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the BUSINESS SITUATION

THE President announced on Au-
gust 15 a set of measures with poten-
tially very broad implications for the
Nation’s economy. Some of the meas-
ures went into effect immediately while
others require Congressional action.
The expressed aims are to increase
employment, curb the rise in prices,
and strengthen the Nation’s position
in the world economy.

A major action on the domestic
front is the decree of a 90-day freeze on
wages, prices, and rents; the President
also established a cabinet-level council
charged with developing ways to a-
chieve wage and price stability after
the freeze period. A set of tax actions is
proposed to stimulate demand and
production and improve productivity.
These include: Restoration of a tax
credit for investment in machinery and
equipment, at 10 percent for the next
year and 5 percent thereafter; accelera-
tion by one year of the liberalization of
personal tax exemptions and deduc-
tions now scheduled for January 1973;
and repeal of the excise tax on auto-
mobiles. The President stated that he
intends to offset the revenue loss associ-
ated with his proposed measures by
cutting about $4% billion from Federal
expenditures in fiscal year 1972.

With respect to the external position,
the President took two major steps:
Imposition of a temporary 10 percent
surcharge on dutiable imports and sus-
pension of convertibility of the dollar
into gold. The aim is to bring about a
realignment of exchange rates and,
more generally, to promote reform of
the international monetary system.

Recent Developments

A settlement reached at the last hour
averted a strike in the basic steel in-
dustry threatened for August 1. Steel
production rates are depressed, how-
ever, and likely to remain so for some
time. Demand for domestically-pro-
duced steel is weak, reflecting ample
stockpiles and a continued heavy inflow
of foreign steel, arranged in anticipa-
tion of a strike, and also conditions in
steel users’ own markets. A nationwide
telephone strike and a selective, but
widening, railroad strike were settled
within the past month. A strike against
copper producers seems well on the way
to complete settlement, while in another
important nonferrous metal industry—
aluminum—settlement was reached
just in time to avert a threatened strike.
As this issue of the SurvEY goes to
press, longshoremen on the West Coast
continue a strike dating from July 1,
and there is some chance of a stoppage
at East and Gulf Coast ports next
month. By and large, however, the
impacts of major strikes—actual or
threatened—seem for the time being
to be out of the way as factors signifi-
cantly influencing the economy’s pace.

July indicators

The estimate of July housing starts
points to continued expansion in resi-
dential investment, which has been a
major factor in the economy’s growth
this year. Starts jumped to an extra-
ordinary 2.2 million units (seasonally
adjusted annual rate), after several
months at levels close to 2 million.
The July increase was due to a sharp

rise in units started in multi-unit
structures, which had recently been
fairly stable; single-unit starts, which
had been rising steadily, were un-
changed in July.

The Federal Reserve’s index of
industrial production dropped nearly
1 percent in July, returning to about
the April level. Production had risen
in May and held steady in June. OQutput
of consumer goods was little changed
last month but production of materials
dropped noticeably and equipment pro-
duction, whose decline has slowed in
recent months, edged off somewhat
further. Steel industry operations were
cut back as users completed their
strike-hedge stockpiling, while copper
and coal production were affected both
by direct strike action and by the
effects of the railroad strike.

The available evidence suggests that
retail sales declined somewhat in July,
both at nondurables outlets and at
durables stores outside the auto group.
Sales in both broad segments have been
showing considerable growth this year.
In terms of physical volume, sales of
new domestic cars were unchanged from
the June figure of 8.1 million units
(seasonally adjusted annual rate); sales
of import models, at a rate of 1.7
million units, were also unchanged.

Under the terms of the wage-price
freeze, the domestic auto producers
suspended—at least for the 90-day
duration of the freeze—price increases
previously announced for the 1972
models. (Formal introduction dates
for the new models are scheduled for
the second half of September.) Remov-
al of the excise tax will require Con-
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gressional action, but buyers are being
assured that the tax will be refunded
to them if Congress repeals it retro-
actively, as the President has asked.

