
The Economy in 1991

The year began with the U.S. economy
in the midst of recession. Activity had
contracted sharply after the jump in oil
prices that followed Iraq's invasion of
Kuwait in August 1990, and the weak-
ness continued into the first quarter of
1991, bringing further reductions in pro-
duction and employment. By spring,
however, economic data indicated that
the decline in activity had bottomed out.
The rapid conclusion of the Persian Gulf
war boosted consumer confidence, and
tangible support for an increase in
household spending was coming from
falling oil prices and the cumulative
effects of declining interest rates. Con-
struction of single-family homes had al-
ready turned up noticeably by April, and
consumer spending posted a moderate
rise in the second quarter. Although
businesses continued to liquidate inven-
tories at a fairly rapid pace, industrial
production grew steadily from April
through July, and payroll employment
turned up.

But the economic pickup that
emerged in the spring failed to develop
momentum. The thrust to domestic de-
mand initiated by the end of the Gulf
war dissipated during the summer, and
although growth of the economy was
positive in the second half of 1991, it
was much slower than the pace seen
in the comparable phase of previous
recoveries.

The absence of a more robust recov-
ery likely reflected the drag on aggre-
gate demand from some longer-term
economic and financial adjustments. For
example, imbalances long evident in the
commercial and multifamily construc-
tion sectors damped enthusiasm for new
projects, and difficulties in the financial

sector continued to restrain credit avail-
ability. Such influences undoubtedly
muted the stimulus that normally would
have been forthcoming from the decline
in interest rates. The fiscal restraint evi-
dent at all levels of government weighed
on aggregate demand in a way not typi-
cally observed in previous economic
cycles. Significant restructurings of
operations in a number of sectors had
the effect of retarding employment and
income growth, at least in the short
run. And concerns about debt-servicing
burdens as well as about economic
prospects made businesses and con-
sumers reluctant to borrow or increase
spending.

Despite their cautious planning, some
businesses experienced inventory back-
ups over late summer and fall, necessi-
tating another round of production ad-
justments. Industrial production edged
down in the fourth quarter, and the
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growth of real gross domestic product
came almost to a halt. In the labor mar-
ket, layoffs increased once again, and
the civilian unemployment rate rose, to
7.1 percent by year-end.

Inflation slowed in 1991. Consumer
prices rose 3 percent over the year, only
half the increase posted during 1990. In
part, the slowing of inflation was a re-
sult of the plunge in oil prices early in
1991; consumer energy prices fell
sharply in the first quarter and closed the
year IVi percent below their level at the
end of 1990. Food price inflation also
moderated considerably in 1991; in
total, food prices were up only 2 percent
at retail, after three years of increases in
excess of 5 percent.

Even apart from food and energy, in-
flation shifted to a downward trend in
1991. To be sure, there were sizable
increases in the CPI excluding food and
energy early in the year, as higher fed-
eral excise taxes and lagged effects of
the sharp rise in energy prices boosted
prices for a variety of goods and ser-
vices. But, with the subsequent reversal
in oil prices and no further major tax
hikes, price pressures began to ease in
the spring. In the second half of 1991,
the CPI excluding food and energy rose
less than 4 percent at an annual rate, a
pace well below the 5 percent rate for
1990.

Labor cost pressures also diminished
in 1991, although substantial increases
in health care expenses remained a prob-
lem for employers. As measured by the
employment cost index, nominal com-
pensation per hour rose about AV2 per-
cent over 1991, an increase somewhat
less than those recorded in each of the
three previous years.

The Household Sector

With household finances adversely
affected by job losses and declining real

incomes, real consumer spending rose
just Vi percent in 1991. After declining
early in the year, spending picked up
in the spring and early summer; but
thereafter, it weakened once more, re-
strained by the failure of the recovery
to take hold and households' concerns
about their financial prospects and debt
burdens.

The weakness in consumer spending
over the year was particularly evident
for durable goods. Motor vehicle sales
in 1991, at 12V4 million units, were the
lowest since 1983, and outlays for other
durable goods were down slightly over
the year, after a decline of 1 x/i percent in
1990. Spending on nondurable goods
also declined in 1991; expenditures were
down sharply in the fourth quarter, espe-
cially for apparel. The outlays for ser-
vices continued to trend up at a pace
similar to that of the two previous years;
however, growth of spending was much
slower than in earlier years of the long
expansion of the 1980s.

