
Changing Patterns
in Economic Expansion

A Review of 1956

1 HE NATIONAL economy expanded further in 1956,
with the physical volume of production for the year exceed-
ing the previous record set in 1955.

Along with the increase in real output, there occurred in
1956 an upturn in the general price averages that followed
a 4-year period in which they were virtually stable. The
emergence of price rise last year stemmed from peak overall
demand in the economy combined with generally increasing
costs of production.

Comparison of Real and Current Dollar
Gross National Product
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At $412 billion, the value of gross national product in
1956 was $21 billion larger than in 1955. About half of
this expansion was accounted for by higher prices. The
advance in volume of production was on the order of 2%
percent. This prime fact is recorded in the special series
on "gross national product in constant dollars", which re-
moves the influence of price changes from the gross national
product current-dollar figures and provides the best available
measure of the economy's growth.

Continuation of the business uptrend in 1956 brought a
sizable increase in employment. The total number of em-
ployed persons in the civilian labor force averaged 65 million
—1.8 million more than in 1955. Unemployment remained
low, and differed little from the 1955 average either in num-
ber or as a proportion of the civilian labor force.

Last year's increase in civilian employment was on an
approximate par with that which occurred in 1955, which in
turn followed a decrease of about 1 million from 1953 to
1954. It is to be noted, however, that the Census Bureau
surveys indicate that a large part (roughly one-half) of the
1956 gain was in the part-time work force, and was concen-
trated among persons who preferred to work relatively short
hours.

Tapering of rise in real output

The advance which projected the economy to a new high
position in 1956 was less than that which had occurred the
year before. The 2%-percent rise in real national output
compares with the 7-percent increase from 1954 to 1955.
With regard to the differential movement within the 2 years,
current-dollar gross national product increased 9 percent
from the last quarter of 1954 to the same period of 1955, and
5K percent over the subsequent year. Moreover, it would
appear that expansion in the real volume of goods and services
accounted for a very large part of the current value increase
during 1955, but for considerably less than half of it during
1956.

Several aspects of the less rapid advance of real national
output in 1956 than in 1955 may be noted.

(1) During much of 1955 the economy was recovering
from the preceding downward readjustment, whereas in 1956
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there was virtually full utilization of resources throughout the
year. In the business upturn that started around the fall of
1954, absorption of the unused resources and additional
capacity that had become available in the readjustment led
to an exceptionally rapid expansion of production throujl*
the first half of 1955. During the latter months of that year
the production growth rate slackened somewhat with the
economy's approach to peak-volume operations (and, con-
currently, price pressures intensified).

(2) Overall demand in 1956, while at a record rate, was
affected by cross-currents which brought contractions in
some segments.

(3) The lesser rise of total real output in 1956 than in the
previous year evidently was accompanied by a reduced rate of
gain in output per man-hour. The gain in productivity
which occurred from 1954 to 1955, it may be recalled, was
quite pronounced. This was due partly to the upswing from
recession lows of output in the hard goods industries, where
output per man-hour is relatively high.

Mixed movements in final demand

Three highlights of economic developments in 1956 have
been noted: the rise in total real output to a new high, the
upturn in prices, and the tapering of the advance in output.

Another feature of the 1956 business scene was the emer-
gence of mixed movements among components of total pro-
duction and income. This reflected, in large measure, a two-
fold development: (1) Both automobile production and resi-
dential building (together with supporting activities) fell off,
after having contributed substantially to the pervasive busi-
ness upsurge from 1954 to 1955; and (2) a further expansion
of other demand and output — marked by shifts in the tempo
of a few key segments — kept the economy moving ahead.
During 1956, this expansion of "other" gross national prod-
uct was fairly steady in terms of the current dollar figures
(see chart), although allowance for price increases would
dampen it considerably.

About 7 million passenger cars and trucks were produced
in 1956. This was almost 2y2 million less than in 1955 but
was exceeded in only 2 other years. Of further note, auto-
mobile sales fell less from 1955 to 1956 then production, which
included a wide swing in inventory position. As recorded in
the gross national product, automotive production dropped
by $6 billion, or 25 percent, whereas the decrease in auto
purchases by consumers and business — though large — was
around $3K billion

As compared with the 1950 peak of 1.4 million, housing
starts declined from 1.3 million in 1955 to 1.1 million in 1956&

The value of residential construction was down relatively
less — 8 percent — chiefly because of rising construction
costs, a trend toward larger and more expensive-type houses,
and an increase in additions and alterations.

Business plant and equipment expenditures advanced
strongly throughout 1956, and for the year as a whole were
one-fifth larger than in 1955. In a year when some sizable
elements of total demand either slackened or declined, the
sustained rise in business capital spending was a key factor
in the business situation. It had direct impact upon a large
segment of industry and was an important stimulus to the
flow of individual incomes. Foreign trade also contributed
to business expansion in 1956, with export demand up
substantially over 1955. *

Consumer spending for nondurable goods and services,
which accounts for well over half of the gross national
product, kept pace with the sizable (6 percent) advance in
disposable income from 1955 to 1956. Outlays by con-
sumers for durable goods registered a marked decline. ThisDigitized for FRASER 
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was concentrated in the auto category, although purchases
of some types of household goods also were lower last year.
The rise in the rate of personal saving that occurred from 1955
to 1956 was associated, it seems evident, with the decline in
consumer expenditures for durables.
w Federal Government expenditures for goods and services
were relatively stable for 1956 as a whole, but an upward
movement developed in the latter part of the year. Pur-
chases by State and local governments advanced by more
than $2% billion from 1955 to 1956, in continuation of a
postwar uptrend deriving from the provision of schools,
highways, and other requirements of a growing population.

Employment in nonagricultural industries
Changes by industry exhibited considerably more diversity

during 1956 than in the year before. This stemmed from
the differential industrial impact of two broad developments
already discussed: the economy's transition from recovery to
sustained high-level activity and the occurrence last year of
mixed movements in the demand for national product. A
few highlights of industrial shifts in 1956 may be brought
out by reference to the BLS estimates of employment in
nonagricultural establishments.

From year end to year end, total nonagricultural employ-
ment increased about 2 million in 1955 and 1 million in 1956.
The 1955 rise was about equally divided between manu-
facturing and other industries; the 1956 rise, on the other
hand, was concentrated almost wholly in nonmanufacturing.

The advance in factory employment during 1955 was
broadly based. Almost all of the 22 major types of man-
ufacturing industries shared in the general advance, though
in varying degree. In 1956, changes in factory employment
were featured by strong gains in the machinery groups, which
were operating under heavy demand for producers' equip-
ment; a sizable decline in the automobile industry; decreases
in a number of other groups, including mainly textiles,
apparel, lumber, rubber, and leather; and further advances
in transportation equipment (except autos), printing and
publishing, chemicals, and paper. On balance, manufactur-
ing employment during the year 1956 advanced somewhat
in the durable-goods segment and declined a little in the
nondurables.

Most major nonmanufacturing industries recorded em-
ployment gains during 1956 roughly similar to those in the
preceding year. Principal exceptions were furnished by
the transportation industry, in which employment was down
slightly last year following a considerable increase during
1955, and retail trade, where the overall rise in 1956 was
slowed by a reduction of employment in durable-goods
stores (mainly automobile dealers). It is noteworthy that
employment in the contract construction industry moved up
again in 1956, as marked advances in industrial and com-
mercial building and highway construction outweighed the
effects of reduced activity in housing.

Movements in earnings divergent
The various types of earnings comprising the national

income registered rather divergent movements from 1955 to
1956. Compensation of employees, nonfarm proprietors'
income, and interest all increased; corporate earnings and
farm proprietors' income were approximately unchanged
(the stability in the latter checking a 4-year decline); and
t(% rental income of persons declined moderately.

Employee compensation was up 7 percent from 1955 to
1956, as compared with the advance of 5% percent in total

national income. Both employment and wage rates in-
creased, whereas average working hours showed some de-
cline. Despite this decline, average annual earnings per
employee went up 4% percent from 1955 to 1956. Average
earnings contributed about two-thirds of the overall in-
crease in payrolls, and employment about one-third.

Corporate earnings, the most volatile element of national
income, had dropped rather sharply on a before-tax basis
from 1953 to 1954 and then had risen strongly during the
1955 recovery and expansion. They declined from the 1955
year-end peak in the first 3 quarters of last year before
registering a sizable upturn in the final quarter.

Associated with these swings in total corporate profits
were wide fluctuations in the ratio of profits to sales. Profit
margins recovered, as might be expected, during the 1954-55
expansion but then declined last year as corporate costs
increased faster than dollar sales volume.

This latest decline in the ratio of corporate profits to
sales reflected in large part the special circumstance of sharp
fluctuations in automobile demand. But there was an
evident narrowing of margins in numerous other industries
as well.

Prices turn upward

The background of the 1956 price rise, as already noted,
was a 4-year period in which the general price averages had
manifested little variation. The monthly consumer price
index last year averaged IK percent higher than in 1955,
and that of wholesale commodity prices was up almost 3%
percent. Within the year (from December 1955 to Decem-
ber 1956) consumer prices went up 3 percent and wholesale
prices 4% percent. (See table 1.)

At wholesale, industrial prices rose throughout the course
of last year in continuation of a steady advance dating from
mid-1955. In the latter half of 1955, the rise in the industrial
category was offset in the all-commodity index by declines in
the prices of farm products and processed foods. During
1956, however, farm and food prices advanced about as
much as industrial prices, although their average for the
year as a whole differed little from 1955.

This reversal in the movements of farm and food prices
occurred during a year in which farm production edged up to
a new record. The pressure of farm supplies upon the mar-
ket in 1956 was moderated by an accelerated program of
disposition of surplus stocks through noncommercial domestic
and foreign channels. Support prices for some important
products were raised in the spring of 1956. Also, the marked
rise in consumer income was accompanied by increased
demand which, in combination with the moderately improved
supply situation, led to higher farm and food prices.

For industrial commodities as a group, a number of
influences exerted upward pressure on prices in the general
setting of high income and demand. These included ex-
ceptionally strong demand in some areas, notably machinery
and other producer equipment; advances in the cost of basic
materials, affecting a broad array of products; and wage
rate increases that in most segments of the economy were
larger than in 1955 whereas productivity gains were evidently
reduced.

The advance in wholesale prices of industrial commodities
during 1956 was rather general. Of the major commodity
groups, only rubber and lumber registered declines. As
shown by the chart, increases were largest in machinery and
motive products (8 percent) and metals and metal prodi&cts;
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(6 percent). Roughly similar advances had occurred in these
groups during 1955.

The wholesale price rise in 1956 extended to each of the
broad economic classes of products—raw materials, inter-
mediate products, and finished goods—and to each of their
major subgroups. Increases during the year in these sub-
groups were largest in fuel (6 percent) among the raw
materials; in components for manufacturing (8 percent)
among intermediate products; and in producer goods (9
percent) among finished products.

Consumer prices began to pick up in the spring of 1956.
Food prices turned upward, reversing the declining trend
they had followed during 1952-55. Rents and other serv-
ice prices continued to rise. The retail price advance in

Wholesale Prices
Industrial prices continued to rise and foods and
farm products turned upward in 1956
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1956 was general, and by year end all major categories of
the consumer index were higher than a year ago—in most
cases, by a proportion roughly similar to the overall rise of
3 percent.

Rents, transportation, medical care, and most other types
of consumer services, it may be added, have recorded suTA
stantially larger price increases than commodities over the
postwar period. On the whole, however, service prices still
lag behind commodity prices in terms of prewar relationships.

Tightening of the money market
Financial developments in 1956 were dominated by a

strong advance in total investment spending by the private
economy, a continuing Federal surplus, and Federal Reserve
restraining actions.

As recorded in the national income and product accounts,
gross investment was up $6K billion from 1955 to a new high
of $67 billion. With only a small rise in gross business
saving, the higher capital requirements were financed by
increases in individual saving and government surplus.

Throughout 1956, investment demand tended to exceed
the flow of savings, and pressures on financial recources
became accentuated. Interest rates, already on an uptrend
in 1955, continued to rise in 1956 and ended the year at
new highs for the postwar period. There was some offsetting
improvement in the terms of equity financing, and the pro-
portion of stock issues to total security offerings was main-
tained at the postwar high reached in 1955.

The monetary authorities maintained a steady pressure on
commercial banks in an effort to contain the volume of credit
expansion, and the banks, in order to supply their customers'
demands for capital funds, further reduced their holdings of
United States Government securities and borrowed somewhat
more heavily at the Federal Reserve. The cost of the latter
funds was twice raised in the course of the year to discourage
use of this source of bank reserves.

As a result of these restraints, expansion of the total money
supply was considerably dampened in 1956. With the Gov-
ernment's fiscal position permitting a withdrawal of $6K
billion of Federal securities from private ownership, the total
supply of liqaid assets in the hands of the public—currency,
bank deposits, and United States securities—fell from 1955 to
1956. This was the first such reduction since the early post-
war period.

The impact of tight money conditions was perhaps most
noticeable in the reduced availability of federally supported
mortgage funds, a factor in the lower volume of residential
construction in 1956. While conventional mortgage financing
was maintained at about the 1955 pace, new FHA-VA loans
were down substantially from 1955 to 1956. In a move to
bring FHA interest charges more in line with market condi-
tions, the permitted maximum was raised one-half of a per-
centage point in December, and the President early in 1957
proposed legislative action along similar lines for VA loans.

Even though credit availability in 1956 did not appear to
have limited seriously the volume of business investment
generally, the effect of tightness in the money and capital
markets was evident in the reduced liquidity of business
firms. In order to finance their higher investment programs,
corporations drew heavily on cash reserves. When con-
sidered in relation to requirements, these liquid assets were
by year end at the lowest point of the postwar period but
about in line with prewar norms for years of high-level
business activity. The impact of reduced liquidity, g^f
course, varied among different segments of business because
of the disparity in ownership of liquid resources.
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Situation at year end

Business activity was at a sustained high rate as 1956
drew to a close. Gross national product, personal income,
consumer spending, and other major dollar measures were
9p 3-6 percent from a year earlier. However, with higher
prices an important contributing factor, the gains in real
terms were more limited. Prices at both wholesale and
retail were still rising at the end of last year.

Within the overall picture of record activity at year end,
trends in key segments of final demand were divergent and
in some cases showed significant shifts from the yearly
pattern.

Business investment schedules indicated that plant and
equipment expenditures in the first quarter of 1957 would
roughly approximate the fourth-quarter 1956 total—with
gains among industries decidedly more selective than in the
strong upward movement during 1955-56. Federal pur-
chases, on the other hand, had shown a pickup in the latter
half of 1956, and a further projected rise was indicated by
the President's January budget document. State and local
outlays continued to move upward in line with the recent
trend.

Retail sales were steady at the close of the year, supported
by a record flow of individual incomes. Foreign trade

remained high, although it appeared likely that any further
expansive effects of exports upon the domestic economy
would be less than in the past year.

Residential building declined somewhat from the third to
the fourth quarter of 1956, and the latest monthly informa-
tion indicates a further downdrift. Commercial and indus-
trial building also showed some easing, whereas public con-
struction advanced. Business inventory accumulation in the
aggregate proceeded at a fairly even rate (seasonally ad-
justed) during 1956, and at year-end stocks did not in gen-
eral appear excessive in relation to current sales and order
backlogs.

Gross national product for the fourth quarter reached a
seasonally adjusted annual rate of $424 billion. To a con-
siderable degree, the advance over the third quarter reflected
higher prices. For interpretation, it should also be noted
that a large part of the final-quarter advance came from a
swing in automotive inventories as the industry turned to
production of the 1957 models. As measured in the gross
national product, auto production had leveled out in the
third quarter of 1956, after having been curtailed sharply
below the reduced sales in order to lower inventories of new
cars and parts from the excessive volume reached early in
the year.

Table 1.—Consumer and Wholesale Prices

[1947-49=100]

Consumer price index
A l l items _ _ _ _ _ _

Apparel _
Food
Housing

Gas and electricity _ _
Housefurnishlngs _ __
Rent

Medical care
Personal care _
Reading and recreation _ _ _ _
Transportation
Other goods and services

Wholesale price index

All commodities

Farm products __ _ _
Food, processed

Commodities other than farm products and
foods

Chemicals and allied products
Fuel, power, and lighting materials
Furniture, other household durables
Hides skins, and leather products

Lumber and wood products
Machinery and motive products
Metals and metal products
Nonmetallic minerals, structural

>, Pulp, paper, and allied products _ _ _
Rubber and products _ _
Textile products and apparel
Tobacco manufactures and bottled bever-

ages _ _ _
Miscellaneous

I960

102.8

98. 1
101.2
106. 1
102.7
100.3
108.8

106.0
101. 1
103.4
111. 3
105.2

103.1

97.5
99. 8

105. 0

96. 3
103.0
105.3
104. 6

113.9
108. 6
110. 3
106.9

100.9
120.5
99.2

103.5
96.6

1951

111.0

106.9
112.6
112. 4
103. 1
111.2
113. 1

111. 1
110.5
106.5
118.4
109.7

114.8

113.4
111. 4

115.9

110.0
106.7
114. 1
120.3

123.9
119.0
122. 8
113.6

119.6
148.0
110. 6

109.4
104. 9

1952

113.5

105.8
114.6
114.6
104.5
108.5
117.9

117.2
111.8
107.0
126. 2
115.4

111.6

107.0
108. 8

113.2

104.5
106. 6
112.0
97.2

120.3
121. 5
123. 0
113.6

116.5
134.0
99.8

111. 8
108.3

1953

114.4

104.8
112.8
117.7
106.6
107.9
124. 1

121. 3
112.8
108.0
129.7
118.2

110.1

97.0
104. 6

114.0

105.7
109.5
114.2
98.5

120.2
123.0
126.9
118.2

116. 1
125. 0
97.3

115. 4
97.8

1954

114.8

104.3
112.6
119. 1
107.9
106. 1
128.5

125.2
113. 4
107.0
128.0
120. 1

110.3

95.6
105.3

114. 5

107.0
108. 1
115. 4
94. 2

118.0
124.6
128.0
120. 9

116.3
126.9
95.2

120. 6
102.5

1955

114.5

103.7
1HX9
120.0
110.7
104. 1
130.3

128.0
115.3
106.6
126.4
120.2

110.7

89.6
101.7

117.0

106. 6
107.9
115. 9
93.8

123.6
128.4
136.6
124. 2

119.3
143.8
95.3

121.6
92.0

1956

116.2

105.5
111.7
121.7
111. 8
103.0
132.7

132.6
120.0
108. 1
128.7
122. 0

114.3

88.4
101.7

122.2

107. 2
111. 2
119. 1
99.3

125.4
137.8
148.4
129.6

127.2
145.8
95.3

122.3
91.0

December
1955

114.7

104.7
109.5
120.8
111. 5
103. 4
131. 1

130.2
117.9
106. 8
127.3
120.6

111.3

82.9
98.2

119.8

106. 6
109.3
117. 3
96.7

125. 1
133.0
143.9
125. 4

123.6
151. 0
95.6

121.7
88.8

December
1956

118.0

107.0
112.9
123.5
112.0
104. 1
134. 2

134. 7
121. 8
109.3
133. 1
123. 3

116.3

88.9
103. 1

124.7

108.3
114.0
121.2
99.2

121.0
143.6
152.3
131.3

128.0
147.9
95.6

123.6
91.7

Percentage change

1955 to
1956

1.5

1.7
.7

1.4
1.0

-1. 1
1.8

3. 6
4. 1
1. 4
1.8
1.5

3.3

-1.3
0

4.4

. 6
3. 1
2.8
5.9

1.5
7.3
8. 6
4.3

6.6
1. 4
0

.6
-1.1

December
1955 to

December
1956

2.9

2.2
3. 1
2.2
.4
.7

2.4

3.5
3.3
2.3
4.6
2.2

4.5

7,, 2
5.0

4. 1

1.6
4.3
3. 3
2.6

-3. .3
8J>
5. ,8
4.7

3.6
-2. 1

0

1.6
3.3

Source: U. S. Department of Labor, Bureau of Labor Statistics.
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

February 1957



National Income
and Product in 1956

J_ HE GENERAL course of business developments outlined
in the preceding section can be seen best in detail within the
framework of the national income accounts. The gross
national product at $412% billion was 5% percent higher than
the year before. This rise compares with a gain of 8%
percent in 1954-55, when the economy was recovering from
the 1953-54 decline.

