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The Outlook for Construction
The widely-advertised postwar boom in construc

tion so far has failed to measure up to expectations. 
That is not to say that construction activity now is 
at a low level; actually it is extremely high. Never
theless, it has not attained the level anticipated and 
the present outlook for 1947 is for a dollar volume 
of new construction but 20 to 30 per cent above
1946 instead of 50 per cent more as originally fore
cast.

At the beginning of the year a record $15.1 billion 
total new construction for 1947 was forecast by the 
U. S. Department of Commerce, of which $11.7 bil
lion would be privately financed. This compared 
with $10.0 billion new construction last year, of 
which $7.9 billion was privately financed.

First quarter figures were hardly written into the 
record before it became apparent that something 
was happening to the attitudes of prospective home 
builders and of boards of directors throughout in
dustry. They were not going ahead with housing 
plans and expansion programs. Blueprints were 
being shoved into pigeonholes, apparently to wait 
for a more propitious time to let contracts. Con
sequently, increases over last year have not been 
maintained, although in part the unfavorable com
parison reflects the fact that construction contract 
activity was extraordinarily high in the early 
months of 1946 because of the anticipation of re
instatement of priorities and other limitations inci
dental to the Veterans’ Housing Program.

As a result of developments in the first quarter of 
the year, official estimates of probable volume for
1947 as a whole have been lowered significantly.

Instead of the $15.1 billion volume of new construc
tion originally anticipated for the year, the U. S. 
Department of Commerce in April estimated that 
the value of new construction would range between 
$11.8 billion and $13.1 billion.

The lag in new construction projects has not been 
restricted to any particular category but has ap
peared in almost all principal types of construction. 
For example, the value of new private residential 
building put in place in May was only 5 per cent 
larger than a year earlier. In January, 1947, it was 
twice as large as in January, 1946. Similarly, the 
year-to-year gain in new private industrial con
struction dropped from 59 per cent in January to 8 
per cent in May, while commercial building, after 
registering an increase of 17 per cent over a year 
earlier at the opening of 1947, in February actually 
began to drop below the volume reported last year 
until in May it was almost 46 per cent less than 
in May, 1946; The only private construction cate
gories in which a substantial margin over a year ago 
has been maintained are farm and public utilities 
construction, with railroads included in the latter 
classification.

A recent report of the Bureau of Labor Statistics 
indicated that 280,000 new nonfarm permanent 
dwelling units had been started in the first five 
months of this year. In the comparable period in 
1946, about 276,000 were started. The report stated 
that the April-May levels of new housing starts 
(about 69,000 each month in comparison with 67,000 
a year earlier) were not likely to be exceeded during 
the balance of 1947. Thus the Bureau of Labor 
Statistics has revised its original 950,000 unit fore
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cast for 1947 downward to 725,000. Last year,
671,000 units were begun.

It should be stressed again, however, that the con
cern which has developed in and out of the industry 
with respect to the outlook for construction in the 
remainder of the year is not based on a current 
slackening of building activity, but on the failure 
of activity to increase sharply. Actual dollar value 
of new privately financed construction put in place 
in the first five months is estimated at $3.2 billion 
as compared with $2.6 billion in the same period 
last year. The five months’ total this year is larger, 
in terms of dollar value, than the full year expendi
tures for new private construction in ten of the past
15 years. In April more than 1.6 million workers 
were engaged in contract construction as compared 
with almost 1.4 million a year earlier. By the 
autumn peak about 2 million construction workers 
should be on the job. At these levels it is evident 
that construction is not exactly in the doldrums at 
present. Unless the factors making for lag are 
eliminated or at least reduced, however, troubled 
times for the construction industry may be ap
proaching.

CONSTRUCTION IN THE EIGHTH DISTRICT
Construction activity (not to be confused with 

volume of new contracts) in the Eighth District 
as well as in other parts of the country has been 
maintained at a relatively high level in 1947. A 
substantial part of the work being performed this 
year, however, is being done on projects begun in 
1946 when dollar volume of construction contracts 
awarded totaled $445 million. Residential construc
tion contracts last year amounted to $144 million or 
about one-third of the total while nonresidential 
work, including industrial and commercial projects 
as well as all other types of nonresidential con
struction, accounted for $301 million or two-thirds 
of the total. About 46 per cent of the residential 
contracts were awarded in the last six months.

