
The Business Situation
W ITH over-all requirements for mu-

nitions continuing at approxi-
mately the same rates, it can be expected
that general business activity in the
fourth quarter will not differ much from
the preceding one. This is borne out
by preliminary information on October
business conditions which show no ma-
terial changes from previous months.
. Daily average steel ingot production
was slightly higher in October and elec-
tric power production about the same.
Freight car loadings reached the antici-
pated seasonal peak in the last week of
October. The fact, however, that this
peak was only minutely larger than the
last week of September and the Octo-
ber 1943 high, an increase of 4,000 car-
loadings over 912,000, is typical of other
business indicators.

Retail trade in September was above
that of a year ago but, on a seasonally
adjusted basis, sales have been stable
since the last quarter of 1943. Present
indications continue to point to 1944 as
the peak year for retail trade (without
allowance for price change), as was
pointed out in the article in last month's
issue of the SURVEY. Retail inventories
continue to be drawn upon to supple-
ment the new supplies of goods and these
inventories are running moderately be-
low last year.

The production schedules and mate-
rial allocations now in operation for the
fourth quarter indicate that the even
trends of October will continue for the
remainder of the year and that the ex-
pected downward movement will not
come in this quarter if the war continues
in Europe.

Chart 1.—Military Payments to
Individuals
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As has been pointed out in previous
issues of the SURVEY, the stability of mu-
nitions production is a result of the in-
crease in some items counter balancing
the decrease in others. However, ac-
cording to existing plans, the peaks of
most of the expanding items will soon
be reached subsequent to which time the
downturn in total munitions output will
begin. It is likely that this will take
place early next year regardless of the
final decision in the European campaign.

The effect of such a decline on gen-
eral .economic conditions will depend on
the speed with which civilian production
can be resumed. Civilian production
permitted thus far under the W?B spot
authorization plan is still minor in
quantity.

As of October 31, production schedules
approved under this plan were under
100,000,000 dollars in this quarter and
the first quarter of next year. The in-
crease in civilian production necessary
to take up the slack in military output
will have to come not only from rapidly
increased approvals under the spot au-
thorization plan, but other civilian items,
such as railroad equipment, agricultural
machinery and building materials, which
are handled by means other than spot
authorization.

Income Payments
Present indications are that national

income payments in 1944 will total 154
billion dollars as compared with 142 bil-
lion in 1943. This total results from the
increases earlier in the year and the sta-
bility which has appeared in recent
months. Seasonally adjusted monthly
income payments have been virtually
constant at 13 billion dollars since June.
Thus the long-continued rise has come
to a halt.

The huge wartime expansion of indi-
viduals' income has resulted primarily
from the rise in such major components
as manufacturing wages and salaries,
agricultural incomes, Federal personnel
payments, including military. These
three groups accounted for almost 90
percent of the expansion of incomes be-
tween 1942 and 1943.

During 1944 manufacturing pay rolls
have been falling as a result of declining
employment. There is reason to believe
that this trend will continue for some
time. Even if employment should sta-
bilize at current levels, any shift from
war to civilian production would prob-
ably have the effect of reducing average
weekly earnings, as labor shifts from
the relatively higher paying jobs of war
production to employment in the pro-
duction of civilian-type goods.

The major share of the increase in
income payments which occurred in 1944
was accounted for by agricultural in-

c£omes and military payments. In the*
case of incomes generated in agriculture
the rise was confined almost entirely to

the first half year in which the special
circumstance of unusually large live-
stock marketings was the dominant fac-
tor.

The sharp increase in military pay-
ments as shown in chart 1, is in con-
trast to the movements in the manu-
facturing and agricultural components.
Military payments, which include besides
direct pay to military personnel, depend-
ency allotments, and mustering-out pay,
reached a total for the third quarter of
4,560 million dollars, as compared with
4,360 million in the second quarter.

The significant extent to which these
payments have dominated the rise in
total incomes is strikingly indicated by
the fact that between 1942 and 1943,
the rise in the military income segment
constituted one-fourth of the 25.6 bil-
lion dollar increase in total incomes re-
ceived.

The expansion of military payments
between the fourth quarter of 1943 and
the third quarter of 1944 represented
more than half of the 8.3 billion dollar
increase in the annual rate of total in-
come payments. As of the third quarter,
these payments on account of military
service constituted almost 12 percent of
total incomes of individuals.

