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CAPITAL SPENDING -  
A MAMMOTH CHANGE

Hold no false illusions, plans for capital spending 
can change suddenly. To most, who have followed 
the statistics, this isn’t exactly news. To the few, 
who thought otherwise, what’s happening now 
will be incomprehensible.

Just six months ago we asked manufacturers 
in the Delaware and Lehigh Valleys what they 
planned to spend in 1959. At that time they said 
they were going to spend about $369 million. 
This was a decline of about 11 per cent from 
actual spending in 1958.

Now, however, plans are changed. Manufac
turers tell us they will spend $460 million in 1959. 
Instead of an 11 per cent decline, this level of 
spending adds up to an 11 per cent increase over 
the total for 1958.

The planned increase over 1958 of 11 per cent 
in this area compares with a 7 per cent gain 
planned by manufacturers nationally. The faster 
rise here is heartening. Capital spending ordi
narily is responsive to and has a large impact on

business activity. An increase in this spending 
reflects optimism on the part of manufacturers, 
and gives a feeling of optimism to the rest of 
the economy.

AREA MANUFACTURERS 
A REPORT FROM PHILADELPHIA

Manufacturers in the eight-county Philadelphia 
area say they are going to spend about $346 mil
lion for new plant and equipment in 1959. Six 
months ago these same manufacturers forecast 
that they would spend $271 million in 1959. The 
28 per cent hike in spending plans represents the 
largest change in thinking recorded since our 
surveys began.

Manufacturers’ plans now indicate that spend
ing in 1959 will be 11 per cent higher than actual 
expenditures in 1958. Results from our fall sur
vey had indicated a 14 per cent decline was in 
prospect.

The substantial revision in total spending that
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business rev iew

CAPITAL EXPENDITURE EXPECTATIONS OF MANUFACTURERS 
IN THE PHILADELPHIA METROPOLITAN AREA, 1959

(in millions of dollars)

I n d u s t r i e s

Total actual 
expenditures 

1958

Spring
estimate

1959
Per cent 
change

Spring estimate 
compared with 

fall estimate
Per cent change

All manufacturing............................................. ...........  314.2 345.8 -f- I I  .0 + 2 8 .0
Durables ........................................................ ...........  133.5 153.1 +  14.7 +  17.0

Lumber and fu rn itu re ............................. ...........  2.7 2.1 -  22.2 — 36.1
Stone, clay and glass ............................. ...........  9.1 15.2 +  67.0 +  16.6
Primary metals ........................................ ...........  56.4 49.9 -  12.5 -  2.5
Fabricated m eta ls.................................... ...........  19.6 20.6 +  5.1 + 2 2 .0
Machinery (excluding electrical)........... ...........  9.9 18.2 +  83.8 + 5 5 .3
Electrical machinery............................... ...........  15.5 29.0 +  87.1 +41.1
Transportation equipment .................... ...........  9.1 9.6 +  5.5 + 4 9 .2
Instruments and miscellaneous............. ...........  11.2 8.5 — 24.1 +  16.7

Nondurables ............................................. ...........  180.7 192.8 +  6.7 + 4 0 .7
Food and tobacco ................................. ...........  23.2 21.3 — 8.2 +  9.6
Textiles ...................................................... ...........  5.0 5.4 +  8.0 + 6 3 .8
Apparel ...................................................... ...........  1.6 3.5 +  1 18.8 +  52.1
P a p e r.......................................................... ...........  12.1 24.5 +  102.5 + 3 8 .2
Printing and publishing ........................ ...........  10.9 13.9 +  27.5 +88.1
Chemicals ................................................. ...........  52.5 55.5 +  5.7 + 2 3 .7
Petroleum and coal products............... ...........  69.1 61.5 — 1 1.0 + 5 3 .6
Rubber ...................................................... ...........  5.7 6.8 +  19.3 + 4 4 .0
Leather ...................................................... ...........  0.6 0.4 — 33.3 +  13.8

CAPITAL SPENDING OF MANUFACTURERS 
IN THE PHILADELPHIA METROPOLITAN AREA 
SINCE 1952
MILLIONS OF DOLLARS 

4 0 0

3 5 0

3 0 0

250

is planned is not a consequence of just a few large 
firms raising their sights. Rather it reflects a 
“down the line” surge in planned spending for 
new plant and equipment.

For example, of the 17 industry groups meas
ured, 15 plan definitely higher totals than in the 
fall, one plans to spend within 3 per cent of the 
total it said in the fall, and only lumber and 
furniture manufacturers definitely have decreased 
their spending projections.

