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A REVIEW OF 1952

By the Office of Business Economics

INCREASED PRODUCTION and less
inventory accumulation permitted
substantially larger government
purchases in 1952

Change in REAL product, 1951 to 1952
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The trend of defense buying continued
upward, but with a more moderate
rate of increase
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JLVESUMPTION of a more balanced growth in produc-
tion , following the sharply divergent movements of the pre-
ceding year, highlighted economic developments during 1952.
As the year ended there were few industries not experiencing
production and sales higher than a year earlier, while no
single branch of the economy had dominated the general
advance. Two developments coincided in the late spring to
bring about this alteration in the economic situation.

The first was the cessation of a sharp rate of increase in
defense spending and the stabilization of private expenditures
for defense-supporting plant and equipment. Further in-
creases in Federal defense outlays scheduled for 1953 are not
of the large magnitudes characteristic of the early phases of
the defense program. Thus, at 14 percent of the gross
national product the share of total output absorbed by
national security purchases in 1952 was not far from that
which is expected to be maintained for some time to come.

Civilian purchases advancing
It was also in the late spring of 1952 that the downward

trend was reversed in the production of most consumers'
durable goods, clothing, and textiles. These markets had
experienced slack demand since the cessation of the second
post-Korean buying wave more than a year earlier. The
initial renewal of activity in these products resulted primarily
from the liquidation of excessive business inventories which
had been accumulated in early 1951. Consumer buying was
increasing, however, and with the accelerated rise in personal
income these outlays showed pervasive advances during the
last half of the year. Fixed investment of a nondefense
character was also on the upgrade as materials became
more freely available.

The alternation of defense requirements and civilian de-
mand as the major dynamic forces in the economy—as con-
trasted with the possible situation of greater demand pres-
sures had the greatest expansionary force from both sources
coincided in time—contributed greatly to economic stability
after early 1951. It made possible expansion of total output
without general inflationary tendencies and without impor-
tant shortages of end products other than specialized
machinery and military equipment.

Influence of labor disputes
Work stoppages resulting from labor disputes influenced

the course of total production to an unusual extent in 1952
and caused recorded data to depart from the underlying
trends.

The major stoppage of the year occurred in June and July
in basic steel, at a time when the amount of steel flowing
through the economy was a limiting factor on production in
much of the steel-using sector of industry. Loss of produc-
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tion in the steel-processing industries was greatest in the
third quarter.

Fourth-quarter spurt in product
Full production in the durable goods industries in the final

quarter of the year, coupled with the continued advance of
nondurable goods and services, brought a 5-percent jump
from the third quarter in the value of the gross national
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product. An important part of this enlarged output was
used to bring strike-depleted inventories in the durable goods,
and especially the motor vehicle, sectors of manufacturing
and trade to a level more commensurate with high-volume
operations. In addition to this special stimulus, however,
the unusual size of the increase reflected an advance in
output which, in the absence of the steel stoppage, would
have been achieved by more even increments throughout the
year.

Evidence of acceleration in the growth of demand toward
the end of the year beyond what could be explained by dis-
tortions resulting from the steel labor dispute was not con-
clusive. Consumer spending and retail sales during the
Christmas buying period were, to be sure, striking. How-
ever, the fourth-quarter advance in consumer expenditures
was based upon the sharpened rise of personal income,
deriving in large measure from the lift to durable goods
production, rather than from an independent increase of
significant amount in the relationship of spending to income.
Moreover, sales of automobiles, which had been short in
the previous quarter, were largely responsible for the excep-
tional size of the buying advance.

Another indication of the underlying trend was the smooth
rise in the value of production of nondurable goods and
services, depicted in the chart. Still another was the fact
that new orders received by manufacturers of durable goods
and nondurable goods in the fourth quarter were each only
moderately above the average for the year as a whole.

At the production rates of the fourth quarter, the Nation's
labor and capital resources were being utilized at an excep-
tionally high rate. The tightness of the labor market is
indicated by the facts that unemployment was lower and
average hours of work in manufacturing higher than in any
other quarter of the postwar period.

Wage and price movements
Most of the 6 percent rise from December 1951 to Decem-

ber 1952 in average hourly earnings in manufacturing took
place in the latter part of the year; this pattern was charac-
teristic of the nonmanufacturing industries as well. The
longer workweek, the resumption of important increases in
hourly earnings, and a significant increase in employment
combined to create an upsurge in the Nation's payroll in
the closing months of the year. Total wage and salary
disbursements reached a seasonally adjusted annual rate of
$189 billion in December, as compared with $176 billion a
year earlier and $177^ billion in the first half of 1952.

Despite the rise in wage rates, a basic cost element, at a
time when the strength of demand was requiring full resource
utilization, the stability of nonagricultural prices was main-
tained. In December, the consumers' price index stooc
less than 1 percent above, and the index of wholesale prices
of commodities other than farm products and foods \% per-
cent below, December 1951; neither index differed appre-
ciably from its mid-year level.

Weaker areas in the economy
One factor underlying the continued stability of thes<

indexes despite rising wage rates was the decline in impor
prices and, particularly in the last 4 months of the year
domestic farm prices for the principal agricultural rav
materials, food crops, and meat animals. In December
prices received by farmers stood 12 percent below Decembe
1951 and 9 percent below July 1952. The parity ratio, a
96, was back to the level of the spring of 1950. Governmen
price support operations were resumed on a substantia
scale.
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Not only high domestic agricultural production and mar-
ketings but also smaller exports of agricultural commodities
contributed to the decline in farm prices. Exports of
nonagricultural commodities were also down. Thus agri-
culture and foreign trade were two areas showing trends
diverging from those in the economy as a whole.

Comparison of 1952 with 1951
Almost all of the growth from 1951 to 1952 in the average

size of the labor force was absorbed, for the second successive
year, by the Armed Forces. According to Census Bureau
data, an increase of 537,000 in civilian nonagricultural
employment was achieved with an increase of only 82,000 in

Most prices were fairly stable during
1952, but farm prices receded
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the civilian labor force by reductions of 249,000 in agricul-
tural employment and 206,000 in the number of unemployed.

Gross national product was about 5 percent higher in
dollars, and about 2% percent higher in real (constant dollar)
terms in 1952 than in 1951. The disposition of this additional
real product is shown in the chart on page 1. With Gov-
ernment employment, inclusive of the armed forces, sub-
stantially higher, the real output of the private economy was
up less—about 2 percent, according to preliminary data.
Private man-hours worked were slightly lower in 1952 than
in 1951, and real private product per man-hour increased
around 2% percent. Higher agricultural production con-
tributed disproportionately to the increase in total output
and, in view of the drop in farm employment, especially to
the gain in output per man-hour.

Elimination of controls
On February 2, 1953, President Eisenhower, in his State

of the Union message, informed Congress that he would not

ask for extension of wage and price control authority beyond
April 30, and that in the meantime steps would be taken to
eliminate existing controls in an orderly manner. He
also stated that material and product controls, for which
present legislation expires June 30, should be ended except
with respect to defense priorities and scarce and critical
items essential for defense. The President recommended
continuance beyond June 30 of authority for Federal control
over rents in those communities in which serious housing
shortages exist. The message was followed quickly by
elimination of all wage and salary controls and major relax-
ations in the fields of prices and production.

The President's statement of general policy had been
preceded during 1952 by a continuing stream of Federal
orders removing or relaxing particular emergency controls.
Aside from the field of credit, however, the controls frame-
work had remained and controls continued to operate in
major areas.

Price controls were removed from a large number of
products during 1952. Although in December ceiling prices
were still in effect for items with 55 percent of the weighted
value of all items in the consumers7 price index and 70 per-
cent in the wholesale price index, actual prices of a wide
range of commodities were well below ceiling. Federal,
State, or local rent controls continued on almost 9 million of
the 20 million rental units in the country, with actual and
ceiling prices generally coinciding.

Wage and salary controls had remained in general effect
throughout 1952. In the last half of the year rather substan-
tial wage increases and fringe adjustments had been ap-
proved, however, and the rise in average hourly earnings was
resumed.

Only the permanent credit powers of the Federal Reserve
Board had remained in force after the discontinuance of the
voluntary credit control program and the regulations cover-
ing installment and real estate credit. Greater use of the
more traditional methods of credit control had been made
possible by removal in 1951 of the "peg" on U. S. Govern-
ment securities. In the latter part of 1952 commercial banks
found necessary considerably greater borrowing from the
Federal Reserve System in order to obtain additional re-
serves. Since such borrowing is normally considered tem-
porary in nature, this situation tended to exert some restraint
on credit expansion. Relative stringency in the availability
of short-term funds resulted in a continued moderate rise in
short-term interest rates; in January 1953 the Federal
Reserve banks raised the rediscount rate from 1% to 2
percent.

Most of the individual materials and products originally
under production, distribution, and inventory controls had
been freed during 1952, and orders prohibiting or limiting
uses of other materials had been removed or relaxed. The
Controlled Materials Plan for steel, aluminum, and copper
remained in operation, although it had been liberalized in
important aspects.

Business prospects
The present year has opened with the business momentum

deriving from high production and income unabated. Pro-
ductive capacity continues to increase and the armed forces
are no longer absorbing the annual growth of the labor force.

As to future trends, an analysis covering the next three
years has just been completed and published under the title
Markets after the Defense Expansion. In this report the
available facts were brought together and an appraisal given
of the future business prospect. As stated there, "It is hoped
that they will aid the businessman to reach his decisions
and conduct his operations in the light of such general eco-
nomic facts as can be known."
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National Income and Product in 1952

L HE Nation's output and income moved forward in 1952
in a setting of general stability.

The market value of the total output, as measured by gross
national product, was $346 billion, as compared with $329
billion in 1951. National income, which measures output in
terms of the total income earned in production, advanced
from $277K billion in 1951 to $290^ billion in 1952. Half of
the 5 percent rise in dollar value of output represented expan-
sion in physical volume, the remainder reflecting the further
price increase.

Personal income—the sum of income receipts from all
sources—amounted to $268^ billion, 5% percent more than in
1951. Because of the rise in personal taxes, the advance in
disposable personal income was somewhat less, about 4
percent. This advance matched the relative increases in
consumer prices and population, so that real disposable in-
come per capita—despite the heavier tax burden occasioned
by the defense program—was as high in 1952 as in the
previous year.

Last year's record physical volume of output was signifi-
cantly higher than during the war and, as compared with
1929, was twice as large in total and more than 50 percent
greater on a per capita basis. The 2y2 percent increase over
1951, however, was not so large as the advance of 8 percent
which had occurred in the previous year—the first full year
of the impact of enlarged security expenditures.

Markets more balanced
With the effects of the scare-buying which had followed the

outbreak of hostilities in Korea largely dissipated, the market
in 1952 achieved a more balanced position. National de-
fense outlays continued to play a major role but, with the
completion of the initial developmental stage of this vast
program, the advance last year was at a more gradual pace
than in 1951. The unusually high rates of business inventory
accumulation which had added materially to the inflationary
pressures of 1950 and early 1951 were substantially reduced
as businessmen succeeded in bringing their stocks back into
line with current sales.

The improved relationship between supply and demand in
1952 was evident not only from national income and product
measures but in two other general ways as well. One was the
comparative stability of overall prices, which fluctuated
within narrow limits throughout the year. The composite of
gross national product prices rose 2J4 percent from 1951 to
1952, as compared with 7 percent from 1950 to 1951. The
second evidence in this regard was the improvement of
balance permitting the general relaxation of economic
controls.

Second-half output movement uneven
As discussed in the introductory section of this issue, the

course of total production within 1952 was markedly affected
by work stoppages, notably in the steel industry. This is
manifested most clearly in the lack of movement of gross
national product from the second to third quarters and the
upsurge in the fourth. While the effects of the steel strike on

the economy cannot be disentangled, the impact is evident
from component analysis of the national income accounts.
These clearly mirror the retarded sales of hard goods through-
out the economy in the third quarter and their sharp rebound
in the final quarter, together with a substantial volume of
inventory replenishment.

Changes in business inventories have
dominated the short-term movement
of total gross private domestic
investment since Korea
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Beyond this, however, such analysis reveals the sustained
growth in many sectors in the latter half of the year, with
pick-ups apparent in a number of the consumer durables and
nondurables which had been lagging.

Government Demand

Purchases of goods and services by Federal, State, and
local governments rose from $63 billion in 1951 to $78
billion in 1952—primarily under the continuing impetus of
national security expenditures. At $49 billion, these rep-
resented 14 percent of the gross national product in 1952,
as compared with the annual rate of $17 billion—or 6
percent of the national product—in the second quarter
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of 1950, immediately preceding the outbreak of the Korean
conflict.

^Advance in security outlays smaller
Although national security outlays (broadly defined to

include stockpiling, atomic energy, and Mutual Defense
Assistance in addition to the strictly military programs)
were about $12 billion higher in 1952 than in the preceding
year, the quarterly rate of increase within the period was
considerably smaller than that experienced in the first year
and a half of the defense build-up. The change in tempo
reflected, in part, the comparative stabilization of the current
operating expenses of the Defense Department, which have
been running at about a $26 billion annual rate.

About one-half of this total is directly related to the
number of military personnel and consequently has tended
to level out as the Armed Forces approached their manpower
goals of 3.7 million. The other half of current expenses
includes the operation, repair, and maintenance of military
equipment and facilities and general administrative and
research costs. In the aggregate, these also have stabilized
over the past year in line with the current level of military
operations.

Mpst of the 1951-52 expansion in national defense expendi-
tures, accordingly, was concentrated in hard goods—
planes, tanks, vehicles, and other military equipment—and
in military construction. In this important sector, too, the
Office of Defense Mobilization reports that a large and
increasing number of items have reached their sustaining
rates. Important to note, however, is that some of the
major procurement programs are still expanding and that
further advances in total defense expenditures, though
fnoderate in scale, are expected in 1953.

Other Government expenditures rise
Nondef ense purchases of goods and services by the Federal

Government in 1952 amounted to about $5^ billion, $1%
billion higher than in the previous year. This increase
largely reflected higher outlays of the Commodity Credit
Corporation for the farm price support program. The
Corporation added substantially to its stocks of price sup-
port commodities in 1952, in contrast to heavy sales out of
inventory in the preceding year. An additional factor
contributing to the rise in nondefense expenditures was the
1951 statutory raise in Federal pay, which applied to the
latter half of that year but to all of 1952.

State and local government expenditures continued the
steady rise in progress since the end of World War II,
advancing in 1952 by $!}£ billion to a total of $23^ billion.
Employee compensation, reflecting primarily the fairly
general pattern of increase in wage scales last year, accounted
for more than half of the advance in total purchases of goods
and services. Capital outlays for construction of schools
and highways also contributed signficantly to the further
expansion. Appreciably greater rises in both of these
categories of construction are projected for 1953.

Investment Demand

Gross private domestic investment declined from $58K
"billion in 1951 to $52 billion in 1952 because of a $7 billion
drop in the rate of business inventory acumulation. Fixed
investment in new construction and producers' durable
equipment, which comprises the bulk of total investment,
registered a moderate increase over 1951. The sustained
high rate of fixed capital investment has been one of the
noteworthy achievements of this period, contributing sub-
stantially to the stability of the economy. As the accom-

panying chart indicates, fluctuations in total private domes-
tic investment in the last two and a half years have been
largely determined by the business inventory component.

Housing outlays firm

At $11 billion, outlays for private nonfarna residential
construction last year were the same as in 1951, the second
highest year on record. Despite this similarity, the two
years displayed different tendencies. Largely because of
mortgage credit controls designed to free resources for de-
fense production, residential outlays drifted downward in
1951 from the $13^ billion peak rate of the second half of
1950. In 1952, however, after a first quarter pickup they
were essentially stable, though advancing about $% billion at
annual rates in the final quarter.

Partly reflecting the complete suspension of the emergency
home mortgage credit controls in September, fourth quarter

Table 1.—Gross National Product* or Expenditure in
Constant Dollars 1946-52 *

[Billions of 1939 dollars]

Item

Gross National Product

Personal consumption expend-
itures

Durable goods. _ _ _ _
Nondurable goods
Services

Gross private domestic invest-
ment .

New construction
Producers' durable equip-

ment
Change in business inven-

tories

Net foreign investment

Government purchases of goods
and services

Federal
State and local.

Gross private product 3-_-

Gross government prod-
uct 3__

1946

138.4

95.7
10.4
50.2
35 2

20.3
6 0

9 9

4.4

2.7

19.6
12.8
6.8

125.6

12.8

1947

138.6

98.3
12.3
49.5
36 4

19.3
6.9

11.8

.6

4.8

16.1
8.5
7.6

128.8

9.8

1948

143.5

100.3
12.6
49.7
38 0

22.7
8.0

12.6

2.1

1.4

19.2
10.9
8.2

133.7

9.7

1949

144.0

103.2
12.9
50.7
39 6

18.0
7.9

11.4

-1.3

.6

22.2
12.9
9.3

133.7

10.3

1950

154.8

108.5
15.4
51.6
41 5

25.8
9 8

13.1

2.8

.0

20.6
10.9
9.7

144.3

10.5

1951

167.3

108.4
13.3
52.4
42 6

28.0
9.2

13.6

5.1

2.0

28.9
18.9
10.1

154.0

13.3

1952

171.3

110.5
12.5
54.6
43 3

24.1
9 0

13.6

1.5

1.6

35.1
24.6
10.5

157.1

14.3

1. Data for earlier years are contained in July 1952 SURVEY OF CURRENT BUSINESS. Detail
will not necessarily add to totals because of rounding.

2. Gross national product less compensation of general government employees.
3. Compensation of general government employees.

Source: U. S. Department of Commerce, Office of Business Economics.

housing starts, after adjustment for seasonal variation, were
almost 10 percent higher than in the third quarter. This
gain suggests that last year's high rate of residential con-
struction has carried over into 1953.

Business fixed investment continues high

Total expenditures for producers' durable equipment and
nonresidential construction in 1952 amounted to $38 billion—
about $K billion higher than in 1951. After allowance for the
moderate rise in capital goods prices, the physical volume of
new plant and equipment acquisitions was about the same in
the two years.