Personal income trends

Personal income declined in July
after having been sharply boosted in
June by the start of higher social
security benefits. The permanent rise
in the income level resulting from the
benefit increase was about $3% billion
(seasonally adjusted annual rate). In
addition, because the increase was
retroactive to the first of the year,
beneficiaries received in June a lump
sum payment amounting to about
$13% billion at an annual rate. The

The strengthening 0f PERSONAL INCOME
growth this year has been broadly based

CHART 1

Dec. 1969-Dec. 1970
Dec. 1970-July 1971

Percent Change*

TOTAL

WAGES AND
SALARIES

Manufacturing

Other Commodity
Producing Industries!

Distribution and
Services

Government

NONWAGE-INCOME

Dividends and -
Proprietors’ Income

All Other?

L
*Seasonally adjusted at annual rates.

1. Construction, mining, agriculture.
2. Rent, interest, transfers, nonwage labor income.

11.S. Department of Commerce, Office of Business Economics 7181
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permanent rise and the lump sum pay-
ment together accounted for $16%
billion of the $20 billion June increase
in personal income. The lump sum
payment was of course no longer in the
Income stream in dJuly; with other
personal income components up a net
$2Y billion in July, the income total
for the month declined $11 billion.

From December 1970 to July 1971,
total personal income increased 8 per-
cent at a seasonally adjusted annual
rate, compared with a 5% percent expan-
sion in the year from December 1969 to
December 1970 (chart 1). Only a very
small part of the December-July in-
crease was attributable to recovery from
the effects of last fall’s auto strike; the
strike’s impact on manufacturing pay-
rolls was mainly in October and Novem-
ber, with a recovery in December that
boosted payrolls back almost to the pre-
strike level.

Wages and salaries in the commodity-
producing industries (manufacturing
plus construction, mining, and agricul-
ture) show a fairly low expansion rate
from December to July. This reflects
the continued slack in employment in
these industries as a group. Other in-
come components—both payrolls and
nonwage items—have grown at a brisk
pace. Transfer income, which is com-
bined on chart 1 with several other non-
wage components, grew from December
to July at an annual rate of about 23
percent. That high growth rate was
mainly the result of the boost in social
security benefits. From December 1969
to December 1970, transfers grew nearly
25 percent as the result of that year’s
social security increase plus large gains
in unemployment compensation and
welfare payments.

(Personal income figures for 1971 have
been revised to reflect the estimated
impact of the liberalized depreciation
rules adopted in June but retroactive
to the start of the year. The revi-
sions in the proprietors’ income com-
ponent of personal income are very
small; the principal impact is on cor-
porate profits. See the note on page 40.)

Unemployment edges up

The unemployment rate moved up in
July to 5.8 percent after having dropped
to 5.6 percent in June from 6.2 percent

August 1971

in May. That drop was associated with
large declines in the seasonally adjusted
labor force and employment and was
probably overstated because of prob-
lems in determining appropriate sea-
sonal adjustment factors. The number
of employed and unemployed both
increased in July.

The sharpest July increases in the
number of unemployed and in the un-
employment rate were for teenagers, the
population group for which the prob-
lems of seasonal adjustment are likely
to be most pronounced. This is because
a large part of the group joins and leaves
the labor force in line with seasonal job
opportunities and the seasonal pattern
of the school year. The labor force
participation of married men, on the
other hand, is unlikely to be appreciably
affected by seasonality. That group’s
unemployment rate in July was 3.1 per-
cent, unchanged from June and down
somewhat from the rates registered in
late 1970 and early 1971.

National Accounts for the
Second Quarter

On the basis of more complete infor-
mation about second quarter develop-
ments, OBE has revised the estimate of
gross national product. The net revi-
sion, an addition of less than $1 billion
(seasonally adjusted annual rate) to
total GNP, is well within the margin of
measurement error in these calcula-
tions. Real growth is now estimated to
have been at an annual rate of 4 per-
cent. Consumption spending was re-
vised up a net $0.8 billion. Investment
in residential and nonresidential struc-
tures was also revised up a total $0.8
billion, investment in producers’ dur-
ables was raised $0.5 billion, and the
estimated rate of inventory accumula-
tion was raised $1.0 billion. Altogether,
these changes sum to an upward revi-
sion of about $3 billion. However, more
than $2 billion of that amount was off-
set by a downward revision in the
amount of U.S. goods and services
going to export markets and an up-
ward revision in U.S. imports; imported
goods and services are counted in the
various final demand aggregates—con-
sumption, etc.—and must be netted

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



August 1971

out to arrive at an estimate of the U.S.
economy’s output.