The sluggishness of consumer spend-
ing in 1991—particularly the steep de-
cline in outlays for durable goods—was
likely related in part to the efforts of
households to strengthen their balance
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The Economy in 1991

sheets. Household debt burdens rose
substantially during the 1980s, when
consumers stepped up spending on
motor vehicles and other consumer
durables; often, these purchases were
financed with credit. In some parts of
the nation, this spending boom spread to
residential real estate as well; the associ-
ated borrowing, which was often predi-
cated on expectations of rapidly rising
family incomes, added further to the
financing burdens of households. As in-
come growth weakened in 1990 and
1991, consumers struggled to meet the
monthly obligations on their accumu-
lated debt, and they apparently deferred
some discretionary spending in the
process.

Renewed pessimism on the part of
households also may have contributed
to their reluctance to step up spending
over the latter part of 1991. Consumer
confidence, which was quite low at the
beginning of the year, rose markedly
upon the conclusion of the Gulf war.
However, as the anticipated recovery in
the economy failed to materialize and as
announcements of layoffs resumed, con-
fidence turned down again, falling espe-
cially sharply toward the end of the year.
Concerns about longer-run economic
prospects seemed to be contributing to
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this heightened sense of anxiety among
households.

Households' real outlays for residen-
tial investment declined in the first quar-
ter, then rose over the remainder of the
year. Impetus for this rise in spending
came from a reduction in mortgage rates
to their lowest levels since the 1970s.
Sales of new and existing single-family
homes rose over the year, with the
pickup in demand reportedly especially
pronounced from first-time buyers. With
the strengthening in demand, the excess
supply of unsold new homes diminished
in 1991, and after dropping sharply in
January, housing starts staged a moder-
ate recovery over the remainder of the
year. The pace of single-family housing
starts in the fourth quarter was up
18 percent from a year earlier.

All told, however, single-family hous-
ing construction in 1991 was below that
of 1990, and it was down sharply from
the pace seen during the economic ex-
pansion of the 1980s. Moreover, despite
the upturn in activity after January, the
single-family housing market remained
softer than would have been expected
given the levels of mortgage rates and
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the rising number of consumers in their
prime homebuying years. More than
likely, this shortfall was a reflection of
the restraint on demand exerted by weak
income growth and by concerns about
employment prospects. However, con-
tinued lender caution about granting
loans for land acquisition and construc-
tion reportedly damped the construc-
tion of single-family housing in some
locales.

In the multifamily housing market, an
excess supply of vacant units and re-
straints on credit availability continued
to depress construction in 1991. Starts
of multifamily units fell about 30 per-
cent over the year, and the annual total
was the lowest since the 1950s. There
were numerous reports of restrictive
lending practices damping activity in
this sector. But the more prominent fac-
tor retarding new construction probably
was the continued excess supply. With
vacancy rates for rental units exception-
ally high and rents soft, the economic
viability of new projects remained ques-
tionable in many areas. Under these
circumstances, activity in this segment
of the market seemed unlikely to show
appreciable improvement in the near
term.

The Business Sector

At the start of 1991, businesses were
striving to adjust to the cyclical contrac-
tion in demand for their products and to
the surge in energy costs during the
preceding half year. With profit margins
down sharply and inventory imbalances
emerging in a number of sectors, busi-
nesses reduced production and employ-
ment substantially between October
1990 and March 1991. Cutbacks were
especially sharp in the motor vehicle
sector over that period, although output
of most other types of goods and materi-
als turned down as well.

By the spring, inventories generally
were better aligned with sales, and oper-
ating profits, while still low, had turned
up. As a result, the improvement in
aggregate demand in the second quarter
was accompanied by an increase in busi-
ness output, and industrial production
rose, on average, 0.7 percent per month
over the four-month period starting
in April. Even so, businesses remained
relatively cautious, and inventory levels
continued to decline through midyear.

In late summer, final demand slack-
ened, and after seven months of decline,
business inventories rose appreciably
from September through December.
The rise in inventories was centered
in wholesale and retail trade, and
inventory-sales ratios in those sectors
moved into ranges that appeared unde-
sirably high in light of carrying costs
and expected sales. The efforts of retail-
ers and wholesalers to restore better
inventory balance led, in turn, to cuts in
manufacturing output toward the end of
the year. By December, factory produc-
tion had dropped back almost to its level
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The Economy in 1991 11

of a year earlier, and the operating rate
in industry was back down to near the
lows of the previous spring.