The pattern of demand in 1956 featured gains in both
investment and consumption. Total government pur-
chases, which had shown little change from 1954 to 1955,
turned upward. (See chart.)

Plant and equipment outlays rose sharply from 1955 to
1956, as did our foreign business; in both cases the advances
were substantially larger than those in the preceding year.
The acceleration of growth in these was partially offset,
however, by a decline in residential construction. In
addition, there was extensive liquidation of auto inventories,
and nonauto inventory accumulation showed comparatively
little further expansion after the general liquidation in
1954 had changed to a substantial rise in 1955. Total
new investment rose less last year than the year before.

Slackening demand for autos in 1956 was also reflected
in personal consumption expenditures, the total of which
likewise showed a tapering in the rate of growth. Exclusive
of automotive purchases, which were substantially reduced,
the dollar increase last year over 1955 was somewhat larger
than that recorded from 1954 to 1955.

Last year's developments in autos and residential con-
struction are summarized in the perspective of the gross
national product in the accompanying table, which shows a
1955-56 decline of $7% billion in these components contrast-
ing with an advance of $29 billion in other output.

Increase in volume of output

About one-half of the 1956 increase in the value of gross
national product represented an expansion of physical vol-
ume. After allowance for price increases, the 1955-56 ex-
pansion was much below the one recorded a year earlier.
(See table 3.) The rise in total man-hours worked was
somewhat smaller than that of 1954-55, due mainly to a
moderate decline in the length of the average workweek,
which had increased the year before. In addition—although
it is difficult to measure such changes precisely, especially
from preliminary data—a rather general tapering in the rise
of output relative to man-hour input is suggested for the
economy as a whole as well as for portions covered by indus-
trial production indexes and other measures of output.

As has frequently been stressed in the SURVEY, the output-
man-hour ratio depends on the quantities and qualities of
capital as well as labor, and on the effectiveness with which

they are combined and utilized. This effectiveness, of course,
is much influenced from year to year by the prevailing condi-
tions of demand and capacity. For example, the growth of
output per man-hour was checked in 1956 in certain areas
where sales declined more sharply than employment. Again,
the ratio may have been unfavorably affected in a number
of the lines where last year's demand rise was concentrated,
as production in these crowded the limits of output capacity.

Increases in Major Components of
Gross National Product, 1955 to 1956

BILLIONS OF DOLLARS

5 10 15 20

Personal Consumption
Expenditures

Investment

Government Purchases

PERCENT
10 15 20

Personal Consumption
Expenditures

Investment

Government Purchases

Total Gross
National Product

U. S. Department of Commerce, Office of Business Economics 67.4.4
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Rise in income and consumer purchasing power
The national income, representing aggregate earnings from

current production, moved up to $342 % billion, paralleling
£ie rise in the market value of output. The bulk of the ad-
vance came in employee compensation, which about matched
its 1954-55 rise of $16 billion. In contrast, corporate profits
were apparently unchanged last year after having risen $8
billion or one-fourth the year before.

The advance in average hourly pay rates, which was some-
what sharper from 1955 to 1956 than in the prior period, was

Table 2.—Changes in GNP and in National and Personal Income

[Billions of dollars]

Table 3.—Gross National Product or Expenditure in Constant Dol-
lars and Implicit Price Deflators for Gross National Product,
1953-56

Gross national product

Automotive gross prod-
uct 1

Residential construction _ _

All other _ _

National income

Compensation of employ-
ees

Corporate profits and TVA_

All other

Personal income.

1955

390.9

24.7

16.6

349. 6

324.0

223. 2

40. 9

59. 9

306.1

1956

Year

412.4

18.6

15.3

378.5

342.4

239. 1

40.9

62.4

325.2

4th quarter,
seasonally
adjusted
annual

rate

423.8

22.5

14.9

386.4

(2)

245. 5

(2)

64. 1

333.2

1955-56 change

Billions of
dollars

21.5

-6. 1

-1.3

28. 9

18.4

15.9

0

2. 5

19.1

Percent

5.5

-24,7

-7.8

8.2

5.7

7. 1

0

4.2

6.2

1. Final sales plus automotive inventory change.
2. Not available. Estimates for the full year 1956 assume a rise in profits from the third

quarter to the fourth.

the chief factor in the growth of total employee earnings last
year. Taken together with the tapering of gains in output
per man-hour, it also involved an increase in average unit
costs. Only part of this increase was passed on in higher
prices; the remainder was absorbed by business and was a
major factor in the observed flattening of profits.

This pattern of income change had important effects on
the relative flows of purchasing power to the various broad
groups of buyers in the national market.

Dividends having continued upward, personal and dis-
posable income increased by about the same amounts last
year as from 1954 to 1955, personal income again advancing
$19 billion and disposable income $16 billion.

Thus consumer purchasing power was shielded from the
effects of last year's slowdown in the growth of the national
income and product, each of which increased nearly one-
third less in 1955-56 than in 1954-55. Since consumers
generally spend a large part of their disposable income, main-
tenance of the previous growth rate in such income was an
important factor making for extension of the uptrend in
personal consumption expenditures.

» As can be seen from table 4, the slowdown of income and
product expansion was reflected entirely in a lessened rate of
rise in business gross saving and Government net receipts.
Business investment outlays and total governmental expendi-
tures were largely dominated by other factors in this period,

Item

Gross national product

Personal consumption expenditures_-_
Durable goods. .
Nondurable goods
Services

Gross private domestic investment
New construction. .
Producers' durable equipment
Change in business inventories

Net foreign investment

Government purchases of goods and
services

Federal
State and local

Gross government product *

Other gross product 2

Gross national product
in constant dollars
(billions of 1947 dol-
lars)

1953

305.3

197.4
26.7

105.4
65.3

38.5
19.8
19.0
-.3

-.3

69.6
51.1
18.5

24.6

280.7

1954

300.8

200.8
26.9

106.6
67.3

37.7
21.5
17.5
-1.3

1.2

61.2
41.0
20.1

24.0

276.8

1955

322.4

215.2
32.5

112.1
70.7

46.7
24.8
18.2
3.7

1.2

59.3
37.8
21.5

23.8

298.6

1956

330.3

221.1
30.7

116.3
74.1

47.4
24.0
20.6
2.8

2.7

59.0
36.8
22.2

24.0

306.3

Implicit price deflators
for gross national prod-
uct (index numbers,
1947 = 100)

1953

119.0

116.8
111.7
112.9
125.0

130.1
127.8

121.2
116.3
134.6

128.9

118.1

1954

119.9

117.8
109.1
113.4
128.2

129.6
128.2

125.1
119.1
137.3

134.1

118.7

1955

121.2

118.0
109.9
112.6
130.4

132.1
130.3

129.6
123. 7
140.1

142.4

119.5

1956

124.9

120.2
110.7
114.2
133.5

138.1
139.3

135.3
127.7
148.0

149.5

122.9

1. Compensation of general government employees.
2. Gross national product less compensation of general government employees, i. e., gross

product accruing from domestic business, households, and institutions, and from the rest
of the world.

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

however, and in the aggregate were apparently not much
influenced by the changes shown in the table.

Because of the way in which it was distributed among
buyer groups, last year's income increase thus had a rela-
tively pronounced effect on the total of market demand.
This situation was in contrast to those of 1954 and 1955,
when the distribution of the income changes was such as to
cushion their impact on total demand. (See February 1955
and February 1956 Annual Review Numbers of the SURVEY.)

Prices rise—credit expansion restrained
Price pressures stemmed from both the cost and demand

sides, and were somewhat more marked in 1956 than the
year before. The overall index of final-product prices
increased 3 percent, as compared to the advance of around

Table 4.—Personal, Business, and Government Receipts from
Gross National Product, 1953-56

[Billions of dollars]

Persons' disposable income__

Business gross saving 1

Government net receipts2

Statistical discrepancy

Total receipts from
gross national prod-
uct

1953

250. 2

32.8

77.6

2.6

363.2

1954

254. 4

34. 8

69.6

1.8

360.7

1955

270. 6

39.5

79.0

1.8

390. 9

1956

286.7

40. 9

83.9

.9

412.4

Changes

1953
to

1954

4.2

2.0

-7.9

-.8

-2.6

1954
to

1955

16.2

4.7

9.3

.0

30.2

1956
to

1956

16. 1

1. 4

4.9
Q

21. 5

1. Undistributed corporate profits, corporate inventory valuation adjustment, capital
consumption allowances, and excess of wage accruals over disbursements.

2. Tax and nontax receipts (including contributions for social insurance) net of transfer
payments, interest, and subsidies less current surplus of government enterprises.
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1 percent from 1954 to 1955. The rise was most pro-
nounced in the markets for investment goods, where demand
was particularly active, but extended also to commodities
and services the demand for which was less insistent.

Developments in agriculture, as well as the general de-
mand and cost trends described above, contributed to the
relative acceleration in the rise of prices last year. The
four-year downdrift of farm prices, which had helped to
counteract price advances in various areas of the economy
through 1955, was checked in 1956. The overall growth in
the volume of farm output slowed last year, and the buildup
of Commodity Credit Corporation holdings, which had per-
sisted for several years, was checked as sales abroad were
expanded. Domestic consumption of farm products con-
tinued to rise with the uptrend in consumer income, and the
composition of output last year seems to have been better
adjusted to that of demand in a number of important cases.

The demand and price advances recorded in the national
economy last year occurred in spite of a tightening of credit
and marked increases in interest rates. The factors under-
lying these developments included the increased reliance of
business on outside suppliers of capital funds and a moder-
ately restrictive policy on the part of the monetary author-
ities.

Business gross saving being up substantially less than
investment outlays, the financing of the latter intensified
the general competition for funds available through the
money and capital markets. With commercial bank excess
reserves low, and recourse to borrowing from the Federal
Reserve Banks discouraged by the raising of rediscount rates
during the year, the average volume of currency and demand
deposits outstanding rose only a little more than 1 percent
from its 1955 level. The velocity of circulation, however,
increased significantly, as is evidenced by the considerably
greater relative expansion recorded in the money value of
the gross national product.

Trend up during year

The expansion of gross national product in the early part
of 1956 was comparatively slow, as automotive output and
residential construction contracted to offset much of th|k
growth which continued elsewhere in the economy. The
expansion of the national income total was similarly limited,
with corporate profits turning down.

Both product and income showed somewhat more pro-
nounced increases after the first quarter. Gross national
product in the final quarter of 1956 was at an annual rate of
$424 billion, up $10 billion from the third quarter. Over
half this gain was in automotive output—auto sales plus
inventory change—and nearly $4 billion of it reflected the

[Seasonally adjusted annual rates in billions of dollars]

Year and quarter

1955-IV _ - _
1956-1

II
III
IV

Gross
national
product

401. 9
403. 4
408. 3
413. 8
423. 8

Less:
Inventory

change

6. 1
4. 1
3. 5
2. 0
4. 1

Equals:
Final

purchases

395. 8
399. 3
404. 8
411. 8
419. 7

swing, on a seasonally adjusted basis, from automotive in-
ventory liquidation in the third quarter to substantial
accumulation in the fourth.

This and other inventory fluctuations accounted for much
of the irregularity in the quarterly movement of the gross
national product throughout the year. As indicated by the
accompanying text table, the growth of final purchases was
much more steady from quarter to quarter than was the
rise in production.

Shifts in the Composition of National Output

THE SHARPEST relative advance last year, as from 1954
to 1955, occurred in investment expenditures. Consumption,
however, again accounted for over half the increase in total
spending for goods and services.

CONSUMER BUYING

Personal consumption expenditures last year totaled $266
billion, up nearly $12 billion, or 4}£ percent, from 1955 and
up $29 billion from 1954. The seasonally adjusted annual
rate for the final quarter of the year was $11% billion above
the fourth quarter of 1955.

The expansion in total consumer outlays from 1955 to
1956 was partly a reflection of higher prices, though over half
the advance represented an expansion in the real volume of
consumption. Keal consumption continued its postwar rise
last year on a per capita basis also, though at a lesser rate
than in 1955.

Last year's growth in consumer outlays stemmed from a
further rise of $16 billion in disposable personal income from
its previous peak. In 1955, the effects of a similar advance
in income had been reinforced by a tendency to spend more
freely and in many cases to supplement current income by
large borrowing. Last year total spending declined in relation
to income, reflecting the swing in consumer purchases of auto-
mobiles, which was accompanied by some reduction in
borrowing for that purpose. Otherwise, the overall income-
spending pattern was stable from 1955 to 1956.

Consumers saved more
r

The check to further expansion in the rate of new borrow-
ing was reflected in the composition of personal saving,
viewed as the increase in assets less the increase in debt.
While new installment loans made last year totaled only
fractionally more than the year before, repayments of install-
ment credit increased at about the same rate as from 1954Digitized for FRASER 
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to 1955, and the net rise in consumer debt outstanding
slowed to around half the 1955 rate.

Other changes in the composition of personal saving
mirrored the strong demand by corporations and State and
local governments for investment funds beyond those avail-
able from their current revenues. In helping to meet these
demands, individuals built up their security holdings much
more rapidly than during 1955.

In the face of sharpened competition for the loan funds
available, home mortgage borrowing and loan-financed in-
vestment in new dwellings slowed. Individuals invested
about as much of their own current saving in the purchase
of housing last year as the year before, it may be noted.

Durable sales off

Personal consumption expenditures for durables, which
were down more than $1% billion last year, took about 12
percent of the year's disposable personal income as against
13 percent—a 5-year high—in 1955. The reduced buying
of durables reflected a $2% billion drop in auto purchases,
which were lower throughout 1956 than in corresponding
periods of 1955 and especially so in the second and third
quarters of last year. Household furniture and equipment
outlays were up in 1956; the rise was smaller than the year
before, however, and there was relatively little increase
from quarter to quarter. The portion of the demand asso-
ciated with new residential construction activity tapered.
Consumer purchases of other durable goods were also up
from 1955, though the markets for individual products
softened in some cases.

Consumer income
Spending and Saving

BILLIONS OF DOLLARS

350

300

250

200

150

100

50

DISPOSABLE PERSONAL INCOME

SERVICE EXPENDITURES

\ SAVING *^^ , *
\ \ ...\ I i ^ \ \ 1. j .1 1 > \ .*....

1953 1954 1955 1956
QUARTERLY TOTALS, SEASONALLY ADJUSTED, AT ANNUAL RATES

U. S. Department of Coi

414858—57-

:e, Office of Business Economics 57-4-5

Outlays for nondurable goods and services together took
about the same percentage of disposable income last 3^ear
as in 1954 and 1955, a dip in the nondurables percentage
about balancing a rise in that going into services. Expendi-
ture for nondurable^, at $133 billion, was $6/£ billion, or
5% percent, above 1955. Food and clothing outlays, up 5
percent, accounted for the bulk of the increase. The
larger part of this rise represented an expansion in physical
quantities consumed, the advance in food prices in partic-
ular having contributed relatively little. Most other
broad groups of nondurable commodities showed compara-
ble percentage gains last year. The outstanding increase
was for gasoline and oil—up nearly one-tenth in 1956—
reflecting marked advances in consumption as well as higher
prices.

Consumer spending for services was up 7 percent, to a
total just under $100 billion. As in the case of nondurable
goods, the expansion was widespread among the component
items, and price gains were general; the latter seem to have
contributed slightly more to the overall rise in sales of
services than in the case of nondurables. Volume increases
were noted in household operation, in housing, and in a
variety of other service items.

INVESTMENT DEMAND

Gross private domestic investment reached a record $65
billion in 1956. There was a sharp expansion in business
outlays for fixed capital goods (see chart). Kesidential con-
struction activity was lower last year than the year before,
and there was little change in. the rate of inventory accu-
mulation.

The value of residential construction activity in 1956, at
$15% billion, was more than $1 billion below the 1955 total.
Most of the decline occurred in the final quarter of 1955
and the first quarter of 1956, with some further weakening
indicated toward year end.

Business fixed investment up sharply

The increase in business fixed investment was one of the
principal expansionary forces last year, accounting directly
for about 30 percent of the overall increase in gross national
product as against one-tenth in 1955. This investment in-
creased from quarter to quarter throughout 1956. Business
plans for the first quarter of 1957 indicated no substantial
further change in the overall rate of spending for plant and
equipment.

Around a third of the rise in capital expenditures seems to
have reflected higher prices. While a considerable part of
the real increase went to replace existing plant and equip-
ment, 1956 investment also involved a large net addition to
the productive capacity of American business.

Fixed investment expanded in 1956 despite a slowing in
the growth of the current flow of capital funds from internal
sources and higher costs of borrowed money. Corporations
drew heavily on their liquid reserves as analyzed in a subse-
quent chapter.

Rise in durables manufacturing investment

Last year's rise in plant and equipment outlays was gen-
erally sharp in durables manufacturing. The largest single
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element in the $7/2 billion of investment shown by the Com-
merce-SEC Plant and Equipment Survey for durables manu-
facturers was accounted for by the auto industry, which
laid out more than $1% billion for new plant and equipment.
This industry also showed the largest increase, over $% bil-
lion, from 1955.