The revised figures show that the net
export balance for goods and services
fell $6.4 billion from the first quarter
to the second—from a surplus of $4.2
billion (seasonally adjusted annual rate)
to a deficit of $2.2 billion. That huge
swing resulted from a moderate decline
in foreigners’ purchases of U.S. output
and a large increase in the amount of
domestic demand filled by foreign
production.

Exports and imports

The GNP is an estimate of the
market value of the U.S. economy’s
output of goods and services calculated
by summing estimates of transactions
in final markets. These include con-
sumer, investor, and government pur-
chases, but a sizable amount of the
economy’s output is taken by yet an-
other final demand sector—foreigners.
Exported goods and services must be
included among the final purchases;
otherwise, the estimate of national out-
put calculated on the “product side”’—
i.e., as the sum of transactions in final
markets—would fall seriously short. A
similar, but opposite, consideration
applies to imports. In the estimates of
purchases in final markets, there is
generally no distinction made between
goods and services produced in the
U.S. economy and those produced in
foreign economies and imported. The
imports included in these aggregates
must be netted out, for otherwise the
“product side’” measure would seriously
overstate the Nation’s output.

The market value of the national
output of goods and services can alter-
natively be estimated on the “income
side,” i.e., as the sum of costs incurred
and profits earned in producing the
output. The calculation on the “income
side” includes incomes arising from
the production of goods and services
for export. The incomes arising from
the production of goods and services
imported to this country are foreigners’
incomes, not incomes of U.S. residents,
and are not included.

In the second quarter, exports of
goods and services were at an annual
rate of about $64 billion and imports

SURVEY OF CURRENT BUSINESS

at a rate of about $66 billion. Non-
mili’ary merchandise trade accounts
forr roughly two-thirds of both exports
and imports. The remainder is mostly
services; it includes, in both exports
and imports, expenditures by travelers
abroad and payments for passenger
and freight transportation and for
capital services, the latter represented
by income from investments. U.S.
receipts of income from investments
abroad—including directly-owned en-
terprises as well as portfolio holdings—
currently run at more than $11 billion
annually, and are a major and fast-
growing export item.

Exports of nonmilitary merchandise
dropped about $1.3 billion (seasonally
adjusted annual rate) in the second
quarter and exports of other goods
and services are estimated to have
dropped by about half that amount.
The principal factor in the export de-
cline was a slowdown in economic
growth rates abroad, which dampened
exports of industrial goods.

Imports of goods and services other
than nonmilitary merchandise rose
about $ billion in the second quarter,
but the major development was a
$4 billion surge in imports of merchan-
dise. Imports were stimulated by hedg-
ing against possible strikes in the U.S.
steel and nonferrous metals industries,
and may also have been affected by
actions in anticipation of the West
Coast dock strike. Also, uncertainty
over the course of exchange rates and
the possibility of import restrictions
may have accelerated imports. More
fundamentally, imports were stimulated
by the slowdown in foreign economic
growth and the recovery in the U.S.
economy.

Federal deficit increases

The increase in social security bene-
fits—including the retroactive pay-
ment—was a major factor boosting
Federal expenditures in the second
quarter. There were also increases in
other transfer payments, especially un-
employment compensation, and in
grants to State and local governments.
Purchases of goods and services declined,

3

as did some other expenditure items.
Altogether, expenditures as measured
in the national income and product
accounts grew nearly $8 billion (season-
ally adjusted annual rate) to $221
billion.

Receipts increased $2% billion to an
annual rate of $198% billion and the
deficit rose $5 billion to an annual rate
of $22)% billion. Personal tax receipts
increased less than $1 billion in the
second quarter. The small size of the
gain was largely due to a relatively low
level of final payments of 1970 taxes,
particularly on capital gains.

