
NOTICE

Revised indexes of industrial capacity and rates of capacity utilization for 1995 and 1996 are included in
the attached G. 17 (419) statistical release. The revisions begin in January 1995. For total industry, the revisions are
very small. Utilization in total industry was 82.7 percent in the first quarter of 1996, the same as previously reported.
Tables that summarize the revision and show revised capacity utilization rates and capacity indexes for 1995 are shown
on pages 11 and 12.

The updated estimates of capacity incorporate the data on actual and planned investment by manufacturing
industries reported in the Bureau of the Census's Investment Plans Survey issued in late March, as well as more
detailed, revised utilization rates from the Census Survey of Plant Capacity for 1993 and 1994. The revisions to the
capacity indexes affect the utilization rates reported in this Federal Reserve release because monthly utilization equals
the monthly index of production divided by the related monthly capacity index.

Industrial capacity grew 3.8 percent from December 1994 to December 1995, 0.1 percentage point less
than was previously estimated. Capacity in manufacturing grew 4.3 percent, also 0.1 percentage point less than
previously reported. Within manufacturing, annual capacity growth for durable manufacturing was revised up
0.5 percentage point, to 6.1 percent, with noticeable upward revisions for computers and electrical machinery. Capacity
growth for nondurable manufacturing was revised down 0.8 percentage point, to 1.9 percent, with downward revisions
for printing and publishing and rubber and plastics products. In electric and gas utilities, capacity grew 1.1 percent in
1995; in mining, capacity edged down. For 1996, overall industrial capacity is projected to grow 4.0 percent,
0.5 percentage point higher than previously estimated.

Diskettes containing the revised data are available from the Board of Governors of the Federal Reserve
System, Publications Services, at (202) 452-3245. Data are also available on the Commerce Department's Economic
Bulletin Board. For information, call (202) 482-1986.
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1996 Revision Announcement

During the fourth quarter, the Federal Reserve will publish a revision of its measures of industrial
production, capacity utilization, and industrial use of electric power. The revision of IP and capacity will both
incorporate updated source data for recent years and feature a change in the method of aggregating the
indexes. From 1977 onward, the value-added proportions used to weight individual series will be updated
annually rather than quinquennially. In addition, the production and capacity indexes will be rebased so that
1992 actual output equals 100.

The aggregate IP indexes will be constructed with a superlative index formulation similar to that
introduced by the Bureau of Economic Analysis in its December 1995 revision of the National Income and
Product Accounts. At present, the aggregate IP indexes are computed as linked Laspeyres indexes, with the
weights updated every five years. Because of the rapid fall in the relative price of computing power, that
periodic updating of weights is too infrequent to provide reliable estimates of current changes in output and
capacity. With the publication of the revision, we will update our value-added proportions annually and use a
Fisher index-number methodology. This new superlative index formulation will be applied to all aggregates
of IP, capacity, and gross value of product.

The regular updating of source data for IP will include the introduction of annual data from the
1994 Annual Survey of Manufactures of the Bureau of the Census.

The statistics on the industrial use of electric power will be revised back to 1972. These
revisions stem from three basic sources. First, the new figures incorporate more complete reports received
from utilities for the past few years. Second, an updated panel of reporters on cogeneration will be fully
integrated into our survey of electric power use. Third, the levels of the monthly electric power series for
manufacturing industries will be benchmarked to indexes derived from data published in the Census Bureau's
annual surveys and censuses of manufactures. These indexes will also be revised so that 1992 electric power
usage equals 100.

The revised data will be available on the Internet at the Board of Governors' World Wide Web
site, http://www.bog.frbcfed.os. The data will also be available on diskettes from the Board of Governors of
the Federal Reserve System, Publication Services, 202-452-3245. The revised data will also be available
through the Economic Bulletin Board of the Department of Commerce: for information about the Bulletin
Board, call 202-482-1986. In addition to the data currently provided, the time series of implicit prices
necessary for a user to aggregate IP and capacity under the new methodology will be provided. For
information on the plans for these revisions, call 202-452-3151.
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1996 Annual Revision of Industrial Production and Capacity Utilization

During the fourth quarter, the Federal Reserve will publish revisions of its measures of industrial
production (IP), capacity, capacity utilization, and industrial use of electric power; the current target month
for the release is November. The revisions of IP, capacity, and capacity utilization will incorporate updated
source data for recent years and will feature a change in the method of aggregating the indexes. From 1977
onward, the value-added proportions used to weight individual series will be updated annually rather than
quinquennially. In addition, the IP indexes and the capacity measures will be rebased so that 1992 actual
output equals 100. Capacity utilization, the ratio of IP to capacity, will be recomputed on the basis of revised
IP and capacity measures.