Another evidence of “down the line” strength 
is provided by examining the direction of change 
of individual firms. Over-all, 41 per cent of the 
firms plan higher spending, 43 per cent have not 
changed plans since the fall, and just 16 per cent 
have cut back projected outlays.
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Within the totals

Paper and apparel manufacturers now estimate 
expenditures for 1959 at more than double actual
1958 expenditures. Manufacturers of machinery 
and electrical machinery have raised estimated
1959 spending on new plant and equipment a 
good 80 per cent above 1958 spending. The print
ing and publishing industry not only projects 
higher capital expenditures in 1959 but also in
creased the spring estimate a substantial 88 per 
cent above the fall estimate.

The greatest decline in estimated expenditures 
for new plant and equipment in 1959 was reg
istered by leather manufacturers, which lowered 
estimates 33.3 per cent below actual spending in 
1958. Only lumber and furniture manufacturers 
and primary metals manufacturers showed a de
cline in projected expenditures in the spring esti

mate as compared with the fall estimate of capital 
spending plans.

Capacity not being absorbed

In addition to capital spending plans, manufac
turers were asked about their operations as a 
percentage of capacity, employment totals, pro
duction trends, and inventory expectations. As to 
the questions on capacity, it is somewhat surpris
ing to find that firms operated at just about the 
same proportion of capacity as expected last fall.

The fall projections and the actual rate of oper
ation were identical for the first three months of 
this year at 76 per cent of capacity. Manufac
turers predict they will be operating at 77 per 
cent in the second quarter and at 75 per cent of 
capacity in each of the final quarters of the year.

Over-all, the conclusion is inescapable that pro-

CAPITAL EXPENDITURES: 1959 SPRING ESTIMATE 
COMPARED WITH 1958 FALL ESTIMATE

Per cent of firms

I n d u s t r i e s Higher Same Lower

All manufacturing ........................................................ 41 43 16
Durables ...................................................................... 40 41 19

Lumber and fu rn itu re .......................................... 29 57 14
Stone, clay and g la ss ........................................... 61 39 0
Primary metals ...................................................... 39 39 22
Fabricated metals ............................................... 45 35 20
Machinery (excluding electrical) ...................... 33 47 21
Electrical machinery............................................. 50 25 25
Transportation equipment.................................. 42 42 17
Instruments and miscellaneous ........................ 26 52 22

Nondurables ............................................................. 42 44 14
Food and tobacco............................................... 45 38 17
Textiles ................................................................... 38 54 8
Apparel ................................................................. 26 59 15
Paper ..................................................................... 50 31 19
Printing and publishing ...................................... 47 40 13
Chemicals ............................................................ 50 33 17
Petroleum and coal products............................. 78 1 1 1 1
Rubber ................................................................... 55 27 18
Leather ................................................................... 30 50 20
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PRODUCTION AS A PERCENTAGE 
OF CAPACITY

QUARTER QUARTER QUARTER QUARTER QUARTER
1958 1959 1959 1959 1959

duction is not eating up—nor is it likely in the 
near future to absorb—more capacity than antici
pated last fall.

Employment is on the rise

Last fall manufacturers said they expected em
ployment would be up 0.4 per cent by the end of 
the first quarter of this year. Actually, employ
ment in manufacturing rose by 0.7 per cent. The 
somewhat better-than-expected gain in employ
ment is gratifying. Trends in industrial em
ployment in this area have been disappointing 
for some time.

Employment totals in some industries were 
particularly surprising. Transportation equipment 
makers, for example, last fall predicted a de
cline in employment of nearly 7 per cent by the 
first quarter of this year. Actual employment in
creased by 4 per cent in this industry. Lumber 
and furniture firms’ employment grew by 3 per 
cent when it was supposed to decline by 2 per cent. 
On the other hand, food and tobacco manufac
turers expected no change in their total employ
ment but actually showed a loss of more than 5 
per cent.

Currently, many wonder if the capital spending

that is taking place will increase or decrease em
ployment in manufacturing. Manufacturers in 
this area look for fractionally higher employment 
in the fourth quarter as compared with a year ago.

Production plans are buoyant

Production plans of manufacturers yield some
what contradictory conclusions. Manufacturers 
were asked whether production had increased in 
the 4th quarter of 1958 and in the first quarter 
of 1959. Their replies were compared with the 
projections they had made for those quarters in 
the fall survey.

We found that in the last three months of 1958 
not quite so many firms increased production as 
predicted they would. But about half again as 
many firms decreased production. Of course 
there were not so many actual “no changes” as 
anticipated.

In the first three months of 1959, more firms 
increased and decreased production than had 
projected such behavior. Far fewer maintained 
production schedules. In a sense, the larger num
ber of increases and decreases offset each other, 
and the quarter came out pretty much as pre
dicted last fall.