In 1946 the time required for completing con
struction projects was extended considerably beyond 
the prewar standard. The flow of materials during 
most of the year was extremely uncertain. Diffi
culty was experienced in recruiting sufficient con
struction workers to carry on an uninterrupted flow 
of productions, and some production was lost as 
a result of featherbedding practices indulged in by 
workers. However, by far the most important 
factor making for a longer completion time was 
shortages of materials. As a result of these and 
other causes, the usual time (national average) re
quired for completion of a single-family residence 
in early 1946 was about eight months as compared
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with three and one-half months before the war, 
according to a survey by the U. S. Department 
of Labor. With the improvement in materials 
supply, the completion time has been reduced from 
eight to about five months. Similar, though per
haps not as significant, delays have been typical in 
nonresidential construction as well.

The monthly dollar volume of construction con
tracts let in the district in the first quarter of 1947 
was 14 per cent above that in the final quarter of 
1946 but 30 per cent less than during the middle 
half of last year. In the first five months of 1947 
the total value of construction contracts awarded in 
the district amounted to $169.6 million or $33.9 
million monthly. Last year during the same period 
it totaled $191.5 million or $38.3 million per month.

The drop in dollar volume of nonresidential 
contracts in the first part of this year caused the 
slump in total construction contract figures. 
Through May, $109.9 million of this class of con
struction was contracted for as compared with $138.0 
million last year. Part of the explanation lies in 
the fact that in March, 1946, contracts totaling $49.3 
million were awarded, the second highest monthly 
total in the year, as industry generally rushed 
through their expansion programs in order to 
avoid the limitations that were contained in the 
Wyatt program to stimulate housing construction. 
Thus the first quarter figures last year are subject 
to some discounting when applied as a yardstick to 
the volume of work contracted for this year. Sig
nificantly, however, the monthly volume of non
residential awards so far this year has averaged
22 per cent less than in second and third quarters 
last year when projects of this type were subject to 
the limitations of the housing program.

The dollar volume of residential contracts in
creased from the first five months of 1946 to the 
comparable months of this year. Residential con
tracts through May this year totaled $59.7 million or 
$11.9 million per month as compared with $53.5 
million or $10.7 million per month last year. 
Contracts in March and April, 1947, were less in 
dollar amount than in the same months in 1946, 
and in May were but slightly larger. It should 
be noted, however, that the value of contracts 
awarded in April last year was abnormally high. 
Housing contracts were near the peak of the year, 
being exceeded only in June. More significant, 
however, is the fact that the monthly average in 
the first five months this year increased appre
ciably less than the usual seasonal gain.

The aggregate statistics, showing the lower value 
of construction contracts for the early months of 
this year as compared with those same months in
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1946, like many total figures, fail to reveal trends 
within the district. In all but one of the major 
areas in the district the value of housing contracts 
through May this year was larger than in 1946. 
However, there was wide variation in the per
centage change among the areas. On the other 
hand, nonresidential construction was off from last 
year in all the major areas as well as in the out-state 
sections with the exception of southern Illinois.

In Louisville, construction contracts awarded for 
residential building in the first five months this 
year amounted to $8.8 million as compared with 
$5.1 million in the same months last year and 
averaged half again as much per month as in the 
closing months of 1946.

In the same period nonresidential contracts total
ing $4.0 million were awarded in Louisville, a de
cline of 36 per cent from a year ago. The decline 
was centered chiefly in commercial construction, 
with only a slight decrease occurring in contracts

NEW PRIVATELY FINANCED CONSTRUCTION IS AT 
A HIGH LEVEL IN TERMS OF DOLLAR VALUE-

HAS BEEN OFFSET TO A LARGE EXTENT
BY RISING BUILDING COSTS-

PERCENT PERCENT

SO URCE DEPARTM EN T OF COMMERCE

for new manufacturing plants.
The need for housing in Louisville, as in vir

tually every other part of the district, continues at 
a high level. Early this year it was reported that 
approximately 9,500 families in the Louisville area 
were without adequate housing, of which 4,600 
were distress cases. Late in 1946 a survey made 
by the Bureau of the Census indicated that about 
30 per cent of the married white World War II 
veterans and 50 per cent of the married Negro vet
erans in the Louisville area were doubling up with 
relatives or friends or were living in rented rooms, 
trailers or tourist cabins. At that time only 1 per 
cent of all the dwelling units in the Louisville area 
were unoccupied.

In Memphis, too, the value of new residential 
construction contracts through May was consider
ably higher than in 1946, amounting to $11.5 mil
lion as compared with $7.6 million last year.

