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Cash farm income
is down from the
record high of
last year .....

reflecting lower
farm prices .....

which more than
offset the slightly
higher volume of
marketings during
the year.
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SITUATION

w

THE pace of economic activity in November was virtu-
lly unchanged from October except for the rapid pick-up in
output of steel and coal from the low volume which prevailed
when work stoppages were in progress. Industrial output,
aside from steel and coal, held to the level of the previous
month—which was higher in general than in any period
since last spring. Department store sales recovered part of
October’s losses with the more liberal purchasing which fol-
lowed termination of the strikes in some areas, and the onset
of holiday buying. Construction activity continued firm,
after allowance for the normal seasonal reduction, at about
6 percent above last year’s level. Total employment showed
little change other than the usual seasonal gains in some non-
agricultural industries.

Industrial activity recovers

Essentially, the trend of business has maintained an even
keel this fall, following a recovery from the summer low,
with rising construction activity and the further decline in
the rate of inventory liquidation offsetting declines in agri-
cultural income and in business investment in plant and
equipment as described in a section below. Though manu-
facturers’ sales, output and—to a lesser extent—inventories
were moderately reduced by the work stoppages in October,
the recovery in November was swift and widespread in the
segment most directly affected by the work stoppages. The
over-all rate of production at the end of the month was
about as high as in September, which in turn was the best
month since May.

In general, the recovery from the summer low to Septem-
ber, just before the strike in steel, was more pronounced for
industries which had shown the greater decline in previous
months. This is shown in the following tabulation which
lists the industries with the most pronounced changes in
manufacturers’ sales in this period:

By the Office of Business Economics

Percent change in manufacturers’
sales 1
Industry 1948 peak month

Peak to Jul;; o1949 Sepié.o 1949

Tuly 1949 | gont 1949 | Oct. 1949
Nonferrous metals._.__.__.____ _._| September._____ -39 +39 —14
Apparel ___ .. __..___. June_ ... .. -31 +25 —17
Textile mill products__.__._ November.._..__ 37 +20 —8
Lumber_ ... ____.____. -| September..___. —28 +20 —6
Electrical machinery.. November...._. —20 +20 -7
Chemicals......._. September. R —15 +15 -8
Iron and steel__..__ December. . —24 +11 —40
Stone, clay, and gla! - _| November. —12 +11 -7
Food and kindred product: June —15 +8 -4

1 Based on sales adjusted for seasonal variations.

For industries not shown, increases as well as previous
declines were in most cases smaller. An outstanding excep-
tion was the paper and paper-products industry, in which
shipments reached a low at an earlier date than in most

1
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other lines and increased by more than 40 percent since Chart 2.—Retail Sales by Selected Groups
May to a new postwar peak in September. In October, as
in the other lines, there was a moderate decline.

In only two industries was the downward movement in DURABLE GOODS  NONDURABLE GOODS
the first half of this year extended appreciably beyond July— STORES STORES
transportation equipment (other than automobiles), reflect- BILLIONS OF DOLLARS BILLIONS OF DOLLARS
ing the reduction in capital outlays of railroads described > toTaL TOTAL 10

below, and beverages. Because of the generally lower
volume of fixed business investment the recovery from mid- ‘
summer was relatively small in nonelectrical machinery, with 4 -

shipments in September running about 15 per cent below-the 1949
peak volume of December 1948. \

Changing pattern of retail sales J e —6

Though total retail trade was characterized by relative =
stability throughout 1949, there were wide divergences in - 947
the sales trends by kinds of business. In July—the 1949 2 4 F -a
low point—the aggregate volume of retail trade was less
than 5 percent below its 1948 peak. Sales of automobiles
were substantially above last year’s volumes, sales in food IR
stores had registered little change, but in all other lines there
were declines of considerable magnitude.

Between July and September, however, though total retail
sales gained only 3 percent, there was a general distribution
of advances in these lines in which substantial weakness had 2.0
developed, as shown in chart 2. Sales of electrical appliances
rose partly in response to price reductions, cheaper new e
models, and growing demand for television sets. House- Y M Sy 4 L 120
furnishing sales in general increased sharply, reflecting the o~
rising rate of completed residential building in recent months. I Np—

In apparel stores, general merchandise and in building 19477 | |
materials and hardware there were also substantial advances, o LS
though in these lines the volume of sales remained well below 7
the levels of the previous year. HOMEFURNISHINGS APPAREL

In October the reduction in retail purchasing affected
most lines, as the chart shows. This was due in part to
curtailed spending resulting from the effects of work stop-
pages. November data available for department store sales,
however, suggest a slight rise in this segment—one in which

[ S S I B B B I

AUTOMOTIVE

1949 ~

1948

—t,

the October decline had been among the largest. PO A 7
Prices firm
The generally broadening volume of demand in industrial Al b e
! : . . . : 1o .
markets since the low point of midsummer is evidenced in BUILDING MATERIALS GENERAL MERCHANDISE 1.6
the firmness of wholesale prices, outside the agricultural AND HAROWARE
segment, which has accompanied moderately expanding out-
put in this period. Since July wholesale prices other than 9+ S 4 F ~1.5
farm products and food have fluctuated in a range of less o TT1998 e
than one-half of 1 percent in contrast with the steady decline 7 e I
of 5 percent during the first 6 months of this year. In 1989~y ; el
November there was virtually no change. ' -8 _\/\/f\ TN S e , L
z A \ 1
Farm incomes down ' /// A
As shown in the chart on page 1, the reduction in farm T /"‘"‘1/9 . 1 7 '3
prices has accounted entirely for the drop in farm incomes 4 =T N1947
from the record level of 1948. At an estimated $28 billion,
however, cash receipts in 1949 provided farmers with a share -3 N T S O T v b v e
of the national income, after deduction of expenses, which JFMAMJJASOND ~JFMAMUJIIASOND
still compared favorably with the average share obtained in SEASONALLY ~ ADJUSTED
prewar years as indicated in t,he ta'bulabion belO‘V. U s. DEPAHY'.MENT OF COMMERCE, OFFICE OF BUSINESS ECONOMICS 49-386
) Net farm Source of data: U. 8. Department of Commerce, Office of Business Economies.
Mot farm | National | leoe 8S, :
proprietors national . . N . .
income The persistent decline in agricultural prices, which con-
Bitions of | Biilions of tinued in November, is primarily attributable to an altered
dollars Totlans supply situation at home and to reduced demand abroad
Yot 8 average I - 1.5 2.9 69 rather than to any fundamental change in the domestic de-
1941-45, average. . ........ 10.7 155.4 6.9  mand for farm products. Two successive years of record high
1929-40, average. .. ... .. .ooeoiiieiiiiieeoo.o 3.9 64.0 6. aericultural duction in the United Stat led with th
L Annual rate based on first three quarters: National Income for third quarter estimated gricuttural production H.l e Lnite tates, COl.lp ed with the
assiming no change in profits from the second quarter. * recovery of farm output in Europe, have necessitated a grad-
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ual adjustment in the general level of farm prices from the
peak reached in the period of world food crisis in the years
following the war. The gradual reduction in farm prices—
amounting to more than 20 percent since the beginning of

SURVEY OF CURRENT BUSINESS 3

1948—would have been substantially sharper were it not for
the large volume of agricultural produce removed from the
nlllarket through government loans and price support pur-
chases.

Plant and Equipment Expenditures

THE decline in investment in new plant and equipment
which started in the spring of 1949, will continue through
the first quarter of 1950—after allowance for seasonal influ-
ences, according to reports from nonagricultural business
firms. Based on the latest quarterly survey by the Depart-
ment of Commerce and the Securities and Exchange Com-
mission, planned outlays are estimated at $3.9 billion during
the first 3 months of next year—14 percent below actual
expenditures in the corresponding months of this year.

Comparable year-to-year declines in capital goods outlays
were 6, 10, and 18 percent, respectively, in the last 3 quarters
of 1949. When the final figures for the fourth quarter are
available, the currently indicated decrease may be reduced—
due to the accounting practice by many firms of concen-
trating additions to capital accounts in the last quarter.
Thus the year-to-year decline in plant and equipment out-
lays in the early months of next year will probably be of
approximately the same magnitude as that experienced in
late 1949. When declines in capital goods costs from their
levels in 1948 and in the first quarter of 1949 are taken into
account, the percentage declines in the physical volume of
plant and equipment acquisitions are somewhat over two-
thirds those indicated on a current dollar basis.

In addition to the gradual completion of war-deferred
expansion programs, these declines undoubtedly reflect both
the effects of lower profits on businessmen’s expectation and,
in general, the greater adequacy of existing capacity to meet
current demand.

Industrial trends

Examination of the industrial detail in the accompanying
table and chart indicates the pervasiveness of the curtailment
since mid-1949 in new plant and equipment outlays. Except
for electric and gas utilities, all major industries have been
showing a continually decreasing rate of investment relative
to the [ast 2 quarters of 1948 and the first quarter of 1949,
Even the increase anticipated by the electric and gas utilities
from the first quarter of 1949 to the first quarter of 1950 was
quite moderate when compared to the year-to-year changes
for the quarters of 1949.

The most significant reductions in plant and equipment
expenditures shown in the current survey are those made and
anticipated by the railroads and by transportation other than
railroads—the anticipated outlays in the first quarter of
1950 are 38 and 40 percent, respectively, below the corre-
sponding quarter of 1949. Up until early 1949, the railroads,
in view of deferred demand, competitive factors and the
necessity of increasing operating efficiency, had engaged in a
large-scale equipment expansion program as well as in a
more moderate construction program. The completion of a
large volume of installations and the rapidly deteriorating
demand and profits situation during 1949, however, were
undoubtedly major factors in the sharp curtailment of both
road and equipment outlays.

Outlays planned by electric and gas utilities in the first 3
months of next year are 9 percent above the first quarter of
this year, while declines of 18 percent were anticipated in
both manufacturing and mining,

Within manufacturing, the automotive and electrical ma-

chinery industries were the only major groups reporting
increasing expenditures for new plant and equipment. The
high level of investment in these two industries reflects, in
large part, the continuing strong demand by consumers for
automobiles and by utilities (other than railroads) for elec-
trical equipment. The most significant cutbacks in outlays
for new plant and equipment occurred in the leather, tobacco,
and lumber products industries. In most manufacturing
lines the reduction in capital expenditures was much greater
relatively among the smaller asset-size groups than among
larger firms.

Chart 3.—Business Expenditures for New Plant and
Equipment !

BILLIONS OF DOLLARS ‘E
6
© ANTIGIPATED
L. N -
SRR
%‘7“‘"}{-&%\ P
< COMMERCIAL AND T
ELLANEOUS
4 - AL SO —

SRS

E:’g 1946 248 1949 1950
< QUARTERLY TOTALS
U. S. DEPARTHMENT OF COMMERCE, OFFICE OF BUSINESS ECONOMICS 49-378

1 Excludes expenditures of agricultural business and outlays charged to current account.
2 Includes trade, service, commmunications, construction, and finance.
3 Includes railroad and other transportation, and electric and gas utilities.