Manufacturers seem fairly optimistic about the 
remainder of 1959. Their plans for the second 
half of the year closely parallel projections made 
last spring. It was during the last six months of 
1958 that the recovery in business activity gained 
momentum.

Inventories and capital spending in 1960

Inventory expectations have undergone some re
vision since the fall. At that time 71 per cent of 
the firms reporting expected no change, 14 per 
cent said there would be an increase, and 15 
per cent said decrease. Now the same percentage 
looks for no change, but more firms (16 per cent)
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PRODUCTION PREDICTIONS

PER CENT OF FIRMS 

4th QUARTER

ESTIMATE ACTUAL ESTIMATE ACTUAL ESTIMATE ACTUAL

15%
21%

ESTIMATE ACTUAL ESTIMATE ACTUAL ESTIMATE ACTUAL

2nd QUARTER

FALL SPRING 

INCREASE

FALL SPRING 

DECREASE

FALL SPRING 

NO CHANGE

INVENTORY EXPECTATIONS
PER CENT OF FIRMS

| FALL 

SPRING

INCREASE DECREASE NO CHANGE

expect an increase, and fewer (13 per cent) a 
decrease.

Capital spending plans for 1960 appear strong. 
Manufacturers in our survey were asked if they 
anticipated spending as much, more, or less than 
in 1959. About 24 per cent said they are going 
to spend more, 21 per cent will not spend as much, 
and the rest anticipate no change at this time.

Conclusion
This survey provides exhilarating news to the 
Philadelphia area. A dramatic reversal of fall 
spending plans should go a long way toward 
dispelling some feeling that Philadelphia would 
not share proportionately in the better business 
conditions that pervade the nation. Clearly, the 
survey provides an indication that the area is 
“keeping in step.”

But the survey is not without some disquieting 
aspects. For one, it illustrates how suddenly and 
extensively capital spending decisions can change 
—and, of course, what goes up can come down. 
Also, the survey poses a big question, “What 
caused the change?”
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The following gives the results of a national survey of capital spending plans of manufacturers. 
Nationally, all manufacturers now expect a 7 per cent rise in spending. In the Delaware and Lehigh 
Valley areas, spending is expected to rise 11 per cent.

CAPITAL SPENDING PLANS OF MANUFACTURING COMPANIES

I n d u s t r i e s

(millions of dollars)

Actual
1958

Planned
1959

Per cent 
change 

1958-1959

1 manufacturing ............................... ......................  $9,761 $10,472 +  1
Iron and steel .................................... ......................  1,217 1,180 —  3
Nonferrous metals ........................... ......................  510 428 - 1 6
Machinery ........................................ ......................  915 986 +  8
Electrical machinery........................ ......................  459 532 +  16
Autos, trucks and p a rts .................. ......................  558 709 + 2 7
Transportation equipment............. ......................  370 440 +  19
Other metalworking ........................ ......................  723 875 + 2 1
Chemicals ........................................... ......................  1,320 1,386 +  5
Paper and pulp ............................... ......................  578 636 +  10
Rubber ............................................... ......................  134 165 + 2 3
Stone, clay and g la ss ...................... ......................  399 498 + 2 5
Petroleum refining ........................... ......................  665 698 +  5
Food and beverages ...................... ......................  742 783 +  6
Textiles ............................................... ......................  288 321 +  M
Miscellaneous manufacturing . . . ......................  883 835 — 5

Source: U. S. Department of Commerce, Securities and Exchange Commission, and M cGraw-Hill Department of Economics.

Certainly, answers to the questions on capacity, 
employment, etc., do not show clearly the causes 
for the reversal. Current or prospective produc
tion is not pressing capacity nor is production 
exceeding expectations. Employment in manufac
turing is better than anticipated, but is expected 
to be only fractionally higher in the fourth quar
ter of 1959 than in 1958. Inventory expectations 
reflect more optimism, but not dramatically so. 
The nagging question persists, “If business is not 
much better than anticipated last fall, why such

a turnaround in spending plans?”

TH E  NEIGHBORING AREAS

Trenton, Wilmington, and the Lehigh Valley are 
additional metropolitan areas included in this 
survey. Each of these areas now plans to spend 
more in 1959 than in 1958.

The projected upturn in Trenton is particularly 
noteworthy. Scheduled expenditures now amount 
to 65 per cent more than in 1958. Last fall esti
mates from the area placed spending below the
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ESTIMATED CHANGE IN 
1959 CAPITAL EXPENDITURES

(Wilmington, Trenton, and Lehigh Valley 
metropolitan areas)

Spring 
Actual estimate 

1958 1959 Percent
Industries ( In millions of dollars) change

Total manufacturing...........  $98.4 $114.2 +16.1
Durables ...........................  44.9 50.3 + 1 2 .0
Nondurables ........................  53.5 63.9 + 1 9 .4

1958 level. Planned expenditures are now nearly 
twice as high as predicted at that time.