The iron and steel industry was second among the durables
in the size of its investment last year, which totaled over
$1 billion, and also in the size of its increase from 1955.
Together the two machinery groups about, matched the auto
industry in total with a rise of nearly $/•> billion. The
relative rise was especially sharp for the electrical machinery
group, although nonelectrical machinery manufacturers made
greater absolute contributions. Other durables groups in
which investment expanded sharply last year included non-
auto transportation equipment and nonferrous metals
producers.

The $1K billion step-up in fixed capital outlays by non-
durables manufacturers, which carried the total for this
group of industries close to $7% billion last year, was largely
concentrated in the paper, chemicals, and petroleum indus-
tries. Manufacturers of rubber goods reported a large per-
centage increase in investment; and an accelerated rate of
capital outlay was recorded for food and textile producers.

The rate of rise in plant and equipment spending by
durable goods manufacturers in particular slackened toward
the end of the year, and for manufacturing as a whole survey
data indicate little further change in the rate of spending
for the first quarter of 1957.

Plant and Equipment Expenditures

in 1956 were one-fifth above 1955

BULLIONS OF DOLLARS
40 —

1953 54 55 56*

ANNUAL TOTALS

* Includes fourth quarter anticipations

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

1956

QUARTERLY TOTALS,SEASONALLY
ADJUSTED, AT ANNUAL RATES

Data: SEC 8 QBE

57 - 4-6

All major divisions of nonmanufacturing industry partici-
pated in last year's increase in investment spending. At $20
billion, total outlays by these industries were $2K billion
higher than in 1955. The largest relative gains were those

reported for mining and railroads. Investment by public
utilities was accelerated last year with a $K billion rise to a
total approaching $5 billion. Further increases in rail and
utility spending, seasonally adjusted, are programmed for the
first quarter of 1957.

Other nonmanufacturing industries also contributed sub-
stantially to the 1956 expansion, their total outlays of $12^
billion being up $1 % billion from 1955; first-quarter plans call
for no significant change in outlays by this broad group of
industries.

Inventory accumulation continues
Business accumulation of inventories last year in the ag-

gregate continued at about the same rate as in 1955, the
2-year rise following a liquidation in 1954. The 1954-55
swing had contributed substantially to the general business
expansion of that period, accounting for over one-fifth of the
rise in gross national product. In contrast, the further
growth in output last year was matched by final purchases.

Overall accumulation in 1956 reflected divergent move-
ments. There was substantial liquidation of auto stocks
and some decline also in farm stocks, wrhile other inventory
holdings rose in the aggregate by $4K billion as against a
$2K billion rise in 1955. '

These estimates are after adjustment to put stocks used
up on the same price basis as current acquisitions. This
inventory valuation adjustment reduced the reported book
value accumulation substantially in 1956 and to a consider-
able extent also in 1955, reflecting the uptrend in average
prices.

The overall rate of inventory investment showed no dis-
tinct pattern of movement from quarter to quarter last year.
(See chart.) When automotive stocks are excluded, how-
ever, the rate of accumulation appears to have been higher
in the first half of the year than in the second, when some
tapering was noticeable.

Manufacturers' stocks rise

In terms of industry distribution, the year's accumulation
centered in manufacturers' stocks. As in 1955, about three-
fifths of the accumulation by manufacturers (adjusted for
valuation) was in durable goods lines and two-fifths was in
the hands of nondurables producers.

A large part of the inventory build-up by durables manu-
facturers apparently occurred in electrical and industrial
machinery and in transportation equipment other than
motor vehicles—lines in which industrial activity expanded
and backlogs of unfilled orders remained high. Xondurables
inventory expansion was largest in the chemicals and
petroleum groups.

Most of the accumulation by nondurables manufacturers
last year was in the finished goods category. Such holdings
had declined slightly in 1954 and 1955. In durables manu-
facturing, the increase noted extended to all stages of fabrica-
tion.

The overall stock-sales ratio in manufacturing rose from
its mid-1955 low into the third quarter of last year, and has
since showrn relatively little change.

Trade stocks stable

Total inventories in wholesale and retail trade, after having
increased by more than $2 billion during 1955, changed
little last year if the effects of price advances are excluded.
A small reduction occurred in retail trade, where it reflected
large second- and third-quarter decreases in auto stocks,
which were only partly offset by the build-up in autos re-
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ported for the final quarter. Retailers7 holdings of other
durable goods were also off last year after having risen the
year before. Reduction in inventories of durables was
partly offset by the continuation, at a reduced rate, of the
accumulation of nondurables holdings which had charac-

terized 1955, The stock-sales ratio for all retailers combined
moved downward rather consistently from a peak in Febru-
ary, and by December was about 5 percent below that
indicated for the final month of 1955.

A rise of 9 percent in State and local purchases last year
continued the postwar uptrend. The advance included
increases of $1% billion in employee compensation and $1
billion in construction work. The expansion in payrolls
was due in about equal parts to increases in employment
and to higher pay rates. Education accounted for around
half the advance in payrolls, and for an appreciable part
of the rise in construction outlays. The bulk of the other
new construction spending was for streets and roads.

Changes in Nonfarm Business Inventories
Inventory investment in 1956 was little different
from 1955

BILLIONS OF DOLLARS

6 —

4 —
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1953 1954 1955
A N N U A L T O T A L S

1956 1956
QUARTERLY TOTALS, SEASONALLY

ADJUSTED, AT ANNUAL RATES

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

GOVERNMENT PURCHASES
Government purchases of goods and services in the calen-

dar year 1956 totaled $80 billion, up $3 billion from 1955
with a rise in State and local government purchases to $33
billion. Federal purchases were about the same as in 1955.

For the Federal Government, the revenue rise again out-
paced spending, and the surplus on income and product ac-
count rose to almost $6 billion, $2% billion higher than in
1955. (See table 5.) For State and local governments,
higher tax receipts covered three-fourths of last year's in-
crease in spending, and their combined deficit increased $%
billion to a total exceeding $1% billion. These surplus and
deficit calculations include in outgo not only purchases of
new capital-type goods and other items of national product
but also transfer, interest and subsidy payments. The esti-
mates conform in these and other respects to the definitions
used in national income measurement, and differ in various
respects from administrative and "cash" budget figures.
1 National defense expenditures accounted for $% billion
more of Federal purchases last year than the year before,
as operation and maintenance outlays increased. Nonsecu-
rity purchases were down fractionally, the dip centering in
net outlays (including nonrecourse loans) by the Commodity
Credit Corporation.

Total government expenditures and revenues

Federal expenditures on income and product account last
year included $24% billion of transfers, net interest charges,
and subsidies and grants-in-aid besides the $47 billion spent
for goods and services. The expenditure total of $7lK billion
including these items compares with a figure of $69 billion
for the calendar year 1955. The $1 bilEon rise in transfer

Eayments, which centered mainly in OASI benefits, was the
irgest single element in the overall increase. Federal

revenues, totaling a little more than $77 billion for the
calendar year, were up $5 billion from calendar 1955. More
than half this gain stemmed from the 8 percent rise in
personal tax collections, and most of the remainder was due
to an increase in contributions for social insurance.

Table 5.—Government Receipts and Expenditures on Income and
Product Account, 1953-56

[Billions of dollars]

Federal

Total receipts
Personal tax and nontax receipts
Corporate profits tax accruals
Indirect business tax and nontax

accruals.
Contributions for social insurance

Total expenditures
Purchases of goods and services
Transfer payments
Grants-in-aid to State and local

governments
Net interest paid
Subsidies less current surplus of

Government enterprises

Surplus on income and product trans-
actions

State and local

Total receipts _
Personal tax and nontax receipts
Corporate profits tax accruals
Indirect business tax and nontax

accruals..
Contributions for social insurance
Federal grants-in-aid
Current surplus of government en-

terprises

Total expenditures
Purchases of goods and services
Transfer payments
Net interest paid

Surplus on income and product trans-
actions _

1953

70.4
32. 4
19. 5

11. 2
7.4

77.5
59. 5

9. 7

2. 8
4.7

. 8

-7.1

28.7
3.4
. 8

19. 0
1. 4
2. 8

1. 3

28.4
24. 9
3.2
. 3

.2

1954

63,3
29. 1
ia o
10. 1
8. 1

69.4
48. 9
11. 7

2.9
4. 8

1. 2

-6.1

30.5
3.8
. 8

20. 1
1.6
2. 9

1.4

31.3
27. 6
3. 3
. 4

o

1955

72.3
31.3
20. 6

11. 0
a 4

69.0
46. 7
12. 6

3.0
4. 7

1. 8

3.3

32.8
4.2
. 9

21. 5
1.7
3.0

1.5

34.0
30. 1
3.5
. 5

— 1.2

1956

77. 1
33.9
21. 0

11. 5
10. 7

71.4
47. 0
13. 7

3.2
4. 9

2. 6

5.7

35.3
4.6
1. 0

23. 1
1. 8
3. 2

1.7

37.0
32. 8
3.6
. 6

-1.7

Source: U. S. Department of Commerce, Office of Business Economics
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Corporate tax accruals in 1956 were substantially un-
changed from 1955 after having risen $4K billion in the pre-
ceding period. These movements, mirroring the course of
before-tax profits, contributed to the contrast between the
Federal revenue increase of $9 billion in 1954-55 and the
niuch smaller rise recorded for 1956. This contrast was re-
flected in the fluctuations of the Federal surplus on national
income account, which in 1954-55 had changed more than
$9 billion (from a deficit of $6 billion to a surplus of $3%
billion) but showed a further increase last year of only
$2X billion.

In terms of the "cash" budget the increase in receipts from
the calendar year 1955 was considerably larger, chiefly be-
cause corporate income tax collections in 1955, reflecting
liability on the depressed earnings of 1954, fell short of
1955 accruals while collections in 1956 exceeded accruals
owing to a speedup in payment schedules. The improve-
ment in the net balance was correspondingly greater on a cash
basis than on the accrual basis used in the national income
accounts.

The total of State and local expenditures, a,t $37 billion
last year, included $4 billion of transfer and interest pay-
ments in addition to expenditures for the purchase of goods
and services. The $3 billion rise in total spending was sub-
stantially all in the purchases component, changes in which
have been outlined above. Revenues in 1956 totaled nearly
$35K billion, $2% billion higher than in the preceding year.

seem likely. In addition to the basic growth tendency
which has been evident throughout the postwar period, the
total of State and local construction outlays may be expected
to reflect the stimulus afforded by the new Federal-aid
highway program. The additional revenues collected froim
road users to finance the program will exceed expenditure?
in the initial period.

[Billions of dollars]

Administrative budget:
Receipts
Expenditures _ _
Surplus _

Cash budget:
Receipts _ __ _
Expenditures- _ _
Surplus

National income and product account:
Receipts _ _ _
Expenditures

Goods and services
Other_ _ _ _

Surplus __ _

Estimates for
fiscal years

1957

70. 6
68. 9

1. 7

81.7
78.3

3. 5

80. 3
74. 8
48.0
26.8
5.5

1958

73. 6
71.8
1.8

85.9
83.0
3.0

84.0
79.7
50.8
28. 9

4. 3

Quarterly uptrend

On a quarterly basis, Federal purchases of goods and
services moved up somewhat after midyear, following a
period of relative stability, and a previous moderate uptrend
in the total of transfer payments and other nonproduct
spending continued. The year-end rate of purchases was in
line with the Federal budget estimates for the fiscal year
ending in June 1957, but was below those for the ensuing
fiscal year, for wHich an increase in national security outlays
is programed.

The accompanying text table summarizes the Federal
Budget estimates for the fiscal years 1957 and 1958, and
shows these estimates translated to a national income and
product basis.

The expansionary trend of State and local purchases con-
tinued at a steady pace through 1956, and further increases

Sharp rise in net foreign investment
Net foreign investment, which is equal to the export

balance of goods and services less gifts, amounted to about
$1X billion last year. The adjusted balance in 1955 had
been negative by $K billion.

Total exports, including services by the United States to
foreigners, rose one-sixth last year to a level above $23
billion. The total of imports, similarly defined, at close to
$20 billion, was one-tenth higher than in 1955. The great
bulk of the improvement in the net balance was accounted
for by merchandise trade.

While a large part of the favorable balance had no effect
on the net total of United States claims abroad, having been
supplied gratis or offset by cash remittances or grants, the
total of these transfers was apparently a little lower last year
than the year before.

National Income and its Composition

LAST year's 5% percent rise in total national income was
not so large as that of 1954-55. (See table 6.) This
difference reflected largely the slowing of expansion in
manufacturing and other divisions where sharp gains from
1954 to 1955 had represented partly a rebound following the
1954 recession. Industries less affected by the 1953-55
swing seem in general to have maintained or stepped up
slightly their previous rates of rise; and agriculture, where

income had declined for four consecutive years through
1955, showed no further change.

Manufacturing rise slows

The industries in which the relative gains last year were
apparently somewhat less than those of the year before in-
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eluded manufacturing, mining, transportation, trade, and
service. The contrast with 1954-55 was most pronounced
in manufacturing, where it was due in considerable part,
though by no means entirely, to the large decline in income
Jpm the auto industry.

Table 6.—National Income by Major Industrial Division: 1953-56

[Billions of dollars]

Item

All industries, total

Agriculture, forestry and fisheries
Mining
Contract construction _ _

M anuf ac turing
Wholesale and retail trade _
Finance, insurance, and real estate

Transportation _ _ _
Communications and public utilities
Services _

Government and government enterprises.
Rest of the world __ __

1953

302. 1

17. 5
5. 5

15. 1

96. 4
50. 5
26. 2

15. 8
10.0
28. 5

35.2
1. 5

1954

298 3

16. 7
5. 0

15. 5

89. 6
50. 8
28. 1

14. 6
10. 7
29. 8

35.8
1. 8

1955

324 0

16. 0
5. 6

16. 6

101. 8
55. 0
29. 5

15. 9
11. 5
32. 5

37.7
2.0

1956

342. 4

16. 1
6. 1

18. 5

106. 6
57. 5
30. 9

17. 0
12. 4
35. 0

39.8
2. 4

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

Although relative rates of advance tapered off, the great
majority of manufacturing groups realized gains from 1955
to 1956. The bulk of the increase for the division as a whole
was apparently in the machinery groups, which also regis-
tered the sharpest percentage advances, and in primary
metals and nonauto transportation equipment manufactur-
ing. Production in these industries expanded in response to
the continued rise in orders for producers' durable equip-
ment, which was partly offset by the indirect effects of the
decline in automotive demand and in some cases by the
softening of the markets for certain other consumer durables.

Most other lines of durable-goods manufacturing also re-
corded moderate increases last year, and again the outstand-
ing exception was the manufacture of autos and auto equip-
ment. Total income in this group had risen from $6% billion
in 1954 to over $9 billion in 1955; even allowing for a sub-
stantial fourth-quarter rise expected in corporate profits, the
income drop last year seems to have canceled the larger part
of this 1954-55 increase.

Among the nondurables, the only decline from 1955 indi-
cated by the incomplete data now available was in the rubber
products industry, which was affected by the drop in new
car output. Significant gains occurred in petroleum refining,
food, apparel, paper and printing. Chemicals, which had
contributed substantially to the 1955 rise in the nondurables
total, showed little further change last year.

The flow of income from mining rose sharply again in 1956,
with the expansion in the demand for metals, petroleum, and
bituminous coal, though its percentage advance seems to
have fallen somewhat short of that recorded for the 1954-55
recovery period. Transportation likewise showed a relative
rise sharper than the all-industry average and only slightly
less than recorded for the previous year. The gains reported
in 1956 seem to have been most pronounced in nonrail
transportation.

* The income rise in trade and in service also slackened off
last year. The tapering was especially marked in trade,
where income expanded relatively less than in the economy
as a whole. Available data suggest that this result was due
chiefly to a decline in profits (after adjustment for inventory
valuation). This decline was especially marked in auto

retailing, but extended to various other wholesale and retail
lines as well. It may be noted that the rise in retail sales
of durable goods other than autos was much smaller last
year than the year before.

Uptrend in other divisions

Income originating in communications and public utilities
extended its uptrend last year with an indicated rise of
nearly 8 percent, reflecting further growth in the Volume of
business as well as higher rates. The finance, insurance and
real estate division likewise had a relative rise about equal
to the 5 percent gain registered in the previous year. The
1956 advance in this division accompanied the rise in interest
rates, and occurred despite the easing pace of expansion in
mortgage debt and the decrease in new residential building
activity.

Data on contract construction, which are still quite in-
complete, indicate a considerably sharper relative rise last
year in income from this industry than in the total value of
new construction activity. To some extent the difference
may reflect statistical deficiencies in either or both measures.
However, nonresidential construction (including public)
rose more sharply on an annual basis than in 1954-55.
Historically, income originating in contract construction has
been associated more closely with nonresidential than with
residential construction activity.

The flow of income from government, consisting of the
compensation of Federal and State and local employees,
also continued its gradual expansion in 1956. As indicated
earlier, the increase centered in State and local government
payrolls.

TYPES OF INCOME

Labor earnings rose relatively more in 1956 than most
other parts of the national income. Corporate profits were
substantially unchanged from 1955 to 1956, after having
increased sharply the year before. Other changes in income
included gains in the earnings of nonfarm proprietors and
in net interest, and a leveling off in farm operators' incomes.

Increase in employee compensation

Employee compensation was $239 billion for the year as a
whole. It reached a seasonally adjusted annual rate of
$245 y2 billion in the final quarter of the year, its rise since the
end of 1955 having about paralleled the 7 percent increase
recorded from 1955 to 1956 in the annual totals. Gains in
the first and third quarters were relatively limited; the
largest advances occurred in the second and in the fourth.
The industry pattern underlying these fluctuations is noted
below.

Last year's gain over 1955 in total employee earnings re-
flected an advance of $15 billion in payrolls and $1 billion
in supplemental labor income. The advance in payrolls was
about equal to that of 1954-55 in dollar terms, and
fractionally smaller on a percentage basis.

The overall increase in wages and salaries last year re-
flected, as in 1955, primarily higher average earnings and sec-
ondarily increases in employment. Average annual earnings
were up 4% percent last year—the same rate of rise as that
recorded from 1954 to 1955—and this advance is estimated
to have accounted for around two-thirds of the 1956 payroll
gain.