Sources of data: U, 8. Department of Commerce, Office of Business Economics, and
Securities and Exchange Commission,

Revisions in planned investment

On the basis of the present survey, actual expenditures on
new plant and equipment in the third quarfer of 1949 are
estimated to be 4 percent below, while anticipations for the
fourth quarter are estimated to be 4 percent above,. the
planned levels for the same period as indicated by the pre-
vious quarterly survey made in July of this year. This
marked the second downward revision of planned outlays in
the third quarter and, in addition to a moderate decline in
plant and equipment prices since mid-year, may reflect an
adjustment in businessmen’s expectations. Actual expendi-
tures were lower than their planned levels in each major
industry.

The interpretation of the upward revision of planned
capital outlays in the fourth quarter requires additional
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Table 1.—Business Expenditures on New Plant and Equipment, 1945-50 !
[Millions of dollars]

1948 1949 1950
Industry 1945 1946 1947 5 N | o

an.~ pr.— July- ct.— Jan.— Apr.- July- Oct.— Jan.—

Mar June Sept. Dec. Total Mar. June Sept. Dec2 | Total® | el
Al industries_____.___..___________ 6,630 12,040 16,180 4,170 4,820 4,830 5,410 19,230 4, 460 4,660 4,360 4,430 17,910 3,820
Manufacturing . ... ________________ 3,210 5,910 7,460 1,800 2, 140 2,090 2,320 8,340 1, 850 1,880 1, 690 1,710 7,130 1,520
Mining. ... ____. 440 560 690 180 200 200 220 800 190 190 180 170 720 160
Railroad_ _________ 550 570 910 270 310 320 410 1,320 360 380 310 290 1,340 220
Other transportation. ... - R 320 660 800 180 190 170 170 700 130 140 130 110 510 80
Electric and gas utilities. .. ______________ 630 1,040 1, 900 500 640 690 850 2, 680 680 780 790 800 3,160 740
Commerecial and miscellaneous 4. _.______ 1, 480 3,300 4,430 1, 240 1,340 1, 360 1, 440 5,390 1, 260 1, 290 1, 260 1, 250 5, 040 1,110

1 Data represent expenditures of nonagricultural business only and exclude outlays charged to current account.

2 Based on anticipated capital expenditures of business in October and November.
3 Annual estimates include anticipations for the last quarter of the year.
4 Includes trade, service, finance, construction, and communication.

Source: U. 8. Department of Commerce, Office of Business Economics, and Securities and Exchange Commission.

comment. As pointed out in the October Survry, some
upward revision arising from accounting factors was to be
expected. The magnitude of the revision, however, may be

an indication that, due to developments in the third quarter,
the forward plans of business are not being curtailed as
rapidly as had been anticipated a few months ago.

International Transactions During the Third Quarter of 1949

THE balance of payments of the United States during the
second and third quarters reflects the developments in the
international transactions between the United States and
foreign countries which led to the nearly world-wide cur-
rency devaluations at the end of that period.

After a serious increase in the balance of payments deficit
of foreign countries with the United States during the second
quarter, purchases from the United States were sharply
curtailed—as the third quarter data indicate. Speculative
actions, however, offset these adjustments and caused a
further reduction of foreign reserves, mostly those of the
sterling area. Obviously, the adjustment of balance of
payment deficits by import restrictions cannot be considered
more than a short-term measure. In order to facilitate a
more fundamental improvement in the balances of payments
of foreign countries a strengthening of their competitive
position had to be achieved. This was attempted through
the reduction of the dollar value of their currencies.

Dollar requirements by non-European countries

" An analysis of the United States balance of payments for
the first and second quarters by areas (see table 8) indicates
that the pressure on the dollar reserves of the ERP coun-
tries—and particularly of the United Kingdom—did not
result from an unduly increased deficit with the United
States in this period, but rather from dollar payments to
other areas. The second quarter deficit of the ERP coun-
tries on goods and services—only about $30 million larger
than in the first quarter—was more than covered by Govern-
ment aid and private United States capital and remittances.

Dollar payments by the ERP countries to other areas,
however, rose by nearly $300 million, which corresponded
roughly to the liquidation of the ERP countries’ gold and
dollar reserves. The principal recipients were the ERP
dependencies, Latin America and the group of countries in-
cluded under “all other.” The last are, mostly in Africa,
Asia, and Oceania. An increased deficit on goods and
services with the United States was apparently the major
reason for the higher requirements of dollar exchange, which
was obtained from the ERP countries by the ERP dependen-
cies and the ““all other countries” group. The higher dollar
receipts by Latin America were used to increase dollar

reserves or to repay short-term obligations to the United
States.

Pattern of 1947 crisis repeated

The balance of payments data covering the transactions
between the United States and the sterling area (see table
7) reflect the tendencies indicated above. They show that
a part of the inter-area dollar transfers tended to be con-
centrated within the sterling area. Of the $300 million rise
of dollar payments from the first to the second quarter by
ERP countries to other areas, the United Kingdom accounted
for about one-half. Of this $300 million total the rest of
the sterling area received about one-third, and Latin America
nearly one-half.

The increase in the dollar requirements of the other sterling
area countries resulted from the rise of their trade deficit
with the United States—which was the result both of higher
imports from, and lower exports to, this country. Dollar
transfers from the United Kingdom to countries outside the
sterling area appear to have risen from the first to the second
quarter by about $40 million.

The data indicate, however, that the ERP countries other
than the United Kingdom also accounted for increased pay-
ments to other areas. Since the gold and dollar reserves of
the other ERP countries as a whole did not change during
the second quarter there is some evidence that gold and
dollars paid by the United Kingdom to other ERP countries
were transferred by the latter to non-European areas.

The general pattern of the international flow of dollars
during the recent crisis was very similar to that during the
summer of 1947, which caused the British loan to be pre-
maturely exhausted. At that time too, the pressure upon
British reserves was exerted primarily by other countries,
including other members of the sterling area, who requested
dollars in exchange for their sterling holdings.

Crisis necessitated fundamental corrective
action

The decline of the net export balance on goods and services
from nearly $2 billion in the second quarter to about $1.2
billion in the third (see table 2) indicates that, basiéally,
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Table 2.—International Transactions of the United States !

[Millions of dollars]
1949
Item T
First Second Third
quarter | quarter | quartere
Receipts:
Goods and services:
Goods. ..._......__. 3,453 3,494 2,817
Income on investme R 263 350 208
Other services. . ..__._. R 550 570 516
Total goods and services ... ... __._____.._.__ 4, 266 4,414 3, 631
Unilateral transfers. ... .. ...... 109 99 234
Long-term capital:
Movements of United States capital invested
abroad - - i _o_. 197 108 94
Movements of foreign capital invested in United
States. . b5 25 169
Total long-term capital. ... __ ... ... 252 133 263
Total receipts_ . __ ... 4,627 4, 646 4,128
Payments:
QGoods and services:
Goods . i 1,963 1,741 1,620
Tncome on investments. . 81 57 64
Other services_ __ ... 564 624 786
Total goods and serviees._____.____________________ 2, 608 2,422 2,470
Unilateral transfers_____________ .. _______. 1,529 1,730 1,573
Long-term capital:
Movements of United States capital invested
abroad_ .. ... 652 409 230
Movements of foreign capital invested in United
States . _ il 119 7 1
Total long-term capital. ! 416 231
Total payments. . __ . ____.__________ 4, 908 4,568 4,274
Excess of receipts () or payments (—):
Goods and services_ .. ____.._.__ +1,658 | 41,992 +1, 161
Unilateral transfers. ... ... —1, 420 -1, 631 —1, 339
Goods and services and unilateral transfers_ . _.________ +238 +361 —178
Long-term ecapital . ________________ .. —519 —283 +32
All transactions_ _____________________________________ —281 +78 —146
Net flow of funds on gold and short-term capital account:
Net increase (—) or decrease (4) ingold stock. __.________ -89 —169 —107
Net movement of United States short-term capital
abroad ... ... ... S +30 +136 —115
Net movement of foreign short-term capital in United
SRS - - o Lo el +139 —203 —182
Net inflow (+) oroutflow (—)of funds____ _____._____ +100 —236 —404
Errorsandomissions__ . __________________________________ +181 -+158 +550

t Data on Government transactions which are included in the balance of payments state-
ments are obtained from, and are basically the same as those compiled by the Clearing Office
of Foreign Transactions, Office of Business Economics, and published in the quarterly reports
of the Clearing Office and in the SURVEY OF CURRENT BUSINESS (e. g., “Foreign Transaction
of the United States Government in Fiscal 1949 by E. Seymour Kerber, November 1949.)
Differences may be due to the use in the balance-of-payments statement of preliminary data
which include estimates whenever the records of Government agencies appear to be incom-
plete. Major revisions of the balance-of-payments data for 1948 and 1949 which will incorpo-
rate the revised figures for Government transactions are now scheduled for publication in
June 1950. Other discrepancies may result from conceptual differences. For example, in
the balance of payments, loans guaranteed by the Export-lmport Bank are included in pri-
vate rather than in Government capital movements. Further differences may arise from the
attempts to enter transactions in the balance of payments at the time they are assumed to
have taken place, rather than the time transactions appear in the records of the reporting
Government agencies.

p Preliminary.

Source: U. 8. Department of Commerce, Office of Business Economics.

foreign countries as a whole reduced their dollar expenditures
considerably. In fact, the decline in the foreign deficit in
goods and services was much larger than the decline of $200
million in funds made available by the United States through
Government and private capital and unilateral transfers
(see table 3).

Foreign countries as a whole should have been able, at
least on the basis of data now available, to accumulate gold
and dollar reserves from these current transactions. But
with the anticipations of devaluations engendered by events,
further gold sales mostly by the United Kingdom became
necessary. A comparison of the transactions with all foreign
countries and those with the sterling area indicates that these
gold sales were necessary to facilitate dollar transfers by the
United Kingdom to other countries (which increased even
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“over the second quarter and that other countries were able

to add a large part of these dollars to their own reserves.
The exact reason why, with an over-all balance of pay-
ments surplus with the United States, the reserves of other
countries should not have increased more than British
reserves declined is not yet known. This lack of information
is evidenced by the large increase in the size of the unex-
plained residual the ‘“Errors and Omission” (see table 2).
There may, however, be some justification for concluding
that the pressure upon foreign currencies—mainly sterling—
arose as a consequence of actions which anticipated the de-
veluations presaged by the weakening of foreign financial
positions—particularly of the sterling area—during the pre-
ceding quarter. These were factorsimmediately offsetting the
decline in current foreign expenditures on goods and services.