The industrial composition of fixed capital outlays, how-
ever, was somewhat altered in 1952. Further advances in
manufacturing, about equally divided between the durable
and the nondurable industry groups, and in public utilities
and communications were partially offset by moderate though
widespread declines in other sectors.

Capital expenditures showed an appreciable upturn in the
fourth quarter. This represented, in part, a recovery of
ground lost in the preceding quarter as a consequence of the
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interrupted flow of steel. Although the defense-related
industries were important in this advance, the pickup in
nondefense industries was noteworthy.

Inventory balance restored

Inventory-wise, the year 1952 may be conveniently sub-
divided. During the first half year there was a continued
scaling down of business inventory investment from the
extraordinarily high rates reached in late 1950 and early
1951. The latter build-up, it will be recalled, stemmed from
two principal factors. One was the necessity in the defense
and defense-related industries of bringing stocks into line
with the sharp advance in their output. The other was the
substantial anticipatory buying that accompanied the earlier
phases of the defense build-up.

Thereafter, with the changed supply outlook, businesses
took measures to adjust their inventory positions, bringing
the net accumulation of stocks virtually to a halt by mid-
1952. Substantial liquidations occurred during this period
in some industries, notably retail trade.

During the second half of 1952 there was a moderate re-
sumption in inventory accumulation in the predominant
nonfarm sector. Approximately three-fourths of this ac-
cumulation occurred in wholesale and retail trade as dealers
generally halted the further downward adjustment of stocks
and resumed buying on a scale commensurate with current
needs.

In the manufacturing sector, there was a sizable increase
in nondurable stocks—concentrated in the third quarter—
associated with the upturn in activity in apparel, textiles,
and other soft goods lines.

In the durables component of manufacturing, the impact
of the steel strike appears to have manifested itself not so
much as an absolute decline—though small net liquidations
for the durables group as a whole did occur in both the second
and third quarters—but rather in the form of a departure
from the projected pattern of moderate growth suggested by
the experience of the past several quarters.

This hypothesis finds support in the fourth-quarter spurt
which appears to have restored the strike-upset inventory
balance in durable goods manufacturing. The accumulation
was especially strong in motor vehicles, where it accompanied
the resurgence of production in that industry. It may be
noted parenthetically that the restocking of auto dealers
following the forced inventory draft in the third quarter was
the strongest element in the fourth-quarter advance in retail
trade.

Net foreign investment unchanged
Net foreign investment in 1952, as in 1951, was minimal,

reflecting continued approximate balance in the interna-
tional receipts and payments of the United States on current
account, despite fluctuations within the period. While
there was a net export surplus of about $5 billion on trade,
service, and investment income transactions in each of the
years, it represented, in the main, goods and services financed
by net United States Government grants and (to a minor
extent) private remittances. The value of exports corres-
ponding to these items is included in gross national product
as part of Government purchases and personal consumption
expenditures, respectively, rather than as a component of
net foreign investment.

As contrasted with the sharp upward movement of the
preceding period, the overall volume of foreign trade was little
changed from 1951 to 1952. Both in dollar value and real
volume, commodity exports last year matched the high rates
of 1951. Commodity imports were off moderately in dollar

total but, with the decline that occurred in average import
prices, showed a small increase in real volume.

Despite the picture of little change recorded in the annual
totals, there have been significant short-term fluctuations!
in the international account during the past two years.
These are discussed in another section of this issue.

Consumer Demand

Personal consumption expenditures aggregated $216 billion
in 1952, $8 billion more than in the previous year. After
allowance for price changes, about one half of this rise
represented an enlarged flow of goods and services to con-
sumers. By contrast, the $14 billion expansion in consumer
spending from 1950 to 1951 was entirely accounted for by
higher prices, with real volume unchanged.

Consumer spending in 1952 amounted to 92 percent of
disposable income, about the same as in the preceding year.
The rate of personal saving, at roughly 8 percent, thus
continued relatively high—double the average for the period
1947-49.

Pattern of spending in 1952

Following a moderate increase in the first quarter of 1952,
consumer spending in the aggregate tended to level out in
the ensuing six months but ended the year with a brisk
upturn.

This general movement was much affected by fluctuations
in automotive outlays, attributable mainly to changes in the
steel supply. Expenditures in the automotive group dropped

Payroll Increases
in 1952 were smaller and, in the private sector,
more uniform than in 1951

PERCENT INCREASE
30 —

ALL
INDUSTRIES

GOVERN- COMMODITY- DISTRIB-
MENT PRODUCING UTIVE

SERV-
ICE

S. DEPARTMENT OF COMMERCE. OFFICE OF BUSINESS ECONOMICS

by $2y2 billion, at an annual rate, in the third quarter and
showed a rise of similar magnitude in the fourth. Apart
from this group, which comprises only 5 percent of the total,
consumer expenditures during 1952 exhibited the general
pattern of gradual rise in evidence since the spring of 1951.

In dollar terms, fourth-quarter 1952 personal consumption
was 5 percent above the same period a year ago. In real
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terms, it matched the record volume of purchases in the
scare-buying splurge of the third quarter of 1950.

Further rise in nondurables and services

Consumer expenditures for nondurable goods and services,
which combined account for over half of the gross national
product, showed continued moderate growth in 1952. This
pattern characterized not only the aggregates, but major
component categories as well. The principal exception to
the pattern was furnished by the clothing group, where
consumer outlays rose only fractionally on an annual basis
but showed a marked pickup at the close of last year.

Durable goods outlays firm

Although consumer expenditures for durable goods last
year were almost $1% billion below the 1951 total of $27
billion, the movement within the year was not downward.

Outlays for durable goods other than automobiles did not
deviate far from a $15% billion annual rate in any quarter of
1952, thus continuing the relative stability that has marked
this buying since the spring of 1951. Some downdrift in the
first half and upward tendency in the second half were
evident, however.

In the automotive group, a decline that had continued
unabated since the last quarter of 1950 was halted in the first
quarter of 1952. The subsequent quarterly movement was
irregular, first because of the increase in steel allotments and
production quotas and then because of steel shortages. It
is noteworthy, however, that consumer automotive outlays
in the fourth quarter of last year were at the high annual rate
of $11 billion, well above the 1951 and 1952 annual totals
and $1^ billion higher than the 1951 quarterly low point.

A number of factors, aside from the rising income flow,
aided the consumer durables market in 1952. It would
appear that the effects of accelerated purchases made after
the Korean outbreak are being worked off, and that buyers
have been reentering the market for hard goods. Also, price
cuts in many lines of durables have provided some stimulus
to sales. The improved supply situation, apart from the
steel strike, provided a basis for greater output of items
subject to production controls. The suspension of consumer
credit controls in May greatly accelerated the expansion of
consumer credit—a large portion of which was directly
associated with the upturn in automobile purchases. Finally,
the high level of housing construction has been a mainstay
in the closely associated demand for furniture and household
equipment of all kinds.

National Income by Industries

Changes in national income by industry from 1951 to 1952
showed a wide variation from the overall rise of 5 percent.
They ranged from advances of 12 percent in Government and
10 percent in communications and public utilities to moderate
declines in mining and agriculture.

Irregularity—although to a lesser degree—also character-
ized the industrial movements of national income from 1950
to 1951. However, in the private sector of the economy
variations in the two periods were partly offsetting so that
the net shifts over the 1950-52 span were less uneven.

As may be expected in a mobilization period, the govern-
ment sector—which consists of the compensation of its
civilian and military personnel—showed the largest percent-
age rise from 1950 to 1952, although the increase last year
was less than half the rate in the preceding year.

In the private sector, all but three of the major industry
divisions shown in table 2 registered advances of roughly

one-fifth to one-fourth for the two-year period. The three
exceptions are agriculture, mining, and services, which showed
below-average increases of 12-13 percent.

Government rise tapers

Since 1950, the Government advance has been determined
primarily by the rate of growth of the Armed Forces, which
had accomplished the largest part of their scheduled build-up
by the end of 1951. The advance from 1950 to 1951 was
reenforced by a sizable increase in civilian personnel as well,
mainly to staff the defense and economic stabilization agen-
cies. The rate of growth in Federal civilian employment,
however, tapered sharply in the 1951-52 period. State and
local government, in contrast, maintained a moderate increase
in both years.

Table 2.—National Income by Major Industrial Divisions, 1950—52 *

Item

AH industries, total

Agriculture, forestry, and fisheries— _ _ ._
Mining
Contract construction

Manufacturing _ _
Wholesale and retail trade _ _ _ __
Finance, insurance, and real estate __

Transportation _
Communications and public utilities
Services _ _ _ _

Government and government enterprises
Rest of the world

Billions of dollars

1950

239.2

17.4
5.0

12.4

74.5
42.8
20.5

13.2
7.2

22.3

23.4
.5

1951

277.6

20.0
5.8

14.5

88.9
47.9
22.4

14.8
8.1

24.4

30.1
.7

1952

290.4

19.8
5.6

15.5

89.9
51.4
24.1

15.5
8.9

25.2

33.9
.7

Absolute
change,
1951-52

12.8

-.2
1.0

1.0
3.5
1.7

.7

.8

.8

3.8

Percent-
age

change,
1951-52

4.7

— 1.1
-4.1

6.7

1.2
7.5
7.5

4.6
10.3
3.2

12.5
6.4

1. Detail will not necessarily add to totals because of rounding.

Source: U. S. Department of Commerce, Office of Business Economics.

Unlike developments in most other major industrial divi-
sions, the bulk of the large advance in manufacturing in the
2-year period since 1950 was accomplished in the first year—
accompanying the rapid acceleration of defense outlays.
That income in manufacturing moved up only fractionally in
1952 was in large measure attributable to the sharp decline
in the rate of inventory accumulation—not only in manu-
facturing itself but in other industries as well, since it pro-
duces the bulk of inventory goods held in the economy. As
a result of the reduction in inventory investment, discussed
earlier in the review, a larger proportion of total manufac-
turing output could be diverted to the rising volume of final
demand.

Continued expansion in trade

With the continued growth of consumer spending in 1952,
wholesale and retail trade exhibited a proportionate rise ex-
ceeding the all-industry total. As a consequence of this and
the above-average expansion of manufacturing in 1951, the
share of national income earned last year in each of these
industry groups—which together make up one-half of the
national income total—was about the same as in 1950.

Only two major divisions displayed similar rates of growth
in 1952 and 1951. These were communications and public
utilities and the finance group—both of whicb continued
their steady postwar uptrends.

The 1952 decline in agriculture was due to lower farm
prices, together with a further rise in production costs; physi-
cal production was markedly higher. The decline in prices
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Table 3.—National Income and Product 1950, 1951, and 1952 *

[Billions of dollars]

Item

NATIONAL INCOME BY DISTRIBUTIVE SHARES

National income -

Compensation of employees _ _ _ _
Wages and salaries

Private - -
Military
Government civilian

Supplements to wages and salaries _ _ _

Proprietors' and rental income *
Business and professional
Farm - - --
Rental income of persons

Corporate profits and inventory valuation adjustment
Corporate profits before tax _ - -

Corporate profits tax liability
Corporate profits after tax -

Inventory valuation adjustment - - - --

Net interest - -
Addendum* Compensation of general government employees--

GROSS NATIONAL PRODUCT OR EXPENDITURE

Gross national product _ -

Personal consumption expenditures _
Durable goods -
Nondurable goods -- -
Services -

Gross private domestic investment - _- -
New construction

Residential nonfarm -- - - _ _
Other - --

Producers' durable equipment -
Change in business inventories, total

Nonfarm onlv - -

Net foreign investment

Government purchases of goods and services
Federal - --

National security
National defense
Other national security

Other -
Less' Government sales

State and local -

DISPOSITION OF PERSONAL INCOME

Less* Personal tax and nontax payments __
Federal

, State and local -- - -
Equals* Disposable personal income
Less* Personal consumption expenditures
Equals* Personal saving _

RELATION OF GROSS NATIONAL PRODUCT, NATIONAL
INCOME, AND PERSONAL INCOME

Gross national product -

Less* Capital consumption allowances
Indirect business tax and nontax liability
Business transfer payments _ _ _ _
Statistical discrepancy _ .

Plus' Subsidies less current surplus of government enterprises

Equals: National income __

Less' Corporate profits and inventory valuation adjustment
Contributions for social insurance _
Excess of \v age accruals over disbursements

Plus* Government transfer payments
Net interest paid by government.
Dividends
Business transfer payments

Equals! Personal income

1950

239.2

153.4
145.6
123.4

5.0
17.2
7.8

45.2
23.7
13.3
8.2

34.8
39.6
18.4
21.2

-4.8

5.8
20.9

284.2

194. 3
29.2

102.8
62.4

50.3
22.9
12.6
10.3
22.0
5.5
4.6

-2.3

41.9
22.2
18.5
14.2
4.3
3.9
.2

19.7

226.3

20.8
18.1
2.7

205.5
194.3
11.2

284.2

21.5
23.8

.8
-.7

.4

239.2

34.8
6.9
.0

14.3
4.7
9.0
.8

226.3

1951

277.6

178.9
169.9
141.2

8.6
20.1
9.0

50.6
26.2
15.6
8.9

41.6
42.9
24.2
18.7

-1.3

6.4
27.4

329.2

208.0
27.1

113.5
67.3

58.5
23.3
11.0
12.3
24.9
10.3
9.4

.2

62.6
40.9
37.1
33.7
3.4
4.2
.4

21.7

254.1

29.1
26.1
3.0

225.0
208.0
17.0

329.2

24.6
25.3

.9
1.4
.5

277.6

41.6
8.2
.0

11.5
4.9
9.0
.9

254.1

1952

2290.4

190.4
181.1
148.7

8
9.2

52.5
27.6
15.2
9.6

240.5
239.7
222.6
217.1

.8

7.0
30.7

346.3

216.3
25.8

119.0
71.5

52.1
23.5
11.1
12.4
25.5
3. 1
2.4

.2

77.8
54.4
49.2
46.6
2.6
5.6
.4

23.4

268.3

34.0
30.7
3.3

234.3
216.3
18.0

346.3

28.1
27.2

.9
-.1

.1

2290.4

240.5
8.5
-.1

11.9
5.0
9.1
.9

268.3

Quarterly, 1952 i

Unadjusted

I

70.6

45.9
43.5
35.5
2.5
5.5
2.4

13.0
6.8
3.8
2.3

10.0
10.0
5.7
4.3
.0

1.7
7.6

83.4

50.5
5.5

27.4
17.7

14.1
5.0
2.2
2.8
6.4
2.7
2.5

.5

18.2
12.8
11.6
11.0

.6
1.3
.1

5.4

64.4

12.0
11.0
1.0

52.4
50.5
1.9

83.4

6.7
6.4
.2

—.4
.1

70.6

10.0
2.5
.0

2.9
1.1
2.1
.2

64.4

II

71.3

46.6
44.3
36.1
2.6
5.6
2.4

13.0
6.9
3.7
2.4

10.0
9.6
5.5
4.1
.4

1.7
7.7

83.3

53.2
6.4

29.1
17.8

10.2
5.9
2.8
3.1
6.6

-2.3
-2.5

.1

19.7
13.7
12.6
11.8

.8
1.3
.1

6.0

65.9

7.2
6.3
.8

58.8
53.2
5.5

83.3

6.9
6.7
.2

-1.8
.0

71.3

10.0
2.2
.0

2.9
1.5
2.2
.2

65.9

III

72.3

47.7
45.4
37.6

2.3

13.1
6.9
3.8
2.4

9.7
9.5
5.4
4.1
.1

1.8
7.4

85.2

52.8
6.0

29.0
17.8

13.4
6.5
3.1
3.4
5.9
.9
.8

-.5

19.6
13.7
12.4
11.7

.7
1.4
.1

5.9

67.1

8.0
7.2
.8

59.1
52.8
6.3

85.2

7.1
6.9
.2

-1.3
.0

72.3

9.7
2.1
-.1

3.0
1.1
2.1
.2

67.1

IV

276.1

50.1
47.9
39.5

2.2

13.4
7.0
3.9
2.5

210.8
210.5

26 .0
2 4 . 5

.3

1.8
8.0

94.4

59.7
7.9

33.6
18.2

14.4
6.1
3.0
3.1
6.6
1.7
1.5

.1

20.3
14.2
12.6
12.1

.5
1.6
.1

6.1

70.9

6.9
6.2
.7

64.0
59.7
4.3

94.4

7.4
7.2
.2

3.5
.0

276.1

210.8
1.8
.0

3.0
1.4
2.7
.2

70.9

Seasonally adjusted at annual rates

I

288.0

186.5
177.4
145.8
10.0
21.7
9.0

52.1
27.3
15.4
9.4

42.7
42.7
24.3
18.4
—.1

6.7
30.0

339.7

213.2
25.2

118.0
70.0

50.0
23.7
11.0
12.7
25.7

.6
—.1

2.2

74.4
51.2
46.4
44.0
2.4
5.2
.4

23.2

263.0

33.5
30.4
3.2

229.5
213.2
16.3

339.7

26.7
26.3

.9
-1.6

.5

288.0

42.7
8.5
.1

11.7
5.0
8.9
.9

263.0

II

285.6

186.9
177.8
145.6
10.2
21.9
9.2

51.9
27.6
14.8
9.5

39.9
38.2
21.8
16.4
1.7

6.9
30.5

342.6

214.9
26.4

117.8
70.8

49.3
23.6
11.0
12.6
25.7

.1
-.8

.4

78.0
54.9
50.3
47.2
3.0
5.1
.4

23.0

264.4

33.6
30.4
3.2

230. 8
214.9
15.9

342.6

27.7
26.8

.9
1.8
.2

285.6

39.9
8.4
.0

11.6
5.0
9.6
.9

264.4

III

287.7

190. 3
181.0
143. 3

9.3

52.5
27.5
15.2
9.8

37.8
37.2
21.2
16.0

.6

7.1
31.1

343.0

215.0
24.2

118.9
71.9

51.7
23.0
10.9
12.2
25.0
3.7
3.0

-1.6

77.9
54.8
49.6
46.8
2.8
5.6
.4

23.1

268.9

34.1
30.8
3.3

234. 8
215.0
19.8

343.0

28.3
27.3

.9
-1.3
-.2

287.7

37.8
8.6
-.4

12.0
5.0
9.3
.9

268.9

IV

2300.2

197.9
188.2
155.3

9.6

53.6
28.2
15.5
10.0

241.5
240.3
223.0
217.3

1.2

7.2
31.3

360.1

222.0
27.3

121.4
73.3

57.3
23.7
11.6
12.0
25. P

?*

.2

80.6
56.6
50.4
48.4
2.0
6.5
.3

24.0

277.0

34.6
31.3
3.3

242.5
222.0
20.5

360.1

29.6
28.2

.9
1.1
.0

2300.2

241.5
8.8
.0

12.2
5.0
9.0
.9

277. d

1. Detail will not necessarily add to totals because of rounding.
2. Since the usual source materials on corporate profits are not yet available for the fourth

quarter, tentative and preliminary estimates of profits in that period, based upon the past
relationship of corporate profits and inventory valuation adjustment to private nonfarm
gross national product, are utilized above.