The sharp increase in military pay-
ments was maintained during the first
half of the year. Recently, however,
this rate of growth has also tended to
decline thus adding to the tendencies
toward stability of total income pay-
ments. This follows from the fact that
the armed forces are approaching their
desired personnel goals. Hence, the

.total number of individuals receiving
such payments is now expanding rel-
atively slowly although the payment
per individual is continuing to rise
slightly.

Chart 2.—Strength of the Armed
Forces, End of Quarter
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The Armed Forces
Aside from the military significance

of the expansion of our armed forces,
importance attaches to that growth also
from the point of view of its effect upon
economic activity, as illustrated above
in relation to income payments.

One-fifth of the nation's labor force,
or approximately 11,625,000 persons,
were enrolled in the nation's armed serv-
ices on June 30th of this year. This
represents an expansion of military per-
sonnel since Pearl Harbor of 9.5 millions.
Two-thirds of the present strength is
in the Army; one-third in the Navy.

The armed forces experienced their
most rapid rate of growth in the last half
of 1942, as indicated on chart 3. Dur-
ing that period 3.4 million persons were
inducted. The expansion has since con-
tinued at a decelerating rate with 2.5
million added in the first half of 1943

Chart 3.—The Armed Forces: Ac-
cessions and Separations *
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and 1.5 million in the comparable period
this year.

Indications are that the decline in
the rate of expansion of military person-
nel will continue. The Army has reached
its manpower goals. Future inductions
into the Army will serve largely as re-
placements for those discharged and for
battle casualties. However, the Navy,
as a result of the continued expansion of
the merchant and combat fleets, is still
adding to its personnel.

The number of individuals who have
experienced service with the armed
forces approximates 13.2 million, equiva-
lent to the present strength of the Army
and Navy, plus the 1.6 million individuals
who have been separated as a result of
discharge, capture by the enemy, or
death. Pour-fifths of the separations
have been from the Army. Among Army
separations 6 percent were the result of
deaths, 6 percent were prisoners or
missing, the remainder discharged.

While the number of separations has
declined slightly from the high of the
second quarter of 1943, as shown in the
chart, the total has been averaging al-
most 60 thousand a month in 1944 as

compared with 35 thousand in 1942 and
the early part of 1943. The high rate
of separations in the second quarter of
1943 is explained largely in terms of the
Army policy, inaugurated in December
1942, permitting the resignation of serv-
icemen over 38 years of age.

The men and women who have left
the armed forces are returning to pro-
ductive roles in the civilian economy
with little difficulty. The Veterans' Em-
ployment Service found jobs for over
400 thousand veterans of World War II
in the first nine months of this year.
These placements do not include men
and women who returned to their former
jobs or those who are self-employed.
An insignificant number of World War
II veterans are now drawing unemploy-
ment compensation.

The Automobile Industry
Before the war the automobile indus-

try was 'the largest producer of durable
goods for civilian use. Nearly 30 percent
of the pre-war purchases of all consumer
and producer durable goods were ac-
counted for by motor vehicles- and parts.
The production, distribution and serv-
icing of automobiles have been major
factors in business activity and employ-
ment in peacetime.

Currently, the automobile industry is
one of the largest producers of war prod-
ucts. Because of its importance in sup-
plying civilian durable goods, the speed
with which the industry shifts from war
to peacetime products will be an influen-
tial factor in the availability of jobs
after war contract terminations.

Shipments of the automobile indus-
try in 1944 were 325 percent above 1939
as may be seen in chart 4. The total
annual rate of 17 billion dollars this year
represents an increase of one-and-one-
half times shipments in 1941, the last
full year of civilian production. A peak
was reached in shipments early in 1944
and these have continued, at about the
same volume since the first quarter of
the year.

Part of the increase was due to higher
prices. However, it is difficult to meas-
ure the effect of price changes since

Chart 4.—Shipments by the Auto-
motive Industry, Including New
War Plants
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most of the production during the war
years represents entirely new products.

The increase in shipments was made
possible in part by very large expansion
in the industry's facilities after 1939.
To thfc. production capacity of the pre-
war industry has been 'added 1.1 billion
dollars in new plants operated by com-
panies normally regarded as in the auto-
mobile industry.

In addition, the capacity of the old
plants has been expanded with over 800
million dollars of new facilities. The
conversion process reequipped these
plants with the best and newest machin-
ery for the manufacture of war prod-
ucts and in many cases additions to the
old plants have been made.