Table 3.—Exports of Goods and Services and Means of Financing ! -
[Milliops of dollars] i

1949
Ttem
First Second Third
quarter | quarter | quartere
Exports of goods and services.__________________________._.___ 4,266 4,414 3,631
MEANS OF FINANCING

Foreign resources:

United States imports of goods and services...__..__..__ 2, 608 2,422 2,470

Liquidation of gold and dollar assets_____.__._____._____ —28 330 106
Dollar disburseinents (net) by:

International Monetary Fund-_______._______._________ 32 18 3

Internaticnal Bank. . .. 8 8 11
United States Government:

Grants (net) ... _______________ o __ 1,273 1, 480 1,215

Long and short-term loans (net)_ ... oo ..o 292 110 161
United States private sources:

Remittances (net)__________________ .. 147 141 124

Long and short-term capital (net) ... _________ 115 53 91
Errors and omissions. ... __ ... .. —181 —158 —550

L See footnote to table 2.
pPreliminary.

Source; U. S. Department of Commerce, Office of Business Economics.

The sudden increase of British dollar balances by $80
million during the 12 days between the date of devaluation
and the end of September gives some support to this hy-
pothesis.

Import decline slowed down

The continued decline of commodity imports (see table 4)
during the third quarter appears to be due to smaller demands
in the United States and only to a minor extent to expecta-
tions of lower prices. Half of the total decline was in non-
ferrous metals, particularly copper, lead, and zine, which
were imported in excess of current consumption during the
previous period. Decline in domestic demand may also be
responsible for the smaller imports of machinery and vehicles,
scrap and steel products. The remainder of the import
reductions appears to be largely seasonal.

Tourist expenditures at postwar peak

The decline in foreign dollar receipts from United States
imports of merchandise was fully compensated by higher
expenditures of United States travelers abroad (see table 5).
The rise reflects not only the seasonal change but also the
upward trend which has been in evidence since the end of
the war. The rise of foreign travel was facilitated by the
greater availability of transportation facilities; these, how-
ever, are not, yet sufficient to accommodate, during the peak
season, the demand arising from the current high rate of
current personal incomes.
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Table 4.—~Merchandise Transactions With Foreign Countries !

December 1949

Table 6.—Gifts and Other Unilateral Transfers !

[Millions of dollars] [Millions of dollars]
1949 1949
Item Item
First Second Third First Second Third
quarter | quarter |quarter » quarter | quarter | quarterr
‘Transfers to foreign countries: Government:
Exports including reexports recorded by the Bureau of Payments:
the Census. . . 3,286 3,356 2,683 European Recovery Program.___________________.____ 905 1,122 940
Offshore transfers and other adjustments: Chinese and Korean aid program. __ 53 55 13
Civilian supplies for occupied countries not included Civilian supplies for occupied countries. 243 244 330
in recorded exports. . ________________________.____ 24 50 76 Greek-Turkish aid program________________._________ 53 43 43
Surplus property including ship-sales and military War damage payments and other transfers to the
sales 39 35 34 Republic of the Philippines._._________.__._.__ ... 53 44 62
Other adjustments_______.._______._________._____ 104 53 24 International Refugee Organization. 18 18 17
Other transfers. - e 47 50 29
Total transfers to foreign countries.__.__.__._.___. 3,453 3,494 2,817
Total payments_ . ___ . oo, 1,372 1, 576 1, 434
Through private United States business._______ 2, 868 2, 905 2,198
Through United States Government agencies. __ 585 588 619 Receipts:
ECA counterpart funds. ... ... __ 9 16 150
Transfers from foreign countries: ther e 90 70 69
General imports recorded by Bureau of the Census_.____ 1,790 1,601 1,477
Purchases for offshore use and other adjustments: Total receipts. ... . ... 99 86 219
Mailitary purchasesabroad_____________________._____ 105 86 95 Net Government payments_____ .. _...oooooo_____ 1,273 1,490 1,215
Foreign purchases by other Government agencies
not included in recorded imports. . _.________.____ 56 28 14 Private remittances:
Other adjustments__._.__._____ . __._._____ 12 26 34 Payments. . 1587 154 139
Receipts. il 10 13 15
Total transfers from foreign countries._________.._ 1,963 1,741 1,620
Net private payments.....____ ... . ... 147 141 124
Through private United States business.._..___ 1,744 1,559 1,456
Through United States Government agencies.__ 219 182 164 T See footnote to table 2

1 See footnote to table 2.
» Preliminary.

Source: U. 8. Department of Commerce, Office of Business Economics.

Table 5.—~Service Transactions With Foreign Countries!

P Preliminary.

Source: U. 8. Department of Commerce, Office of Business Economics.

Table 7.—International Transactions of the United States
With the Sterling Area

[Millions of dollars]

{Millions of dollars]
1949
1949
Item First quarter | Second quarter | Third quarter

First Second Third
quarter | quarter | quarter» g g g
Item S 35 3
o0 =0 o

Receipts: & = &

%ransg;ortation ______ 322 38:3 2?2 5 = %
ravel___._________________ 70 13 2 =
Miscellaneous services: . 0 5 3 é |3 % 81 3F *E g
Private________ R 12 11 1 3] = S ] S =
Government._. . 46 49 36 POl RO |B|B|O
Total receipts. . . - 550 570 518 Exports of goods and services:

Payments: Merchandise, adjusted 505( 178| 327| 575 226 349} 438 167| 271
Transportation. _._ 225 237 240 %rans})ortatlon _____ 52 3; 22 iﬁg 290 21 38 23| 15
Travel . I W T s Gerviee o (I - R -
Miscellaneous services: Fncome on investments 1% 2 w6 N % s s ;| 13

Private 49 51 51 ST RS e e e -
Government. .- oo 179 165 188 Total _| e8| 281y 377| 743| 320 44| 573 258 315

Total payments. .. 564 624 786 Imports of goods and services:

%‘Ierchamgistg, adjusted. - .__________._. 322 lii 2(15% 221 gi 216 210| 68 142
1 See footnote to table 2. ransportation. .- 13 191 ¢4 ol 13
» Proliminary. Misoslianeus services I I R I I
Source: U. S. Department of Commerce, Office of Business Economics. Income on investments.._.___._.____._ 42 42 o 24 23 1 28] 28 (®
. Total 534 242 202 aa1] 199 242| 377 206 171

Changes in trade toward prewar pattern Net balance of goods and services____._. +124) +39| +85{+302|-+130| 1172\ +196| +52, 144
The entire improvement in the foreign deficit on goods and Unilateral transfers (net): 10 —o| —10l —20| —12| —sl —20| —13| —7

services was accomplished through a reduction of purchases Government 206204 —2(—309)—307 —2)|—253) 252 —1

from the United States. Even the ERP countries curtailed Total _|—225 218 —12|—329| 319 —10[—273]—265| —s

their purchases here by $350 million—although ECA-financed  yong.term capital met):

shipments declined by only $200 million. Equally as signifi- United States private.__..____..____.. -4 4 18] —6 —7| ~4 -2 —2

. . £ handi 1 t th United States Government. —~72{ —11| —18| 411| —29 —6| +7| —13
cant is the decline of merchandise sales to other areas. Foreign capital_ ... 48] +31) F12| —1f +11| +11| @
Exports to South America fell by about $50 million from Total 68| —7| —20| +17| —37] +1| +16| —15
the second quarter, as compared to an increase of our im- "
7. Gold and short-term capital:

ports from that area by $26 million. These changes brought Net purchases (—) or sales () of gold__| —69| +2| —71]—212{—162] —50|—336|~-284| —52

our merchandise trade with this continent nearly into bal- e s proaq ed Statesshort- | 1ol ys| 417l 417] & | —s0| —50| (0

ance. Most important among the changes in the trade et moyement of forelen short-term | | 50! o] 18| —107] 20| 472| 49| 423

with individual Latin American countries was the growing R

United States deficit with Brazil, which reached $40 million. Total -0 A o828 262 —21) 325 2% %

Similarly, an import surplus developed in our trade with  Transfersoffunds between foreign areas

1 . . 1 . ll I d (receipts from other areas (—), pay-
several countries in other areas, especially India and Indo- menis to other areas (+)),and errors
nesia. and omiSSionS..... oo 280 283) 3 4+320 424|101 339 +491| —92

.This move toward the development of a trade deficit with
tropical countries represents a trend in the direction of the

Digitized for FRASER
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= Less than $500,000.

Source: U, 8. Department of Commerce, Office of Business Economics,
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Table 8.—International Transactions of the United States, by Area
[Miltions of dollars)

- ERP depend- Canada and . " All other Total foreign International
ERP countries encies Other Europe Newfoundiand Latin America countries countries institutions Total
Item
First |Second| First |Second| First |Second| First |Second| First |Second| First |Second| First |Second| First |Second| First |Second
quarter| quarter; quarter{ quarter| quarter; quarter| quarter; quarter| quarter| quarter| quarter| quarter| quarter| quarter| quarter; quarter| quarter| quarter
Exports of goods and serrices:
Merchandise, adjusted.____.__ 1,244 | 1,261 209 195 45 48 471 570 785 688 696 728 | 3,450 | 3,490 3 4| 3,453 3,494
Transportation..._ .. 167 155 14 13 3 4 11 18 69 57 58 56 322 303 | 322 303
Travel ... __.._._. 12 17 2 2 2 2 25 44 23 29 6 5 7 99 | . 7 99
Miscellaneous services_ - 69 75 2 3 2 2 1 13 24 27 38 33 146 153 12 15 158 168
Income on investments..._.._. 56 37 2 20 3 2 70 116 69 105 63 67 263 347 | ... 3 263 350
Total ... ______._......._ 1,548 | 1.545 229 233 55 58 588 761 970 906 861 839 | 4,251 | 4,392 15 1 22 | 4,266 4,414
Imports of goods and services:
Merchandise, adjusted 329 252 188 150 34 32 384 387 658 597 370 323 1,963 1,741
Transportation. . 135 146 3 7 4 4 15 20 56 48 12 12 225 237
18 55 11 7 1 1 27 58 49 45 5 5 111 171
123 127 4 4 3 1 6 9 16 17 75 58 227 216
60 42 0 (=) (=) 1 13 8 3 3 4 2 80 1 57
Total. . . .. ... 665 622 206 168 42 39 445 482 782 710 466 400 | 2,606 | 2 421 2 [ 1} 2608 2,422
Net balance of goods and services.| 883 | 923 +23 +65 | +13 J +19 | 4143 4279 | 4188 | 4196 | 4395 | 1489 |+1,645 |+1, 971 +13 | 421 (41,658 | 41,992
Unilateral transfers (net):
Private. ... ... —89 —88 -5 —1 —10 —17 -3 -3 -7 -5 —33 —26 | —147 | —140 (=) —~1| —147 —141
Government. ... ._..__ —1,036 |—1, 208 (=) (=) (=) (=) ) -1 -3 =2 —205| ~243 |—1,249 1,454 —24 1 —36|—1,273 | —1,490
Total ..o —1,125 |—1,29 -5 -1| -10] -w -8 —4| 10 —7| —238| —269 [—1,396 |~15% | —24| —37|—1420 | ~1,631
Long-term capital (net): |
United States private.._._____ —3 -10 +6 —10 +2 +4 —16 +8 —96 | —132 —34 —47 | -1 | -—187 —18 -2 —159 —189
United States Government_.._{ —276 -—98 (» (=) 0 (=) (=) (©] —14 -7 -1 ~-3 | —-201( ~108 —5 ! —4 1 —296 —112
Foreign capital ... _._._..__.__ +30 +21 (=) =) (=) (=) —29 —4 +8 +1 +1 -2 +10 +16 —74 | +2 —64 +18
Total .. . ... ... —249 —87 -+6 —10 +2 +4 —45 +4 | —102; -—138 —34 —52 | —422 | 279 —97 | —4 | —519 —283
Gold and short-term capital:
Net purchases (—) or sales (4)
ofgold. .. ... +4 —118 +3 +4 -1 +1 =5 -1 —-10 —18 —64 —43 —73 | —-175 +4 +6 —69 —169
Net movements of U. 8. short-
term capital abroad._________ +20 +64 (=) +2 +18 +2 +1 +5 +1 482 -10 —19 430 4136 | .. +30 +136
Net movement of foreign short-
term capitalin the U. S_____ +63 | —173 -7 +16 —15 -10 +82 —92 +3 +95 —38 —16 +88 | —180 +51 -23 | +139 —203
Total oo +87 | —227 —4 +22 +2 -7 +78 —88 —6 | 4159 | —112 —-78 +45 | -219 +55 —17 | +100 ] —236
Transfers of funds between for-
eign areas (receipts from other
areas (—), paymenis to other
areas (4)).and errors and omis-
sions________ . ... ... +404 | 4687 -20 —176 -7 +1| —168 | —191 —70 | —210 —-11 —90 | +128 | 4121 +53 437 4181 +158

= Less than $500,000.