3. Not available.
4. Includes noncorporate inventory valuation adjustment.

Source: U. S. Department of Commerce, Office of Business Economics.
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reflected the substantial drop in foreign demand in tbe face
of an unusually large crop—the second highest on record.
Drought conditions during the year which affected the supply
of animal feeds were also an important factor. This situa-
tion caused some acceleration in livestock marketings, plac-
ing downward pressure on livestock prices.

Distributive Shares of National Income

In substantial degree, the sizable shifts that occurred in
the distributive-share composition of the national income
last year counterbalanced the equally irregular changes that
had occurred the year before. Over the two-year period,
therefore, the general pattern of relative change in the dis-
tributive shares is evened out very considerably. This
accords roughly with the finding in connection with the in-
dustrial shifts and, indeed, was largely a function of them.

Share movements divergent

Corporate earnings and farm proprietors' income, after
registering increases substantially above the private-industry
average in 1951, showed moderate absolute declines last year.
Nonfarm proprietors' income, net interest, and rental income
made relatively small gains in 1951 but moved well above the
average in 1952. Finally, the advance in employee compen-
sation in private industry equalled the overall rate in 1951
but exceeded it last year.

As a consequence of these offsetting relative movements,
the percentage increases from 1950 to 1952 in the income
shares originating in the private economy—-with, the excep-
tion of farm proprietors' income, as noted above—ranged
from 17 to 20}£ percent. This spread compares with varia-
.ions of 10-11 percentage points in the separate 1950-51 and
1951-52 relative changes.

In addition to the rise in private industry, total employee
compensation reflected sharp advances in Government mili-
tary and civilian payrolls. As indicated, these advances
were much smaller last year than in 1951.

Further rise in private payrolls
Private payrolls in 1952, at $149 billion, were about $8

billion higher than in 1951. The preponderant share of the
increase reflected higher average hourly earnings, with
changes in employment and in the average workweek ac-
counting for only a fractional part.

Table 4 provides a comprehensive summary for the past
two years of payrolls, employment, and average annual earn-
ings by major industrial divisions. A feature of the data is
the general pervasiveness of the increases in average annual
earnings per full-time employee, together with the com-
paratively narrow range of variation around the overall 5
percent rise. Also revealed is the high level of employment
in the recent period.

Within the manufacturing division, the durable-goods in-
dustries continued, as in 1951, to account for a more-than-
proportionate share of the total payroll expansion. How-
ever, the differential over the increase in the nondurable^
group was considerably smaller than in the preceding year—
reflecting among other factors the pickup of activity in the
nondurable lines in the second half of 1952.

Private payrolls, in general, moved ahead in the latter
part of last year. This acceleration stands out prominently
against the slight increases registered in the preceding several
quarters. In the main, it can be traced to the heavy manu-
facturing industries where, following the interruptions to
output caused by the lack of steel, there was a strong come-
back reflected in increased employment, higher hourly wage

238593°—53 2

rates, and a step-up in overtime work. This was augmented
by some pickup in consumer durable and nondurable manu-
facturing lines that had been lagging.

Mixed trends in proprietors' incomes
The advance in total proprietors' and rental income from

$50K billion in 1951 to $52^ billion last year encompassed
sharp divergencies in the movement of major components.
Earnings of farm proprietors declined moderately, primarily
because of the fall in farm prices noted earlier. Nonfarm
business and professional proprietors' income at $28 billion
was 5 percent larger than in 1951. Following a moderate
rise in the first quarter of 1952, the income flow of this group
was fairly steady until the final quarter, when it moved up
with the expanded volume of trade. Rental income of per-
sons, reflecting the steady rise in rental rates throughout the

Table 4.—Employment, Payrolls, and Average Annual Earnings by
Major Industrial Divisions, 1951 and 1952 !

Item

All industries, total

Agriculture, forestry, and fish-
eries .. ... _ _ _ _ _ _ _ ._

Mining
Contract construction _ __ __

Manufacturing- _ _ _ _ _ _ _ _
Wholesale and retail trade
Finance, insurance, and real

estate

Transportation
Communications and public

utilities
Services

Government 3

Addendum: all private indus-
tries

Number of full-
time equivalent

employees 2

Data in
thousands

1951

52, 237

2,205
917

2,627

16, 142
9,214

1,748

2,784

1,306
6,084

9,210

43, 027

1952

52, 948

2,141
872

2,603

16, 198
9,344

1,820

2,760

1,346
5,963

9,901

43, 047

Wages and
salaries

Millions of
dollars

1951

169, 906

3,284
3,581
9,784

58, 287
30, 021

6,053

11,259

4, 643
14, 247

28, 747

141, 159

1952

181, 270

3,349
3,571

10, 422

61,693
31,795

6,547

11,605

5,008
14, 804

32, 392

148, 878

Average annual earnings
per full-time employee

Dollars

1951

3,253

1,489
3,905
3,724

3,611
3,258

3,463

4,044

3,555
2,342

3,121

3,281

1952

3,424

1, 564
4,095
4,004

3,809
3,403

3,597

4,159

3,721
2,483

3,272

3,458

Per-
centage
change
1951-52

5.3

5.0
4.9
7.5

5.5
4.5

3.9

2.8

4.7
6.0

4.8

5.4

and salary earners and its equivalent in work performed by part-time workers, i ull-time
employment i? defined simply in terms of the number of hours which is customary at a par-
ticular time and place. For a full explanation of the concept, see SURVEY OF CURRENT
BUSINESS, June 1945, pp. 17-18.

3. Includes government enterprises and rest of the world.

Source: U. S. Department of Commerce, Office of Business Economics.

year, showed an advance which was of considerably above-
average proportion, though not large in absolute amount.

Corporate Profits

Corporate profits before taxes averaged $39}£ billion (sea-
sonally adjusted annual rate) in the first three quarters of
1952, as compared with $44 billion in the similar period of
1951. Necessary data are not yet available for a fourth-
quarter profits estimate; however, past relationships of
profits to value of production (see footnote to table 3)
indicate a substantial recovery in the final quarter of last
year. The nine months' comparison shows a decline in
seasonally adjusted profits before taxes of $4/£ billion;
fourth quarter results may lower the year's decline to ap-
proximately $3 billion.

After-tax profits were less by over $2 billion, at annual
rates, in the January through September period of 1952 than
in the same months of 1951. Fourth quarter results may
lower the annual decline to approximately $!}£ billion.
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Profit margins lower

The main factor in lower corporate profits in 1952 as com-
pared with 1951 was reduced profit margins (profits-to-sales
ratios). While corporate sales were slightly improved,
margins fell off substantially. The margin decline may, in
turn, be traced to the presence of inventory gains and losses
in reported profits. Inventory losses amounted to about
$% billion in 1952, as opposed to inventory gains of $1%
billion in 1951.

Elimination of these inventory gains and losses provides
a measure of profits earned in current production (the profits
component of national income). The relative stability of

•e
BILLIONS OF DOLLARS
60 r

INVENTORY GAINS V ^PROFITS BEFORE
:̂ £UX TAXES

40

20

(PROFITS BEFORE TAXES PLUS
INVENTORY VALUATION ADJUSTMENT)

INVENTORY
LOSSES

\"PROFITS AFTER
TAXES

1950 195! 1952
QUARTERLY TOTALS, SEASONALLY ADJUSTED, AT ANNUAL RATES

U. S. DEPARTMENT OF COMMERCE. OFFICE OF BUSINESS ECONOMICS

this measure—corporate profits and inventory valuation
adjustment—may be observed in the accompanying chart.
Profits earned in current production amounted to $40%
billion in 1952—only $1 billion lower than earnings in 1951.

Subsequent discussion of the industrial, pattern of recent
profit changes is based on data for the first three quarters of
1951 and 1952. While such comparison largely abstracts
from the effects of seasonal variation, the fourth quarter
profits recovery was largely concentrated in manufacturing.
Three quarters' results thus tend to overemphasize the im-
portance of manufacturing in the 1951-52 decline.

Profit changes by industry divergent

Total profits before taxes (unadjusted for seasonal varia-
tion) aggregated $29 billion in the first nine months of 1952,
almost $4 billion below earnings in the similar period of 1951.
Divergent movements characterized the profit experience of
the broad industry groups, as shown in table 5. Most note-

worthy was the experience of the large manufacturing sector
where profits fell almost $4 billion. Profit gains in th
transportation and communications groups approximate!;
offset declines in mining and "all other."

The sizable contraction in manufacturing profits (off one
fifth) stemmed almost entirely from lower margins, sale;
registering virtually no change. Experience in the mining
industries, where before-tax profits fell 15 percent, wa;
similar.

In the transportation industry, profits expanded 10 percen
owing to improved sales and wider margins. The rise was
centered in the railroad segment of the industry, where
freight rate increases became effective in the second quarter

Profits in the communications and other public utilities
group rose one-sixth from the first nine months of 1951 tc
the same period of last year. The two dominant industries
in the group—telephone and electric power—showed profil
increases of one-eighth and one-fifth, respectively. In the
telephone industry, the major factor in the rise was increased
sales. In electric power, expanded sales were bolstered by
widened profit margins.

Profit decline in manufacturing

Within the manufacturing sector, nearly all the 22 major
industry groups reported sizable reductions in profits for the
first nine months of last year. Only two—transportation
equipment and printing and publishing—registered improve-
ment. The impact of the steel strike was particularly
evident in the 50 percent drop in profits of firms in primary
iron and steel.

In the 1952 period, profit margins were lower in all of
the manufacturing groups. Inventory losses in place of

Table 5.-—Corporate Profits Before Tax, by Major Industries,
Quarterly

[Millions of dollars]

All industries, total

Mining

Manufacturing
Durable-goods industries ...
Non-durable-goods in dus-

trios

Transportat ion

Communications and public
utilities

All other industries _ _

I

11,862

396

7 358
3,992

3, 366

308

679

3,001

19

II

10, 932

401

7, 005
3, 919

3,086

460

600

2, 460

51

III

9,981

377

5,954
3, 146

2,808

468

559

2, 623

IV

10, 099

426

6,061
3,483

2,578

614

678

2,320

I

9,988

381

5,806
3,258

2,548

398

802

2,601

1952

II

9,578

300

5, 470
3,123

2,347

419

697

2,692

III

9,546

321

5,200
2, 621

2 579

607

652

2, 766

Source: U. S. Department of Commerce, Office of Business Economics.

1951 gains undoubtedly were important in this pattern of
reduced margins, although such inventory data are not yet
available on an individual industry basis.

The conventional grouping of manufacturing data by dur-
able goods and nondurable goods industries does not reveal
a differential pattern with respect to 1951-52 movements of
sales, margins, and profits before taxes. This was also true
of profits and margins in a defcnse-nondefense classification
of manufacturing industries. There was, however, a distinct
tendency for defense industries to show better-than-average
sales performance notwithstanding the widely divergent ex-
perience of individual groups making up this classification.
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Price Developments in 1952

.HE year 1952 was one of expanding output with
relatively stable prices. Average prices of final products
increased about 2 percent during the year, though prices in
the more volatile wholesale markets were lowered—dropping
3 percent.

Prices of farm products moved erratically but generally
downward; at the year end the}7 were 10 percent lower than at
the beginning of the year. For 1952 as a whole the index of
average farm prices, while below the 1951 peak, was about
equal to the previous high in 1948. The 1952 decline in
farm prices was accompanied by a drop of nearly 6 percent
in wholesale prices of processed foods. Industrial whole-
sale prices, on the other hand, were relatively stable with
the total reduction during the year amounting to less than
V/2 percent.

Relatively moderate movements also characterized many
groups and items. However, prices of some important
industrial commodity groups declined substantially while a
few others increased moderately.

Divergent price trends

Wholesale prices of rubber products, hides, skins and
leather products, textiles and apparel, and of chemicals
decreased by at least 5 percent during 1952. In these cases
increased production and supplies were important factors.
For example, total domestic production of rubber and imports
in 1952 was somewhat above 1951; production of shoes was
higher; and output of chemicals was up moderately.

Wholesale Prices declined
during 1952 although
prices of important groups
were fairly stable ...

with all but two
groups below post-
Korean peaks * . .

and all groups
above immediate
pre-Korean levels

-15

PERCENT CHANGE,
DEC. 1951 TO DEC. 1952
-10 -5 0 +5

I I
• ALL COMMODITIES

FARM PRODUCTS

PROCESSED FOODS

INDUSTRIAL COMMODITIES

RUBBER a
PRODUCTS

HIDES, SKINS, a
LEATHER PRODUCTS

TEXTILE PRODUCTS
a APPAREL

CHEMICALS a
ALLIED PRODUCTS

PULP, PAPER, a
ALLIED PRODUCTS

LUMBER a WOOD
PRODUCTS

FURNITURE a OTHER
HOUSEHOLD DURABLES

FUEL, POWER, a
LIGHTING MATERIAL

MACHINERY a
MOTIVE PRODUCTS

METALS a
METAL PRODUCTS

NONMETALLIC MINERALS,
STRUCTURAL

TOBACCO MFRS. a
BOTTLED BEVERAGES

I I

I I

PERCENT CHANGE,
PEAK MONTH TO DEC. 1952

-20 -15 -10 -5
I I T~~

PERCENT CHANGE,
2ND QTR. 1950 TO DEC. 1952

0 +5 +10 -H5 +20
I I 1
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Prices of a few major groups of items continued upward
throughout the year although the increments were moderate.
These movements reflected, in the main, cost increases. In
the case of steel higher prices were allowed with the increase
in wage rates. In other cases upward adjustments in ceil-
ings were granted by the Office of Price Stabilization on the
basis of regulations allowing relief where costs were rising.
Wage rates were generally higher in 1952, although the
increases were smaller than from 1950 to 1951. In durable
goods manufacturing, for example, gross average hourly
earnings, excluding overtime (which is roughly a measure of
basic wage rates), in 1952 were more than 5 percent above
1951; in nondurable goods manufacturing they averaged 4
percent higher.

At the end of 1952 prices of many major groups of items,
particularly those related directly or indirectly to defense,
were fairly close to peak levels. A number of important
groups, however, were substantially below their former
highs. Prices of all major groups of items were still
significantly above mid-year 1950, although there was a
wide dispersion in the relative positions.

The easing of price pressures during most of 1951 and con-
tinuing in 1952 mirrored a number of basic developments in

the economy. As indicated in the previous section, tota
private output increased by 2 percent from 1951 to 1952 witl
the movement being sharply upward in the last quarter o:
the year. This permitted an increased flow of goods tc
markets which was sufficient to meet the demands stemming
from the major economic sectors. Furthermore, these
demands, while continuing to advance, had become less
volatile during most of 1952, except for the temporary
dislocations due to the steel strike.

With output expanding more rapidly than demand, the
materials situation had eased perceptibly for most com-
modities. Allotments of controlled materials to consuming
industries were increased and some production and dis-
tribution controls were removed or relaxed. Furthermore
as the aftermath of the two buying waves following the
outbreak of war in Korea, consumer demand for many items
had eased off in 1951 and much of 1952. This resulted ill
more intensive competition in both retail and wholesale
markets. The small increase in the consumers' price index
was due to the lagging or slower-moving components—rents3
electricity, and many of the other services. The consume!
price index in 1952 averaged 113.5 (1947-49=100), repre-
senting an increase of about 2 percent over 1951.

Industrial Production

J.OTAL industrial production was high throughout
1952—although retarded at times by major work stoppages.
For some industries, output tended upward throughout the
year to new peaks. For a larger group, however, production
in the first half continued a decline which had begun in
1951 but subsequently recovered rapidly. December out-
put in these industries was appreciably above the first
half rate and in some cases close to earlier highs.

A characteristic of the production pattern in the second
half was one of increasing uniformity with the output curve
of most industries moving upward. This pattern contrasts
with 1951 when most of the nondefense industries were
moving down or levelling off at reduced rates.

The rise in total output in the last half of 1952 reflected
in part the effort on the part of industry to recoup the loss
in production associated with the steel mill shutdown, and
to meet the advance in consumer spending. The flow of
goods to consumers was somewhat higher than in 1951 with
increases in nondurables offsetting some declines in hard
goods lines.

Production of direct defense materiel showed some further
rise during the year. The rate of increase from quarter to
quarter was considerably smaller than in 1951 when the
defense build-up was rapidly accelerating. For the year,
direct defense production accounted for about 15 percent of
total industrial production.

Most materials other than the CMP metals were in
improved supply relative to demand. Steel supplies were
influenced by the erratic movement of production. Finished
steel in the last half of the year was especially stringent and
restricted the rate of operations in the metal fabricating
industries during much of this period. Total supplies of
copper and aluminum increased moderately during the year

although with the military take higher the quantity available
for nondefense production was lower than in 1951.

Controls relaxed on other materials

With the supply of most other materials rising and with
the pressure of requirements lessened for most programs,
many materials and products originally placed under pro-
duction, distribution, and inventory controls were freed
during the year.

During the year, considerable progress was made in the
program for expanding the Nation's basic facilities and this
was a major factor in the supply of many materials.
Especially noteworthy were the substantial increases in
capacity for producing steel, aluminum, and many chemical
products widely used in defense production.

