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“Business cycles are a type of fluctuation found in the aggregate eco
nomic activity of nations that organize their work mainly in business 
enterprises: A cycle consists of expansions occurring at about the same 
time in many economic activities, followed by similarly general reces
sions. . . .” This is the way Wesley C. Mitchell and Arthur F. Burns 
defined the business cycle in 1946, and it is a good working definition. 
But, the business cycle, as they would be the first to point out, is not 
the same at all times and places. As a matter of fact, the picture of the 
U. S. business cycle that Burns and Mitchell and many other investiga
tors have laboriously put together over many years is an abstraction, a 
composite of many individual fluctuations. Some of these, in particular, 
those in widely diffused industries, such as automobiles, steel, and 
aluminum, do occur all over the nation at the same time. Other fluctua
tions, however, are the result of decisions made by local businesses in 
response to local conditions in their regions, states, or even counties. 
We know that business cycles differ in different countries, and we know 
that the economic characteristics of the various parts of the United 
States differ from one another. It is, therefore, reasonable to assume 
that business cycles in the Sixth Federal Reserve District will differ 
from those in the rest of the country. This is an attempt to explain how 
and, if possible, why these cyclical patterns differ.

Manufacturing Employment
Sixth  D istrict and United States

P e r c e n t  P e r c e n t

Cyclical movements in the District, as illustrated by manufacturing employment, 
have been quite similar to those in the U. S., but a rapid rate of growth has 
caused the impact of recessions to be less severe in the District.
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The Evidence of the Numbers
In order to compare the District and the nation, we need 
statistical series that: (1) display cyclical movements 
(farm employment, for example, apparently does not);
(2) are continuous for the whole of the postwar period;
(3) have the same coverage in the two areas; and (4) de
scribe fairly large aggregates of economic activity. This 
last criterion is necessary so that our conclusions will 
not be unduly influenced by events in one particular in
dustry, such as textiles or construction.

To some extent, these criteria conflict, and compromises 
have been necessary. Ideally, for example, we should like 
to use the Gross National Product because it is the most 
comprehensive indicator available, but there is no com
parable District series. There is also no District industrial 
production series, but we have substituted an index of 
electric power consumption by industrial establishments. 
Again, unemployment figures as a percentage of the labor 
force were unavailable for the District, so the insured un
employment rate was used instead for both areas.

This process of elimination left seven series:
1. Average weekly hours worked in manufacturing es

tablishments.
2. Industrial production.

a. For the U. S., the Federal Reserve Board index 
of industrial production.

b. For the District, an index of the total of:
(1) Sales of electricity to ultimate industrial 

users and
(2) Production of electric energy by industrial 

establishments.
Employment in manufacturing industries.
Income from payrolls of manufacturing establish
ments.
Employment in nonmanufacturing industries (ex
cluding agriculture).
Employment in all nonfarm activities.
Unemployment as a percentage of all employees 
covered by state unemployment insurance programs.

Initially, all the series were adjusted for seasonal varia
tion and converted to indexes with a base period of 
1957-59, so that the U. S. and District could be more 
easily compared.

There have been four recessions and four recoveries 
in the United States since World War II. The latest recov
ery period has not ended yet, so far as we know, but that 
does not matter for our purposes because we are pri
marily concerned with the turning points. That is, we shall 
be looking at the times at which the various economic 
indicators changed their direction of movement, either 
upward from a recession trough or downward from an 
expansion peak. The indicators did not all change direc
tion at the same time, however. Since we wanted to com
pare the timing of the various series, one with another, 
and also the timing of each series in the U. S. and District, 
some fixed reference points seemed necessary. Such ref
erence dates have been estimated by the National Bureau 
of Economic Research and identified as the turning points 
in “general business activity”. By no means does every
one agree with these dates; but whether they are “correct” 
or not is of no importance in this connection because 
they are only being used as reference points to compare 
the relative positions of the individual series. The first table

Number of Months by Which Cyclical Reversals in 
the United States and Sixth District States Occurred 

Later or Earlier than Reference Dates
(Minus signs indicate re v e rsa ls  occurred ea rlie r .)

3.
4.

6.
7.

UPTURNS

ECONOMIC SERIES
Oct.