Business investment in fixed capital
fell 7V2 percent in real terms over the
four quarters of 1991. As is typical dur-
ing recessions, spending was inhibited
by weak profits, a rise in excess capac-
ity, and uncertainty regarding the out-
look for sales. However, investment out-
lays last year also were depressed by a
desire of many businesses to reduce debt
burdens and by a continued oversupply
of office and other commercial space.

Real spending for equipment fell
4 percent over 1991; outlays plunged in
the first quarter and showed only limited
improvement on net over the remainder
of the year. The main exception to the
pattern of weakness was investment
spending for computers; driven by new
product introductions and by the sub-
stantial price cuts offered by computer
manufacturers, these outlays rose, in real
terms, at an annual rate of more than
40 percent in the second half of the year.
In contrast, business investment in other
types of equipment generally declined,
on balance, over the course of 1991.

Outlays for industrial equipment
dropped sharply in 1991 as excess ca-
pacity limited expansion in the manufac-
turing sector, and business purchases of
motor vehicles also fell, on net. In addi-
tion, domestic orders for commercial
aircraft plunged after midyear, as a num-
ber of domestic airlines trimmed invest-
ment plans. Although the large backlog
of unfilled aircraft orders that still re-
mained at year-end seemed likely to sus-
tain production and shipments for some
time, the slackening of new orders sug-
gests that the growth surge in this sector
may have run its course.

Nonresidential construction plum-
meted nearly 15 percent in real terms
over the four quarters of 1991. The con-
traction was broadly based. Spending
for industrial structures fell during the
course of the year as low rates of capac-
ity utilization curtailed plans for new
factory construction; and petroleum
drilling activity dropped sharply in
response to the decline in oil prices. But
the largest declines in outlays, by far,
were those for office buildings and other
commercial structures. Here, the funda-
mental problem in 1991 continued to be
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12 78th Annual Report, 1991

the overhang of vacant space from an
earlier period of extensive overbuilding;
for example, despite steep cutbacks in
new construction in recent years, the
vacancy rate for office buildings nation-
wide was still close to 20 percent at the
end of the 1991.

With vacancies remaining so high, the
prices of existing commercial properties
weakened; the loans against those prop-
erties also lost value, a factor that con-
tributed heavily to the substantial stress
that was evident in the financial sector
in 1991. Lenders, in turn, were reluctant
to finance acquisitions of commercial
properties; this lack of liquidity com-
pounded the difficulties of adjustment
in the commercial real estate market.
In the market for office buildings, all
of the indicators of construction ac-
tivity remained strikingly negative at
the end of 1991. For other commercial
structures—primarily shopping centers
and warehouses—the outlook seemed
slightly less downbeat, with the data on
new contracts and building permits sug-
gesting that the steepest declines may
have already occurred.

Federal banking regulators took a
number of steps in 1991 to ensure that
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supervisory pressures would not unduly
restrict real estate lending. For example,
the agencies addressed issues relating to
accounting and appraisal to make sure
that illiquid real estate exposures were
being evaluated sensibly and con-
sistently. And they issued guidance
to examiners—and simultaneously
to bankers—emphasizing that banks
should not be criticized for renewing
loans to creditworthy borrowers whose
real estate collateral had fallen in
value—even when the banks need to
build up capital or reduce loan concen-
trations over time. However, with so
adverse a supply-demand imbalance in
the property market, lenders understand-
ably remained reluctant to bear the risks
of real estate exposures.

The Government Sector
Budgetary pressures were widespread in
the government sector in 1991. At the
federal level, the unified budget deficit
increased to $269 billion in fiscal year
1991, up $48 billion from the 1990 def-
icit. In large part, the rise in the deficit
was attributable to the slowdown in
economic activity, which reduced tax
receipts and added to outlays for
income-support programs such as unem-
ployment insurance and food stamps.
However, as in 1990, the fiscal 1991
deficit also was affected by special fac-
tors: A pickup in net outlays for deposit
insurance added to the deficit, while
one-time contributions from our allies to
defray the costs of Operations Desert
Shield and Desert Storm reduced it. Ex-
cluding deposit insurance and these for-
eign contributions, the 1991 deficit to-
taled $246 billion.

