. National Income is the smaller of
the two aggregates because from the current value
of total output are subtracted (1) allowance for
depreciation and similar capital consumption, and
(2) indircet taxes (such as sales and exciso taxos).

The GNP measures total output, whereas the
Federal Reserve Index of Industrial Production
covers only two sections of the economy—manufac-



L

Gross Nationel Product
[Billions of dollars]
Government purchases of goods and services
Personal
Total con- (r;{‘?::c Net Federal
Year national | "tion . |domestic o State
product | expend- ';’r;'ee'slt' ment | Total National GLcss tandl
itures Nationa overn-| local
Total |security 1 Other | “pent
sales

78.8 15.8 08 85 1.3 ® (G T P 7.2

70. 8 10. 2 .7 9.2 1.4 O] [ T PR 7.8

61,2 5.4 .2 9.2 1.5 *) (GO 2 PSR 7.7

49, 2 .9 .2 8.1 1.5 (9) [ T 0.6

46. 3 1.3 .2 8.0 2.0 ) (€3 J (R 59

51.9 2.8 .4 9.8 3.0 ® [ T P, 6.8

56. 2 6.1 -1 9.9 2.9 * [C) N PR, 7.0

62. 5 8.3 —.1 11.7 4.8 (’; [CO TN P 6,9

67. 1 11, 4 .1 11.6 4.6 (? [ T . 7.0

645 6.3 1.1 12.8 5.3 ® (<) S PO 7.5

67. 5 9.9 .0 13.1 5.2 1.3 390 ® 7.9

72,1 13. 9 1.5 13.9 6.2 2.2 4.0 ® 7.8

82. 3 18.3 1.1 247 16. 9 13.8 3.2 ®) 7.8

01.2 10. 9 -2 59. 7 52.0 49, 6 2.7 0.2 7.7
102. 2 5.7 —2.2 88. 6 81.2 80, 4 1.5 .0 7.4
111. 6 7.7 —21 96. 5 84.0 88.6 1.6 1.2 7.5
1231 10. 7 —1.4 82.8 74.8 75. 9 1.0 2.2 8.0
146, 9 28,7 4,0 30. 9 20,9 212 2.5 2.7 10.0
165. 6 30. 2 8.9 28. 06 15. 8 13.3 3.8 1.3 12.8
177.9 2.7 1,9 36. 6 21.0 16. 1 5.6 .6 15.6
180. 6 33.5 . b 43. 6 25. 4 19,3 6.6 .4 18.2
104.6 52.5| —2.3 42.0 22.1 18.5 3.9 .2 19.9
208.1| 586 3| e629| 4L1| 374 4.1 4 21.8
218. 1 52,5 —.2 77.5 54.2 48. 5.8 .5 23.4

1 Includes expenditures for military services, t
tion of the merchant marine, promotion of defense productlon and econontie stabilization, and clvil defense.

dent, January 1853 (p. 165), and Surrey of Current Business, July 1953 (p. 10,
4 Not avatlable,
$ Le<s than $50 willion,
Notz. —Detall will not necessarily add to totals because of rounding.
Quarterly data aro available beglnning with 1939.

Source: Department of Commerce,

)

tures and mining. The products in the GNI series
are final product, whereas the Reserve Board index
includes both final and intermediate product, and
thus may show an increase or decreaso in activity
not yet reflected in flow of final output. Tho
GNP series in current prices combines prico and
volume changes, whereas the Federal Reserve index
measures physical volume,

Uses and limitations,—The GNP total is the most
inclusive monetary measure of trends in the economy
as & whole which is currently estimated. It also
Las high value as an analytic tool, since the move-
ntents of many sectors of the economy, including
the sales of many industries and enterprises, are
quite closely related to changes in the lovel of GNP,

Since GNP is measured in current dollars, the
effects of changes in both tho price level and the
physical volume of output are combined, and move-
ments in the total from quarter to quarter should not
be interpreted as necessarily representing changes in

international security and foreign relations (except forelgn loans}, development and

control of atomic energy, proro”

For further details, sce Economic Report o, the Prasi

the physical quantity of goods and services produced
by the economy. On an annual basis, however, GNP
estimates corrected for price changes (“deflated
GNP") are available which show ehanges in the total
volume of national output. One of the most
important characteristies of the GNP is that changes
in tho total can be analyzed by examination of
changes in its components, notably purchases by
consumers, the.investment of private business, the
expenditures of Government, and the movement of
foreign trade.

References—The quarterly GNT estimates appear
each month in the statistical scction of the Survey of
Current Business. Preliminary annual estimates
appear in the February issue, final estimates in the
July issuc. Statistical data for 1929048, including
measures of deflated GNP, appear in the 1951
National Income Supplement to the Survey of Current
Business; those for 1040-52 appear in the July 1953
issue of the Survey.




'PRICES

CONSUMER PRICES

Description of series.—The Consumer Price Index,
compiled by the Burcau of Labor Statistics, measures
the average change in prices of goods and services
purchased by urban wage earner and salaried clerical
workers’ familics. The goods and services included
in the index are those required to maintain tho level
of living charactoristic of such families in 1952. These
families represent about 64 percent of all people living
in urban places, and about 40 percent of the total
United States population, The index is not specifi-
cally representative of price changes for commodities
and services purchased by farm families, for persons
making purchases in communities of less than 2,500
population, for single persons, or for families living
in urban areas whose purchases are not similar to
those of wage earner and salaried clerical workers’
tamilies, The index is a price barometer; it does
not measure changes in the total amount of money
spent by such urban families for family living.

The index is based upon prices collected on about
300 items in 46 citics. These 300 items were selected
by the Bureau of Labor Statistics as representative
of the thousands of commodities and services pur-
chased in 1950 as reported in a survey of wage earner
and salaried clerical workers’ families in 91 cities.

In each of these 46 cities the Bureau has selected a
list of stores and service cstablishments from which
to collect prices regularly. This list is representative
of the types of outlets in which wage earner and
salaried clerical workers’ families make their pur-
chases, and includes chain stores, independent stores,
department stores, specialty stores and public¢ utili-
ties. Prices are also collected on such items as
physicians’ and dentists’ fees, hospital rates, and
beauty-parlor services. Federal, State, and city
taxes are added to the retail prices for the commodi-
ties on which they are imposed. Automobile taxes
are added; property taxes are included in the cost of
homeownership, and implicitly included in rental
costs. Neither income taxes nor social-security taxes
are included.

" Prices on the 300 items are collected by the use of
specifications limiting the qualities priced to those
representative of the qualities purchased by urban
wage earner and salaried clerical workers’ families in
1952. Revisions in individual specifications are
made from time to time as former descriptions
become obsolete. Prices ars collected in each city
at intervals ranging from once every month to once
every 4 months, Prices for foods, for a few other

oy

important items such as cigarettes and public trans-
portation, and for rents, are collected monthly in
each city. Prices for other goods and services are
collected every month in the 5 largest cities; in the
other 41 citics they are collected every 3 or 4 months,
depending on the size of the city. Pricing of these
other goods and services in these 41 cities is on a
rotating cycle so that several cities of each size group
are priced each month. Between the periodic pricing
periods in a given city, the price change for groups
of these items is cstimated for the purpose of com-
puting the monthly national index.

Prices for practically all of the commodities and
many of the services are collected by personal inter-
view. Monthly rent information and & few other
prices (e. g., streetcar and bus fares, public utility
rates, fuel prices) are collected by mail.

A major reviston of this series was recently com-
pleted, with the revised index introduced as of Jan-
uary 1953. The principal changes were—

1. Change in the list of items priced to reflect
current purchasing habits.

2. Increase in the number of items priced.
Among the important additions to the pricing
list were used cars, home purchase and mainte-
nance, and restaurant meals,

3. Revision and expansion of the list of cities
in which prices were collected so that the index
will reflect price changes affecting wage earner
and clerical workers’ families in all urban areas.

4. Change of the base period of the index
from 1035-39 to 104749,

Tho revised series was linked to the former serios
to provide a continuous index from 1913.

Statistical procedures—The purpose of the index
caleulation is to determine how much more or less it
would cost to purchase the same quantities and
qualities of goods and services in this period than in
an earlier period, The first step in the index calcu-
lation is to compare the current price for each com-
modity or service with the price reported for that
particular commodity or service at the time of the
precéding collection, This percentage change is
then multiplied by the estimated cost of this fixed
quantity of the item in the preceding period.  After
theso calculations have been made for each of the
food items, for example, these estimated costs for
food for the current period are totaled and compared
with the total for the preceding period. This result
measures the averago price change for alt foods, and
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Consumer Prices
[1047-49=100}

All Housing Trans- | Medical |P | Read;ng Othgr
Year items Food - - = Apparel p@rta- eem!;B 0::?: . reacr;ea- g:gds
Total Rent ion tion | services

54.8 57.9 bocecnann 77.4

64.3 66.8 [-cuuv--- 78.8

74.0 74.2 |ocueve-- 85.3

85. 7 100. 2

76. 4 115. 1

71.6 118. 5

72.9 121. 6

73.1 125. 9

75.0 6. 4

75.6 .

74.2

73.3

73.3

71. 4

65.0

58, 4

55.3

57.2

58.7 , .

59. 3 50. 1 3

61. 4 52.1 focacenn- 83.8

60.3 48,4 ... 86. 5

59. 4 471 |oaoaaat 86.6

59.9 47.8 |accmen-n 86. 9

62. 9 52.2 | ..ol 88, 4

69.7 61,3 |aeccnc-- 00. 4

74.0 683 |.ocuoann 90. 3

75.2 67.4 |-ccnennn 00. 6

76.9 68.0 |oeauaen- 90.9 .

83. 4 790.0 {oooo.... 91. 4 83.7 -

95.5 935.9 95.0 04, 4 97. 1 04.0 97,6 95. 5 96. 1
102.8 | 10411 107} 100.7 | 103.5 100.9 | 101.3 | 100.4 100.5
101.8 | 100.0| 103.3 | 105.0 09. 4 104.1} 101.1 | 1041 103. 4
102.8 | 101.2| 106.1 | 108. 8 08. 1 106,01 1011 103.4 105. 2
10| 1261 NZ4| 131} 1069 111.1| 110.5| 106.5 109.7
113.5| 11461 11467 117.9] 1058 117.2 | 111.8] 107.0 115. 4

No1E~~Monthly data are available beginning with January 1913 for “‘all items”

September 1940 for apparel, and January 1047 for all others.
Bource: Department of Labor.

from this the index number of food for that city is
calculated.  Similar calculations are made for
apparel, rent, and for all other groups of items
priced. The United States index is calculated by
combining city totals, Two-fifths of the weight is
carried by the 12 largest cities; one-fifth by the 9
cities selected to represent the 42 cities with popula-
tion of 240,000 to 1,000,000; one-fifth by the 9 cities
gelected to represent the more than 200 cities with
population of 30,000 to 240,000; and one-fifth by the
16 small cities selected to represent the nearly 3,000
towns with population ranging from 2,500 to 30,000.

and food; September 1940-September 1944 and January 1047 to date for rent;

Uses and limitations.—The index measures changes
for only a limited population group: wage earner
and salaried clerical workers’ families living in
urban areas. Other qualities of commodities and
weights would have to be used for other income
groups, for single workers, for retired people, ete.

The “fixed market basket”’ represents the averago
quantitics bought by all wago earner and clerical
workers’ families, and is not necessarily representa-
tive of the purchases made by any single family.
However, the index is a good measure of average
changes in prices for goods and gervices purchased
by an average WAgo earncr or clerical worker's family.
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The city indexes cannot be used to measure the
differences in the levels of prices in the various
cities; they indicate only the difference in the rate
of prico movement. That is, assume the index for
city A is 113 and that for city B is 115. This does
not necessarily mean that prices on the average are
higher in city B than in city A. If prices in city A
were higher than in city B in the base period, the
total cost of the market basket may still be higher
in city A. The indexes do show that prices have
increased more rapidly in city B than in city A since
the base period.

WHOLESALE PRICES

Description of series.—The Wholesale Price Index,
comgiled by the Bureau of Labor Statistics, measures
the general rate and direction of the composite of
price movements in primary markets, and the specific
rates and directions of prico movements for individual
commodities and groups of commodities,

The index is based on price quotations for approxi-
mately 2,000 commodities selected to represent all
commodities sold on primary markets in the United
States, All types of commodities, from raw mate-
terials to fabricated products, are included in the
index. For commodities traded on organized ex-
changes, such as livestock and grains, the quotations
are furnished by the exchanges or other Govern-
ment agencies, or aro taken from published sources,
For some standardized commodities, such as certain
chemicals and specified constructions of cotton gray
goods, quotations are taken from authoritative trade
papers. For the majority of fabricated products,
prices are reported to the Bureau of Labor Statistics
by producers. Prices are quoted at the level of the
first commercial transaction, and, for each com-
modity, the reporter is requested to quote the price
which he charges to the channel of distribution to
which he sells the largest volume of this particular
commodity. Consequently, the majority of the
quotations in the index are producers’ prices, rather
than wholesalers’ prices. The prices relate to a
particular day of the month—usually Tuesday of
the weck containing the 15th.

Initial contacts with manufacturers to solicit their
cooperation in reporting prices on specified com-
modities are made by personal interview; subsequent
price reports are mailed to Washington by the re-
porting firm. Insofar as possible, identical qualities
of the commodities are priced from period to period,
g0 that the index will measure only real price changes,
not any differences due to changes in qualities or
terms of sale,

Y

Although attention is paid to quality changes, no
indox can take complote account of such changes.

References.—The basic release of the index is the
report entitled “Consumer Prico Index,” issued by
the Bureau of Labor Statistics toward the end of the
month following the month to which the figures
relate. A detailed description of the Consumer Price
Index and its uses and limitations is presented in
«The Consumer Price Index, A Short Description of
the Index as Revised, 1953”—a multilith statement
issued by BLS in January 1953; and in an article in
the February 1953 issue of the Aonthly Labor Review.

A rovision of this index was introduced with release
of the January 1952 index. The principal changes
from the old series were—

1. Increase in the commodity coverage—the
number of items priced was increased from
approximately 000 to about 2,000.

2. Change in the basis for weights from aver-
ago sales for 1929-31 to 1947 sales.

3. Change of the base period from 1926 to
1947-49.

4. A modification of the classification system.

The rovised index has been linked to the old series
to provide a continuous index.

Statistical procedures.—The individual price serics
aro combined into the index by multiplying the value
weight assigned each item by its current price rela-
tive, and summing to obtain the current aggregate.
The weights in the index aro based on the total value
of primary market transactions for commodities in
1047, the latest year for which a complete Census of
Manufactures is available. The weights are based
on 1047 data, shifted to a 194749 base (i. e., weights

adjusted by change in item J)rices from 1947 to
1947-49 average). Within product classes, the total

1047 adjusted weight has been split to reflect more
recent or normal conditions. For example, steel
weights reflect increased importance of alloys since
1047. Each commodity prico series in the index has
its own direct weight (i. e., the value of tho sales of
that commodity on primary markets in 1947) plus
an imputed weight for other commodities not priced
for the index, but for which it is known, or assumed,
that prices move like the commodity priced. The
current index is obtained by dividing this aggregato
by the aggregate for the base period. In addition to
the comprehensive index, indexes are reloased each
month for 15 major groups such as farm products
and processed foods, 88 subgroups such as grains
and cotton products, over 200 product classes and
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Wholesale Prices
[1947-49=100}!

Other than
Year All com- Farm Processed |farm products

modities products foods and foods

(industrial)
65.0 55. ¢ 5% 2 7.5
62.0 55. 6 56. 7 67.2
62. 9 59. 2 59. 4 660. 4
6L 9 58 6 58. 5 65.5
56. 1 40,3 53.3 60. 9
474 36. 2 14.8 53.6
42.1 26. 9 36. 5 50. 2
42.8 287 36.3 60.9
4817 36.5 42. 6 56. 0
52.0 44.0 52.1 55.7
52. 5 45. 2 50. 1 56. 9
56. 1 48.3 52. 4 61.0
51,1 383 45. 6 58. 4
50.1 36. 5 43.3 581
51.1 31.8 43.6 59. 4
56. 8 48.0 50.5 63.7
64.2 59. 2 59,1 68 3
87.0 68. 5 61. 6 69.3
67.6 68 9 60. 4 70. 4
68.8 71.6 60. 8 71.3
8.7 83.2 77.6 78.3
90. 4 100. 0 98. 2 05. 3
104, 4 107. 3 106. 1 103. 4
a9. 2 92.8 05.7 101. 3
103. 1 07.5 09.8 105.0
114.8 113. 4 111. 4 115. 9
111.6 107.0 108. 8 113.2

1 This does not repl
December 195% represent the revised sunl\le and the 1017-49 weiﬂllmg patlern,
former Index.  The only officlal index up to and Including Decem

Norr.—Monthly data are available beginning with 1826,
Source: Department of Labor.

most of tho individual series. In addition. 16 special
group indexes (e. g, building materials) are regularly
published.

Each week the Bureau publishes an index based on
that week’s prices for a small sample (about 200) of
the commodities included in the monthly index, and
on an estimate of the prices for all other commodities.

Uses and limitations.—The index is based for tho
most part on producers’ prices; therefore, it cannot
be used as & mensuro of prico change at the wholesale
market level,

A comparison of the movement of the subgroud
indexes of the Wholesale Price Index and the Con-
sumer Price Index cannot be used as a measure of
the change in retailers’ margins for the specified
groups of commodities mainly because the two in-
doxes are based on different weighting patterns, and
the lists of commodities priced are not identical.

The index is designed to measure ‘“pure’ price

\lace the former index (1926=100) 58 the officlal index of primary market prices priof to January 1952, These data fro January 1947 through

Price 1o Januaty 1917 they nre tused on the nronth to month movement of 1

r 1951 i3 the former monthly indey (19%i= 100).

changes; that is, changes which are not oceasioned
by changes in quality, quantity, terms of sale, ete.
Therefore, it cannot be used as a measuro of changes
in manufacturers’ average vealized prices which are
affected by product mix and terms of sale as well as
by price niovements.

An individual price series (in contrast to the price
indexes) relates to a single quality and is selected to
represent the prico movement of the commuodity and
is not necessarily the average price of all qualitics of
the commodity.

References—The basic release of the index is the
report entitled “Wholesale (Primary Market) Price
Index,” issued by the Bureau of Labor Statistics
during the second week of the month following the
month to which the figures relate. A dectailed de-
scription of the index and its uses and limitations is
presented in the February 1052 Monthly Labor
Review and issued as Reprint No. R. 2007.




PRICES RECEIVED AND PAID BY
Parity Index

Description of series—The Department of Agri-
culture Parity Index, computed by the Agricultural
Marketing Service (AMS),! measures the changes in
prices being paid by farmers for a list of commodities
and services used in family living and farm produc-
tion. The index is composed of five major parts.
The series on prices paid for commodities and serv-
ices used in family living accounts for 44.0 percent
of the total weight; commoditics and services used
in farm production, 41.2 percent; interest on in-
debtedness secured by farm mortgages, 3.0 percent;
taxes on farm real estate, 3.8 percent; and rates of
wages paid hired farm labor, 8.0 percent.

Altogether 344 price series in addition to interest
on farm mortgage debt, taxes on farm real estate,
and wage rates are currently included in the Parity
Index. Forty-two of the price scrics are used in
both, the Family Living and Production Indexes.
The Family Living Index includes 194 items and
the Production Index 192 items.

Prices for most commoditics are collected quar-
terly from independent stores and monthly from
chain stores. Prior to March 1953 the index was
based on independent store prices only, but since
that date combined (independent and chain) price
geries have been used. The index changes in the
interquarterly months are determined largely by
changes in chain store prices.

Changes in average costs of electricity and tele-
phone services are based upon an annual survey of
20,000 farmers. Data on interest charges are de-
veloped annually on the basis of data obtained from
the Bureau of the Census, special surveys, and lend-
ing agencies, The tax series is developed annually
from data obtained from the Bureau of the Census
and special surveys. The wage-rate series is based
on returns from quarterly mail surveys to farmers.
The index was revised with the releaso of the Janu-
ary 1050 serics. ‘The principal differences between
the old and revised series are—

1. Cash wage rates paid to hired farm labor
were added to the index.

2. A weighting pattern based on farmers’
purchasing habits during the 1937-41 period
was adopted.

3. The number of items included in the index
was increased.

Statistical procedures.~—Independent dealers mail
their price reports to the AMS State offices where

1 Under the reorgaal of the Depar t of Agricuiture which becsme
effective on November 2, 1983, most statlstical functions of the former Buresu of
Agricuitural 1c8 were d 1o the Agr 1 Marketing Service.

FARMERS

averaze prices for the State are calculated for each
item. Chain store prices for many items are reported
dircctly to tho Washington office where they are
combined with tho appropriate State averages based
on independent store prices. These averages aro
then combined into national averages by weighting
cach Stato average by the cstimate of the amount of
that commodity purchased by farmers in the desig-
nated State. These estimates of purchases are based
upon census reports and other available information.

Subgroup indexes are computed for 15 types of
expenditures, such as food and tobacco, clothing,
farm machinery, and livestock. The 6 subgroup
indexes relating to expenditures for family living are
combined into 1 index, and the 9 subgroups relating
to expenditures required for producing farm products
are combined into another index, These two group
indexes are combined with the indexes for wage rates,
interest, and taxes to form the Parity Index.

Relation to other serics.—The movement of retail
prices as they affect farmers is frequently compared
with that relating to urban workers by comparing
the movement of the Consumer Price Index with
that of tho Index of Prices Paid by Farmers for
Family Living. Although the movement of the two
indexes in some periods has been quite similar, there
aro important differences between the indexes which
account for differences in movements in other periods.
Some of the principal differences are:

1. The commodity coverage of the two indexes is
not the same and the weights used for individual
commodities differ because one index is based on the
urban family pattern of purchases, the other on the
farm family pattern, '

2. All expenses for commodities and services pur-
chased by urban families aro represented in tho Con-
sumer Price Index (CPI). On the other hand, cer-
tain types of expenses are not represented in the
Index of Prices Paid by Farmers for Family Living.
For example, medical expenses are not included; nor
are residential rents, since few farmers rent homes
other than those that are rented with the farm. Al
costs of homeownership, including purchase, repairs
and maintenance, and insurance are represented in
the CPI; only costs of building materials for houses
are ropresented in the farm family-living index.
Services carry a relatively heavy weight in the CPI;
only telephone and electricity costs are represented
in the farm family-living index.

3. The Consumer Price Index measures price
changes only; the Index of Prices Paid by Farmers
for Family Living reflects differences occasioned by



Prices Reeeived and Paid by Farmers
[1810-14=100]

Prices paid for items Parity index

used in (prices paid, Prices :

Year interest, received by | Parity ratio?
taxes, and farmers
Living Production wage rates)

9 97 07 103 106
09 08 08 95 97
100 102 101 99 08
100 101 101 101 100
102 102 103 102 99
104 104 105 99 04
115 115 116 119 103
143 156 148 178 120
170 180 173 206 119
202 195 197 218 111
228 195 214 212 99
164 128 155 124 80
153 127 151 131 87
156 138 159 142 89
156 140 160 143 89
161 145 164 156 95
158 141 160 146 o1
155 141 159 141 89
156 148 162 149 92
154 146 160 148 92
144 135 151 125 83
124 113 130 7 87
106 99 112 65 58
108 99 109 70 64
122 114 120 90 75
124 122 124 109 88
124 122 124 114 92
128 132 131 122 93
122 122 124 97 78
120 121 123 95 77
121 123 124 100 81
130 130 133 123 92
149 148 152 158 104
166 164 171 1192 .1
175 173 182 3106 108
182 176 100 1206 108
202 101 208 1234 112
2317 224 210 275 115
251 250 260 285 110
243 238 251 219 09
246 246 256 256 100
268 2713 282 302 107
271 274 287 288 100

¥ Ratho of index of prices recelved hy farmers to parity index.
9 Includes warlime subsidy payments pald on beef cattle, sheep, 1ambs, milk, and butterfat between October 1943 and June 146,

Note —Monthiy data are avallable beginning with January 1910 for the [ndex of prices received by tarmers and beginnlng with January 1037 foz the other Indexes
8ource: Department of Agriculture.

differences in qualities purchased in various periods,
as well as price changes,

purchase botter quality merchandise the indox will
rise because of this trading up; conversely, the pur-

Uses and limitations.—The index is designed to
measuro prices for the qualities of tho commodities
being purchased currently by farmers; therefore, the
movement of the index may be nffected by changes in
qualities which farmers purchase as they adjust to
changing income levels or to changes in qualitics
commonly stocked by merchants.  That is, if farmers

€ SRR e e S Mt

chase of poorer quality merchandise will depress the
index. Therefore, the use of the index as a measure
of pure prico movements—that is, of differences not
occasioned by changes in qualities or terms of salo—
is limited.

References.—Sce below under “Prices Reccived by
Farmens.”
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Prices Received by Farmers

Description of series—The Index of Prices Re-
ceived by Farnlers computed by the Agricultural
Marketing Service is a measure of the change in
nverage prices of farm products from mionth to
month. It covers the period from January 1910 to
date. It is based on average prices received for all
grades and qualities of the important agricultural
commodities at the point of first sale, which generally
is the local market, The base period is January 1810
to December 1914, as required by law.

The price data used in constructing the index are
‘obtained chiefly by mail on & voluntary basis from
buyers of farm products (such as country mills and
elovators, creameries and milk stations, cooperative
marketing organizations, and local dealers) and other
persons with & knowledge of farm product prices
(such as local bankers and well-informed farmers).
In recent years reports have been received each
month from approximately 10,000 such reporters.