Table 9.~Movements of United States Capital !

[Millions of dollars]
1949
1tem First Second Third
quarter | quarter | quarter»
Long-term capital:
Government:
Outflow:
Export-Import Bank loans._ 50 42 35
European Recovery Progra: 280 98 16
Other 29 28 22
Total outflow. _______ ... 359 168 73
Inflow. .. 63 56 44
Net outflow of Government long-term capital____ 296 112 29
Private:
Outflow:
Purchases of obligations from, or guaranteed
by, the International Bank 18 b2 S
Direct investments 1.______ 266 230 60
Other. el 9 9 97
Total outflow_ e 203 241 157
Inflow"
Direet investments 2. __ ... ... 104 10 3
ther. i eciicaaes 30 * 42 47
Total inflow__. . ... 134 52 50
Net outflow of private long-term capital 159 189 107
Net outflow of short-term capital:
Private.____. —26 —134 3 =17
Government, -4 -2 132

1 See footnote to table 2.

2 Data on direct investments for the second and third quarters show the net movements
of capital on intercompany accounts. Other direct investments and liquidations are treated
as outflow or inflow of capital, respectively,

3 Includes a repayment of $1 million of short-term obligations guaranteed by the Interna-
tional Bank. » Preliminary.

Source: U. 8. Department of Commerce, Office of Business Economics.
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Source: U. S, Department of Commerce, Office of Business Economics.

prewar trade pattern. Before the war, the United States

trade deficit with these countries permitted them to pay

dollars to European countries, dollars which the latter could

ghen use to pay for their deficit with Canada and the United
tates.

Notwithstanding this shift, data available for the first 8
months of 1949 indicate that exports of the Western Euro-
pean countries to overseas areas (other than United States)
actually declined while their imports at least from Canada
and Latin Awmerica increased.! Thus, it seems that Euro-
pean sales even in countries other than the United States
were frequently marginal and failed to continue when the
sellers’ market in these countries started to weaken. This
was particularly true in Latin America. The decline in
European exports took place not because of difficulties of
production, but rather because of difficulties in selling.

It was inevitable, therefore, that the competitive ability
of the European countries had to be raised. This was
attempted through the devaluation of their currencies.

The success of the devaluation in stimulating European
sales in overseas countries, particularly in the Western Hemi-
sphere, will determine whether the recent improvements in
the balance of payments of the rest of the world with the
United States constitutes a permanent advance toward the
reestablishment of a new equilibrium—or whether the
adjustments were temporary, as in 1947 when they were
dictated by lack of dollar exchange, and were reversed again
as soon as the immediate emergency disappeared.

1 United Nations, Economic Bulletin for Europe, Second Quarter 1949, table X VI,



By Betty C. Churchill and Murray F. Foss <%

State Estimates of the
Business Population

The 30-percent rise in the business population be-
tween early 1944 and early 1949 was accompanied by
regional variations of considerable magnitude. The
Far West, Southwest, and Southeast increased much
more than average while New England, the Middle East,
Central, and Northwest regions increased less than
average. Sirong upward secular forces which were
accentuated during the war dominated the expansion
in the business population of the former areas and
accounted for their higher-than-average rates of new-
firm formation. A much larger part of the postwar
business population increase in the other regions rep-
resented an adjustment {rom theverylow levels brought
on by the war prodaction program. By early 1949 the
strength of the wartime forces which favored the South
and Far West had diminished considerably, but
entrance rates in these regions were still well above
those in the rest of the country.

THE present article introduces for the first time State and
regional estimates of the business population on an annual
basis for the postwar period. These estimates take on
special significance in view of the far-reaching changes which
the economy has experienced as it moved from a war footing
through the reconversion period to a more normal peacetime
basis.

SurvEY readers who have followed the articles on State
income payments are aware of the wide variations in eco-
nomic activity, from State to State and region to region,
which have resulted from the war and the subsequent post-
war adjustment and from the long-term and cyclical forces at
work in the economy. The interaction of these forces has
also brought about, and in turn, has been influenced by, the
substantial changes in the State and regional distribution of
the business population inrecent years. Theinterpretation of
regional differences and changes in economic activity is
obviously enhanced by a knowledge of the present geograph-
ical distribution of the business population and of changes in
this regional pattern over time.

This study presents information on the number of firms in
operation in each State as of March 31, from 1944 to 1949,
and on the number of new and discontinued businesses an-
nually from 1944 through 1948. The data shown here by
States are presented within the framework of the revised
estimates of the business population for the country as a

Nore.—Miss Churchill and Mr. Foss are members of the Business Structure Division,
Office of Business Economics,

8

whole, which appeared in the June 1949 issue of the SURVEY
oF CURRENT BusinEess.!

Data on firms in operation are presented for 6 major in-
dustry divisions: construction, manufacturing, wholesale
trade, retail trade, service industries and all other industries
combined. The “all other industries” group includes 3
major industries—mining and quarrying; transportation,
communication and other public utilities; and finance, insur-
ance and real estate—for each of which are shown the num-
ber of firms in operation as of March 31,1948. In addition,
for retail trade and manufacturing, information on firms in
operation as of March 31, 1948 is broken down into minor
industry groupings.

In using the State information shown here it should be
pointed out that the data represent estimated totals rather
than precise counts of firms. The most serious problem of
estimation involved the large group of concerns with no
employees, for which little information was available. It
should be noted that the margin of error increases with the
amount of detail shown and that estimating errors are rela-
tively greater in the case of levels for any single year than in
the case of year-to-year movements.

Comparison with census data

In comparing the business population figures of the Office
of Business Economics with those of the Bureau of the
Census, it should be borne in mind that there are several fac-
tors which may give rise to differences between the two sets
of data. In the first place, the basic unit in the OBE busi-
ness population estimates is the firm, which may consist of
one or more establishments—plants in the case of manu-
facturing, for example, or stores in the case of retail trade.
The Census of Manufactures and the Census of Business,
on the other hand, are on an establishment basis. Secondly,
differences arise due to the use of cut-off points. The busi-
ness population estimates presented here include no cut-off
based on size of firm. Although the 1948 Census of Business
uses no size cut-offs, in the 1947 Census of Manufactures,
only manufacturing establishments having at least one
employee are counted. Third, there is a difference in the
treatment of multiunit firms doing business in more than
one industry. OBE counts such firms once—and classifies
the firm in that industry engaging the highest proportion of
total employment. In contrast, the Bureau of the Census
counts and classifies each establishment of such a firm
separately.

! For definitions, concepts and technical notes on the United States business population
thereader isreferred to the technical appendix to the June 1949 article, pages 23and 24. Firms
located in more than one State were classified in the State of the firm’s reporting headquarters.
The basic data for the State estimates came from the Bureau of Old-Age and Survivors Insur-

ance. The regional classifications used here are the same as those used in Survey articles on
state income payments.
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A further source of discrepancy between the 2 sets of data
may arise from possible differences in industry classifications.
Despite the generally close agreement in the industry classi-
fications employed in the Census of Manufactures, on the
one hand, and in the sources of bench-mark data used by
OBE, on the other—Statistics of Income of the Bureau of
Internal Revenue, and the Census of Population Labor
Force Reports—it is inevitable that in & number of instances
the same firm was classified differently by the agencies
involved.,

It is not possible to present here a quantitative evaluation
of the above-mentioned factors. However, both the Bureau
of the Census and the Office of Business Economics are cur-
rently engaged in such a study.

SURVEY OF CURRENT BUSINESS 9

Changes in the Postwar Business Population

In the 5-year period between the first quarter of 1944 and
the first quarter of 1949 the business population of the
United States increased by more than 30 percent. This
over-all average, however, conceals regional and State varia-
tions of considerable magnitude.

Far West, Southwest and Southeast lead

As illustrated in the upper left-hand part of chart 1 and
as shown in table 2, the Far West, Southwest, and South-
east regions increased substantially more than the national
average, New England, the Middle East, and the Central

Chart 1.—Percent Change in Number of Firms in Operation, March 31, 1944 to March 31, 1949, by Major Industry
Divisions and by Regions
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U. S DEPARTMENT OF COMMERCE, OFFICE OF BUSINESS ECONOMICS 49-377

1 Also includes other public utilities.
Bource of data: U. 8. Department of Commerce, Office of Business Economics.
864041—49——2
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States increased noticeably less than average while the North-
west increased only moderately less than average. Of the
913,000 net increase in the business population over this
period 48 percent took place in the 3 most rapidly grow-
ing regions, which in 1944 accounted for only 30 percent of
the total business population. Basic data on total firms in
operation from 1944 to 1949, by States and regions, are shown
in table 1.

The top-ranking States in the scale of increases were
Florida, Arizona, and California, where the business popu-
lations rose 71, 67, and 59 percent, respectively. At the
bottom were the District of Columbia, Illinois, and Missouri,
with increases of 10, 12, and 13 percent.

Similar pattern in major industries

An examination of the regional changes within each major
industry reveals a pattern of increase quite similar to the
increases for all industries combined, as shown in chart 1.

December 1949

Except for mining, the Far West, Southwest, and Southeast
made by far the largest advances in every one of the major
industry divisions. In eonstruction, manufacturing, whole-
sale and retail trade and finance the relative gain of the
leading region was approximately double or more than double
the national average. It can also be seen that industry by
industry there was not much difference in the increases
which occurred in the 3 or 4 regions with the smallest rela-
tive gains.