In Wilmington, manufacturers’ plans point to 
an increase in spending over 1958 of about 12 
per cent. Surprisingly, however, spending plans 
in that area are not quite so large as in the fall. 
Since then a few large firms have trimmed their 
plans somewhat to more than offset more numer
ous increases among smaller producers.

A 6 per cent hike over 1958 is projected by 
manufacturers in the Lehigh Valley area. The 
estimate now is nearly one-third larger than had 
been forecast six months ago. Substantial up
ward revisions by transportation equipment, tex
tiles, fabricated metals, and stone, clay and glass 
makers account for much of the difference.

SPRING ESTIMATES OF 1959 SPENDING 
COMPARED WITH FALL ESTIMATES

Per cent change

A ll metropolitan areas ....................................  + 16 .2
Lehigh Valley ......................................................  + 3 0 .0
Trenton .................................................................. + 9 6 .0
Wilmington ...........................................................  —  6.1

DIRECTION OF ANTICIPATED CHANGES 
IN OUTLAYS— 1960

PER CENT OF FIRMS

Firms in the three neighboring areas are some
what more cautious about 1960 than firms in 
Philadelphia. There were proportionately more 
firms which looked for decreases in these areas.
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An enigma is a puzzle. A current economic enigma puzzling thought
fu l people is lagging employment midst rising prosperity. In search 
o f the solution, we thought it might help to review long-run changes 
in the lines o f activity people pursue. Hence, a few  lines on . . .

"WHAT’S MY LINE?”
Accountants and astronauts, dancers and dyers, 
lawyers and sawyers, weavers and welders — 
they’re too easy. It’s the unusual occupations like 
mosquito breeders, pill polishers, horse hatters, 
and tea tasters that sometimes stump the intuitive 
team of Francis, Kilgallen, Cerf and Company. 
Time and again it’s been proved that you can’t 
judge a person by his looks.

We have met some interesting people in our 
travels. For example, there was the cow jobber 
who could tell whether a cow would be worth 
more as a milker on the dairy farm or a boloney 
producer at the abattoir. Or the wool importer 
who on examining a bag of wool on the wharf 
could pin down its origin not only as between 
free-world wool and communistic wool but could 
tell precisely the district and province of its ori
gin. Then there was the undertaker-vice president 
of a bank who upon the decease of the bank’s 
president buried him and took over his job as 
president.

Only one out of three work

It is quite a job to keep track of all the people 
and what they do because the population mix of 
a country, like the molecular mix of a river, is 
forever changing. This is most graphically dem
onstrated in the lobby of the Department of Com
merce in Washington where an ingenious clocklike 
mechanism records a birth every 7 ^  seconds, a

death every 20 seconds, the arrival of an immi
grant every 90 seconds, and the departure of an 
emigrant every 20 minutes. The net increase— 
one person every 11 seconds—is registered on a 
cumulating dial that totaled something in excess 
of the 176 million two paragraphs ago.

All of the country’s work for compensation is 
done by approximately one-third of its people. 
Starting with the country’s 176 million people, 
we must subtract 53 million, mostly children 
under fourteen, and another 52 million people 
who are housekeepers, retired, in school, inca
pacitated, or for other reasons not working for 
money. That leaves about 71 million. They are 
the people either at work or looking for work, 
technically called the labor force. Deducting the 
2.6 million men and women in the armed forces 
leaves slightly over 68 million in the civilian 
labor force. Of those, 4.4 million are out of work, 
unemployed. The remainder, 63.8 million, are at 
work. That is about the way people are or, we 
should say, were occupied according to latest 
reports.

Let us overlook, for the time being, the 65 per 
cent who do not work, and consider the 35 per 
cent who do.

What the workers do

How most working people are occupied, or how 
they were occupied last year, is shown in a gen
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eral sort of way in the table under the column 
heading “1958.” Roughly, out of every 100 work
ers, 26 made things, 18 tended store, 13 were 
governing, 12 tilled the soil, and 11 were servants 
of various kinds ranging from professional to me
nial. To continue—six were movers and haulers 
and workers for the utilities, four were builders, 
four were guards to ward off our enemies, four 
were insurers, conveyancers, and money changers, 
one spent his time digging in the earth for min
erals, and one worker was lost in rounding decir 
mals. That’s a still picture of activities' that are 
never still.