BUT THE STIMULUS EXPECTED TO RESULT 
FROM A LARGER SUPPLY OF MATERIALS-

RESULTING IN A LAG IN NEW PRIVATE 
CONSTRUCTION PUT IN PLACE

MILLIONS OF DO LLA RS MILLIONS OF DOLLARS

J F M A M J  J A S O N D
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Housing contracts through May, however, have 
barely measured up to the volume recorded late 
last year. In July, 1946 the Housing Goals Com
mittee estimated the shortage in Memphis and 
Shelby County at 11,477 dwelling units, and estab
lished a quota of 8,500 units to be started in 1946 
and 1947. According to the latest report of the 
Housing Committee, 4,479 units, constructed for 
sale, had been started through April and slightly 
more than 1,000 units for rental were started. This 
report stated that substantially more progress has 
been made in the Memphis area in the construction 
of houses for sale than in the rental classification, 
although in June it was indicated that the number 
of rental starts for white occupancy during the 
remainder of 1947 will be sufficient to meet the 
budget quota. The number of units started for 
sale or rental for negroes was said to be far below 
the demand and the need.

Nonresidential construction in Memphis was 
about 72 per cent less, in terms of dollar amount 
of construction contracts awarded, in the first five 
months of this year than in the early part of 1946. 
Most of the decline was in the manufacturing field, 
although commercial construction was off about 
48 per cent. The value of both commercial and 
manufacturing contracts awarded through May in
creased sharply from the low level reached in the 
last few months of 1946 but was considerably below 
the peak of last year.

The value of contracts for residential construc
tion in Little Rock was 12 per cent larger in the 
first five months this year than in 1946, increasing 
from $3.4 million last year to about $3.8 million 
in 1947. The increase in Little Rock was some
what larger than that in the rest of Arkansas where 
residential contracts in the first five months were 
only fractionally higher than in the same period 
last year. In Little Rock as elsewhere, the pres
sure for rental property is great and according to 
a recent survey is almost as critical as in early 1946. 
The Employment Security Division in Arkansas 
reported early in March that one of the most serious 
deterring factors in the construction outlook in 
Arkansas is a shortage of skilled laborers.

Nonresidential construction contracts in Little 
Rock during the first five months were valued at 
46 per cent less than in 1946. In the remainder of 
Arkansas the decline was slightly less, percentage
wise.

In the Greater Evansville area as covered by the
F. W . Dodge reports, the value of residential con
tracts awarded through May was larger than in 
1946. Last year, housing contracts totaled $1.3 mil- 
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lion and in the first five months of 1947 amounted 
to $1.5 million—an increase of 15 per cent. Available 
evidence indicates that most of the increase oc
curred in Evansville proper.

Nonresidential dollar contract volume in 1947 is 
considerably below last year, both in the Evans
ville area as a whole and in the city proper. The 
value of nonresidential construction contracts 
awarded through May in the Evansville area was 
about $1.3 million as compared with $1.8 million 
last year, while in the city proper, building permits 
for new nonresidential work in the five months 
totaled $179,000 as compared with $595,000. As in 
other areas, the largest decline from last year was 
in commercial construction awards, although the 
value of contracts for manufacturing plants in the 
first five months was 43 per cent less than last year.

Among the district areas covered by the F. W . 
Dodge service, St. Louis City and County is the 
only major industrial area in which residential con
tracts in the first five months this year were less in 
value than in the same period of 1946. According to 
the Dodge reports, housing contracts in St. Louis 
City and County this year were 42 per cent below 
last year, totaling $12.7 million as compared with 
$22.1 million through May of 1946. In the five-month 
period in early 1947 the value of these residential 
contracts averaged a little more than $2.5 million a 
month as compared with $3.6 million per month late 
in 1946. Thus it is apparent that in this area residen
tial volume this year has measured up to neither the 
early part of 1946 nor the latter part of the year 
when volume normally is at a seasonal low. This 
partly reflects a very late spring.

Across the Mississippi river in Madison County, 
Illinois, an even greater percentage decline has oc
curred from 1946, but in East St. Louis residential 
volume this year was five times as large as in the 
first five months of last year. In Eastern Missouri, 
excluding St. Louis City and County, contracts 
through May increased 90 per cent over last year 
while in Southern Illinois, excluding East St. Louis 
and Madison County, housing contracts this year 
actually were more than twice as large as those in 
the first five months of last year.