The index is based on prices for about 50 commodi-
ties which account for approximately 95 percent of
the total cash receipts from marketings of all farm
commodities. In addition to the over-all index for
tgll farm products,” indexes aro prepared for “all
crops,”’ for “livestock and livestock products,”
and for 13 subgroups. Four of these subgroup
indexes—fruit, truck crops, dairy products, and
poultry an. eggs—are published also on & seasonally
‘adjusted basis.

Statistical procedures.—The index is basically of the
weighted aggregative type. In combining the United
States average prices for individual commodities into
subgroup indexes, weights based on average quanti-
ties sold during 1037-41 are used. The subgroup in-
dexes are then converted to a 1910-14 base.

In combining subgroup indexes into group and all-
commodity indexes, the index numnbers are weighted
by the percentage which cash receipts from market-
ings for the particular commodity subgroups bear to
the total for the same period-—1937-41.

A number of revisions have been made in the
index series from time to time. Mainly they have
involved revisions in basic price series or changes in
weights. The rost recent major rovision was made
as of January 1960, This revision resulted in changes
which put the index on & basis more consistent with
that for tho Parity Index (the Index of Prices Paid
by Farmers, Including Interest, Taxes, and Wage
Rates), improved the weighting structure, and made
minor changes in commodity coverage.

Relation to other geries—This index should not be
confused with the farm product component of the
Wholesale Price Index. There are significant dif-

forences. Theindex described here measures changes
in prices at the point of first sale, whereas the Whole-
sale Price Index measures them in selected central
markets. This series is based on average prices forall
of & given commodity rather than prices of specific
grades or qualities, as is the Wholesale Price Index.
Furthermore, commodities traded among farmers
never enter into wholesale trade. Finally, there are
differences in the weights and base periods used in
the two indexes.

Uses and limitations—The index is widely used as
the best measure of changes in average prices received
by farmers for commodities sold in local markots. It
is used in the computation of adjusted base-period
prices, which are needed in calculating parity prices
under the “new” formula prescribed by the Agri-
cultural Adjustment Act of 1938, as amended. Itis
also used in computing the “Parity ratio” (the ratio
of the Index of Prices Reccived by Farmers to the
Parity Index), to measure whether prices farmers
receive for farm products are on the average higher
or lower in relation to prices farmers pay for goods
and services than they were in the base period,
1910-14.

The Index of Prices Received by Farmers is not a
pure price index in the sense of measuring changes in
prices alone. It measures changes in arerage prices
for all grades and qualities of a given commodity
rather than changes in prices of specific grades.
Consequently, changes in the index may result from
price changes for specific grades of a commodity or
for all grades, from changes in tho relative quantities
of various grades, or from a combination of these.

As slready noted, the index is based on com-
modities accounting for about 95 percent of the total
value of all commoditics ‘farmers have to sell.
Timber and other forest products, greenhouse prod-
ucts, and a number of miscellaneous and minor
commuodities are omitted for lack of adequate market-
ing and price data. These omissions are not sig-
nificant with respect to the index as a whole.

References.—The Parity Index and the Index of
Prices Received by Farmers are published monthly
by the Agricultural Marketing Service in Agri-
cultural Prices. Historical data appear in the
Department of Agriculture's annual publications,
Agricultural Statistics and Crops and Markets. A de-
tailed description of the prico scries is included in
The Agricullural Estimating and Reporting Services
of the Unilted States Department of Agriculture, Miscel-
lancous Publication No. 703 of the Department of
Agriculture. A semitechnical explanation of the
most recent major rovisions is availablo in the April
10560 issue of Agricultural Economics Research, pub-
lished by the Department of Agriculture.
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Stock Prices
(Weakly average; 1939=100]
Manufacturing Trade,
Composit. Transpor- g finance
Year indox ! ¥ Durabl Nond tation Utilities | 214 serv- Mining
Total raole oncurs ice
goods | able goods

100.0 100. 0 100.0 100.0 100.0 100. 0 100.0 100.0

04. 2 93. 4 92. 5 04.2 99.2 99.9 60, 4 76.6

85.7 84.8 81.6 88.0 96. 5 89.1 82.0 711

74.9 75.5 3.7 77.2 90. 8 69.8 71.3 59.7

99. 2 09.1 94.7 103. 5 125. 1 90. 56 101.0 83.5
108.1 106. 9 104. 7 109. 2 140. 8 99.0 117.3 93.3

131. 2 129.0 129.0 129.2 190. 0 112.9 149, 3 114.3

149. 4 146. 6 138. 6 154. 5 202. 4 121.0 204. 3 125. 5
130.9 132. 4 119. 9 144.6 149. 1 105. 5 162. 8 117.2
132.7 136. 8 124.3 148.6 168. 1 99.3 1566, 9 133.0
127.7 132.1 116.0 147.2 136. 0 98.1 160, 7 120.4

164. 1 165. 7 150.2 180. 2 160. 0 108.9 183. 8 143. 5

184. 9 206. 8 178.5 233.1 169.0 112. 6 207. 9 204.9
195.0 220. 2 188. 8 249.3 220. 6 117.9 205. 8 275.7

U Includes 265 common stocks, distributed as follows: 14 for mining, 8 for durable goods manufacturing, 72 for durable goods facturing, 21 for

transpottation, 28 for utilities, and 42 for trade, finance, and service,
Norx.—Monthly and weekly dsta are avallable beglaning with 1639,
Source: Sccuritles and Exchango Commission.

STOCK PRICES

Description of series.—These indexes measuro
average price movement of 265 of the moro active
common stocks listed on the New York Stock
Exchange. The stocks, classified in Eeonomic Indi-
cators only by broad categories, are also classified in
the basic releases under 29 selected industry groups.
These groups and the individual stocks in them
wero sclected on the basis of common-stock trading
activity on the Exchange in 1949. The selected
groups correspond in general to classifications in the
Standard Industrial Classification. The stocks thus
selected from a total of approximately 1,000 listed
common stocks accounted for about 70 percent of the
value of common-stock trading activity on the New
York Stock Exchange in 1949,

The prices reflected in the indexces are for the last
sales of the respective stocks during the week as
reported in the financial press.

Statistical procedures.—The index for each of the
20 industry groups measures tho total current market
value of the included issues (i. o., number of shares
outstanding times price) as a percentage of their
total market value in 1939 (computed as an averago
of 52 weekly figures). Each specific industry is
weighted in the larger aggregates according to the
value of the sclectod issues, and not nccessarily
according to the value of all listed issues in the
industry.

When the number of outstanding shares of an

issue is changed an adjustment of the index is made
only if such change involves a change in the invested
capital. The buse value of the issue is then revised
in the ratio of the new to the old capitalization so
that the index will reflect only price movement.

Uses and limitations.—This is the only stock-price
index issued by the Federsl Government. It is a
moderately sensitive weekly index presented in terms
of categorics roughly comparable with the Standard
Industrial Classification—a feature which facilitates
uso in conjunction with other series so presented.

Tho indexes will not necessarily reflect weekly
price movements of stocks not listed on the New
York Stock Exchange, of the less active stocks so
listed, or of those from industries excluded from the
sample because of low volume of trading activity.
This selectivity of industrics should be borne in mind
when using tho indexes for the broader industrial
categorics presented in Eeonomic Indicators.

References—The SEC data sro first published in
a release issued cach Monday entitled “SEC Indexes
of Weekly Closing Prices of Common Stocks on the
New York Stock Exchange,” showing data for the
2 provious weeks, with percent change. The monthly
SEC Statistical Bulletin shows price and change data
for the 4 or 5 latest weeks. Data back to 1939 are
available on request. A release entitled “Computa-
tion of SEC Index,” which includes a list of the
selected stocks, may be obtained from SEC.
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EMPLOYMENT AND WAGES

CIVILIAN LABOR FORCE

Description of series—Each month the Census
Bureau publishes estimates of the civilian labor
force—that is, all persons at work or holding a job
and persons who are secking work. In addition to
the overall figures on employment and unemploy-
ment, subgroupings of the data are presented to make
clear changes in the labor-force activity of various
types of persons. Employed persons are classified
by age and sex, by whether they are engaged in agri-
cultural or nonagricultural pursuits, by broad occu-
pational groupings and by number of hours worked
during the week. In addition to age and sex, dura-
tion of unemployment is shown for the unemployed.

The estimates are obtained by means of a samplo
survey of houscholds, representing all persons in the
continental United States except those living in insti-
tutions (such as prisons or homes for the aged). On
the basis of responses to the census interviewers, all
persons 14 years and over in the sample households
are classified as employed, unemployed or not in the
labor force for the calendar week including the 8th of
the month.

Counted as employed are all persons who, during
tho survey week, were either (a) “At work”’—those
who did any work for pay or profit, or those who
worked without pay for 15 hours or more on a family
farm or business; or () “With & job but not at
work"”—those who did not work and were not looking
for work but had a job or business from which they
were temporarily absent because of vacation, ill-
ness, industrial dispute, bad weather, or layoff with
definite instructions to return within 30 days of
layoff. Also included are persons who had new jobs
to which they were scheduled to report within 30
days.

Included as unemployed are those persons who did
not work at all during the survey weck and who were
looking for work. Also included as unemployed are
persons who would have been looking for work except
that (a) they were temporarily ill, (b) they expected
to return to & job from which they had been laid
off for an indefinito period, or {¢) they believed no
work was available in their line of work or in the
community,

The sum of the employed and the unemployed
provides the civilian labor force. All other civilians
14 years of age and over are classified as “not in
the labor force” (housewives, students, retired or
disabled persons, those doing less than 15 hours of
unpaid family work, and the voluntarily idle).

The sample survey was started in March 1940.
Prior to that date there was no direct enumeration
of the labor force. The cstimates shown for 1939
and earlier years have since been prepared by the
Bureau of Labor Statistics, using the same concepts
as those employed by the Census Bureau, and what-
ever information was available—primarily the 1930
and 1940 Censuses of Population, and employment
trends from BLS and BAE series for intervening
years. ’

Since tho sample survey was instituted in 1940,
two rovisions have been made in the series. In
Novembor 1943 an improved sample design was
introduced and tho cstimates were revised back to
1040 using the 1940 Census of Population figures as
a benchmark for that date. In July 1945 a new
schedule was used which resulted in a more nearly
complete count of employed persons; the estimates
wero again revised back to 1940 to take account of
the change in interviewing procedure.

Statistical procedures.—National estimates are pre-
pared by inftating the sample results to independent
estimates of the population by sex, color, and age
groups. The population estimates are obtained by
bringing Census of Population figures up to date by
adding births and net immigration and subtracting
deaths. Starting in January 1953, materials from
the 1950 Census of Population were used in preparing
the estimates. Therefore, the figures from January
1053 on are not exactly comparable with those for prior
months, A further change jn estimating procedures
in September 1953 affected somewhat tho figures for
agricultural employment. ‘

In order to improve the reliability of the sample
without increasing its size, the Census Burcau is
now engaged in spreading tho sample of 25,000
households among 230 areas instead of 68 as in the
past. Figures based on the new samplo design will
become available early in 1954.

Relation {o other series.—The Census Bureau's esti-
malés of employment, obtained from a sample of
hougeholds, differ in & number of respects from csti-
mates of employment prepared from reports of em-
ploying establishments and based on payroll records,
such as tho Bureau of Labor Statistics current non-
agricultural employment series and the Department
of Agriculture estimates of farm employment.
Because of sampling variability, changes in the
various serics may not always be consistent. Tho
census estimates provide information on the work
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Civilian labor force

Civilian labor force
TfO'Bl ‘?‘hul
orce (in-
A Employment ? Unemploy-
‘:‘r'g'e"(} Unem- || ment as pgr-
Year forces) ! Total ploy- cent of total
Total Agricul- | Nonagri- ment civilian
tural cultural labor force
Thousands of persons 14 years of age and over
1020. cerecacnsoonmmeancamsmennmans 49, 440 49, 180 47, 630 10, 450 37,180 1, 550 3.2
49, 820 45, 480 10, 340 35, 140 4,340 8.7
50, 420 42, 400 10, 290 32, 110 8, 020 15.9
51, 000 38, 940 10, 170 28, 770 12, 060 23. 6
51, 500 38, 760 10, 090 28, 670 12, 830 24.9
52, 230 40, 890 9, 600 30, 9 11, 340 21,7
52, 870 42, 260 10, 110 32, 150 10, 610 20. 1
53, 440 44, 410 10, 000 34,410 9, 030 16.9
54, 000 46, 300 9, 820 36, 480 7,700 14.3
54,610 44, 220 9, 690 34, 530 10, 390 10.0
55,230 45, 750 9,010 36, 140 , 480 17.2
65, 640 47, 520 9, 540 37, 980 8,120 14.6
65, 910 80, 350 9, 100 41,250 5, 560 9.9
56,410 83, 750 9, 250 44, 500 2, 660 4.7
55, 540 54,470 9, 080 45, 390 1,070 1.9
54, 630 63, 960 8, 950 45,010 670 1.2
63, 860 52, 820 8, 580 44,240 1,040 1.9
57, 520 55, 250 8, 320 46, 930 2,270 3.9
60, 168 58, 027 8, 266 49, 761 2, 142 3.6
61,442 59, 378 7,973 51,405 2, 004 3.4
62, 105 68, 710 8 026 50, 634 3, 395 5.5
63, 099 59, 957 7,507 52,450 3, 142 5.0
62, 884 81, 005 7,054 53,951 1,879 30
62, 066 61,293 6, 805 54, 4 1,673 2.7

1 Data for 1940-52 excluds about 130,000 members of the armed forces who were outslde the continental United States [n 1040 and who were therefore not enumerated
tn the 1040 census. This Ogure Is deducted b{lhe Census Burcau from {ts current estimates for compansbility with 1940 data.

# Includes part-time workers and those w
putes.

Nore.~Monthly data ate avatlable beginning with March 1940,

o had Jobs but weze nol at work for such reasons a8 vacation, illness, bad weather, ternporary 1ay-off, and Industrial

Bources: Department of Labor (1920-39) and Depactment of Cotamerce (1940-32),

status of the population: persons employed at more
than one job, cither because they hold more than
one job concurrently or because they changed
jobs during the survey week, are counted only once
by the census and are classified according to the job
at which they work the greatest number of hours
during the week. Estimates based on reports from
busincss establishments and farms, on the other
hand, count persons who work for more than one
cstablishment as many times as the number of
different payrolls on which their names appear.
The census estimates relate to all types of workers,
including domestic service workers, unpaid family
workers (working 15 hours or more during the week)
and self-employed persons. groups which aro gen-
erally excluded from employment series based on
cstablishment reports. On the other hand, the
census excludes workers less than 14 years of age

e e e e e

whereas the payroll-based series have no age ex-
clusions. An additional difference arises from the
fact that persons with & job but not at work are in-
cluded with the employed in the census estimates,
whereas only part of this group (those receiving pay
while away from work) aroe likely to be included in
the BLS cstimates. Finally., the census estimates
relate to the calendar week including the 8th of the
month, the BLS figures relate to the payroll period
ending nearest tho 15th of the month and farmers
report to the Department of Agriculture for a week
ending near the end of the month.

For a number of reasous, the unemployment esti-
mates of the Burcau of the Census are not directly
comparable with statisties derived from unemploy-
ment insurance operations. In the first place, some
unemployved persons are not eligible for unemploy-
ment insurance, particularly young persons lookinz

15




for their first jobs, domestic servants, ex-government
workers, agricultural workers, and persons who lost
their jobs in firms too small to be covered by the
various State unemployment insurance laws. Unem-
ployed persons who have already received the bene-
fits to which they are currently entitled are not
included in the unemployment insurance claims
figures. Also, the qualifications for drawing unem-
ployment insurance differ from the definition of
unemployment used by the Census Bureau, For
example, persons with a job but not at work and
persons working only a few hours during the week
are sometimes eligible for unemployment insurance,
but are classified by the Census Bureau as employed.
Furthermore, some persons may be reported to the
Census Bureau as not looking for work even though
they may be registered at public employment offices,
consider themselves available for jobs and be eligible
for unemployment insurance,

Uses and limitations.—One of the chief advantages
of the census labor force, employment and unem-
ployment estimates is that they provide the only
comprehensive figures covering the employment
status of the whole population. The data are col-
lected monthly and published promptly. The esti-
mates of unemployment, in particular, are used as &
current indicator of the general health of the economy.

Another advantage of the household enumeration
method of obtaining labor force information is the
possibility of relating work status to other personal
and family characteristics. In addition to broad
occupation and industry groups, classifications can
be made by sox, age, and color, by marital status and
number of children. For example, changes in the
employment of married women, and of married
women with small children, can be studied. By ask-
jng supplementary questions from time to time other
information concerning the family can be simjlarly
estimated, such as family incomes and the amount of
migration duripg the course of & year. All these
analyses throw light on the changing size and com-

osition of the labor force.

It should be noted that in the classification used,
anyone who did any work for pay during the survey
week (or did 15 or more hours of unpaid work in &
family enterprise) is counted as employed. Also
counted as employed are those who did not work nor
Jook for work but who had definite jobs waiting for
them. (The numbers in these groups are shown
separately in census releases.) Thus the survey
indicates roughly the total demand for jobs: The
pumber of persons who have jobs (the employed)
and the number seeking jobs (the unemployed). To

—_—-—-—-T

understand current trends, the summary figures need
to be supplemented by the detailed data. The
information provided regularly on hours worked
chows the number of full-time and part-time em-
ployed. From time to time additional information
is provided on the extent of voluntary and involun-
tary part-time employment, and the amount of
underemployment arising from economic causes.
Similarly, information on changes in the duration
of unemployment adds meaning to the total count
of unemployment.

Since the estimates are prepared from & small
sample, the user should not attach significance to
very small monthly changes. A table showing the
sampling reliability of the estimates is regularly
published in the census releases.

The user should also keep in mind that the infor-
mation is collected by personal interviow, usually
with the housewife. She may not, in some cases,
have exact knowledge for all members of the house-
hold. For this reason, as well as because of the
relatively small size of the sample, only broad occupa-
tional and industry groupings of the data are pub-
lished. Finally, the measurement of unemployment
is in some cases difficult, sinco it depends in part on
the attitude of the person interviewed. The classi-
fication of a person as unemployed has been made as
objective as possible, by using the criterion of “look-
ing for work,” but no method has been as yet devel-
oped which will insure consistent reporting of ac-
tivity month after month. Some marginal (usually
very small) groups may be reported as unemployed
in some circumstances whereas they would be re-
ported as not in the labor force in others, Most of
these problems of measurement affect persons whose
attachment to the labor forco is casual or inter-
mittent, especially married women and youths still
in school looking for part-time jobs.

References.—Tho regular monthly estimates of the
civilian labor force are published by the Bureau of
the Census in The Monthly Report on the Labor Force
(Current Population Reports, Series P-57), which
includes also descriptions of the data and an indication
of the reliability of tho estimates. Annual summa-
ries and supplementary informaation on part-time
workers, income, migration, ete., are published in
special labor-force reports (Current Population Re-
ports, Series P-50).

The techniques used in preparing the estimates for
the earlier years are described in “Labor Force, Em-
ployment, and Unemployment, 1929-39: Estimating
Maethods,” which appeared in the July 1048 issue of
the Labor Department’s Monthly Labor Review.
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Nonagricultural Employment
[{Thousands of wage and salary workers ']

Manufacturing Govern- | Transpor-
Contract | Wholesate ! Finance, ment tation
Year Non- construc- | and retail | service, (Federal, and -Mining
Total Durable | 4urable tion trade ete. State, publie
goods goods local) utilities
10, 5234 O} ® 1,021 4, 664 3, 104 2,671 3,711 1,124
10, 534 Q] ® 848 4,623 3,252 2, 603 3,998 1,230
8, ’g ’g 1,012 4,764 3, 284 2, 531 3, 459 953
8, 9¢6 3 3 1,185 5, 084 3,347 2, 542 3, 505 920
10, 165 ] Q) 1, 229 5, 404 3, 554 2,011 3,882 1,203
, 523 ® [Q] 1,321 B, 626 3,679 2,128 3, 806 1,092
9,786 (O] ® 1, 446 5,810 3,757 2, 802 3, 824 1,080
9, 997 Q] [Q) 1, 555 6,033 3, 990 2, 848 3,940 1,178
9, (*) 1) 1, 8, 165 4,168 2,917 3, 891 1, 105
9, 786 ® ® 1, 606 6, 137 4,322 2, 996 3, 822 1,041
10, 534 @ Q] 1, 497 6, 401 4, 558 3,066 3, 907 1,078
9, 401 (4] é’) 1,372 6, 064 4,482 3,149 3,675 1,000
8, 021 8 Q] 1,214 5, 631 4,246 3, 264 s 864
8,797 : 2’) 9 4, 3, 952 3,225 2, 804 722
7,258 (* Q) 809 4,999 3,839 3,167 2, 659 735
8, 346 ¢ Q] 862 5, 552 4,031 3,208 2,736 874
8, 907 ?; 1) 012 6, 692 4,145 3, 477 2,771 888
9,653 ! 3] 1,145 6,076 4,373 3, 662 2,950 937
10, 606 8 Y; 1,112 8, 4, 688 3,749 3,114 1,006
, 253 3 g 1,055 6, 453 4, 543 , 87 2, 840 882
10,078 4,683 b, 394 1,150 6, 612 4,703 3,987 2,912 845
10,780 5,337 5, 443 1,204 6, 9040 4, 896 4,102 3,013 916
12, 074 6, 045 6, 028 1,790 7, 416 5,167 4,622 3,248 047
15,051 804 6, 247 2,170 7,333 5,207 5,431 3,433 983
17,381 11,077 6, 304 1,567 7,189 5,320 6,049 « 3,619 917
17,111 0, 858 6, 253 1,094 7, 260 5, 308 6,026 , 798 883
15,302 9,079 6, 222 1,132 7, 522 5, 449 5, 967 3,872 826
' 7,739 6,722 1,661 8, 602 8, 207 5, 607 4,023 852
18, 200 8,372 8,018 1,082 9, 106 6, 448 b, 456 4,122 943
15, 321 8,312 7,010 2,169 9,519 6, 636 5, 614 4, 141 982
14,178 7,473 8, 705 2,165 9, 513 6,738 5, 837 3,949 918
14, 967 8,085 6, 882 2,333 9, 645 6,894 5,992 3, 977 889
16, 082 9,071 7,011 2, 688 10, 013 7,088 8,373 4,166 913
16, 209 9,262 6, 946 2,672 10, 261 7,237 6,633 4,2 872
. . X s vh
dmfn?%l‘??é’e?ﬁ?d”' e aaroll AprES, Tods Stnor z%‘:%m%J?“%&?ﬁ%:?ﬁr?éﬂe’eé‘rﬁf‘m‘é‘n%;{ ﬁ“&“ﬁ?ﬁ%‘&‘i‘:’h&%‘:&.ﬁ&‘#ﬂ
sonuel of the ulgos foroas, Total derived from this tabla not comparable with estimates of nonagricultural emg}oyment of the civillan-1abor foroe reported by the
Department of Commeros (p. 1) which include proprietors, seif-employed persons, and ‘domastic servants; which count persons as employed when they are not at
;gb]beeambhmm t:‘ Industrial disputes; and which are based on an enumeration qf population, whereas Lho estimates in ths table are based on reports frot employing
g 1 Not avatlable. ‘
Notr.—~Monthly data sre avallsble egipning with January 1639,
l Source: Department of Labor.
{
1
!
|
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NONAGRICULTURAL EMPLOYMENT—SELECTED INDUSTRIES

(Table on p. 17.)

Description of series—Current monthly series on
employment in nonagricultural establishments, with
related information on hours and earnings (sce
below), are prepared by the Bureau of Labor Sta-
tistice. Employment estimates are published for
more than 200 separate industry groups and sub-
groups as well as 8 major industry divisions
(manufacturing, mining, trade, etc.). In addition,
employment indexes for more than 150 specific
industries are published monthly, and estimates of
women employed in manufacturing industries are
available quarterly.

Employment figures represent the total number
of persons employed in nonagricultural establish-
ments in the continental United States during &
specified payroll period which (for all industries
except Government) is that ending nearest the 15th
of the month. Employed persons include all those
who worked during or received pay for any part of
the payroll period, including part-time as well as
full-time, temporary as well as permanent, em-
ployees. Workers on an establishment’s payroll who
are on paid sick leave, paid holiday or paid vacation,
or who work & part of a specified pay period and are
unemployed or on strike during the other part are
considered employed. Persons on the payroll of
more than one establishment during the pay period
are counted each time reported. On the other hand,
persons are not considered employed who are laid
off, on leave without pay, or on strike for the entire
pay period. Proprietors, tho self-employed and
unpaid family workers, farm workers, and domestic
workers in households are not included. Govern-
ment employment statistics refer to civilian em-
ployees only, but include employces of State and
local governments as well as Federal,

Information on employment (as well as on payrolls
and hours worked) is collected each month from &
gample of establishments under cooperative arrange-
ments with State agencies (primarily State employ-
ment sccurity agencies). The cooperating State
agencies mail questionnaires to the reporting estab-
lishments and edit them when returned, before
passing the information on to the BLS. To elimi-
nate duplicate reporting, the samo establishment
area, and na-

reports are used for preparing State,
tional estimates.

Durable goods manufacturing industries include:
ordnance and accessorics (except Government-
operated establishments), lumber and wood prod-
ucts, furniture and fixtures, stone, clay

and glass

products, primary metal industries, fabricated metal
products, machinery, transportation equipment, in-
struments and miscellaneous manufacturing indus-
trics. Al other manufacturing industries are in-
cluded in the nondurable manufacturing estimates.