EMPLOYMENT OF THE LABOR FORCE
Percentage distribution

C a t e g o r y  1919 1958

Agriculture ........................................................... 31.8 12.4
Manufacturing ....................................................  25.2 25.6
Trade* ....................................................................  11.2 18.3
Service and miscellaneous* .............................. 4.9 10.5
Government ......................................................... 6.4 13.0
Contract construction ....................................... 2.4 4.4
Transportation and public u t i l i t ie s ................ 8.9 6.4
Finance, insurance, and real estate .............. 2.5 3.9
Mining ....................................................................  2.7 1.2

Total civilian industries ...........................  96.0 95.7
M ilitary .................................................................. 4.0 4.3

Total ...................................................... 100.0 100.0

*1919 and 1958 not strictly comparable.
Source: Bureau of Labor Statistics and Department of Agriculture.

In 1820, during Monroe’s Administration, 70 
per cent of the country’s workers were farmers; 
all other workers were simply lumped together as 
nonfarm workers. Census data were simple in the 
days when enumerators had to collect statistics 
on horseback.

Even within a short period of time vast changes 
take place in how people make their living. Note 
the changes in the relative importance of the 
major occupations in the comparatively short pe

riod between 1919 and 1958, as shown in the 
table.

On the farms
As recent as 1919, agriculture was still the major 
occupation. Right after World War I about 32 
out of a hundred workers were farmers. Since 
that time, farmers have declined to a mere one- 
eighth of all employed workers. Thus, farming 
as an occupation dropped from first to fourth 
place, yet today’s 7̂ /2 million farmers produce 
ever so much more food and fiber than almost 
twice that many farmers did in 1919. In contrast 
with former days, farmers now use more ma
chinery, more fertilizers, more insecticides, and 
more irrigation; they also use better seed, prac
tice better animal husbandry, and better methods 
in every department of agriculture.

Coincident with the revolution in agriculture 
is the trend toward large-scale farming. A con
stantly rising proportion of the country’s agri
cultural output is the product of a steadily 
diminishing number of farms. Farming as a way 
of life is on the way out; farming is a business— 
a big business.

In the factories
People who work in factories making things in
creased from a 1919 level of about 11 million to 
the present level of about 15 million. Today, 
manufacturing employs about one-fourth of all 
workers, the same as it did four decades ago. The 
absolute growth may seem impressive, but the 
relative change was almost zero. Employment in 
the making of things seems to have reached a 
plateau. Bear that in mind while we make some 
further observations both within the field and in 
related fields.

Within the field of manufacturing the census 
enumerators make a distinction between what
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EMPLOYMENT TRENDS, 1919-1958
Wage and Salary Workers, Except Agriculture

MINING

AGRICULTURE

MANUFACTURING

GOVERNMENT
TRANSPORTATION
AND PUBLIC UTILITIES A

CONTRACT CONSTRUCTION

Sources: Bureau of Labor Statistics; Department of Agriculture

they call production workers and non-production 
workers. The production workers, for the most 
part, are machine tenders in this age when so

much of the manufacturing machinery is auto
matic or semi-automatic. On going through man
ufacturing plants, you see turret lathe operators, 
spinning frame and loom attendants, wielders of 
power-driven screwdrivers or burnishing wheels, 
manipulators of levers or pushers of buttons that 
control mammoth pieces of machinery like the 
power-driven rollers in a steel mill that transform 
a 5-ton, red-hot chunk of ingot steel into a long, 
thin sheet ultimately destined to be glorified fins 
protruding with futuristic futility from modern 
motor cars. All these workers directly engaged 
in the transformation of various raw materials 
into semi-finished or finished products are cus
tomarily clad in blue jeans and blue shirts. Ac
cordingly, production workers have come to be 
called “blue collar workers” in contradistinction 
to the ineptly named but just as important “non
production workers” consisting of people like the 
accountants, bookkeepers, secretaries, draftsmen, 
engineers, laboratory technicians, etc., who col
lectively have come to be called “white collar 
workers.” We prefer the latter term to the invidi
ous “non-production.”

During the past four decades, blue collar work
ers employed in manufacturing increased 37 per 
cent, while white collar workers increased by 87 
per cent. The rising importance of white collars 
reflects the constant advancement in mechaniza
tion and automaticity of operations, the growing 
importance of research and engineering, and the 
improvement of existing products and the devel
opment of new products, the rising need for 
accounting and related clerical functions incident 
to income-tax reporting and miscellaneous Gov
ernment reports, the necessity for more intensive 
cultivating of a market already heavily stocked if 
not saturated with the material things of life, and 
the rising overhead of administrative functions 
that goes with ever-rising scale of organization;
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EMPLOYEES IN MANUFACTURING, 
1919-1958
Production and Non-production Workers

MILLIONS

1920 1930 1940 1950

Source: Bureau of Labor Statistics

that is big business. Blue collars in manufacturing 
still outnumber white collars, but the ratio now 
is only 3 to 1 in contrast with better than 4 to 1 
four decades ago.