Consumption of materials in defense and related industries
was substantially higher in 1952 than in 1951. Allotments of
materials for these industries approximated one-fourth of the
reduced steel supply, more than two-fifths of the aluminum,
and nearly one-third of the copper as against considerably
smaller proportions in 1951.

In 1953, the increase in the military take will be most
significant in copper, though some particular types of metal-
based materials will be difficult to secure. The quantities
available for nondefense production for the year as a whole
are expected to be substantially higher on the basis of pres-
ently programmed munitions schedules, except for copper.

Last year, direct allocations of CMP materials for civilian-
type products averaged around 50 percent of consumption
in the pre-Kprean base period (quarterly average, first half,
1950). During the year, however, supplemental allotments
of materials were issued so that output of many household
durables was above the allocated rate of materials. More-
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Output of most industries expanded after mid-1952
Many industries, particularly defense and related, were consistently above the preceding year ,

INDEX, 1st HALF 1950=100
400

300

200

100

TRANSPORTATION
EQUIPMENT,
EXCEPT MOTOR
VEHICLES

1952,

INDEX, 1st HALF 1950 = 100
175

MACHINERY, EXGL.
HOUSEHOLD APPLI-
ANCES

150

125

100

THOUSAND SHORT TONS
260

240

220

200

ALUMINUM,
PRIMARY

THOUSAND SHORT TONS
60

40

20

MAGNESIUM,
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1952

MILLION POUNDS
100

80

60

40

MAN-MADE
FIBERS OTHER
THAN RAYON

1952

while others sharply reversed the declining trend which began in 1951
MILLIONS
3

PASSENGER
AUTOMOBILES

1951

1952
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3
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SETS
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100
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I I I
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8

MEN'S SUITS

1951

1952

I I 1
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1951
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. S. DEPARTMENT OF COMMERCE. OFFICE OF BUSINESS ECONOMICS
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over, use of existing inventories, conservation and substitu-
tion of materials, and adjustments in base period for growth
products also contributed to the higher rate of production.

Although there was some decline in the overall production
of raw materials due largely to the loss associated with the
steel shutdown, total consumption was about as high as in
1951 as many manufacturers in the metal-working industries
cut into their stocks of steel to maintain plant operations.
In some industries, consumption was somewhat lower than
in 1951 not because of supply limitations but because of a
slackening in the early part of 1952 in consumer demand for
specific products.

Following settlement of the steel dispute late in July, the
industry recovered rapidly, with output in the October-
December period reaching a new peak of 28.9 million tons of
steel ingots and castings, an annual rate of close to 116
million tons. For the year as a whole, however, production
aggregated 93.1 million tons, about 11 percent below that of
1951.

Supplies of nonferrous metals expanded during the year
with moderate increases in domestic production and sub-
stantially higher imports. Producers generally maintained
operations close to capacity rates. Reflecting the addition
of new producing facilities, domestic production of aluminum
increased more than 10 percent, despite the power loss from
severe droughts in the Pacific Northwest and the Tennessee
Valley in most of the latter half of 1952 which cost perhaps
50,000 tons of output. Domestic mine production of copper,

lead, and zinc was little changed from 1951 to 1952. Overall
supplies increased moderately for copper and zinc while lead
supplies nearly doubled as shipments from foreign markets
increased more than two-fold.

Outside the metals group, production of materials kept
pace with actual demand which in some cases fell below 1951.
Increased production was reported for such important basic
materials as crude petroleum, industrial chemicals, and cement
while decreases were noted for textile fibers, paperboard, and
most building products.

Strong upswing after midyear

The strong upswing in manufacturing output which began
in midsummer continued through the closing months of the
year with both the durable and nondurable goods partici-
pating in the advance. For the year as a whole, manufac-
turing production was a little above 1951.

The upward movement in the output of transportation
equipment—largely representing long-term contract work on
aircraft and ships—and electrical (including radios and tele-
vision sets) and nonelectrical machinery can be seen in the
chart. The indexes used in the chart for these industries
represent activity as measured by the Federal Reserve index
of industrial production with rough adjustments made to
eliminate the output of motor vehicles and major household
equipment lines.
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The stepped-up output of planes in 1952 boosted the
number of production workers in aircraft plants to over
484,000, an increase of more than one-fifth during the year.
A similar increase in employment occurred in shipbuilding
and repair yards.

Output of machinery increased further in 1952. The
moderate gain as compared with the advance in 1951 reflects
the smaller year-to-year rise in business outlays for capital
equipment. The machine tool industry—a key segment in
the machinery group turning out defense and producers'
equipment—expanded its sales by four-fifths. The high
level of shipments during the year permitted the industry to
reduce its backlogs from 19 months' to 10 months' shipments
at current rates of delivery. New orders were off more than
one-third from the very high volume of 1951, reflecting the
fact that certain Government and business programs were
reaching a peak.

Upturn in consumer durable goods output
Production of consumer durable goods was steady through

the first half of 1952, dipped in July and August and then
moved up in the fall months to reach a year-end rate about
one-third higher than in the first half of 1952. For the year
as a whole, however, output, as measured by the Federal
Reserve index for major consumer durable goods, was 12
percent lower on the average than in 1951 and nearly one-
third below the peak volume of 1950.

Changes in production of 10 representative consumer
durable goods from 1951 and from 1950, which was generally
the postwar peak year in this area, are shown in the accom-
panying table:

Percent change in production of selected consumer durables

Passenger cars
Refrigerators, electric-
Washing machines
Vacuum cleaners

Freezers, farm and home
Dryers, clothes
Air-conditioning units, room_
Water heaters, electric
Radios
Television sets

1950 to 195S
(percent}
-35.2
-42. 0
-26.2
-19.5

28.0
91.2
26. 5

— 27. 3
-33.4
— 18. 3

1951 to 195$
(percent)

-19. 1
-12.4
-6. 1

4. 1

8. 6
24. 0
15.2

-14.8
-21. 1

13.2

Restrictions on the use of materials was a contributing
factor for the drop in passenger cars, whereas a reduction in
consumer demand was the more important force behind the
decline in other lines.

The automobile industry operated on a restricted basis
throughout the year because of NPA limitation orders on
the use of metals. The production performance varied
somewhat from the quarterly pattern set by NPA but for
the year as a whole, total assemblies were in line with%
permissible production.

During the July-September period, when the full effects
of the steel shutdown were felt, passenger car completions
totalled 825,000 units. In the fourth quarter, the industry,
aided by a better supply of steel, rolled out nearly 1.3
million units—an annual rate of 5.2 million. This was the
highest rate since the second quarter of 1951, a period when
controls on production were not in effect. Last year's
output of motor vehicles totalled 5.5 million, including 4.3
million passenger cars and 1.2 million trucks. Total pro-
duction was about 1.2 million under 1951.

In the household appliance group, the production gains
were in the relatively newer lines, such as freezers, dryers,
and air-conditioning units, which have shown a strong up-
ward growth trend in the postwar years. Increases in output
were also shown for vacuum cleaners and television sets but
most other lines declined. Output of major appliances near
the year end, though up 15 percent from the first quarter,
was still about one-fifth below earlier peaks.

It should be pointed out that many manufacturers of con-
sumer durable goods are also engaged in the production of
defense and related products and that therefore civilian goods
output as measured by the number of automobiles, refriger-
ators, television sets and other products produced does not
reflect total activity in these industries. Deliveries to the
Armed Forces have been increasing steadily in the past two
years and now constitute an important part of the total out-
put of many industries. In the case of the auto industry,
for example, shipments against military and other rated
orders in 1952 accounted for roughly one-fifth of total shipjft
ments and in the case of the radio and television industry the
proportion was substantially higher.

Nondurables also turn up

Production of nondurable goods in the final quarter was at
a high rate with some groups attaining new peaks while
others recovered sharply from the rates earlier in the year.

Increases in production over 1951 for the year as a whole
occurred in clothing, leather and shoes, tobacco, industrial
chemicals, refined petroleum, and rubber products. In other
lines producing finished goods, such as food and publishing,
output was generally stable.

Agricultural Production and Income

_F ARM output reached a new high in 1952, marking the
second consecutive advance above the production plateau
maintained from the latter part of the war period through
1950. Gross farm income was about the same as in 1951,
and appreciably higher than in any earlier year, but expenses
of production rose, bringing a moderate decline in net farm
income, as shown in the accompanying chart.

The net income of farm proprietors of about $15 billiot
was more than 10 percent below the 1948 peak. Since
national income has been rising in the past few years the pro-
portion of farm income to total income has declined sub-
stantially. In the first few postwar years, farm proprietors'
income was somewhat higher than 7 percent of total national
income, the 1935-39 average proportion, but it has now re-
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ceded to 5 percent. If account is taken of the reduction in
the number of farms, however, and the increase in total
United States employment, the farm income position appears
more favorable. Income per farm operator has risen some-
what more than national income per employed worker from
the prewar period, although it is now less favorable than
during the war and most of the postwar period.

Decline in prices after midyear

The year as a whole was one of strong demand for farm
products though exports were substantially below 1951.
Increased domestic output in 1952 and a higher volume of
farm marketings than in 1951 were accompanied by roughly
proportional declines in average prices received. During

• Gross farm income in 1952 was
about the same as in 1951

* Net income was pared by rising costs
BILLIONS OF DOLLARS
50

40 -

GROSS FARM INCOME
PLUS INVENTORIES

10 -

1945 1946 1947 1948 1949 i960 1951 1952
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the latter part of 1952, however, a substantial decline oc-
curred in farm prices.

The major influences leading to lower farm prices were an
increase in United States supplies—somewhat greater than
had been anticipated—and a curtailment in foreign demand.
No weakening appeared in the strong tide of consumer de-
mand for products from the farm. This is particularly true
of foods, which form the great bulk of the final demand for
farm products. Retail food store sales advanced in each of
the first three quarters of 1952, on a seasonally adjusted
basis, and held steady in the fourth quarter at a rate about
5 percent higher than a year earlier. There has been some
increase in the portion of the food dollar absorbed by market-
ing agencies, however, and a corresponding decline in the
portion received by farmers.

Record livestock marketings

Increases in both crop and livestock production con-
tributed to the record farm output in 1952. Crop produc-
tion in the past few years has been considerably higher than

during the war period. In 1952, it was second only to the
1948 high and appreciably above that of any other year.

Livestock output has followed a considerably different
pattern. It rose to a high point during the war, and then
declined in the immediate postwar years, reaching a low
point in 1948. Since that time marketings have expanded
steadily, and by 1952 exceeded the wartime peak. Cattle
herds have been built up for several years. Some slackening
in the expansion of herds in 1952 w^as accompanied by in-
creased marketings, and prospects are for another rise in
1953.

Meanwhile, hog production which had been expanding for
a few years prior to 1952 was curtailed during the year. The
pig crop was 10 percent lower in 1952 than a year earlier and
the smallest since 1948. Farmers report a further intended
cut of 13 percent from a year earlier in the number of sows
to farrow in the spring of 1953. These successive cuts in
pig production reflect a corn-hog ratio that has been less
favorable than the long-time average.

Dairy production in 1952 was about the same as in other
recent years. In the final quarter of the year, production
began to exceed the comparable months in 1951, and there
was some weakening in the strong trend which had prevailed
in dairy prices. Support purchases of manufactured dairy
products became important and import restrictions were
tightened.

Poultry and egg production rose substantially in 1952. A
strong secular uptrend brought production to a point twice
as high as the 1935-39 average, though there w^as evidence
at the year-end that there would be a tapering off in egg
production a few months hence.

Bumper harvests

Crop production in 1952 was not only large but larger-
than-expected as splendid harvesting weather contributed a
final boost to yields of a number of major crops. The

Table 6.—Index Numbers of Volume of Production for Sale and

Home Consumption

[1947-49=100]

Item

Livestock products:
A^eat 8.11] HI Ills
Dairv products _ __
Poultry and eggs

All livestock
Crops:

Food grains
Feed crops
Cotton (lint and seed)
Truck crops__ _

Other vegetables
Tobacco _ _ _ _ _ _ _
Fruits and tree nuts _ _ _ _
Oil-bearing crops
Sugar crops . _

All crops

Food production
Nonfood production

All commodities

1945

107
104
106

107

87
86
62

100

96
99
94
87
98

86

102
81

98

1946

105
103
101

104

91
101
60

107

112
114
110
83

106

94

103
87

100

1947

104
102
98

102

108
76
82
98

94
104
104
90

113

94

102
84

99

1948

96
98
96

97

103
119
104
100

108
98
95

110
92

105

98
110

100

1949

99
100
106

101

88
106
113
101

99
98

100
100
94

101

100
106

101

1950

100
100
112

103

82
102
70

103

100
101
104
118
117

94

101
93

99

1951

104
99

120

107

81
92

106
112

78
115
105
107
93

97

102
103

102

19521

108
99

125

110

106
99

105
108

79
109
100
104
94

101

107
104

106

1. Production estimates are based on crop estimates as of December 1 and estimated mar-
ketings and home consumption of livestock and livestock products.

Source: U. S. Department of Agriculture, Bureau of Agricultural Economics.

composite yield index was 10 percent higher than the average
for the past ten years and was exceeded only in 1948. The
total acreage of crops grown was smaller than in most other
recent years, though the acreage harvested was greater than
in the preceding season because of smaller crop losses.
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There were bumper harvests of the principal crops—cotton,
corn, and wheat. In fact, outturns were generally good for
most crops. The principal exceptions were some of the crops
which are widely grown in the drought areas. These include
such feed crops as grain sorghum, silage and forage. As a
consequence, despite high national production of grain and
hay there were shortages of feed over an extensive area which
led to some accelerated marketing of livestock in the fall of
the year.

For the country as a whole, the supply of concentrate feeds
in the fall of 1952 was about as large as a year earlier, and
in view of the reduction in hog production, the supply per
animal unit was a little larger. The hay supply was 3 percent
smaller than a year earlier. As the number of cattle con-
tinued to increase, the supply of hay in relation to the
livestock to be fed declined below the average for the post-
war years. Though the hay supply remained adequate on a
national basis, subnormal pastures and ranges throughout a
large area required heavy in-shipments for supplemental
feeding.

Food grain production was about one-third higher in 1952
than in the two preceding years and 6 percent above the
1947-49 average. The seeding of the winter wheat crop in
the fall of 1952 for harvest in the summer of 1953 took place
under drought conditions, and prospects continued poor
during the early winter months.

The potato crop was unusually small for the second year

in a row, and 16 percent below the 1947-49 average. Markets
were only scantily supplied through much of the }^ear anc
prices were abnormally high. At the year-end prices re-
ceived by farmers for potatoes were higher than in Decembei
1951, and 16 percent above parity.

A cotton crop of 15 million bales was harvested in 1952
about the same as in 1951.

Exports decline as supplies increase

Agricultural exports in 1952 were valued at $3.4 billion
as compared with $4 billion in 1951. During the earlj
months of 1952, farm exports ran ahead of a year earlier, but
declined substantially in the latter part of the year at the
same time that the principal crops were being harvested and
beginning to move to market. Prices of a number of prin-
cipal farm products declined to support levels, and a large
volume was placed under loan or purchased by the Com-
modity Credit Corporation. At the year-end, CCC had
invested $1.4 billion in support of 1952 crops as compared
with $835 million for the preceding crop at the same date a
year earlier.

Over one-half of this total represented price support for
wheat. New loans made on cotton and corn were expanding
at the year-end. In the perishable commodity group, butter
was being purchased by the CCC for price support at the rate
of 1 million pounds per day.

Domestic Trade
lETAIL trade activity in 1952 was characterized by an

upward trend that increased appreciably in strength at the
year's end. This marked a continuation of the improvement
in sales position which had begun in mid-1951 following a
downward shift early in that year. In the fourth quarter
of 1952, sales reached a seasonally adjusted annual rate of
$170 billion—exceeding by 8 percent the dollar total for the
corresponding quarter of 1951.

Total sales of all retail stores for 1952 at $164 billion were
4 percent larger than the previous year total. Part of this
represented higher average prices so that the change in
physical volume was relatively small. Retail sales rose only
slightly less from 1951 to 1952 than did disposable personal
income, and again accounted for about 70 percent of con-
sumers' after-tax income.

On the whole, chain store sales advanced slightly more
from 1951 to 1952 than did those of independent retailers.
By lines chains increased somewhat their share of total sales
in the grocery and department store sectors, while the apparel
chain proportion declined moderately. There were no appre-
ciable differences between the trends of chain and inde-
pendent stores in other major kinds of business.

Largest advance in nondurables

The retail trade pattern in 1952 varied considerably
among major groups of retail stores, an el more widely in indi-
vidual commodities. Sales of the nondurable goods group
rose 5 percent for the year as a whole with its major compo-
nents recording small upward movements throughout 1952,
after allowance for seasonal factors. The durable goods total
which increased slightly from 1951 to 1952, again showed
substantial fluctuations within the year as they had in the
preceding year. The swings were partly due to the cessation
of consumer credit controls in May and, more importantly,
to the steel shutdown and the resultant decline around mid-

year in the supply of some major consumer durable goods,
notably automobiles.

Food store sales continue growth

Expenditures for food continued the steady advance which
had characterized the previous year, rising in total about 6
percent for the year (see upper panel of chart). Food
prices again averaged higher but the physical volume of
food moving through retail channels was also up. Food
stores were one of the few retail groups receiving an increased
share of the consumer dollar in 1952.

Sales of most other nondurable goods groups also showed
moderate increases. In a number of lines of trade, notably
general merchandise, apparel, and drug stores, the pick-up
in the last quarter was above that shown in the earlier quarters.

Durables recover at year's end
Total sales at durable goods stores did not show the regu

larity of movement which occurred in the nondurable sector.
This was importantly influenced by the pattern of sales
activity exhibited by motor-vehicle dealers as automotive
sales account for about half of all sales of durable goods.

With production of automobiles restricted to some extent
in 1951 by materials shortages, sales in the automotive
group had declined steadily from the high point in the first
quarter of 1951 through early 1952. In the second quarter
of last year, sales increased by almost one-sixth as automo-
bile production rose and consumer credit controls were
removed.

