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_GAPACITY UTILIZATION: MANUFACTURING AND MATERIALS
October 1981

- Capacity utilization in manufacturing fell 1.5 percentage points in
October, following a revised 1.2 percentage point drop in September and a decline
of 0.2 of a percentage point in August. At .76.9 percent, the October index for
manufacturing. is 2.0 percentage points: above ‘its: July 1980 low.

Producers of industrial materials operated at 78.2 percent of capacity
in October, down 2.0 percentage points from their September rate. The operating
rate for materials producers had declined 1.4 percentage points (revised) in
September and 0.3 of a percentage point inh August. The materials utilization rate
in October was 4.4 percentage points above its recent low in July 1980.

Within manufacturing, sizable declines. in utilization rates were wide=-
spread again in October. The rate for the primary processing industries fell 2.1
percentage points to 76.1 percent, and the advanced processing industries rate
decreased 1.0 percentage point to 77.4 percent. For the second ‘consecutive month,
capacity utilization dropped sharply for producers of iron and steel. The rate for
motor vehicles and parts producers also declined quite sharply, and approached its
August 1980 low.

The utilization rate for producers of durable goods materials dropped 2.6
percentage points to 74.8 percent, reflecting large declines in the production of
aluminum, raw steel, and parts for consumer durable goods and for equipment.
Producers of nondurable goods materials utilized 81.3 percent of their capacity in
October—--a decline of 1.5 percentage points from September, as operating rates
decreased for producers of textile, paper, and chemical materials and contaimers.
The operating rate for energy materials production declined from 84.1 percent in
September to 83.3 percent in October.
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OUTPUT, CAPACITY AND CAPACITY UTILIZATION

Output and Capacity are Percentages of 1967 Output; Capacity Utilization is a Per Cent of Capacity.
Seasonally Adjusted

Manufacturing
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ESTIMATES OF ACTUAL OUTPUT AND CAPACITY OUTPUT ARE BOTH EXPKESSED AS PEBECENTAGES OF 1967 ACTUAL OUTFST. ESTINATES OF
CAPACITY UTILIZATION IN PEKCENT ARE CALCULATED AS RA1IOS OF (%) THE FEDERAL KESERVE'S SEASONALLY :DJUSTED INDEXES OF INDOS~-
TxIAL PRODUCTION TO (2) THE CORRESEONDING INDEIES OF CAPACITY. INDUSTRIAL MATERIALS ARE ITEMS BOTH PRODUCED AND USED AS IN-
PUTS BY BAKUFACTUKING PLANTS, MINES AND UTILITIES; INDUSTRIAL MATERIALS COVER MANY OF THE ITEMS REPRESENTED IN THE PRIMARY
PROCESSING GROUPING OF MANUFACTUKING AS WELL AS SOME OF THE OUTPUT OF MINES aND UTILITIES -~ SUCK AS IRQON ORE, CRBUDE OIL, ABD
ELECTRICITY SOLD TO INDUSTRY.

THE 1973 HIGHS AKD 1975 LOWS IN CAPACITY UTILIZETION, SHOWE IN THE TABLES ABOVE, ARE SPECIFIC TC EACH SERIES AND HAY OCCUR IN
DIFPERENT MONTHS. INDUSTRIAL PLANTS USUALLY OPEBATE AT CAPACITY UTILIZATION RATES THAT ARE WELL BELON 100 PERCENI; NONE OF
1HE BROAD AGGREGATE SERIES HAS EVER INDICATED & 100 PERCENT USE OF CAPACITY. CAPACI1Y UIILIZAIION BRATES AVERAGED ABOUT 83
PERCENT PUR MANUFPACTURING FROM 1955 THROUGH 1979, AND ABOUT 835 PPHCENT FOR INDUSTHRIAL MATERIALS FOR 1967 ITEROUGH 1979. 1IN
MANUPACTURING AS A WHOLE, UTILIZATICN RATES AS HIGH AS 90 PERCENT HAVE BEEN EXCEEDER ONLY IN WARTIHE. THE PEAX RATES OF UTI-
LIZATION IN 1973 WERE ASSOCIATED WITH SIGNIFICANT UPWARD PRESSURE ON PRICES.

THE METHODOLOGY AND THE SEKIES AKE DESCRIBED IN FEDEKAL RESERVE MEASURES OF CAPACITY AND CAPACITY UTILIZATION. REVISED DATA
ARE POUND IN WCAPACITY UIILIZATION: KANUPACTURING AGD MATERIALS, JANUARY 1967~-DECEMBER 1978.% BOTH PUBLICATIONS MAY BE O8-
TAINED PRGN PUBLICAIIONS SERVICES, BOARD OF GOVERNORS GF THE PEDERAL AESERVE SYSTEM, WASHINGTON, D.C. 20551
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