Following the district trend, the value of non
residential construction contracts in St. Louis City 
and County through May was 44 per cent less than 
in 1946 and totaled $10.2 million as compared with 
$18.3 million last year. Contracts for new manu
facturing establishments were slightly lower in 
value than in 1946 but commercial building dropped 
sharply, totaling less than $2.2 million as com
pared with $9.4 million last year. It should be
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noted, however, that commercial construction con
tracts in the first five months of 1946 were at an 
abnormally high level, and in March were at their 
postwar peak. Somewhat smaller declines in nonresi
dential contracts occurred in Madison County and 
East St. Louis.

CURRENT BUILDING ACTIVITY
As noted earlier, actual construction work in the 

Eighth District as reflected in employment figures 
has been maintained at a relatively high level in 
the first part of the year. In March, approximately 
40 per cent more workers were employed in the 
industry in this district than were at work in 
March last year.

The trend in district construction employment 
so far this year was complicated by a number of 
factors. In the St. Louis area, new starts in the 
first three months were retarded by adverse weather 
conditions. In addition, a jurisdictional dispute in 
the industry slowed down operations in March. 
Latest estimates by the Missouri State Employ
ment Service indicate that in the St. Louis area, 
approximately 2,000 construction workers were 
added between March and May.

FACTORS RETARDING CONSTRUCTION GAINS
The story behind the leveling off, or in many 

instances the decline in construction volume, may 
be complex but it is not mysterious. It is compli
cated partly because the construction industry itself 
is complex, being a loosely organized group of 
builders, general contractors, architects, building 
trades workers, materials suppliers, and others 
engaged in construction. But the story is com
plicated, too, because of the interplay of numerous 
special problems confronting the industry since the 
end of the war, all of which have had varying de
grees of influence on construction volume this year.

Shortages of key materials last year were of 
major importance, not only in retarding the physi
cal volume of building but also in pushing con
struction costs to a high level. Actually, total pro
duction of materials last year as measured by the 
Department of Commerce was large, averaging 
one-fourth higher than in 1939 and only about 5 per 
cent less than in 1941. Output of some items, in
cluding hardwood flooring, nails, cast iron radiation, 
and range boilers, was below 1939 volume, but most 
materials were produced in quantities considerably 
larger than prewar. Nevertheless, sizable though 
it was, production was not equal to the task of 
supplying the needs of the construction industry 
and at the same time building up inventories to a

level that would assure a steady flow of materials 
when and where they were needed.

To a large extent, the supply problem has been ‘ 
overcome, and except for a few items, materials pro
duction is at a rate sufficient to maintain the physi
cal volume of construction at a level well above 
that of 1939. Since late last year, the Department 
of Commerce index of building materials produc
tion has been at least one-third higher than in 1939. 
Local shortages of some items continue, however, 
as a result of transportation difficulties, labor dis
putes, and an unbalanced situation with respect to 
inventories and distribution. This is true of cement, 
clay pipe, gypsum board, and lumber, for example. 
However, the fact remains that over-all materials 
output is much less a deterring factor now than 
last year.

Similarly, a considerably more favorable situa
tion exists with respect to controls over materials 
and to other aspects of the construction industry. 
Although rent controls remain in effect, their pro
visions have been liberalized since the end of the 
war, particularly on new structures. However, the 
question of controlled rent levels continues to play 
some part in the lag in new building activity.

In addition, such factors as antiquated building 
codes in most parts of the country, inefficiencies 
throughout the industry, uncertainty with respect 
to the pattern of business activity, availability of 
construction sites and of old houses for sale or rent 
and many others are of varying degrees of impor
tance in the current construction situation.

By far the most important factor in the outlook 
is the level of construction costs, which since 1939 
have climbed fast and far. Exactly how far, no 
one knows. The U. S. Department of Commerce 
estimates the average increase at more than 60 
per cent for the nation as a whole, from 1939 to
1946. Further increases have occurred this year, 
and in April this index was 6 per cent higher than 
the monthly average in 1946 and 22 per cent above 
April a year ago. Other indexes for 1946 ranged 
from 50 to 100 per cent above 1939.

It would be difficult to estimate the number of 
housing plans that have been cancelled, or how 
many industrial and commercial projects have been 
postponed as a result of the rise in construction 
costs. There is no doubt, however, that present 
building costs have priced housing out of the 
market for a great many people. Insofar as vet
erans’ housing requirements are concerned, evi
dence of the cost-pressure is available and is per
tinent to most nonveterans as well.