The aggregate IP indexes will be constructed with a superlative index formula similar to that
introduced by the Bureau of Economic Analysis as the featured measure of real output in its January 1996
comprehensive revision of the National Income and Product Accounts. At present, the aggregate IP indexes
are computed as linked Laspeyres indexes, with the weights updated every five years. Because of the rapid
fall in the relative price of computers and peripheral equipment, that periodic updating of weights is too
infrequent to provide reliable estimates of current changes in output, capacity, and capacity utilization. With
the publication of the revision, value added proportions will be updated annually, and the new index number
formula will be applied to all aggregates of IP, capacity, and gross value of product. For the most part,
relative price movements among the 260 individual components of the IP index are likely to have little visible
effect on total IP. However, the more frequent updating of the relative price of the output of the computer
industry could lower overall IP growth in some years by as much as 1/2 percentage point; in other years, the
updating of weights will have virtually no effect. Because the new index number formula will slow capacity
growth as well as IP growth, the effect of the reaggregation on overall capacity utilization should be small.

The regular updating of source data for IP will include the introduction of annual data from the
1994 Annual Survey of Manufactures and selected 1995 Current Industrial Reports of the Bureau of the
Census. Available annual data on mining for 1994 and 1995 from the Department of the Interior will also be
introduced. Revisions to the monthly indicators for each industry (physical product data, production worker
hour, or electric power usage) and revised seasonal factors will be incorporated back to 1992.

The statistics on the industrial use of electric power will be revised back to 1972. These
revisions stem from three basic sources. First, the new figures incorporate more complete reports received
from utilities for the past few years. Second, an updated panel of reporters on cogeneration will be fully
integrated into our survey of electric power use. Third, the levels of the monthly electric power series for
manufacturing industries will be benchmarked to indexes derived from data published in the Census Bureau's
annual surveys and censuses of manufactures. These indexes will also be revised so that 1992 electric power
usage equals 100.

More detail on the plans for this revision is available on the Internet at
http://www.bog.frb.fed.us, the Board's World Wide Web site. Once the revision is published, the revised
dam wiii be available at thai site and on diskettes from the Board of Governors of the Feucial Resei vc
System, Publication Services, 202-452-3245. The revised data will also be available through the Economic
Bulletin Board of the Department of Commerce; for information about the Bulletin Board, call 202-482-1986.
In addition to the data currently provided, the time series of implicit prices necessary for a user to aggregate
IP and capacity under the new methodology will be provided. For information on these revisions, call the
Industrial Output Section at 202-452-3151.
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1996 Annual Revision of Industrial Production and Capacity Utilization

The Federal Reserve will publish revisions of its measures of industrial production (IP),
capacity, capacity utilization, and industrial use of electric power on January 7,1997. The revisions of
IP, capacity, and capacity utilization will incorporate updated source data for recent years and will feature a
change in the method of aggregating the indexes. From 1977 onward, the value-added proportions used to
weight individual series will be updated annually rather than quinquennially. In addition, the IP indexes and
the capacity measures will be rebased so that 1992 actual output equals 100. Capacity utilization, the ratio of
IP to capacity, will be recomputed on the basis of revised IP and capacity measures.

The aggregate IP indexes will be constructed with a superlative index formula similar to that
introduced by the Bureau of Economic Analysis as the featured measure of real output in its January 1996
comprehensive revision of the National Income and Product Accounts. At present, the aggregate IP indexes
are computed as linked Laspeyres indexes, with the weights updated every five years. Because of the rapid
fall in the relative price of computers and peripheral equipment, that periodic updating of weights is too
infrequent to provide reliable estimates of current changes in output, capacity, and capacity utilization. With
the publication of the revision, value-added proportions will be updated annually, and the new index number
formula will be applied to all aggregates of IP, capacity, and gross value of product. For the most part,
relative price movements among the 260 individual components of the IP index are likely to have little
visible effect on total IP. However, the more frequent updating of the relative price of the output of the
computer industry could lower overall IP growth in some years by as much as 1/2 percentage point; in other
years, the updating of weights will have virtually no effect. Because the new index number formula will slow
capacity growth as well as IP growth, the effect of the reaggregation on overall capacity utilization should be
small.

The regular updating of source data for IP will include the introduction of annual data from the
1994 Annual Survey of Manufactures and selected 1995 Current Industrial Reports of the Bureau of the
Census. Available annual data on mining for 1994 and 1995 from the Department of the Interior will also be
introduced. Revisions to the monthly indicators for each industry (physical product data, production-worker
hours, or electric power usage) and revised seasonal factors will be incorporated back to 1992. In addition,
the benchmark index for semiconductor output will be revised back to 1977 to reflect a hedonic price index,
similar in concept to what is used for the computer industry.