The pattern of increase by industry was fairly uniform
among the regions and in a general way followed the national
pattern. The construction industry made by far the largest
percentage increase in all regions, an indication of the
pervasiveness of the pent-up demand for construction in the
postwar period. Except for the Far West, the number of
firms in the transportation, communication, and other
public utility group showed the second largest relative gain
in each region and except for the Northwest and Far West
the increase in the business population in wholesale trade

Table 1.—Number of Firms in Operation, March 31, 1944-1949, and Number of New and Discontinued Businesses, 1944~1948, by States and

Regions
[Thousands]
Firms in operation New businesses Discontinued businesses
State and region
1944 1945 1946 1947 1948 » 1949 7 1944 1945 1946 1947 1948 » 1944 1945 1946 1947 1948 7
Continental United States__.___._______ 3,022,2 | 3,219.1 | 3,515.8 | 3,839.7 | 3,966.8 | 3,935.3 | 3549 | 429.8 | 619.8 | 472,8 | 394.6 | 198.4 | 202,6 | 226.,4 | 291.8 373.6
New England___________________.___.___ 217.4 226,5 245.4 272.8 2741 269.7 17.0 24.4 40,8 25.0 20,2 10.6 1.3 10.5 16,4 21,8
Conmnecticut_ ... _____________ 45.5 47.4 53.8 58.8 57.8 56.9 3.7 6.2 8.2 4.7 4.2 2.7 1.3 2.3 4.1 4.2
Maine. . e 23.9 24.6 26.5 29.3 20.5 29.4 1.7 2.5 4.7 3.1 2.3 1.3 1.5 1.4 2.1 2.4
Massachusetts. ____ . __________. 108.3 113.1 118.6 134.8 136.6 133.6 8.2 10.5 20.7 12.6 9.6 4.4 7.1 4.2 7.0 11.0
New Hampshire.. 13.8 14.1 15.8 17.5 17. 4 16.8 1.1 1.7 2.8 1.7 1.4 .8 .6 .8 1.2 1.8
Rhode Island .. ... 17.0 18.1 20.5 21.4 21.8 21.9 1.7 2.3 2.8 1.9 1.7 .8 .4 1.2 1.2 1.6
Vermont________________ . _.__ 8.9 9.2 10.3 11.0 11.0 11.1 .6 1.2 1.6 1.0 1.0 .5 .4 .5 .8 .8
MiddleEast_.______._____ . ___________ 831.5 866.8 939.3 1,015.1 1,026,8 | 1,030.6 4.1 1042 | 147,0 | 104.3 95.5 48.4 50,9 55.0 76.4 84.8
Delaware_ . .. ______________.__. 7.6 7.8 8.3 8.8 9. 9.2 .5 .8 1.3 L0 .9 .2 .6 .7 .7 7
Distriet of Columbia.______________ 20.3 21.1 21.7 22.9 22.8 22.2 1.8 1.7 2.6 1.9 1.7 1.2 1.4 11 L7 2.3
Maryland._______._____________..._ 40.5 41.8 45.2 49.5 50.5 50.0 3.6 4.3 7.6 5.8 4.8 2.3 2.5 2.1 4.0 5.1
New Jersey. . oo 116.7 119.5 131.1 142.7 143.1 142.8 9.2 15.1 20. 2 12.5 11.2 8.2 6.8 5.9 9.4 12.0
New York. . 426.0 445.2 483.6 519.0 518.3 521.2 40.0 57.9 78.1 53.4 48.7 25.6 29.5 33.1 45.8 43.4
Pennsylvania_ ... ___ 193.0 200.9 216.7 236.3 245.3 245. 4 15.3 20.0 31.0 24.7 22,5 8.9 8.0 9.8 11.9 18.2
West Virginia_ ... ____ 27.5 30.4 32.8 36.1 37.9 39.8 3.7 4.5 6.2 5.0 5.6 1.9 2.2 2.1 2.9 3.1
Southeast ... ... 422,6 462.8 500.5 562,3 604,2 604.4 61.1 65,0 | 107,7 89,3 72,2 29,8 35.8 38.4 40.3 61.0
Alabama___ 37.0 39.9 42.6 48.8 52.9 51.5 4.6 5.1 9.3 7.4 6.1 2.7 2.7 2.7 3.3 5.6
Arkansas_ . . ... ___ 26.1 28.8 312 35.3 39.5 37.8 4.0 4.5 6.9 7.0 4.5 2.2 2.8 2.6 1.6 5.0
Florida. _________________ . ._._ 48.2 55.0 63.6 73.4 83.0 82.4 8.6 11.9 17.7 16.0 14.1 4,7 5.0 5.5 6.8 12.9
Georgia_________________________.___ 45.8 50.1 53.6 61.4 64.3 64.7 6.1 6.7 12.5 8.1 5.6 2.6 3.8 4.0 4.2 2.8
Kentueky .. 37.8 40.5 44.0 48.7 52.9 54.2 4.6 5.5 8.0 7.7 6.7 2.5 2.9 2.8 3.2 4.7
Louisiana. _ 33.6 37.7 41.2 46.0 48.8 47.5 6.3 5.7 10.0 7.2 5.8 2.5 3.3 3.7 3.4 6.0
Mississippi. oo oo 23.3 25.8 28.1 30.7 32.3 32.5 3.5 3.9 6.2 4.6 3.6 1.3 2.3 2.6 2.5 3.1
North Carolina_._________.__._____ 50.9 55.1 57.8 66.7 70.6 71.7 7.5 5.2 11.3 10.2 8.2 2.9 3.4 3.6 4.1 6.6
South Carolina_________________.___ 26.0 28.0 30.0 32.8 34.8 35.5 2.9 3.4 5.6 4.8 3.8 1.5 1.9 2.2 2.3 2.8
T enNesSee . - oo oo o cccceae 45.1 49. 4 52. 4 57.1 59.3 59.9 6.7 8.9 9.7 7.5 6.3 3.2 3.8 4.6 4.5 5.4
Virginia_________ . ___. 48.8 52.5 56.9 61. 4 65.7 66.7 6.4 6.2 10.4 9.0 7.5 3.3 3.8 4.2 4.3 6.2
Southwest__._.___ ... _______________ 200. 1 229,8 255.0 278.1 295,0 291.6 43.6 41,2 54.4 4.6 35.2 16.7 18,9 23,0 27,2 32.9
Arizona. ... ..o ___] 11.2 12.7 14.8 17.3 19.2 18.7 2.5 2.6 4.6 4.2 3.3 .9 1.1 1.8 1.8 3.1
New Mexieo. ..o ooeeooo ] 10.4 11.5 13.1 14.8 15.9 15.3 1.9 2.3 3.9 2.8 2.1 1.0 1.3 1.6 1.6 2.4
Oklahoma_____ . ___ 39.6 43.6 48.7 52.0 54,6 52.9 6.7 6.9 8.6 7.2 4.8 2.8 2.8 3.5 4.8 5.1
TeXaSc oo oo 138.9 162.1 178.4 193.9 205.3 204.8 32.6 29.4 37.2 30.4 25.1 12.1 13.7 16.1 19.0 22,3
Central _______________________________. 893.8 931.4 | 1,006.5 1,074 1 1,085.0 | 1,075.1 82.5 | 103.4 | 143.8 100, 2 91.6 53.5 49.0 57.0 73.1 92,6
Nlinois_ . ___________ .. 235.5 244.0 260. 267.7 267.7 264. 4 20.1 26.0 30.1 20.3 21.6 14.9 12.3 16.3 18.9 24. 4
Indiana.___________________________ 79.0 84.1 90. 5 96.6 99.0 97.9 7.7 9.8 13.9 10.7 8.5 3.7 4.3 5.7 7.0 9.2
OWR - < o o e cde e ] 61.6 64.0 69.5 75.0 76.2 73.9 6.9 6.2 9.7 6.3 5.1 3.7 3.1 2.8 4.1 6.2
Michigan________________ .. ___. 126.3 128.0 142.1 155.4 158.5 157.0 10. 4 16.0 26.7 16.9 16.9 9.5 8.3 9.4 11.5 16.2
Minnesota___________________._____ 65.0 68.1 72.9 79.0 79.6 8.7 5.8 7.4 10.3 7.5 59 3.7 3.5 3.3 4.6 7.0
MIESSOUrT - - oe e 94.6 98.9 103.8 108.4 109.9 107.3 9.2 10.0 15.0 11.3 8.1 6.2 7.3 7.6 8.1 9.7
Ohio__.______ ... 153.9 162.7 177.2 192.4 194.8 198.0 15.4 19.2 26.5 18.8 18.1 8.1 7.7 8.7 13.7 13.2
Wiseonsin__.__.__________________.._ 77.9 81.6 90.5 96.9 99.3 98.1 7.0 8.9 11.6 8.5 7.5 3.7 2.6 3.3 5.3 6.8
Northwest_______.______________________ 170.5 178.6 198.5 216,9 221,38 217, 2 17.4 23.8 35,8 26,8 19.7 1.3 10.6 1.9 18,7 21.5
Colorado. ..o . ... 27.2 28. 32.4 36. 36.6 35.0 3.1 4.1 7.1 5.2 4.1 2.0 1.9 2.1 4.4 4.9
Idaho .. .. 10.7 11.4 13.3 15.2 15.4 15.0 1.5 2.1 3.4 2.5 1.7 1.0 .9 .9 1.8 2.0
Kansas_ ... 43. 4 46.1 51.4 55.2 56.6 56.3 4.9 6.2 8.5 6.3 4.6 2.8 2.5 2.9 4.4 4.3
Montana._ ... 14.5 15.1 16.4 17.8 18.2 18.0 1.5 2.0 2.8 2.2 1.7 1.0 1.0 1.1 1.5 1.8
Nebraska . 31.1 3.8 35.3 38.1 38.3 37.4 2.1 3.8 5.7 3.8 2.9 L7 1.6 2.0 2.8 3.4
North Dakota.. .. _._._____._______ 12.2 12.8 13.4 14.6 14.7 14.4 1.0 1.3 1.7 1.4 1.0 .7 7 .6 .9 1.2
South Dakota. oo ] 14.2 15.0 15.8 16.9 17.7 17.5 1.7 1.5 2.1 2.0 1.4 .8 .8 1.0 1.0 1.5
taho .l 11.1 11.3 12.9 14.8 15.4 15.2 .8 1.7 3.1 2.3 1.4 .8 .8 .8 1.2 1.5
Wyoming. ... . o _..._. 6.1 6.4 7.5 8.3 8.5 8.3 .8 1.2 1.4 1.1 .9 b .3 .5 .7 1.0
Far West _________ . __________._.___. 286,3 323,2 370.7 423.0 460.4 446.6 59,1 68.0 90,2 82,2 60,1 28,7 26,1 30.7 39.6 59.1
California._ . 206. 7 235.3 268.0 306. 8 338.8 329.2 44.9 48.3 65.4 62.9 4.5 21.1 19.6 21.7 27.8 41.9
Nevada_ .. oo .. 4.0 4.1 4.9 5.6 5.9 5.7 il 1.0 15 1.2 .9 .5 .5 .6 .7 1.0
Oregon _ ..o ___ 31.7 34.1 39.5 45.6 48.0 46.3 5.2 7.6 10.1 7.9 6.9 3.2 3.1 3.3 5.1 7.2
Washington__________.___.___..______ 44.0 49.6 58.3 65.1 67.7 65.4 8.6 11.0 13.3 10.3 7.7 3.9 2.8 5.1 6.0 8.9

» Preliminary.
Note—Detail will not necessarily add to totals because of rounding.
Source: U. 8. Department of Commerce, Office of Business Economices.
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was third. Generally, retail trade and finance registered the
smallest relative gains.