The Bureau of Labor Statistics interviewed vet
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erans in 109 localities throughout the nation. This 
survey revealed that the average veteran can afford 
to pay no more than $6,000 for a house. Yet, in 
the first part of this year, the median construction 
cost, excluding land cost and builders' profit, of the 
single-family houses started was about $5,250. One- 
fourth of these houses were to cost $7,250 or more. 
Including land and other costs, typical selling prices 
would range upwards from $7,000 to $8,000, or more 
than 17 per cent above the amount the average vet
eran could afford.

In the industrial and commercial field, a study 
by the Civilian Production Administration early 
this year showed that 48 per cent of the non-resi- 
dential projects approved by the CPA between 
March 26 and the end of September, 1946, but upon 
which actual construction was deferred beyond July
1, 1947, were postponed because of “ excessive 
costs” .

In this district, costs have risen as fast as in the 
nation as a whole, and in some areas the increase 
has been larger than the national average. Precise 
measures are not available but data published by 
the National Housing Administration suggest the 
extent of the rise. In Memphis the cost of building 
a standard six-room frame house is estimated by 
the NHA to have increased 47 per cent from the 
first quarter of 1939 to the last quarter of 1946. 
During the same period the increase in Louisville 
is estimated at 51 per cent, in Little Rock 60 per 
cent, and in St. Louis 67 per cent. Private esti
mates in Evansville put the increase from 1939 
levels at 50 to 75 per cent.

A somewhat larger gain is estimated for St. 
Louis by Roy Wenzlick and Company. Cost data 
as compiled by this company indicate that a six- 
room frame house built in 1939 for $5,894 would 
have cost about $11,300 to build in the last quarter 
of 1946 and $13,170 in April, 1947. Part of the 
rise indicated since last fall is purely statistical. 
The cost level of October, 1946, almost certainly 
was understated, whereas present costs probably 
are more correct. The Wenzlick series naturally 
uses legal prices in its compilations and actual costs 
were higher last fall than the series showed. In 
May the cost declined $140, the first decrease since 
1943. Between 1939 and May, 1947, the cost of 
building this house increased more than $7,000, two- 
thirds of which occurred since the end of the war.

Final construction costs to owners represent a 
composite of many items, chief of which is the 
materials cost. In St. Louis, materials used in the 
Wenzlick compilation account for 48 per cent of 
the cost of the house, while labor represents 32 per
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cent and other costs 20 per cent of the total. Aver
age wholesale prices of building materials in May 
were 95 per cent higher than in 1939 with most 
of the increase occurring since the end of the war. 
The elimination of price controls in late 1946 re
sulted in a sharp rise in the official prices of most 
materials. However, some downward adjustment 
has occurred recently, in lumber and paints par
ticularly, and the rate of increase in production 
and inventories of other items, coupled with the lag 
in new construction, suggests the possibility of 
adjustments in prices of other building materials.

The current level of construction costs not only 
reflects increased materials prices as compared with 
earlier periods but also results from higher labor 
costs. Part of the increase in labor costs has been 
due to higher wage rates which since the end of the 
war have increased on the average about 15 per cent 
nationally. In some areas, multiple-time work, fre
quently instituted only to obtain or hold workmen, 
has inflated total wage costs to the owner. Prob
ably the most serious cause for higher total labor 
costs are the innumerable delays in completing a 
project as a result of shortages and the uneven flow 
of materials to the workmen on the job. Under 
such conditions, laborers not only tend to slow 
down on the job but builders continue to keep work
men on the payroll, even though work is stopped by 
a lack of materials, in order to keep their construc
tion crews intact. This pressure on costs is being 
reduced as production and inventories expand, per
mitting a steady flow of materials to the projects.

In addition to high prices of materials and in
flated labor costs, the current construction cost 
level results in many instances from other factors 
as well. According to a survey of the construction 
industry by the Engineering News-Record, contrac
tors' bids also are a cost factor subject to careful 
scrutiny. This trade journal points out that while 
rising materials and labor costs make it difficult to 
estimate total costs precisely, there is some indica
tion that many contractors still are making esti
mates on the liberal basis used during the war and 
that costs could be lowered somewhat by such con
tractors “ sharpening their pencils a bit” . A general 
pressure for more efficient methods of construction 
also might contribute to lower costs.