Corporate Profits

Corporate book profits before taxes
rose nearly $3 billion in the second
quarter to a seasonally adjusted annual
rate of $82 billion. Apart from the post-
strike rebound in the first quarter, this
was the largest quarterly advance since
the profit recovery of late 1967 and
early 1968. From their peak in late 1968
and early 1969 to the trough in the
strike-affected fourth quarter of 1970,
profits fell about $17} billion; the big
increase in the first quarter and the
more moderate advance in the second
together offset about three-fifths of that
decline (four-fifths if no account is
taken of the liberalized depreciation
rules discussed below). Corporate tax
liability rose $1% billion (seasonally
adjusted annual rate) in the second
quarter, profits after tax were up $1%
billion, while cash flow (undistributed
profits plus capital consumption allow-
ances) rose $3% billion.

The liberalization of depreciation
rules used in calculating taxable income
became effective June 22, and was
retroactive to the beginning of this
year. The change in the rules therefore
affects the estimates of taxable income
for both the first and second quarters
(table 1). The effect of the liberalization
is to increase depreciation and cash
flow and reduce profits, though the
magnitude of the impact can at present
be only roughly estimated (see page 40
of this issue of the SurvEY). An ac-
curate assessment of the impact will
not be possible until 1973, when tax
return data for 1971 become available.
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Table 1l.~—~Quarterly Changes in Capital
Consumption Allowances, Profits, and
Cash Flow With and Without the Liber-
alization of Depreciation Rules

[Billion dollars, seasonally adjusted annual rate)

1971-1 1971-T1
2 With- [With | With- | With
- out out
1 | Corporate capital
consumption allowances_ L] 4,6 1,2 1.4
2 | Before-taxprofits___......_ 11,0 7.5 3.2 2,9
3 Tax liabflity_ .. ___.___ 56| 39 1.3 L2
4 After-tax profits (2-3)..| 6.6 | 3.7 1.8 L7
5 Dividends. .a..._.._. .6 6 =2 =2
6 Undistributed profits
[C ) N 481 3.0 2.0 1.9
7 | Cashflow (1+6)...._______ 59| 7.6 3.2 3.3

The book value measure of profits
includes inventory profits or losses
which are excluded from the profits
component of national income—an ag-
gregate which measures the factor
incomes arising from current produc-
tion. These inventory gains or losses,
which arise because of differences be-
tween the replacement cost of goods
taken out of inventory and the cost at
which they are charged to production,
are excluded from national income by
the “inventory valuation adjustment”
(IVA). Inventory profits were $1%
billion higher in the second quarter than
in the first; after adjusting for this, the
national income measure of before-tax
profits rose $1% billion in the second
quarter to a seasonally adjusted annual
rate of $77 billion.

Nonfinancial corporations
Nonfinancial corporations have ac-
counted for all of the recovery in profits
this year, as lower interest rates have
held down the profits of financial cor-
porations. The profits of financial insti-
tutions, which declined very little from

SURVEY OF CURRENT BUSINESS

mid-1969 to early 1970 and rose sharply
during the remainder of last year, were
essentially unchanged in the first quar-
ter of this year, and declined a little in
the second. For the nonfinancial sector,
the improvement in profits has been
broadly based. Profits of durable goods
producers, which had borne the brunt
of the overall contraction during 1969
and 1970, rebounded sharply in the
first quarter—following the auto
strike—and apparently rose further in
the second. In nondurables manufac-
turing, profits rose in both quarters.
Outside manufacturing, profits of non-
financial corporations have been rising
since the spring of 1970 and this trend
appears to have continued in the
second quarter.

Profit margins up further

The growth of profits in the second
quarter, as in the first, was due to
increases both in the volume of output
and in profit per unit of output (chart
2). The average price per unit of non-
financial corporate output, which is the
sum of unit costs and unit profit, con-
tinued to rise in the second quarter but
the rate of increase was a bit slower
than in the first quarter and consider-
ably below the rate in last year’s second
half. The rise in unit costs increased
moderately from the first quarter to
the second. In the first quarter, the
impact of the liberalization of depre-
ciation rules caused a large nonrecurring
jump in capital consumption allow-
ances, a component of nonlabor cost.
However, the impact of this was
cushioned by a reduction in unit labor
cost resulting from a very large gain in
productivity following the auto strike.