Year-to-year regional changes

Since year-to-year changes in the total business popula-
tion varied considerably over the 5-year span covered in
this article, it is desirable to examine the regional changes
over shorter periods. From the first quarter of 1944 to the
first quarter of 1945, a year when wartime controls were
still widespread, the total number of firms in operation
increased by about 6 percent, and regional changes conformed
largely to the pattern for the longer period.

Over the next year, which marked the end of hostilities
and the start of the reconversion period, the business popu-
lation grew at an increasing rate in all regions except the
Southeast and Southwest. Except for the Far West, which

Table 2.—Percent Change in Number of Firms in Operation, March
31, 1944, to March 31, 1949, by Major Industry Divisions and by
State and Regions !

SURVEY OF CURRENT BUSINESS 11

led the rise with a 15-percent advance, differences in rates
of increase among the regions were much less pronounced
than they had been the year before. The Middle East,
New England, Central, and Southeast regions rose about
8 percent, or a little less than the United States average
of 9 percent, while the Northwest and Southwest rose about
11 percent.

From March 1946 to the following year, a period which
marked the virtual completion of demobilization and recon-
version and the abolition of price controls, the number of
operating firms showed its greatest annual increase in terms
of numbers. Relatively, however, the change was about the
same as in the previous year. The rate of mcrease declined
in all regions except New England and the Southeast. Again
the Far West made the greatest relative increase, followed
by the Southeast and New England.

The pronounced slowing down in the growth of the busi-
ness population between early 1947 and 1948 was evident
throughout the country. The most significant aspect of this
change was that approximately three-fourths of the 125,000
net increase over this period was accounted for in the Far

Trans- ) West, Southwest, and Southeast. The business population
Mining| CON- porta- mFI{;e’ . in New England was virtually unchanged while the Middle
| An [V tract \Manu-| commu- (Whole-| g insur-| °g" East, Central, and Northwest regions registered very small
State and region | indus-| oo | con- |factur-|nication | sale | ot ance, §an :
tries qingy strue- | ing | and | trade and | gLl mcreases. .
tion e evcal Finally, in the year ending March 31, 1949, the number of
utilities firms in operation declined for the first time since late 1943.
- — —  The outstanding change was the 14,000 firm drop in the Far
Continental United . . T
oS 30,2 9.7 116.8 | 27.3 56.1| 41.4] 2211 1.8 3.1 WeSt, over tWO'ﬁ'ft/hS of the decline in the entire couptry.
Except for the Middle East and the Southeast, the business
New England_._____ 21| —21 86,2 22.8] 43| 20.5| 164 92| 25 : ¢ ; ¢ b
Connecticut a9l 196 STl e 7| 4l e 30 population of the other regions conformed to the national
3 17.5 . 5 .9 . 3 3 . -
el T il el =y wel mil 03| e  Ppattern and showed small decreases. :
New Hampshire.| 21.b | —53.1 | 1058 | 18.3 | 558 | 20.0| 1L8| .5| 182
Rhode Island____.| 2.0 148 | 4909 | 608 | 27.1| 16.5| 146| 2.7 . ] .
Vermont...._.._. 25.8 | —26.7 | 143.3 18.7 37.7 50.0 ) 21.5 6.7 12.2 New and Dlscontlnued BllSlIlesseS
Middle East...__.__ 23.9| 89| 80.8| 1.0 5Lo| 35.2| 20.3| 29 254
Delaware.....co--| 2041 =50.0 11002 8.9 ] 667 558 46| 4] 17.6 The nature of the regional business population changes
S S| T3y M4 64 me) a4 61 13 L8 over time can be better seen by an examination of new and
New Jersey.. 224 | —160| 656 19.0| 302| 387! 16.8| 78| 29  discontinued businesses. In order to eliminate the influence
e sy TTELTRLL AT b e AL 220 M2 of the size of the business population on the number of births
West Virginia._ | 44.6 | 42.9 [ 150.0] 48.5| 162.0 | 628 | 33.0| 2.2 | 331 and deaths, information on entrance and discontinuance
Southeast_______._._ 43,01 47.8]18,7| 42| 727 612 3L9| 31| a7  rates is presented in tables 3 and 4 and chart 2. The rates
20 . I3
Arkons G0 25 it | br1| wvrs| voa| do| ia| s in table 4 and chart 2 refer to the number of new or dis-
Florida_._. 70.9| —15.2 | 2583 | 80.8 )| 87.5 110011 50| 6.2} 621  continued businesses in each calendar year per 1,000 busi-
Georgia ____. a3 | 23|53l 62| so| TL7| 327 34| 351 ! : : . bl
Kenfucky. .- ) woLpimes )| 2.3, 3| as4) 327 el o Iesses in operation as of March 31 in each year.? Table 3
ouisiana. . . 3 3 .9 . . N . M M 3 1 3
Mississippi. ... o] e0lomel 124 e8| 767 %61 348! 398 is a regional summary in which the rates are e;(pressed in
North Carolina...| 41.0 | —38.2 | 177.8 | 4L.6| 657 | 68.5| 287 464 | 74  terms of 5-year averages for the 1944-48 period. State
South Carolina...| 35.1| —9.8 | 1551 | 40.2| 30| 50.3| 280 | 33.8| 312 o ) ; :
Tennesseo. ... 326 59 |1660| 464| 39| sus| 26| 153| 300 data on firms in operation and turn-over for all industries
Virginia.. ... 6.8 MOT LT W) 5.9 47.2) 522} 06| B2 sombined are shown in table 1. Firms in operation by
Southwest | 457 64t22m0] are| 76| 95| s17| 457 402 ior i i le 7.
Arizona__ | 67.3 ] —25.0 | 555.7 97.7 51.5 | 126.7 41.2 96.8 53.9 S.tatie for 6 ma]or mduSt’r):i.group.S 8,1‘((31 %res‘ented lltl) tab .
New Mosico.._| 408 ~ .3 284 368] 2, fa) 880 72l s Similar data on new and discontinued businesses by major
anoma.__. - . . 2. . . . . . . 3 M
TeXas. ool 74| 950|203 523| 03| 7LO| 323 | 47.8| 4L2 glf%usm')f’ %ﬂd_ Stat% may be obtained upon request from the
Central____.__._____ 203| —45| 83| 152 468| 84| 11| 42| 201 ce 01 Dusiness Leonomics.
Dlinols.--...—| 12.2] —0.1| S4.0] Le1] 449 203 80|52 L6 The entrance rates bring into sharp focus the more
i%yvelx]_.____-::" : 32;, —lgf s ggi 8 13I ; éﬁ’% éi% iig %g 8 ggﬁg buoyant activity in the South and Far West. For the
1chigan.__ . ~—lo, . . . 3. . . . :
Minnesota 201| 118|133 | 158 | 554 24| 10.3| 32| 27 economy as a whole there were 129 new businesses formed
B4 169 7630 183 32.6] #1) 881 42 1.0 on the average each year for every 1,000 businesses in
Wisconsin._ 2.0| 234| 944| 17.6| 40.6| 347 16.2| 20.7| 30.5 operation, from 1944 to 1948. The Far West led the rest
Northwest.. 24| —36|1584| 265! 454! 255 83| 14| 228  Of the country with an entrance rate of 193, followed by the
Colorado. . o] 28.7| —24.6 | 143.9 | 40.3 49.7 52.4 18.3 | 2L.2 24.2 Sout,hwest, (174) and the Southeast (155) NeW England
00| ‘46|em1]| 666| 73| 6.3 24| 2604| 301 ’ : :
2.9 145)1567) 266 LT/ IT9| W0 2| 3o and the Central region were low with birth rates of 103 and
24,1 -17.9 | 146.8 45, 3 . 3 3 3 :
2041 A3 IULY| TT| 4300 13.0) 1281 105 20 104, respectively.
A I R e S A (A IS S vt S IR P R 1 Over the same period there were 74 deaths per 1,000 for
30.9| —83 1334 249 21| 5.5 306, 1.8 388  the United States. As table 4 indicates, there is a clear-cut
0L\ AROIATRE | BT G| 36| 2O WA 55 positive correlation between the size of birth rate and that
Far West.- NS Chd el | S gasl B 47l RS B2 of the discontinuance rate. It has been pointed out previ-
Nevada..... 44.91 —3L.01 195.5 | 246 83.41127.11 37.3 1 M7} 37 oygly that high birth rates and deathratesgo together because
Oregon_ ... 46.1| —3.8|23.0| 797| 75| 742| 271 356| 330 : h
Washington. ... 426 —61|1942| 73.7| 39.3| 76.6| 33.3| 26.7| 47.8 of the high rate of new firm mortality.

1 Based on data in tables 1 and 7. All computations were made from unrounded figures.
Source: U. 8. Department of Commerce, Office of Business Economics.

2 SURVEY readers will note that in earller articles the entrance and discontinuance rates
referred to births and deaths relative to the number of firms operating at the beginning of
the period.
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Table 3.—Entrance and Discontinuance Rates: Number of New
and Discontinued Firms per 1,000 Firms in Operation, by Regions,
1944-48 Average !

Discon-
: Entrance : Net
Region tinuance
rate rate change

Continental United States______._____________________ 129.3 73.6 55.7
NewEngland______.__ .. ______.____________.___._. 103.1 57.1 46.0
Middle East 112.2 67.4 44.8
Southeast________ 154 9 80.2 74.7
Southwest.______ 174.1 94. 4 79.7
Central.__.__________ 104. 5 65.2 39.1
Northwest 125.3 75.1 50.2
Far West_ 193.0 98.8 94.2

1 Based on data in table 1. All computations were made from unrounded figures.
Source: U. S. Department of Commerce, Office of Business Economics.

Year-to-year changes in entrances

For the country as a whole the number of new businesses
formed increased up to 1946 and declined thereafter. Except
for the Southwest region, where the number of births edged
down between 1944 and 1945, the national pattern was
duplicated in all the regions and practically all the states.
Throughout the period entrance rates in the Far West,
Southwest and Southeast were higher than those in the rest
of the country. However, there were pronounced differ-
ences in the degree of year-to-year changes among the regions.
These are outlined below:

1. Although the population of the Far West, Southwest
and Southeast rose relatively more than average between
1944 and 1946, the percent increase in the number of new
businesses and in entrance rates for these regions was less
than average. In fact, the entrance rate dropped slightly
in the Southwest over this period. These differential
changes in the entrance rates are brought out clearly in
chart 2. In terms of the number of new firms the increase
in the above regions was 54 percent, as compared with 92

Chart 2.~—~Entrance Rates by Regions: Number of New
Businesses Per 1,000 Firms in Operation*
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percent in the more slowly growing areas—New England,
the Middle East, Central and Northwest regions.