Statistical 'procedure.s‘.—-Sampling is used to collect
current data in most industries. In general, the
sample of about 150,000 cstablishments is designed
to obtain reports from most if not all the large
establishments in each industry but the proportion
of total employment covered varies considerably
from industry to industry. It is relatively high (68
percent) in manufacturing, for example, and much
lower in wholesale and retail trade (19 percent) and
service industries.

In order to compute total employment from the
sample reports, month-to-month changes in the
sample establishments are applied to a total employ-
ment figure (benchmark) separately for each in-
dustry. The benchmark figures are obtained from
sources which, singly or in combination, insure
either & complete count of cmployment for the
specified benchmark period, or an estimate of reason-
able accuracy. This method takes advantage of
benchmark data which are byproducts of other
governmental functions.

Since 1939 the basic sources of benchmark infor-
mation have been periodic tabulations of employ-
ment data by industry compiled by State agencies
from reports of establishments covered under State
unemployment  insurance laws. Supplementary
tabulations prepared by the United States Bureau
of Old-Age and Survivors Insurance are used for
small-sizo establishments exempt from State unem-
ployment insurance laws. For industrics not
covered by cither of the two programs, benchmarks
are compiled from other sources: for oxample, for
interstate railroads, from information reported to the
Interstate Commerce Commission; for State and
local government, from data reported to the Bureau
of the Census; for the Federal Government, from
data compiled by the Civil Service Commission.
Establishments aro classified into the same industrial
groupings for benchmark purposes as they are for
monthly reporting.

The most recent benchmark adjustment was to
data for the first quarter of 1851 (published in April
1053). These revisions were carried back to 1947
whero appropriate.

Relation o other series.—For 8 comparison with
the Current Population Survey, see under Civilian
Labor Force, above.




Average weekly hours

{Hours per week, for production workers or nonsupetvisory employees i)

Manufacturing
Building
Year construc- |Retail trade *
Total Durable | Nondurable tion
goods goods
51.0 ® ® V] ®
49. 4 ® ® @ ®
46.3 ® ® ® ®
47. 4 ® Q] Q)
43.1 }‘) ¢ ) '
44.2 o ¢ Q] )
15. 0 (‘; ¢ ® @
43.7 ¢ O] V] ¢
44.5 ® ) ®) (‘;
45.0 () 3) Q] @
45.0 Q] ! (O} g)
44. 4 ) ® )
44.2 ® @ 0] @
42.1 Q] ?) ) ¢
40.5 ¢} 5 D} @
383 32.6 41,9 (’; )
381 34,8 40. 0 ¢ }
54.8 33.9 35.1 28.9 )
36. 6 37.3 36. 1 30.1 ®
39.2 41.0 3.7 32,8 )
38.6 40.0 37. 4 33. 4 '3
35.6 35.0 36.1 32,1 z‘
37.7 380 37.4 2. 6 42.7
381 39.3 37.0 33.1 42,5
40.6 42.1 38.9 34.8 42,1
42.9 45. 1 40. 3 36. 4 ! 41.1
44.90 46. 6 42.5 38 4 40. 3
45.2 46.6 43.1 39. 6 40. 4
43, 4 44. 1 42.3 39,0 40. 3
40. 4 40. 2 40. 5 381 40.7
40. 4 40. 6 40. 1 37.6 40. 3
40. 1 40. 5 39. 6 437, 3 40.3
39. 2 39.8 38. 8 35.7 40. 4
40. 5 41,2 30.7 3% 3 40. 5
40.7 41. 6 39. 5 31.2 40. 2
40.7 41, 5 39. 6 38.1 39.9
1 Rovised serics; seo Foura and Farnings—Industry Reporl, April 1033,
: g‘é‘g‘?&'ﬁﬂ bexx:m[ngs data exclude e&!fng and drinking places.
4 Data beglnning with January 1948 are not strictly comparable with those for earlier years,
Notr.~Monthly dsta are available begloning with 1962 for manutacturing industries, 1934 for bullding construction, and 1939 for retsll trade
Bource: Department of Labor, '
PY. Y71 TN . § 19
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In addition to total employment in each industry,
BLS also prepares estimates of production-worker
employment for mining and manufacturingindustries.
These ostimates ere exactly comparable with the
average hours and earning geries (see below) which
are prepared from information reported on the same
questionnaires as the employment figures.

In general, BLS employment estimates are com-
parable with other data collected from establish-
ments, such as employment, production, and similar
data obtained by the Census Bureau in the manu-
facturing censuses and annual surveys. Some
differences will be found, however, especially for
individual industries, caused chiefly by differences in
the industries covered, the busincss units considered
parts of an establishment, and in the industrial
classification of establishments.

More serious differences are found between the
BLS establishment-based scries and those based on
reports from companics, such as financial reports on
profits, because the industry totals that result when
o single industry classification is assigned to an entiro
company differ substantially from those in which
each establishment of the company has been assigned
to the industry of its principal activity. (See Cor-
porate Profits, below.)

Uses and limitations—Current employment statis-
tics aro widely used as a timely indicator of changes
in economic activity in various sectors of the econ-
omy. Comparable information for a large number
of detailed industries is provided within a few weeks.
Furthermore, because of the promptness with which
basic information is supplied in considerablo industry
dotail, the BLS employment estimates are frequently

incorporated in other Federal atatistical series, par-
ticularly in making current estimates of production,
productivity and national income.

The publication of comparable State and local
aren cstimates by the cooperating State agencies
using the same concepts and methods provides &
means whereby business trends can bo followed for
various sections of the country and for about 100 of
the large metropolitan areas.

The national estimates are not all of uniform qual-
ity, howover, In general, those for manufacturing
industries are most relinble. Since “cutoff’” sam-
pling rather than a probability design has been used,
it is not possible to calculate the sampling variability
of monthly estimates, Experience with the progran.
has shown that the monthly employment data in
some industrics tend to have an increasing bias for
the successive months between two benchmarks.
Although this error cannot be adjusted precisely on a
current basis, average adjustment is made tbrough
the use of bias adjustment factors before publication.
Appropriate changes in employment levels are also
made, when necessary, at the next revision to new
benchmarks.

References—Tho basic release of the employment
series is the BLS Employment and Payrolls Monthly
Statistical Report, which contains national estimates,
State and area estimates, and an explanatory note.
The national employment serics for 13 months are
also reprinted in the Afonthly Labor Review. A moro
detailed technical note on “Measurement of Indus-
trial Employment” appears in the September 1953
issue of the Afonthly Labor Review.

AVERAGE WEEKLY HOURS—SELECTED INDUSTRIES |

(Table on p. 19.)

Description of series—With the employment
figures for the specified payroll period, described in
the preceding section, BLS collects from the sample
establishments total man-hours of production or
nonsupervisory workers actually worked or paid for,
including hours paid for holidays, sick leave, and
vacations taken.

Statistical procedures—The average hour figures
are obtained by dividing the number of production
and related workers (or nonsupervisory workers in
industries other than mining and manufacturing) into
the total man-hours reported for each industry. The
averago hours are normally less than scheduled hours
because of such factors as absenteeism, labor turns
over, part-time work, and stoppages.

Uses and limitations.—Changes in hours worked

supplement the information on employment, since
frequently hours worked are affected even before em-
ployment by changes in economic activity, The
hours figures are used in compiling the average earn-
ings figures discussed below. They also serve as a
Dasis for current production estimates for some indus-
tries (sce description of the Index of Industrial
Production, p. 24).

Hours paid for as measured by these series differ
from plant man-hours which do not include hours
paid for vacation, sick leave, or holidays.

References.~—The basic release of the averago
weckly hours series is the BLS monthly Hours and
Earnings—Industry Report, which includes an ex-
planatory note. A moroe detailed technical note on
“Ilours and Earnings in Nonagricultural Industries”
is also available from the Bureau of Labor Statistics.
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R R T T
Average Hourly Earnings

(For production workers or nonsupervisory employecs D]

All manufactur- Durable goods | Nondurable goods Buildin :
| ing manufnctguring manufacturing construction Retail trade?
i Year
i Current| 1952 |Current| 1952 Current| 19052 [Current| 1952 Current | 1952
g prices | prices$ | prices prices 3 | prices | prices 3| prices | prices? | prices prices $
$0. 193 ® V] ® (O] ® ] “ Q] )
$0.500 | (9 ® ® ® Q] © (V] V]
. 732 O] ® ® ® ® “ ) ©
. 735 [0} 9} (‘; 9 “ O] ) Q]
. 765 *) O] E‘ '; Q) E‘; ) )
T ‘g t‘) 4 ‘ E‘) y Q] 4
. 813 ' ) V] (‘; Vi 9 * ?)
. 849 ) U} V] ( U] ® ® O]
. 828 V] V] 0] ) Q] Q] Q] 9}
. 823 ® V] ) 5‘) E‘; () ?) )
. 841 4 (O} ® 9 ‘ E‘) 4) ®
. 870 ) *) (Y Q] E‘) 4 ?) 0]
. 876 4 ¢ O] ®) 9 ® Y ®
. 878 Q) 5‘) ) ?) (‘g E‘) Q) [V}
. 899 4 I) (l) 4 Ly 1) (4) E‘;
‘866 | $0.497 | $0.905 | $0.420 | 80. 816 ‘) [Q) *) ¢
. 808 . . 969 . 427 7 1) *) ?) )
1. 056 1,103 "515 | 1.022 | $0.795 | $1.577 O} ®
1. 064 L8577 1116 530 [ 1.025 815 | 1.576 Q] (O]
1, 065 586 1.123 529 1. 013 . 824 1. §79 Q) (!
1. 153 674 1. 246 . 877 1. 067 003 1. 669 ) ?
1, 181 686 | 1.292 .584 | 1.100 L9008 | 1.710 O] g
1. 210 .698{ 1.335 L5682 ] L1113 ‘932 | 1782 | $0.542 | $1.038
1. 252 724 1. 371 . 602 1. 140 . 058 1. 814 .553 1. 047
1. 316 . 808 1. 458 . 640 1. 155 1. 010 1. 823 580 1. 047
1,389 g 1. 542 ‘7231 1178 | 1148 1.870 626 1. 020
1. 474 1, 059 1. 624 . 803 1. 232 1. 252 1. 920 . 679 1. 041
1.537 | 1.117} 1.685 'g61 | 1.200¢ 1,319 1.989 . 731 1. 103
1,500 | L 111 ] 1639 L0041 1.833| 1379 2034 . 783 1. 165
1478} 1.156 | 1.573 | 1.015]| 1.381 1.478 | 2.011 . 803 1. 215
1. 471 1, 202 1. 536 1171 1, 392 1, 681 1. 999 1. 000 1. 200
1. 490 1,410 1. 550 1. 278 1,411 [11.848 % 2.040 1. 088 1. 201
Ls62| 1,469 | 1.638 | 1.8325| L 477 1.035 | 2157 | 1.137 1. 268
Lei7| 1.537 | 1.606| 1.378| 1521 2.031 1 2.242] 1.176 1,298
1,63 1. 67 .71 1. 48 1. 61 2. 19 2. 24 1.26 129
1, 67 1.76 1. 76 1. 54 1. 54 2.31 2. 31 1. 32 .32

1 Revised series; sco Houra and Earninga—Indusiry Report, Aprit 1053,
1 {Tours and earnings data exclude eating and drinking ‘) 008,
3 Earnings [n current prices divided by consumer price lndex on base 1952w 100,

4 Not avallable,
3 Data beglnning with January 1948 are not strletly comparable with those for earlier years.

Source: Department of Labori

Note.—Monthly data are avallable beginning with 1032 for manufacturing {ndustrics, 1034 for building construction and 1939 for retall trade.
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AVERAGE HOURLY EARNINGS—SELECTED INDUSTRIES

(Table on p. 21.)

Description of series.—The payroll figures on which
these averages are based are collected by BLS with
the employment and hours figures, described above.
They are reported before deductions for taxes, social
insurance, ete. They include pay for sick leave,
holidays, and vacations taken, but exclude retro-
active pay and bonuses, unless earned and paid
regularly each pay period. Earnings in 1952 prices,
prepared by the Council of Economie Advisers, are
the average hourly earnings figures adjusted for
changes in purchasing power as determined by the
Consumer Price Index, with 1952=100.

Statistical procedures.—Average hourly earnings
are derived by dividing total payrolls by total man-
hours reported for each industry. Only the sample
date are used, since there are no benchmarks avail-
able for hours and earnings.

Uses and limitations.—Average hourly earnings
figures aro widely used in collective bargaining, in
uescalating” long-term sales contracts (such as labor
costs for equipment which takes a number of months
or years to build) and in general economic anslysis.

The houtly earnings figures reflect not only changes
in basic hourly and incentive wage rates, but also
such variable factors as premium pay for overtime
and late-shift work, and changes in output of workers

paid on an incentive basis. The changing employ-
ment of workers as betwéen relatively high-paid and
low-paid work, and relatively high-wage and low-
wage industries, also affects the hourly earnings
averagos.

Hourly earnings refer to the actual return to the
worker for & stated period of time, and should not
be confused with wage Tates, which represent the
rates stipulated for a given unit of work or time.
Since certain types of payments (see above) as well
as payments to workers excluded from the production
worker (or nonsupervisory employee) definition are
not included, the earning series should not be taken
to represent labor costs to the employer.

The fact that large establishments predominato in
the BLS sample may affect somewhat the level of
the average earnings figures for some industries,
but has no measurable effect on the trends in average
hourly earnings.

References—The basic release of tho average hourly
earnings series is the BLS monthly Hours and Earn-
ings—Industry Report, which also includes estimates
of hourly earnings excluding overtime, and an ex-
planatory note. A more detailed technical note on
“Hours and Earnings in Nonagricultural Industries”
is also available from the Bureau of Labor Statistics.

AVERAGE WEEKLY EARNINGS—SELECTED INDUSTRIES

Statistical procedures—Average weekly earnings
are obtained by multiplying average hours and
average hourly earnings for each industry (see
above).

Uses and limitations.—The average weekly earn-
ings figures come closer than the hourly earnings to
measuring what the worker has to spend, since these
figures are affected by changes in the length of the
workweek. However, they do not represent take-
home pay, since no deduections have been made for
income and social-security taxes, group insurance,

occupational supplies, union dues, or other payroll
deductions.

References.—The basic release of the average
weokly earnings series is the BLS monthly Hours
and Earnings—Industry Report, which also includes
estimates of net spondable weekly earnings in manu-
facturing, earnings in 194749 dollars for selected
industries, and an explanatory note. A moro detailed
technical note on “Hours and Earnings in Nonagri-
cultural Industries” is also available from the Bureau
of Labor Statistics.




Average Weekly Earnings

[For production workers or nonsupervisory employees !]

All manufactur- | Durable goods | Nondurable goods Building
ing manufact,guring mnnufac&u%‘ing construction Retail trade ?
Year
Current| 1052 |Current{ 1952 [Current| 1852 Current| 1952 |Current| 1952
prices | prices 3 | prices | prices v | prices | prices? | prices | prices? prices | prices ?
1809 o e ieaeeo $9. 84 0] ® *) ® ® (C} [Q] (‘). ‘ )
1) 1 SR PR 11.01 | $29.13 ® ® 0] V] ® U] " "
1019 cccmemamcca e 22,08 | 33.87 O] ® Q] “ Q] " Q] Q]
0 0
(‘g <)
1) i)
4 4
g |8
Q 0
B8
o |8
® | ®
0 G
E') 0
4 (G
<*§ 3
© 9
1) d)
0 4
9 é&
() C)
$23.14 | $44.24
23. 50 44, 51
24. 42 44,
25,73 41.91
27. 36 41, 96
20. 63 44. 64
31, 85 46. 83
36. 36 49, 46
40. 66 48, 35
43. 85 48 40
45. 93 51,20
47. 63 52. 57
50. 65 51.79
52. 67 5

1 Rovlsed serles; sce Fours and Earnings—Industry Report, April 1953
3 Hours and earnings data exclude eating and drinking places.
: gur‘u\nghlr‘\7 lwrrcnr. prices disidgd by consuraer price Index on base 1952=100.
ot avallable,
1 Data beginning with January 1048 are not strictly comparable with those for carller years.

Note.—Monthly data ate available beginning with June 1914 for all manufacturing todustries, 1923 for durable and
butlding construction, and 1939 for retall trade.

8ource: Department of Labor,
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PRODUCTION AND BUSINESS ACTIVITY

INDUSTRIAL PRODUCTION

Description of series—The Index of Industrial
Production is computed by the Board of Governors
of the Federal Reserve System. It is designed to
measure changes in the physical volume or quantity
.of output of manufactures and minerals. It does
not register changes in the value of such production,
nor does it include other productive activities (such
as construction and public utilities) often regarded
as industrial.  The manufacturing and mining
industries covered by the index produce about one-
third of the goods and services in the United States.

The manufactures and minerals indexes are based
on figures compiled by ths Bureau of the Census,
Bureau of Mines, Department of Agriculture, Tariff
Commission, Bureau of Labor Statistics, the Internal
Revenue Service, and a few other Government
agencies, and by trade associations and trade jour-
nals. - The component series are carefully chosen to
represent the industries, industry groups, and other
subdivisions in the index, and where necessary and
possible they are adjusted for undercoverage or other
_deficiencies. For example, shipment series are
adjusted for inventory changes, where feasible;

" value data for price changes; man-hours for esti-
mated changes in output per man-hour,

Both annual and monthly data are utilized. An-
nual data, which are generally more reliable and
available in greater detail than the monthly data,
are used to compute an annual index and a set of
annual group, subgroup, and industry indexes
ineasuring year-to-year output changes. Monthly
data are utilized to mako a monthly index and group
and other detailed monthly indexes similiar to the
annual indexes. The use of comprehensive annual
indéxes to determine levels makes it possible to
émploy fewer but more select component series to
represent each industry in the monthly indexes.

Manufactures.—The annual index of manufac-
tures includes about 1,370 detailed product or
industry series, and the monthly index 164 scries.
The scries selected are classified 'into the 21 major
groups for manufacturing of the Standard Industrial
Classification. Indexes are also computed for durable
and nondurable manufactured goods. Serics on
quantities of products manufactured or shipped,
or quantities of materials consumed or supplied,
account for about three-fourths of the weights
assigned in the annual index, and about one-half
of the weights in the monthly index. The
remaining series in the annual index are mostly

I, 7§

deflated value figures, estimates based on several
types of data, or adjusted man-hour data, with the
last accounting for 4 percent of the weight. The
remaining components in the monthly index consist
largely of man-hour data adjusted for estimated
changes in output per man-hour to represent output.
The use of so large a proportion of man-hour data
in the monthly index has been questioned, but it
should be remembered that only the current changes
are governed by these man-hour series, with the
index levels for the industries concerned determined
largely by annual data on quantities of products
produced or shipped or other types of data.

Minerals.—The annual index of minerals is com-
posed of about 70 separate series, and the monthly
index of 11 serics, classified into the 5 major groups
for mining of the Standard Industrial Classification.
"T'he annual series on minerals, representing the pro-
duction of all the important minerals, are in physical
volume units, and all but one of the monthly series
are in physical volume units. The exception is the
man-hour series used to represent stone and earth
quarrying, to which less than 10 percent of the weight
of the minerals indox is assigned, and which, of
course, is adjusted to annual physical volume levels.

Since its first publication in 1927 the index has
undergone several major revisions. Tho most recent
revision was completed in 1953, and the revised index
introduced in December 1953. The principal changes
were— .
1. Increase in the number of component
monthly serics from 100.to 175, and many
improvements in the series used. )

2. Use of component series to represent cer-
tain industries formerly represented only indi-
rectly.

3. Use of a comprehensive and dotailed annual
index, based on about 1,440 series, to check and
correct the annual lovels of the individual
monthly measurements.

4, Use of 1947 value added data for caleulative
weights, in place of the 1937 value added data
préviously employed, for the segment of tho
index from 1947 to date.

5. Change of tho comparison base period from
1035-39 to 1947-49.

6. Adoption of the latest Standard Industrial
Classification codo as tho basis for organizing
the index and its components.



Indusirial Production
{1947-49= 100, seasonally adjusted]

Manufactures
Total
Period {ndustrial Mincrals
production| spia) Durable | Nondura-
goods ble goods

39 38 38 37 45
41 39 42 368 53
31 30 24 34 42
39 39 37 40 45
47 45 47 44 62
44 43 43 42 57
49 48 49 46 59
51 50 52 48 63
51 50 49 50 64
53 52 53 51 63
59 58 60 66 68
49 48 45 51 89
40 39 31 48 51
31 30 19 42 42
37 36 24 48 48
40 39 30 49 51
47 46 38 55 55
56 55 49 81 63
61 60 55 64 71
48 46 35 57 62
58 57 49 66 68
67 66 63 69 76
7 88 01 84 81
106 110 126 3 84
127 133 162 103 87
125 130 159 93
107 110 123 96 92
90 90 86 95 91

100 100 101 99 1
104 103 104 102 106
7 095 09 94
112 113 116 111 105
120 121 128 114 115
124 126 136 114 114

Nore,—Monthly data are available beginning with 1016,
Source: Board of Governors of the Fo- leral Rescrve Systets,

The new version of the index is confined for the
present to the period sinco January 1947, In rovis-
ing the index for the carlior period use will be made
of the major group components of the benchmark
index of manufactures (computed by Federal Reserve
and the Census Bureau from date of the 1939 and
1947 Censuses of Manufactures, and published in
1052) to determine tho 1939 levels of the industry
group indexes relative to 1947. Pending this de-
tailed revision, interim benchmark adjustments have
been made to the old indexes for durablé and non-

‘durable manufactures—and also for minerals and

total industrial production—from January 1939 to
December 1046, The old indexes beginning in 1919
have been linked on to the respective revised meas-

ures to form a serics of continuous indexes from 1919
to the present.

Statictical procedures—The method used in com-
bining the individual series is tho weighted average
of relatives. This consists of (1) reducing .cach
series into relatives with the average for the base
period, 194749, as 100; (2) multiplying each series
of relatives by a basc-year weight factor; and (3)
adding tho products (series of relatives. multiplied
by weights) for any one month to obtain the index
number for the month. -The weights used are per-
centage weight factors, that is, percentage of the
weight assigned to each serics to the total weight
assigned to all series in tho base period. Since the
total of the percontage weight factors is equal to

2.



100, the sum of the products of all series for any one
month (all scries times their respective weight fac-
tors) gives the index of industrial production for
that month. The products of the component series
and their weights give the number of points con-
tributed to the index by individual series. This
method of computation facilitates analysis of the
changes in the index. For example, it makes it
“possible to observe the points contributed by each
geries or group of sories, and therefore to determine
what series or group of series aro responsible for the
month-to-month changes in the total index or in the
index for any group or subgroup of industries.
The weights used are based on value added—the
difference between the value of products and the cost
. of materials or supplies consumed—in individual
mining and manufacturing industries in 1947. The
value added data for mining are based on cstimates
prepared by the Bureau of Labor Statistics in con-
néction with its input-output studies, The value
added figures for manufacturing are obtained from
the Census of Manufactures for 1947. However,
since value added data are not available for indi-
vidual products of each industry, such data are in
most cases estimated on the assumption that they
are proportional to value of the product.

Since the value added data used relate to 1947,
while the component series are expressed as relatives
with the average for the base period 194749 as 100,
it is necessary to adjust the 1947 value added for
each series by the ratio of the level of that series in
1047 to the averago level of that series in 1947-49.
The value added data so adjusted, expressed as
percentages of the total for all manufacturing and
mining, are the weight factors used in combining the
individual series into the group and total industrial
production indexes,

Components of the index are adjusted for two
kinds of short-time recurring fluctuations—differ-
ences in the number of working days from month to
month and seasonal variations, The first adjust-
ment is accomplished by reducing reported quantity
figures to average daily output in tho month. For
this purpose, only regular weekend closings—where
in offect—aro treated as nonworking days. No al-
lowance is mede for holiday shutdowns, whose
effects on production are adjusted by the scasonal
variation factors. No adjustment is needed for the
man-hour series which are reported in terms of rates.
- The adjustment for seasonal fluctuations is made
directly for the 21 manufacturing and § mineral
major industry  group -indexes, snd the adjusted
indexes for the larger aggregates—such as durable
and nondurable manufactures, manufactures, min-

erals, and industrial production—are obtained as
combinations of these.

Relation to other series.—As an important general
economic indicator, the index of industrial produc-
tion is related in varying degreo to other general
economic indicators., Among the more important
series to which the index is closely related are gross
national product and manufacturers’ sales. It
should bo observed, however, that these are value
or dollar-volume series, and are therefore influenced
by price as well as quantity changes. The industrisl
production index, on the other hand, being a measure-
ment of physical volume, registers quantity changes
only.

Also, the national product statistics relate to out-
put at a final stage and include trade and services as
well as both “industrial” and “nonindustrial” goods,
whereas the industrial production index is confined
to manufacturing and mining, and reflects activity
at successive stages within these sectors. Other
differences include the fact that as a monthly measuro
the production index is available more frequently,
and for the sectors concerned, in greater detail.

The monthly Department of Commerce series on
manufacturers’ sales corresponds in coverage to the
manufacturing component of the production index,
and includes successive stages of processing. The
importance assigned to cach industry, howover, is
proportional to the gross value of sales, rather than
net value added as in the production index, so that
changes in activity at later stages of processing
influonce the sales measure more than they do the
production index. This and other factors, including
the influence of price changes on tho sales measures,
lead to differences in movements, and indicate why
one (or more) series may be tho best measure for a
specific purpose.

Uses and limitations.—The total index of industrial
production is probably most widely used as a business
barometer. Both in whole and in detail it is used in
conjunction with related data on employment, inven-
tories, trade, prices, and other economic variablm, in
analyzing short- and long-run developments in the
economy.