Behind the counters

It’s just as hard to sell something as it is to make 
it, sometimes harder. Perhaps that is why some 
products have a mark-up of as much as 100 per 
cent. The vice president in charge of sales is just 
as important and ofttimes better paid than the 
vice-president in charge of production. Heroic 
efforts are expended daily in the competition for 
the consumer’s dollar, and this is reflected in a 
rapid increase in the number of people engaged 
in trade.

Since 1919 the number of people engaged in 
selling things has grown from less than 5 million 
to more than 11 million. Percentage-wise, people

in trade expanded from 11 per cent of the em
ployed labor force in 1919 to 18 per cent in 1958. 
Trade now ranks second to manufacturing as a 
source of employment.

One reason for the faster growth of employ
ment in trade than in manufacturing may be that 
the art of making people want things does not 
lend itself so readily to mechanization as the art 
of making them. To be sure there are new media. 
The butcher no longer blows his tin horn in the 
street, nor does the baker ring his bell in front 
of your house; both of them peddle their wares 
by shouting or crooning their commercials in 
your living room after each inning, but it still 
takes a lot of leg work by salesmen and detail 
men to close the deal. The general of an army in 
the field, when hard pressed, throws in more 
troops; and in like manner the sales manager 
hires more salesmen when the selling force falls 
behind its quota.

At your service

More and more people and a growing percentage 
of employed workers are engaged in rendering 
various types of services. This includes a wide 
range of activities related or unrelated to the 
production of a specific product. It embraces 
doctors, lawyers, mechanics, entertainers, ball 
players, barbers, beauticians, morticians, window 
cleaners, bellboys—services of all kinds ranging 
from unskilled stooping to the highly skilled sur
gery. While the category has “miscellaneous” 
tacked onto it, the majority are service occupa
tions of the types indicated.

From 1919 to the present, people employed in 
rendering services of various kinds increased 
from 2 million to 6 million, and in terms of per
centage of all employed workers the increase 
represented a jump from 5 per cent to lO1/̂  
per cent.
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Despite the rapid growth in service occupations 
heretofore, this is an area of activity which prob
ably offers greater opportunity for further ex
pansion than any other of the major categories. 
Did you ever take an inventory of all the pieces 
of household machinery in your home? The 
chances are you have a TV set or two, four or 
five radios, a dishwasher, a clothes washer, a 
refrigerator, a deep-freeze box, an ironer, a dryer, 
an oil heater, a vacuum cleaner or two, an air 
conditioner or two or three electric fans, a toaster, 
an electric cooking stove, several electric shavers, 
a half-dozen clocks, an electric mixer, flat irons, 
a typewriter, a power mower, and in the garage 
there are an automobile or two and a bicycle or 
two. All these easily add up to 25 or 30 pieces of 
mechanical equipment and practically all but the 
out-of-door pieces are animated by a slender 
copper wire from the central power station.

The flow of power is seldom interrupted, but 
a breakdown of any of the various household con
traptions can and does occur frequently. The 
stench of burning rubber may be the first sign 
of trouble and if it is accompanied by a flooded 
kitchen, you know it’s the dishwasher. To be sure, 
the manufacturer stands behind his product but 
when you need service in a hurry he may be 
standing too far back.

The abundance of neglected household ma
chinery in American homes affords a verdant 
field for enterprisers with the talent to keep the 
equipment in working order. Immediate and 
reliable service on a 24-hour basis like that sup
plied by the electric, telephone, and gas utilities 
would be welcomed by the country’s 50 million 
households. Repair service organizations of that 
type have already begun to make their appear
ance, but they have only just begun.

It may be that all of the states seeking to attract 
manufacturing industries and the thousands of

cities eagerly striving to bring manufacturing 
enterprises to their communities are misdirecting 
their efforts. The record seems to indicate much 
more promising fields for expanding employment 
in the service industries and in trade than in 
manufacturing. Aren’t those seeking expanding 
employment in new manufacturing industries 
looking backward instead of forward?

Government workers

Eight million people now work for the govern
ment—Federal, state, and local. We have more 
government workers than farmers. Government, 
as a source of employment, ranks third and is 
exceeded only by manufacturing and trade.

In 1919, government employed 6 per cent of 
all workers, now 13 per cent. The expansion is 
brought home forcefully on the “ides” of April. 
In 1919, the income tax was a small cloud on the 
horizon; now many of us have to work for Uncle 
Sam well toward the middle of each week before 
we strike take-home money. The weapons of de
fense are frightfully expensive, and there seems 
to be no end to things and services people want 
from their government. And Uncle Sam is not 
the only tax collector. About three-fourths of the 
government workers are on the payrolls of the 
state and local governments. Perhaps too much of 
the criticism against rising taxes is hurled at 
Washington.