The statistics on the industrial use of electric power will be revised back to 1972. These
revisions stem from three basic sources. First, the new figures incorporate more complete reports received
from utilities for the past few years. Second, an updated panel of reporters on cogeneration will be fully
integrated into our survey of electric power use. Third, the levels of the monthly electric power series for
manufacturing industries will be benchmarked to indexes derived from data published in the Census Bureau's
annual surveys and censuses of manufactures. These indexes will also be revised so that 1992 electric power
usage equals 100.

More detail on the plans for this revision is available on the Internet at
http://www.bog.frb.fed.us, the Board's World Wide Web site. Once the revision is published, the revised
data will be available at that site and on diskettes from the Board of Governors of the Federal Reserve
System, Publications Services, 202-452-3245. The revised data will also be available through the Economic
Bulletin Board of the Department of Commerce; for information about the Bulletin Board, call
202-482-1986. In addition to the data currently provided, the time series of implicit prices necessary for a
user to aggregate IP and capacity under the new methodology will be provided. For information on these
revisions, call the Industrial Output Section of the Board of Governors at 202-452-3151.
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Revision of Industrial Production and Capacity Utilization

The Federal Reserve will publish revisions of its measures of industrial production (IP),
capacity, capacity utilization, and industrial use of electric power on January 27,1997. The revisions of
IP, capacity, and capacity utilization will incorporate updated source data for recent years and will feature a
change in the method of aggregating the indexes. From 1977 onward, the value-added proportions used to
weight individual series will be updated annually rather than quinquennially. In addition, the IP indexes and
the capacity measures will be rebased so that 1992 actual output equals 100. Capacity utilization, the ratio of
IP to capacity, will be recomputed on the basis of revised IP and capacity measures.

The aggregate IP indexes will be constructed with a superlative index formula similar to that
introduced by the Bureau of Economic Analysis as the featured measure of real output in its January 1996
comprehensive revision of the National Income and Product Accounts. At present, the aggregate IP indexes
are computed as linked Laspeyres indexes, with the weights updated every five years. Because of the rapid
fall in the relative price of computers and peripheral equipment, that periodic updating of weights is too
infrequent to provide reliable estimates of current changes in output, capacity, and capacity utilization. With
the publication of the revision, value-added proportions will be updated annually, and the new index number
formula will be applied to all aggregates of IP, capacity, and gross value of product. For the most part,
relative price movements among the 260 individual components of the IP index are likely to have little
visible effect on total IP. However, the more frequent updating of the relative price of the output of the
computer industry could lower overall IP growth in some years by as much as 1/2 percentage point; in other
years, the updating of weights will have virtually no effect. Because the new index number formula will slow
capacity growth as well as IP growth, the effect of the reaggregation on overall capacity utilization should be
small.

The regular updating of source data for IP will include the introduction of annual data from the
7994 Annual Survey of Manufactures and selected 7995 Current Industrial Reports of the Bureau of the
Census. Available annual data on mining for 1994 and 1995 from the Department of the Interior will also be
introduced. Revisions to the monthly indicators for each industry (physical product data, production-worker
hours, or electric power usage) and revised seasonal factors will be incorporated back to 1992. In addition,
the benchmark index for semiconductor output will be revised back to 1977 to reflect a hedonic price index,
similar in concept to what is used for the computer industry.

The statistics on the industrial use of electric power will be revised back to 1972. These
revisions stem from three basic sources. First, the new figures incorporate more complete reports received
from utilities for the past few years. Second, an updated panel of reporters on cogeneration will be fully
integrated into our survey of electric power use. Third, the levels of the monthly electric power series for
manufacturing industries will be benchmarked to indexes derived from data published in the Census Bureau's
annual surveys and censuses of manufactures. These indexes will also be revised so that 1992 electric power
usage equals 100.

More detail on the plans for this revision is available on the Internet at
http://www.bog.frb.fed.us, the Board's World Wide Web site. Once the revision is published, the revised
data will be available at that site and on diskettes from the Board of Governors of the Federal Reserve
System, Publications Services, 202-452-3245. The revised data will also be available through the Economic
Bulletin Board of the Department of Commerce; for information about the Bulletin Board, call
202-482-1986. In addition to the data currently provided, the time series of implicit prices necessary for a
user to aggregate IP and capacity under the new methodology will be provided. For information on these
revisions, call the Industrial Output Section of the Board of Governors at 202-452-3151.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1997-01-17 | December 1996 and Fourth Quarter 1996 Preliminary