The component mdexcs are used to determine the
areas in which the occurrence of important changes
accounted for the observed changes in the total
index. " They are also used in analyses relating to
individual industries. Many companies, for instance,
make continuing studies of their own output and
sales figures in rolation to the output movements of
the industry. They also use the industry and prod-
uct series in studies of potential markets, and in
other types of research. The new index includes
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Production of Selected Manufactures
[1947-49=100, seasonally adjusted]

Durable manufactures Nondurable manufactures
Period Food and
. Lumber Transpor- | Textiles | Petroleum , Chemicals
l:lr\l(?t]:]rsy and  |Machinery? tation and and coal x':&‘:&?fg and allied
g products ! cquipment | apparel | products tures products
53 80 38 48 80 63 66 45
103 101 103 96 09 07 101 97
107 106 104 102 103 104 99 103
90 93 93 102 97 99 100 101
115 113 114 120 110 110 103 121
126 113 130 135 106 122 105 136
116 111 147 154 105 123 105 137

1 Except furniture. t Electrical snd nonelectrical.
Source: Board of Governors of the Federal Reserve System.

many more detailed industry und produet series than
the old, and this expansion in detail—c. g., for
consumer durable items-——greatly facilitates analysis
of current dovelopments in markets for different
types of industrial materials and finished goods.
Because the coverage of the index is limited to
manufacturing and mining, it should not be used as
a measure of total production, or even as a measure
of total production of goods; the important goods-
producing sectors of agriculture, construction, and
utilities are not included. It might be noted, how-
ever, that changes in the output of manufactures and
minernls aro especially significant, in part beeause
they account for a large part of varintion in the total

of all cconomic activity. Because it is necessary to
use estimated or approximate data in many cases,
some of the components are less reliable than others.

References.—The index of industrial production is
published monthly in the Federal Reserre Bulletin.
Scasonally adjusted indexes are available for all major
groups and larger aggregates, and scparate comn-
ponent indexes of manufactures, minerals, durable
manufactures, nondurable manufactures, individual
manufacturing and mineral industries, and individual
manufacturing and mincral products are also pub-
lished monthly in the Bulletin, without scasonal
adjustment. The method of constructing the index
is deseribed in the December 1953 Bulletin.

PRODUCTION OF SELECTED MANUFACTURES

The charts and figures on ‘‘Production of Selected Percentupess
Manufactures’” presented in tho monthly issues of . assigned
Economie Indicators aro solected from the component-  mdvstrial produetion..oooowevenvenivennenen 100. 00
group indexes prepared by the Board of Governors of MIOCTAIS . - - e o e e e oo e 0. 08
the Federal Reserve System for the Index of Indus- b Y O 01 ¢ N 00. 02
trial Production, described above.

The tablo on “Industrial Production” presents D"'“I?:fh:::f‘?‘g’(‘j;‘l‘qms """"""""" oo v
index figures for total industrial production and for Lumber and products {oxcept
manufaetures (total, durable goods, and nondurable FUrDIUTE) « o e e e ceeeee 3.09
goods) and minerals. The table on “Production of Machinery (eleetrical and non-

Selocted Manufactures” presents index figures for 8 eleetrical) . voennnininonnnn 13.68
of the major components which comprise the index Transportation cquipment..... 7.54
of manufactures, L Allothere.oeceneiieeeees 14.16
The relativo importance of cach of these 8 compo- r\om,llfm.ﬂ.)k‘ manufactures. .....o.o...... 44.85
nent indexes, as well as of the minerals and manufac- Pemlcs and apparcl......... 1.87
. . . ctrolcum and coal produets.. 2,50
tures indexes, in the over-all Index of Industrial Pro- Food and beverage manuface
duction may be scen in tho following tabulation, tUres. - onenns [ 10.73
which shows the percent of the weight of each to the Chemicals and allied products.. 6. 84
total weight of the index in the base period, 1947-49; Al Other o meee e e cceeena 12,91
27

% gus—os——u )



WEEKLY PRODUCTION—SELECTED INDICATORS

Steel

The weekly series on steel production is compiled
by the American Iron and Steel Institute. It in-
cludes ingot production by open-hearth, Bessemer,
and electric-furnace processes, and steel for castings,
except that produced in foundries operated by com-
panies which do not produce ingots. The very small
quantity of crucible steel is included with the pro-
duction of electric furnaces.

Tho series on ‘“Percent of theoretical capacity” is
the ratio of weekly production to average weekly
capacity as of the first of the year.

During 1953 the estimates of total production and
capacity have been based on current reports from
93 percent of the industry. The estimated 100 per-
cont production is obtained on the basis of the ratio
of the annual production of the reporting companies
to the total production of all companies in the previ-
ous year.

With the release of the weekly production figures,
the Institute also published the scheduled operating
rate for the coming week. Also published by the
Tristituto are monthly estimates of the ratio of pro-
duction to capacity, caleulated in essentially the
same manner as the weekly estimates. The monthly
figures are subsequently revised when tho final total
production figures for the year aro available.

Other related monthly series, such as iron-ore pro-
duction, pig-iron production, shipments of steel forg-
ings, and manufactured steel products, aro published
in the Department of Commerce’s monthly Survey
of Current Business.

Weekly and monthly estimates of production and
percent of operating capacity are issued as mimeo-
graphed releases by the American Tron and Steel
Tnstitute. More detailed figures are contained in
the Institute’s monthly AIS Form 7. * For more com-
plete statistical coverage of the industry, see the
“Annual Statistical Report of the American Iron and
Steel Institute, and Business Statistics, 1953, a
supplement to the Survey of Current Business.

Electric Power, by Utilities

The weekly figures shown are the Edison Electric
Tnstitute’s estimates of “net energy for distribution”
by all plants that contribute lo the public supply.
“Net, energy for distribution” may be defined as the
‘energy sold to ultimate consumers, plus line losses
“and unaccounted for energy; or as net generation,
plus net import over international boundaries, less
energy used by the producer and the distributor.
The series is not & measure of total use of electric
energy, since it does not include energy generated by
captive plants of industrial establishments.

The weekly figures are collected by the institute,
by telegraph, from approximately 80 reporting utili-
ties (cither companies or groups of interconnected
companies) representing in the aggregate over 90
percent of the total energy available for public con-
sumption, -The estimated 100 percent production
is obtained by applying the ratio of the monthly pro-
duction of the reporting utilities to tho total produc-
tion of all utilities as reported to the Federal Power
Commission for the previous month.

The weekly series is useful in economic analysis
because it is available promptly and is a reliable
measure of net energy distribution to the public sup-
ply. Itshould be remembered, however, that figures
on total net generation are not a sensitive measure of
important changes in industrial activity, since they
include energy used for nonindustrial purposes, such
as nir-conditioning loads and sales to residential and
rural consumers.

In addition to the weekly scries, the Edison Elec-
tric Institute also publishes a monthly statement on
“Source and Disposal of Energy,” for which the data
on generation are obtained from the Federal Power
Commission. The Federal Power Commission issues
a monthly publication on Eleclric Power Statistics,
with data on production, fuel consumption, require-
ments, and supply.

Bituminous Coal

The series on the production of bituminous coal,
which includes bituminous eoal and lignite, is
compiled weekly by the Bureau of Mines, Depart-
ment of the Interior. It is a very close approxima-
tion of total production in the United States.

The figures are estimated on the basis of car load-
ings and river shipments, The method of estimation
consists of raising the rail and river shipment figures
by factors to represent the coal that is not transported
by rail or river, such as truck shipments, local sales,
colliery fuel, and coal produced by small mines for
local use. The weekly estimates are adjusted
annually by the actual figures on the production of
bituminous coal and lignite which are collected
annually from all producers by the Bureau of Mines.
The correction is negligiblo—within less than one-
half of 1°percent of the annual canvass figures.

Although bituminous coal is still an important
industrial fuel, contributing approximately 40 percent
of the total supply of encrgy from mineral fuels,
the series on bituminous coal and lignite production
may not by itself be as good an indicator of industrial
activity as its importance suggests. During normal
peacotime, coal mines operate at a fraction of their
capacity, about 3 days & weck, and the coal-using
industries carry considerable stocks which may serve
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Weekly Production—Selected I ndicators
[Weekly average}

Steel
Electric !power, Bituminous
Year by utilities coal (thou- Cars and
‘Thousands of Percent of (millions of | sands of short trucks (number)
et tons theoretical |kilowatt-hours) tons) ?
capacity !

745 03.6 ® 1,512 36, 084

903 75.7 ® 1, 847 42, 834

425 34.5 Q)] 1, 356 31,079

765 60.9 ® 1,879 48, 026

965 76,6 ® 1, 845 77, 577

813 63.8 @) 1,573 , 280

975 74.2 (*) 1, 692 82,035

1,037 83. 5 E‘) 1, 864 82,710

965 74.9 3 1, 884 65, 410

1,104 83.9 1,551 1, 631 3, 822
1,212 88.5 1,733 1,740 103, 047

874 62.5 1,714 1, 522 64, 538

857 37.6 1,646 1,243 45, 956

203 19. 5 1,488 1,007 28, 359

499 33.1 1, 544 , 090 36, 924

560 37.4 1,655 1,173 52, 944

732 48,7 1,793 1,217 75,903

1,023 68. 4 2,037 1,432 85, 656
1,086 72.5 2,256 1,456 92, 480

609 39,6 2,148 1,139 47, 867

1,013 G4. 6 2, 308 1,293 68, 794
1,281 82.1 2,084 1, 503 85, 049
1,689 97.3 3, 142 1,695 93, 049

1, 650 06, 8 3,652 1, 909 20, 830

1, 704 08.1 4,155 1, 907 14, 450
1,715 05.5 4,385 2,009 16, 218
1,520 83.5 4,244 1,891 15,094
1,277 72,6 4,235 1,745 59, 581

1, 628 83.0 4, 821 2,058 92, 163

1, 695 94. 1 5,300 1, 948 82, 340

1, 496 810 5, 500 1, 427 120, 350

1, 857 96.9 6, 183 1,687 154,212
2,018 100.9 6, 958 , 772 129, 828
1,782 85. 8 7,451 1, 542 106, 765

1 Percens of capacity based on weekly pet ton capacity. 1 Dally average fot the week, # Not avallable,

Sources: Armerlcan lron and Steel Institute, Edison Electrle Inatitute, Department of the Interlor, and Ward's Automotive Reporis.

as & buffer between changes in industrial activity as
represented by increases and decreases in coal con-
sumption and by the ups and downs in coal output,
Coal production figures should therefore be analyzed
in conjunction with the related series, also compiled
by the Bureau of Mines, on the consumption of coal
by industries and deliveries to retail dealers, and on
stocks of coal held by industries and retail dealers.

The weekly estimates of production, together with
the series on consumption and consumers’ stocks,
are published in the Bureau of Mines multilithed
Weekly Coal Report. A description of the method
used in making tho estimates may be found in the
chapter on “Bituminous Coal and Lignite” in the
Bureau of Mines Minerals Yearbook.

Cars and Trucks
This series is an average of the weekly output
of cars and trucks by each of the individual producers

in the United States. It appears in Ward's Aulo-
motive Reports, published each Monday, which shows
a breakdown of the weekly total by cars, trucks and
makes, and a similar breakdown for cars produced
in Canada. These series are used by general busi-
ness analysts as well as by persons especially con-
corned with the lovel of activity in the industry,
particularly its suppliers.

In addition to the weekly series, the Automotive
Reporis carries current and cumulative monthly
totals. Closely related to these monthly production
totals aro the monthly factory sales figures compiled
by the Automobile Manufacturcrs Association, The
sales figures typically differ somewhat from the
production figures, principally beecause of the in-
clusion of some units produced in earlier periods
and the oxclusion of some units produced in the
current month,
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GROSS PRIVATE DOMESTIC INVESTMENT

Description of series—Gross private domestic
investment is one of the major components of gross
national product. The scries measures gross fixed
capital formation, which is dofined for national
income purposes as including all newly produced
durables acquired by their ultimate business users,
and net changes in business inventories.

" Three separate series are published under “Gross
private domestic investment’”: New Construction,
Producers’ Durable Equipment, and Change in
Business Inventories. The New Construction series
used in computing gross private domestic investment
is derived from the private construction component
of the New Construction series described below (p.
- 34) by adding oil- and gas-well drilling.

The quarterly estimates of national income and
product, of which these series are a part, are revised
annually to reflect more complete data then were
availabloe when the estimates were made initially.
The revised series are published annually in the July
issue of the Survey of Current Business and for both
the Producers’ Durable Equipment serics and the
Change in Business Inventorics series reflect more
complete data and more detailed procedures. In
recent years revisions in the Changoe in Business

" Inventories series sometimes have been quite sizable,
- and have arisen primarily from revisions in the basic
book value data rather than from revision in the
inventory valuation adjustment.

Statistical procedures.—The Producers’ Durable
Equipment series is estimated generally by use of
the ¢ommodity-flow technique, i. e., by segregating
finished producers’ durables from total manufactur-
ing output and then tracing their low and measuring
their distributive costs so as to arrive at the final
costs to purchasers. Threo of the producers’ durable
equipment groups— Business Motor Vehicles, Rail-
road and Transit Equipment, and Ships and Boats—
ere estimated by other methods.

The estimates of producers’ durabl. equipment
oxpenditures are based upon 1939 benchmarks pro-
vided by the Census of Manufactures of that year
and brought up to date by data from the 1947 census
and 1950 and 1951 Annual Survey of Manufactures,
and from summaries of quarterly reports to the Na-
tibnal Production Authority. For more recent quar-
ters, estimates are made by oxtrapolating these
bénchmark estimates largely on the basis of industry
ssles data, which have significant limitations in such
uge, R

The Change in Business Inventories series meas-
ures physical changes in business inventories valued
at average prices prevailing during the year.

The primary source for estimates of changes in
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the nonfarn portion of these business inventories is
reported accounting data on the value of inventories
at the beginning and end of the period for which
the estimates are made. Inventory calculation by
individual business firms varies widely in method,
both with respect to the scope of the cost elements
included in the inventory account and with respect
to the valuation procedures used, and numerous
adjustments in the reported data are necessary to
arrive at an estimate of changes in inventories con-
sistent with the basic concept. The principal adjust-
ment, however, is that of removing the price change
element in the reported figures and revaluing inven-
tory change in current dollars.

Relation to other series.—The relationship between
the Producers’ Durable Equipment Expenditures
series and tho durable goods portion of the Expendi-
tures for New Plant and Equipment series, to which
it is most closely related, is discussed in the following
section,

The Change in Business Inventories series is most
closely related to the estimates of inventories levels,
discussed below {(p. 38). These series differ con-
ceptually, however, in that the Inventories series is
based upon the data as reported by reporting com-
panies, whereas for the GNP Change in Business
Inventories series, OBE adjusts the data reported to
reflect & uniform method of valuation. The two
series therefore should not be used interchangeably.

Uses and limitations—The three scries which
constitute Gross Private Domestic Investment are
part of the national product accounts. Although
relatively small they are important, since they meas-
ure an economic factor of crucial importance in
business conditions, While the figures on the Change
in Business Inventories aro in the nature of rough
estimates, thoy are uscful indicators of the trends-in
the level of inventory aceumulation. Comprehensive
accounting data on inventories become available
only after a lag of several years, and current estimates
are based upon less satisfactory data than the esti-
mates for past years,

Finally, the estimates of inventory change included
in the series are calculated as the difference between
large and possibly volatile inventory totals at two
points in time. Even small errors in the estimates
of total inventorics can lead to large relative errors
in the estimates of inventory change.

References,—These series are published quarterly
in the Survey of Current Business. For a full discus-
sion of the concepts and statistical methods employed
in these series, sco the 1951 National Income Supple-
ment to the Survey of Current Business, particularly
pages 37-39 and 112-125.
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Gross Private Domestic Investment

[Billions of dollars)
N New construction .
To)trail‘ B Producers’ | Changein
Year o e oaidential durable o1 busi&w_s
M osidentia! equipmen nventories
investment Total “nonfarm Other P

15.8 7.8 2.8 5.0 6.4 1.6
10.2 6.6 1.4 4.2 4.9 -3
5.4 3.6 1.2 2.4 3.2 -1.4
.9 1.7 .5 1.2 1.8 ~2.8
1.3 1.1 .3 .8 1.8 —-1.8
2.8 1.4 .4 1.0 2.5 -1.1
6. 1 1.9 7 1.2 3.4 » 9
8.3 2.8 11 1.7 4.5 1.0
11. 4 3.7 1.4 2.3 5.4 2.3
6.3 3.3 1.5 1.8 4.0 -1 0
9.9 4.9 2.7 2.2 4.6 .4
13.9 5.6 3.0 2.6 6.1 2.3
18.3 6. 8 3.4 3.3 7.7 3.9
10.9 4.0 1.8 2.2 4.9 2.1
5.7 2.6 1.0 1.5 4.1 ~.9
7.7 2.8 . 8 2.0 6.7 —-. 8
10. 7 3.9 L1 2.8 7.5 -7
28,7 10. 3 4.0 6.3 12.3 6.1
30.2 13.0 6.3 7.6 17. 1 —~. 8
42,7 17,7 86 9.1 19.9 5.0
33.56 17. 2 83 6.0 18. 7 -2.5
52. 5 22,7 12.6 10.1 22.3 7.5
58. 6 23.1 1.0 12.2 24.6 10.9
52.5 23.4 L1 12.3 25.4 3.7

No1£.~—Detall will not necessarily add to totals because of rounding.
Quarterly data are availablo beginning with 1839.

Source: Department of Commerce.
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EXPENDITURES FOR NEW PLANT AND EQUIPMENT

Description. of series.—The series on expenditures
for new plant and equipment, published jointly by
the Securities and Exchange Commission and the
Office. of Business Economics, Department of Com-
merce, measures the expenditures by all private busi-
nesses except agriculture, professions, and institu-
tions for plant and types of machinery and equip-
fiént for which the reporting companies maintain
depreciation accounts. Expenditures charged off as
expense during the period in which made are ex-
¢luded. Estimates are made for both actual plant
and equipment expenditures for recent quarters (and
! alendar years) and anticipated expenditures for the
zw;o succeeding quarters (and calendar year). These

" ¢stimates are based upon information contained in
the annual reports of virtually all (and in quarterly
reports of approximately half) of the registered
¢corporations to SEC, quarterly reports by a group
of nonregistered corporations to OBE, and annual
and quarterly reports by Class I railroads to the
Interstate Commerce Commission,

+ 'The last major revision in the series was published

n two parts, the revision for manufacturing indus- -

‘tries in the December 1951 issue of the Survey of
Current Business and the revision for nonmanufac-
'turing industrios in the August 1952 issue. The
“revision established a benchnfark based on gross
capital assets as reported to the Internal Revenue
Service for the 1948 tax year, and introduced im-
provements in the estimating procedures being used.
For example, information contained in the manda-
tory annual reports of corporations registered with
the SEC was used for the first time and adjustments
were made for biases arising out of changes in the
business population.

Because of the method of estimating used, viz, the
extrapolation of benchmark estimates on the basis
of less than complete current data, lesser revisions
in the estimates of actual expenditures for plant and
equipment for any given quarter or year are made to
take into account new data as they become available.

Statistical procedures—The benchmark for the
estimates is the gross capital assets of the full uni-
verse of companies as derived from reports to the
Internal Revenue Service for the tax year 1048.
The estimation of year-to-year and quarter-to-
quarter movements in these expenditures are mado
by extrapolating the benchmark estimates on the
basis of the annual and quarterly reports received
by SEO, OBE, and ICC. A relatively constant
group of reporting companies is used; this group of
reporting companies is not a randomly selected
sample,

2

The seasonal factors used for adjusting tho actual
oxpenditures date for changes due to seasonal fluctu-
ations are based on the “ratio to moving average"
technique. Adjustments are also made where neces-
sary in tho estimates of plant and equipment oxpondi-
tures to correct for biases due to changes in the
business population which are not reflected in the
constant reporting group data.

Relation to other series—The SEC~OBE series on
actual plant and equipment expenditures utilizes the
same definitions and industry classification as those
of the 1947 Census of Manufactures and the later
Annual Surveys of Manufactures of the Census
Bureau. There is a substantial difference between
the Consus Bureau data on exponditures for plant
and equipment and the SEC-OBE manufacturing
series, however, in that the SEC-OBE series uses
companywide outlays whereas Census uses outlays
of establishments. Thus, the Census annual series
covers only establishments classified as manufacturing
whereas the SEC-OBE quarterly and annual series
cover all activities, manufacturing as well as non-
manufacturing, of companies classified as manufac-
turing and excludes the manufacturing activities of
companies classificd as nonmanufacturing.

The SEC-OBLE series differs somewhat in concept
from the Producers’ Durable Equipment and New
Construction components of Gross Private Domestic
Investment (see p. 30). The principal differences
are that the SEC-OBE scries is confined to nonagri-
cultural industries, and oxcludes expenditures of
institutions and professional persons and outlays on
plant and equipment charged off as expenses during
the period of tho expenditure. The Producers’
Durable Equipment estimates are derived generally
by use of & commodity-flow techuiquo to arrive at a
measure of the output of all types of capital goods
destined for use by domestic business. The SEC-
OBE scries measures directly expenditures by users
for capital goods for which depreciation accounts
are maintained.

The SEC-OBE series on manufacturers’ expendi-
tures for new plant and equipment is directly com-
parable in classification and scope with the OBE
serice on manufacturers’ sales, now orders, and
inventories (sce p. 38). It has a different scope from
the Federal Trade Commission-Securities and Ex-
change Comimnission financial reports series in manu-
facturing, mainly in that the FTC-SEC estimates
of balance-sheet and income-statement items covers
only corporations.

Uses and limitations—This serics is one of the
very few economic series in which estimates of antic-
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Expenditures for New Plant and Equipment =~ = = © %7 Erad

[Millions of dollars]

Manufacturing Transportation e .
. Public Commer--

Year Total ! Durable | Nond Mining utilities ph:}ls.n::l

urable ondura- i other? .

Total goods i)le goods Ratlroads | Other b ;
L T 5,512 1, 043 756 1, 187 326 280 365 520 2,078
) 17 1 S, 8, 692 3,983 1, 590 2, 393 383 548 574 505 2,609
1046 .. ...... 14, 848 6, 790 3,112 3,078 427 583 923 792 5, 833
1047 oeaiaaan 20,612 8, 703 3, 407 5,296 691 889 1,208 1,539 7,492
1048 o oennn- 22,059 9, 134 3,483 5, 651 882 1,319 1, 285 2, 543 6, 896
1049 oo 19, 285 7,149 2, 593 4, 555 702 1,352 887 3,125 5, 880
1050 o oocmaens 20, 605 7, 491 3,135 4, 356 707 1,111 1,212 3,309 6, 778
1050 e 25, 644 10, 852 5,168 5, 684 929 1,474 1, 490 3, 664 7,235
1052, ceionnnanns 26, 455 11,994 5, 784 6, 210 880 1,301 1,363 3,838 6, 989

1 Excludes agrlculture.

s Commerclal and other includes trade, service, finance, communlcations, and construction.

Note.—These figures do not agree with the totals included in the geoss national product estimates of the Department of Comtmerce, principatly because the latter
cover agricultural Investment and also certaln equipment and construction outlays charged to current expense. K

Detail will not necessarily add to totals because of roundin

g.
Data on Expenditures for New Plant and Equipment are not avallable for the years 14044,

Sources: Securities and Exchange Commisslon and Department of Commerce.

ipated events as well as historical events are mado.
The series attempts to measure economic phenomena
of great importance in the analysis of business condi-
tions. The reliability of estimates of anticipations
is difficult to ascertain. An estimate of anticipated
expenditures for a period can be different from actual
expenditures for the same period either because the
estimating procedures and statistical techniques
employed are faulty or because the anticipated
expenditures were—for any number of reasons—not
made in fact. In some periods in the past there have
been marked differences between estimates of antici-
pated expenditures and actual expenditures {for the
same period, generally due to unanticipated develop-

ments, such as substantial price changes or the
outbreak of Korean hostilitics, which caused busi-
nessmen to change their plans. In the postwar
period the deviations between actual and anticipated
expenditures have ranged from 1 to 15 percent: =
References—These cstimates are published quar-
terly in Department of Commerce press releases and
in the Surcey of Current Business and in & special
statistical release of the SEC. T
For & fuller deseription of the methods eémployed
in making the cstimates and of the latest revisions
in tho sorics, see the December 1951 and August 1052
issucs of the Survey of Current Business. '




NEW CONSTRUCTION -

Description of series.—This series represents the
fionthly dollar value of new construction put in
place. . A seasonally adjusted series is also published
currently. ‘The Business and Defense Services
Adiinistration, Department of Commerce, and the
Bureau. of Labor. Statistics, Department of Labor,
are jointly responsible for the series, with the former
having primary responsibility for private non-
residential construction and the latter for private
residential and all public construction.
Constructioncovers the erection of fixed structures
and utilities, It includes building and nonbuilding
structures such as dams, reservoirs, docks, highways,
airfields, and utility lines. Installed service facilities
which become integral parts of structures ave in-
cluded, but movable equipment and machinery are
not included. Drilling of oil, gas, and water wells,
digging and shoring of mines, and operations which
are an integral part of farming such as plowing,
terracing, and digging drainage ditches, are not
considered as construction. Major additions and
‘alterations are counted as new construction, but
maintenance and repairs are not.

. The: distinction between private and Federal,
. State, and local public construction is made on the
‘basis of ownership, not source of funds. Residen-
tial construction includes nonhousokeeping facilitics
such as hotels and dormitories as well as dwelling
units.