August 1971

In the second quarter, unit labor cost
turned upward again but the rise in
unit nonlabor costs slowed.

IR CHART 2

Nonfinancial Corporations:
Price, Cost, and Profit Per Unit of Output

Dollars {Ratio scale)
1.4

8 |ul||LL]ILl‘llIhl1||||!|||]|nhnllllhnll|||||I|l||

T
1

Labor Cost 1

! \ |

Nonlabor Cost

\

N
T
1

|
A

\

Profit

lllullllJ’llJIlHllll,lHlHllllllHllHlllllllI|'1III‘I|
1957 59 61 63 65 67 69 71
Seasonally Adjusted

NOTE:--Price per unit is calcutated by dividing current dollar gross
corporate product (GCP) by constant doflar GCP. The other values
are calculated by dividing the several components of current dollar
GCP by constant dollar GCP. Nonlabor cost consists of capital
consumption allowances, net interest, and indirect business taxes
plus business transfers less subsidies received.

U.S. Department of Commerce, Office of Business Economics 71-8-2
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CHART 3

o Second quarter GNP increase now estimated at $20'; hillion
e In July: Labor force and employment increased, unemployment rate 5.8 percent

° Industrial prices up sharply, overall wholesale index up moderately
TOTAL PRODUCTION THE LABOR MARKET PRICES
Billion $ Million Persons Percent
1,050 85 16 A
CURRENT DOLLAR GNP+ CIVILIAN LABOR FORCE AND IMPLICIT PRICE DEFLATOR FOR GNP»*
! EMPLOYMENT+ '\/\/ {Change From Previous Quarter)
1,000 -1 83 | Labor FO\I’CGIM - 12 -
950 \ - 8 - - 8 —
Employment
900 “ 79 Py . , '.- -1
850 [ 1 1 I [ 77 »{’;.;';";llllll pata vt b e b gy
Quarterly (Il) 0BE Monthly (July) BLS Quarterly (1) 0BE
Billion $ Percent 1967 =100
40 8 140
CURRENT DOLLAR GNP++* UNEMPLOYMENT RATE~ CONSUMER PRICES
(Change From Previous Quarter)
30 |- - 6+ gt Vi 130 [~ -

Total
20 | _ g 4+ )

Married Men

. R
T ALTPYY 3
\ DOV Y 4 o e e
Ml /

Retail Food*

.o
oo
.....

0 0 1ot el i leyia et a s beaesglaslng 100 ninllnulnunlunu paaibiatay
Quarterly (Il) 0BE Monthly (July) BLS Monthly (June) BLS
Billions Million Persons Billions 1967 =100
850 76 120
CONSTANT DOLLAR (1958) GNP~ NONFARM ESTABLISHMENTS WHOLESALE PRICES
(Employees)
800 b . 72 |- Employme\nt* (left scale) . s - .
750 L Total - 68 [ et ese?one, —1140 110 -1
Cad hidA s o, o et ue, &
/ T Man-Hours* T industrial
700 |- Invehtory . 64 |- (right scale) 4130 105 Commodities .
Change Final Sales
650 J | I 11 1 1 -1 ! 6oLyl gea ket lotsaednstes]120 voo Lo s by gaggduvana s lyygaalsesng
Quarterly (II) 0BE Monthly (July) BLS Monthly (July) BLS
Percent Hours Dollars 1967 =100
12 45.0 120
CONSTANT DOLLAR (1958) GNP~ PRODUCTION OR NONSUPERVISORY WORKERS WHOLESALE PRICES
(Change From Previous Quarter) (PRIVATE) Processed Foods
8 |- - 425 |- S a0 ms and Feeds -
Average Hourly Eamnings ... 4 1
‘- - 400 | (lght scale) .- 4320 10 -
. Average 1P
§ Weekly Hours* /
i J/ eft sale Farm
0 37.5 P 300 105 Products -
-4 | | 350 bty s Tyvpa b aadosdasesalan)ag]280 100 Lot o des v nfo g doatasleanadenand
1969 I 1970 I 1971 0BE 1969 1970 1971 BLS 1969 1970 1971 BLS
Quarterly (1) Monthly (July) Monthly (July)
% Seasonally Adjusted  * * Seasonally Adjusted at Annual Rates
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CHART 4
® In July: Wage and salary disbursement unchanged
. Sales of hoth domestic cars and imports little changed
d Housing starts and permits show strong growth
INCOME OF PERSONS CONSUMPTION AND SAVING FIXED INVESTMENT
Billion $ Billion $ Billion $
900 700 100
PERSONAL INCOME** PERSONAL CONSUMPTION EXPENDITURES** )
Producers' Durable Equipment*=*
850 - —- 650 |- / = 75 - -
o ———"'\-—’—
800 n 600 ] S0 Nonresidential\Structums** .
—T
750 . 550 - 25 | .
Residential Structures**
700 ittt o lov bt vt bienaibait 500 R | 0 11 | l L1 1 11
Monthly (July) 0BE Quarterly (1) 0BE Quarterly (1) OBE
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7