For certain industries, available data permit analysis of
changes in average earnings to distinguish between the
effects of changes in hourly pay scales, on the one hand, and
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Table 7.—National Income and Product, 1954, 1955, and 1956
[Billions of dollars]

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 l

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 em-
ployees

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 only

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

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, NA-
TIONAL INCOME, AND PERSONAL INCOME

Gross national product _ _ _ . . - _ _ _

Less* Capital consumption allowances
Indirect business tax and nontax liability .. ._

Statistical discrepancy

Plus: Subsidies less current surplus of government enter-
prises - _ _

Equals : National income

Less: Corporate profits and inventory valuation adjustment _
Contributions for social insurance
Excess of wage accruals over disbursements

Plus* Government transfer payments
Net interest paid by Government _
Dividends _ _
Business transfer payments - -

Equals: Personal income

1954

298.3

206.9

195.5
161. 2
10.0
24.4
11.4

48.9

25.9
12 5
10.5

32.9

33.2
16.8
16.4
-.3

9.7

32.2

360.7

236.5

29.4
120.9
86 3

48.0

27.9
13.5
14.4
22.4
-2.3
-2.7

-.4

76.5

48.9
43.0
41.1
1.9
6.3
.4

27.6

287.3
32.9
29.1
3.8

254.4

236.5

17.9

360.7

28.8
30.2
1.4
1.8

-.2

298.3

32.9
9.7
.0

15.0
5.2

10.0
1.4

287.3

1955

324.0

223.2

210.4
174,5

9.8
26.1
12.8

49.1

27.3
11.7
10.1

40.9

42.7
21.5
21.1
-1.7

10.8

33.9

390. 9

254.0

35. 7
126.2
92.1

60.6

32.7
16.6
16.1
23.7
4.2
3.8

-.5

76.8

46.7
41.2
39.1
2.2
5.9
.4

30.1

306.1
35.5
31.3
4.2

270.6

254.0

16.6

390.9

31.3
32.5
1.4
1.8

.3

324.0

40.9
11.1

.0

16.1
5.2

11.2
1.4

306.1

1956

342.4

239. 1

225. 1
187. 5

9.5
28. 1
14.0

50.5

29.1
11.6
9.7

40.9

43.4
21.9
21. 5
-2.5

11.9

35. 9

412.4

265.7

34.0
132. 9
98.9

65.4

33. 2
15. 3
17.8
28.7
3.5
3.8

1.4

79.8

47.0
41.6
39.6
2.0
5.8
.4

32.8

325.2
38.5
33.9
4.6

286.7

265.7

20.9

412.4

34.0
34.6
1.4
.9

.9

342.4

40.9
12.5

.0

17.3
5.5

12.0
1.4

325.2

Unadjusted

1956

I

82.9

57.7

54.1
44.7

2. 4
7.0
3.6

12.4

7.0
2.9
2.4

10.0

10.8
5.4
5.3
-.8

2.9

9.0

98.4

62.5

7.8
30.4
24.3

17.0

7.1
3.2
3.9
6.5
3.5
3.5

.0

19.0

11.6
10.1
9.6
.5

1.6
.1

7.4

78.3
10.2
9.0
1.2

68.1

62.5

5.6

98.4

8.2
8.2
.4

-1.0

.2

82.9

10.0
3.4
.0

4.3
1.2
2.9
.4

78.3

II

84.9

59.1

55. 5
46.1
2.4
7.0
3.6

12,5

7.2
2.8
2.4

10.4

11.1
5.6
5.5
-.7

2.9

9.0

100.9

65.5

8.5
32.2
24.7

15.2

8.4
4.0
4.4
7.3

—.5
-.4

19.9

11.5
10.2
9.7
.5

1.5
.1

8.4

80.2
10.4
9.1
1.3

69.9

65.5

4.4

100.9

8.4
8.5
.4

-1.1

.2

84.9

10.4
3.4
.0

4.4
1.6
2.8
.4

80.2

III

86.0

60.2

56.8
47.8
2.4
6.6
3.5

12.7

7.4
2.9
2.4

10.1

10.5
5.3
5.2
-.3

3.0

8.5

102.6

65.3

7.9
32.6
24.8

17.1

9.2
4.3
4.9
7.2
.6
.7

.0

20.3

11.8
10.5
10.0

.5
1.4
.1

8.5

81.8
9.6
8.5
1.0

72.2

65.3

7.0

102.6

8.6
8.8

-.9

.2

86.0

10.1
2.9
.0

4.2
1.4
2.8
.4

81.8

IV

62.1

58. 7
48. 9
2.4
7.5
3.4

12.9

7.5
3.0
2.4

— . 7

3.1

9.4

110.3

72.6

9.7
37.7
25.1

16.1

8.5
3.9
4.6
7.6
.0
.0

1.0

20.6

12.1
10.8
10.3

.5
1.4
.1

8.6

84.9
8.4
7.3
1.0

76.5

72.6

3.9

110.3

8.9
9.1

.4

2.8
.0

4.4
1.3
3.5
.4

84.9

Seasonally adjusted at annual rates

1955

I

311.3

213. 9

201.6
166.7

9.7
25.3
12.2

48.6

26.5
11.8
10.3

38.5

39.7
20.0
19.7
-1.2

10.4

32.9

377.3

246.7

34.7
122.5
89.5

54.7

31.5
16.1
15.3
21.3
1.9
1.4

-.4

76.3

46.8
41.8
39.2
2.6
5.4
.4

29.5

295.1
34.5
30.4
4.1

260.6

246.7

13.9

377.3

30.3
31.4

3.0

.2

311.3

38.5
10.6

.1

15.9
5.2

10.4
1.4

295.1

II

321.9

221.6

209.0
172.9
10.0
26.1
12.6

49.5

27.1
12.2
10.2

40.2

41.1
20.7
20.3
-.9

10.6

33.9

387.4

251.8

35.3
125.3
91.2

60.2

32.9
16.9
16.0
22.4
4.9
4.5

-.9

76.2

46.3
41.3
39.1
2.2
5.5
.4

29.9

303.8
35.3
31.2
4.1

268.5

251.8

16.7

387.4

31.1
32.4

1.2

.7

321.9

40.2
10.9

.5

16.2
5.2

10.7
1.4

303.8

III

328.3

226.8

213.6
177. 5

9.8
26.4
13.2

49.0

27.7
11.3
10.0

41.6

43.5
22.0
21.5
-1.9

11.0

34.3

396. 8

257.8

37.2
127.6
92.9

62.3

33. 5
17.2
16.4
25.0
3.7
3.4

.2

76.5

46.6
41.3
39.4
1.9
5.8
.4

29.9

309.6
35.9
31.7
4.2

273.8

257.8

15.9

396.8

31.7
32.8

2.7

.1

328.3

41.6
11.3
-.6

16.0
5.2

11.0
1.4

309.6

IV

334. 4

230.3

217.0
180.5

9.7
26.8
13.3

49.3

28.0
11.4
9.8

43.4

46.4
23.4
23.0
-3.0

11.3

34.6

401.9

259.5

35.4
129.2
94.9

65.1

33.0
16.2
16.8
25.9
6.1
5.9

o

78.1

47.2
40.6
38.7

1.9
7.1
.5

30.9

314.6
36.3
32.0
4.3

278.4

259.5

18.8

401.9

32.2
33.4

.6

.2

334.4

43.4
11.4

.0

16.3
5.3

12.1
1.4

314.6

1956 j

I

334.9

233.0

219.4
182.5

9.6
27.3
13.6

49.5

28.2
11.5
9.8

40.9

43.7
22.1
21.6
-2.8

11.5

35.0

403.4

261.7

34.8
130.5
96.4

63.1

32.6
15.3
17.3
26.4
4.1
4.2

.1

78.5

46.4
40.5
38.6
1.9
6.3
.4

32.1

317.5
37.3
32.9
4.4

280.2

261.7

18.6

403.4

32.9
33.7

1.1

.7

334.9

40.9
12.1

.0

16.9
5.4

11.8
1.4

317.5

II

338.7

237.2

?23.5
186.2

9.5
27.8
13.8

49.9

28.9
11.3
9.7

39.8

42.9
21.7
21.3
-3.1

11.7

35.5

408.3

263.7

33.4
132.3
98.0

64.7

33.6
15.6
18.0
27.5
3.5
3.9

1.2

78.7

46.1
40.7
38.7
2.0
5.8
.4

32.6

322.9
38.1
33.6
4.4

284.9

263.7

21.2

408.3

33.6
34.1

1.1

.7

338.7

39.8
12.3

.0

17.3
5.5

12.2
1.4

322.9

III

343.5

240.4

226.2
188.3

9.5
28.5
14.2

50.7

29.5
11.6
9.7

40.4

41.2
20.8
20.4
-.8

12.0

36.3

413.8

266.8

33.0
134.0
99.7

65.1

33.6
15.5
18.1
29.5
2.0
2.4

1.7

80.2

47.2
41.9
39.9
2.0
5.7
.4

33.0

327.0
38.8
34.1
4.6

288.2

266.8

21.4

413.8

34.4
35.1

.2

.9

343.5

40.4
12.7

.0

17.2
5.6

12.3
1.4

327.0

IV

245.5

231.1
192. 9

9.5
28.7
14.4

51.7

29.9
12.1
9.7

-3.3

12.4

36. 6

423.8

270.9

34.8
134.7
101.4

68.5

32.9
14.9
18.0
31.5
4.1
4.4

2.4

82.0

48.3
43.2
41.3
2.0
5.5
.4

33.7

333.2
39.9
35.1
4.8

293.3

270.9

22.4

423.8

35.1
35.6

1.4

13.0
.0

17.6
5.7

11.9
1.4

333.2

1. Includes noncorporate inventory valuation adjustment.
Source: U. S. Department of Commerce, Office of Business Economics.
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variations in the length of the workweek on the other.
Hourly pay rates hi these industries increased, in general,
more sharply in 1956 than the year before. Hours worked
declined on balance, however, reversing the rise which had
^biitributed to the 1955 advance in average earnings.

Private industry payrolls, having risen more than 8 per-
cent in 1955 as the economy recovered from the 1954 reces-
sion, increased by a further 7% percent last year. Govern-
ment payrolls were up 4% percent in 1956, a rate of increase
approximately the same as in 1954-55.

In most private industries, salaries and wages were up 7—9
percent last year. The major exceptions were in contract
construction, where an increase of almost 12 percent over
1955 reflected a marked rise in both employment and average
hours worked, and farming, where higher average earnings
were almost entirely offset by a reduction in employment.

Nonmanufacturing industries in general showed somewhat
more expansion last year than the year before. The employ-
ment increase having been not much different percentagewise
from that of 1954-55, the step-up in payroll expansion re-
flected chiefly an increased rate of growth in average annual
earnings. As can be established by reference to table 8,
however, the relative importance of the two factors differed
widely from industry to industry. The rise in average earn-
ings occurred despite a limited decline, on an overall basis,
in the average workweek of hourly paid employees; hours
worked had risen somewhat in 1955.

Although the growth of nonmanufacturing payrolls accel-
erated on an annual basis, there seems to have been some
slowing in the rate of increase during the year. In particular,
there were signs of slackening expansion in transportation,
mining, and construction and, less clearly, in trade. This
tendency was apart from the third-quarter dips in mining
and transportation payrolls, which were a separate phenom-
enon related to last summer's strike in the steel industry.

Payrolls in manufacturing
The gain of 7 percent in manufacturing salaries and wages

last year was less than the average for nonmanufacturing.
This pattern contrasts with that of 1954-55, when manu-
facturing had sparked the rise in private salaries and wages
with an expansion of 9% percent. Factory employment
leveled off and hours of work declined somewhat in 1956
after the advances of the previous year, and these changes
limited the payroll effect of a moderate acceleration in the
rise of hourly wage rates. Including changes in both hours
worked and hourly rates, gains in average earnings per em-
ployee accounted for 70 percent of the increase in manu-
facturing payrolls from 1955 to 1956, a fraction somewhat
larger than that for all industries combined.

The advance in manufacturing payrolls was most marked
in the case of salaried workers, the rise in employment
in this category having apparently been sharper than that
recorded for 1954-55 while the number of production workers
leveled off.

The movement of production-worker payrolls for all
manufacturing industries combined was strongly affected
by changes in the auto industry (see table 9). Total
auto wages declined 17X percent from 1955 to 1956, as
employment and hours were sharply reduced. Among other
manufacturing lines, the industry pattern of changes was
generally similar to that outlined above for national income.

11 Gains in manufacturing (excluding autos) stemmed in
most cases primarily from wage rate increases. Employ-
ment, rising less strongly in 1956 than the year before,
accounted for only one-fourth of the advance in manufactur-

ing wages outside the automobile industry in 1955-56 as
against one-third in the 1954-55 period. The remaining
three-fourths of last year's increase stemmed from higher
earnings per employee. Wages were increased not only
through the ordinary processes of collective bargaining but
also through the operation of escalator clauses tying wage
rates to the cost of living, and in response to the raising last
spring of the legal minimum wage. Earlier increases granted
during 1955, and effective for only part of that year but for
all of 1956, also contributed to higher average annual
earnings last year.

Table 9 shows that the length of the workweek was
reduced last year in most industries, although increases
occurred hi certain lines affected by the high demand for
capital equipment. This tendency to a shorter workweek
limited somewhat the payroll effect of increases in hourly
wage rates.

Table 8.—Employment, Payrolls, and Average Annual Earnings by
Major Industrial Division: 1955-56

Item

All industries, total

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

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

Transportation
Communications and public util-

ities
Services _ _

Government 2 _ _
Addendum:

All private industries
All private nonfarm industries _.

Number of
fulltime

equivalent
employees 1

Data in
thousands

1955

54,917

1,951
779

2,727

16, 579
10, 056
2,185

2,601

1,409
6,958

9,672

45, 245
43, 437

1956

56, 197

1,912
803

2,893

16, 912
10, 375
2,271

2,624

1,473
7,194

9,740

46, 457
44, 692

Wages and
salaries

Millions of
dollars

1955

210,354

3,120
3,656

11, 962

72, 132
36, 759
8,811

12, 368

6,246
19, 407

35, 893

174,461
171, 745

1956

225,093

3,180
3,997

13, 376

77, 137
39, 436
9,580

13, 322

6,741
20, 749

37, 575

187, 518
184, 761

Average annual earn-
ings per full-time
employee

Dollars

1955

3,830

1,599
4,693
4,387

4,351
3, 655
4,032

4,755

4,433
2,789

3,711

3, 856
3,954

1956

4,005

1,663
4,978
4,624

4,561
3,801
4,218

5,077

4,576
2,884

3,858

4,036
4,134

Percent
change
1955-56

4.6

4,0
6.1
5.4

4.8
4.0
4.6

6.8

3.2
3.4

4.0

4.7
4,6

1. Full-time equivalent employment measures man-years of full-time employment of wage
and salary earners and its equivalent in work performed by part-time workers. Full-time
employment is denned simply in terms of the number of hours which is customary at a

BUSINESS, June 1945, pp. 17-18.
2. Includes government enterprises and rest of the world.

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

Quarterly fluctuations in manufacturing payrolls, trace-
able in considerable part to the varying fortunes of the auto
industry and to the third quarter tie-up in steel, were re-
sponsible for much of the irregularity noted above in the
quarter-to-quarter movement of the all-industry total of
wages and salaries. Auto manufacturing wages declined
from the turn of the year through the summer and then
rebounded sharply in the final quarter with an expansion
amounting at annual rates to $1 billion. Payrolls in primary
metals manufacturing showed a quarterly swing of over
$% billion, at annual rates, with the steel strike and subse-
quent rebound in production.

The changes in autos and steel indirectly affected activity
in a variety of other manufacturing industries. Although
these indirect effects cannot be measured, it would appear
after rough allowance is made for them that payroll expan-
sion was generally slower during 1956 than in 1955. This
is traceable to the slower growth in employment and, as in
nonmanufacturing, to the change from increases to gradual
decreases in average working hours.
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All major industries shared in the 6K percent gain which
brought nonfarm proprietors' income to a total of over $29
billion last year. The largest advances in dollar amount
were those indicated for the service industries and for trade.

Farm proprietors' income remained at a little over $11K
billion, substantially unchanged from 1955. Net interest
income continued to increase in 1956, reflecting the upward
trend in volume of debt and in interest rates, while net rent
declined fractionally as landlords' expenses rose.

Corporate profits
Estimates of 1956 corporate profits are available for the

first three quarters only. This annual review is based on the
assumption of a pronounced rise in the fourth quarter;
allowance is made, in particular, for substantial increases in
the auto and steel industries.

Before-tax profits, adjusted to eliminate inventory gains
and losses, had advanced $8 billion with the 1954-55 up-
swing in business activity to reach a total of $41 billion. No
significant further change is indicated for 1956.

Last year's quarterly pattern differed sharply from that of
the year before. In contrast to the consistent uptrend dur-
ing 1955, profits turned down in the first quarter of last year,
and sagged in the spring and summer quarters to the lowest
point since early 1955. From the indirect evidence at hand,
much of this decline may have been canceled in the fourth
quarter.

The flattening in corporate earnings was approximately
reflected in profits before and after taxes as well as in re-
tained earnings and in Federal tax revenues.

Before-tax profits, unadjusted for inventory valuation,
were slightly higher in 1956 than in 1955. This rise was due
to an increase in inventory gains included. For a similar
reason the advance from 1954 to 1955 in the unadjusted
series, amounting to $9% billion, had been larger than that
shown for this period by the adjusted measure.

The rise in before-tax profits last year was distributed
about evenly between taxes and after-tax profits. The

latter are placed at $21 % billion, a little higher than in 1955
and $5 billion more than in 1954. Dividend payments,
totaling $12 billion last year, were up close to $1 billion from
1955, while retained net income seems to have been off.

Industry pattern of profits
In manufacturing, trade and transportation, last year's

book profits were apparently not very different from those of
the year before. Since these three divisions together ac-
count for around three-fourths of all corporate profits, their
overall stability played a major role in the flattening of the
all-industry total in 1955-56. Book profits in manufacturing
and trade, it may be noted, last year included larger inven-
tory profits resulting from the accelerated price rise.

In manufacturing, the decline for the auto group and rela-
tively smaller decreases for leather and for lumber and wood
products contrasted with the gains indicated for most other
major groups. The industrial pattern of these gains re-
flected the heavy demand for producers' durable equipment
and the strength of the market for food, clothing, and other
nondurable consumer goods.

A number of nonmanufacturing industry divisions showed
increased profits (including inventory gains) last year.
Moderately higher net income is indicated for finance, com-
munications and public utilities, and mining, among others,
and the net inflow of profits from abroad rose substantially.

The tendency, apparent in the all-industry aggregates, for
corporate earnings to decline last year in relation to total
income originating was particularly marked in industries
where demand developments were relatively unfavorable.
Such a tendency also appeared, however, in a variety of
manufacturing and nonmanufacturing lines where overall
activity was well maintained or increased. The profits
fraction of total income originating in United States cor-
porate business fell a little more than a percentage point,
after adjustment for inventory valuation. Rough calcula-
tions suggest that possibly close to half this decline may
have centered in auto manufacturing.