- Statistical procedures.—~Three general methods are
used in making the estimates of new construction
‘activity, depending on the availability of sources of
data on different types of construction.

The first method—converting data on work
started to estimates of work put in place—is used
for most types of private and non-Federal public
construction. Information compiled by the F. Ww.
Dodge Corp. on contract awards for private non-
residential and State and local public construction
in the 37 Eastern States is adjusted to allow for
projects not included in the Dodge reports—chiefly
small projects and work done by a firm's own force.
Allowance is also made for construction in 11 Western
States not covered by Dodge by applying the ratio
of valuation of building authorized in these States
to the total valuation of permits in the entire country
for each of several types of construction. An esti-
mate of the valuation of dwelling units started is
obtained by multiplying the number of units re-
ported in the New Housing Starts geries (p.-36) by
valuation figures reported in building permits, the
latter having been adjusted on the basis of periodic

field surveys to reflect construction costs. Theso
estimates of valuation of ‘work “started "are then
translated into estimates of the value of work put
in place by the application of typical progress pat-
terns which have been developed for different types

and sizes of projects by surveying actual projects.

The second method—reports of physical progress—
provides the basis for estimates of construction activ-
ity on most Federal public-construction projects as
well as on some State and local jobs receiving Federal
aid. Progress reports are supplied by the Federal
agencies administering the various programs.

The third mothod—based on financial reports—is
used for estimating most utility construction. The
method is to apply a monthly trend pattern to an
estimated annual total based on the previous year’s
level and other information on anticipated activity.
The trend data are based on Dodge reports of con-
tract awards and quarterly reports of some types of
companies to the Securities and Exchange Commis-
sion. Theso monthly estimates are revised when
tho financial reports become available after the end
of the year. Construction oxpenditure estimates for
telephone and telegraph are based on monthly esti-
metes received from the companies.

Monthly estimates of farm construction are
prepared by projecting annual estimates for the
preceding year on the basis of the trend of farm
income and applying a seasona) pattern to the annual
totals.

Relation o other series—This series is one of the
components in the Gross National Product serics.

The definition of construction used in the Now
Construction series is more inclusive than that in
some of the series pertaining to labor. The Non-
agricultural Employment series contains & com-
ponent for employment in contract construction
only, excluding employment on construction per-
formed by force account. The series on Average
Weekly Hours and Average Hourly and Weekly
Earnings cover contract construction of buildings
only.

Uses and limitations.—Although thie New Con-
struction series indicates the current volume of this
segment of economic activity, it does not serve the
same purpose as would & series on new work started.
The future trend in-the series is determined to @
considerable extent by past commitments made.

The figures cannot be used as an indicator of the
physical volume of construction without extensive
adjustments for changes in prices and wage rates,
technological changes, and other relovant factors.




New Construction
[Monthly average, millions of dollars]

Private construction
Year Total new Federal, State,
construction Total Residential Other and local !
private (nonfarm)
272 212 102 110 60
321 262 115 147 59
381 274 99 175 107
426 240 76 164 186
525 360 154 206 165
562 450 168 282 113
500 370 175 195 130
637 497 280 217 140
778 642 367 276 135
867 709 422 287 158
953 775 460 315 178
1,007 828 467 361 179
1,003 802 430 372 201
970 763 397 365 207
899 602 302 390 207
728 490 173 317 238
536 314 130 184 222
205 140 52 87 165
240 103 39 137
310 126 52 74 184
353 167 84 82 186
541 248 130 118 203
553 325 166 169 258
582 207 166 131 285
683 366 223 142 317
723 421 249 172 302
996 517 292 225 479
1,173 285 143 142 888
692 1685 74 91 527
438 182 68 114 256
409 270 92 178 200
1,000 803 335 469 197
1,391 1,105 526 579 287
1,806 1, 404 715 689 402
1, 899 1,365 689 676 6534
2,371 1,788 1,050 738 583
2,515 1,797 014 883 778
2,720 1,818 9256 893 902

1 Includes public residential construction,

Note.—Detatl will not necessarily add to totals because of rounding.
Monthly data are availablo beglaning with 1939,

Soutces: Deportment of Commerce and Deportment of Labor.

Also, since the series does not include maintenance
and repair, it cannot be related directly to the total
use of construction labor and materials.

Because of the many different sources of data, and
tho various estimating procedures used, the error in
tho estimates cannot be .statistically measured.
Year-to-yoar trends aro probably quite good but
caution should bo exercised in drawing conclusions
from relatively small month-to-month changes.

Whilo extensive adjustments arc made for under-
coverage of the sourco data now used, there is no
satisfactory factual basis for making these adjust-
ments, and much reliance is placed on judgment and
opinion. The construction patterns used in translat-
ing work started into work put in place may bo obso-
lete and do not reflect short-run changes due to such

factors as weather or the labor and materials supply
situntion. The indexes used in adjusting to elimi-
nate seasonal variation may also bo obsolete.

References—Data used in this serics are published
in more dotail by type of construction, ownership,
and geographic location in Construction and Building
Materials, s monthly publication of the Department
of Commerce, and in Construction, s monthly publica-
tion of tho Bureau of Labor Statistics.

More detailed descriptions of the sources of data
used and the methods of compiling the estimates of
oxpenditures for new construction are contained ina
supplement to Construction and Building Materials
published each May, and in an article on “Estimat-
ing Expenditurcs for Now Construction” published
in tho Monthly Labor Review for February 1950.
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NEW HOUSING STARTS

Description of series.—This series, prepared by the
Bureau of Labor Statistics, represents the number
of nonfarm dwelling units on which construction is
started in the United States each month,

For the purposo of this series the dwelling unit is
defined as a dwelling place containing permanent
cooking facilities, i. e., accommodations with house-
-keeping facilities designed for family living. Units
guch as transicnt hotels and dormitories which lack
housckeeping facilities and such dwellings as trailers,
houseboats, sheds, and shacks are not included.
Temporary dwellings built just before and during
World War 1I and the temporary reuse units built
‘during the veterans' emergency housing program of
1946-47 are not included.

Dwelling units are classified as public or private
on the basis of ownership. Those owned by agen-
cies of Federal, State, or local governments are
counted as public.

Statistical procedures—Each month & question-
paire is mailed to some 6,000 local government offi-
oials throughout the country who issue building per-
mits. About 2,500 of these are in urban places and
the rest are in incorporated places under 2,600 popu-
lation, plus some counties and townships which
require permits. Information is requested, among
other things, on the number of dwelling units for
which building permits were issued during the
month. '

Reports from permit-issuing places are classified
b type of place, size, geographic area, and whether
inude or outside a metropolitan area. Reports in
each class are weighted to account for places not
reporting, and added to give the total number of
units for which permits were issued. Adjustments
are made to allow for difference in time between
issuance of permit and start of construction and for
permits not used. The result is an estimate of pri-
vate units started in permit-issuing places.

Information on new housing starts in rural non-
farm portions of the country not covered by building
permits is obtained by field surveys in the non-permit-
issuing parts of a sample of 96 counties. This sample
was selected by classifying all counties into 96 groups
according to such characteristics as sizo, whether
more urban or rural in character, winter temperature,
oxtent of previous building activity, and racial com-

~position of the population, and drawing one county
at random from each group. The number of starts
reported in each sample county is weighted to rep-
resent all counties in the group from which it was
drawn, and the weighted figures are added to give

A A S o 2 e o s e e A

an estimate of the number of private units started
in rural non-permit-issuing places. This figure added
to that for permit-issuing places gives the total
number of private nonfarm units started.

Information on number of public units started is
obtained directly from the sponsoriny Federal, State,
and local agencies. This figuro added to the estimate
for private units gives the estimate of the total
pumber of nonfarm dwelling units sterted each
month,

The seasonally adjusted annual rate of starts of
private units published currently is computed each
month by dividing the estimate of private starts for
that month by the respective scasonal index and
multiplying the result by 12.

In order to obtain a preliminary estimate by 15
days following the end of the month, all permit
reports received at that time, supplemented by tele-
graphic and telephono reports as necessary, are
classified into estimating cells. The percent change
from the previous month is computed for identical
reporting places and this figure is applied to all places
in the class, except all large cities and high activity
places for which actual reports are required. Since
the field surveys in non-permit-issuing areas are not
completed in time, & preliminary estimato for such
areas is made by projecting the previous month’s
figure on the basis of the trend shown by rural non-
farm places for which permits are issued.

Relation {o other series.—Data compiled for this
geries are used in the preparation of estimates for
the series on New Construction, described above.

The series on New Housing Starts has & limited
relationship to Census of Housing figures, Units
gtarted should not be added to Census inventory
figures without an adjustment to allow time for
completion. Also, although new construction usually
accounts for the greater part of the difference ‘n in-
ventory reported in successive housing censuses, there
are other changes too, such as demolition, disaster
losses, additions and losses due to conversions, and
changes in classification as farm or nonfarm. The
census also includes. certain types of places where
people live which would not be counted as dwelling
units under the definition for the New Housing
Starts series,

The Bureau of Labor Statistics also publishes data
on building suthorized for, all reporting places.
These figures differ from the New Housing Starts
series in that they represent totals taken from build-
ing permit reports without any adjustment for lag
and lapse. ‘




New Housing Starts

New nonfarm housing units started
Publicly Privately

Total owned owned
247, 000 247, 000
449, 000 449, 000
716, 000 716, 000
871, 000 871, 000
893, 000 893, 000
937, 000
, 000
810, 000
%753, 000
509, 000
330, 000
254, 000
134, 000
93, 000
126, 000
221, 000 5, 300 215,700
319, 000 14, 800 304, 200
336, 000 3, 600 332, 400

406, 000 6, 700 X
515, 000 56, 600 458, 400
602, 600 73, 000 529, 600
706, 100 86, 600 619, 500
356, 000 54, 800 301, 200
191, 000 7, 300 183, 700
141, 800 3, 100 138, 700
209, 300 1,200 208, 100
670, 500 8, 000 662, 500
849, 000 3,400 845, 600
931, 600 18, 100 013, 500
1, 025, 100 36, 300 988, 800
1, 396, 000 43, 800 1, 352, 200
1, 091, 300 71, 200 1, 020, 100
1,127, 000 58, 500 1, 068, 500

Notg.—Monthly data are available beginning with 1839,
Sguree: Department of Labor.

< Uses and limitations.—This scries serves as an im-
portant guide in the formulation of national housing
policy and as an indicator of a substantial part of all
building activity and related economic trends. One
deficiency, which affects its usc as 8 timely indicator,
is the fact that the revised estimate, made 3% months
after the month affected, may differ fairly substan-
tially from the preliminary estimate. For the 4-year
period 1949-52 theso changes averaged 3.2 percent,
but ranged from an increase of 12.8 percent in the
final estimate over the preliminary to a decreaso of 6.1
percent. Increases have been slightly more frequent
and larger than decrenses.

The revised or final estimates are subject to two
kinds of crrors. ‘The first, amounting to about 2 per-
cent, is error due tosampling in nonpermit places and
lack of complete information reported from permit-
issuing places. The amount of the second type of
error cannot be measured. It stems from a variety
of sources, such as building without permits, short~

run changes in the time of starting construction after
permits are issued, and use of obsolete data in
classifying areas into the various groups used in the
estimating procedure. The latter is in process of
being corrected by rebasing the classifications on
more up-to-dato information, and the estimating
procedure for both permit and ponpermit areas is
being improved.

References.—Data presented in this serics are pub-
lished in somewhat greater detail in Construction,
published monthly by the Bureau of Labor Statistics.

A more detailed technical description of the methods’

used was presented in an article on “Fstimating Na-
tional Housing Volume"” in the October 1949 issue of
the Afonthly Labor Review. The seasonal adjust-
ment is deseribed in more detail in an article on
“Method of Compiling Seasonally Adjusted Annual
Rates of Housing Starts” in the August 1052 issue of
Construction.
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INVENTORIES AND SALES

Totcxl Busmess, Retail, und Manufac-
turing

Description of series—Total business sales and
inventories are estimated monthly by the Office of
Business Economics, Department of Commerce, by
swiiming the estimates computed separatoly for
manufacturing, retail trade and wholesalo trado.
The sales estimates include all business receipts of
the reporting companies, not just receipts from sale
of merchandise. In the manufacturers’ series, in-
ventories are valued at book value, In the retail and
wholesale trade series, inventories are valued at cost.
The estimates are adjusted for seasonal variation.

- Statistical procedures—The estimates of manu-
facturers’ and wholesale monthly sales and end-of-
month inventories are made by extrapolating bench-
mark estimates: the Internal Revenue Service’s
Statistics of Income, 1949, Part II, for manufacturers,
and a modified 1948 Census of Whol& alo Trade base
for wholesalers. As new annual data becomo avail-
able ‘the benchmark estimates are extrapolated to
more recent annual estimates which in turn are
extrapolated on the basis of monthly data reported
to the Census Bureau and OBE. The estimates are
- revised as more comprchensive data become avail-
. able. A sample survey being initiated by Census
will soon provide direct estimates for wholesale trade.

Monthly estimates of retail sales, unadjusted for
seasonal variation, are derived directly from a
monthly sample survey conducted by the Census
Bureau. A random sample, stratified by size and
industry group, is used. Tho estimates are com-
puted directly from the reported sales of stores in
the sample essentially by weighting the reported
sales of each member of the sample by a value de-
pendent upon its probability of selection. These
estimates are not linked to a benchmark, Adjust-
ments for seasonal variation are made by OBE,

In attempting to relate theso series to each other,
it must be recognized that the different basic units
of measurement used (e. g., company or establish-
ment) can affect the totals, and to a lesser oxtent
the movements, which a given series reflects, For
example, the wholesale trade and retail trade sales
series described above are based upon the establish-
ment unit of classiﬁcation, whereas the manufac-
turers’ sales series is based upon the company unit
of classification. The Office of Business Economics
adjusts the wholesale series to remove the major
sources of duphcatwn so that they can be summed
to obtain a series for total business sales,

Uses and limitations,—The monthly sales and in«
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ventories series are important economic indicators,
reflecting the level of economic activity at the three
major stages of the distributive process. The sales
series reflect the demand for goods and services at
these three stages, and constitute a basic measure of
the state of business for the periods covered. The
inventories series reflect the net result of a combina-
tion of at least two factors, viz, the effect of recent
actual sales levels on the stocks of sellers at various
stages of distribution and the sales levels expected
by these sellers during the immediate future.

The monthly estimates are tested against more

comprehensive data when those data become avail-
able at some later time. Tho estimates for such
aggregates as total manufactures’ sales have in the
past proved generally accurate, but preliminary
estimates, especially, are subject to changes.
- References.—Sales and inventory data for manu-
facturers, wholesale trade and retail trade are
published monthly in the form of press releases and
in the Surrey of Current Business. Retail sales
estimates are also published in a separate Monthly
Retail Trade report by the Bureau of the Census.

More complete descriptions of the various series
have been presented in issues of the Survey of Current
Business: for Manufacturers, October 1951, October
1952, and December 1953; for Wholesale Trade,
August 1948, October 1951, October 1952, and
December 1953; and for Rctail Trade, September
1952 and November 1952, Tho Bureau of the
Census has also issued a “Description of the Sample
for the Monthly Retail Trade Report.”

Department Stores

Description of series.—Monthly indexes of depart-
ment store daily average sales and end-of-month in-
ventories are prepared as & joint product of the
Federal Reserve Board’s Division of Research and
Statistics and the research departments of the 12
Federal Reserve district banks. The coverago and
collection mothods and the procedures used in com-
puting theso indexes are described in detail in the
December 1951 issue of the Federal Reserve Bulletin.

Relation to other series.—The indox of department-
store sales is closely related in scope to the Com-
merce (Census and Offico of Business Kconomics)
series on department-store sales. The series are not
completely comparable. The Commerce series in«
clude sales taxes in the total receipts figure; the
Federal Reserve sales index is based upon & receipts
figure from which sales taxes are excluded. The
Census dollar-volumo series, which is unadjusted
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Inventories and Sales
Total business ! Retail Manufacturing Department stores
Inven- Inven- Inven- New Inven-
Year tories Sales * tories ! Sales * tories Sales? | orderes | toriess | Seles’
Millions of dollars Index 1947-49=100
(O} (@] O] (W] Q) ¢ ® 48 36
Q] (%) Q] ) 12, 466 5, 137 (%) 48 37
) ® (&) (%) 12, 089 5,225 Q] 48 37
0] (%) 2‘) (%) 12, 206 b, 488 (‘g 48 37
® ®) U] (0] 12,775 5, 859 (O 48 38
® ® (%) (] 11, 265 4, 759 %‘) 44 35
® V] W} Q] 9, 105 3, 585 &) 39 32
$‘) ?) ] Q] 7,332 2, 565 Q] 31 24
’i %) Q] * 8, 146 2, 857 é’) 29 24
[© ® O] ® 8,718 3,601 U] 31 27
(O] (] ® [Q] 9, 098 4, 104 * 31 29
(’; " Q] (%) 10, 676 5, 008 [Q] 33 33
¢ E‘) ® * 12,012 5, 485 * 39 35
18, 920 5) 5,276 [Q)] 10, 750 4, 487 ® 35 32
20, 051 10, 802 5, 534 3,503 11, 465 5,112 6, 354 35 35
22,176 12, 134 6, 119 3, 865 12, 819 5, 859 6, 806 38 37
28, 780 15, 811 7,776 4, 606 16, 960 8,172 9, 803 46 44
31,001 18, 623 8,023 , 768 19, 287 10, 430 13, 345 63 50
31,343 21, 920 7, 561 5, 270 20,098 12, 820 12, 705 55 56
31, 059 23, 785 7, 640 5, 851 19, 507 13,782 11, 906 58 62
30, 893 23, 852 7,048 6, 503 18, 390 12,873 10, 532 59 70
42, 942 27, 150 11, 852 8, 541 24, 498 12,617 13, 694 77 20
50, 605 33, 156 14, 060 9, 967 28, 920 15,917 15, 622 93 08
55, 647 36, 438 15, 828 10, 877 31, 734 17,630 17, 350 107 104
52, 264 34, 664 15, 311 10, 893 28, 972 16, 416 15, 903 100 98
62, 423 39, 425 18, 652 11, 974 34,118 19, 312 20, 967 109 105
674,059 | *44,454 [ 020,754 | *13, 185 43, 039 22,334 24, 431 129 109
74, 167 45, 554 20, 804 13,674 43, 824 23,043 23, 603 118 110

1 Also includes wholcsale,
Surrey o{(‘nrmu Tystness: revised Inventory figures for manufacturing and wholesa
1 Book value, end of period, scasonsily adjusted.
3 Monthly averago for year.
: 'P‘I vgmu ﬁ’; g]ndo!-monm boak value.
ot avallable,
§ Revisod series beginning with 1631; not comparable with previous data. See Surrey of Current Buainess, September and November, 1052, for detall.

pot shown scparotely in this table, Revised ralcs ﬂfums for manufacturing and wholesale trade will appear in the Docember 1983,
e and rotail trade will appear in the January 1954 issue of the Sureey.

NOTE.—Monthly data are available beginning with 1919 for department stores and beginning with 1939 for all others, Also, quarterly dala for manufacturin
Inventories and sales are avatlable begluning with 1026, par » @ y 8

Sources: Department of Commerce and Board of Governors of the Federal Reserve System.

for seasonal variation, measures total sales during &
calendar month, whereas the Federal Reserve unad-
justed index measures daily averago sales on the
trading days in the month. All other things being
equal, the Census estimates will vary with the num-
ber of trading days in the month; the department-
store sales index should not be affected by changes
in the number of trading days in the month. OBE
adjusts the Census series for geasonal variation and
for number of trading days in the month. The
Commerco adjusted dollar series is, therefore, com-
parable in this respect with tho Federal Reserve
adjusted index of department-store sales.

Uses and limitations.—Iconomic Indicators pub-
lishes the national indexes of department-store sales
and inventories. Indexes for the 12 Federal Re-
gerve bank districts and for some cities or areas with-
in those districts, as well as for the Nation, are com-
puted and published by the Federal Reserve System.

Considerable use is made of the indexes at the local
level, especially in the department-store field.

The department-store sales and inventorics in-
dexes are useful as indicators of the relative sales and
inventories positions of this limited, although im-
portant, segment of retail trade. However, one
should not attribute to the department-stors indexes
the characteristics of all retail trade. Comparison
of month-to-month changes in department-store
sales with month-to-month changes in total retail
sales shows that, while changes in the two series have
been almost always in tho same direction, the magni-
tudes of the changes are substantially different for a
majority of the months for which data are available.

References.—Tho indexes of department-store salos
and inventories are published monthly in the Federal
Reserve Bulletin. A detailed description of the series
appeared in tho December 1951 issuo of the Bulletin,
and an oxplanation of *“Adjustment for Seasonal
Variation” in the Juno 1941 issue.
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MERCHANDISE EXPORTS AND IMPORTS

Description of series.—This monthly Bureau
of the Census serics on exports gives the value
of merchandise (except in-transit merchandise)
shipped from the United States to foreign countries.
Exports of Alasks, Hawaii, and Puerto Rico to
foreign countries are shown as United States oxports.
Shipments between the United States and its Terri-
tories and possessions are not regarded as exports or
imports. Both Government and non-Government
exports are included. The former include Mutual
Security program military and economic aid, and
Department of the Army civilian supply shipments,

- but shipments to United States Armed Forces and
- diplomatic missions abroad for their own use aro
excluded. Also excluded are exporis of gold and
silver, oil and coal bunkers laden at United States
ports on vessels in foreign trade, and a number of
items of relatively small importance such as low»
valued or noncommercial shipments by mail and
gifts valued below $100.

Except for Department of Defense shipments as
explained below, export figures are obtained from the
Shippers’ Export Declaration which exporters are
~ required to file with the collectors of customs. These

shipments are valued at the tirae and place of ex~
- port—that is, actual selling price, or cost if not sold,
including inland freight, insurance and other charges
to the place of export. Transportation and other
‘costs beyond the United States port of exportation
are excluded. For exports made by the Department
of Defense of grant-aid military equipment and sup-
plies under the Mutual Security Program and for
other Department of Defense shipments such as
those under the Civilian Supply Program, informa-
tion is compiled by the Bureau of the Census from
the records of the Department of Defense. In most
instances, these records show values f. o. b. point of
origin. 'These are adjusted to show value at the
United States port of exportation.

The monthly serics on imports gives the value of
“general imports” into the United States, that is,
merchandise released from customs custody imme-
diately upon arrival, plus merchandise entered into
customs bonded warehouses on arrival, As in the
case of exports, Alaska, Hawaii, and Puerto Rico
are included with continental United States, and
both Government and non-Government shipments
are recorded. Similarly, the exclusions with respect
to in-transit shipments, gold and silver, and low-value
items apply.

Imports are valued in accordance with the T'ariff
Act of 1030 which provides that the value of im-
ported merchandise shall be the foreign or export

value, whichever is higher. In general, they approxi®
mate those f. 0. b. the exporting country. Trans-
portation costs and United States customs duties
are therefore oxcluded. The values given in the
published statistics are those reported by importers
on the Bureau of Customs Import Entry Form.

Relation to other series.—Concurrently with the pub-
lication of monthly totals for exports (including re-
exports) and general imports, the Bureau of the
Census also shows exports of domestic inerchandise
and imports for consumption, The latter includes
imports for immediate consumption, plus with-
drawals for consumption from customs bonded ware-
houses. The difference between total merchandise
exports and imports should not be confused with the
more inclusive Gross National Product series of Net
Foreign Investment, which is a measure of the excess
of goods and services transferred to foreigners over
those acquired from foreigners (see p. 4).

Uses and limitations.—These overall series provide
accurate monthly indicators of the movement of
merchandise exports and imports. They do not
distinguish between Government and non-Govern-
ment transactions.  Although the exports are divided
into “Grant-aid” and “Excluding grant-aid,” the
latter also includes some Government-sponsored oX-
ports, as noted in the table. The import totals in-
clude private shipments and those under Govern-
ment sponsorship, such as purchases of strategic ma-
terials and reverse lend-lease. When United States
trade statistics are compared with those of other
countries, special attention needs to be given to the
extent to which the series being compared differ as
to valuation and coverage. Changes in exports rela-
tive to imports may indicate ‘significant changes in
our merchandise trade with other countries, but do
not necessarily reflect changes in the balance of pay-
ments of the United States, which must take non-
merchandise items into account,

References.—Preliminary totals for exports (in-
cluding reexports) snd general imports are pub-
lished monthly in the Bureau of Census release,
FT 000-P, “Preliminary (Estimated) Export and
Import Totals.” Compiled totals for exports and
general imports, exports of domestic merchandise,
imports for consumption, and Departmunt of De-
fenso shipments of grant-aid military equipment and
supplies are published shortly afterward in the
monthly release F'T 900, ‘"Total Trade.” Cumula-
tive totals are provided in the “Quarterly Summary
of Foreign Commerce of the United States,” which
also contains index numbers for tho several export
and import series. Detailed commodity by country




Merchandise Exports and Imporis

[Monthly average, millions of dollars}

Merchandise exports

Excess of exports (+)
or imports (—)
Merchandise

Year

Grant-aid
shipments ?

imports

Excludin
rant-ai

shipments

Excluding
%:-ant-a(d
shipments

495
+250
+206

833
1,164
1,099

1 Includes shipments under special programs such as those grant-aid hsmymms Tisted tn footnote ? below a8 well as other 5rsnt-ald prograrns such as FOA (Marshall
,

Plan); other Jess limportant programs such as Surptus Incentive Mater
m'h'ls‘ge Organization, ete. which were grant-ald only {

Forel
P%lzures aro not shown for the years 1048
represented most of the grant-ald shipments durlug that period.
Flgures for tho years 1950-52 includo only the Depar
ratn~—tho otly lportant grant-ald program durin
‘rogram cconotnlc ald exports were tmportant, but f 19%
menls were aiso mla(lwl{ unjmportant by 1952, Mo
provided In the batanoe of payments statiatices.
¥ Not avallable.