On the revenue side, federal tax re-
ceipts rose just 2 percent in fiscal 1991,
the smallest increase in many years. The
slowing in receipts stemmed largely
from weak growth of nominal income;
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The Economy in 1991 13

indeed, personal income tax payments
in 1991, which accounted for nearly half
of total receipts, were about the same as
in 1990 despite changes in tax pro-
visions that were projected to raise
$16 billion in new revenues.

Meanwhile, federal spending rose
nearly 6 percent in fiscal 1991. Part of
this increase resulted from the slightly
more rapid pace at which the Resolution
Trust Corporation resolved insolvent
thrift institutions. In contrast, outlays
were reduced in fiscal 1991 by allied
contributions to the Defense Coopera-
tion Account. These contributions,
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The data on the federal government are for fiscal years.
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Department of the Treasury.

The data on state and local governments are prelimi-
nary. The are for operating and capital accounts on a
national income accounts basis and are from the Depart-
ment of Commerce.

which are scored as negative outlays in
the budget accounts, exceeded the out-
lays made in 1991 for U.S. involvement
in the conflict; the excess will be applied
to the replacement of munitions in 1992
and beyond. Excluding deposit insur-
ance and the contributions of allies, out-
lays rose about 9 percent in fiscal 1991.
Spending for health programs continued
to rise rapidly, elevated by large in-
creases in health care costs and outlays
for medicaid. Among other outlays for
entitlements, those for social security
and other income-support programs,
which together account for one-third of
total federal spending, rose more than
11 percent in fiscal 1991; the jump was
related to substantial increases in the
number of beneficiaries. Interest pay-
ments on the federal debt also continued
to rise in fiscal 1991, but at a slower
pace than in the previous fiscal year; the
effect of a further big rise in the volume
of federal debt outstanding was partially
offset by declines in interest rates.

Federal purchases of goods and ser-
vices, the portion of federal spending
that is included directly in GDP, fell
3V2 percent in real terms over the four
quarters of 1991. Defense purchases
jumped sharply early in the year to sup-
port operations in the Persian Gulf, but
declined substantially over the remain-
der of the year as the effects of sched-
uled cuts in defense outlays were aug-
mented by a dropoff in purchases for
Desert Storm; on net, real defense pur-
chases were down about AVi percent. In
contrast, nondefense purchases changed
little in 1991; increases in law enforce-
ment, space exploration, and health
research offset a drawdown in inven-
tories held by the Commodity Credit
Corporation.

The fiscal position of state and local
governments, which had deteriorated
sharply in 1990, remained poor in 1991.
The deficit in the combined operating
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14 78th Annual Report, 1991

and capital accounts (excluding social
insurance funds) narrowed to $34 bil-
lion in the third quarter from a high of
nearly $47 billion in the fourth quarter
of 1990; the shrinkage represented the
first major improvement since 1984,
when the state and local budget surplus
peaked. Even so, relative to GDP, the
deficit remained quite high on a histori-
cal basis.

The credit quality of state and local
government debt continued to deterio-
rate last year. For example, one rating
agency downgraded the general obliga-
tion debt of eight states. Most of these
rating changes were the direct result of
budgetary imbalances.

The poor fiscal position of states and
localities led to both severe restraints on
spending and sizable tax hikes. Overall,
real purchases of goods and services by
state and local governments edged down
over the four quarters of 1991 after
seven years of sustained increases. In
nominal terms, total expenditures by
these governments were up AV2 percent,
only about one-half the average pace of
previous years. Receipts rose an esti-
mated 7 percent in 1991; numerous
jurisdictions imposed a variety of new
tax measures, and federal aid to state
and local governments—especially for
medicaid—increased substantially.
Nonetheless, many states and localities
continued to report revenue shortfalls
and spending overruns, probably setting
the stage for another round of budget-
balancing measures.

Labor Markets

Labor market conditions generally dete-
riorated in 1991, and the unemployment
rate rose above 7 percent by the end of
the year, the highest level since 1986.
Employers had moved quickly to shed
workers when the recession took hold
during the second half of 1990, and this

pattern continued into 1991, with non-
farm payroll employment down sharply
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The Economy in 1991 15

over the first four months of the year.
Economic conditions improved in the
spring, and labor demand turned up for
a time. But the subsequent weakening
in activity in the late summer led to a
renewed bout of layoffs that largely
retraced the job gains recorded during
the spring and summer. In December,
payroll employment was 0.7 percent
below the level of a year earlier.