The movement was reversed, however, in the third quar-
ter as steel shortages led to a decline in automobile output.
In the fourth quarter, after the resumption of steel produc-
tion, auto firms went rapidly into full production with the
result that sales mr.de their best showing for the year.
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In most other durable-goods categories, after a rise in the
first quarter, sales were stabilized although some strength
developed in the late months of the year. Relative to 1951,
homefurnishiiigs and jewelry stores registered the largest
sales increases last year, while hardware was the only major
trade category to decline.

Retail Sales rose in 1952 to reach
new high at year end

INDEX, 1951 = 100
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While the effect of the removal of credit controls seemed
evident in the case of automobiles its impact on other lines
was less apparent. In department stores, sales of certain
durables such as television and other major home appliances
rose appreciably in the second quarter although in the latter
part of the year they were below year-ago rates.

Television sales were influenced also by the removal of
the freeze on transmitting-station construction by the
Federal Communications Commission which led to the
actual operation of about 21 new television broadcasting
stations during the ye&r. Since the middle of 1952, 165 new

238593°—53 3

stations have been authorized, and construction of many of
them is now under way.

Wholesale Trade

Wholesale sales in 1952 were slightly below those of 1951
in dollars and with wholesale commodity prices lower, the
physical volume was moderately higher than in the previous
year. Sales were generally stable during the first eight
months of 1952, and then showed renewed strength during
the remainder of last year. In the fourth quarter, sales were
close to record rates.

The dollar decline in wholesalers' sales in 1952 was
entirely attributable to the 5 percent drop in durable goods.
Sales of most durable goods lines improved during the year
but few had returned to the very high rates recorded in early
1951. Every major trade in this group had lower sales in
1952 than in 1951. By year's end all except the machinery
and metals group had moved above year-earlier totals.

The effect of the steel strike was evident principally in
lowered sales of automotive products in mid-1952. Sales
of metals wholesalers were fairly well maintained during this
period by drawing down warehouse stocks.

Sales of nondurable goods wholesalers during 1952 were
slightly higher than in 1951. The year-to-year gain was
entirely due to sales increases of about 5 percent each in
foods, drugs and sundries, tobacco, and beers, wines and
liquors. Apparel and dry goods sales in 1952 were under
the previous year, but this decline reflected lower prices.
Sales of paper products also were off from 1951.

Table 7.—Sales of Retail Stores by Kinds of Business, 1951-52

[Millions of dollars]

All retail stores 1

Durable goods stores *_

Automotive group
Motor vehicle, other automo-

tive dealers
Tire, battery, accessory dealers 2-

Furniture and appliance group
Furniture, homefurnishings

stores _ _ -
Household appliance, radio

stores 2 _ _ _

Jewelry stores 2

Lumber, building, hardware group.
Lumber, building materials

dealers - - _ -
Hardware stores 2

Nondurable goods stores l _ _ _ _ _ _

Apparel group
Men's and boys' wear stores
Women's apparel, accessory

stores
Family and other apparel

stores 2

Shoe stores

Drug and proprietary stores
Eating and drinking places
Food group !

Grocery stores. _
Gasoline service stations

General merchandise group
Department stores, excl. mail

order _ _
Mail order (catalog sales)
Variety stores _ _ _ _
Other general merchandise

stores _ _ _
Liquor stores _ - _

1951

158,223

54, 479

28, 156

26, 282
1,874
8,604

5,095

3,509

1,351
10, 208

7,470
2,738

103, 744

10, 209
2,461

4,049

2,015
1, 684

4,547
12, 207
37, 626
30, 346
9,151

18, 202

10, 095
1,309
2,859

3.939
2^975

1952

163,983

55, 164

28, 303

26, 352
1, 951
8,938

5,273

3,665

1,398
10, 158

7,534
2,624

108,819

10, 709
2,550

4,224

2,225
1,710

4,723
12, 688
39, 776
32, 265
9,959

18, 678

10, 262
1,343
2,987

4,086
3,173

1952 quarters seasonally adjusted

I

39,581

13, 290

6,546

6,054
492

2,200

1,290

910

353
2,561

1,886
675

26, 290

2,530
596

1,016

518
400

1,175
3,133
9,604
7,762
2,392

4,465

2,446
318
718

983
741

II | III

41, 186

14,315

7,546

7,060
486

2,180

1,294

885

356
2,562

1,898
664

26,872

2,613
587

1,045

566
414

1,163
3,163
9, 868
8,005
2,434

4,595

2,531
330
750

985
801

40, 549

13,203

6,478

5.989
488

2,214

1,299

915

363
2,560

1, 916
644

27, 346

2,629
622

1,051

537
419

1,167
3,183

10, 146
8,237
2,520

4,641

2,551
339
758

993
803

IV

42, 512

14,419

7,783

7,299
484

2, 326

1,380

946

353
2,480

1, 832
648

28, 092

2,848
702

1,096

582
468

1,212
3, 203

10, 159
8, 262
2, 603

4,880

2,681
350
754

1,094
813

1. Sales of other durable goods stores, other food stores, and other nondurable good.s stores
are not shown separately but are included in the totals.

2. Estimates for these groups have a significantly higher sampling variability than the
remaining groups.

Source: U. S. Department of Commerce, Office of Business Economics and Bureau of
the Census.
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Domestic Business Investment

I,INVESTMENT during 1952 by private nonagricultural
business declined about $5 billion from 1951, with moderate
increases in the acquisition of plant and of equipment only
partly offsetting a reduction in the rate of inventory accum-
ulation. Farmers invested less in both inventories and fixed
assets, the combined reduction amounting to $1 billion,
while expenditures for residential and institutional con-
struction were little changed from 1951.

Movements in investment in 1952 reflected the changing
requirements of a more advanced defense program, private
demand which was rising during the year, and the mid-year
steel stoppage. The net results of these factors can be seen
in the charts.

Both trade and manufacturing inventories showed moder-
ate accumulation for the year as a whole. Within the year,
developments on the supply side, particularly those arising
from the steel shutdown, obscured the gradual rise in the
aggregate demand for inventories as requirements for civilian
holdings rose while the need to add further to stocks to sup-
port defense production was dwindling. Total inventory
holdings at the end of 1952 appeared well balanced and about
in line with the current sales and order position. The rate
of increase in durable goods inventories in the fourth quarter,
however, was subject to a temporary special stimulus as an
aftermath of the steel strike.

Capital outlays in 1952 reached a new high, although the
total rise was small in comparison with the sharp advance
earlier in the post-Korean period. Fourth quarter expendi-
tures were the largest of the year. Businessmen have indi-
cated in a special survey that they expect in 1953 to continue
last year's rates of plant and equipment investment.

A comparison of fixed investment by industries shows many
industries with lower outlays in 1952 than in 1951, despite
the increase in the all-industry total. In recent quarters,
however, downward movements have been checked or re-
versed in most of these industries, with transportation as the
outstanding exception.

Plant and Equipment Expenditures

Expansion of productive facilities in 1952 continued at a
high rate. Business expenditures for new plant and equip-
ment totaled $27 billion, or 2 percent above 1951. After
allowance for the moderate rise in capital goods prices, the
two years were about equal in the physical volume of fixed
asset acquisition.

The high point in capital goods expenditures was reached
in the final quarter of 1952 with a seasonally adjusted annual
rate of over $28 billion. This compares with almost $27.5
billion in each of the first two quarters, and less than $26
billion in the third quarter when installations were delayed
by the steel strike.

Government aids through rapid tax amortization and other
defense programs in 1952 continued to provide a stimulus to
capital goods demand. The value put in place on projects
with certificates of necessity was some $3 billion higher than
in 1951, as compared with less than a billion dollar rise in

total capital spending, and probably reached its peak in 1952.
As the year progressed, however, program increases in non-

defense sectors became evident. These were associated both
with an improved consumer market and profits outlook, and
with an easing, except for the temporary influence of the
steel shutdowns, in the supply of materials.

Industrial patterns

Manufacturing, communications, and electric power were
the only major industries to increase their rate of capital
goods investment from 1951 to 1952. Capital outlays by

Plant and Equipment Expenditures
^ Changes in investment were more selective

in 1952 than in 1951

^ Communications and manufacturing were the
major areas of strength

-30
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the two latter industries each rose about one-sixth while ex-
penditures by manufacturers were about 12 percent higher
than a year earlier. Capital outlays by the transportation,
mining, and commercial industries were moderately reduced.
(See table 8.)

In the mining field, capital outlays made in 1952 by
petroleum and nonferrous metals extraction companies were
lower than in 1951, while other mining expenditures were
little changed. Communications companies increased their

TUT r • • 7 7 Table 8.—Expenditures on New Plant and Equipment by U. S .
Manufacturing expansion in record volume Business * 1951-53

Manufacturers purchased a record $12.5 billion of new pro-
ductive facilities in 1952, with the durable and nondurable
goods groups contributing almost equally to the $1.3 billion
increase from 1951. Within these groups the largest in-
creases occurred in industries closely related to the defense
program, while the few declines were in noridefense areas.

Among producers of hard goods, the 1952 investment of
$1.7 billion by iron and steel companies was almost 30 per-
cent higher than in the previous year — while the $0.5 billion
capital expenditure by nonferrous metals companies was up
by 80 percent. More moderate relative increases occurred
in electrical and nonelectrical machinery — 8 and 13 percent,
respectively — and in motor vehicles (10 percent) and non-
automotive transportation equipment (17 percent).

The stone, clay and glass and the fabricated metals groups,
on the other hand, made fixed investments during 1952 about
one-fifth below 1951.

Nondurable goods manufacturers increased plant and
equipment outlays by $600 million in 1952, to a total of
$6.6 billion. Petroleum companies in 1952 spent $2.5
billion, or two-fifths of this amount. This was one-half bil-
lion dollars more than their expenditures in 1951. Invest-
ment of $1.5 billion by companies in the chemicals field was
up one-sixth from 1951. Rubber companies in 1952 upped
their capital spending by one-third and beverage firms by
nearly one-fourth. Sizable cutbacks from high 1951 rates
of fixed investment were made by textiles and paper com-
panies, and there was a moderate decline in capital outlays
by food companies.

Transportation outlays decline

The railroads and the nonrail transportation group each
reduced acquisitions of capital facilities by somewhat over
5 percent from 1951 to 1952. In the latter group sizable
increases in investment by airlines and transit companies
were more than offset by lowered expenditures by pipelines,
trucking and other transport companies.

The railroads increased their outlays for road betterment
and additions., but cut back their investment in rolling stock.
Purchases of locomotives fell about 5 percent from 1951 and
installations of freight and passenger cars were off by one-
fifth. Despite the lowered rate of installations, unfilled
orders for locomotives and freight cars at the end of last year
were down substantially from the end of 1951.

Electric power up, gas utilities down

Total capital outlays in 1952 by public utilities at $4 billion
were about $100 million higher than in 1951. Here, an in-
crease of about $400 million in spending by electric power
companies was largely offset by declines in capital outlays by
gas and other utility companies.

Electric generating capacity in 1952 increased about 6
million kilowatts, about one million less than in 1951 and
some 3 million kilowatts less than the 1952 defense goal.
Failure to meet this goal was in large part traceable to ma-
terial shortages and deficiencies in heavy power equipment
delivery. The 1953 program calls for installation of almost
12 million kilowatts, of which three-fourths is scheduled by
private power companies. Full realization of this goal,
however, may again be affected by some continuing material
shortages.

[Millions of dollars]

Manufacturing _ __

Durable goods industries..

Primary iron and steel _
P r imary nonferrous

metals
Fabricated metal pro-

ducts
Electrical machinery

and equipment
Machinery except elec-

trical

Motor vehicles and
equipment

Transportation equip-
ment excluding mo-
tor vehicles

Stone, clay and glass
products

Other durable goods < _ _

Nondurable goods indus-
tries

Food and kindred pro-
ducts

Beverages
Textile mill products,.
Paper and allied pro-

ducts

Chemicals and allied
products _ _

Petroleum and coal
products

Rubber products
Other n o n d u r a b l e

goods 5 -

Mining

Railroad

Transportation, other than rail

Public utilities

Commercial and other 6

Total

Manufacturing-
Mining _ _
Railroad
Transportation, other than raiL
Public utilities
Commercial and other 6

Total

1951

11, 130

5,168

1,304

277

421

359

675

736

182

388
826

5,962

657
311
695

489

1,283

2,014
187

327

911

1,474

1,492

3,855

7,470

26,332

19522

12, 452

5,869

1,681

502

350

389

763

810

214

293
866

6,583

634
381
512

433

1,507

2,494
245

378

850

1,398

1,394

3,961

6,804

26, 860

Jan.-
March

2,742

1,326

356

109

87

80

176

171

65

83
199

1,416

156
67

136

99

325

492
55

86

208

362

361

847

1,708

6,228

19

April-
June

3,264

1,506

468

122

89

96

189

189

62

79
212

1,758

168
88

135

108

375

714
67

103

220

381

378

957

1,713

6,913

52

July-
Sept.

2,934

1,387

386

141

80

92

175

205

39

72
196

1,546

144
98

110

108

366

567
58

94

201

290

310

970

1,715

6,420

Oct-
Dec.2

3,512

1,649

471

131

93

121

223

245

48

59
258

1,863

166
127
131

116

441

721
66

95

221

365

345

1,187

1,668

7,298

1953

Jan.-
March '2

3,067

1,397

405

109

91

105

220

(3)

42

(3)
193

1,670

154
92

103

117

393

678
50

84

208

322

320

996

1,607

6,519

Seasonally Adjusted at Annual Rates

[Billions of dollars]

12.04
.93

1.57
1.47
4.14
7.27

27.43

12.80
.87

1.48
1.35
3.99
6.85

27.37

11.92
.79

1.20
1.25
3.70
6.87

25.72

13.40
.86

1.35
1.53
4.00
7.12

28.27

13.47
.95

1.32
1.24
4.37
7.33

28.68

1. Data exclude expenditures of agricultural business and outlays charged to current ac-
count.

2. Estimates for the fourth quarter of 1952 and the first quarter of 1953 are based on anti-
cipated capital expenditures as reported by business in November 1952. The seasonally
adjusted data for these quarters are also adjusted when necessary for systematic tendencies
in anticipatory data.

3. Data not available separately but are included in totals.
4. Includes lumber products, furniture and fixtures, instruments, ordnance and miscel-

laneous manufactures.
5. Includes apparel and related products, tobacco, leather and leather products and print-

ing and publishing.
6. Includes trade, service, finance, communication and construction.

Source: U. S. Department of Commerce, Office of Business Economics, and Securities and
Exchange Commission.

1952 capital spending to about $1.6 billion, a figure sur-
passed only in 1948. All major industries in the commercial
and other group spent less in 1952 than in the previous year—
although increased programs were under way in the latter
part of last year.
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Inventory Developments

The book value of inventories held by manufacturers,
wholesalers and retailers at the end of 1952 totaled almost
$73.5 billion—some $700 million more than at the beginning
of that year. Replacement costs declined throughout the
year, so that the increase in physical units was larger than
that indicated by book values. These inventory movements
were moderate when contrasted to the previous year when
the net change in nonfarm inventories amounted to $9.5
billion while book values rose even more.

The patterns of inventory changes within the past year,
however, were similar for manufacturing and trade with both
groups affected first by the dislocation of supply conditions
entailed in the steel production stoppages, and reacting later
in the year to the improvement in consumer demand.

The interplay of these forces produced, on balance, a
period of slight liquidation of business inventories (particu-
larly in trade) during the first half of 1952 and accumulation
of both trade and manufacturing stocks in the second half.

Manufacturers' inventories continue rise

As in 1951, the bulk of the business inventory increase
recorded for 1952 occurred in industrial stocks. Even
though the building of inventories for defense production
waned during 1952, at year-end many manufacturing com-
panies were still adding materials for the fulfillment of de-
fense contracts.

During the first 6 months of the year book values of manu-
facturers7 inventories declined by over $100 million. In-
ventories were drawn down in July, but with resumption of
steel production rose steadily throughout the remainder of
the }^ear. The entire $700 million advance during the
second half reflected a rise in quantity of goods on hand.

Durable goods inventories were generally expanded and
book values rose in the course of 1952 by $1.2 billion. On the
other hand, stocks held by nondurable goods producers de-
clined by $600 million. The difference in behavior was asso-
ciated with the importance of producer and defense, as dis-
tinguished from consumer directed commodities. The larger
advances were in such defense-related industries as trans-
portation equipment, electrical machinery, and primary
metals together with chemicals, rubber and petroleum.
The largest reductions in stocks occurred in textiles, apparel,
and leather with lesser liquidation by furniture manufac-
turers.

Composition of inventories
The composition of the 1952 inventory increase in terms of

stages of fabrication evidenced a distinct improvement in
manufacturers' inventory position. Whereas finished goods
inventories accounted for nearly half of the 1951 rise, ship-
ping stocks declined last year. The decrease centered in
nondurables; the aggregate of finished durable goods re-
mained relatively unchanged over the year.

There was also a drop in the book value of purchased ma-
terials and parts, due in part to lower prices but more im-

Inventory growth during 1952 was moderate
following the sizable build-up in 1951

1952
ADJUSTED, AT ANNUAL RATES

1951 1952
SEASONALLY AOJtfSTED, AT ANNUAL RATES
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portantly to the cautious buying policies of consumer goods
producers (whose orders had begun to taper in early 1951)
and to the progress on defense production. Goods were being
channeled progressively faster to defense production lines
after the blueprint and tooling-up period of 1951.

Thus the rise in goods-in-process inventories was more
than twice as large as the aggregate book value increase in
manufacturers' inventories. Both durable- and non-durable-
goods producers advanced this type of inventory but the
increase was proportionately much larger for the heavy
industries.

Stock-sales position

Manufacturers not only achieved a better balance of stocks
during 1952 but also improved their inventory-sales position.

Table 9.—Book Value of Business Inventories

[Billions of dollars]

Total

Manufacturing
Wholesale trade
Retail trade

Seasonally adjusted at, end of period

1950 1951

Dec.

62.9

34.1
9.7

19.1

Mar.

67.8

36.4
10.3
21.2

June

72.0

39.7
10.6
21.7

Sept.

73.7

42.1
10.5
21.1

Dec.