N CHART 5
* |n the second quarter: Net exports declined precipitously
Balance of payments deficit very large on both net liquidity and "official’’ bases

Federal expenditures and deficit up substantially
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8 SURVEY OF CURRENT BUSINESS August 1971
Chiall A
® n July: Industrial production down close to 1 percent
® In the second quarter: Corporate profits (before taxes and including IVA) rose $1}% billion
d Productivity increased modestly, unit labor cost accelerated
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August 1971 SURVEY OF CURRENT BUSINESS 9
NATIONAL INCOME AND PRODUCT TABLES
1970 1971 1970 1971
1969 | 1970 I II ‘ III IV I ‘ II 1969 | 1970 I II t III v I II
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of current dollars Billions of 1958 dollars
Table 1.—Gross National Product in Current and Constant Dollars (1.1, 1.2)

Gross nationalproduet.. .. .. ... .. 9291 | 974,1 | 936,0 | 968,5 | 983.5 | 988.4 {1,020,8 !1,041,3 | 724,7 | 720,0 | 719,8 | 721,1 | 723,3 | 715,9 | 729,7 | 737.0
Personal consumption expenditures 615 8 604,0 613 8 620,9 | 624,7 644 6| 660,91 469, 3 475, 9 474,4 | 477,1 | 477,9 | 474,2 | 484,8 492. 3
Durable goods .. oo 88.6 90.4 | 84,9 7.6 | 100.8 | 84, 81, 82.3 | 83.8| 82 76.6 | 86,7 9, 2
Nondurable goods... ..o - 264 7 259. 4 262 9 265.5 | 270.9 272 0| 279.8 { 202, 7 207. 3 205.7 | 206.5 | 207.3 | 209.7 | 209.2 213 2
S0 2 (0 Y 262.5 | 2661 | 260.2 | 265.0 | 268,9 | 275.0 | 280.4 | 181,8 | 187.2 | 186.4 | 186.8 | 187.9 : 187.9 | 188,8 | 190.0
Gross private domesticinvestment_.._..______.___________. .. .. 135.3 | 131,2 | 134,1 | 138,6 | 137.3 | 143.8 | 152,4 | 109,6 | 102,2 | 101,0 | 102,7 | 104,0 | 101,2 | 104,7 | 109,9
Fixed investment..._ ... ... 132, 5 | 130,8 | 132.1 | 133.5 | 133.6 | 140.6 | 146.7 { 103.2 { 99.9 | 100,7 | 100.7 | 100.1 | 98.1 | 102.1 | 105.0
Nonresidential . ... ... ... 1021 | 100.8 | 102.1 | 104.8 | 100.8 | 1043 | 107.0| 80,1 | 786 | 79.3 | 79.4{ 80.1| 76.5 | 77.5 78.7
Structures. . iaas 36.8 1 386.1 36 6| 37.3 | 3.1 37.9 38,2 4.5 | 24.2| 246 | 24.4| 242 23.5| 23.8 23.1
Producers’ durable equipment 65.4 | 64.7| 65.6 | 67.5 | 63.7 66.3 68.8| 567 b64.4 | 547 | 55.0| 569 | 520 | 53.7 55. 6
Residential structures. . ... . . ... 30.41 30.0f 29.9| 28,7 32.8 36. 4 39.7] 231 2.3 | 2L4| 21.3| 20.0| 22.6 | 24.6 26, 4
(1351 £:1 o o BRI 20,7 | 29.4| 20.3| 281 | 32.2 35.7 3.1 22.6 | 20.9| 21.0| 208 19.56 | 22.2| 242 26.0
b0 o - DO .6 .6 .6 .6 .6 .6 .6 .4 .4 .4 .4 .4 .4 .4 .4
Change in business inventories. ... ... ... ._...... 2.8 .4 2.1 8.1 3.7 3.2 5.7 6.4 2.3 .3 2.0 3.9 3.1 2.6 4.9
[2301:) ¢ 1 B 2.5 .1 18 4.7 3.3 3.0 5.2 6.3 2.0 .0 L7 3.6 2.8 2.4 4.4
J:S o o+ .3 .3 3 .3 .4 .2 .8 .1 .3 .2 .3 .3 .4 .2 .8
Net exports of goods and services. ... ... ... ...... 3.6 3.5 4.2 4,0 2,7 42| =22 .1 2,4 L7 2,6 3.2 2,1 2,6 —2.4