2. Between 1946 and 1947 the drop in both the number of
new businesses and entrance rates was more pronounced
in the more slowly growing regions mentioned above.
Between 1947 and 1948, however, the picture is mixed.
The number of births and the entrance rates dropped most
in the Far West and Northwest, somewhat less in the South-
east, Southwest, and New England, and least of all in the
Central and Middle East regions.

3. The drop in the entrance rates between 1946 and 1948
for the 3 most rapidly growing regions was sufficiently large
to bring the 1946 rates for these regions well below their
1944 levels. As compared to 1944 the actual number of
births in 1948 was about the same in the Far West, some-
what lower in the Southwest, and higher in the Southeast.
For the other regions the 1948 entrance rates were about
the same as in 1944, as can be seen in chart 2. However,
in each of these 4 other regions the number of births was
higher in 1948 than in 1944,

Table 4.-—Entrance and Disconiinuance Rates: Number of New
and Discontinued Firms per 1,000 Firms in Operation March 31,
by States and Regions, 194448 !

Entrance rates Discontinuance rates

State and region
1044 | 1945 | 1946 | 1947 |19487| 1944 | 1945 | 1046 | 1947 | 1948 »

New England____________ 78 108 166 92 74 49 50 43 60 79
Connecticut . . - 81 131 153 80 72 59 28 43 69 72
aine__. _____ 731 103 177 | 105 78 54 63 53 72 81
Massachusetts. - 76 93| 174 94 70 41 35 52 81
New Hampshire 771 123 | 180 97 82 59 41 52 68 103
Rhode Island. .. . 98 | 124 138 87 80 48 19 59 57 72

Vermont.._. __._____.. 73] 128 | 183 93 90 60 47 52 74 73

Pennsylvania.
‘West Virginia_

Southeast
Alabama

Arkansa; 152 | 1551 222 198 | 115 84 97 83 46 126
Florida___ 178 | 216 | 279 | 218 | 170 08 91 86 93 155
Georgia.____ .. 1337 133 | 233 | 132 87 57 75 75 68 43
Kentucky_______ ol 122 136 182 | 157 | 126 66 71 63 65 89
Louisiana_._.._... of 189 150 ) 242 | 158 | 119 73 87 89 74 122

Mississippi. ... -] 150 [ 150 § 219 | 149 111 54 91 92 81 95
North Carolina -
South Carolina,. .

Tennessee.._.... o{ 1481 1417 186 131 | 107 72 77 89 79 91
Virginia___..__._____._. 131 | 118 | 187 | 147 | 114 67 73 74 69 95
Southwest_________._____ 218 179 | 213 | 160 | 119 84 82 90 98 112
Arizona_____ 222 204 309 245 170 80 87 122 102 160
New Mexico. 185 196 302 186 131 95 116 122 105 148
Oklahoma. 169 [ 159 | 177 | 129 88 70 73 93 94
TeXAS e eemccccmceeea- 234 | 181 | 209 | 157 | 122 87 84 90 98 109
Central 92t 111 143 94 84 60 53 57 68 85
Ilinois ... __.___._.__. 85| 106 | 116 76 81 63 50 63 71 91
Indiana. 97| 116 | 154 | 110 86 47 51 63 72 93
Towa._ ... 113 96 139 84 67 60 48 40 55 82
Michigan _ 125 188 109 106 75 65 66 74 102
Minnesota 90 | 108 | 141 94 75 57 52 45 58 88

Northwest._.___.._______ 102 133 | 180 | 124 89 66 59 60 86 97
Colorado. - R

Montana 1 103 129 172 124 94 73 66 68 83 100
Nebraska_ .. 681 118 | 163 | 100 75 55 51 57 74 89
North Dakota .| 8| 100 | 130 95 67 56 56 44 63 82
South Dakoia 17 97 | 133 | 120 82 60 55 60 83
Utah_..__... ] 76| 146 237 | 154 91 69 71 61 83 97
Wyoming..______._____ 126 | 192 | 180 | 135 109 89 52 67 85 115
Far West_._______________ 207 | 210 | 243 | 194 | 131] 100 81 83 94 128
California. S| 207 205 244} 205 131} 102 84 81 1 124
Nevada.__ -] 132| 251 ) 30@} 217 | 157 ) 117 125 | 121 | 130 172
Oregon.__.... S 163 ] 222 2541 172 1441 102 90 84 [ 112 150
Washington___.__.____. 195 1 222 1 228 | 158 114 89 57 87 92 132

1 Firms in operation are as of March 31 in each year.
Bource of data: U. 8. Department of Commerce, Office of Business Economics.
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4. There was still considerable variation in regional
entrance rates in 1948, though it was less than in 1944. In
1944 the entrance rate of the highest region, the Southwest,
was almost 3 times that of the lowest region, New England—
218 against 78. In 1948 the top-ranking region, the Far
West, had an entrance rate of 131, which was only three-
fourths greater than that of New England.

Discontinuances mirror age composition

Throughout the period the discontinuance rates in the Far
West, Southwest and Southeast were generally greater than
those in the other areas because of their higher entrance rates.
Similarly, regional year-to~year changes in the number of dis-
continuances and in discontinuance rates reflect for the most
part the age composition of the regional business population.
For example, the relatively larger increase from 1946 to 1947
in the number of discontinuances and discontinuance rates in
New England, the Middle East, Central, and Northwest
regions as compared to the Far West, Southwest, and South-
east may be considered an aftermath of the earlier entrance
pattern. New firm formation, as mentioned before, had
jumped markedly in the more slowly growing regions between
1944 and 1946. Although the new business rate was higher
in the other regions, it had changed little over the same
period.

In 1948 the spread in discontinuance rates among the
regions, from the lowest to the highest, was less than it had
been in the earlier years, as was true of regional entrance
rates. However, as might be expected, discontinuance rates
for all regions were noticeably higher than in 1944, in contrast
to the pattern of entrance rates.

Differential influences in regional change

It is difficult to draw conclusions about the significance of
the regional birth and death data in the absence of a prewar
frame of reference. However, the differential level and
behavior in new firm formation over the period as between
New England, the Middle East, Central, and Northwest
regions on the one hand, and the Far West, Southwest, and
Southeast, on the other, suggest fundamental differences
in the economic forces at work in the two groups of regions.
It will be recalled first of all that throughout the period
entrance rates in the South and Far West were considerably
above those in the rest of the country, especially in 1944 and
1945. Tt will be further recalled that there was a sharp
increase in business births between 1944 and 1946 followed
by a pronounced drop in 1947 for the more slowly growing
regions, and a corresponding moderate increase and moderate
drop in births for the others.

Tt was the undercurrent of strong upward secular forces,
accentuated during the war—in the form of industrialization
and the growth of income—which dominated the behavior of
new business formation in the South and the Far West and
which accounted for the much higher levels in their entrance
rates. The heavy increase in the human population was an
additional expansionary element in the case of the Far West.
The strength of these long-term forces, in contrast, was
considerably less in the other sections of the country. The
effect of the war program on the business population was
relatively severe in the Eastern and Central regions and a
much larger part of the increase in the number of operating
firms here was probably an adjustment of the “deficits” in
the business population brought on by the war.

It would also appear that the wartime accentuation of these
long-term trends 1n the South and Far West had diminished
considerably by the beginning of 1949, at least in their
effect on the business population. This is suggested by the
sharper than average drop in entrances in the Far West and
Southeast between 1947 and 1948, and the fact that entrance
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rates in 1948 in the South and Far West were well below
their 1944 levels, though for the other regions there was
little change in entrance rates between these 2 years.

Characteristics of the Business Population

Previous articles on the business population have shown
that over the long term the growth of the human popula-
tion and of income are among the more important factors
associated with the over-all level of the business population.
Similarly, at any given time the total number of firms in
operation in any State is primarily associated with the size
of the human population and income in the State.

Close relationship with income payments

Chart 3 depicts the 1948 relationship between the number
of firms in operation and the total income payments to
individuals (which takes into account the joint effect ‘of
population and per capita income), by States. Cooe

Chart 3.—Relationship Between Number of Firms in

Operlation and Total Income Payments, by Btates,
1948 e
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1 Income payments for D, C., Md., N.J., N. Y., and Va. are on a residence basis. See:
table 9, footnote 2, p. 17, August 1949 SURVEY OF CURRENT BUSINESS.

Source of data: U. S, Department of Commerce, Office of Business Economies.

Although the business population is highly correlated with
income payments by state, there are a few instances in which
the relationship does not hold too well. There is no single
factor, however, which can account for these exceptional
cases. The highest positive deviation is found in the case of
Tlorida, where the number of firms in operation, especially
in the first quarter of the year, could be expected to be un-
usually high because of the extent to which this state caters:
to vacationists. The number of firms in operation is lower
than would be expected on the basis of income payments
alone in the District of Columbia—a result which is related
in large part to the fact that an unusually high percentage
of income here is derived from the Government and that
this is a small urban area. It is of interest to note that the:
degree of correspondence is not so close if the state data are.
plotted for 1944, when dislocations caused by the war were.
in full effect. s
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Little variation in regional industry patterns

A break-down of the business population into major in-
dustries shows a fair degree of uniformity from region to
region in the proportion of firms in each industry. For the
country as a whole the proportion of firms in retail trade is
in the neighborhood of 43 percent, approximately 22 percent
is in service industries, about 8 percent each in construction,
finance, and manufacturing, while the rest is distributed in
roughly equal parts between wholesale trade and trans-
portation. .

As table 5 shows and as might be expected, retail trade is
the most uniform of the industry divisions, varying from a
low of 39 percent in the Middle East to a high of 46 percent
in the Northwest. It is interesting to note that the propor-
tion of retail firms tends to be lowest in those regions where,
subject to the qualification noted below, the proportion of
firms in manufacturing is relatively high—the Middle East,
for example—and conversely, is highest where the propor-
tion of manufacturing firms is relatively low—the Southeast,
Northwest, and Southwest. Apparently in areas which are
not highly industrialized, and where agriculture is important,
opportunities in nonagricultural business are limited to retail-
ing to a somewhat greater extent than in other areas.

Table 5.—Perceat Distribution of Number of Firms in Operation
Within Each Region, by Major Industry Divisions, 1948 1

Trans-
ptqrta- Ti-
Min- | Con- lon, nance,
All | ing | tract | Man-| SO iWhole- .. | insur- Siecrg -
Regions indus-| and | con- | ufac- | o5 | sale trade | 328 | indus-
tries | quarry-| strue- | turing| %00 | trade and | ‘Iooe
ing tion other real
f estate
public
utilities
Continental United
States____________ .87 7.87) 8,30 4,70, 5,08 42,96 8,72 21.50
New England . . .16 9.44( 10.48 5.04 4.48| 42.93| 7.07| 20.46
Middle East. .94 7.40) 9.85 4.70] 6.08| 39.25; 11.770 20.01
Southeast-.... .92 6.58] 9.02 4,28 4.67| 45.56! 6.23] 22.74
Southwest. 2.52| 8.19| 4.77 4,171 4.78| 43.94; 6.04] 25.59
Central____ .51 7.8 7.33 4.94) 4.78| 44.99] 9.40; 20.22
Northwest_ - . 1.54] 7.40] 4.83 5.58 5.09| 46.221 7.00{ 22.35
Far West________.__ . .55 9. 8. 82! 4,43 4.62] 40:8% 7.07] 23.79

1 Based on data in tables 1,7, and 8. All computations were made from unrounded figures.
Source: U. 8. Department of Commerce, Office of Business Economics.