74.1

43.0
10.3
20.8

Mar.

73.6

43.2
10.1
20.3

1952

June

72.9

42.9
9.9

20.1

Sept.

73.4

43.2
9.9

20.3

Dec. v

74.9

43.6
10.2
21.1

(f) Preliminary.
Source: U. S. Department of Commerce, Office of Business Economics.

^tock-sales ratios held relatively firm during the first three
quarters of the year and declined slightly in the last 3
months, in contrast to a consistent rise during 1951. For all
manufacturers, the ratio at the end of 1952 was 1.8 as com-
pared with 2.1 at the beginning of the year.

Most major industries contributed to this reduction in the
ratio of inventories to sales. Exceptions were primary

metals where sales rose less than inventories, and petroleum
where both sales and inventories increased at the same rate.

Retail inventories expand late in 1952
Retail inventory developments in 1952 were characterized

by appreciable liquidation during the first half year and
accumulation in the latter half. Stocks declined $1 billion
from the first of the year to mid-summer. Additions to
stocks starting in September offset the earlier decline so that
for the year as a whole there was a slight increase in book
values. Retail sales, however, increased more so that stock-
sales ratios fell from their 1951 high.

The shift from disinvestment to investment in inventories
centered generally in durable-goods retail stores and particu-
larly among motor vehicle dealers. The fall and early
winter rebuilding of durable-goods stocks, however, did not
quite equal the liquidation earlier in the year. Non-durable-
goods retail inventories showed relatively small month-to-
month fluctuations—from April forward mostly in an up-
ward direction. Nearly $500 million was added to soft-goods
stocks during 1952, primarily by apparel and department
stores.

Wholesale inventories stable

Wholesalers held the over-all volume of their stocks on
hand relatively unchanged from the end of 1951 to the end of
1952. Liquidation of stocks during the earlier months was
just about balanced by subsequent accumulation. Book
values declined almost $400 million in the first 6 months, but
despite continued declines in prices of materials during the
second half, book values moved up by $300 million.

In contrast to the situation at retail, there was little differ-
ence between durable- and non-durable-goods wholesalers
with respect to inventory developments during 1952. Here,
there was an increase in stocks of producers and defense
supplies and a lowering in consumers' goods. Stock-sales
ratios at the close of 1952 were little different from the start
of the year, but substantially below prewar rates.

New Construction

J_ OTAL new construction activity amounted to $32.3
billion in 1952, up 5 percent from 1951. Since unit construc-
tion costs were up by more than 4 percent, little increase
occurred in the physical volume of work put in place.

Developments during the year were highlighted by the
slowing rate of expansion in public defense construction,
declines in private defense-related industrial construction
after the first quarter, and increases in residential, com-
mercial and other less essential projects as larger supplies
of critical materials became available, against a background
of generally buoyant demand.

Materials restrictions progressively eased

By the latter part of the first quarter of 1952, actual and
prospective increases in overall production of the basic
metals, combined with a tapering off of the rise in defense

and defense-related production, improved the materials
outlook significantly. Accordingly, the National Production
Authority approved many new projects in the commercial,
institutional and public nondefense areas, so that advance
planning could begin, with increased allotments to follow in
the third quarter. Self-authorization schedules were en-
larged as the year progressed.

As the steel supply became more plentiful by December,
new orders were issued significantly increasing the amounts
of steel and copper that could be self-authorized for com-
mercial and most other types of construction, beginning
January 1, 1953. The ban on recreatonal projects, in effect
since October 1950, was lifted, and self-authorization quotas
set for the first quarter 1953. Similar privileges were
granted for public road and highway construction later, on
January 21.

The Director of Defense Mobilization, in his eighth
quarterly report to the President, looked forward to further
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relaxation of construction controls during 1953, as increased
supplies of steel and aluminum for nonmilitary uses ma-
terialize.

The Commerce Department's index of production of
selected building materials was up 4 percent in the final
quarter of 1952 compared with a year earlier, although the
index for the year as a whole was a bit below 1951. Most of
the gain during the year was due to increased output of iron
and steel products for construction uses.

Construction costs up moderately

The 4 percent rise in unit construction costs from 1951 to
1952 was chiefly due to higher average hourly earnings of

Total Construction Activity
rises 6 percent during 1952 with the private
sector sharing in the gain
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construction labor, which rose by roughly 6 percent during
the year. Over the same period, employment eased slightly,
according to BLS reports covering contract construction,
while average hours worked per week increased around
2 percent.

The prices of building materials, the other chief component
of unit construction cost indexes, were virtually stable during
1952, and slightly below 1951. Although some types of
materials, such as building paper and board, and insulation
materials, showed price increases, most were stable or even
declined moderately, as in the case of paints and paint
materials, and hardware.

Private Construction

Private outlays for residential building in nonfarm areas
amounted to more than $11 billion in 1952, up fractionally
from 1951. Increased outlays for additions and alterations to
existing structures accounted for the gain, while outlays for
new permanent units were unchanged. During the year,
however, residential construction advanced substantially,
rising about 11 percent from the fourth quarter 1951 to the
final quarter of 1952. Even after adjustment for price
increases, the advance was significant.

The rise in activity reflected the gradual, generally up-
ward movement in numbers of new units started. From a
low point of little more than 0.9 million starts in mid-1951,
seasonally adjusted at an annual rate, private starts reached
1.0 million in the final quarter 1951, and almost 1.2 million
in the last quarter of 1952. The preliminary 1952 total of
1,074 thousand private starts exceeded the 1,020 thousand
recorded in 1951.

The starts data indicate that new permanent nonfarm
units have been added to the housing stock during the past
year or more at a rate considerably in excess of the increase
in nonfarm households, which amounted to 900,000 units
during the year ending last April, according to Census
Bureau surveys. As discussed in Markets after the Dejens>
Expansion, the difference may be accounted for by replace-
ment building and/or additions to the inventory of vacant
units. Private surveys indicate, however, that vacancies
are still not a deterrent to new building in most urban areas,
and residential rents continued to advance throughout the
year.

The high level of residential building was bolstered in the
final months of 1952 by the relaxation in September of
Regulation X, as required by the 1952 amendments to the
Defense Production Act. Five percent downpayments are
still required on Federal Housing Administration and
Veterans Administration loans, however, and loan maturity
provisions are retained. Under the provisions of the
amended Act, the more stringent controls would be reim-
posed if the rate of housing starts remain above 1.2 million
for three consecutive months.

The volume of FHA home insurance written and VA home
loan guaranty declined significantly in 1952, while conven-
tional mortgage recordings increased by a more than off-
setting amount. The renewed upward tendency of long
term interest rates in the latter part of 1952 led to increasing
pressure from various sectors of the financial community for
upward revision of the 4 and 4^ percent VA and FHA
interest rates.

Around 40 percent of all private starts were still being
made under the FHA and VA loan programs in the latter
part of the year, with increasing applications and appraisal
requests foreshadowing a continued high volume for the time
being. This has involved increasing support from the
Federal National Mortgage Association for the VA loans
which are selling at a discount in the private secondary
mortgage market in some areas.

In the 220 localities now designated as critical defense
areas, over 98,000 dwelling units had been approved for
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special FHA mortgage insurance aid by the end of the year
1952. Of this total, over 42,000 units had been started,
and almost 25,000 completed, mostly during the year 1952.
This program was accelerated by the appropriation of about
t>29 million for community facilities involving close to $13
million of Federal assistance in loans and grants, as well as
by supporting operations of FNMA.

Divergent trends in other private types

Although industrial construction was up by almost 10
percent from 1951 to 1952, the trend during 1952 was
gradually downward. This reflected chiefly the slowing
rate of expansion of defense production capacity, as discussed
more fully in the section of business plant and equipment
outlays. Public utility outlays continued up, but at a
slower rate than in the preceding year.

On the other hand, whereas commercial construction was
down by one-fifth from 1951 to 1952, there was a definite
upswing beginning about mid-year as controls were eased.
The demand situation was buoyant, reflecting deferral of
projects due to restrictions imposed after Korea, against the
background of increasing needs as population continued to
increase at a rapid rate and residential construction re-
mained high.

Institutional construction was likewise below the 1951
total in 1952, but showed a small increase between the
fourth quarters. The largest gains during the year were
shown by social and recreational, educational and religious
construction, with hospital and miscellaneous institutional
types declining.

The very sharp increase in nonresidential contract awards
in the latter part of 1952, as reported by the Dodge Corpora-
tion, coupled with increased allocations of materials and the
lifting of the prohibition on recreational construction as of
January 1, 1953, underlined the bright prospects for com-
mercial and institutional construction as the new year got
under way.

Farm construction, on the other hand, declined by around
6 percent from 1951 to 1952. This reflected the decline
from earlier peaks in the price and income situation of farm-
ers, as well as the fact that most of the accumulated backlog
of construction projects appeared to have been exhausted
by the comparatively large volume of farm building in the
postwar period.

New Public Construction

More than $10% billion of public new construction was
put in place in 1952, up by one-eighth from the previous
year. Although there was a leveling off during the year,
this rate in terms of either current or constant dollars was
the highest on record with the exception of the early years
of World War II. Further, public construction advanced
to almost one-third of the total construction activity from
an average of 25 percent during the period 1946-51.

Defense construction up sharply

For the past two years, public construction directly related
to the defense effort has been one of the more dynamic
elements in the rise in total construction activity. Con-
struction outlays for the military establishment and the
Atomic Energy Commission amounted to $2.5 billion in
1952, up by almost $1 billion from the total for the previous
year. The rate of increase between the fourth quarters of
1951 and 1952 was much less striking, however.

Despite the fact that about $4.5 billion of military, naval,
and atomic energy construction has been put in place in
the Continental United States during the past two and one-
half years, a large amount of funds for these purposes still
remains unspent. Since June 1950, Congress has appro-
priated more than $10.5 billion for domestic public defense
construction. Thus, at the close of 1952, about $5.5 billion
was available to finance such construction in the future.

Nondefense activity stable in 1952

Public new construction for nondefense purposes was put
in place in 1952 at an annual rate only slightly in excess of
that for 1951. When adjusted for the rise in construction
costs which occurred during the year, the 1952 rate was
virtually unchanged from that for the previous year and
still below that for the record year 1939. This relative
stability in nondefense public construction outlays since 1950
may be traced to a combination of factors including rising
construction costs, fiscal difficulties of many State and local
governments, and shortages of specific fabricated metal
products involving Federal Government regulations.

Although material shortages exercised a significant restrict-
ing influence upon nondefense public construction in 1951, this
factor was of lesser consequence with respect to the level of
public works activity in 1952. While it is true that some
delays were experienced due to difficulties in obtaining needed
metal products, it appears that indicated metal requirements
for public construction were substantially above NPA
allotments only for highway, social and recreational facil-
ities. In the case of highway construction, NPA allotments
in 1952 amounted to less than two-thirds of the total steel
requested. Thus, it is likely that outlays for roads and
streets last year might have been somewhat larger had steel
supplies been more ample. While shortages of certain steel
products may temporarily delay particular highway projects,
material shortages are not expected to be an important
limiting factor this year, as recent liberalization of self-
authorization schedules indicate.

With respect to particular types of nondefense public
works, only highway, school, and residential construction
showed increases in 1952. New highway construction, which
had been put in place in 1951 at about the same rate as in
1950, rose by one-eighth last year to $2.7 billion, accounting
for the bulk of the rise in nondefense public construction
between 1951 and 1952. It is of interest to note that con-
struction outlays for toll highway facilities which have been
increasing sharply in the postwar period, were reduced some-
what in 1952. That this lull is only temporary is evidenced
by the sale of more than $700 million of toll road and bridge
bonds during the past year.

An estimated $1.6 billion for public educational facilities
were put in place last year, a record amount even if adjusted
for price changes. Public elementary school enrollments
have continued to increase, however, and were especially
heavy in the fall of 1952.

As a result of tightened statutory limitations on the start
of new Federally subsidized dwelling units, public housing
starts numbered 57,000 in 1952 as compared with more than
71,000 in the previous year. The 1952 rate of activity in-
creased one-tenth above that for the previous year, however,
since there was a large carry-over of work in progress on 1951
starts and on the 1952 starts which were concentrated in the
first half of the year. The reduced number of starts author-
ized by Congress for fiscal year 1953 will have a more im-
portant effect upon activity in the current calendar year.
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International Trade

FcOK 1952 as a whole the value of United States trade
with the rest of the world was slightly below the $26 billion
total of 1951. Exports again amounted to $15 billion while
imports fell $300 million short of the $11 billion peak reached
during the previous year.

During the course of 1952, significant changes developed
in our export trade, and important though less pronounced
alterations occurred in the case of imports. American ex-
porters noted a sharply declining foreign demand for their

products, which was only in part due to tightened import and
exchange controls imposed by some countries to prevent fur-
ther increases in foreign borrowing or to reduce imports in
line with available dollar incomes. On the other hand,
domestic importers, that had curtailed their purchases fairly
early in 1951 as a result of improved supplies and anticipa-
tion of lower prices, increased their buying of many items
after prices had become more in line with those of other
commodities. The total volume of goods imported was
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actually as great as in 1951, although declining prices reduced
the total value.

Export decline reduced trade surplus

By far the most notable development in international
trade of the United States was the decline in exports which
began in June. As a result the export surplus excluding
military-aid shipments was reduced to an annual rate of $1.5
billion in the 6 months ended November as compared to
$4.5 billion in the previous half-year (see chart). The total
trade surplus fell somewhat less sharply as rising shipments
under the military-aid program offset in part the lower
exports of other goods.

Export drop not general
The large reduction in United States exports during the

latter half of 1952 did not reflect a general decline in world
demand for American goods. At least 70 percent of the $3.2
billion (at an annual rate) drop from the 6-month's period
ending in May to the subsequent half-year ending in Novem-
ber can be accounted for by lower shpments of a few major
items to a small number of countries.

Of the declining export commodities, raw cotton was by
far the most important. In the same manner, no other
single commodity import fell to as great an extent as raw
wool. Much of the contraction in trade in both fibers can
be traced to the lowered activity of the textile industry,
both here and abroad—particularly in Europe. Weak-
nesses in export outlets as well as in domestic demands
depressed the industry in major producing countries. At
their low point in July 1952 United States exports of textile
products were only one-half the high rate recorded in March
1951.

The ability of the textile industry to meet at least part of
its reduced requirements for raw materials from stocks ac-
cumulated during the previous year also explains in part the
sharp reduction during 1952 in exports of raw cotton and
imports of raw wool. Stocks of cotton in some consuming
countries had become excessive relative to reduced demands.
Our inventories of wool, bolstered by heavy post-Korean
imports, were likewise drawn upon to meet currently lower
requirements.

As a result of the lower demands, stocks of both cotton and
wool have accumulated in several major producing countries.
Greater production outside the United States has also aug-
mented world supplies of raw cotton. Lower prices, espe-
cially for wool, explain in part the large value declines
pictured in the chart.

The impressive rise last fall in domestic and foreign textile
manufacturing should foreshadow at least some improvement
in the cotton and wool trades. Other favorable signs are the
recent recovery in wool prices and the gradual increase in
exports of textile products during the latter part of 1952.

greater than during the 1951-52 crop year. European
countries also increased their production of coal and hydro-
electric power and their use of petroleum. Favored with
mild weather, they were able to reduce their coal purchases
here. The large gap in petroleum supplies resulting from
the loss of Iranian output was filled by expanding refinery

Declining exports reduce
trade surplus

EXPORTS, EXCL.
MILITARY AID

U. S. DEPARTMENT OF COMMERCE. OFFICE OF BUSINESS ECONOMICS

capacity in Europe and by increasing the flow of crude oil
in Middle Eastern countries other than Iran.

Exports to Sterling Area and Europe

The pronounced rise during 1951 in total nonmilitary ex-
ports to Continental Europe, particularly to Belgium, France,
Italy, and Germany, and the subsequent decline in 1952,
closely paralleled the movement of the four commodities
discussed above—raw cotton, grains, coal, and petroleum
products. An even greater rise and fall in purchases of
sterling area countries, notably the United Kingdom and
India, can be explained to a large extent by changing de-
mands for cotton and orain.

Grain and fuel also prominent in export drop Exchange restrictions lowered exports

Reduced shipments of grain, coal, and petroleum products
accounted for much of the remaining drop in exports. In
1951 and in the first part of the past year foreign countries,
unable to meet increased requirements from domestic sources
or to obtain even normal imports from certain traditional
foreign suppliers, made extraordinary purchases in the United
States.

The picture changed greatly during 1952. India's need
for emergency grain imports disappeared as domestic pro-
duction improved and stocks became more ample. Record
supplies of grain became available for export from Canada;
and harvests in North Africa and in Western Europe were

238593°—53 4

Shipments to the sterling area were further depressed by
the tighter import and exchange controls imposed in early
1952.

United States tobacco exports to the United Kingdom were
among those most affected by these new controls. Ship-
ments during the second half of 1952 were only one-fifth as
large as in the similar period of 1951. However, since much
of the reduction in foreign buying apparently occurred be-
cause it was possible to utilize stocks previously imported,
and since other supplying countries have not increased pro-
duction to any large extent, tobacco exports may recover
relatively faster than shipments of other basic agricultural
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products such as grains and cotton. Export markets for
some other American goods, particularly in the Union of
South Africa and Australia, were also adversely affected by
the tighter import controls.

Brazil, which had been purchasing goods beyond its ability
to pay, imposed tighter import restrictions early in 1952 to
prevent a further accumulation of indebtedness and to begin
repayment. At their peak in December 1951, exports to
Brazil, which included some extraordinary grain shipments
but consisted mainly of automobiles, machinery, chemicals,
and other manufactured goods amounted to $970 million at
an annual rate; in October and November 1952, such ship-
ments had declined to an annual rate of about $300 million.

Also noteworthy was the drop in sales to Argentina which,
faced with an adverse balance-of-payments position, had
tightened its exchange restrictions earlier than Brazil; the
resulting decline in United States exports had begun in the
fall of 1951.