New Plants.
As has been noted, about half of the

industry's total shipments, based on the

Chart 5.—New Facilities Authorized
for Selected War Products, July
1940 Through May 1944

BILLIONS OF DOLLARS
4

COMBAT
VEHICLES

DL 0. 4*-709
Source : War Production Board.

GUNS AND
AMMUNITION

1944 rate, can be attributed to the new
plants built during the war. The addition
of these new facilities approximately
equaled the 1939 net property account of
companies in the industry.

Almost all of the new facilities have
been for products foreign to the prewar
automobile industry and the industry is
now an important producer in fields other
than motor vehicles and parts. However,
most of these are wartime products
which will not be produced in as great a
volume after the war.

As indicated in chart 5, of the new
facilities authorized during the war for
aircraft production, the automobile com-
panies operate 30 percent. They also
have 50 percent of the new facilities for
producing combat vehicles, 17 percent for
guns, and 10 percent for ammunition.

The Pre-War Industry.

Because of the fact that available data
is based on 1939 product classification
it is necessary to distinguish between the
pre-war industry and the wartime addi-
tions.

At present, plants of the pre-war auto-
mobile industry are contributing nearly
9 billion dollars in shipments annually,
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Chart 6.—Shipments from Plants in the Pre-War Automotive Industry
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the remaining 8 billion coming from new
war plants operated by firms in the in-
dustry.

During the first half of 1944 the an-
nual rate of shipments from plants which
comprised the pre-war automobile in-
dustry was 120 percent above the 1939
level. The change in the composition
of production and the extent of conver-
sion to war production is illustrated in
chart 6.

The expansion of production from 1939
to 1944 in the pre-war automobile in-
dustry was accompanied by a 75 percent
rise in employment, bringing the total
to over 700,000, as can be seen in chart 7.
The average hours worked per week were
more than 30 percent higher, resulting
in an increase of over 130 percent in
man-hours.

Through 1941 the industry was con-
centrated largely on civilian production.
As shown in chart 8, the number of pas-
senger cars and trucks manufactured in
1941 was over 4.8 million, the highest
since 1929, of which 250,000 were mili-
tary vehicles. Output of war products
accounted for only about 15 percent of
the total value of shipments.

Production of finished passenger cars
virtually ceased in February 1942. In
1943, production of pre-war type vehicles
had dropped to 676,000 units—all
trucks—with less than 3,000 for civilian
use. The 1944 output will be over 700,-
000 trucks with nearly 100,000 for civil-
ians. No passenger cars are yet being
made.

In 1939 the industry's output was com-
posed almost entirely of motor vehicles,
parts and accessories. In 1944, despite
the elimination of passenger car produc-
tion, the pre-war plants of the indus-
try have continued to make civilian-type
products equal to 77 percent of the 1939
shipments. Most of the trucks have been
for military use, but almost half of the
parts and accessories, a volume larger

than in 1941, have been for the civilian
market. However, because of increased
plant utilization, added facilities, and
the shift to war production, this repre-
sented only one-third of the total 1944
shipments. Hence two-thirds of the
shipments from the pre-war plants are
of products which were not manufac-
tured in 1939.

There is a necessary distinction to be
made between trucks produced for mili-
tary use and thosei for civilians. The
military trucks, which include jeeps, am-
bulances and other nonarmored vehi-
cles, have a considerably higher unit
value than do the civilian-type trucks.

The average value of trucks shipped
in 1939 was about 670 dollars. During

the first half of 1944 the average value
of the trucks shipped was 2,290 dollars.
In addition to the influence of higher
costs, this difference is mainly due to the
special designs and larger sizes of these
vehicles required for military purposes.

Nearly one-third of the 1944 produc-
tion from the pre-war plants is in air-
craft, aircraft engines, and aircraft parts
and accessories. This is almost equal to
the output of motor vehicles and parts.
Combat vehicles and tanks, accounted
for over 15 percent of the 1944 produc-
tion, with the remainder devoted to guns,
ammunition, and many miscellaneous
products, such as ship parts and elec-
trical devices.
Time Needed for Reconversion.

Although the industry converted to
war production with little loss in the
annual volume of shipments, the sharp
increase in those shipments did not occur
until 1943. This fact followed from the
extreme difficulties involved in changing
the character of its product. Automotive
machinery had to be removed from the
plants.