Table 9.—Production Workers in Manufacturing: Employment, Hours, and Average Hourly Earnings

Manufactures _

Durable goods

Ordnance and accessories
Lumber and wood products, except furniture
Furniture and fixtures
Stone, clay and glass products -- -
Primary metal industries
Fabricated metal products

Machinery except electrical
Electrical machinery _ _ _ _ _ _ _ _
Transportation equipment, except automobiles. _ _
Automobiles
Instruments and related products _
Miscellaneous manufacturing industries

Nondurable goods

Food and kindred products
Tobacco manufactures
Textile mill products - _ _ _ _ _
Apparel and other finished textile products
Paper and allied products - _ _

Printing and publishing _ _ _
Chemicals and allied products
Petroleum and coal products -
Rubber products _ -
Leather and leather products

1956 employment

Annual
average
(1.000)

13, 174

7,630

83
655
316
477

1,096
888

1,273
878
698
632
233
401

5,544

1.117
92

960
1,081

464

551
555
173
216
334

Percent
change

from 1955

.9

1.2

-11.7
-3.0

2.3
3.2
1.1
-.6

8.1
6.7
5.9

-14.6
4.0
1.3

.5

1.3
-3.2
-2.2

.4
2.6

4.2
1.6
-.6

.0
-1.8

4th
quarter
average
(1,000)

13, 379

7,790

82
633
319
479

1,134
911

1,278
916
731
658
237
413

5,588

1,142
102
949

1.090
468

566
553
174
215
329

Percent
change

from 4th
quarter

1955

-.6

-.1

-6.8
-7.0
-2.2

.2

.3
-1.7

4.2
5.2
9.9

-13.0
3.0
-.5

-1.3

.3
-5.6
-4.8
-2.3

.6

4.0
-.4
1.2

-5.7
-3.0

Hours worked per week in 1956

Annual
average

40.5

41.1

41.8
40.3
40.8
41.1
41.0
41.2

42.2
40.8
41.7
40.2
40.8
40.4

39.6

41.1
38.8
39.6
36.3
42.8

38.8
41.3
41.1
40.2
37.6

Percent
change

from 1955

-.5

-.7

2.7
-1.7
-1.7

1 0
-.5

-1.0

1.0
.2

1.7
-5.8

.0
-.5

-.5

-.2
.0

-1.2
-.8
-.7

-.3
-.2

.2
-3.6
-.8

4th
quarter
average

40.8

41.5

42.4
40.3
41.3
41.1
41.0
41.8

42.1
41.2
42.1
42.9
40.9
40.6

39.7

41.2
39.0
40.2
36.3
42.8

39.0
41.5
40.8
40.8
37.2

Percent
change

from 4th
quarter

1955

-1.0

-.7

2.9
-1.2
-2.1
-1.7
-1.7
-.5

-1.2
-1.0

2.2
.5

-1.2
-1.5

-1.5

-1.0
-1.3
-2.2
-2.2
-1.6

-.8
-.5

-1.0
-2.6
-2.6

Average hourly earnings in 1956

Annual
average

$1.98

2.10

2.19
1.76
1.69
1.95
2.36
2.07

2.21
1.98
2.28
2.35
2.01
1.75

1.81

1.85
1.45
1.45
1.44
1.94

2.42
2.10
2.54
2.17
1.50

Percent
change

from 1955

5.3

4.5

6.8
4.1
4.3
5.4
5.4
4.6

5.7
5.3
5.6
2.6
5.2
5.4

5.8

5.7
9.0
4.3
6.7
6.0

3.0
5.5
7.6
3.3
6.4

4th
quarter
average

$2.03

2.16

2.26
1.76
1.72
1.99
2.44
2.14

2.26
2.04
2.32
2.47
2.04
1.78

1.85

1.89
1.43
1.50
1.48
1.98

2.45
2.13
2.57
2.21
1.52

Percent
change

from 4th
quarter

1955

5.7

5.4

8.1
3.5
4.2
5.3
5.6
5.4

5.1
6.8
5.4
5.1
5.2
5.3

6.9

5.6
9.2
5.ek
8.S?
5.9

3.4
4.9
7.1
2.8
6.3

Source: Computed by the Office of Business Economics, U.S. Department of Commerce, from monthly data published by the Bureau of Labor Statistics, U. S. Department of Labor.
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Financial Developments
J? INANCIAL developments in 1956 were featured by high
and rising investment of business and continuing heavy capi-
tal requirements of individuals. Though demands of indi-
viduals were somewhat below the 1955 peak, total investment
for the economy reached a new high in 1956.

With pressure for funds increased, interest rates continued
to rise, surpassing the earlier postwar highs reached in 1953.
In contrast, the cost of equity financing, as reflected in the
movement of earnings relative to stock prices, trended down-
ward somewhat in 1956. Thus, the difference between the
costs of equity and debt financing was narrowed, and there
was some tendency to shift to stock issues in raising new
funds. However, for corporate business in the large, given
existing tax rates, borrowing costs were still relatively low
and the major share of outside financing continued to be in
the form of debt.

In the setting of buoyant demands and a renewed general
advance in prices, the monetary authorities maintained
their policies of restraint on the Nation's money and capital
markets. There was increasing evidence of at least relative
shortages of cash resources as the year progressed—most
prominently, perhaps, in the business sector, where corporate
firms used up a substantial volume of accumulated liquid
resources in meeting their expanded capital investment
schedules.

GENERAL MARKET CONDITIONS

The overall picture of changes in liquid asset ownership in
the private economy in recent years is briefly summarized in
table 10. The 1956 reduction in holdings was the first since
1948.

Reduced private ownership of Federal securities reflected
in part, the sizable surplus of the Federal Government,

Table 10.-—Changes in Private Ownership of Selected Liquid Assets

[Billions of dollars]

United States securities

Year

1952
1953
1954
1955
1956

Banks and
insurance
companies

1.9
1.0
3.3

-8.3
-4.6

Corporate
business

0. o
1.7

-1.8
4.2

-5.0

Other

1.6
1.2

-1. 1
3.6
2.3

Total

2.7
3.9
.4

-.5
-7.3

Currency
and bank
deposits

8. 8
6. 1
8.8
6.9
5.0

Total United
States securi-
ties, currency

and bank
deposits

11.5
10.0
9.2
6.4

-2.3

Source: U. S. Treasury Department, Board of Governors of the Federal Reserve System
and Securities and Exchange Commission.

414858—57 3

which permitted a reduction of $4 billion in the public debt,
and in part the continued accumulation of reserves in govern-
ment investment accounts, resulting in an increase of $3
billion in United States security holdings by these accounts.
Financial institutions and other corporations were under
pressure to liquidate these securities, the former in order to
meet heavy loan demands of business and consumers, and
the latter, to carry out their heavy investment programs.

The increase in "cash" assets—demand and time deposits
and till money—held by the public was further moderated in
1956, most evident in the trend of currency and demand de-
posits which make up the basic media of exchange used in
everyday transactions. These latter assets rose by about
$1% billion in 1956, compared with gains approaching $4
billion in each of the 2 preceding years.

Changes in Corporate Financing Costs
PERCENT PER ANNUM

I 2

10

EARN INGS-PR ICE RATIO,
125 INDUSTRIAL STOCKS

( Q B E BASED ON MOODY'S

DIVIDEND YIELDS,
125 INDUSTRIAL STOCKS

JMOODY'S)

\

BOND YIELDS,
4O INDUSTRIALS

IMOODY'S)

\

PRIME COMMERCIAL PAPER,
4-TO 6-MONTHS

(FEDERAL RESERVE BOARD)

I I I I I l I 1 I I I I I I I I I I I I I I I I I I I I I I I I t I I M t I I 1 I t I t t I 1 M 1 I I I M I

1952 1953 1954 1955

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

1956
67-4-10
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Federal Reserve restraints continued
The moderated expansion of bank deposits reflected in

large part the continuing policy of credit restraint of the
Federal Reserve authorities. There was little net change
in ownership of United States securities by Federal Reserve
banks (an increase in such ownership would, other things
being equal, tend to supply member banks with additional
reserves for lending purposes while a decrease would tend
to have the opposite effect). Member bank borrowing from
the system averaged about $800 million during the year,
about $200 million more than in 1955, and slightly higher
than at the postwar peak of such borrowing in the 1952-53
period. With member bank excess reserves maintained
close to a practical minimum, "free" reserves—excess
reserves less borrowing—were generally negative throughout
the year.

Corporate Financing
BILLIONS OF DOLLARS
60 —

Restraint on the banking system's use of Federal Reserve
credit was implemented by further increases in the discount
rate charged for such funds. For the year as a whole, this
rate averaged about 1 percentage point above 1955, and the
3-percent rate in effect at year end was the highest since 1930,

Borrowing costs higher
The generally tight money market conditions prevailing in

1956 resulted in a rise in interest rates to the highest point
for the postwar period. Both long- and short-term money
markets were affected, as shown in the chart.

It is of interest that, in contrast to the generally rising
trends in borrowing costs, the cost of external equity funds
was stable or somewhat lower throughout 1956. Stock prices,
which moved strongly upward in 1954 and 1955, reached new
postwar highs in the summer of 1956, then receded somewhat
and for the year as a whole averaged about one-eighth above
1955. Dividend payments were also higher than in 1955 so
that dividend yields were about unchanged in 1956. As
corporate earnings tended to level off, however, the ratio of
earnings to stock prices continued downward last year.

SOURCES OF FUNDS

40 —

20

REDUCTION IN
LIQUID ASSETS

LOANS AND SECURITY
SALES

INCREASE IN OTHER
LIABILITIES

RETAINED PROFITS

DEPRECIATION

60 --

USES OF FUNDS

INCREASE IN
LIQUID ASSETS

40 ~

20 —

INCREASE IN
RECEIVABLES AND
MISCELLANEOUS ASSETS

ADDITIONS TO INVENTORY

PLANT AND EQUIPMENT
EXPENDITURES

1955 1956
Data: QBE based on SEC and other financial data

U. S. Deportment of Commerce, Office of Business Economics 57 -4 -9

FINANCING CORPORATE EXPANSION
Corporate business was in the forefront of the rise in in-

vestment demands in 1956. Highlights of this development
are indicated in the accompanying chart and table 11. The
1956 figures are rough estimates based on incomplete data,
but they give the general picture.

Corporations invested $36 billion of capital funds for ex-
pansion and modernization of industrial capacity and for
further accumulation of inventories. This combined outlay
of funds was $7 billion, or one-fourth, greater than the com-
parable expenditure in 1955. With customer receivables
again up sharply on top of exceptionally high requirements
for such financing in 1955, the total outlays for physical in-
vestment and additions to financial assets other than cash
and U. S. Government securities amounted to $46 billion, $2
billion higher than total uses of funds in 1955.

In contrast to other recent years, corporations lowered
considerably their liquid reserves in 1956 to meet heavy in-
vestment schedules. While holdings of currency and bank
deposits were little changed last year, business firms reduced
their ownership of United States securities by about $5
billion; in 1955 they had been able to add an almost equal
sum to their liquid resources.

Funds from operations up moderately
The usual internal sources of funds—retained profits and

depreciation allowances set aside from current operations—
supplied roughly $24 % billion toward meeting capital re-
quirements of corporations in 1956. This was only moder-
ately higher than in 1955, as further increases in depreciation
were offset to a considerable extent by lower undistributed
profits. While corporate earnings in 1956 appear to have
been about as high as in 1955, the volume and share of earn-
ings distributed to stockholders was increased, leaving a
lessened sum available for reinvestment purposes.

It might be noted that the liquidation of U. S. Government
securities by corporations in 1956 constituted an internal
source of financing. If these funds are added to the volume
of internal resources available from current operations, th^
combined sum of $29X billion represented about two-thirds
of total capital funds raised in 1956; the comparable figure
in 1955—when liquid resources were not a source of funds—
was $23%, or 53 percent, of total requirements in that year.
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The ability of corporations to finance requirements by
drawing on accumulated resources is, of course, limited by
their ownership of these assets as well as by other claims to
their use. Currently, corporations hold about $51% billion
\n cash, bank deposits and United States securities. While
this sum is large in absolute terms, the needs of business for
cash or near-cash balances are also high. Liquid resources
account for 47 percent of current liabilities at present, or 7
percentage points lower than in the preceding 2 years. This
proportion was 60 percent in 1950. Just prior to World
War II, liquid resources were equivalent to about 45 percent
of current liabilities.

Greater use of capital markets

Corporations increased their demands on institutional
lenders and the capital markets in 1956 with the result that
new financing from these sources was at or close to the all-
time peak.

Table 11.—-Sources and Uses of Corporate Funds

[Billions of dollars]

Corporate uses of funds:

Plant and equipment expenditures
Increase in:

Inventories (book value)
Receivables and miscellaneous assets
Liquid assets

Total

Sources of corporate financing:

Gross saving (depreciation and retained earnings) _
Reduction in liquid assets

Total of own resources

Market borrowing and stock issues

Increase in accounts payable and other lia-
bilities _

Total ... _ _

1955

24. 2

4. 6
10. 7
4. 8

44.3

23. 6

23, 6

11. 4

9. 3

44.3

1956

30. 0

6 0
10. 0
(i)

1 46.0

24,5
5 0

29 5

14 0

2 5

1 46. 0

1. Liquid, assets reduced in 1956 and shown as source funds. If the effect of reduction is
reflected in asset accumulation, total uses of funds in 1956 would be $41 billion, and there
would be a corresponding reduction in sources.

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

Total interest-bearing corporate debt rose by about $11
billion in 1956, compared with an increase of $9 billion the
preceding year. With interest costs also higher last year,
the debt servicing charges reached a new high for the postwar
period, one-eighth above 1955. However, as a result of
wartime reduction of corporate debt, the advance in earnings,
and the favorable terms of debt financing available over the
greater part of the postwar period, total interest payments
are still relatively low in terms of the operating funds avail-
able for servicing the debt.

Bank borrowing by corporations was particularly heavy
last year, the increase being about $2 billion greater than the
rise of $3 billion in 1955. To some extent this greater de-
pendence on bank sources may reflect a tendency to rely
temporarily on short-term funds pending a more certain
appraisal of the market for longer term borrowed funds, the

cost of which was rising rather sharply and steadily through-
out the year.

Heavy demand for capital funds was also reflected in the
increased volume of funds obtained in the security markets.
The net- inflow of funds to nonfinancial corporations from
the securities markets in 1956 amounted to over $8 billion,
about $1 billion more than in 1955. The major source of
additional funds was the net flotation of $5 billion debt
issues, a new high in such financing. Net stock issues in
1956, up moderately from the year before, were also close
to the postwar peak reached in 1952, and probably ap-
proached the all time high of the late twenties. Needless
to say, relative to the much higher total corporate require-
ments of recent years, stock issues have not supplied so high
a proportion as in that earlier period.

FINANCING BY INDIVIDUALS

Investment demands of individuals—both in their capacity
as home buyers and as business entrepreneurs—were again
heavy in 1956 but not quite up to the record spending of
the preceding year. The reduced volume of new physical
assets acquired by individuals in 1956 was more than com-
pensated by a sustained high rate of acquisition of financial
resources coupled with a moderated expansion in debt.
The principal features of the overall saving pattern for 1955
and 1956 are as follows (in billions of dollars):

1955 1956 Change'

Gross additions to physical assets 32^ 30 — 2%
Less: Depreciation allowances 13J4 14 — %
Equals: Net additions to physical assets 19 16 —3
Plus: Additions to financial assets (currency, de-

posits, insurance securities) 22% 25J4 4-3
Equals: Total net additions to assets 41}^ 41}£
Less: Increase in debt 23^ 21 +2^
Equals: Specified savings 18 20^ +2}£
Less: Discrepancy 1% —}i +2
Equals: Personal saving IQ% 21 4-4J4

1. Sign indicates effect on personal saving in 1956.

The figures for 1956, while as yet based on incomplete in-
formation for the full year, are indicative of the major changes
from the preceding year. There appears to have been a fairly
general tapering of physical investment demands by home
buyers, noncorporate business concerns and farm operators.
New nonfarm housing acquired by individuals amounted to
$14 billion in 1956. While this was roughly $1% billion be-
low the 1955 total, it was the second highest volume on
record. Unincorporated business enterprises also appear to
have slightly reduced their investment demand, as reflected
in lower plant and equipment spending on farms and lessened
inventory accumulation by both groups.

Liquid assets higher

The steady expansion of individuals' equities in insurance
and pension reserves continued into 1956 with individuals
saving $8.2 billion in these forms over the course of the year,
slightly more than in 1955. Individuals added $7 billion
to their holdings of corporate and government securities in
1956, about $1% billion more than net purchases in the
preceding year. These purchases in both 1955 and 1956 were
far in excess of any previous postwar year.

Additions in 1956 to cash assets held by persons were
somewhat higher than the $9 billion of 1955, continuing the
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rather high rate of accumulation in evidence since 1950.
Recent "cash" savings by individuals have featured expan-
sion of the more permanent types of assets—in the form of
savings accounts at banks and savings and loan associations.

Debt increase not so sharp
The continuing record or near-record accumulation of

physical and financial assets by individuals has been in large
part a reflection of high and rising incomes. However, these
incomes have been supplemented with a large volume of
borrowed funds, the use of which reached a peak in 1955.
Indebtedness of individuals continued to climb in 1956 but
at a somewhat moderated pace.

Nonfarm individuals increased their mortgage debt to
financial institutions by $10.7 billion in 1956, about $1%
billion less than the 1955 expansion. It may be recalled
that housing outlays were down by about the same amount
over this period so that the increase in gross housing equities
(outlays less debt expansion) was about the same in 1955 and
1956, both of which were somewhat lower than in immedi-
ately preceding years.

The pace of short-term borrowing by consumers also
moderated in 1956, especially for the purchase of automobiles.
Total short- and intermediate-term credit owed by consum-
ers amounted to nearly $42 billion at the end of 1956, an
increase of $3.2 billion over the year. During 1955 when
automobile sales were rising sharply, consumer credit rose
by $6.4 billion. As may be seen from table 12, the install-
ment segment has been the principal area in which changes
in short-term consumer debt has occurred.

The slackened pace of increase in consumer credit in 1956
stemmed for the most part from a steady climb in the rate of
repayments. For the year as a whole, these amounted to
$37 billion, more than $3 billion greater than in 1955.

It is of interest to note that total new installment loans
made in 1956 were actually somewhat greater than in 1955,
as borrowing for nonautomotive purchases continued up-
ward, more than offsetting a decline in loans made on auto-
mobile collateral. The 7-percent decline in new auto loans
was considerably less abrupt than the drop in new- car pur-
chases from 1955 to 1956.