A  survey of opinion in the construction industry 
in St. Louis suggests that some improvement in 
the price situation may come during the remainder 
of 1947. Prices of most building materials are ex
pected to hold about at their present levels. The 
major exception to this is lumber. A  further drop 
in lumber prices would have appreciable effect on
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dwelling costs. For example, lumber accounts for 
about 60 per cent of total cost of materials in a 
frame house. Contractors also anticipate that labor 
productivity will increase (and unit labor costs 
decrease) if construction volume continues to lag. 
This factor, coupled with the steady improvement 
in materials supply, is expected to result in an 
actual reduction in over-all construction costs.

It should be pointed out, however, that “ some” 
reduction in costs may not be enough to bring about 
a strong upswing in construction activity. Thus a 
total reduction of 5 per cent from the current level 
would lower the cost of the standard house as com
puted by the Wenzlick Company to $12,350, while 
a 10 per cent reduction would mean a price of 
$11,700. In either instance the resulting price 
would be very much higher than obtained a year 
ago and would be double the 1939 cost.

A substantial volume of projected industrial con
struction is reported in the St. Louis area. Many 
manufacturers and commercial establishments, how
ever, are postponing the actual awarding of con
tracts pending stabilization of the cost structure. 
Local contractors who were interviewed indicate 
the belief that such contracts will materialize 
promptly if prices stabilize and that there will be 
no appreciable holding back in the hope of lower 
prices. Most of the work that has been put in abey
ance, the contractors state, is of a more or less 
emergency nature and will be undertaken as soon 
as some assurance can be given that actual con
struction costs can be held to a specific upper limit. 
These contractors do not anticipate a construction 
boom as previously expected, but do look for a 
fairly steady volume of activity in 1947.

CONCLUSIONS

It is apparent that in the Eighth District, as well 
as in the nation as a whole, building activity in the 
first part of 1947 has been at a relatively high level. 
However, much of the actual construction work 
performed to date is on projects begun several 
months ago and in many cases last year. Measured 
in terms of the dollar volume of construction con
tracts awarded and building permits issued, it is 
evident that new projects begun or contracted for 
have not expanded as rapidly as was expected. 
The lag has developed in virtually all categories 
of privately financed construction except farm and 
public utilities construction, although public ac
tivity has increased substantially. Obviously the 
delay in instituting new building projects is re
lated neither to a lack of need for housing nor for 
industrial and commercial construction. This is

true in the nation as a whole and in this district.
Many factors contribute to the tendency of po

tential builders to postpone construction, of which 
the high cost level appears to be most important. 
To what extent costs must decline before the antici
pated volume will be forthcoming cannot be esti
mated. Informed opinion in the St. Louis area indi
cates that a substantial amount of industrial and 
commercial work will be started when costs become 
reasonably stable. Many projects are of an urgent 
nature and when builders are able to estimate the 
upper limits of their total outlay, construction of 
this type is expected to become active. In other 
instances, particularly in the residential field, an 
appreciably lower cost level appears to be neces
sary to stimulate new construction.

There appears to be little prospect of a substan
tial reduction in costs during the remainder of 1947, 
although some decline is anticipated. This prob
ably will result primarily from increased efficiency 
and shortening of the time required for completion 
of building projects. These improvements should 
be a direct outgrowth of the increased level of 
materials production and inventories which lead to 
a more efficient flow of materials.

The future level of construction volume may 
prove to be of considerable importance to the 
national economy. Expenditures for construction 
this year generally have been regarded as a major 
source of support in the event of a decline in indus
trial activity and employment in other fields. Pri
vate construction normally accounts for a relatively 
small part of the total value of goods and services 
produced in the nation, averaging only 4.5 per cent 
of the gross national product from 1929 to 1939, 
inclusive. Last year these expenditures became in
creasingly more important throughout the year and 
in the fourth quarter were at an annual rate equal to
4.3 per cent of the total as compared with 3.5 per 
cent in the first quarter.

In view of the large backlog of heavy construc
tion and the tremendous need for housing, the in
dustry’s output was expected to assume greater 
relative importance this year. The tendency of con
struction to level off since late 1946 raises doubts 
as to the validity of this assumption. This is par
ticularly true in view of the fact that no significant 
reduction in costs appears to be in the offing for 
this year. Thus, while activity probably will re
main at a relatively high level this year, the build
ing boom and its anticipated bolstering effect on the 
economy in the event it were needed is not likely to 
materialize in 1947.

Weldon A. Stein
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