The industry competed with numer-
ous others in deluging the machine tool
builders with orders, resulting in lengthy
delays in securing deliveries of the new
machinery which had to be installed. In
plants requiring retooling and new lay-
outs, a flow of materials of the proper
size, types, and composition for war prod-
ucts had to be established and an or-
derly, balanced movement of compo-
nents, parts, and raw materials to the
assembly lines had to be secured.

Similar problems will cause delay in
the resumption of civilian goods produc-
tion, which, however, should not be as
difficult as conversion to war products.
This will be true because civilian auto-
mobiles are basically simpler than most
of the war products now being manu-
factured, the designs are well established,
and few changes are anticipated in the
early part of the reconversion period.

Chart 7.—Employment and Hours in the Pre-War Automotive Industry
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Moreover, many automobile parts have
remained in production during the war
period as may be seen from the fact that
the rate of production of replacement
parts and accessories is currently higher
than in 1941. Further expansion of pro-
duction of parts already being manufac-
tured is a far more expeditious matter
than undertaking the manufacture of
entirely new eauipment.

Despite these factors which tend to re-
duce the reconversion period, it will still
take time to unscramble Government-
owned property from private; remove
machinery now in place; install equip-
ment now in storage; procure and install
new machines some of which are already
ordered but not yet in production; make
the dies, jigs, and fixtures for retooling.

Deliveries of parts and components
from suppliers and subcontractors and
balanced flow of these materials into the
assembly lines must also be considered
as additional sources of delays. All in
all, a considerable interval is to be ex-
pected between the cessation of war pro-
duction and the appearance of civilian
products in significant volume.

Another problem of importance aris-
ing from the industry's war experience
relates to the utilization of the expansion
of facilities of the past few years.

There is no doubt that the demand for
automobiles during the reconversion will
require higher annual output which will
substantially exceed the number pro-
duced in any earlier year. Nevertheless,
the demand will not require the use of
all the facilities now operated by the
industry and a surplus will exist. Not
all of the new facilities are adaptable to
automotive production, and it is not clear
what proportion of those that might be
converted to such uses will be needed to
satisfy increased demand.

The current rate of shipments from
pre-war plants, as expanded during the
war, indicates that the effective utiliza-
tion of these plants alone probably could
supply automotive vehicles at a rate
above maximum pre-war figures. Util-
ization of many of the other plants and

Chart 8.—Production of Passenger
Cars and Trucks *

Chart 9.—Coal Production
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for 1942-44 are production.

Sources: U. S. Department of Commerce and
Facts for Industry, War Production Board.
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of their employees must be considered
largely in terms of products other than
automobiles and accessories.

Supply of Basic Commodities
Although the adequacy of supply for

the war program of most materials is
no longer a problem, certain commodi-
ties continue to arouse interest as real
or potential sources of difficulty. Among
these are coal and lumber. Analysis of
the situation in these two cases indi-
cates sharp differences. Coal production
has been high throughout the year and,
if continued at present rates, 1944 sup-
plies will be sufficient to meet domestic
industrial requirements. In the case of
lumber, however, though production is
high no expansion paralleling the rise
in coal output has occurred and supplies
continue tight.

Coal.

If the present rate of production of
bituminous coal is continued, the output
in 1944 will be the largest in the history
of the country. Bituminous production,
as shown in chart 9 has been moving
upward, increasing from 514 million tons
in 1941 to 580 million tons in 1942 and
to 589 million tons in 1943.

To supply domestic needs indicated
by the Solid Fuels Administrator for
War as 596 million tons, 124 million
tons will have to be produced in the
current quarter. Output is currently at
a rate well above this figure and for the
full year will probably reach 619 million
tons.

Realization of this output would
mean an all-time high annual total, and
an increase of 5 percent over last year.

1943 1944
D. D. 44-642

Achieving it will depend as much on de-
mand expressed in orders as on produc-
tion capacity and will require freedom
from work stoppage^.

The rise in output was made possible
mainly by an increase in the number of
hours worked per week and to a lesser
extent by the expansion in mechanical
handling of coal and in strip mining op-
erations. The decline in wage earners in
the bituminous mines from an average
of 376,000 in the third quarter last year
to 348,000 in September was accom-

(Continuedonp.14:)

Chart 10.—Industrial Stocks of Bi-
tuminous Coal, End of Month
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