Table 12.—Consumer Installment Credit—Extensions, Repayments,
and Net Change

[Billions of Dollars]

Total:
Extensions
Repayments
Net change

Automobile paper:
Extensions _
Repayments
Net change _ _

All other:
Extensions
Repayments
Net change _ - _

1954

31. 1
30. 5

. 6

11. 8
11. 8

. 0

19. 2
18. 6

.6

1955

39. 1
33. 7

5. 4

16. 7
13. 0
3. 7

22. 4
20. 6

1. 8

1956

39. 6
37. 1

2. 5

15. 6
14. 6

I. 0

24. 1
22. 5

1. 6

Trends in another area of indebtedness may be briefly
noted at this point—borrowing by individuals in their capac-
ity as owners of business firms. Current—and indeed even
historical—information on this important area is at best frag-
mentary. It appears, however, that this debt continued to
rise in 1956 at about the same or a somewhat higher rate
than in 1955. It would also appear that there was a relative
shift in sources of such funds, from banks to business sup-
pliers who were apparently asked to extend credit to their
customers in increasing volume in 1956.

Favorable current position
The financial position of individuals, taken in the aggre-

gate, is generally favorable at the present time. While debt
has risen absolutely and in relation to income (table 13), cap-
ital assets—both physical and financial—are also much
higher. The increased ownership of these assets has for the
most part at least kept pace with the gain in incomes in
recent years, and current holdings are far above prewar in
relative as well as dollar terms.

The rise in installment debt last year was not much greater
than the gain in income, so that the ratio of outstanding
debt to income was virtually unchanged at 11 percent.
There has been a fairly strong long-term tendency for this
indebtedness to rise relative to income as consumers were
more inclined to make time purchases and financial institu-
tions provided the facilities for such loans.

Table 13.—Selected Debts As a Percent of Disposable Personal
Income

[Percent]

End of

1929
1939
1945
1950
1954
1955
1956"

Mortgage
debt

22. 7
23. 2
12. 4
21. 9
29. 8
32. 6
34. 5

Short- and intermediate-t^rrn con-
sumer debt

Total

7 8/. o
10. 2
3.8

10. 4
12.7
14.3
14. 6

t
Installment! Other

i

3.9
6. 4
1. 7
7. 1
9. 3

10.7
11. 0

3. 9
3. 8
2. 1
3.3
3. 4
3. 6
3. 6

Source: Board of Governors of the Federal Reserve System.

f=Preliminary.

Source: Housing and Home Finance Agency and Board of Governors of the Federal
Reserve System for debt estimates; U. S. Department of Commerce, Office of Business
Economics for income estimates.

Mortgage debt is also still expanding, not only in dollar
terms but in relation to income. Servicing charges were
higher in 1956 as restricted availability of funds was followed
by higher interest rates and shortened maturities. While in
the overall view the burden of mortgage debt at the present
time does not appear excessive in the light of the record flow
of income and a financial position of individuals which is
otherwise generally satisfactory, the fixed long-term com-
mitments involved in the high mortgage financing volume of
recent years would take on considerably greater significance
for the economy under less favorable conditions.
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Production and
Trade Developments

jrVCTIVITY in production and trade reflected the overall
strong demand pressures which persisted throughout the
year. New production highs were achieved in 1956 with
most of the output flowing into consuming channels. The
amounts set aside for additions to inventories were generally
in line with requirements to support the rising rates of
operations.

Volume higher
Major sectors of production and trade, with the exception

of construction activity, showed year-to-year gains both in
absolute and in real terms in 1956. The 1955-56 volume
increases ranged from 1 percent for farm output to 3 percent
for industrial production. Total new construction activity
fell slightly below the record volume of 1955 as reduced
residential building activity more than offset the moderate
rise in other construction.

Production trends during the year, after adjustment for
seasonal influences, were noticeably mixed. Industrial pro-
duction followed an irregular course, tapering off in the first
half and advancing moderately in the second half, while
retail trade advanced slowly during most of the year. The
gain, however, was less than the rise in disposable personal
income. New construction activity reached a high in the
second quarter of 1956 and then moved slowly downward.

Continued high demand from both business and con-
sumers was reflected in a larger flow of new orders received

by manufacturers during the year. Orders generally exceeded
sales throughout the year with the result that backlogs at
the end of the year reached $62 billion, the highest ever
recorded, and an increase of $6)2 billion during the year.

Table 14.—Changes in Production and Volume of Trade

Industrial production

Durables
Nondurables
Minerals . _ .. „ . . . .

Construction (1947-49 dollars^

Residential _ - _ _ .. _ _ .
All other

Farm output

Livestock and livestock products
All crops

Retail sales (1947-49 dollars)

Percent Change

1954 to 1955

11. 2

13. 1
8. 6
9. 9

11. 2

20. 2
6. 6

4. 6

3.4
5 0

8.9

1955 to 19,r>f>

2. 9

2. 6
2. 4
5. 7

-2. 2

-12. 1
4. 1

. 9

1.7
0

1.6

Sources of basic data: Board of Governors of the Federal Reserve System; U. S. Depart-
ment of Commerce, Office of Business Economics and Business and Defense Services Ad-
ministration; U. S. Department of Labor, Bureau of Labor Statistics; and U. S. Depart-
ment of Agriculture, Agricultural Research Service.

Trends In Industrial Production

INDUSTRIAL production was moderately higher in 1956 fol-
lowing the rapid advance in 1955. The increase in the
physical volume of output from 1955 to 1956, as measured by
the Federal Keserve index, was 3 percent which compares
with an advance of 11 percent from 1954 to 1955. Output
was little changed in the first half of the year, was reduced
in the strike-affected month of July, and then advanced

moderately to a rate at the year-end 2 percent above that-
reached at the end of 1955.

The output rise in the latter part of the year reflected in
part the recovery from the effects of the steel strike and
equally important the sharp rebound in auto production
in November and December from the relatively low volume
prevailing in the preceding months. Production of defense
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materials showed little change from 1955, with some pickup
towards the end of the year.

Machinery paces advance
The major production developments from 1955 to 1956

were the strong steady advance in output of producers'
equipment largely used for the modernization and facilities
expansion programs of industry, and the sharp drop in the

Manufacturing Output

Main features of 1956 were a strong advance in
machinery and equipment and a decline in autos

index, Qtrly. Avg., 1st half 1 9 5 3 = 1 0 0
120

100

80

60 I L

TOTAL

I 40

) 20

1OO

80

60

I 40

I 20

10O
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60

I 20

IOO

80

60

TRANSPORTATION EQUIPMENT
OTHER THAN AUTOS

. , , 1 , . , I , . . I

AUTOS, TRUCKS, AND PARTS

i i j i i i ]

NONDURABLES

OTHER DURABLES

I . .

1953 1954 1955

S E A S O N A L L Y A D J U S T E D

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

(956

Basic data: FR8

5 7 - 4 - u

automotive industry. Year-to-year changes in output of
most other industries were generally confined to narrow limits
with increases predominating. The production pattern
during 1956 which reflected mixed trends among industries
contrasts sharply with 1955 when rising production trends
prevailed throughout manufacturing.

Of the 3 broad groups of manufacturing and mining com-
prising the Federal Reserve production indexes small in-
creases from 1955 to 1956 occurred in durables and nondur-
ables, and a somewhat larger advance in minerals.

Both production and consumption of raw and semifinished
materials were higher than in any other year. Producers of
materials generally maintained operations at or close to
capacity rates throughout the year except during periods
affected by work stoppages as in steel and aluminum. For
some commodities, however, the rate of consumption, par-
ticularly in the latter part of the year, fell below production
so that stocks in hands of producers at the year end were
considerably higher than at the beginning of the year.

Steel output below 1955 high

Supplies of finished steel were generally adequate to meet
demand except for heavy plates, structural shapes, and cer-
tain types of tubular products which became especially
stringent following the steel tie-up in midsummer. Inven-
tories helped to tide the steel-consuming industries over the
strike period.

Over 115 million tons of steel ingots and castings were
turned out in 1956, less than 2 million tons short of the
record volume of 1955. In the October-December period,
the industry, operating at an average rate of 100.3 percent
of capacity in place at the beginning of the year, produced
32.4 million tons, an annual rate of 130 million tons.

Shipments of finished steel products for the year were 1.4
million tons below the 1955 volume. After allowance is
made for imports and exports the supplies available for
the domestic market were 1.1 million tons fewer than in
1955.

During the year, the Nation's rated ingot capacity of
steel-producing facilities increased over 5 million tons,
bringing the total rated capacity on January 1, 1957, to a
record 133.5 million tons.

Larger nonferrous metal supplies

Nonferrous metal supplies expanded sharply in 1956 with
higher domestic production and increased imports. Sizable
production increases were registered for copper and alumi-
num, mainly the result of output from new mines and
facilities, while increases in production of zinc and lead were
on a more modest scale. The temporary tightness in the
supply-demand position that prevailed for copper and
aluminum in the early months of 1956 changed to one of
easier supply by midyear.

In the last half of the year, output of these two metals
remained high which together with reduced demand resulting
in part from the curtailment in the auto industry and lower
residential construction permitted a substantial buildup of
producers' stocks for the first time since before the Korean
hostilities. Because of the improvement in supplies, Govern-
ment purchases of copper for the national stockpile were
resumed after having been suspended in mid-1955. In the
case of aluminum, no such purchases have been made since
the first half of 1955.
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Outside the metals group, production of materials kept
pace with actual demand. Increased production was re-
proted for such important basic materials as paper and paper-
board,, plastics and resin materials, industrial chemicals,
synthetic rubber, cement and most other construction
materials, bituminous coal, and crude petroleum, while de-
creases were shown for lumber and textile mill products.

Fuel output moves ahead

The recovery in the coal industry gained momentum in
1956 as more than 500 million tons were produced, the
highest since 1951. Last year's 8 percent increase over 1955
raised output by nearly one-third over 1954, the low point
in the postwar period. The upsurge reflected for the most
part much larger overseas shipments along with expanding
demands from domestic electric utilities.

A study of consumption figures suggests that the pro-
longed period of declining use by railroads during the post-
war shift from steam to diesel-electric locomotives has about
ended. Use of coal by railroads—once the largest single
consumer—has been cut from 125 million tons in 1945 to
less than 13 million tons in 1956. During this same period,
the utilization of coal by the electric utility industry, which
has replaced the railroads as the most important consumer,
has doubled, from 72 to over 150 million tons.

Production of crude petroleum showed little month-to-
month change until December when daily average output
was boosted to around 7.4 million barrels to meet pressing
foreign demands arising from the crisis in the Near East.

Expansion in producers' equipment

The indexes used in the accompanying chart represent
components of the Federal Reserve indexes of manufacturing
production which in a few instances were regrouped.

The sharply rising curve of nonautomotive transportation
equipment reflects increased activity in plants producing
military aircraft and guided missiles for Government account
and transport planes for commercial use, ships, and railroad
equipment. Both the aircraft and shipbuilding industries
have been strongly supported by a rising volume of new
orders and increasing backlogs.

Production of military aircraft has been tapering off since
1953 but this lias been offset by increased work on missile
development and the new jet and turboprop transports for
domestic and foreign air carriers. Civilian backlogs of all
types of pianos are currently at a record high.

A similar expansion in output is underway in shipbuilding
yards, where construction work on new ships lias not only
been advancing since the early months of the year but has
been speeded up in view of the blocking of the Suez Canal.

Manufacturers of rolling stock and in particular freight
cars also have been active on large order backlogs. Over
67,000 freight cars and 1,445 diesel-electric locomotives were
delivered to domestic railroads in 1956 as compared with
38,000 and 1,172, respectively, in 1955. Though the total
of new orders placed for freight cars during the year was
down from the exceptionally high volume of 1955, backlogs
at the year-end were still sufficient to keep plants going 16
months at the December rate of deliveries of 7,300 units.

The machinery industry showed outstanding strength in
1956. This industry, which turns out all types of electrical
and nonelectrical machinery and equipment, recorded a
year-to-year advance of 1.0 percent, the largest, with the
exception of instruments which is closely allied to machinery
lines, among the major manufacturing industries. The rise

in output reflects, of course, the substantial expansion in
private business outlays for new plant and equipment which
have been running at record levels for more than a year.

The slight dip in the January-March 1956 period mirrored
the loss of production resulting from a prolonged work stop-
page in plants of an important producer. The increase in
the rate of activity tended to slow down in the final quarter
of the year, though output was still 7 percent above the
fourth quarter of 1955.

Most segments within the machinery group shared in the
advance. The machine tool industry expanded dollar ship-
ments by as much as one-third and producers of excavating
and earthmoving equipment upped their deliveries by one-
fifth from 1955 to 1956. Lesser but nevertheless significant
increases were also shown for industries producing paper
machinery, chemical and petroleum refining equipment,
food, and other types of special industrial and general purpose
machinery. Notable exceptions to the upward trend
occurred, however, in plants producing farm machinery,
tractors, and textile machinery.

Lower consumer durable goods output
Production of consumer durable goods, as measured by the

Federal Reserve index, was 11 percent below the record vol-
ume of 1955 due mainly to the reduced output of passenger
cars. Production of other consumer durable goods in the
aggregate was about the same as in 1955 as small increases
in output of furniture and floor coverings and appliances off-
set a drop in radio-television sets.

The auto industry fell sharply behind its peak performance
in 1955. Responsible for this development were the excep-
tionally heavy inventories of new passenger cars held by
dealers at the beginning of the year and the reduced rate of
consumer buying following the record sales of 1955. Cut-
backs in output to adjust to the rate of retail sales began
early in the year and generally continued through September.

With the shift to 1957 passenger models in October com-
pletions rose and in December they reached 600,000, the
high for the year though 14 percent below December 1955.
For the year, assemblies of passenger cars and trucks totaled
6.9 million as compared with 9.2 million in 1955. The cut-
back in output was much sharper for passenger cars than for
trucks.

Table 15.—Production of Selected Consumer Durable Goods

Passenger cars
Refrigerators, electric
Freezers, farm and home
Air conditioners, room
Ranges electric including built-ins

Washing machines
Dryers, clothes, electric and gas
Vacuum cleaners
Television receivers
Radios household

Radios, auto
Disposals, food waste
Dishwashers
Phonographs, excluding combinations and

record-player attachments

1955

Thou-
sands

7, 943
4, 200
1, 100
1, 270
1 600

4, 391
1, 396
3 270
7, 757
7, 665

6, 864
520
295

2, 234

1956

Thou-
sands

5, 800
3, 700

975
1, 765
1, 585

4, 713
1, 660
3, 725
7, 387
8, 924

5, 057
590
400

3, 600

Percent
change
1955 to

19o«

-27
— 12
— 11

39
— 1

19
14

— 5
It)

-26
14
36

61

Sources: Passenger cars, Automobile Manufacturers Association; radio and television sets,
Radio-Electronics-Television Manufacturers Association; all others, Electrical Merchan-
dising.
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Year-to-year changes in the production of 14 individual
consumer durable goods were somewhat mixed, as shown in
the accompanying table. The best output performers, as has
been true generally throughout the postwar period, were the
relatively newer household appliances—room air condi-
tioners, clothes dryers, food waste disposals, and dishwashers.
These items which still have a relatively low saturation point
registered new production peaks in 1956.

Among the well established products, washing machines
and vacuum cleaners were in strong demand and also recorded
new highs. On the other hand, output of refrigerators, freez-
ers, electric ranges showed declines, ranging from 1 to more
than 10 percent.

Inventories of household appliances at the year end were
generally well above the year ago figures and, in some cases,
high in relation to sales.

About 7.4 million black and white television receivers
were produced in 1956, a drop of 360 thousand from the
record volume of 1955. Output of household radios, bene-
fiting from the first full year of volume production of the new
transistor type portable model, increased substantially while
the number of auto radios fell.

Since consumer purchases of both radio and television sets
for the year as a whole were well below output there was a
substantial addition to stocks which at the year end were
higher than in any previous year.

Construction Activity in 1956

TOTAL construction expenditures set another record last
year as outlays exceeded $44 billion—an increase of $1.3
billion or 3 percent over 1955. Advances were not so
widespread as in the previous year: spending on public
construction rose as did expenditures on private nonresi-
dential, but outlays for private residential construction
were below the 1955 peak.

With the economy working at near-capacity rates, espe-
cially in the investment goods area, pressure on material
and labor costs persisted, and the upward trend in construc-
tion costs continued. The year was also characterized by a
stringency in the supply of funds, especially those available
for Government guaranteed home mortgages, with a resultant
adverse effect on new housing starts.

Although some leveling in costs for most types of construc-
tion became apparent in the last few months of 1956, the
increase in construction costs for the year as a whole—
approximately 5 percent—was the largest since 1951. By
the end of 1956 the Department of Commerce composite cost
index was almost one-third higher than the 1947-49 average.
Average hourly earnings of construction workers in 1956 were
5 percent above the 1955 average, while building materials
prices, paced by rises in metals and nonmetallic mineral prod-
ucts, advanced by a comparable amount.

The total physical volume of construction put in place
apparently declined for the first time in the postwar period.
The fall in residential expenditures brought about a 4 per-
cent decline in real private outlays over the year, while real
public expenditures rose by approximately 2 percent.

Residential construction
Private residential construction, at just over $15 billion

in 1956, was 8 percent less than the record outlay in 1955
but second only to that year. Activity in the first three
quarters of the year, after seasonal adjustment, varied over
a narrow range. Fourth quarter 1956 seasonally adjusted
rates were about 3 percent below the average for the year.

As compared with 1955, the 1956 total reflected a decrease
in the number of housing units under way, an increase in
construction costs and an increase in the average value of
housing units started. The average construction cost for
one-family dwelling units built in 1956 rose 8 percent from
the average cost of units built in the preceding year, in con-
trast with a 5 percent increase in the index of construction
costs.

Fewer housing starts

The year 1956 was a period of decline in new house con-
struction, following the strong upsurge in homebuilding
that began around the end of 1953 and continued into the
early part of 1955. The downward movement in housing
starts, which became noticeable after the middle of 1955.
continued through 1956. For the year as a whole 1.1 million
private units were begun, 0.2 million fewer than were started
in 1955 and about the same as the number begun in 1952
and 1953. In the final quarter of the year the seasonally
adjusted annual rate of starts was 1.05 million, as compared
with the 1955 peak or 1.4 million in the second quarter.