The net job losses of 1991 were wide-
spread by industry and reflected both the
cyclical weakness in labor demand asso-
ciated with the recession and more fun-
damental efforts by many businesses to
restructure operations and permanently
reduce the size of their work force. Em-
ployment in manufacturing, which be-
gan to decline in 1989, fell about
450,000 in 1991; most of the losses were
in the durable goods sector. Construc-
tion employment also fell in 1991; the
continued rapid contraction in commer-
cial building more than offset gains
associated with the moderate recovery
in residential housing demand. In the
finance, insurance, and real estate sector,
efforts to restructure existing operations
and to downsize workforce levels led to
job losses in 1991—a divergence from
the pattern of continued hiring in that
sector during most previous recessions.
Employment in trade establishments
also fell substantially over the year,
pushed down by the weakness in con-
sumer spending and the high degree of
financial distress among retailers. In
contrast, employment in services in-
creased, on net, over the year, as steady
gains in health services more than offset
sluggish hiring in the more cyclically
sensitive business and personal service
industries.

The unemployment rate at the end of
1991 was up nearly 2 percentage points
from its level of mid-1990, when the
recession had not yet begun. The distri-
bution of job losses over that interval

was especially wide when compared
with experience during previous epi-
sodes of rising unemployment. Increases
in unemployment were broadly based
across regions, industries, and occupa-
tions, and permanent layoffs appeared to
constitute an unusually large proportion
of the rise in joblessness.

Nonetheless, the rise in the jobless
rate was less than in most previous epi-
sodes of increasing unemployment, in
large part because growth of the labor
force was unusually slow. The labor
force participation rate at the end of
1991 was about Vi percentage point
below its average during the first half
of 1990. This decline in participation
appeared to stem partly from cyclical
influences: The number of discouraged
workers rose in 1991, and sizable
increases were reported in the number
of retirees, perhaps reflecting to some
extent a spate of early retirement pro-
grams. However, the weak labor force
growth of recent years may also repre-
sent a downshift in the trend rate of
increase in labor supply that—if not off-
set by productivity gains—could trans-
late into a reduction in the trend rate of
growth of the economy's potential.

But at the same time, it also is possi-
ble that the recent sluggishness in labor
force participation is a harbinger of
more favorable longer-run develop-
ments. In particular, the number of indi-
viduals who have left the labor force in
order to attend school has risen sharply
in recent years. Although that increase
may, to some degree, reflect declining
opportunity costs associated with poor
job prospects, recognition of the longer-
term decline in relative wages among
lower-skilled workers may also have
played a role. As students reenter the
labor force upon completion of their
schooling, their increased skills should
boost labor productivity and potential
output in future years.
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16 78th Annual Report, 1991

Efforts to increase labor productivity
have also intensified in the business
community. If the aforementioned plans
to reorganize corporate structures and to
downsize the labor force requirements
of existing operations are successful, the
possible outcome is a significant im-
provement in the productivity trend,
much as occurred in the manufacturing
sector after the considerable compres-
sion of manufacturing organizations in
the early 1980s.

With layoffs widespread and the un-
employment rate rising throughout the
year, the upward pressures on wages
that had intensified between 1987 and
mid-1990 diminished somewhat in
1991. As measured by the employment
cost index, the twelve-month rate of
change in hourly compensation for pri-
vate nonfarm workers slowed from more
than 5 percent in the first half of 1990
to 4Vi percent by the end of 1991. The
wage and salary component of hourly
compensation, which rose 3 percent at
an annual rate over the second half of
1991, exhibited the most deceleration.
The rate of rise in employer costs for
benefits also decelerated after mid-1990,
but the increases continued to be much
greater than those for wages alone. Ex-
penses for health insurance continued to
soar in 1991, despite considerable effort
on the part of employers to control costs
by negotiating directly with providers
and by increasing workers' share of
health expenditures. Employer premi-
ums for workers' compensation insur-
ance also rose sharply last year, reflect-
ing both a swelling in the number of
claims and the rapid pace of inflation in
medical care.

Price Developments

A significant slowing of inflation
emerged in 1991. The consumer price
index rose 3 percent over the year, after

a rise of 6 percent in 1990. A sharp
swing in energy prices accounted for a
major part of this deceleration. How-
ever, the elements of a more fundamen-
tal diminution of inflation were in place:
Labor cost increases moderated; expec-
tations of inflation eased; and upward
pressures from import prices and indus-
trial raw material prices were virtually
absent during the year.