Contract construction

Contract construction embraces all forms of con
struction except the do-it-yourself type. While 
there has been a substantial increase in the num
ber of people engaged in contract construction 
during the past 40 years, from 1 million to ap
proximately 2 !/2  million workers, the latter figure 
represents only about 4%  per cent of the total 
of all employed people. In construction, progress
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in mechanization has been rather limited because 
of the desire for individuality of architectural 
expression. Despite some progress in prefabrica
tion, most houses, office buildings, and other 
structures are still erected by putting building 
blocks on top of each other.

Transportation and public utilities
Employment in transportation and public utilities 
is still at the level of 4 million workers, the same 
as it was 40 years ago. As a result of its failure 
to grow, employment in this category has declined 
from 9 to 6 per cent of the total employment. 
Much of this may be explained by the shift from 
public transportation on the railroads to private 
transportation in automobiles and automation in 
electric power production. Railroads face vigor
ous competition from water, air, motor truck, 
and pipeline carriers, and the passenger business 
of railroads is dying a slow and painful death. 
Someone has predicted that by 1965, railway pas
senger coaches will be museum pieces. What a 
shame if that were to happen! On a train you can 
see the countryside. In an automobile you see 
the rear of a truck. In a plane you see nothing— 
you fly from the blue through the blue to the blue.

Finance, insurance, and real estate

The money changers, insurers, and conveyancers 
accounted for slightly over a million people in 
1919, and almost 2^2 million people now. As 
such, they are scarcely 4 per cent of the total 
employment. Growth in the past has not been 
phenomenal, nor is it likely to be in the long run. 
In banking, postwar employment expanded be
cause banks have been offering additional serv
ices—a trend expected to continue to 1965 or 
thereabout. Ultimately, however, expanding em
ployment in banks seems destined to be lessened 
by widespread use of electronic equipment.

Mining

Mining is an occupation that holds the distinction 
of being the smallest in the major categories of 
employment, and like farming is on the decline. 
Remarkable progress has been made in mechaniz
ing the processes of digging minerals out of the 
earth and that largely explains why mining em
ploys only 1 per cent of the total employment.

The vanishing entrepreneur?

Not included in the foregoing analysis of the em
ployed are the nonfarm people in business on 
their own—the self-employed, the proprietors (as 
well as the unpaid family workers and domestics). 
It is a widely held belief that the small business 
proprietor, the entrepreneur, is going the way of 
the village blacksmith, the local seamstress, and 
the merchant tailor. More and more of their kind 
are being engulfed by big business. The corner 
grocery store is being replaced by the big super
market, the small independent commercial bank 
becomes just another branch of a big city bank, 
and even farming is becoming more cooperative, 
corporate, and capitalistic. In farming, the self- 
employed decreased from 4%  million in 1950 to 
only slightly over 3 million in 1958.

In nonagricultural pursuits, however, the self- 
employed are doughty warriors in the competitive 
arena. Six million strong they were in 1950, and 
a slightly stronger 6 million they are today. It 
may take a corporate colossus to huild a dread
nought or a motor car or to make an ingot, but 
what’s to prevent the little entrepreneur from 
building a better butter bun or china set or run 
a better TV repair service than his big corporate 
competitors? Moreover, the single proprietor, un
fettered by boards, committees, memoranda, and 
studies of comparative costs is flexible, maneuver- 
able, and quick to seize opportunities to make 
profits or escape losses.
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There is frequently quite a difference in the 
attitudes toward work between the company- 
employed and the self-employed. The company- 
employed often regard anything beyond 40 hours 
of work a week as a gross hardship, and must 
be paid time-and-half or double time for any
thing over that standard. Many self-employed, 
on the contrary, work 60 to 80 hours a week 
and seem to like it. Moreover, the self-employed 
usually have greater pride of accomplishment, 
both as to quantity and quality of output. The 
company-employed worker may be somewhat 
more inclined to honor the clock instead of 
the job.

Unemployment

Some people are confused when they read in the 
papers that both employment and unemployment 
rose during the month, as sometimes happens. 
The confusion arises out of the misconception 
of the labor force as a fixed number of people. 
The labor force is not fixed but is constantly 
changing.

The labor force consists of all those at work 
and those seeking employment but not at work. 
The labor force, to use a crude but simple anal
ogy, is like a cistern with an incoming pipe to 
receive young people growing out of adolescence 
into the labor market, and an outgoing pipe for 
the people withdrawing from the labor market 
for personal reasons, involuntary retirement, or 
death. By reason of the growing population, the 
cistern level has a constant tendency to rise. At 
the same time, there is a residue or sediment of 
unemployment sometimes due to a net increase 
of the labor force in excess of the demand for 
labor, and always including so-called frictional 
unemployment.