The most recent decline in housing starts has centered
almost exclusively in units financed with Government under-
written mortgages. This type of housing, in contrast to the
conventionally financed kind, has proven to be a compara-
tively volatile element in homebuilding activity. Trends
since 1950 are illustrated in the bottom panel of the chart,
Throughout this period the conventionally financed units
have exhibited considerable stability, so that most of the
changes in the total have been attributable to shifts in tlia
number of Government-assisted units.

Government programs decline

This pronounced fluctuation in Government-underwritteB
housing has demonstrated the sensitivity of an important
segment of investment demand to the changing availability of
funds and the terms at which mortgages have been granted to
home buyers. The quarter of a million unit rise in housing
starts from 1953 to 1955 took place solely in the Government-
assisted sector. The groundwork for this substantial increase
took place under the comparatively easy monetary conditions
of late 1953 and 1954. During this period reduced demands
for funds by business for investment purposes and a policy
of credit easing on the part of the monetary authorities in-
creased the attractiveness of FHA and VA home mortgages
to lenders, who were able to offer prospective home purchases
very long-term loans with very small or no downpayments.

The recovery in business investment in early 1955 brought
about a change in money-market conditions. With a shift, in
policy to one of monetary restraint, funds available for
the widely used 4H percent, relatively longer term FHA and
VA loans, with low downpayments, became increasingly
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scarce in 1955. The effect on housing starts was somewhat
delayed but showed up initially at the planning stage, in
applications by builders to FHA and VA for proposed new
home construction, which showed virtually a continuous
decline in 1955.

Although the year 1956 started off with some easing of
terms on FHA and VA mortgages—30-year maturities were
once again permitted—funds were not so readily available.
As long term interest rates generally increased, lenders found
the FHA and VA mortgages increasingly less attractive, and
applications by home builders for new home construction
under Government programs continued to fall through the
year. The table below presents data for such applications in
recent years.

New Construction
Higher outlays for private nonresidential and

public construction offset residential decrease

BILLIONS OF DOLLARS
50 —

TOTAL
40 —

B O T H E R P R I V A T E

P R I V A T E R E S I D E N T I A L
( N O N F A R M)

Government-assisted units accounted for most of

the housing decline

MILLIONS OF UNITS
1.5 —

1.0 —

NEW NONFARM HOUSING STARTS
PRIVATELY FINANCED

F H A a V A P R O G R A M S

I960 51 52 53 54 55 56

Oofa, 8DSA, BLS, FHA a VA

U, S, Deportment of Commerce, Office of Business Economics 5 7 - 4 - 1 2

A number of limited measures were undertaken by the
Government in the fall of 1956 to help make home buying
more attractive to final purchasers, and Government-under-
written mortgages more attractive to lenders: downpayment
ratios on low cost FHA houses were decreased, limitations
on borrowing by savings and loans associations were re-
laxed, and in December the maximum permissible interest
rate on FHA insured mortgages was raised from 4% to 5
percent. The President on January 23 of this year recom-
mended that Congress consider adjusting the permissible
interest rate on VA mortgages in line with "competitive
market rates."

[Thousands of dwelling units]

1953
1954
1955 _ _ _ - _
1956
1955, 4th quarter
1956, 4th quarter ... _ _ _ _

FHA

254
339
306
198
49
31

VA

251
535
621
401
98
70

Total

505
874
927
599
147
101

Nonresidential construction strong

With business spending on new and modernized facilities
in the forefront during 1956, activity in private construction
other than residential was at record rates. Expenditures in
this category totaled $15.5 billion in 1956, rising 10 percent
above the 1955 aggregate. Except for farm construction all
major classes of outlays were higher than in the previous
year. Most of the advance for the year appears to have
taken place in the first 5 months; the seasonally adjusted
trend of outlays for these expenditures considered as a group
showed little change after May.

The continued heavy expansion by manufacturing and
mining firms—considered in greater detail elsewhere—-brought
about a large increase in outlays for industrial construction.
In real terms last year's volume was a record, surpassing
previous peaks reached in 1929 and in 1946.

Commercial construction rose 8 percent over 1955, mostly
in the office building and warehouse category, which was up
one-fifth over the previous year. There is an indication that
the recent boom in store construction has come to a halt
since outlays for stores, restaurants and garages were little
changed from the record outlay in 1955, and in real terms
were slightly lower.

All major classes of public utility construction rose last
year; expenditures for the group as a whole were up 10
percent, to a rate in excess of $5 billion. The most pro-
nouiiced increase occurred in outlays by telephone com-
panies and the railroads, with advances in excess of 15
percent. Expansion programs of electric and gas utilities
continued to be large.

The growing requirements for community and related
facilities resulted in a 12 percent advance in this category
over 1955, with higher expenditures for religious, educational,
and social and recreational facilities.

Public construction

Total public outlays advanced for the tenth successive
vear in 1956, rising by $1 billion to a total of almost $13}£
pillion. Expenditures on most types of public construction
increased but the largest advances were for new highway
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construction, and for water and sewer facilities in newly
developing suburban areas. Most of the advance over the
year was for State and locally owned facilities; expenditures
on federally owned facilities were slightly lower although
there was an increase in construction financed by Federal
grants-in-aid to State and local governments.

New highway construction expenditures at approximately
$5 billion, were 13 percent greater last year than in 1955.
Although new Federal highway legislation was enacted dur-
ing the year/ the rise in 1956 reflected work on projects
started without the benefit of the new law. New work
initiated, as reflected in contract awards during the year,
pointed to diverse trends: although the value of contract-

awards for highway construction rose by about the same
amount as expenditures, it reflected a sizable decrease in
State toll road facilities and a large advance in State-owned,
federally aided roads.

Expenditures for new schools were approximately $2.5
billion in 1956, about 4 percent above the 1955 outlay or
about unchanged in real terms. Outlays for Federal
industrial facilities, largely atomic energy installations, were
off sharply from 1955; they represent the late phases of the
large programs that were begun during the Korean hostilities.
The year also experienced higher outlays for public housing
and conservation and development and decreases in hospital
and institutional construction.

Agricultural Production and Income

AGRICULTURAL production was again higher in 1956 as
crop production was maintained at the 1955 volume and live-
stock output continued to expand. Farm prices steadied
during 1956 after several years of decline. The prices
received index averaged the same as in 1955 but in contrast
to the sharp decline late in 1955, farm prices were well sus-
tained during the heavy marketing season in the latter
part of 1956. At year end, prices received averaged 7 per-
cent higher than at the end of 1955.

Gross farm income turned upward last year. Cash re-
ceipts from farm marketings were $30 billion, up $% billion
from 1955. Increased Government payments under the
newly developed Soil Bank program contributed to higher
cash farm income.

Farm production expenses were also higher in 1956, how-
ever, and preliminary estimates are that part of the increase
in receipts came out of a reduction in stocks which had in-
creased moderately in 1955. After deducting costs and
adjusting for inventory change, net income of farm propri-
etors in 1956 was about even with 1955. As in the case of
prices, year-end income was somewhat higher than at the
end of 1955.

The strengthening of prices despite a rise in farm market-
ings reflected increased consumer purchasing power and
higher export demand. Domestic demand for farm prod-
ucts increased in 1956, with consumers spending 5 percent
more for food than in the preceding year, though a part of
the rise at retail reflected some increase in distribution
costs. Agricultural exports expanded substantially in 1956
aided by a stepped-up program of Government surplus sales
abroad which together with increased domestic disposal
brought a moderate reduction in total price-support invest-
ment.

Crop production unchanged

Despite droughty conditions in a considerable area around
the central and southern plains, crop yields for the United
States as a whole were at a new high in 1956. The Soil Bank
program placed in operation during the year together with
extended periods of dry weather resulted in the diversion or
abandonment of an unusually large acreage of crops after
planting. With harvested acreage down 4 percent from 1955
and the lowest in many years, total crop production at 106

1. For an analysis of the new legislation see "Economic Aspects of the New Highway Pro-
gram," SURVEY, December 1956.

percent of the 1947-49 average was equal to the previous
high reached in 1955 and in one earlier year.

Feed grain production was again large in 1956, though
slightly lower than in 1955. A corn crop of 3.5 billion bushels
has been exceeded only once as record yields were obtained
on a reduced acreage despite considerable periods of dry
weather in the western part of the Corn Belt.

Reduced acreage of oats and lower yields cut the oat crop
a fourth below the record outturn in 1955 and sorghum grain
production was also lower. Hay and forage production was
moderately below the 1955 record but otherwise higher than
in other recent years and the carryover is large.

Food grain production was slightly higher in 1956 as an
increase in wheat was partially offset by reductions in rice
and rye.

Oil crop production expanded sharply in 1956 as soybean
production reached a new high and flaxseed output was
also up.

Of the principal nonfood crops, declines occurred in both
cotton and tobacco. The cotton crop totaled 13.2 million
running bales in 1956, a reduction of 1.3 million from the
preceding year principally because of a further cutback in
acreage. Yields per acre were slightly below the record
obtained in 1955. Tobacco production was curtailed
moderately for the second successive 3Tear as restrictions in
acreage allotments more than offset advances to new highs
in yield per acre.

Smaller rise in livestock
Output of livestock and products continued upward in

1956 following the substantial advance in recent years.
Beef cattle marketings were slightly above 1955, but the
character of the slaughter indicated that the several-year
rise in cattle numbers was tapering off. In part this was
related to the persistence of drought over a large section
of the cattle growing area, though special measures taken
for feed distribution and grazing of soil-bank acreage and
the movement of cattle to areas where feed is available
prevented the abrupt liquidation of foundation herds.
More cattle and calves were on feed at the end of 1956,
however, than a year earlier.

Hog production was reduced in 1956 and slaughter was
considerably smaller in the final quarter than a }rear earlier,
leading to a strengthening in hog prices that contrasted
sharply with a decline at the end of 1955. The improvement
in meat animal prices during the course of the year with
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allowance for seasonal influences made possible the discon-
tinuance of the Department of Agriculture's special meat
buying program which had been set up to assist producers
during the fall period of heavy marketings.

Table 16.—Farm Gross National Product

[Billions of dollars]

1 Total value of farm output

2. Less: Value of intermediate prod-
ucts consumed, total _ _ .

3. Equals: Farm gross national prod-
uct

i
Current dollars j Constant 1947-49 dollars

1953

34.3

13.3

21.0

1954 | 1955

33.7

13.4

20.2

33. 0

13. 3

19.7

1956 1 1953
j

33.2 ! 35.8

13.4 j 12.9

19. 7 22. 9

1954

36. 8

13.1

23.7

1955

38. 1

13.3

24.8

1956

38.0

13.0

25.0

Source: U. S. Department of Commerce, Office of Business Economics, based largely upon
data from U. 8. Department of Agriculture.

Milk production rose to a new high in 1956. Prices re-
ceived by fanners for each type of dairy product, also
advanced from 1955 to 1956 as support prices for manu-
factured products were increased and strong demand brought
some rise in the proportion of milk used for fluid purposes,
the class of product for which farmers receive the highest
price. With large supplies of feed available and demand
high and support firm, cost-price relationships continued
favorable to dairy production through the year end. The
production trend remained high with a sizable portion of
output being purchased by the Government for price support
purposes—-the average for the year was about 4 percent.

The largest increase in livestock and products in 1956
occurred in poultry and eggs. Production was up nearly
one-tenth from the year before, accompanied by pronounced
declines in prices from a year earlier as supplies increased in
the latter part of the year.

Adjustment of surpluses

Government support of farm prices continued high in
1956. The amount extended during the year—$3.2 billion—
was somewhat lower than the corresponding figure for 1955
and considerably below that for 1954. Losses sustained by
the Commodity Credit Corporation were substantially
larger last year with the stepped-up disposal sales at reduced
prices.

Table 17.-—Farm Production

[1947-49—100]

j 1950

Far

AH

All

m output

livestock and products. _

Meat animals
Dairy products
Poultry and eggs _

crops

100

106

107
101
111

97

1951 1952

103

111

114
100
119

99

107

112

115
101
123

103

1953

108

114

114
106
127

103

1954 ] 1955

108

117

121
107
125

101

113

121

127
108
123

106

1956 P

114

123

1 26
111
134

106

p Preliminary
Source: U. S. Department of Agriculture, Agricultural Reserch Service.

Nevertheless, in contrast to the large rises in carryovers
in other recent years, a start was made on reducing stocks,
and changes in disposition policy are designed to bring
further reductions. Particularly notable was the reduction

in the export price of cotton which resulted in a sharp rise
in cotton exports. Cotton exports during the 1956-57
season are expected to be about 3 times as large as in the
preceding year. As a consequence, prospects are for a sub-
stantial cut in the record carryover at the beginning of the
season.

Stepped-up disposition of dairy products has removed the
surplus stocks of butter and reduced cheese stocks sharply, de-
spite continuing large purchases by the CCC. Support prices
for daily products were increased in the spring of 1956 and milk
production continued at a high rate throughout the year,
so that in spite of an increase in consumption, price support
purchases were as large in 1956 as in 1955.

Stepped-up exports of wheat are expected to bring a re-
duction in the record carryover of wheat at the beginning of
the 1956-57 season. Winter wheat seedings in the fall of
1956 were substantially below those of a year earlier and crop
conditions at the year end reflected a general moisture
deficiency. On a smaller scale, increased exports of rice
largely disposed of the rice surplus.

On the other hand the corn surplus was increased by a
bumper crop in 1956. Some reduction has taken place in
grain consuming livestock-—principally hogs—and the exist-
ence of large world stocks of feed supplies have limited export
disposition although exports remain above average. In a
referendum in December, the Soil Bank base acreage allot-
ment plan for corn failed to receive the two-thirds majority
required for ratification. New legislative proposals are now
being considered by Congress.

Tobacco stocks have also continued to increase. Despite
reductions in production during the past 2 years, output has
continued in excess of domestic consumption and exports.

Rise in product per man-hour
Farm gross national product in constant dollars was sus-

tained in 1956 at the high rate attained in 1955. At $25.0
billion in constant 1947-49 dollars, it was 15 percent above
the 1947-49 average. Farm gross national product is a
value-added concept obtained by subtracting from the total
value of farm output the value of (intermediate) materials
used up in the production process, such as fertilizer, pur-
chased feed, and motor fuel. It measures production occur-
ring on farms, without duplication, and is "gross" only in
the sense that depreciation and other capital consumption
allowance are not deducted. It is computed both in current
dollars and in "real" or constant (1947-49) dollars; only the
latter is discussed here.1

Total farm output has risen at aDout the same rate as
farm gross national product in the past decade, but has
advanced more rapidly from the prewar period to date. As
a consequence of increasing mechanization, farm GNP per
man-hour has risen at an average rate of 4 percent per year
since 1941.2 During the same period total output per man-
hour has risen an average of more than 4% percent per year.

The more rapid rise in total farm output than in farm
GNP occurred during the war and immediate postwar years
when cost-price ratios were unusually favorable for farm
proprietors. This implies the use of a relatively larger pro-
portion of intermediate products in relation to total output
during that period. In the past several years, when cost-
price relationships have been less favorable, the proportion
of intermediate products used to total output has shown no
further rise, and in a few years it has declined slightly, so
that the increase in farm GNP has at least kept pace with
total output.

1. Historical estimate of current and constant dollar farm GNP are shown in the August
1954 issue of SURVEY OF CURRENT BUSINESS.

2. The man-hours represent the monthly average for each year of the number at work in
agriculture times the average hours from the Census Monthly Report of the Labor Force.
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Retail Trade Pattern

SALES at all retail stores in 1956 reached a total of $191
billion, up 3 percent from 1955. The record volume of
purchases by consumers at retail stores reflected, in large
part, the continued rise in disposable personal income, which
advanced about 6 percent from 1955 to 1956. Price in-
creases were important in the rise in dollar sales in 1956.
At retail establishments the prices of goods sold rose about
IK percent from 1955 to 1956, so that the physical volume of
goods moving through retail channels in 1956 was not much
larger than in 1955.

After a decline in the first quarter of the year, related
primarily to reduced automobile purchases, sales increased
steadily to a seasonally adjusted annual rate of over $195
billion in the fourth quarter of the year, 3 percent above the
final quarter of 1955.

Consumer credit also played a part in the sales picture but
not to the same extent as in 1955. Installment credit in-
creased $3.2 billion during 1956 or about half the advance
registered in 1955. The most marked change in the credit
pattern was in the slower growth in the value of automobile
debt. Automobile paper outstanding rose about $1 billion
in 1956 compared with an increase of nearly $4 billion in 1955.

Durable-goods sales decline
Retail sales in major lines of trade with the notable excep-

tion of motor vehicle and farm equipment dealers reached
new highs in 1956. Motor vehicle dealers' sales which totaled
$34 billion in 1956 were down 6 percent from the previous
year. Unit sales in 1956 of 5.8 million new cars, while
below the previous year's high of nearly 7% million, were
still above that of any previous year except 1950. Farm
equipment dealer sales, reflecting lower farm income, declined
9 percent from 1955 to 1956.

Other major durable-goods groups recorded annual sales
increases in 1956 over 1955, with advances varying from
2 to 6 percent. At lumber, building, hardware stores, how-
ever, there was evidence of a downward trend in sales in the
second half of the year, reflecting in part the reduced volume
of residential construction.

Nondurables continue growth
There were no signs of slackening of consumer demand for

nondurables. Since the third quarter of 1954 seasonally
adjusted sales of nondurable-goods stores have established
new highs in each succeeding quarter. In the fourth quarter
of 1956 they reached an annual rate of $128 billion, 6 percent
above the corresponding quarter of 1955.

All the major nondurable-goods groups have exhibited
significant sales gains in the past two years to establish
record sales marks in 1956. Gasoline service stations and

28

Retail Store Sales
BILLIONS OF DOLLARS
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140

TOTAL RETAIL SALES
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PERCENT CHANGE, 1956 AND 1955 VS. PRECEDING YEARS
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drug stores showed the largest relative sales increases—more
than 10 percent over the previous year. Gasoline service
stations have shown a strong and steady growth in sales
throughout the postwar period, a growth in large part asso-

^ciated with the continuing increase in the number of motor
Vehicles on the road. Passenger car registrations at the end

of 1956, estimated at 54 million, represented an increase of
about 8 million vehicles in the past 3 years.