Machinery, steel exports continue high

Foreign demands for American goods otherwise were
fairly well maintained throughout the year. Shipments of
most t}^pes of machinery, dollarwise the largest United States
export item, were even further increased as compared to 1951.
The larger exports represented in part deliveries on orders
placed during the previous year or earlier. Also, the lag
between receipts of new orders and deliveries became nar-
rower as the pressure on American producers grew less in-
tense.

More than half of the machinery exported during 1952 went
to Western Hemisphere countries, in most of which American
companies had undertaken large-scale investment programs
and local Government and private industries were implement-
ing other sizeable industrialization and development projects.
Canada, Venezuela, Mexico, and Cuba stand out as partic-
ularly large markets.

A number of countries outside the Western Hemisphere,
also having embarked on programs for increasing national
production, preferred to maintain or increase their imports of
capital equipment even though in some cases other purchases
from the United States had to be curtailed.

Demands for American steel likewise continued high and,
as domestic output increased, were more fully satisfied. Ex-
cept for the period affected by the strike, steel exports moved
upward during the year. This was in contrast to our own
reduced need for steel imports from European suppliers,
particularly Belgium and France. Purchases from these
countries started an almost continuous decline as early as the
middle of 1951, rising in the last part of 1952 apparently only
as a result of the strike.

Changes in imports
The dip in imports which occurred fairly early in 1951 also

involved largely a few commodities originating in a relatively
small number of countries (see chart). Some of these coun-
tries were the same ones which accounted for the decline in
United States exports.

During 1952, dollar earnings of the outer sterling countries
continued to be lower than during the first half of 1951, even
though the United States resumed its buying of tin early in
the year. The decline in wool prices from the abnormal highs
of early 1951 was not halted until the middle of 1952, and, as
discussed previously, the volume imported was substantially
smaller than in the previous year. Another sharp break in
prices for natural rubber occurred early in 1952, reflecting
mainly the increased competition offered by the synthetic
product and the near attainment of the Government stock-
piling goal. Earnings from cocoa also declined as buyers

liquidated inventories and reduced purchases because of the
small crop and resulting high prices.

The reduction in demand for raw wool lowered Argentine
and Uruguayan dollar earnings. Brazil likewise received
fewer dollars in 1951 owing to lower shipments of cocoa, hides,
and oilseeds. However, the decline in imports from Brazil
was far smaller than the reduction in exports to Brazil.

These imports and the few others shown separately on the
chart accounted for nearly 40 percent of total imports during
the first half of 1951. The reduced purchases of these items
since that time kept total import payments below their for-
mer peak even though imports of "other commodities" as
well as imports from " other countries" (see chart) increased
substantially during 1952.

Fewer adjustments in 1953 foreseen

Major fluctuations in our international trade, such as those
which characterized the past three years, seem unlikely to
occur during the year ahead. Basic supply scarcities, which
explain most of the wide swings in both exports and imports,
have largely disappeared as a result of increased production
in the United States and the rest of the world and, in some
cases, reduced consumption. Expansion in Government and
private inventories of many commodities has also subsided.
However, as a result of the continued high demands resulting
from high production and incomes, prices of most basic items
moving in world trade have become fairly stable.

With a continuing high rate of domestic business activity
in prospect, it appears that the demand for most imported
goods will continue to be at least as high as it is currently.
Hence foreign countries should be able to earn sufficient
dollars to maintain their existing purchases from the United
States at or near current rates.

Better balanced trade with most countries

An examination of our changed trading position vis-a-vis
various major areas and countries also supports the conclu-
sion that foreign expenditures for American exports have
become better aligned with current and prospective dollar
incomes.

In the last half of 1952 Western Europe's trade deficit
with this country (excluding military aid) had declined to
less than $1 billion at an annual rate as compared with nearly
$2.5 billion during the last six months of 1951. The outer
sterling area also improved its financial position, having
developed a surplus with the United States early in 1952.
Japan's continued trade deficit- was more than offset by
dollar earnings from other sources, mainly heavy United
States military expenditures.

Commerce with Canada, our largest trading partner,
became even more brisk than in 1951. Exports to Canada
increased, mainly as a result of the elimination of credit
restrictions and the high rate of production and investments
in that country. Imports from Canada, which had been
unaffected by the 1951 recession in import buying, continued
a moderate rise in 1952, reflecting not only the increase in
newsprint prices, but also greater purchases of metals and
some other Canadian products. The considerably higher
export surplus with Canada as compared with 1951 was
facilitated by Canada's greater dollar receipts from trans-
actions with countries other than the United States.

A number of other Western Hemisphere countries were
also able to increase their dollar earnings during 1952, mainly
by greater sales of nonferrous metals. Hence, the reductions
which these countries made in their purchases here were
sufficient to bring their trade with the United States near
balance.
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Financing Business Investment

TiHE past year featured a continued heavy demand for
long-term funds both by business to finance expansion of
fixed capital and by consumers to finance housing purchases.
Consumers also sharply expanded short-term borrowing to
buy automobiles and other durable consumer goods. Busi-
ness short-term needs for additional working capital funds,
on the other hand, were considerably reduced from the high
requirements in 1951. As overall inflationary pressures
subsided, the direct credit controls introduced earlier in the
defense build-up were lifted during the year.

Terms of equity financing improved substantially over the
year with the yield on equity securities steadily dropping as
a buoyant market carried stock prices to the highest level
since 1929. The cost of borrowed long-term funds continued
relatively low in 1952 with the supply of capital for business
maintained in generally adequate volume. On the other

Fixed capital programs expanded
further in 1952, but inventory
needs were reduced •. •

hand, there was a further rise in short-term rates, particularly
in the latter part of the year as the seasonal upturn of business
demand for bank loans was superimposed on increased
consumer borrowing.

Both business and consumers improved their liquidity
positions over the year. While additions of liquid resources
by business concerns were of moderate proportions, individ-
uals continued to accumulate liquid assets at a pace exceeding
even the high rate of the preceding year. On balance at
year-end, the financial positions of both consumers and
business appeared generally adequate for the maintenance
of a high rate of business activity.

It may be noted that for the year as a whole reduced
business requirements for working capital, more particularly
inventories, served to offset much of the expansionary pres-
sure stemming from the government sector of the economy.
Under the impact of the rise in Federal defense expenditures
in 1952, a moderate deficit on government income and
product accounts replaced the substantial surplus of 1951.

The following discussion reviews the year's developments
in financing the capital requirements of corporate business
and of individuals.
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Financing Corporate Requirements

The new capital requirements of corporate business in 1952
amounted to about $31 billion, $9 billion less than the record
sums required in 1950 and 1951 despite outlays for fixed
capital which reached a new high in 1952. The major dif-
ference in the pattern of financial requirements in 1952 as
compared with the preceding two years was the sharp reduc-
tion in additions to working capital, with the result that
these requirements, which accounted for almost one half of
total needs in 1951, accounted for one quarter of the smaller
total in 1952.

The book value of corporate inventories in 1952 increased
less than $1 billion, in contrast to expansions of $8 billion
and $10 billion respectively in 1950 and 1951 (table 10).
The small rise for 1952 as a whole reflected renewed accu-
mulation of corporate inventories in the latter part of the
year which more than offset mild inventory liquidation in
the earlier months. While the increase in corporate receiv-
ables was about the same as in 1951, there was a smaller
growth in receivables from business offset by a more rapid
expansion of credit to consumers. Mainly as a result of
increased consumer borrowing from business, net receh-
ables (receivables less payables) rose more rapidly in 1952
than in the previous year.

40 —

0 3 0 -

<fl onZ <£ O —
O
.J

® 10-

SHORT-TERM
FINANCING

LONG-TERM
EXTERNAL
FINANCING

RETAINED
EARNINGS AND
DEPRECIATION

I960 1951 1952
U. S. DEPARTMENT OF COMMERCE, OFFICE OF BUSINESS ECONOMICS 53-14

Short-run financing pressure eased

Reduced working capital requirements were reflected in
the substantially moderated additions to current liabilities.
The sharp rise in short-term bank loans to business which
began in mid-1950 and continued with some abatement to
the later part of 1951 wais moderated still more this past
year. Corporate bank borrowing underwent a net expan-
sion of about $1^ billion in contrast to a rise of over $4 bil-
lion in 1951. The 1952 bank-loan expansion was due largely
to defense-related demand for funds, with little net change
apparent in other sectors. Partly as a result of this easing
pressure for short-term funds the voluntary credit restraint
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program initiated under the authority of the Defense Pro-
duction Act was suspended in May of last year.

With book profits down somewhat. Federal tax accruals
in 1952 actually fell short of tax payments whereas the
increase in profits tax liabilities in 1951 provided a sizable
volume of temporary investment funds in that year.

Long-term financing increased
In financing higher fixed capital requirements corporations

placed greater relative emphasis on the capital markets as a
source of funds in 1952 but continued, as in the past, to

Table 10.—Sources and Uses of Corporate Funds, 1950—52 1

[Billions of dollars]

Uses

Plant and equipment--
Increase in current assets — total _ _ _ _ _ _ _

Inventories (book value)
Receivables
Cash, deposits and U. S. Government securities
Other current assets

Total uses
Sources

Retained profits 3

Depreciation _ _ __
Net new issues — total

Stocks
Bonds__

Increase in other liabilities
Mortgage loans _ _ _ _ _ _ _ _
Bank loans
Trade payables
Federal income tax liabilities __ _
Other current liabilities

Total sources

Discrepancy (uses less sources) _ _ _ _ _ _ _ _

1950

16.9
23.1
8.0
9 9
4.9
.3

40.0

11.6
7.8
3 7
1 7
2 0

18.0
.9

1 5
6.7
7.4
1 5

41.1

— 1.1

1951

22.2
18.1
10.2
4 6
2.9
.4

40.3

9 0
8.8
6 4
2 8
3 6

15.8
.9

4 2
4 3
5.6

40 0

.3

1952 2

23.0
8.0
1 0
4 5
2.0
.5

31.0

7 0
10 5
8 0
2 5
5 5

5.5
1 0
1 5
2 5

— 1.0
1 5

31 0

1. Excluding banks and insurance companies.
2. Preliminary and based on incomplete data. Estimates have been rounded to nearest

$0.5 billion.
3. Including depletion.

Source: U. S. Department of Commerce based on Securities and Exchange Commission
and other financial data.

depend on internal funds for the major share of financing
needs.

With 1952 book profits after taxes reduced about $1% bil-
lion from 1951 and dividends slightly increased, retained
earnings of nonfinancial corporations amounted to $7 billion
in 1952, roughly $2 billion less than in 1951. However,
there was a largely offsetting expansion of depreciation and
amortization allowances, with the result that the volume of
capital expansion financed from internal equity funds—re-
tained earnings and depreciation—totaled $17$ billion, ap-
proximately the same as in 1951.

Almost $8 billion of net new money was raised through
the issue of bonds and stocks in 1952. This was $1% billion
more than in 1951 and far above any other year on record.
While net stock financing in 1952 was about the same as in
1951, amounting to about $2}£ billion, new money flowing to
corporations from the sale of bonds rose to $5}^ billion.
Throughout most of the postwar period, public-utility com-
panies were the dominant users of the new-securities mar-
kets. Since the start of the present defense build-up, how-
ever, manufacturing corporations have stepped up their
security sales markedly. These two industrial groups have
accounted for by far the preponderant part of total net new
money—both bonds and stocks—raised in the recent period.

The flotation of this huge volume of new securities was
achieved on terms about as satisfactory as in the preceding
year. Long-term interest rates were relatively steady dur-
ing 1952 and only fractionally higher than in the preceding
year. The most striking development in financing terms
followed from the continued upward movement of stock

prices. With corporate earnings somewhat lower and divi-
dends only fractionally higher, the ratios of average earn-
ings and dividends to stock prices in 1952 were down 15 and
10 percent, respectively, from 1951. As may be seen in
table 11, these measures of the cost of equity financing \vere
not only substantially below the postwar peak but compared
rather favorably with prewar periods of high economic activ-
ity, with the exception of 1929. Interest costs were, how-
ever, still substantially below the cost of equity funds and this
was no doubt an important consideration in the continued
heavy reliance on debt financing.

Liquidity tends upward
The overall financial position of corporations at year-end

appeared to be generally satisfactory. Liquidity showed
some improvement over the year, reversing the tendency
which had been apparent since 1950. The continued avail-
ability of a large volume of funds retained from operations

Table 11.—Relation of Corporate Bond and Stock Yields
[Percent per annum]

Average for period:
1924-26
1929
1940-41 ._ _ -. . _
1948
1950 _ _ _ _
1951
1952 - - _

Bond yield

5.5
5.2
3.5
3.1
2.9
3.1
3.2

Common stock

Dividend
yield

5.5
3.5
5.7
5.7
6.4
6.2
5.6

Earnings-
price ratio

10.5
6.2
8.4

12.6
12.7
9.4
7.9

Source: Bond yields, Moody's Investors Service; dividend yields and earnings-price ratio,
U. S. Department of Commerce, based on Cowles Commission Monograph No. 3 and similar
data from Moody's published indexes of stock prices, dividends, and earnings.

served to offset the impact of rapid debt expansion on the
capital structure of corporate industry. While interest pay-
ments were higher as a result of the increase in debt, their
charges when measured against the funds available for pay-
ment were still well below any prewar ration.

Financial Position of Individuals

With personal income rising somewhat more than expend-
itures, savings of individuals rose from about $17 billion in
1951 to $19 billion last year. In each of the past two years
these savings have been predominantly in highly liquid
form (table 12). Additions to cash and deposits in 1952
totaled $9^ billion, $1^ billion more than in 1951, and an
amount far above any previous peacetime year other than
1946 when consumer spending was still affected by shortages
of goods.

Net security purchases were likewise made in record
volume as about $4/2 billion, largely corporate bonds and
stocks, were added to individuals' holdings. Together with
increases in equity in private insurance, these three forms of
liquid savings amounted to over $18 billion in 1952, $2}£
billion more than in 1951, and 75 percent more than the
volume of such savings in 1950. If account is taken only of
the most liquid assets—cash and U. S. Government securi-
ties—individual holdings at the end of the year were well in
excess of prewar ratios of these assets to income.

As may be seen from table 12 consumers also increased
their indebtedness very substantially in 1952. The rise in
short-term borrowing, mainly to finance purchases of durable
consumer goods, was in sharp contrast to the situation in
1951 when little net expansion took place. To some extent,
the added borrowing last year, as well as the relative stability
in 1951 reflected the changed conditions with respect to credit
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controls. These controls, combined with the let-up in con-
sumer spending following the post-Korean buying waves,
served to keep credit purchases in check in 1951. Consumer
credit Regulation W was, however, lifted early in 1952, and
the subsequent easing of credit terms facilitated the rapid
credit expansion in the latter part of the year.

Consumer debt rises

With housing purchases continuing at near record rates,
consumers again in 1952 added sizably to their long-term
mortgage debt. The rise in outstanding indebtedness has
been at a decreasing rate in recent years due largely to a
steady rise in repayments—an expected development in view
of the sharp upward trend of mortgage borrowing over the
whole postwar period.

While consumer borrowing has been steadily expanded
over the postwar period, it will be remembered that through
the war period net liquidation of debt occurred at a time when
consumer incomes and savings were rising sharply. With
huge wartime accumulations of liquid resources, consumers
were in an extremely favorable financial position at the wear's
end and thus were able to both expand borrowing and reduce
the acquisition of liquid assets while maintaining debt posi-
tions and liquidity which remained favorable by prewar

standards. By the end of 1952 individuals' accumulated
liquid resources were still high in historical perspective.
Holdings of cash, deposits and United States securities cur-

Table 12.—Increases in Selected Liquid Asset Holdings and
Indebtedness of Individuals, 1950—52

[Billions of dollars]

Selected liquid assets:
Currencv and deposits
Securities
Equity in private insurance

Total

Consumer indebtedness
Short-term
Mortgage _ - _ _ _ _ .. _ _

Total

1950

5.7
.8

3.9

10.4

3.2
7.0

10.2

1951

7.9
3.7
4.2

15.8

.4
6.4

6.8

1952

9.5
4.4
4.5

18.4

3.2
5.3

8.5

Source: Securities and Exchange Commission except for 1952 which was estimated by
U. S. Department of Commerce, Office of Business Economics.

rently represent over 100 percent of annual consumer ex-
penditures compared with a proportion of roughly two-thirds
in the late twenties. However, the continued rise in debt in
1952 appears to have brought consumer debt outstanding to
about the same proportion of income as in the earlier period.

The Business Population

JL HE Nation's business population increased moderately
in 1952, continuing the rise which has characterized every
postwar year except 1949. Since the wartime low in 1944,
the business population has grown by 1 million and
currently comprises over 4 million concerns.

The overall rise has not been large since the Korean
invasion, and has not kept pace with the expansion in total
business volume as it did in earlier postwar years. This is
not surprising in view of the shifts in use of resources and
manpower that have been necessary in the defense expansion
period.

The impact of post-Korean developments can also be
seen in the changing industrial distribution of concerns.
Most notable were the increases in such defense-related
industries as durable goods manufacturing, transportation
and construction. Some reductions, on the other hand,
occurred in retail trade and in nondurable goods manu-
facturing (see table 13).

The industrial changes within the business population
in 1952 were similar to those in 1951 except for manufacturing
as a whole. Here there was a slight loss in the number of
concerns last year following a slight gain in 1951. The
relative changes since 1950 are shown by major industry
division in the top section of the chart.

Construction and transportation continue up
During 1952, contract construction and transportation

account for practically the entire increase in the business
population. The persistent and strong demand for con-
struction was reflected in a 6 percent increase over the
previous year in the average number of construction firms.
Transportation followed with a gain of 5 percent, mostly
increases in small trucking and warehousing concerns.

Contract construction—perhaps the most volatile of the
major industry divisions—now contains nearly twice as

Table 13.—Annual Average Number of Firms in Operation, and Percent Change, by Major Industry Divisions, Selected Years 1940—52

Average Number of Firms in Operation (thousands) Percent Change

All industries j 3,382.8 I

Mining and quarrying
Contract construction
Manufacturing

Durable
Nondurable

Transportation, communication and other public
utilities

Wholesale trade
Retail trade
Finance, insurance and real estate
Service industries

1. Preliminary. NOTE: Data may not necessarily add to total due to rounding. Source: U. S. Department of Commerce, Office of Business Economics.