Frictional unemployment is an “egg-head”

term applied to that part of the unemployment 
which is inescapable or irreducible. It arises out 
of imperfections in the labor market such as lack 
of knowledge as to where work is available, in
ability to get there, or days lost while changing 
from one job to another.

Unemployment, like employment, and the size 
of the labor force are estimated and reported 
monthly. For example, unemployment in March 
was 6.4 per cent of the civilian labor force. What 
proportion of that was frictional no one knows. 
In England, the irreducible minimum is rather 
commonly regarded as 3 per cent. Here it is 
probably higher because our economy is more 
complex and subject to greater technological 
changes.

A press report of 4 million unemployed may 
create mental images of long bread lines, apple 
selling on street corners, hungry children, and 
destitute families. There are hardship cases 
among the unemployed, but not all. Counted as 
unemployed are, for example, the comfortably 
fixed housewife seeking a job to earn pin money 
and the student looking for a summer job.

The unknown future
Any contemplation of the future is drawing a bow 
at a venture. Perhaps it should be attempted by 
someone unacquainted with the field—someone 
uninhibited by the prevailing modes and moods 
of economic thinking, like a barber or a taxi 
driver. The population experts have made some 
sour forecasts. If it is hard to forecast how many 
people there will be a generation hence, it’s still 
harder to foretell what they will be doing. The 
only thing about which we feel reasonably sure 
is that further changes in occupational trends 
may come to pass and we might well be prepared 
for surprises.
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FOR THE R E C O R D . . .

Third Federal 
Reserve District United States

Per cent change Per cent change

SU M M A R Y
Mar. 1959 

from

3
mos.
1959

from
year
ago

Mar. 1959 
from

3
mos.
1959

from
year
ago

mo.
ago

year
ago

mo.
ago

year
ago

O U TP U T
Manufacturing production. +  2 +  7 +  2 +  17 +  12
Construction contracts .. . +92 +47 +34 +45 +23 +  18
Coal mining ..................... -  5 +  13 +  10 -  6 +  1 +  1

EM PLO YM EN T AND 
INC O M E

Factory employment
(Total) .............................. +  1 +  2 -  1 +  1 +  4 +  1

Factory wage income....... +  3 +  12 +  5
TRA D E*
Department store sales . . . -  3 +  3 +  9 -  1 +  b +  8
Department store stocks . . 0 +  3 — 1 +  3

BA N KIN G
(A ll member banks)

Deposits ............................ — 1 +  5 +  7 -  1 +  4 +  7
Loans ............................ . +  1 +  5 +  5 +  3 +  6 +  ^
Investments ....................... — 3 +  8 +  12 — 3 +  <> +  12
U.S. Govt, securities.... — 4 +  9 +  14 — 4 +  b +  12
Other ................................ 0 +  6 +  9 +  M

Check payments .............. +  I4f +  I5f +  I0f +  14 +  10 +  7
PRICES
Wholesale ......................... 0 0 0
Consumer ........................... ot Of +  If 0 0 +  1

’ Adjusted for seasonal variation. f20 Cities {Philadelphia

Factory* Department Store

Check
PaymentsEmploy

ment Payrolls Sales Stocks

LOCAL Per cent Per cent Per cent Per cent Per centCHANGES change change change change change
Mar. 1959 Mar. 1959 Mar. 1959 Mar. 1959 Mar. 1959

from from from from from

mo. year mo. year mo. year mo. year mo. year
ago ago ago ago ago ago ago ago ago ago

Lehigh Valley +  2 — i +  b +  7 +  15 +  9

Harrisburg • • • +  1 +  3 +  4 +15 +14 +  15

Lancaster . . . . 0 +  4 0 +  13 —20 +  8 + 10 +  2 +  13 +21

Philadelphia . +  1 +  1 +  3 +11 +  2 +  3 +  7 +  4 +  14 +16

Reading ........ 0 +  b +  1 +23 -  8 +  7 +  M +  3 +  13 +  10

Scranton ........ — 1 +  5 — 2 +  4 — 6 +  1 +  b 0 +  9 +  b

Trenton .......... 0 — 2 0 +  3 — 3 +  3 +  12 +  12 +  5 —  7

Wilkes-Barre . +  2 +  18 +  3 +  19 — 8 — 3 +  7 0 +  14 +  7

W ilm ington .. +  <> 0 +  13 +  15 -  3 +  5 +  7 +  7 +23 +20

York ................ 0 — 1 — 1 +  3 — 16 +  7 +  12 +  5 +33 +13

’ Not restricted to corporate limits of cities but covers areas of one 
or more counties.
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