Notz.—Mouthly data are available for all yeors shown {n table.

Reorlentation and Rehiabilitation programs; an

y In part.

xocpt for Army Clvidian Supply exports for 1843-46 for which Information is not available, the nrurcs shown for 1947 and
the following programs {dates shown are the approsimate periods the programs wera in operation): Lend-

1 Relief (194748); Interlm Ald (1947-48); and Army Civillan Supply (1943-present).

9 because separate Information on ECA (Marsha)] Plan) economic &id exports is not avallable and these shipments

tment of Defense shipments of grant-atd milltary sy

that ;miod for which scparate cxport Information ks ava lable. During this period ECA and Mutua) Security
they were tnuch less imporiant than the mititary smnbald eaports shown.

re preciso infornution ou military and other grant-al

programs such as UNRR A, International

rior years include exports under

ease (1041-47); Groek-Turkish Ald (1047-52); United States

plies and cquiprnent under the Mutual Security Pro-

Army Civillan S\cxsply ship.

extended 1o other countries by the United States s

Source: Forelgn Commerce and Naclgation of the Unlted Stalea snd olhet Burcau of tbo Census publications and tabulations.

dats are also published by the Census Bureau. A
monthly pamphlet, “‘Foreign Trade Statistics Notes,”
contains supplementary information on such items
as unusual transactions appearing in the statistics,
changes in the types of ghipments included in the
statistics, special problems of valuation, commodity
classification, and the like, A comprehensive dis-

cussion of the scope and content of United States
foreign trade and shipping statistics is available in
Foreign Commerce and Navigation of the United
States, last published in 1946. A completo list of
all Census publications in the ficld of foreign trade
is available in the Catalog of United Stales Foreign
Trade Statistical Publications. :
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NATIONAL INCOME

Description of series—National income is the
aggregate of earnings by labor and property from the
current production of goods and services by the
Nation’s economy. It is the sum of five major
items: (1) compensation of employees, (2) proprie-
tors’ income, (3) rental income, (4) net interest, and
(6) corporate profits.

. “Compensation of employees” is the sum of wages,
salaries, and certain supplements, such as employer
contributions to social insurance.

“Proprietors’ income’ measures the monetary
. earnings and income in kind of sole proprictorships
(including doctors, lawyers, and other self-employed),
partnerships and producers’ cooperatives, exclusive of
capital gains or losses. The supplementary income
which individuals obtain from renting property does
not appear here, but under rental income of persons.

“‘Rental income” consists of (1) net money income
of persons from rental of real property, (2) estimated
net rental value to homeowners of their homes, and
(3) royalties received by persons from patents,
copyrights, and rights to natural resources.

“Net interest” measures both the money interest
and the imputed interest accruing to the Nation's
residents from private business and from abroad,
minus Government interest disbursements to busi-
ness, which appears as part of business incomes.
Imputed interest consists of the value of financial
services received by persons without explicit pay-
ment and property income -withheld by life-insur-
ance companies and mutual financial intermediaries
on account of persons.

“Corporate profits’” are the earnings of corpora-
tions organized for profit, measured before Federal
and State profit taxes, but without deduction of
depletion charges and exclusive of capital gains and
losses. (For a moro extended discussion of corporate
profits, see the following section.)

“Corporate inventory - valuation adjustment”
measures the excess of the value of change in the
volume of corporate inventories (in terms of average
prices during the period) over the chango in terms
of book values. This adjustment is required since,
as is customary in business accounting, corporate
profits are reported inclusive of inventory profits or
loss, whereas only the value of the roal change in
inventories is counted as current output in the
pational product,

Statistical procedures—The methods of estimation
employed in the very complex area of national income
are described in detail in the National Income Sup
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' PURCHASING POWER

plement to the Survey of Current Business, 1951. The
following indicate briefly the types of estimating
procedures used:

“Cormapensation of Employees”—reliable data
aro availablo each year from the social-security
system, with current monthly estimates resting
chiefly on employer reports to the Bureau of
Labor Statistics on employment and earnings,

“Proprietors’ Income’—estimated from in-
come tax returns to the Internal Revenuc Ser-
vice, usually obtained every sccond year, with
current quarterly data derived from analysis of
trends in sales and corporate profits in indi-
vidual industries.

“Rental Incomo’—estimated from a variety
of Census and BLS data on average rents paid
at various dates and Census and Internal
Revenue Service data on the distribution of
property ownership and rental income between
persons and business.

“Net Interest”—estimated from reports to the
Internal Revenue Service, Bureau of the Cen-
sus, Board of Governors of the Federal Reserve
System, and other agencies on interest and debt.

Relation to other series.—The relation of national
income to gross national product is discussed
above (p. 4); and the relation to personal income
is defined below (p. 47).

Uses and limitations.—The national income meas-
ures earnings from current-output and is a useful
measure of the rate of flow of such earnings. The
movements of this series corregpond with movements
in production. {oever, the value of the national
income serics lies more in the components than in
the total. It may mean little to know that national
income (unadjusted for price changes) has gone up;
but it may be very important to know the relative
contribution of wages and profits to that increase.

The chief cautions for use result partly from the
definitions used, and partly from the nature of the
basic data, With respect to the first, care must be
taken not to interpret movements in the series as
measuring something other than they are intended
to measure. For example, variations in wages and
profits do not necessarily indicate changes in the
welfare of workers or in the ability of corporations to
provide now capital. For such purposes, these varia-
tions must be copsidered in the light of other factors
such as the cost of living and the cost of new plant
and equipment. With respect to the second-—which




National Income

{Billions of dollars]

) Corporate profits and inventor
P{gg;ilﬁgg;s P aluation adjustment 4
Total Compensa- | 2 eoccional
Year national tion of p fa‘”;?)n " | Net interest
income employees | o4 rontal Profits Inventory
income Total before valuation
taxes adjustment
87. 4 50. 8 19.7 6.6 10. 3 9.8 .5
75.0 46,6 15.7 8.2 8.6 3.3 3.3
68,9 39. 5 1.8 59 1.6 -. 8 2.4
4.7 30. 8 7.4 5.4 -2.0 -3.0 1.0
39. 8 20.3 7.2 5.0 -2.0 .2 —-2.1
48. 6 341 8.7 4.8 1.1 1.7 -. 6
56. 8 37.1 12,1 4.5 3.0 3.2 -2
04. 7 42.7 12.6 46 4.9 5.7 -7
73.6 4.7 15. 4 4.4 6.2 6.2 (0]
67. 4 44.7 14.0 4.3 4.3 3.3 1.0
72,6 47.8 147 4.2 5.8 6.5 -7
81.3 51.8 16.3 4.1 9.2 9.3 -1
103. 8 643 20. 8 4.1 14.6 17.2 -2.6
137. 1 84.9 28. 4 3.9 19.9 211 -1,2
169. 7 109. 2 32.8 3.4 24.3 25.1 ~.8
183. 8 121, 2 356 3.1 24.0 24.3 -3
182.7 123.0 37.5 3.0 19. 2 10.7 -6
180. 3 117. 1 42.0 2.9 18.3 23.5 -5.3
108.7 128.0 42. 4 3.5 24.1 30.5 -5.8
223.6 140, 2 47.3 4.3 3.7 33.8 —-2.1
216.3 139. 9 42.1 5.0 29. 2 27.1 2.1
240.6 153. 4 46. 4 5.7 36.0 41.0 -5.0
278. 4 178 9 50.7 6.4 42. 4 43.7 -13
201, 6 193. 2 51.2 7.0 40, 2 39,2 1.0

1 Less than $0,05 billlon.

Notr.—Detall will not necessarily add to totals because of rounding.
Quarieriy data are ava‘lable beglnning with 1939

Source; Department of Commerce.

is particularly applicable to the current data on
proprietors’ earnings, rental incomo, net interest, and
the inventory valuation adjustment—it should be
recognized that many of the available data permit
only fair approximations of the phenomena being
measured, and therefore too great reliance should not
be placed on theso statistics as instruments of precise
measurement.

References—Quarterly data appear regularly in

the statistical section of the Survey of Current Busi-
nese. For annual data, preliminary estimates appear
in the February issue, revised estimates in the July
jssue. Historical data for 1020-48 appear in the
1961 National Income Supplement to the Survey, and
for 1049-52 in the July 1953 issue of the Survey.
A detailed discussion of the technical aspects of the
estimates is given in the 1951 National Income
Supplement.




'CORPORATE PROFITS

Description of series.—The corporate profits series
of the Office of Business Economics, Department of
Commerce, contains profits estimates for past years
and recent quarters for all United States corporations,
estimates of the distribution of those profits between
dividends and retained earnings, and estimates of
corporate tax liability. The national income concept
of profits of OBE is used in this series. This concept
of - profits differs from the conventional accounting
concept of profits (which is used in the Internal
Rovenue Service tabulation of profits and in the
financial reports series of the Federal Trade Com-
mission and Securities Exchange Commission) in
that dividends received by corporations sre deducted

" from profits (and dividends) to obtain unduplicated
totals reflecting income originating in United States
corporations; profits are calculated inclusive of de-
pletion, which is not considered an element of capital
consumption in the national income and product
sccounts; capital gains and losses are eliminated from
profits because they do not measure gains or losses
originating in current production; and adjustments
for international flows affecting profits are made.
The estimates are based largely on tabulations from

.income-tax returns and from reports to the SEC,
FTC, and other regulatory agencies.

" The corporate profits series as initially published

are revised to reflect more comprehensive data when
those data become ¢ ailable. Since the data become
more comprehensive in stages, i. e.,, more and more
dats become svailable periodically until the complete

Internal Revenue tabulations are published, several

revisions are made before “final” estimates are pub-
lished. Some revisions, though minor, are made even
after the tabulations ere available,

Statistical procedures.—The annual dats published
in the corporate profits series are, except for the 2 or
3 most recent years, based upon tabulations by the
Internal Revenue Service of unaudited corporate-
income-tax returns. The data in these tabulations
are adjusted in various ways to make them com-
parable, statistically and conceptually, with other
entries in the national income accounts. The im-
portant accounting concepiual adjustments are sug-
gested by the statement above of differences between
the conventional accounting concept of profits and
the national income concept. Another important
adjustment of the tabulations is the audit adjustment
which makes allowance for additional profits dis-
closed by auditing of the income-tax returns by
Internal Revenue. Mutual insurance companies
are not considered part of the corporate universe for
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national income purposes, and profits of these com-
panies are removed from the tax-return tabulations.

Since the tax-return tabulations are not available
until more than 2 years after the close of the year
to which they refer, other bases for the estimates for
the most recent 2 years and for quarters must be
used. Thesé estimates for current periods are made
by extrapolating the benchmark estimates, i. e., the
latest estimates based upon Internal Revenue tax-
return tabulations. The extrapolators are based
upon regular quarterly reports from manufacturing
corporations to FTC and SEC and from public-
utility corporations to Federal regulatory agencies,
and upon nongovernmental surveys and miscel-
lancous sources of varying reliability. When the
Internal Revenue tabulations of tax returns for a
given year become available, the estimates for that
year are revised to conform to the Internal Revenue
tabulations. .

The series on “Corporate tax liability” is derived
by procedures generally similar to those described
for corporate profits.

Relation to other series.—The corporate-profits
serics i3 designed primarily to measuro the contri-
bution of corporate profits to the national income.
It is, therefore, as consistent with the concepts and
other series which are a part of the national income
accounts as the basic data permit, and can be used
in conjunction with the other national income series
(e. g., net interest, proprietors’ and rental income,
compensation of employees, etc.) with confidence of
conceptual comparability.

The corporate-profits series is, ag it must be, based
upon reports from companies rather than establish-
ments. This results in some noncomparability with
geries based upon reports from establishments.
Furthermore, survays based upon the establish-
ment unit of classification are not confined to es-
tablishments of corporations but include esteblish-
ments of other forms of organization as well. The
corporate-profits series, or any other series based
upon company reports, cannot safely be assumed to
be directly comparable with these establishment
series unless the reports on the different bases have
been reconciled. These factors are more important
when series for specific industries are being com-
pared, however, than when the broad aggregates
published in Economic Indicators are compared.

The series on Expenditures for New Plant and
Equipment (p. 32) and Manufacturers’' lnventories
and Sales (p. 38) are also based primarily upon
company reports, All three series are produced
for recent periods by extrapolating benchmark esti-
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Corporale Profits

[Billions of dollars]
Corporate profits after taxes
Corporate | Corporate .
Year profits tax
before taxes | liability Total Dividend | Undistrib-
payments | uted profits

9.8 1.4 8.4 5.8 2.6
3.3 .8 2.5 55 -~3.0
-. 8 .5 -1.3 4.1 —~5.4
-3.0 .4 —3.4 2.6 -8.0
.2 .5 —. 4 2.1 —-2.4
1.7 .7 1.0 2.6 -1.6
3.2 1.0 2.3 2.9 ~.6
57 1.4 4.3 4.6 -.8

6.2 1.5 4.7 4.7 m
3.3 1.0 2.3 3.2 -0
8.5 1.5 50 3.8 1.2
9.3 2.9 6.4 4,0 2.4
17.2 7.8 9.4 4.5 49
21. 1 1.7 9.4 4.3 6.1
25. 1 14. 4 10. 6 4.5 6.2
24.3 13.6 10.8 4.7 61
19. 7 11.2 8.5 4.7 3.8
23.5 9.6 13.9 5.8 81
30.6 1.9 18. & 6.6 12.0
33.8 13.0 20.7 7.2 13.5
271 10. 8 16.3 7.5 8.8
41.0 18.2 22.7 9.1 13.6
43.7 23.6 20.1 9.2 10.9
39.2 20. 6 18.6 9.1 9.5

11058 than $0.05 billien.

Norz.—See table p. 43 for profits before taxes and Inventory vatustion adjustment. Detall will not necessarily 8dd to tat s because of rounding,
Quarterly data are avallable beginning with 1939,

Source: Department of Commerce.

mates based upon Internal Revenue Service tabula-
tions of income-tax returns. ‘The Plant and Equip-
ment Expenditures and the Inventories and Sales
series differ from the corporate-profits series in that
they cover unincorporated as well as incorporated
businesses.

U ses and limitations.—The corporate-profits series
is an important economic indicator, reflecting the
state of health of a substantial part of the Nation’s
business community. Certain limitations of the
series require that it be used with caution, howover.

(1) As its title indicates, the series measures only
the profits of corporations. It does not, therefore,
portray fully the profit position of all business.

(2) The total corporate-profite series is too gen-
eral to provide any indication of the profit positions
of specific industries. In some situations knowledge
of the profits experience of specific industries is vital
to correct economic analysis.

(3) The quarterly corporate-profits estimates are
less reliable than the annual estimates, especially the

annual estimates for past years, There are two
principal reasons for this: (@) quarterly income
statements, upon which the quarterly series must be
based, are inherently less reliable than annual income
statements because they are affected by seasonal
influences that are not completely accounted for in
company reports and (b) wide gaps in the financial
data available quarterly make the underlying basis
of the quarterly cstimates weaker than that of the
annual estimates, even before the Internal Revenue
tabulations become available.

References.—The corporate-profits series is pub-
lished quarterly in the Survey of Current Business.
A complete statement of the methods and the
sources of data used in preparing these estimates is
presented in the 1951 Nalional Income Supplement
of the Survey of Current Business, pages 84-90.
The statement on procedures for preparing recent
year and quarterly estimates, described in detail on
pages 88-89, is still generally accurate, although
somo relatively minor revisions have been made.
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Personal Income
(Billions of dollars]

Proprietors’ income
Lu?m; in‘come Dividend
salaries, vidends
Year Total per- | yages, and Business, | and personal Transfer
sonalincome | gehor jabor Farm professional, in‘t):resc payments
income) ¢ and rental
income !
851 50. 5 5.7 14.1 13.3 L5
76. 2 46, 3 3.9 1. 8 12,6 1.5
64, 8 39.2 2.9 89 1.1 2.7
49, 3 30. 5 L7 5.7 9,1 2.2
46, 6 29,0 2.3 4.9 82 2.1
53.2 33.8 2.3 6.4 8.6 2.2
59. 9 36. 8 49 7.3 8.6 2.4
68, 4 42,1 3.9 8.8 10. 1 3.5
74.0 45. 9 56 9,8 10. 3 2.4
68. 3 42.8 4,4 9,6 8.7 2.8
72. 6 457 4.5 10. 2 9.2 3.0
78.3 49, 5 4.9 1.3 9.4 3.1
95. 3 6.5 6.9 13.9 9.9 3.1
122.7 81,4 10. 5 18,0 9.7 3.2
150. 3 104. 6 1. 8 211 10. 0 3.0
165. 9 116. 2 1.8 23.7 10. 6 3.6
171.9 116. 9 12. 8 25.0 11, 4 6.2
177. 7 111, 1 14. 8 27. 2 13. 2 11. 4
101. 0 122. 3 16. 6 26. 8 14. 5 1.8
209, & 134. 9 1.7 29.6 16. 0 1.3
205. 9 134. 2 12. 8 29.3 17. 1 12. 4
226. 7 146. 5 13.3 32.1 19,6 16. 1
254, 3 170. 7 15. 6 35.2 20. 5 12. 5
269. 7 184. 9 14.8 36. 1 21,0 12,9

1 Excludes soclal contributions of employees and, heginning January 1052, of sclf-employed persons.

Notr.—Delal) will not necessarily add to totals becanse of rounding.
Monthly data sre available beglnning with 1929,

Source: Department of Cormerce,

PERSONAL INCOME and PER CAPITA DISPOSABLE INCOME

«Dividends and personal interest” is the sum of
money dividends and the net jnterest component of
national income, plus net interest paid by the
Government. :

“Transfer payments” include payments not result-
ing from current production, such as social-security
benefits, military pensions, corporato gifts to non-
profit institutions, direct relief, and consumer bad
debts. This component does not include Govern-
ment interest.

Disposable personal income is equal to Per-
sonal Income less taxes on individuals . (including
income, property, and other taxes not deductible as
business expense), customs receipts, and other gen-

(Discussion of these two series is here combined in
one section, because of their close relationship.)

Description of series.—Personal income is composed
of income received currently by individuals, by un-
incorporated businesses, and by nonprofit institu-
tions (including pension, trust, and welfare funds).
This income is here divided into labor income, pro-
prietors’ income, dividends and personal interest, and
transfer payments. Although most of the income is
in monetary form, thero are important exceptions—
chiefly estimated rental value to owner-occupants of
their homes and value of food consumed on farms.

«Labor income” is principally wages and salaries,
less contributions which are made {rom employees'

pay for sacial security. .

“Proprietors’ income" is the sum of unincorporated
business and rental income as defined above in the
section on National Income (p. 42}. In tho present
geries, however, the income of farm operators is
shown separatoly.

eral Government revenues reccived from individuals
as individuals, ,

“Disposable personal income in 1952 prices” is
the preceding series valued in 1952 prices by divid-
ing the series in current dollars by an overall
prico index (with 1052=100) for personal consump-




A R

Per Capita Disposable Income

?
Total dis!msahle personal | Per capita dispozable per- |’
income (billions of dollars)! sonal incomea (dollars)!
Year Population
g (thousands)?. -
Current 1952 Current 1952
prices prices ? prices prices?
82.5 127.3 677 1,045 121, 881
73.7 119.1 598 966 123, 188
63.0 113. 5 507 914 124, 149
47. 8 97.8 383 783 124, 949
45.2 97.0 360 713 125, 690
51. 6 104. 7 408 828 126, 485
58.0 115. 5 455 908 127, 362
66. 1 130. 6 516 1,020 128, 181
711 135. 4 551 1, 050 128, 961
65.5 127.7 504 9 129, 869
70.2 138. 2 536 1, 055 131,028
75.7 147.9 573 1,119 132, 122
92,0 169. 4 690 1,271 133, 402
116.7 191.3 865 1,418 134, 860
132. 4 198. 5 908 1,451 1386, 739
147.0 210. 3 1,062 1, 519 138, 397
151. 1 208.7 1,080 1,492 139, 928
158. 9 204. 2 1,12 1,445 141, 389
169. 5 108.2 1,17 1,375 144, 126
188. 4 208.6 1,285 1,423 146, 631
187. 2 209. 9 1,255 1,407 149, 188
205. 8 225. 7 1,357 1,488 151, 677
225.0 229. 6 1, 458 1,488 154, 360
235.0 235.0 1,407 1,497 156, 981

1 Income loss taxes

¥ Dollar estimates {n carrens prices divided by an overall fropllcit price (ndex for personsl consumption expenditures, This price index Is based on Department

of Commerce dats, shifted from a 1839 base,
¥ Including armed forces overscas, Annus) data as of July 1.

Note.~Quarterly data are available beglnning with 1939.
Sources: Department of Commerce and Councll of KEcouomlo Advisers.

tion expenditures, As a result, the income differ-
ence, for example, betwecn 1939 and 1952 is far less
in real terms than is indicated by comparing the
current dollar estimates of 70.2 billion and 235
billion, respectively. Prices were so much lower in
1939 that the income for that year should almost be
doubled for comparison with real income in 1952

“Per capita disposablo personal income’ is ob-
tained simply by dividing the disposable personal
income series by tho total midyear population,

Relation to other series.—Personal income differs
from national income by including transfer payments
and Government interest and by excluding contribu-
tions t» social insurance (by employce and em-
ployer), the inventory valuation adjustment and cor-
porate profits tax liability and undistributed corpo-
rato profits.

Uses and limitations.—The estimates for personal
income and its components and for disposable incomo
provide a measurement of trends in spending power
of individuals. The inclusion of substantial non-
menetary items—imputed rent, interest, food, fuel—
should bo noted for some purposes, but the effect of

including these items should not be overemphasized.
They tend to make the income estimates generally
more stable, but should have little effect on the
ability of the estimates to ghow when a change is
occuring and the divection of the shift.

Disposable personal income gives a more direct
measure of income available for spending, since it
approximates take-home income, than does personal
incomo. For measuring changes, in real terms, in
consumers’ buying power, the cstimates of disposable
incomo in constant prices are to be preferred.

References.—Monthly data on personal income and
quarterly data on disposable personal income appear
regularly in the statistical section of the Survey of
Ourrent Business. Preliminary annual estimates
appear in the February jssue, and rovised estimates
in the July issue of the Survey. Historical data for
192948 appear in the 1951 National Income Supple-
ment to the Survey of Current Business, and for 1919-
52 in the July 1953 issue of the Survey. The supple-
ment also contains & detailed discussion of the
statistical procedures used.
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CONSUMER INCOME, SPENDING, AND SAVING

Description of the series.— Disposable personal in-
come” is discussed in the preceding section.

~ “Personal consumption expenditures” is the sum

of money and imputed expenditures made by con-

sumers (individuals, nonprofit institutions such as
hospitals, etc.) for goods and services. The expen-
diture total covers total purchase cost to consumers,
including generel sales taxes. The full cost of auto-
mobiles, refrigerators, furniture, and the like is in-
. cluded in the period when sold—quarter or year—
regardless of when payments are made or completed.

The purchase of homes is not included as an expendi-

ture: instead the estimated rental value to the
- homeowner is included if he occupies the home.

“Durable goods” are those items which generally
last more than 3 years in use. “‘Nondurable goods”
are items with a shorter life, ‘‘Services” include
telephone, electricity, shoe repair, gas and water,
and also such items as the expense of handling life
insurance, and banking services furnished without
payment (such as free checks where a minimum
balance is maintained).
“Personal net saving” is equal to disposable per-
sonal income less personai consumption expenditures.
"As such, it conceptually includes not merely cash and
- bank deposits but changes in reserves of life-insurance
companies, farmers’ purchases of land and tractors,
ete.

Statistical procedures.—Personal consumption ex-
penditures for goods aro estimated for benchmark
years from the value of the output of specified items
as reported in the Census of Manufactures, less the
portion of this output bought by business and gov-
ernment or exported, To the consumer portion of
manufactured products is added the value of non-
manufactured consumer goods (for example, non-
processed foods) to derive producers’ output for
consumers. Successive adjustments sre added for
transportation, imports and exports, wholesale and
yetail inventory changes, wholesale and retail mark-
uips, and sales taxes. Transportation charges are
computed from ICC and other data on transporta-
tion.  Wholesale and retail markups are derived from
Census of Business and Internal Rovenue Service
data. For service items & great variety of sources
and procedures are used.

-~ Current estimates of consumption expenditures
rest chiefly on the month-to-month trends shown
by the retail sales figures, by kind of store, reported
in the Census Bureaw’s Monthly Report on Retail
N'#ade, by Federal Reserve Board data for depart-

ment stores, sales-tax receipts, and other source
data.

Relation to other series.—Estimates of personal con-
sumption expenditures will show much the same
trends from quarter to quarter as the figures for
total retail sales. However, personal consumption
expenditures also include a wide variety of services
and such items as food produced and consumed on
farms which are outside of retail trade. Conversely,
retail trade includes some commodity items, such as
building materials, gasoline and trucks, which are
not part of personal consumption expenditures.

The estimate of personal net saving and the liquid
savings estimate of the Securities and Exchange Com-
mission differ in level and trend. The chief reason
for the difference is the inclusion in the personal net
saving series (and not in the liquid savings esti-
mates) of net purchases of nonfarm residences and
net increases in persons’ equities in farms and other
unincorporated businesses. (For a detailed recon-
ciliation of the two series, see table 6, p. 14, of the
July 1053 issue of the Survey of Current Business.)