1949
Aug.
1954

Apr.
1958

Feb.
1961

Nov.
1948

July
1953

July
1957

May
1960

1. Average Weekly Hours
U .S . n.a. — 4 0 — 2 n.a. — 3 — 20 — 12
District States n.a. — 3 0 — 1 n.a. — 8 — 23 — 13

2. Insured Unemployment
— 11U. S. 0 +  1 0 — 2 n.a. — 8 — 20

District States 0 — 2 + 1 + 3 n.a. — 1 — 18 — 11
3. Industrial Output

U. s. 0 — 5 0 — 2 — 4 0 — 5 — 4
District States 0 — 8 + 1 — 1 +  2 + 3 — 3 — 3

4. Manufacturing Emp.
U. s. 0 0 + 1 0 — 10 — 2 — 4 — 3
District States — 3 — 1 + 1 + 1 — 4 +  1 — 3 — 1

5. Manufacturing Income
U. s. n.a. 0 0 0 n.a. 0 0 — 4
District States n.a. — 2 + 1 — 1 n.a. + 1 + 1 — 4

6. Nonfarm Employment
U. s. 0 0 0 0 — 4 — 2 — 4 — 1
District States 0 — 2 + 1 + 2 — 4 + 1 + 1 — 1

7. Nonmanufacturing Emp.
U. s. +4 — 2 0 0 + 1 + 3 + 2 — 1
District States 0 — 5 — 2 + 2 + 3 + 3 + 2 — 1

DOWNTURNS

shows the comparisons thus obtained. A minus sign indi
cates that the series in question turned up from a trough 
or down from a peak before the National Bureau refer
ence date; a plus sign signifies that it turned after that date.

Only two of our seven indicators, average weekly hours 
and the insured unemployment rate, consistently turned 
down from peaks in both areas before the other series did. 
They tend, in other words, to be “leading indicators.” 
They did not, however, always lead on the upturn in either 
area. Even the extent to which they led the other series 
down was not very consistent, but at least the degree of 
inconsistency was about the same in the U. S. and Dis
trict. Furthermore, the relation between the U. S. and 
District series for these “leading indicators” remained 
about the same for the whole period studied. This was 
not true, however, for the other series, the “roughly co
incident indicators.” A distinct tendency may be discerned 
for these other five series to turn down from the cyclical 
peaks of 1948 and 1953 later in the District than in the 
nation, whereas in 1960 this lag had almost disappeared. 
And, in the recovery phase, the District indicators had 
shown a tendency to turn up from the 1949 and 1954 
cyclical troughs before the national indicators did. In

Percentage Rise and Fall in Economic Series During 
Recessions and Expansions

United States and Sixth  D istrict States

ECONOMIC SER IES 1949
UPTURNS 

1954 1958 1961 1948
DOWNTURNS 
1953 1957 1960

1. Average Weekly Hours
u. s . n.a. 4 5 6 n.a. —4 —6 —5
District States n.a. 4 6 5 n.a. —6 —6 —5

2. Insured Unemployment
U. S. —69 —46 —50 —41 n.a. 138 130 84
District States —60 —44 —40 —39 n.a. 118 92 57

3. Industrial Output
U. S. 50 21 27 17 —10 —10 —14 —7
District States 94 68 14 12 —10 —2 — 4 —7

4. Manufacturing Emp.
U. S. 28 9 9 6 —12 —10 —10 —6
District States 26 11 10 8 —12 —5 — 5 ■—4

5. Manufacturing Income
U. S. n.a. 26 19 18 n.a. —9 —8 — 6
District States n.a. 34 21 22 n.a. —5 —5 — 4

6. Nonfarm Employment
U .S . 18 9 8 7 —5 —3 —4 — 2
District States 21 15 8 6 — 4 — 1 — 2 — 1

7. Nonmanufacturing Emp.
U .S . 14 10 7 7 —3 — 1 — 2 — 1
District States 20 16 8 6 — 1 0* — 1 — 1

‘ Less than 0.5 percent.
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1958 and 1961, however, District recovery seemed to 
show signs of lagging behind that of the nation.

The second table on the opposite page compares the 
size of the cyclical swings in the District and nation, that 
is, the percentage change from peak to trough and from 
trough to succeeding peak in each successive cycle. With 
few exceptions, the decline from prosperity to recession 
was less pronounced in the District than in the nation, and 
the following recovery was stronger in the District than 
in the nation. Even the exceptions do not, for the most 
part, contradict this impression. The District unemploy
ment rate in every case has declined less during recovery 
than its national counterpart, but this is understandable 
because it also rose considerably less during recessions. 
In other words, it had less ground to recover. In the latest 
recovery, however, not only did the improvement in the 
District’s unemployment rate lag behind the nation’s, but 
four of the other six indicators have also been less buoy
ant in the District than in the nation.

All this seems to add up to the following broad pat
tern: In the early postwar period, the District did not 
feel the effect of recessions until they had been under
way nationwide for some time. When the effects were felt, 
they were less severe. Furthermore, they did not last as 
long, for recovery began earlier in the District. More re
cently, the District seems to have been affected by reces
sion about as soon and about as much as the nation and 
to have recovered not much more quickly.