Energy prices dropped sharply in
1991, mirroring the changes in oil prices
over the year. The sequence of events in
the Middle East caused the posted price
of West Texas Intermediate crude oil to

Prices
Percentage change, Dec. to Dec.

Consumer excluding food and energy
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Consumer prices are for all urban consumers. The data
are seasonally adjusted and are from the Department of
Labor.
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fall from a peak of about $39 per barrel
in October 1990 to less than $20 by
February 1991; as a result, the CPI for
energy fell 30 percent at an annual rate
in the first quarter. Oil prices subse-
quently held near the $20 level, but gas-
oline prices firmed somewhat during the
summer as reduced imports and domes-
tic refinery problems led to some tight-
ness in inventories. However, these
forces were offset by declines in natural
gas and electricity rates, and energy
prices changed little, on balance, in the
second and third quarters. Some upward
price pressures surfaced again in the fall
as crude oil prices moved up in response
to concerns about oil supplies from the
Soviet Union. After October, however,
oil prices retreated again; at year-end,
prices in the spot markets were down to
less than $20 per barrel.

The CPI for food rose just 2 percent
over 1991, well below the increases of
5 to 5V2 percent observed in the three
previous years. In part, the subdued pace
of food price inflation reflected an
increased supply of livestock products.
Beef production turned up last year in
response to the strong prices that
prevailed in the preceding few years,
and supplies of pork and poultry rose
sharply; in response, meat and poultry
prices fell about 2 percent over the year.
The deceleration in food prices also ex-
tended to food groups in which prices
are influenced more by the cost of non-
farm inputs than by supply conditions in
agriculture; for example, the increase in
1991 in the price of food away from
home was the smallest since 1964. Else-
where, there were large but temporary
monthly hikes in prices for fruits and
vegetables; adverse weather conditions
boosted these prices for a while in the
first half of the year, and prices of some
fresh vegetables jumped toward the end
of the year because of the whitefly infes-
tation in California.

The consumer price index for items
other than food and energy rose AV2 per-
cent in 1991, about 3A percentage point
less than in 1990. The index was
boosted early in 1991 by increases in
federal excise taxes on cigarettes and
alcoholic beverages and by an increase
in postal rates. Price increases in early
1991 also were enlarged by the
passthrough of the rise in energy prices
into a wide range of nonenergy goods
and services. However, the subsequent
decline in energy prices soon spread to
the nonenergy sector, and except for a
period in the summer when there was
some bunching of price increases, the
remainder of the year saw a significant
easing of core inflation.

Prices for nonenergy services deceler-
ated considerably last year, rising
4Vi percent after an increase of 6 per-
cent in 1990. Reflecting weak real estate
markets, rent increases slowed sharply,
with both tenants' rent and owners'
equivalent rent up less than 4 percent
over the year. The drop in interest rates
in 1991 pushed down auto financing
costs more than 7 percent. And, after a
brief spurt early in the year, airfares
receded as energy costs fell and as the
weak economy cut into demand; toward
year-end, however, airfares turned up
again as hard-pressed carriers sought to
improve their finances. Elsewhere in the
services category, the prices for medical
care services rose 8 percent over the
year, and tuition costs and other school
fees were up nearly 10 percent.

The CPI for commodities excluding
food and energy rose 4 percent in 1991,
about Vi percentage point faster than in
1990. In large part, the more rapid rate
of inflation in this category was a result
of the aforementioned hike in excise
taxes. In addition, the prices of new and
used cars rose more than in 1990, de-
spite weak sales. By contrast, a slowing
in price increases was evident for a
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number of other goods, notably apparel
and personal-care items.

The easing of inflationary pressures at
the factory level was even more striking
than at the retail level. The producer
price index for finished goods edged
down in 1991 after three years of in-
creases that averaged 5 percent per year.
As was true at retail, falling prices for
energy and food accounted for much of
the overall deceleration. But even apart
from food and energy, producer prices
slowed to a 3 percent pace in 1991.
Prices for intermediate materials exclud-
ing food and energy fell 3A percent over
the year, reflecting declines in fuel and
petroleum feedstock costs, an easing of
wage pressures, and weak demand. The
spot prices of industrial commodities
declined gradually over most of 1991,
after dropping sharply in the fourth
quarter of 1990. •
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