Uses and limitations.—Tho estimates of personal
consumption expenditures represent a generally use-
ful, reliable measure of trends in consumer pur-
chases. They may be used to study trends in the
ratio of wages, ormore generally of income, to expendi-
ture, and to review the division of the national out-
put between consumer takings, business capital
formation, and Government defense or other ex-
penditures.

The estimates of personal saving are among the
least satisfactory of the significant series which
appear in the national income accounts. They are
the residual from two larger edtimates. The errors
and limitations present in the hundreds of series,
developed for other purposes, which must be used at
present in estimating the national income do not
completely cancel out. To this extent these errors
are transmitted into the saving estimate. Quarter to
quarter changes arp, however, subject to revision as
better data become available, '

References—Quarterly data appear in the statis-
tical section of the Survey of Current Business,
Preliminary annual estimates appear in the February
issue and revised estimates in the July issue of the
Survey. Historical data for 192948 appear in the
1961 National Income Supplement to the Survey of
Current Business, and for 194052 in the July 1953
Survey. The Supplement also contains a detailed
discussion of the technical aspects of the estimates.




Qonsumer Income, Spending and Saving
[Billions of dollars)

Dispos- Less: Personal consumption expenditures Equals: get s;\g‘;xtg
Y able per- Personal o;f)ed‘

ear isonal 1| Fotar | Durable Nondu- | gervi neit osai:!.e
ncome ota goods  [rable goods| ¢ ces | eaving incotne

82.5 78.8 9.4 37.7 31.7 3.7 4.5

3.7 70.8 7.3 34.1 295 2.9 3.9

63.0 61.2 5.6 20.0 26.6 1.8 2.9

47.8 49.2 3.7 22,7 22.8 ~1.4 -2.9

45.2 46. 3 3.5 22.3 20.6 —-1.2 —-2.6

61.8 51. 9 4.3 28. 7 20.9 -2 - b

580 56. 2 5.2 29. 4 21,7 1.8 3.0

66, 1 62. 5 6.4 32.9 23.3 3.6 6. 4

71.1 67.1 7.0 35.2 24.9 3.9 6.5

65. 5 64. 5 58 34.0 24.7 1.0 1.6

70.2 67.6 6.7 35.3 26.5 2.7 3.8

6.7 72.1 7.9 37.6 26. 6 3.7 4.9

92.0 82.3 9.8 44.0 28.5 9.8 10.6

116. 7 1.2 7.1 52,9 31.2 25.6 21.9

132. 4 102. 2 6.8 61.0 34.4 30.2 22,8

147.0 111.6 7.1 67. 1 37.4 35.4 24.1

151. 1 123.1 8.5 74.9 39.7 28.0 186

188. 146. 9 16. 0 85. 8 44.5 12.0 7.6

160. 5 165.6 214 95. 1 49.1 3.9 2.3

188. 4 177. 9 22.9 100. 9 54.1 10. 6 5.6

187. 2 180. 6 23.8 99. 2 5§7.5 6.7 3.6

205. 8 194.6 29.2 102. 6 62.7 11. 3 5.5

225.0 208.1 27.3 113.4 67. 4 16.9 7.6

- 235.0 218.1 26. 7 118.8 72.7 16. 9 7.2

1 Income less taxes.

Notz.—Detafl will not necessartly add to :mtfsléemw of rounding.

Quarterly data are available beginning with 3
Source: Department of Commerce.
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FARM INCOME

Description of series.—The farm income series, com-
puted by the Agricultural Marketing Service,! is a
measure of the amount of cash received by farmers for
the commodities they sell and for participation in
certain Government farm programs. Estimates are
made monthly and for calendar years and are avail-
able annually back to 1910. The series includes cash
receipts from all sales except those from livestock
gold by one farmer directly to another farmer in the
samo State. It represents gross receipts of farm
operators, including any share going to landlords,
without any deduction for expenses incurred. Gov-
ernment payments included in the scries represent
- all money received by farmers directly from the
Federal Government in connection with farm pro-
grams, such as rental and benefit, conservation,
price-adjustment, parity, and production payments.
Theso payments to landlords also are included.

The series is built up almost entirely from data
collected for other purposes. In the past some in-
come data have been obtained by interview surveys,
but the surveys have been limited in scope and
infrequent. Consequently, it has been necessary to
consider agriculture as one big enterprise and to
develop income estimates from estimates of quantities
marketed and average prices. The basic data are
collected by the Agricultural Marketing Service in
connection with other series. Information on Gov-
ermnment payments comes from the records of the
Commodity Stabilization Service (formerly part of
the Production and Marketing Administration).

Approximately 165 commodities or commodity
groups are represented in the series. Cash receipts
from “all farm marketings” and from “livestock and
livestock products” and “‘crops” are computed and
published monthly by States. Monthly estimates
for 12 commodity groups also are published for the
United States. A further breakdown by individual
commodities is published for the United States and
for each State on an annuel basis.

Statistical procedures—In general, estimates of
cash farm incomo are derived by multiplying quan-
tities marketed each month by midmonth prices.
With minor exceptions, this procedure is followed
commodity by commodity and State by State.
Calendar-year estimates are & summation of the
monthly estimates, and United States totals are a
summation of the State figures. In case adequate
data are not available on ecither the quantity mar-

1 Under the teorganization of the Depariment of Agrlculture which beratne
effective on November 2, 1053, most statistical functions of the former Bureau
of Agricultural Economics were reassigned (o the Agricultural Marketing
Bervice.

[ ;]

keted or the time it was marketed, it sometimes is
necessary to impute figures on the basis of patterns
and relationships found in earlier periods or in census
data. In the absence of a midmonth price, a season
averago price is used. When the marketing of an
individual commodity is completed and more com-
pleto information becomes available, the monthly
and annual estimates are revised,

Cash reccipts from farm marketings include
moneys received from nonrecourse loans made by
the Commodity Credit Corporation in connection
with price supports. These are included in cash
receipts in the month in which the loans are made.
If redeemed later, they are treated as an offset to
cash receipts in the month in which redeemed.
Slight variations from this procedure are necessary
in the case of wheat and cotton. Also the procedure
is not applicable to tobacco.

Estimates of cash farin income are revised as more
complete data become available, sometimes within a
fow months after they are first published but in any
case at the end of the marketing year. They are
also revised every 5 years following the agricultural
census. No major conceptual change has been made
in the scries since 1936 when the work on “income
parity” gave impetus to getting more complete and
better income data. As a result the estimates were
extended back to 1910, put on & calendar-year basis,
and generally improved in comparability.

The Parity Index, which is used to convert the
farm income series from current dollars to 1952
dollars, is discussed above in the section on prices.

Relation to other series—The cstimates of cash
farm income form the basic core of several other
income serics. ‘“‘Realized gross farm income’” is
obtained by adding to cash farm income the market
value of home consumption of farm products and the
rental value of farm dwellings. By subtracting farm
production expenses one gets the amount of “realized
net income of farm operators.” Adjustments of
realized net income for the net change in inventories
held on farms and the addition of farm wages of
laborers living on farms gives the “net income of
persons on farms from farming.” The further
addition of farm wages of nonresident laborers, net
rent paid to nonfarm landlords, and interest paid on
farm-mortgage debt provides an estimate of ‘‘net
income from agriculture.” In most instances, corre-
sponding series on a purely cash basis can also be
computed,

The series on “realized net income of farm oper-
ators” differs from the Commerce Department serics
on ‘net income of farm proprietors” to the extent o




Farm Income

Farm income | Parity index | Farm income
(monthly av- 1 (prices paid, (monthly av-
Year erage, millions | interest, taxes, i erage, millions
of current | and wage rates) of 1952
dollars) 1952=1001 dollars) ?

482 34 1,418

465 34 1,368

501 35 1,431

520 35 1,486

503 36 1,397

533 37 1, 441

645 40 1,612

895 52 1,721

1,122 1, 870

1,214 69 1,759

1,050 75 1, 400

676 54 1,252

7156 53 1,349

796 55 1,447

850 56 1,518

918 87 1,611

879 56 1, 570

894 55 1, 625

916 56 1,636

942 56 1, 682

754 53 1,423

531 45 1, 180

395 39 1,013

453 38 1, 192

563 42 1,340

637 43 1,481

720 43 1,674

763 46 1, 659

679 43 1,579

715 43 1,663

755 43 1,758

068 46 2, 104

1,345 53 2, 538

1,667 60 , 778

1,763 63 2,798

1, 844 66 2,704

2,111 72 2,032

2, 602 84 2,079

2, 539 91 2,790

2, 344 87 2, 694

2,384 89 2,679

2,757 98 2, 813

2,721 100 2,721

1 Convarled from the reported base, 1910-14=100, 10 the base 1052100
3 Farm Income {n current dollars divided by parlty Index on base 1952+ 100,

Notg.—~Parm {ncome Includes cash recelpts from marketings and Government payments. =,
Monthly data are avallable beglnning with 1924, but with the esception of 1950, 1051, and 19052, they do not sgree with thelatest annual totals,

Source: Department of Agricultuce.

the adjustments for the net change in farm inven-
tories, which are reflected in the latter series.

Uses and limitations.—There is widespread interest
in estimates of farm income as an important measure
of the general condition of agriculture. The series is
the most current indication of the flow of cash funds
to that segment of the economy. Its use is limited
though in that it measures gross cash farmm income,
Because it measures gross cash income, it is not as
good a measure of the farmer’s economic position as
some of the net income series referred to above.

T'hese other series, however, are prepared only on
an annual basis.

References.—Current estimates of farm income
appear in The Farm Income Situation published by
the Agricultural Marketing Service of the Depart-
ment of Agriculture, Historical data can be found
in the Department’s annual publication, Agricultural
Statistics. For a detailed discussion of procedures,
seo The Agricultural Estimating and Reporting Services
of the United States Depariment of Agriculture,
Miscellaneous Publication No. 703.
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 CREDIT, MONEY, AND FEDERAL FINANCE

BANK LOANS AND INVESTMENTS

Deseription of series.—~—*“Commiercial banks” aro in
general distinguished from other lending institutions
by the fact that they accept deposits subject to check
or withdrawal on demand. Mutual savings banks
are not included, nor are savings and loan associations
or various other financial institutions which do not
receive demand deposits oven though referred to as
banks.

“T'he ““Weekly reporting member banks’” comprise
somo 400 selected member commercial banks in (or
with head offices in) approximately 100 cities, ac-
. counting currently for over half of the total com-
mercial banking resources. . The cities comprise tho
more important banking centers within each Federal
Reserve district; and within each city the banks
comprise a voluntary sample, usually accounting for
over 90 perecent of member bank resources. The
coverage of the weekly series was last substantially
revised in 1947 and carried back one year, with an
increase of about 15 percent in loans and investments
of reporting banks. )

The category of “Bank loans” reported for all
* commercial banks covers all loans and discounts,
. "The ""Business loan” category reported for the weekly

banks is the major component of bank loans and
includes commercial, industrial and agricultural
(other than real estate) loans. Monthly estimates
f(nj all commercial banks are not available, but the
weekly banks currently account for about 70 percent
of all such business loans.

Monthly figures shown in both scries are as of the
last Wednesday of the month except that final June
and December figures for “all commercial banks”
aro as of the last day of the month.

Statistical procedures.—The* All commercial bank”
and “Weekly reporting member bank” series are
closely related. The weekly series is based on
weekly reports filed with Federal Reserve banks
and compiled cooperatively by theso banks and the
Board of Governors. Published figures are simple
aggregates for the reporting banks. The monthly
estimates for all commercial banks are prepared,
also by the Federal Reserve System, on the basis
of the weekly reports, monthly reporta from all
other member Lanks, and other information, Esti-
mates are made for nonmember banks, accounting
-currently for about 18 percent of commercial bank
credit, on the basis of the relationship between the

movement of ‘‘country’” member banks (those out-
side the major cities) and that of the nonniember
banks, as determined semiannually when complete

reports for the banking system are available. The
June and December estimates are later replaced by
“benchmark” figures for all commercial banks.
These benchmarks are compiled by the Federal
Deposit Insurance Corporation on the basis of com-
pulsory “call reports” filed by all banks subject to
Federal supervision (National banks, State member
banks, and nonmember insured banks) with one or
another of the Federal bank supervisory agencics;
and of information obtained from State banking
authorities and other sources for the relatively few
uninsured banks. These final June and December
figures, being normally for a day other than Wednes-
day, replace rather than rovise the earlier estimates.
Interim monthly estimates are revised only when
some substantial error of estimate is suggested by
the benchmarks.

Prior to 1947 each of the Federal supervisory
agencies prepared separately & series of semiannual
«gll bank” statistics. Since 1947 a single series has
by agrecment been prepared by the I'DIC. The
Federal Reserve monthly estimates for all com-
mereial banks have been published only since 1948.

Relation to oiker series.—The Federal Government
publishes a varicty of statistical series covering all
or part of tho banking system. For purposes of
general analysis, these will not necessarily lead to
significantly different conclusions, but the differences
should be kept in mind. Thus, the all-commercial-
bank series should be distinguished from the some-
what larger “all bank” serics which includes some 500
mutual savings banks; and from various smaller
aggregates such as nationals banks and insured
commercial banks. The all-commercial-bank aggre-
gates hero aro for continental United States, and the
unrounded figures differ slightly from totals which
include banks in the possessions, published by the
Comptroller of the Currency and the FDIC,

The weckly series covers a substantial segment of
the total commercial banks and includes most of
the larger banks in larger cities. Although the series
is not identical in coverage with any published call
report aggregate, it is similar in movement to the
aggregate for all member banks other than “country”
banks. A recently developed Federal Reserve series
showing changes in business loans by type of business
of borrower weekly from 1051 is based on a sub-
sample of the weekly reporting banks and ties in
with the business-loan figure here published.

Uses and limitations,—The all-commercial-bank
figures are uscful as a measure of general trends in




Bank Loans and Investments
[Billions of dollars]

All commercial banks
Weerlt.ly
Tnvestments reporting
member
End of period ¢ Total banks—
iloemts amr.lt Bank loans U.s oth blusinegs
nvestments et er oans
Total Government :
securities securitiea
1014—June 30. - cccammacnmeanaanae- 16.9 13.2 3.7 0.8 2.9
1915—June 23. .cccen-- 17. 5 13.5 4.0 .8 3.2
1916—June 30..... 20. 4 15. 8 4.0 .8 3.9
1917—June 20. .. 23.9 18. 2 5.7 1.6 4.1
1918—June 29..- 27.4 20. 1 7.3 3.2 4.1
1919—June 30.----.-- 31.8 22,4 0.4 5.1 4.3
1920—June 30. 36.3 28.1 8.2 3.7 I 0 |
1921—June 30. 34.2 26, 1 8.1 3.4 I N | SRR
1922—June 30. 33.9 24.7 9,2 4.0 5.3 Hoeenauan —ee
1923-—Juno 30 37.1 26.9 10,2 4.7 5.5 [[camenmmmncan
1924—June 30 38.1 27.6 10. 5 4.4 6.1 ||-vocmmmene -a
1926—June 30 41,2 20.6 1.7 4,6 7.0 lecramaaaas
1926—June 30 43.5 31. 4 12.1 4,6 (A3 | PO,
1927—June 30 45. 1 32.2 129 4.0 84 [-cacemsnane
1928—JunCunccevennn 48.5 34.0 14. 5 52 0.3 [leeeemcrenn e
1929—June 49. 4 35.7 13.7 4.9 87 focmamaccacnn
1930—-June 48.9 34.5 14.4 5.0 9.4
1931—June 4.9 20, 2 15.7 6.0 9.7
1932—June 36. 1 21. 8 14.3 6.2 8.1
1933—June 30. 4 16. 3 14.0 7.5 6.5
1934—June 32.7 15. 7 17.0 10.3 6.7
1935—Juneé. .- ----- 34.6 14.9 10.7 12.7 7.0 .
1936—December. 39. 5 16. 4 23.1 15.3 7.8 ... ———-
1037—December. 38.3 17. 1 21.2 14.2 7.1 5.1
1938-—December. 387 10. 4 22.3 15.1 7.2 4.2
1939—December. 40.7 17.2 23. 4 16. 3 7.1 4.7
1040—December. cceecmnmernnannennn 43.9 18.8 26.1 17. 8 7.4 5.3
1041—December - cevnccnroncmnanaacn 50,7 21.7 29.0 21.8 7.2 7.1
1042—December. v v eemacceanmaaca-- 67.4 19. 2 48.2 41. 4 6.8 6.3
1948—December. oo ccvcacemnccnncane 85. 1 10,1 66.0 59. 8 6.1 6. 4
1944—December o oo vecmeceaniaanaen 105.5 21,6 83.9 77.6 6.3 6.6
1045—December. cecvascacaanan - 124.0 26. 1 97.9 90.6 7.3 7.2
1046—December 114.0 31.1 82,0 74. 8 8.1 $11.3
1047—December 116.3 381 78.2 69. 2 9.0 14.7
1948—December 114.3 42.56 71. 8 62. 6 9.2 15. 8
1949—Deccember 120.2 43.0 71.2 67.0 10.2 13.9
1950—December 126. 7 52,2 74.4 62.0 12.4 17.9
1051—December.... 132.6 57.7 74.9 61. 5 13.3 21. 6
1952—December 141. 6 64.2 7.5 63.3 14.1 123.4

1 June dates prior to 1636 because end-of-year data not avaflable for U,
banks, Wednesday dafe nearest end of year,

3 Not m‘allnhlg rrior 1o 1037; Includes sgricultural loans,

2 Serles revised (o extend coverage; previous figures not entirely comparable.

8. Government obligntions;

Docember dates thereatter, For weekly repotling membet

Note.—Detail may not add to totals because of rounding, Monthly dota are avallable beginning with October 1047,

Source: Board uf Governors of the Federal Reserve System.

bank credit. The weekly series is more frequent
and more prompt than that for alt commercial banks.
1t is available in greater detail, including & total for
“business loans'—a significant current indicator of
business activity. 'The weckly serics also is a moro
gensitive indicator of developments in the short-term
money market, because it covers the larger banks in

the more important centers. It is not supposed to
reflect developments in the smaller centers.
References.—Tho monthly estimates for all com-
mercial banks appear initially about & month after
tho dato of tho report in a set of releases of the
Board of Governors of the Federal Reserve System
(G7, G7a, G7b) showing the major balance-sheet
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items and changes during the past month and year
for all banks, all commercial banks, and for member
bank categories. The Federal Reserve Bulletin also
carries the estimates for recent months, with call
report data for selected years back to 1939. Although
the estimating procedures for the monthly estimates
are not described in any publication of the Board, the
composition of the current all-bank call report data
is indicated in notes to the statistical tables in the
annual reports of the Federal Deposit Insurance
‘Corporation. All-bank statistics are also discussed
in Banking and Monetary Statistics, published by the
Federal Reserve Board in 1943.

CONSUMER CREDIT

" Description of series.~These series are estimates
of total short- and intermediate-term consumer
credit, and of major types. Federal Reserve pub-
lishes additional detail by type of credit and by type
of financial institution or retail outlet to which the
debt is owed.
* “Consumer credit” is defined as “all credit used to
* finance the purchase of commodities and services for
personal consumption or to refinance debts originally
jncurred for such purposes.” Credit covers both
loans and sales involving deferred payment. Personal
consumption is defined so as to exclude consumption
not only by businesses but by nonprofit organizations.

The estimates exclude home-mortgage credit, which
is traditionally considered separately.

" “Installment credit,” accounting for the bulk of
consumer credit, is that scheduled to be repaid in
two or more payments, Installment eredit classi-
fied as “Automobile paper” and ‘“Other consumer
goods paper” includes credit for the purchase of, and
secured by, such goods regardless of whether origi-
nating as loans or as credit sales, and regardless of
whether the paper is held by a merchant or & finan-
cial institution. ‘““Repair and modernization loans”
includes such loans held by financial institutions but
not by merchants. ‘Personal installment loans”
covers loans by financial institutions for all other
consumer purposes, such as to consolidate debts, to
pay medical expenses, or for education. Consumers’
“moninstallment credit” is classified by Federal
Reservointo three types: charge accounts; single-pay-
ment loans; and service credit, which includes con-
sumer debts to a variety of creditors, including hospi-
tals, doctors, utilitics, and service establishments.

. The definition of consumer credit cited above is
followed in general but not rigidly in the construction
of the series. In the absence of sufficiently refined
data, certain arbitrary decisions must be made. For
example, all bank credit to farmers is excluded even
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The Wednesday data for the weekly reporting
meomber banks appear initially on the following Wed-
nesday in a release of the Federal Reserve Board
(H.4.2) showing changes in assets and liabilities over
the last week and year. A simultaneous releaso
(H.4.2a) shows assets and liabilities by Federal
Reserve districts. Data for New York City and
Chicago are available the day alter the date of the
report {H.4.3). The Bulletin carries the weekly data
and monthly averages for the last 3 months. The
series is discussed fully in Banking and Monetary
Statistics; recent revisions sre explained in the Fed-
eral Reserve Bulletin for June 1947 and April 1953.

though an undetermined part is for consumption. On
the other hand, all credit for the purchase of auto-
mobiles 3y individuals is included even though an
undetermined part of the use is for business purposes.

The consumer credit series have recently undergone
& thorough revision involving a revision of concepts,
adjustment to the latest Census benchmark (1948),
and improved estimating techniques involving some
new current data. The revision involved an upward
adjustment of about 7 percent in the figure for total
consumer credit as of December 31, 1052, with
greater relative changes in component serics. Prior
to the revision, the data were classified on the basis of
the type of firms originating the credit, and a major
distinction was made between loan credit and sale
credit. The data are now presented in terms of the
financial or other institutions holding the paper,
regardless of origin.

Statistical procedures.—The.consumer credit series
are aggregates of separate estimates of the consumer
credit held by a number of different types of credi-
tors—financial institutions, retail and service estab-
lishments, and others. The procedures aro complex,
and vary for the different groups,

In general, estimates for retail trade are based on
the 1948 Census of Business, which provides infor-
mation on credit held by the various retail lines.
These figures havo been adjusted to exclude esti-
mated amounts of nonconsumer credit. Monthly
figures aro then arrived at by estimating, on the
basis of sample monthly data, what change has taken
place since the benchmark date. For the more im-
portant credit-granting lines, monthly data on credit
receivables are collected from a sample of the firms.
Tor other lines, monthly receivables are estimated by
means of & formula based on sales during the previous
fow months. Annual samplo data on receivables,
collected from many lines, provide & basis for correct-
ing the monthly estimates,




BOND YIELDS AND INTEREST RATES
3-Month Treasury Bills

This series measures the average rate at which
3-month Treasury bills have been issued during the
month.

- An average discount rate is computed for each
weekly issuance, on the basis of the varying rates at
which portions of the issue are awarded, in order, to
the highest bidders, The monthly figure is a simple
average of the average rates for the four or five
issues during the month,

- The series is useful as a measure of a short-term

rate on relatively riskless borrowing. Issuance

rates, while related to, are typically not identical
“with market rates on outstanding issues of com-
~ parable maturity.

The monthly averages appear in the Federal Ie-
serve Bullelin, and in an advance monthly Federal
Reserve release, G 13, Rates for the individual
issues appear in the Treasury Bullelin.

Taxable Bonds

' The “Old series” is the average yicld of all taxable
Treasury bonds due or callable in from 12 to 20
years. There are 4 such bonds currently, all bearing
a 2¥-percent coupon. The “New serics” by defini-
tion measures the yicld of bonds due or callable in
20 years or more—but at present only & single issue,
the 3%-percent 30-year bond issued in May 1953, is
covered. Prior to the appearance of this issue there
was a single serics covering bonds not duo or callable
before 12 years.

Both series are based on daily closing-bid quota-

tions in the over-the-counter market as reported to
the Federal Reserve Bank of New York by leading
dealers in New York City. The old series is an
unweighted average of the yiclds of the four issues
included. The new scries was begun and the old
series redefined in order not to destroy the homo-
geneity of the group of bonds comprising the old
series.
. These indexcs measure the interest rates on the
highest grade of long-term investments of different
maturity classes, which are normally below that on
the highest grade of corporate securities.

The series aré published in the monthly Treasury
Bulletin, with an advance release in the monthly
Fedoral Reserve release (G 13) entitled Open Market
Money Rates. 'Tho series aro discussed in the
Treasury Bulletin, March 1944, and in current
footnotes to the Bulletin tables,

Corporate Aaa Bonds (Moody's)

This is o measure of the currently prevailing
maturity yield on long-term corporate debt of the
highest quality, as reflected in the yields of selected
bonds rated Aaa by Moody’s Investors Service.

It is an unweighted average of three averages
computed scparately for industrial, reilroad, and

public-utility bonds. Each of these component
geries in turn is an unweighted averago of the yields
of the sclected bonds comprising these serics.
Monthly figures are averages of daily figures,
computed from closing prices.

The plan of the index calls for 10 bonds in each of
tho 3 industrial categories. However, thero are not
necessarily 10 suitable issues in each category; cur-
rently only 6 railroad and 4 industrial bonds are
covered.

This index is a useful general indicator of the level
and movement of average yields of selected bonds of
the highest grade with sufficiently long maturities
and other features to afford an adequate measure of
long-term interest rates. It is not a measure of
average yield of all Aea bonds available to the
investor,

The daily Aaa corporate bonds yield averages are
published in Moody’s Bond Surcey, a weekly publica-
tion, which includes from timo to time tho list of
bonds. A brief statement may be found in Business
Statistics, 19563, a Supplement to the Suriey of
Current Business, and Moody’s will supply a similar
short statement on request.