Why the Difference?
There are two possible explanations for the differences 
we have observed between our two areas. They are not 
rival explanations, however, since they reinforce each other. 
The first is the simplest: The District, throughout most 
of the postwar period, has grown more rapidly than the 
nation; and cycles in a rapidly growing area are almost 
certain to be less severe than in an area of slower growth. 
To put it more technically, if trends are fitted to time 
series that are otherwise similar, the series with the steep
est upward trend will show smaller and shorter recessions. 
The amount of decline from peak to trough will be less; 
the subsequent expansion will be greater; and the time 
between peak and trough will be shorter for the series with 
the larger rate of growth. This explanation certainly fits 
our evidence. Even the tendency we have observed for the 
District’s behavior to become more similar to the nation’s 
in the latest cycle can be explained by the observation 
that the rate of growth in most District indicators has 
slowed down since 1960 and is now little different from 
that of the nation as a whole.1

The second possible explanation concerns the different 
economic structures of the District and the nation. Since 
various types of activity respond differently to cyclical 
forces, we would certainly not expect two areas with 
different activity “mixes” to behave in the same way. The
1 In order to measure the effect of trend on cyclical behavior, a least squares 
trend fitted to the logarithms of the data was constructed for each series in 
each area for the period July 1953-May 1960. This period runs from the 
first post-Korean W ar peak to the latest known peak and, thus, eliminates 
as much cyclical influence on the trend as possible. Deviations from these 
trends were then computed. In all of the employment series and the electric 
power series, the amplitude of recessions was found to be considerably larger 
than before the removal of trend; recessions were longer; and expansions 
were not so large. In general, all of the cycles conformed more closely to 
the national pattern than they did before trend elimination, and the tendency 
for this conformity to increase over time was considerably weakened.

Total Employment
Percent o f Total Em ploym ent 

20 3 0  4 0  O 10 2 0  3 0

Dramatic changes in the District's economic structure have: (1) in
creased the importance of m anufacturing; and (2) heightened the
District's sim ilarity to the U. S.

Manufacturing Employment
Percent of M anufactu ring  Em ploym ent 

O 10 2 0  3 0  4 0  O 10  2 0  3 0T-----1 tcLdn I-----r
F u r n . ,  L b r . ,  Sc W o o d  P r o d .  

T e x t i l e  M il ls

F o o d  & K i n d r e d  P r o d u c t s  

P r i m a r y  &. F a b .  M e t a l s  

O t h e r  N o n d u r a b l e s  

A p p a r e l  

C h e m i c a l s  

O t h e r  D u r a b l e s  

P r i n t i n g  &. P u b l i s h i n g  

M a c h .  «St E le c .  M a c h .

M o to r  V e h .  & T r a n s .  E q u ip .

Much greater diversity characterizes District manufacturing activity; 
although still not large by U. S. standards, the machinery industries 
have grown most rapidly.

charts above compare employment patterns in the Dis
trict states and the U. S. The first thing to notice is that 
the two areas are, indeed, different. The right-hand panel 
of the top chart shows that manufacturing, for example, 
accounted in 1960 for a considerably larger percentage 
of total employment in the nation (27 percent) than in 
the District (21 percent). Trade and service occupations, 
agriculture, and construction, on the other hand, were rela
tively more important in the District. Typically, manu
facturing activity and employment fluctuate more widely 
than nonmanufacturing. Since manufacturing accounts for 
a smaller percentage of income and employment in the 
District than in the nation, one may presume that cyclical 
swings in the District should be smaller and of shorter 
duration than in the country as a whole. Another fact 
pointing in the same direction is the District’s concentra
tion, within the manufacturing category, on nondurable 
goods. The right-hand panel of the lower chart demon
strates that the District is relatively more important in the 
production of textiles, food, apparel, and chemicals. It is
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less important in the production of hard goods, such as 
metals, machinery, and motor vehicles. Since demand for 
nondurables is less sensitive to fluctuations in income than 
durables (it is easier to postpone the purchase of a new 
refrigerator than it is this week’s grocery shopping), the 
District’s concentration in this field should also dampen 
cyclical swings somewhat.

Our two charts give us additional information, how
ever. The left-hand panel of each of them shows the U. S.- 
District comparison in 1940, twenty years earlier. At that 
time, the differences between the two areas were much 
greater. Since 1940, however, the rapid growth of fabri
cated metals, electrical machinery, and transportation 
equipment plants has caused the District’s economy to be
come: (1) more diversified and (2) more like the rest of 
the country. This should mean that, relative to the U. S., 
recessions in the District are longer and deeper and ex
pansions shorter and smaller now than at the beginning 
of the period. To put it another way, the District’s busi
ness cycle of 1960-63 should be more like that of the 
nation as a whole than were earlier cycles.