Table 18.—Sales of Retail Stores by Kinds of Business, 1953-56

[Billions of dollars]

All retail stores *

Durable-goods stores *

\utomotive group
Motor vehicle, other auto

dealers
Furniture and appliance group _
Lumber, building, hardware

group

Nondurable-goods stores *

Apparel group
Drug and proprietary stores
Eating and drinking places
Food group

Grocery stores
Gasoline service stations

General merchandise group
Department stores, excluding

mail-order

1953

170.7

60.4

33.3

31.5
9.1

10.4

110.4

10.3
4.8

13.0
40.8
33.6
10.5

19.0

10.4

1954

170.7

58.2

31.7

30.0
9.1

10.1

112.5

10.1
4.9

13.1
41,6
35.0
11.4

18.9

10.3

1955

185.5

67.0

38.2

36.3
10.1

11.0

118.5

10.8
5.2

13.7
43.6
36.9
12.4

20.1

10.9

1956

191.5

65.8

36.1

34.1
10.7

11.2

125.7

11.6
5.8

14.3
46.0
39.2
13.7

20.8

11.3

Seasonally adjusted quarters at
annual rates

1955

IV

189.5

68.5

39.1

37.1
10.2

11.3

121.0

10.9
5.4

13.9
44.6
37.8
12.8

20.3

11.0

1956

I

187.0

65.1

36.3

34.4
10.4

11.0

121.9

11.1
5.6

14.1
44.7
38.1
13.3

20.2

10.9

II

189.7

64.8

35.3

33.2
10.6

11.5

124.9

11.4
5.7

14.6
45.2
38.6
13.7

20.7

11.3

III

193.2

65.5

35.1

33.0
10.8

11.4

127.6

11.9
5.8

14.3
46.6
39.7
13.9

21.3

11.7

IV

195.6

67.9

37.9

35.8
10.8

10.7

127.7

11.9
5.9

14.3
47.3
40.3
140

20.7

11.3

1. Sales of jewelry stores, other durable-goods stores, and other nondurable-goods stores are
not shown separately but are included in the appropriate total.

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

Food stores too have had steady year-to-year sales ad-
vances, with the average rate of increase in the last five years
being about 4 percent; in 1956 they were up 5 percent. The
expansion in food store sales reflects the higher volume of food
consumption and the increasing use by consumers of partially
or wholly processed food products, especially in the frozen
food lines, which involve higher charges because of the extra
services involved. The increase in nonfood items sold in
these establishments, especially at the larger supermarkets,
has been an added factor in the sales rise. The dollar in-
creases also reflected higher food prices at retail.

Apparel store sales have exhibited some strength in the
past two years, following a slowly declining tendency in the

prior several years. Increases of 6 percent and 8 percent
were recorded by these stores from 1954 to 1955 and from
1955 to 1956, respectively.

Department stores and eating and drinking places showed
smaller relative advances in 1956 than the other major non-
durable goods groups. Sales at eating and drinking places,
seasonally adjusted, declined hi the third quarter of the year,
but stabilized in the closing months at a level about 2 per-
cent above the corresponding period hi 1955. At depart-
ment stores, seasonally adjusted sales, after rising through
the first three quarters fell off in October. A partial re-
covery in November and December brought sales for the
year 4 percent above 1955.

Ratio of sales to income declines

The ratio of retail sales to disposable personal income
declined from 69 percent in 1955 to 67 percent in 1956. The
drop in the ratio appears to be due primarily to the same
factor that accounted for the rise hi 1955, namely, the
change in the strength of demand for automobiles. For
motor vehicle dealers, the ratio of sales to income which
had risen from less than 12 percent in 1954 to 13% percent
in 1955 returned almost to the 1954 position in 1956. The
sales-income ratio for the lumber, building hardware group
fell off slightly in 1956, while that for furniture and appli-
ance stores was unchanged.

For the nondurable-goods stores as a whole, there was
little change in the sales-income ratio from 1955 to 1956.
This general stability has persisted over the past 4 years, a
result which was in contrast to the wide fluctuations for
durable-goods stores. Small declines occurred from 1955 to
1956 in the sales-income ratios for general merchandise
establishments and food stores. The ratio was slightly
higher for gasoline service stations and drug stores.

Year-end position
In general, the retail trade picture as the year 1956 drew

to a close, was mixed but firm. The durables in December,
aided by a recovery in the automotive sector, returned to the
seasonally adjusted record rate reached in September 1955.
Only the lumber, building hardware group continued to show
a downward drift in the last few months of the year.

Sales of nondurable-goods stores varied to only a minor
extent in the latter months of 1956, after seasonal adjust-
ment. Further advances occurred hi sales by food and drug
stores, while sales by other major groups were relatively
stable.
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Expansion in Foreign Business

BUSINESS with foreign countries expanded sharply during
the year and contributed to the rising demand for domestic
production.

The upswing in United States exports of goods and services
(excluding those supplied under military aid programs) by
about 17 percent may be attributed to the following major
factors: The expansion of foreign demand as a result of the
continued rise in foreign production and incomes, and larger
foreign dollar receipts to support this demand, the higher
foreign investments by United States private business, and
the accelerated Government programs to stimulate the ex-
ports of agricultural commodities. Toward the end of the
year exports were also raised by the closing of the Suez
Canal.

Despite the sharp rise in exports, total foreign expenditures
in this country, including long-term foreign investments in
United States private securities and enterprises, of $24.4
billion remained less than United States payments of $25.4
billion to foreign countries resulting from United States im-
ports of goods and services, private and Government dona-
tions and the outflow of United States capital. Foreign
countries were able to augment their reserves by an addi-
tional $1 billion, approximately the same amount as in 1955.

Large U. S. capital investments abroad

To an unusual extent the rise in United States payments
was due to higher capital expenditures which more than
doubled compared with the preceding year. Direct invest-
ments abroad which included large cash payments to acquire
new foreign properties were nearly twice as high as in 1955
and, adding reinvested earnings, the increase in the book
value of direct investments abroad may have reached $2.5
billion. The recently published study of United States in-
vestments in Latin America (January issue of the Survey)
indicates that gross investments by the United States com-
panies in their foreign enterprises would be substantially
higher than the rise in book values.

The rise in new issues of foreign bonds reflected mainly
the large financing requirements of local governments in
Canada for public investments and the relatively higher
interest rates prevailing in that country. Short-term private
bank credits to foreign countries were also an important
component in the capital outflow, particularly toward the
end of the year.

Because of the sharp rise in the outflow of United States
capital, United States imports of goods and services ac-
counted only for about half of the rise in foreign dollar
receipts. However, the 10 percent increase over the pre-
ceding year was relatively larger than the increase in domes-
tic output or incomes and thus also larger than the longer
run relationship of imports to the domestic economy would
have indicated.

30

The relationship between United States expenditures
abroad and foreign expenditures here seemed to have
changed around the middle of the year.

During the third quarter the excess of foreign dollar
receipts over expenditures dropped to about $100 million
after allowing for unusual capital transactions and seasonal
factors. In the fourth quarter the balance was reversed
with foreign expenditures exceeding receipts, resulting in
net payments to the United States for the first time since
the early part of 1952.

Year-end trends
The rise in dollar receipts of foreign countries appears to

have been interrupted in the fourth quarter, and various
considerations make it likely that the upward trend in the
near future will at least be much slower than between 1955
and 1956.

The following analysis of merchandise imports indicates
that the supply situation for many imported raw materials
eased considerably during 1956, and that imports have
exceeded current requirements.

Military expenditures abroad appeared to have reached a
peak in 1956 and will decline gradually as the backlog of
outstanding offshore procurement contracts under the mili-
tary aid program is reduced.

The outflow of private capital is likely to continue high—
if only to complete projects initiated last year—but it ap-
pears to have reached in 1956 at least a temporary peak.
This applies mainly to direct investments which included
large, nonrepetitive transactions. The tight capital market
in the United States, coupled with such influences as the
rise of the Canadian exchange rate during the latter part
of 1956, may discourage some potential foreign borrowers,
although the basic demand for loans remains large. Pur-
chases of foreign—mainly European—stocks also seem to
have slowed down.

Major conclusions from review of year

Two major conclusions may be drawn from the balance of
payments developments in 1956.

First, foreign payments to the United States have caught
up with foreign dollar receipts, which reduces the margin for
a further rise. Although foreign countries as a whole have
raised their reserves during the last 6 years by considerable
amounts, the size of their expenditures in the United States—
mostly for United States exports—will vary more closely
with the changes in our expenditures abroad. Since the
rise in United States payments abroad is not likely to cong
tinue at last year's rate, exports of goods and services will,
if at all, also advance much more slowly and their expansive
effect upon the domestic economy will be less than in 1956.

Second, the approximate balance in the international pay-
ments between the United States and foreign countries
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increased the sensitivity of foreign economies as a whole to
events which either increase their dollar expenditures or
reduce their dollar receipts. With a large excess of foreign
receipts over expenditures, as was the case between the
second quarter of 1952 and the middle of 1956, similar
events would merely have reduced the rate of reserve accu-
mulation, but would not have resulted in an actual decline
in reserves. With reserves in some of the more important
countries still too small to provide a cushion to outside
influences, declines may quickly result in restrictions of
domestic business and imports of the country thus affected.

Major Changes in the United States Balance of Payments from
1955 to 1956 i

[Billions of dollars]

United States Expenditures Abroad
United States imports:

Merchandise
Services

Private remittances and pensions
Government grants and capital
United States private capital

Total

Foreign Expenditures in the United States
United States exports:

Merchandise _. _ _ _
Services

Foreign long-term investments in the
United States

Transactions unaccounted for (net)

Total

Increase in foreign gold and liquid dollar assets
through transactions with the United States- _

1955

11. 5
6. 4
. 6

2. 2
1. 1

21.8

14. 3
5. 6

. 3

. 5

20.7

1. 1

1956

12. 7
7. 0
. 6

2. 4
2. 7

25.4

17. 3
6. 1

. 5

. 5

24.4

1.0

Change

1. 2
. 6

. 2
1. 6

3.6

3. 0
. 5

2

3.7

i

1. Based on preliminary estimates; excluding grants of military supplies and services.
Source: U. S. Department of Commerce, Office of Business Economics.

RECORD RISE IN EXPORTS

Merchand i se expo r t s (excluding military shipments)
climbed to a record annual value of $17.3 billion, 21 percent
above the total for 1955, and 8 percent in excess of the
previous high recorded in 1947. Most of the $3 billion rise
in nonmilitary exports from. 1955 to 1956 reflected greater
physical volume; export prices during 1956 averaged about
3-4 percent higher than in 1955.

Seasonally adjusted exports, which were relatively stable
at an annual rate of $14.7 billion in the last two quarters
of 1955, moved ahead during each quarter of 1956, and
reached a record annual rate of $18.6 billion in the fourth
quarter of the year.

Rise in business activity abroad aids exports

From January-November 1955 to January-November
1956 the advance in United States exports to Canada alone
amounted to over $750 million at an annual rate, $300
million more than the gain recorded in 1955. In Canada
the gross national product, which had risen by 10 percent
in 1955, climbed by another 11 percent during 1956.

Exports to Japan increased by around $200 million in
1956, relatively faster than shipments to Canada. During
the first 10 months of 1956, Japan had succeeded in raising
its manufacturing production by more than 20 percent over
the corresponding period of 1955.

Continental European countries also continued to expand
production in 1956, mainly during the first half of the year.
Although from the second to the third quarter of 1956 there
was little or no further advance after adjustment for seasonal
variations, the aggregate index of industrial output in con-
tinental Europe for the first 9 months of 1956 was neverthe-
less up 8 percent from the like period of 1955.

Reflecting this again and the additional imports of coal
and petroleum required from the United States in the final
months of 1956, United States exports to continental West-
ern Europe in 1956 were about $1 billion higher than in 1955.
Heavier shipments of numerous agricultural products, par-
ticularly of grains and of raw cotton sold for export at com-
petitive world prices, also contributed to the rise in exports
to continental Europe.

The United Kingdom stands out among the few countries
which reduced their imports from the United States during
1956.

Whereas exports to Latin America as a whole had dipped
by $35 million from 1954 to 1955, in 1956 they increased by
$500-$600 million. Exports to Brazil, which were off by
$215 million in 1955, recovered to the extent of $50 million
in 1956 with the expansion of Brazil's coffee sales and high
coffee prices. With the exception of Colombia and Central
American countries, there was a major uptrend during 1956
in exports to practically every other important Latin Amer-
ican market.

Increase in agricultural exports

In 1955, agricultural exports had risen, in value by less
than 5 percent while nonagricultural shipments had ex-
panded by over 13 percent. During 1956, however, the
30 percent advance in the value of exports of agricultural
products exceeded the 19 percent advance in exports of
nonagricultural items. A large portion of the rise in agri-
cultural exports during 1956 comprised accelerated ship-
ments under Government programs including sales for
foreign currencies, exports under barter agreements, out-
right donations and shipments financed by Government
loans.

Increased demand by European countries where the most
recent wheat crop was relatively low and of inferior quality
raised wheat exports by over $300 million. As a result of
a new Government policy to sell cotton abroad at prices
competitive with foreign growths, cotton exports during
the first 5 months of the most recent season beginning
August 1 rebounded to 3 million bales as compared with
less than 0.7 million bales during the same months a year ago .

Nonfarm export rise diversified

Consumer goods constituted the only major category of
merchandise which did not share in the general export rise.

Exports of capital equipment, which had increased by
about $300 million in 1955, scored an advance of about
$900 million during 1956. Notable gains were recorded in
sales of heavy equipment such as construction, excavating
and mining machinery, and in electrical machinery, engines
and turbines, tractors, trucks, and civilian aircraft.

The continued upswing in exports of industrial materials
during 1956 reflected a continued expansion in shipments of
a number of the same individual items which had accounted
for the bulk of the export rise during 1955. Exports of
coal to overseas destinations rose by about $225 million,
even faster than in 1955, and shipments of iron and steel
scrap, other steel-mill products, chemicals, and synthetic
rubber also responded to higher foreign demands.
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The closing of the Suez Canal in November added a sub-
stantial increment to exports of oil, coal and certain agri-
cultural products in the final months of 1956.

IMPORTS EXPAND AND COMPOSITION
SHIFTS

The $1.2 billion aggregate rise in merchandise imports in
1956 was almost the same as in 1955. The composition of the
most recent advance differed considerably from that of a
year ago. The increase in imports of industrial raw materials
from 1955 to 1956, amounting to approximately $750 million,
fell nearly $300 million short of the corresponding advance
in the previous year. On the other hand, purchases of food-
stuffs, which had dropped by about $200 million from 1954
to 1955, recovered in 1956 to the extent of about $80 million.
Imports of manufactured goods other than foodstuffs scored
even greater gains in 1956 than in the previous year.

Easing of raw material supplies

Whereas 1955 has been characterized by supply shortages
for numerous major imported raw materials which made
necessary a drawing down of private, and in some cases,
Government inventories, the year 1956 was highlighted by a
general easing of market conditions which permitted a re-
building of private stocks, and a resumption of Government
stockpiling purchases. Major factors responsible for this
change were expanded domestic production of supplies which
competed with imports, in some instances reduced domestic
demands, and the increased availability of supplies elsewhere
in the world.

Among the commodities which best illustrate this change
are rubber, certain metals and lumber. The more than 5
percent drop in rubber consumption during 1956 was almost
entirely in the use of imported natural rubber. The propor-
tion of synthetic to total rubber consumption continued to
advance again in 1956. The drop in rubber imports in 1956,
amounting to about $50 million, contrasts with the rise of
nearly $180 million in such imports during 1955.

Although copper consumption in 1956 aggregated some 2
percent above 1955, in the last half of 1956 it was 6 percent
less than in the corresponding period of 1955. As domestic
copper producers boosted their output and the volume of
imports remained almost the same as in 1955, industry stocks
accumulated during 1956 notwithstanding the resumption of
some Government stockpile purchases. Prices dropped
sharply after the first quarter of 1956. Since import unit
values nevertheless averaged considerably higher than in
1955, copper imports in 1956 were over $40 million higher
in value than in 1955. Supplies of lead and zinc were also
hi excess of current requirements during 1956 as consumption
dipped while domestic output increased and imports ex-
panded though only moderately in the case of lead.

Supplies of nickel and aluminum, unlike those of most other
metals, continued to be relatively tight throughout 1956 as
evidenced by the advance in prices of both these metals
during the year.

Imports of iron and steel-mill products also advanced in
1956 by the relatively large amount of over $75 million. At
the same time, the domestic steel industry stepped up its
imports of iron ore from Canada and Venezuela by approxi-
mately $70 million. These two large increments to imports

during 1956 were considerably in excess of the corresponding
gains recorded in 1955.

Newsprint was in short supply during 1956 but eased
during the latter part of the year. For 1957 there is indi-
cation of a moderate excess in supply over United States
demand for consumption. The 500,000 ton ($89 million)
rise in newsprint imports together with the 160,000 ton gain
in domestic output, and a slower rate of increase in domestic
consumption eased the domestic supply situation during the
second half of 1956. Major producers of newsprint, citing
higher labor, material, and freight costs, announced a new
price increase effective early in 1957.

Market developments for raw wool, in contrast to those
for numerous other imported materials, indicated continued
strength during 1956 as reflected by the stiffening of world
wool prices in the second part of the year. United States
imports, however, changed little from 1955. In view of the
high prices for foreign wool, domestic consumers drew on
private stocks and surplus Government inventories to meet
their rising demand.

The over $200 million increase in petroleum imports in
1956 comprised the fourteenth consecutive annual rise.
While a major portion of the additional imports in 1956
originated in traditional Latin American sources of supply,
about $70 million of the import rise came from new petroleum
developments in Canada.

In January-October 1956 imports from Middle Eastern
countries, subsequently cut off by the closing of the Suez
Canal, averaged about 112 million barrels ($230 million) on
an annual basis.

Greater foodstuffs imports

The value of coffee imports, which had dropped by about
$130 million dollars in 1955 as prices receded from their
historic highs in 1954, recovered by over $80 million in 1956.
With unit values in 1956 averaging about the same as in 1955,
the increased volume of 1956 imports, approximating current
levels of consumption, was the largest since the 1949 peak.

The volume of cocoa imports also expanded in 1956 as
consumption and stocks increased, but the downward move-
ment in prices caused the value of cocoa imports to fall off by
about $40 million from 1955.

Continued increase in imports of manufactures

While purchases of practically all types of imported non-
food consumer goods expanded still further during 1956.
greater deliveries of textiles and automobiles continued as in
1955 to lead the overall rise in this category of imports.

Imports of cotton textiles rose more slowly than in 1955
but nevertheless were up by about $30 million. Purchases of
imported woolen goods were also up substantially from 1955,
although such imports were considerably dampened in the
fourth quarter of 1956 by the imposition of higher customs
duties on imports exceeding 5 percent of domestic output.
Deliveries of foreign-produced autos and parts rose by around
$60 million, nearly double the increase in 1955.

With the exception of agricultural machinery, every major-
import item in the producers' durable equipment group
scored advances in 1956. Stepped-up deliveries of civilian
aircraft by the United Kingdom raised imports by over $50
million and imports of electrical and industrial machinery
expanded over 1955 by about $40 million and $35 million,
respectively.
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