Prime Commercial Paper

This serics measures the prevailing rate on prime
4 to 6 months commercial paper. .

The Federal Reserve Bank of New York deter-
mines the prevailing daily selling rate quotation of
New York City dealers handling the bulk of the
volume of commercial paper of the inventory type.
The bank receives less frequent reports from dealers
outside New York, which occasionally nccessitate
rotroactive revisions of the series. Monthly figures
aro averages of weekly provailing rates.

Tho series is useful as a measure of the cost of
open-market short-term credit available to large
business borrowers of the highest credit standing.

It is published-in the Federal Reserve Bulletin and
i(x}l the advance Federal Resetve monthly rolease,

13.




Bond Yields and Interest Rales

{Percent per annum)

U. 8. Government security
yields Corporate | Frime com-
Year Asa bonds p;';)i:f‘ilﬁ
%rlg:sr\)ntrh Taxable (Moody's) months
bills 1 y bonds ?
5. 49 5.37
6.12 7.50
sl iz
5.12 5.07
5.00 3.98
4.88 4.02
4,73 4,34
5% ik
4.78 5.85
4. 55 3. 69
4. 58 2,64
5. 01 2.73
4.49 1.73
4.00 1,02
3. 60 .76
3. 24 .75
3.26 .9
3.19 . 81
3.01 .59
2.84 . 56
2.77 . 64
2.46 2. 83 .66
2. 47 2.78 .69
2. 48 2.72 .73
2. 87 2.62 .6
2.19 2.583 .81
2.25 2. 61 1.03
2. 44 2. 82 1, 44
1. 102 2.31 2. 66 1.48
1.218 2. 32 2.62 1.45
1. 552 2. 57 2. 86 2. 17
1,766 2.68 2,96 2.33

1 Rate on new lssucs wilhln&)mod. i
1 01d scrles; 24 percent bends, 15 years and over prior to Apti) 1852; 12 years and over beginning in Aptil,

Note.—Monthly data are avallable beglnning with 1831 (scaltered fssues beglnning Deccmber 1020) for 3-month Treasury bills, Novembez 1941 for Government
:a_zalt;)lonl;:g:ds (old sétles; new serles of 3} perocnt bonds of 1978-83, Arst fssued in 1941), 1019 for Corporato Asa bonds (Moody’s) and 1890 for prime commercial paper,
onths,

Source: Board of Governors of the Federsl Rescrve System.
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MONEY SUPPLY

Description of series.—These data measure the
supply of money as an aggregate of several types of
assets of the highest liquidity. The concept includes
not only pocket moncy but bank deposits, both
demand and time, as well as deposits in the Postal
Savings System. The table in Economic Indicalors
covers “privately held” deposits and currency (in-
cluding the holdings of States and political subdi-
Visions but excluding those of banks) and deposits
to the credit of the Federal Government. The table
is derived from & Federal Reserve tabulation of
#Deposits and currency,” which covers in addition
cash held by the Treasury and net deposits due to
foreign banks.

- Monthly estimates are for the final Wednesday of

tha month, except that the June and December

es.imates aro later replaced by reported figures as of
_the last day of the month.

Statistical procedures—The bulk of the aggregate of
deposits and currency consists of deposits in com-
meréial banks. Monthly estimates of these deposits
_are prepared in approximately the same manner a8
‘those for loans and investments, discussed above.
Data for the “weekly reporting member banks” are

- combined with monthly reports from other commer-
_¢ial member banks, and an estimate is made for
nonmember banks on the basis of the reports from the
téountry” (generally smaller) member banks. Semi-
annual “all bank” figures later replace the Wednes-
day figures for June and December. The monthly
estimate for deposits in mutual savings banks, which
are largely outside the Federal Reserve System, is
based on monthly statistics of the National Asso-
ciation of Mutual Savings Banks covering the bulk
of mutual savings banks deposits. Figures for
United States Government cash holdings are taken
from the Daily Statement of the United States Treas-
ury. Preliminary figures for Government bank
deposits are estimates based also on the Treasury
Daily Statement, subject to later correction on the
basis of bank records. Currency outside banks is
based on the Treasury figures for currency held out-
side the Treasury and the Federal Reserve System,
from which are deducted monthly estimates of cash
held by the commercial and savings banks,

Although the present series on deposits and cur-
rency, including cash held by the Treasury and net

deposits due to foreign banks, has been calculated
for selccted dates back to 1929, it has appeared
currently as a monthly series only since 1949. Prior
to that year Federal Reserve published a less com-
prehensive table for deposits and currency.

Relation to other series—The money supply aggre-
gate shown here is quite different from the well-
known “Money in Circulation” figure published
monthly by the Treasury. The latter covers only
coins and paper money, and consists of the total
outside the Treasury and tho Federal Reserve banks,
less an ostimate of the amount of coin held abroad.
The money supply data differ in that they add bank
deposits, but exclude currency held by the banks.

This table, and the more detailed Federal Reserve
deposits and currency table, are derived from data
in general available in other banking or Treasury
statistics. Because of adjustments and special group-
ings of items, howover, the component series of these
two tables cannot necessarily be identified precisely
with series found elsewhere.

Uses and limitations.—The data on deposits and
currency permit an adequate measurement of the
level and general trend of the supply of money as ono
of the important factors affecting the functioning
of the economic system.

There is no one accepted definition of money. The
Federal Reserve presentation of deposits and cur-
rency makes it possible for the user to adapt tho data
to his particular use by excluding one or more com-
ponent series. Thus the Economic Indicators excludes
deposits of foreign banks and Treasury cash holdings.
A more restrictive definition of money supply ex-
cludes time deposits, On the other hand, a broader
definition might include sayings and loan shares
or Government savings bonds, for which data are
available elsewhere. ’

References.—The money supply data come from a
monthly table entitled *Consolidated Condition
Statement for Banks and the Monetary System”
in the Federal Reserve Bulletin, showing deposits and
currency detail and data for related asset and capital
accounts of the banking and monetary institutions,
The basis for the table is discussed in the Federal
Reserve Bulletin for January 1948, Historical data
to 1892 arc available in Banking and Monetary
Statistics.



Il Lok i . - - A ] - n L.
Money Supply
o [Billions of dollars]
Total Eaxc_ludtir;g Elg Governmcn}t ;i%posits
privately held money supply
Total de- U. 8.
Iind of period posits and | Government
currency deposits ! Total Cur{q:(\icy {i)emnptg Time
otal outside eposi
banks adjgsted s | deposits!

1903—June 1.5 0.1 11.3 1.5 6.0 3.8
1904—June 12.0 .1 11. 9 1.6 6.3 4.0
1905—June 13.2 .1 13.2 1.6 7.1 4.5
1906—June 14.1 .1 14.0 1.8 7.5 4.8
1907—June 15.1 .2 14.9 1.7 7.9 5.4
1908—JUNC -« ceercmmmmmmmmme = 14,7 .1 14.6 1.7 7.4 5.5
19009—June. ... 15. 8 .1 15.7 1.7 7.8 6.3
1910—June .. . ...- 17.0 .1 16. 9 1.7 8.3 6.9
191t—June. ....- 17.8 ® 17.7 1.7 8.7 7.3
1912—-June .. covamcionn- 18,9 IS 18.8 1.8 0.2 7.9
1913—June. ... 19. 4 ®) 19. 4 .9 9.1 8.4
1914—June. - 20.0 .1 20.0 .5 10.1 8.4
1915—June. 20.7 ® 20.6 1.6 9.8 9.2
1916—June. 24.3 .1 24.2 1.9 12.0 10.3
1917—June 28. 4 1.1 27.3 2.3 13.5 11.8
1918—Junc. 3.5 1.6 29.9 3.3 14. 8 1.7
1919—JUN@. ccevmmmm e m e 35.7 1.0 34.6 3.6 17.6 13. 4
1920—JUNE. o cevmramca e 30.9 .3 39.6 4.1 19.6 15. 8
1921—June. . .oc--- 37.8 .6 37. 4 3.7 17.1 16. 6
1922—June. ....-- 39.0 .2 38.8 3.3 18.0 17. 4
1923——December.. 43.5 .3 3.2 3.7 19. 1 20. 4
1924—December_ . ococeiomanacaann 47.1 .8 46. 8 3.1 20.9 22.2
1926—December o ocoeoommomeaaoamen 50. 3 .8 50.0 3.8 22.3 23.9
19286—December . .e.ccacmas- 51. 1 .3 50.9 3.8 21.7 25.3
1927—December..oac-cann-- 54. 1 .3 53.8 3.7 22.7 27.4
1928—December_...c.-o-- -~ 55.7 .3 55. 4 3.6 23.1 28.7
1920—December...oocooov-- 54.7 .2 54.6 3.6 22.8 28.2
1930—December. ... - 53.6 .3 53.2 3.6 21.0 28.7
1931—December.. 48.4 .5 47.9 4.5 17. 4 26.0
1032—December 45. 4 .5 44.9 4.7 15. 7 24.5
1033—Decembera e ccmcacannvnaen- 42.0 1.0 1.5 4.8 15.0 21.7
1934——December.. 48.1 1.8 46.3 4.7 18 5 23.2
1935—December oo omcema e 52.7 1.6 51.3 4.9 22.1 24.2
1036—December.  occcvoociacanans 57.6 1.2 56. 4 5.5 25. 5 25.
1037—December.ceeanmaammnn e 56. 8 1.0 55.8 5.6 24.0 26. 2
1038—December...ooocionaamaen 59. 9 1.8 58. 1 5.8 26.0 26.3
1039—December o caccoanmanaoeenn- 64. 7 1.6 63.3 0. 4 29.8 27.1
1940—December oo ceemce e eaes 71.1 1.1 70.0 7.3 34.90 27.7
1941—December... 79.1 2.8 76.3 9.6 30.0 21.7
1942—December... 100. & 9.2 91. 3 13.9 48.9 28. 4
1943—December... 123. 4 11.0 112. 4 18. 8 60. 8 32.7
1044—December..oovaoocvenonnncne- 151. 4 21.2 130. 2 23.6 66.9 39.8
1045-~Deoemberaccanemcanannanaannn 176. 4 25.6 1560. 8 26. 5 75.9 48.5
1946—~—December.e.ceae--- 167.6 35 164. 0 26.7 83.3 54.0
1947—December..c.ca----- 172.3 2.3 170.0 26.5 87.1 56, 4
1948—Decembera oo ---- . 172.7 3.6 169. 1 26,1 85. 5 57.5
1040—Decembero oo vocuonaanenann- 173.9 4.1 160. 8 26. 4 85. 8 58.6
1950—December- .o ceeveacmmamamnae- 180. 6 3.7 176.9 25. 4 92.3 59,2
1951—December. o aouncemec e 180. 8 3.9 186.0 28. 08. 2 61. 4
1052—Decembero e aenmmanaenmmson- 200. 4 56 104.8 27.5 101. 6 65. 8

ing with 1938, (neludes U. 8, T *s time deposits open acoount.

[ Beilnnln with 1916, tochudes U, 8. Government deposits at Federal Rescrse banks; begt
udes deposits and currency held b Bgau Uang 1ocal govern o

8 . 8. . .
4 Includes deposits In commercial banks, rotitual savmrl banks, and the Postal Bavings Syster‘:: other than interbank tiroe deposits, United States Treasuret's
tlme| deposiis open acﬁ?unt. and posta! savings redeposited in

1]n¢l i
Demand deposits other than {nterban

ess than $50 mlllion.

ments.
Qovernment, less cash ftems reported in process of collection

banks.

Norz.~Detall may not sdd to totals because of rounding. Monthly data arc avallable beglnning with 143,
Soutce: Board of Governors of the Federal Reserve 8ystem.
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FEDERAL BUDGET RECEIPTS AND EXPENDITURES

Description of series.—Budget receipts represent
the cash income of the Federal Government and aro
derived from various kinds of taxes, fees, fines, pro-
ceeds from the sale of property, etc. Budget ex-
penditures represent current payments for Govern-
ment programs, including grants and contributions
and capital outlays. Budget expenditures are pay-
able out of budget receipts or out of borrowing.
Transactions of trust funds are excluded from budget
receipts and expenditures.

Budget expenditures, budget receipts, and the
public debt are compiled daily from records of the
United States Treasury and published in the Daily
Statement of the United States Treasury. The
figures are compiled from tho latest daily reports re-
ceived by the Treasurer of the United States from Gov-
ermnment depositaries, Treasury disbursing officers,
and the Departments of the Army and the Air Forco,
For disbursements made by Treasury disbursing
officers, the figures for expenditures represent checks
issued, but where checks-issued data are not available
currently (now over 50 percent of the total expendi-
tures), the figures represent checks paid, as reported

_ in daily transcripts received from Treasury deposi-
taries. A few items included in budget expenditures

" are in the form of debt issuances (for example, Armed
Foreces leave bonds issued in 1947) or increases in the
public debt (such as the current increase in redemp-
tion value of savings bonds).

“Budget oxpenditures” cover the general fund,
the special funds,. and the revolving and manage-
ment funds. Expenditures for the revolving and
management funds are on a net basis; that is, the
collections received by each fund are deducted from
the total of the payments made for goods and serv-
ices received, and the resulting figure is shown as the
expenditure, Where the collections are larger than
the payments from such a fund, the net amount
included in the expenditures is a negative item.
Budget oxpenditures do not include retirement of
Government debt, nor do they include net invest-
ments in United States Government securities
(which occur sometimes in the case of Government
corporations). “Major national sccurity programs”
is a special classification of budget expenditures first
published by the Bureau of tho Budget in 1952, in
the 1953 Budget Document. It comprises: (1) Mil-
itary services, including Armed Forces, stockpiling
of strategic and critical materials, selective service,
and the National Advisory Committeo for Acro-
nautics; (2) international security and foreign rela-
tions, including military and economic assistance;
-(8) development and control of atomic energy; (4)

-1 Y

civil defense; (5) merchant marine; and (6) defense
production and economic stabilization activities.

“Budget receipts” include all money paid into
tho Treasury to the credit of the general fund and
of special funds. They do not include money ob-
tained from-borrowing; nor do they include receipts
of revolving and management funds, since these
funds are reported on a net basis in the expendituroe
figures.

“Budget surplus or deficit’” represents the differ-
ence between the budget receipts and budget expend-
itures.

The “public debt” is affected not only by the
budget surplus or deficit, but by other factors as
well. The amount which it is necessary to borrow
or which it is possible to repay is also influenced by
the amount of the Treasury cash balance; the result
of trust-fund transactions; the use of Government
corporation borrowing dircctly from the public as a
means of financing budget expenditures of the cor-
porations (and vice versa in the case of direct repay-
ments of borrowing by the corporations); and the
change in the amount of checks outstanding and
other items in process of clearance through the
accounts.

In these tables the amounts refunded by the Gov-
ernment (principally for the overpayment of taxes)
are reported as deductions from total budget receipts
rather than as expenditures. Investments in revolv-
ing and management funds, and dividends and
repayment of investment in such funds are excluded
from both receipts and expenditures,

Relation to other series—Annual data on receipts
and expenditures of the Government are also re-
ported by the Treasury Department in the Combined
Statement of Receipts, Expenditures, and Balances
of the United States Government. The receipts
data in the Combined Statement include those col-
lections which have been credited in the accounts of
the Treasurer of the United States, and the expendi-
tures data include the checks which have been issued
during the fiscal year in payment of Government
obligations. The figures reported in the Combined
Statement’ are not available until several months
after the close of the fiscal year to which they relato.
They differ somewhat from those in the Daily
Statement of the United States Treasury, principally
because the greater time lag in publication makes it
possible to include only those transactions which
occurred in the particular fiscal year.

Data on tax receipts of the Government are also
published monthly by the Internal Rovenue Service,
and appear in the Treasury Bulletin. The Internal

.
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Federal Budget Receipts and Expenditures
[Billions of dollars]

Budget expenditures publi
¢ Budgat sur- ubo
Net budget Y debt
Year Major national |  receipts ‘gggcgf _f’)' (end of
Total security period) 2
programs !
Fiscal year 1929 3.1 ® 3.9 +0.7 16. 9
Fiscal year 1930 3.3 *) 4.1 +.7 16.2
Fisca) year 1031 3.6 ®* 3.1 ~. b 16.8
Fiscal year 1932 4.7 ®) 1.9 —-2.7 19.5
Fiscal year 1933 .- .o--- 4.6 ®) 2.0 -2.6 22.5
Fiscal year 1934 ..o .----- 6.7 Q] 3.1 —~3.6 21.7
Fiscal year 1935 .. ocomocmmmmmonnmsmmomomee s 6.5 [Q) 3.7 —2.8 32.8
Fiscal year 1936 ... 8.5 3 4.1 —4.4 38.5
Fiscal year 1937 7.8 s 5.0 —-2.8 41.1
Fiscal year 1938 ._.-- 7.0 @ 58 -1.2 42,0
Fiscal year 1939 .- -cocovonmmenn--- 9.0 1.1 5.1 —-3.9 45.9
Fiscal year 1940 ..o --- 9.2 1.6 5.3 ~3.9 48.5
Fiscal year 1941 . oo oommrimnnnonemmnes 13, 4 6.5 7.2 —-6.2 55. 3
Fiscal year 1042 .ooooonmmmmmnnnnnmonmmms 34.2 27.5 12.7 —21.5 77.0
Fiscal year 1943_. 79. 6 73.6 22.2 —57.4 140. 8
Fiscal year 1944__ 95.3 88.2 43.9 —51. 4 202. 6
Tiscal year 1945 98.7 88.7 44.8 —53.9 259. 1
Fiscal year 1946 ... 60. 7 47.2 40.0 —20.7 269.9
Fiscal year 1947 - .---- 39.3 20.9 40.0 4.8 258. 4
Fiscal year 1948 . .cooccmnronoren- 33.8 16.4 42.2 +8 4 252. 4
Fiscal year 19490 _...--- 40.1 10.1 38.2 -1.8 252, 8
Fiscal year 1050 . - . ooccmoemmmannmnanaaenesms 40. 2 17.8 37.0 -3.1 257. 4
Fiscal year 1953 (..o 44.0 26, 4 48.1 3.5 255. 3
Fiscal year 1952 ... 66. 1 47.2 | . 62.1 —4,0 259. 2
Fiscal year 1933 - cccvoconmamonommmmnmm s 74.6 52.8 65. 2 -9.4 266. 1

1 Includes expendifures for military services, International security and foreign relatlons, development and control of atomlie energy, promotion of the merchant
marine, promotion of defensc production and ecoromic stabllization, and civi} defense, Data ot available for years prior to 1639.
'!Il\pctudcsl ]g\ﬁemmccd securlties, except those held by the Treasury, Part of total shown is not subject to statutory debt limijtation.

ot 68! 3

Note.—Detall will not necessarily add to totals because of rounding.
For data beginning with 1789, see “istorical Statistics of the United States, 1789-1945,” Serles P 59-108.

Sources: Treasury Department and Buread of the Budget.

Revenue serics is based upon reports of the District data on budget receipts and expenditures, together
Dircctors of Internal Revenue. It is not directly with trust fund transactions, with certain adjust-
comparable with data on tax receipts reported in  ments to arrive at the cash flow of funds to and from
the Daily Statement scrics, since withheld taxes the public.

dcposited by elnploycys on a current basis with Budgct I‘CCCiptS and expenditures are also the basis
depositaries are not recorded and reported by District  for the Government accounts included in the Depart-
Directors until quarterly tax returns aro filed, but ment of Commerce income and product statistics
aro reported in the Daily Statement when the deposit (scc p. 42 and p. 4). Since budgetary figures
is made. Amounts collected directly by District ate reported on & cash rather than an accrual ac-
Dircctors are recorded and reported when collected  cOUNUINE basis, the budgetary figures are adjusted
for tho internal-revenue series, but are not included 10 the acerual accounting basis used in the income and

: ; it . . product accounts; for example, .cor_p.c)fatipn profits
in the Daily Statement serics unti they avo received D es aro adjusted to show tax iabilities instcad of

ﬂ"%:;“f::}%‘}i‘;ﬁgnz E_cg?:&l ((13?053323 t receipts tax collections. ‘The expenditure da;tn. are also
1 expendit o useful § raising the in Sact adjusted for the lag between production of goods
and ¢ xpenditures are usciu 1n apf rais ng the impact o 4or0d by the Governnent and the actual payment
of l<cdgrnl ﬁnm}cml operations. For purposes of for thoso goods by the Treasury.

cconomic analysis, however, they have limitations, References—The basic release of the budget
some of which have been corrected by deriving other  yeceipts and expenditures data is the Daily Statement
statistical series from the budget receipts and  of the United States Treasury. A description of the
expenditures data. For example, the serics on  basis was published in the Annual Report of thoe
. Federal cash receipts from and payments to the Secrelary of the Treasury on the State of the
public (seo tho following section) is based upon tho TFinances for Fiscal Year 1052, pages 501-504.
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FEDERAL CASH RECEIPTS FROM AND PAYMENTS TO THE PUBLIC

Deseription of series—This series is derived from
the same sources as the series on budget receipts and
expenditures, described above. The Government is
defined to include transactions of the Treasurer of
the United States as agent for certain quasi-govern-
mental corporations, such as the Federal Deposit
Insurance Corporation, home-loan banks, Federal
land banks, ete. These transactions are excluded
from tho series on budget reczipts and oxpenditures.
The public is defined to include individuals; banks,
including the Federal Reserve and Postal Savings
Systems; ‘businesses; private corporations; State,

local, and foreign governments; and international

organizations.

In deriving this series, the transactions of trust
funds are added to those included in budget receipts
and expenditures. Intragovernmental transactions
(for oxample, payments of interest on securities held
by trust funds which are budget expenditures and also
trust-fund receipts) are then eliminated to obtain
receipts from and payments to the public. Receipts
of the Government from the exercise of its monetary
authority (mainly scigniorage on silver) aro ex-

_ cluded, because they are not cash received from the

public. A few items included in budget expenditures

" which are in the form of debt issuances or increases

in the public debt are also excluded from this series.
The most important of these is the current increase
in redemntion value of savings bonds. At the time
of redemption the amount of interest paid is included
as & payment to the public.

The excess of receipts or payments is sometimes
referred to as the cash surplus or deficit.

Conceptual and statistical revisions of this series
were made in 1047, A few changes have been mado
ginco then to reflect similar changes made in the con-
cept of budget receipts and expenditures, such as
the chango in the reporting of refunds of receipts.

Relation to other series.—This serics is similar to
the series on cash operating income and outgo pub-
lished monthly in the Treasury Bulletin. The only

difference between the two series is that receipts
from the exercise of monetary authority (i. e.,
seigniorago) are included in cash operating income,
but excluded from receipts from the public. The
figures published in Feonomic Indicators have been
adjusted to the concept of receipts from the public.

Uses and limitations.—Tho series on receipts from
and payments to the public measures the flow of eash
between the public and the United States Govern-
ment as a whole more accurately than does the series
on budget receipts and cxpenditures. Thus, for
purposes of economic analysis it is & somewhat better
and more complete measure of the economic impact
of Federal financial transactions. However, certain
Tederal financial operations which are not measured
by this series or by the series on budget receipts and
expenditures also influence economic activity. For
example, Federal guaranties and insurance of private
loans have relatively little effect on payments to the
public but have a significant effect on economic
activity. Similarly, the enactment of large appro-
priations for defense after the attack on Korea stimu-
Iated: business activity long beforo the authorized
funds were spent and reported as payments to the
publie.

References—Current quarterly data on Federal
cash receipts from and payments to the public are
prepared for Feonomic Indicators. 'The related series
on Treasury cash incomo and outgo is published
monthly in the Treasury Bulletin. Annual data for
both series, by fiscal years back to 1029, are pub-
lished in the Statistical Abstract.

The adjustments made in’the figures for budget
receipts and expenditures to obtain the concept of
cash receipts from and payments to the public are
listed in detail in an annual release of the Buredu
of the Budget entitled “Receipts From and Pay-
ments to the Public, Supporting Tables.” 'These
adjustments are also summarized in tables 1 to 5,
“Treasury Cash Income and Outgo,’ of the monthly
Treasury Bulletin.
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Federal Cash Receipts From and Payments to the Public

e

Year

Federal cash
receipts from
the public

Federal cash
payments to
the public

Excess of re-
ceipts (+) or
payments (—)

Fiscal years:
1929

Billions of dollars

3.8 2.9 +0.9
4.0 3.1 4.9
3.2 4.1 -1
2.0 1.8 -2,7
2.1 4.7 —-2.6
3.1 6.5 -3.3
3.8 6.3 —~2.4
4.2 7.6 -3.5
5.6 8.4 —-2.8
7.0 7.2 —.1
6.6 9.4 —~2.9
6.9 9.6 —-2.7
9.2 14.0 —-4.8
15.1 3156 -~19.4
25.1 8.9 --53.8
47. 8 04.0 —46. 1
50.2 95. 2 —45.0
43.5 61.7 —18.2
43.5 36.9 46.6
45.4 36. 5 +8.9
41.68 40.6 +1.0
40.9 43.2 —2.2
63. 4 45.8 +7.6
68. 0 68.0 4.1
7.3 76.6 -6.3
Millions of dollars
37, 863 88, 087 ~51,124
48,131 94, 810 —46, 679
49, 423 86, 142 —36,719
41, 441 41, 399 +42
44, 282 38, 616 +-5, 666
44, 922 36, 897 +8,027
41, 346 42, 642 —1,295
42, 410 41, 969 +450
59, 278 58, 034 +1, 244
7%, 339 72, 980 -1, 041

1 Flrst yoar for which data are avatlable.
Notz.—Detall will not necessarlly add to totals because of rounding.
Sources: Bureau of the Budget and Treasury Department.
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