Will the Pattern Change?
If the economic structure of the District continues to 
change in the future as it has in the past, the District is 
likely to become more sensitive to cyclical forces than 
formerly. Agriculture tends to be a stabilizing factor, be

cause price supports act to prevent wide swings in farm
ers’ incomes. But if agriculture continues to decline in 
importance, this factor will diminish. To some extent, 
growth in the trade and service occupations may take its 
place; but increased reliance on manufacturing should 
work in the opposite direction, particularly if durable 
goods production continues to gain in importance. Four 
out of the five District manufacturing industries that grew 
most rapidly between 1947 and 1958— electrical machin
ery, transportation equipment, stone, clay, and glass prod
ucts, and fabricated metals—were durable goods indus
tries.

The growth of such industries will tend to raise in
comes, as they usually pay higher wages, and they may 
also help to absorb labor released from those industries 
in which employment has been declining, such as textiles, 
lumber, and primary metals. Unfortunately, the durable 
goods industries are the most unstable cyclically because 
both their employment and output tend to decline further 
during recessions than is true of nondurables. A rapid 
overall rate of growth, such as the District experienced 
in the mid-fifties, would tend to cushion the effect of re
cessions, however. If we continue to grow industrially and 
to develop the heavier, more unstable industries, mainte
nance of a high rate of growth will become all the more 
important. L a w r e n c e  F .  M a n s f i e l d

J a c k  L .  C o o p e r

District Trends in Corporate Financing
Security issues registered with the Securities and Exchange 
Commission by corporations headquartered in the Sixth 
Federal Reserve District declined $100 million in 1962 
from their 1961-dollar volume. This drop followed a de
cline of more than $146 million in dollar volume between
1960 and 1961. Data for the first half of this year suggest 
a further decline in 1963. Moreover, actual sales of such 
securities by District businesses declined sharply relative 
to total corporate issues sold by all American firms.

The issue and sale of corporate securities is an im
portant means of mobilizing a region’s savings and of 
importing outside funds for private business use. Changes 
of this magnitude are, thus, of considerable interest to 
those persons concerned with the availability of investment 
capital in this area.

Total Volume of Securities Issued, 
1959 to Mid-1963

During this period, the District’s local businesses filed reg
istration statements for securities amounting to over $2 
billion. Regular issues to be offered publicly, as distin
guished from small issues exempt from registration under 
SEC’s Regulation A, accounted for 97 percent of the total. 
As shown in the table on the right, 89 percent of the total 
dollar volume of securities registered were sold. However, 
there was a striking disparity between the ratio of success 
in marketing larger “public” issues and in marketing the 
smaller “Regulation A” issues. While 91 percent of the

former offerings were sold during this period, only 46 per
cent of Regulation A issues were sold.

Corporate Securities Issues 
by Business Firms Headquartered in the 

Sixth Federal Reserve District 
Ja n u a ry  1 9 59 -Ju n e  1963

Total U.S.
Total Registered with SEC Total Sold* Issues Sold Ratio of

(Millions of $) (Millions of $) (Billions District
Year All Public Reg. A All Public Reg. A of $) to U.S.
1959 495.1 484.8 10.3 476.6 471.1 5.5 9.8 5.1
1960 599.7 579.1 20.6 575.0 564.2 10.8 10.2 5.9
1961 453.4 430.9 22.5 377.7 366.4 11.3 13.1 3.5
1962 353.7 340.2 13.5 266.0 262.0 4.0 10.8 3.3
1963 132.7 129.4 3.3 124.6 123.8 .8 6.3 2.1

(6 Mos.)
Total 2,034.6 1,964.4 70.2 1,819.9 1,787.5 32.4 50.2 4.1
Percentage

Distri
bution 100.0 96.6 3.4 100.0 98.2 1.8

Percent of Filings
Actually Sold 89.5 91.0 46.2

*A11 sales recorded in year filed, even though partial sales occurred in 
subsequent years.
Sources: Tabulated from data supplied by SEC, Investment Bankers’ Asso
ciation, M oody’s In dustrial M anual, M oody’s B ank and F inance M anual, 
and The C om m ercial and F inancial Chronicle.

The table also reveals that changes in the annual vol
ume of securities sales by businesses in this District dif
fered significantly from the total volume of U. S. corporate 
securities sold between January 1959 and June 1963. Such 
sales by District businesses reached a peak of $600 mil
lion in 1960, after which annual volume declined sharply. 
In contrast, 1961 was the peak sales year for total cor
porate issues in the nation as a whole. Moreover, while
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