Services show only slightly more variability than retail
trade, followed by wholesale trade, transportation and con-
struction. Mining and quarrying, on the other hand, ex-
hibits the greatest relative variability, being dependent, of
course, on the location of natural resources; this major divi-
sion represents only 0.1 percent of the total number of firms
in operation in New England but as much as 2.5 percent of
the total in the Southwest. Finance, insurance, and real
estate represent a substantially higher than average propor-
tion of the total firms in operation in the Middle East,
because of the concentration of such firms in New York,
while the highest proportion of construction firms is found in
the Far West. The latter region has accounted for an un-
usually high proportion of the total new construction put in
place in the postwar period, particularly in the residential
field, where the small contractor is important.

The proportion of total firms in the manufacturing division
by regions shows somewhat surprising results. New England
is the region with the highest proportion of all firms in manu-
facturing, the Southeast is well above average, and the Cen-
tral States are below average. Substantial numbers of very
small lumber manufacturers are located in these first two
regions, and the pattern shown for manufacturing can be
traced to the influence of the lumber group. When the lum-
ber group is excluded from the total number of firms in
operation and from the manufacturing division, the Middle
East becomes the region with the highest proportion of total
firms in manufacturing. New England is second, followed
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by the Central States, the Far West, the Southeast, the
Northwest, and the Southwest. With the exclusion of lum-
ber firms, the Central States become about average, and the
Southeast falls well below average.

Relative proportions in major industries

In table 6 are presented 1948 percentage distributions, by
state, of the total business population and of each of the
major industry divisions. Also shown for comparative pur-
poses are distributions of the human population and of total
mcome payments. The table brings out the close corre-
spondence between relative shares of income and total firms
by state, which was also demonstrated in chart 3. This
relationship with income also holds well for the major in-
dustry divisions, though it is relatively better in the case of
retail trade, transportation, and services than for the other
industry divisions.

Table 6.—Percent Distribution of Number of Firms in Operation
Within Each Major Industry, by States and Regions, 1948 1

Trans-
porta- Fi-
All | Con- | Man- g’xﬁi nance,| Serv-| Hu- | Total
in- | tract | ufac- | muni- | Whole-] Re- \insur-| jee | man|] in-
State and region . sale | tail | ance | in- | pop- | come
dus | con-| tur- | cation, | troge | trade| and | dus- | ul
tries |struc-| ing | and M | e | g2 | Dy
tion other ries | tion jments?
public estate
utilities
Continental United
States___________ 100, 00{100, 001100, 60 100, 00} 100, 00|100, 00 100, 00100, 600|100, 00} 100, 00
6,91 8,29 8,72 7. 40 6,09 6,90 561 6,57 6,27 6,68
1.46/ 2,181 1.40 1. 14] 1.01] 1.51 1,20 1.45| 1.36f 1.64
.74 .70| 1.56 1. 09| 48] .72 .43] .63 .61 .53
Massachusetts....| 3.44] 3.88 3.87 3.70| 3.71 3.40f 3.17| 3.33| 3.17| 3.40
New Hampshire. . .44 .57 .66 . 60| .22l .43 .28 .41] .36 .32
Rhode Island.____ .55 .65 .81 .43 .51 .57 .38 ..500 .51 .87
Vermont. ... .45 1 .14 26 .25 22
Middle East. 25,85 31,01 23,65 34,95 24,09 23,75 27.75
Delaware_._._____ . . .24 .15 .23 2320 L2080 .21 .25
District of Co-
lumbia.._.._.___ .58 .56 .18 .32 .47} 48] 1.19 L7959 .91
Maryland________| 127 1.56 1.03 1. 60! 1.25p 1.20] 1.09( 1.27] 1.47} 1.62
New Jersey_______| 3.61| 4.58| 3.84 3.76| 2.74] 3.66] 3.95 3.22| 3.26f 3.71
New York ...} 13.07| 9.83| 18.48 11.93( 19.52( 10.84] 22.88| 11.77] 9.74] 13.06
Pennsylvania_____ 6.18] 6.86 6.11 6.63 6.22] 6.191 4,84/ 5971 7.17| 7.34
West Virginia.____ .96 .69 .90 1.37 . 66 .96 .86] 1.31 1.05
Southeast____ _.| 15.23| 12,73| 16,66 13,86 14,02( 16,15 10,89 16, 11; 20,54} 13.94
Alabama - 1.33 .81 1.64 1.26) 1.19] 1.43 2921 1.43 1.99] 1.25
Arkansas. _ .t LOof .64} 1.11 .80 .83 1.14 .59 1.03] 1.33 .81
Florida. ... .| 2.09[ 2.54[ 1.58 1. 53 1.97; 2.04 1.971 2.49] 1.66 1.34
Georgia. ... _.| L.62] 1.15| 2.0 1.24 1.67 1.71 115 1.73] 2.17 1.49
Kentucky. ) L33 L1 .97 1.49 1.12( 1.41 .92 1.34] 1.95 1.26
Louisiana____ o] 1.23f 1.02) 1.47 1.29] 1.29( 1.34 Lol 1,23 1.77 1.26
Mississippi- - . .81 .50 114 .62 .74 .95 L3900 LTI 145 .78
North Caroli ] 178 1.39; 2.66 1.73] 173 1.79f 1.08| 1.98] 2.60] 1.71
South Carolina___ .88 .61 .94 .71 .73 1.03 .53 .88] 1.36 .83
Tennessee__ - S L50F 1,15} 1.44 1.20] 1.42| 1.65 1.08| 1.57% 2.18f 1.47
Virginia___ o L66) 1.790 1.64 2.00 1.34[ 1.66 1.36] 1.68] 2.09] 1.72
Southwest___ 0 7.44] 7,73 4.15 6. 59 6,99 7.61 5.15| 8,85 7.49 6,13
Arizona.___ - .48 .75 22 .34 . 40, .47 .32 .63 .48 .40
New Mexico_ ... .40 . 42 21 .37 .29 .42 .23 .51 .39 31
Oklahoma________| 1.38| 1.19 67 1.24) 1.34| 1.43| 1.01] 1.59] 1.57] 1.15
______ 5.17| 5.38 3.05 4. 64 4.96| 5.29 3.60| 6.12| 5.04 4,27
Central 27,36| 27,17 24,16 28,75] 25,73| 28,65] 29,50 25,73| 26,73} 29.09
i 6.75| 5.88 6.04 6.67 6.85 6.34f 12.17| 6.08] 5.71 7.36
2.50| 2.45 1.96 2.61 2.00( 2.83 2.01) 2.37{ 2.68] 2.67
1.92| 1.84; 1.09 3.12 1.85 2.19 1477 L71] L79 1.89
4.00( 4.46] 3.99 3.41 3.43] 4.37 2,921 3.88f 4.25 4.48
2.01] 204 1.91 2.47 2.06) 2.14 1.69) 1.84} 2.01 1.93
2,770 2.32| 2.20 2,94 2.97| 2.86 3.17| 2.78] 2.66 2. 56
_______ 4.91] 5.31| 4.31 4.63] 4.49| 5.221 4.06] 4.85] 5.37] 5.89
2.501 2.85| 2.65 2,891 2.07] 2.69) 2.00] 2.23] 2.26] 231
Northwest___ 5.58) 5.24] 3.25 6,62 5,59 6,000 4.48( 5,80 5,22| 5,24
.92 100/ .64 .91 .95/ .88 92| 1.05 .82 83
39| .42| .33 49 33 .41 L2560 401 .40 36
1.43| 117 .73 1.82 1.33| 1.58] 1.06| 1.471 1.30f 1.19
.46| .40 .35 .46 . 501 .36 .46} .35 44
Nebraska. ... 971 .93] .48 1.24] 1.05 1.08 .85 .93} .88 92
North Dakota._ .. .37 .24 .14 .44 55 .44 .27 .36 40 42
South Dakota.___. .44 .38 .20 . 66| .48 .51 .30 .45 .42 47
Utah___ ... .39 .48 . 25 .29 .37 .39 .33 . 43] . 46/ .40
Wyoming_ _ .21 L2212 .30 L1500 .22 L1425 .20 .21
Far West__.____.____ 11,61] 14,50| 12,32| 10,93} 10.57| 11,04] 9,41].12,84] 10.01| 11,21
California.. _| 8.54j 11.08; 7.83 7.12| 8.00f 815/ 7.15 9.78 7.09] 8.30
Nevada._. L1500 L2000 .05 .15 .10 .14 .09 .21 .1 .13
S| 121 132} 2.24 1.74 .95 1.09 .820 115 1.12] 1.04
_______ 1L.71f 1.9 2.20 1.93 1.51) 1.66] 1.35 1.71 1.69] 1.74

1 Based on data in tables 1, 7, and 8. All computations were made from unrounded figures.

2 In the case of the District of Columbia, Maryland, New Jersey, New York and Virginia
the income payments figures have been adjusted to a residence basis, as noted in footnote 2
to table 9 of ““State Income Payments in 1948,” SURVEY OF CURRENT BUSINESS, August 1949,
p. 17.

Source: All data except human population: U. 8, Department of Commerce, Office of
Business Economics; human population; Bureau of the Census.
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Somewhat over half (53.3 percent) the number of firms in
operation in 1948 were in the Middle East and Central
regions which had a somewhat smaller proportion of the
population (50.5 percent) and a larger share of total income
payments (56.9 percent).

The table makes clear the relatively high proportion of
construction firms in the Far West and the relatively low
proportion of such firms in the Southeast. California, for
example, had over 11 percent of all firms in contract construc-
tion, the highest state percentage, though its total business
population was only 8.5 percent of the national total. In
finance, insurance and real estate, the Middle East had
almost 35 percent of all the firms though its proportion of
all firms was less than 26 percent. In wholesaling, too, the
concentration of firms in the Middle East, particularly
New York, is readily apparent.
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Minor industry breakdowns

In table 8 the number of firms in operation as of March 31,
1948 is shown in more industry detail for the manufacturing
and retail trade divisions and separately for mining and
quarrying, transportation, communication and other public
utilities, and finance, insurance and real estate. Although
data on minor industries are not shown for the earlier years,
regional shifts in the minor industries were generally in line
with the major industry changes. Specialized industrial
concentrations are apparent in this table, particularly the
concentration of textile, apparel and leather firms in New
York, and the location of a high proportion of durable goods
and other metal working firms in the Central States.

Table 7.—Number of Firms in Operation March 31, by Major Industry Divisions, and by States and Regions, 1944—49
[Thousands]
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