1940

3, 382. 8

37.3
199.2
226. 7
86.0
140.7

148. 0
146.8

1, 596. 0
310.5
718.3

1943

3, 045. 1

32.3
157. 5
238.8
97.5
141.3

121.0
141.5

1, 400. 3
301.2
652.5

1948

3, 990. 7

35.2
321.0
329.6
156. 4
173.2

188.3
202.7

1, 709. 6
346.8
857.4

1949

3, 964. 8

34.6
335.0
312.0
145.8
166.2

189.3
203.0

1, 693. 2
344.7
853.0

1950

3, 980. 4

34.2
358. 0
303.0
142. 1
160. 9

194.2
204.0

1, 685. 2
347 2
854.5

1951

4, 008. 9

34.2
375.4
305. 9
150. 4
155. 5

204.4
207.1

1, 672. 3
352. 1
857.5

1952 i

4, 043. 5

34.4
396. 3
304. 1
154. 5
149. 6

214.7
210.9

1, 662. 9
357. 0
863. 5

1940-52
|

19.5

-7.8
98.9
34.1
79.7
6.3

45.1
43.7
4.2
15.0
20.2

1943-52

32.8

6.5
151.6
27.3
58.5
5.9

77.4
49.0
18.8
18.5
32.3

1948-49

-0.6

-1.7
4.4

-5.3
-6.8
-4.0

.5

.1
-1.0
-.6
-.5

1949-50

0.4

-1.2
6.9

-2.9
-2.5
-3.2

2.6
.5

-.5
.7
.2

1950-51

0.7

0
4.9
1.0
5.8

-3.4

5.3
1.5
-.8
1.4
.4

1951-52

0.9

.6
5.6
—.6
2.7

-3.8

5.0
1.8
-.6
1.4
.7
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The BUSINESS POPULATION
has shown little change in Korean period

Since 1950 the strength in construction and
transportation has balanced losses in retail trade

-4
PERCENT CHANGE, 1950 - 52

0 +4 +8

ALL INDUSTRIES
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TRANSPORTATION, ETC.

WHOLESALE TRADE

FINANCE, ETC.

SERVICE INDUSTRIES

MINING a QUARRYING

MANUFACTURING

RETAIL TRADE

while gains in the South have off-set
minor losses in the West

UNITED STATES
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SOUTHWEST
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NEW ENGLAND

FAR WEST

NORTHWEST
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many firms as in 1940 and more than 2% times as many as
in 1943.

The total number of manufacturers is currently about the
same as in mid-1950. The rise in the durable-goods sector
has been largely offset by a reduction in the number of

producers of nondurable goods. Manufacturing was the
only major industry division in which the number of operating
firms increased during World War II as a result of sharp
increases among durable-goods producers. The manufac-
turing population reached a postwar peak in 1947—about
1 3Tear earlier than the other major industry divisions—and
declined until 1950.

In 1952, as in the previous year, moderate increases in
wholesale trade, finance and service firms have balanced a
small relative decrease in the number of retail businesses.

Recent regional shifts
As the lower section of the chart shows, all regions of the

United States with the exception of the Far West and North-
west shared in the post-Korean rise of about 50,000 firms.
The small decline in the business population in the Far West
followed a period of rapid growth, from the low during
World War II to 1948, in which this region led the national
advance of almost 1 million firms.

The Southeast and Southwest have continued a better-
than-average growth since 1944. When the present busi-
ness population is compared with the number of firms in
operation in 1944, these two regions show the greatest
gains, with the Far West appearing in third place. To a
large extent the more favorable showing in the Southern
areas in the past 2 years is attributable to growth in
retail trade—in contrast to the decline in the number of these
firms in all other regions except the Middle East.

Among the major industry divisions, only manufacturing
shows a pattern of recent regional changes strikingly different
from that depicted in the chart for all industries combined.
Manufacturing firms in the Far West increased more than
in any other region (7 percent). NewT England and the
Southeast followed with 5 percent each. The number o,
manufacturers declined moderately in all other regions except
the Middle East where the number remained unchanged.

Business turnover
In 1952 the number of new businesses established was

about 5 percent greater than in the previous year, business
discontinuances were 4 percent lower, and there was prac-
tically no change in the number or rate at which firms in
operation changed hands.

More new firms were formed in 1952 than in any year
since 1947. New firm formation reached a peak in the
reconversion year of 1946 when more than 600,000 new
concerns entered the business population. The trend in
number of new businesses was downward until 1949, after
which each year has seen some increase in the number of
newly established concerns. However, about one-third fewer
firms were formed in 1952 than in the record year of 1946.

The number of discontinued businesses has varied only
moderately each year since 1948 when the readjustment of
the business population from the dislocations of World
War II had been virtually completed. About 350,000
concerns discontinued operations during 1952, while owner-
ship of about 400,000 other firms changed hands.

Employment and Labor Conditions

GCONTINUED expansion of output and further growth
of half a million in the average size of the armed forces resulted
in a rise in total employment and a reduction of unemploy-
ment in 1952. Civilian employment averaged 61.3 millions.
The increase of 0.3 million from the 1951 average was covered

by the decrease of 0.2 million in unemployment and the 0.1
million expansion in the civilian labor force.

Unemployment averaged 2.7 percent of the civilian labor
force. Except for the height of wartime activity both abso-
lutely and relatively fewer persons were out of work and
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looking for a job than in any year since compilation of these
data began in 1940.

Change from
1952 average 1951

Civilian noninstitutional population: (thousands)
14 years of age and over. _ 109, 676 700

Not in labor force 46, 710 618
Civilian labor force, total 62, 966 82

Unemployed ___ _ 1,673 —206
Employed 61,293 288

Agriculture 6, 805 - 249
Noiiagriculture 54, 488 537

The portion of the civilian noninstitutional population of
working age in the labor force averaged 57.4 percent during
the year, down 0.3 percent from the 1950 and 1951 figures.
This is a high rate of labor force participation although below
that in years of full war activity. Most of the 700,000
increase—two-thirds of them women—during the year in
the civilian population of working age did not, however,
enter the labor force. Instead larger proportions of young
civilians, both men and women remained in school in 1952
as compared to 1951, relatively more young women turned
to keeping house and somewhat larger proportions of older
persons, especially men, retired.

Shift in employment pattern

Some of the employment pattern shifts in 1952 represented
a" continuation of long range trends. Most basic of these is
the gradual shift of manpower out of raw material producing
industries into commodity fabrication and distribution. As
already shown, agricultural employment declined one quarter
million or about 3.5 percent from 1951 in continuation of the
well-established trend based on the rapid growth of produc-
tivity on the farms. Among major nonagricultural indus-
tries the largest decline occurred in those producing raw
minarals where productivity has also made especially rapid
strides. Here employment dropped 5 percent from 1951
to a level more than one-tenth below the postwar peak
reached in 1948.

Salary and wage workers
All nonagricultural industries

Employment, 1952 average
Percent change

Thousands from 1951

Manufacturing
Mining
Contract construction
Transportation and public utilities.
Trade
Finance
Service
Government, civilians

46, 865

15, 985
875

2, 546
4, 168
9,943
1, 961
4, 761
6, 628

1.00

.33
-4. 89
-.90

. 58
1. 42
4. 14
. 04

3. 72

Construction was the only other nonagricultural industry
group to experience lower employment. Manufacturing
employment, retarded at mid-year by labor-management
disputes, registered only a nominal increase for the year as a
whole but in December was three quarters of a million above
December 1951. The largest relative employment gains
occurred in the finance group which includes banking and
investment, and in government with Federal employment
up 6.3 percent, chiefly in defense agencies, and State and
local employees up 2.5 percent.

Total employment of production workers in manufactur-
ing was virtually unchanged, on a monthly-average basis,
but there were important shifts among manufacturing indus-
tries as adjustments were made to the changing pattern of
demand including the continued rise in defense production
and the accelerated buying of consumer goods. These
changes were reflected in shifts both in employment and in
length of the workweek and, of course, in total man-hours
worked (see table).

The two groups of industries that stood out above the
all-industry average with respect to man-hour expansion were
those primarily engaged in defense production, such as

ordnance and transportation equipment other than auto-
mobiles, and the consumer goods industries, such as textiles
and apparel, which had experienced a fall in demand in 1951.
Since the workweek in the former industries in 1951 was
already longer than the average for all manufacturing, the
expansion came entirely from the employment of additional
workers—59 percent more in the former industry and 29
percent more in the latter.

Expansion of work in the reviving consumer soft goods in-
dustries, by contrast, was effected largely by the lengthening
of the workweek which had been sharply reduced in the
period of falling sales from second quarter 1951 through
first quarter 1952. The workweek in the textiles, apparel,
and leather industry groups lengthened by 2 hours or more
between the final quarters of 1951 and 1952, or about 6 per-

Labor Force Developments
~ Followed Clear Cut Trends
MILLIONS OF PERSONS
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and agricultural
employment
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a new low. . . .
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since the war

1945 46 47 48 49 50 51 52
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cent, compared to the all-manufacturing average workweek
extension of 2 percent. Even with these additional hours,
however, the workweek in consumer soft goods lines at the
year end averaged considerably less than in the durable goods
industries—the differential remaining larger than is usual
for years of high activity.

Factory pay up substantially
Continuing the upward trend, the average hourly earnings

of factory workers rose 5.7 percent between the fourth
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quarters of 1951 and 1952. This was a smaller gain than
those recorded in either 1950 or 1951 but in view of the

Table 14.—Changes in Average Hourly Earnings of Manufacturing
Production Workers, Between Fourth Quarters of 1949 and 1952,
by Industry Groups

Petroleum and coal products
A utomobiles
Printing and publishing
Primary metal industries
Transportation equipment except

automobiles
Machinery except electrical _ _ -

Rubber products
Ordnance and accessories
Fabricated metal products
Instruments and related products
Electrical machinery and equipment-.
Chemicals and allied products

A l l manufactures. _ _ _ _ _

Stone, clay, and glass products . .
Paper and allied products
Food and kindred products
Lumber and wood products except

furniture
Miscellaneous manufactures. _. _

Furniture and fixtures
Textile mill products
Leather and leather products .
Apparel and other finished textile

products
Tobacco manufactures

1
>
HH

$1.803
.696
.840
.577

.608

.539

.509
1.490
1.461
1.414
1.438
1.432

1.397

1.379
1.355
1.304

1.285
1.268

1.236
1.195
1.139

1.155
1.008

C
ha

ng
e 

IV
 1

94
9 

to
 I

V
 1

95
0

$0. 087
.150
.068
.124

.088

.137

.104

.117

.128

.131

.101

.126

.122

.120

.113

.085

.110

.091

.097

.110

.087

.073

.100

C
ha

ng
e 

IV
 1

95
0 

to
 I

V
 1

95
1

$0. 113
.114
.087
.127

.129

.125

.125

.113

.102

.126

.116

.085

.107

.086

.080

.110

.099

.088

.097

.029

.059

.043

.057

C
ha

ng
e 

IV
 1

95
1 

to
 I

V
 1

95
2

$0. 164
.172
.114
.175

.131

.100

.129

.126

.105

.110

.079

.081

.092

.105

.091

.075

.054

.081

.074

.031

.059

.013

.040

1
>»— t

$2. 167
*2. 132
2.109
2.003

*1.956
1.901

1.867
1.846
1.796
1.781
1.734
1.724

1.718

1.690
1.639
1.574

1.548
1.528

1.504
1.365
1.344

1.284
1.205

Percent inc

Fourth
quarters

1949 to 1952

«t ^1
^ '3 i v'z
°53 # *qS : o

20.2
25.7
14.6
27.0

21.6
23.5

23.7
23.9
22.9
26.0
20.6
20.4

23.0

22.6
21.0
20.7

20.5
20.5

21.7
14.2
18.0

11.2
19.5

6.7
11.6

12.7

8.0
9.6

9.8
9.9
9.2

11.7
6.9
6.9

9.1

8.7
7.4

6.9
6.8

7.9
1.4
4.8

-1.3
6.1

rease

(M

2 W)

K>'3

oi
i|
>r

6.8
7.4
4.3
8.1

5.8
4.2

6.0
5.9
4.8
5.2
3.4
3.6

4.3

5.2
4.5
3.6

2.3
4.2

3.8
1.0
3.2

-0.3
2.1

*December estimated. Source: IT. S. Department of Labor, Bureau of Labor Statistics.

virtual stabilization during the year of average prices paid by
consumers for goods and services, it represented the largest
annual advance in real earnings (i. e., adjusted for changes in
consumers' prices but not for higher direct taxes) since 1949.
During the three years from the closing quarter of 1949 to
the final quarter of last year, real hourly earnings of manu-
facturing production workers rose successively 4.1, 0.5, and
4.3 percent per year for a total of 9 percent.

Reflecting in part the varying intensities of demand for
the products of the different industries, 1952 increases in
average hourly earnings, upon the basis of final quarter com-
parisons, varied widely among industries. Gains were more
than 17 cents an hour in the primary metal and automobile
industries while at the other end of the scale workers in the
apparel group received 1.3 cents more an hour and textile
workers got an additional 3.1 cents. The rise in this period
for all manufacturing averaged 9.2 cents per hour. Pay in-
creases in all major industry groups except apparel exceeded
the 1.3 percent rise in consumer prices.

The lengthening of the workweek during the year led to
some increase in the premium pay for overtime included in
the average hourly earnings of factory workers. Hence the
pay increase between the closing quarters of 1951 and 1952
of 9 cents an hour was composed of approximately 8 cents
increase in straight time and 1 cent of additional overtime.

Labor dispute losses large

Work stoppages in 1952 resulted in the direct loss of an
estimated 55 million man-days, a total surpassed only once
in the 26 years that these figures have been compiled—in
1946 when 116 million man-days were lost. The last pre-
vious year of large time losses was 1949 with 50 million man-
days of work stoppage.

Table 15.—Production Workers in Manufacturing: Employment and Hours Worked Per Week

Ordnance and accessories
Transportation equipment, except

automobiles
Leather and leather products
Automobiles--
Miscellaneous manufacturing indus-

tries
Apparel and other finished textile

products
Electrical machinery
Instruments and related products
Furniture and fixtures
Textile mill product^
Fabricated metal products

All durable goods

Paper a n d allied products _ _ _ _ _ _

All manufactures

Rubber products ._ _ _ _ _ _ _ _

All nondurable goods _

Petroleum and coal products _ _
Printing and publishing .
Primary metal industries
Tobacco manufactures _ _ _ _ _ _
Stone, clay and glass products
Chemicals and allied products.
Food and kindred products -
Machinery, except electrical
Lumber and wood products, except

furniture

1952 employment

Annual
average
(1,000)

60

64S
346
653

396

1,031
732
238
298

1, 120
808

7,299

407

12,883

216

5,584

195
513

1,078
83

455
527

1,146
1,248

685

Percent j Fourth *~
change ; quarter fr0™ T V

from average ™™ tp r
1951 (1,000) Q^95i

62.2

28.8
1.2

-9.1

-1.5

-.8
3.1
6. 7

-1.0
-5.6
-2.8

-.5

-1.2

-1.4

-2.0

0
.2

-7.0
2.5

-4.8
-1.5
-2.1

1.2

-7.6

64

684
358
733

431

1. 070
782
250
313

1. 157
858

7,690

422

13,437

226

5,747

202
524

1,173
88

465
535

1, 165
1, 250

688

28.0

20.2
11.9
11.7

11.7

4.8
9.1
8.7
6.8
1.9
6.3

5.2

2.7

3.9

3.7

2.1

2.5
1.0
1.3
2.3

-1.5
-1.1
-1.2
-.4

-4.2

Hours worked per week in 1952

Annual
average

42.9

*42.3
38.4

*40.3

41.0

36.7
41.4
41.9
41.5
39.1
41.6

41.5

42.8

40.7

40.7

39.7

40.5
38.8
40.7
38.1
41. 1
41.3
41.7
42.9

41.2

Percent
change

from
1951

-1.4

-.9
3.8
2.0

.2

1.9
0
-.7

.7

.8
-.2

-.5

~o'7

.2

.5

-1.2
0

-1.9
-.5

-1.2
-1.2

~d

Fourth
quarter
average

41.6

*42. 4
38.5

*42.0

42.3

37.4
42.2
42.8
42.4
40.6
42.6

42.3

44.0

41.5

41.4

40.4

40.8
39.3
41.7
39.3
41.8
41.8
42.0
43.1

41.6

Percent
change

from IV
quarter

1951

-6.1

-.7
6.1
5.8

3.4

5.6
1.0

2 ^ 2
6.6
1.9

1.2

3.3

2.0

2.8

-.3
1.0
.5

-.5
1.2
0
-.2

-1.2

1.7

Total man-hours worked per week in 1952

Annual
average
(1,000)

2. 574

27, 410
13, 286
26. 316

16, 236

37. 838
30, 305

9,972
12.367
43, 792
33, 613

302, 909

17, 420

524, 338

8,791

221, 685

7, 898
19, 904
43, 875
3,162

18, 701
21, 765
47, 788
53, 539

28, 222

Percent
change
from
1951

59.9

27.6
5.0

-7.2

—1.3

1.2
3.1
6.0
-.3

-4.8
-3.0

-1.0

-3.8

-1.2

-1.1

-1.5

-1.2
.2

-8.8
1.9

-6.0
-2.7
-2.5

2

—6.9

Fourth
quarter
average
(1,000)

2,662

29, 002
13, 783
30, 786

18, 231

40, 018
33, 000
10, 700
13, 271
46, 974
36, 551

325,287

18, 568

557, 636

9,356

232, 179

8,242
20, 593
48, 914
3,458

19, 437
22, 363
48, 930
53, 875

28, 621

Percent
change

from IV
quarter

1951

20.2

19.4
18.7
18.2

15.5

10.7
10.1
9.5
9.1
8.6
8.4

6.4

6.0

5.9

5.4

5.0

2.3
2.0
1.8
1.8

—.3
— 1.1
— 1.4
-1.6

-2.5

*December estimated. Source: U. S. Department of Labor, Bureau of Labor Statistics.
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