03,9 4702 4 7 62.9] 6L6) 63.2] 63.7 63.2 66,1 64,2

B 510017 o X TN 59.3( 58.0; 59.0| 59.7| 60.5 61.9 66. 4

219.4 | 217.3 | 216.5 | 220,1 | 223,7 | 228,2 | 230.2

9.2 97.21100.2| 96.8| 96.1| 96.9 96,7 96.7

784 | 754 | 789 751 742| 73.2 73.0 71.8

2.7 | 2.9 21.3{ 2.6 219 227 23.7 23.9
110.6 | 122.2 | 1171 | 119.7 | 124,0 | 127.9 | 131.5 | 134.5 740 | 73.2| 73.4| 743| 75.2| 76.1 76.6

Table 2.—~Gross National Product by Major Type of Product in Current and Constant Dollars (1.3, 1.5)
Gross nationalproduet__.._.___._ . . _______..___.._. 929.1 | 974,1 | 956.0 | 968.5 | 983,5 | 988, 4 (1,020.8 1,041,3 | 724,7 | 720,0 | 719,8 | 721.1 | 723,83 | 715.9 | 729.7 | 737.0
Final sales. ..o e 921.7 | 971.3 | 956.6 | 966.5 | 978.4 | 984.7 [1,017.6 [1,085.6 | 718,2 | 717.7 | 710.5 | 719.1 | 719.4 | 712.8 | 727.1 | 732.1
Change in business inventories. ... .._......_..........._. 7.4| 2.8 40 21| 51) 3.7 3.2 57| 64| 23 . 20| 39| 31 26 4.9
Goodsoutput. .. eeeaes 457.3 | 468,3 | 461,9 | 4686 | 474,9 | 4677 | 483,2 | 494.6 | 389,9 | 383.0 | 382,7 | 385,4 | 387,2 | 376,7 | 386.6 | 393,3
Finalsales. .. e 440.0 | 465,65 | 461.5 | 466.6 | 460.8 | 464.0 | 480.0 | 488.9 | 383.4 | 380.7 | 382.4 | 383.4 | 383.3 | 373.6 | 384.0 | 388.5
Change in business inventories. . ... 7.4 2.8 .4 2.1 5.1 3.7 3.2 5.7 6.4 2.3 .3 20| 39 3.1 2.6 4.9
Durable go0ds. ... ... 185.3 | 180.2 | 179.8 | 181.8 | 180.6 | 169.7 | 191.8 | 194.2 | 165.9 | 156.1 | 157.7 | 158.8 | 163.7 | 144.4 | 16L.9 | 163.4
Final sales 180.9 | 180.8 | 181.5 | 183.7 | 184.9 | 173.1 188.0 | 191.5 ] 162.1 | 166.8 | 159.4 | 160.3 | 160.0 | 147.5 | 158, 7 | 161.1
Change in business inventories. 45| —6|—18|—20 47| —3.4 3.8 2.7 3.8 —6(—16|—-1L5 3.71-31 3.2 2.3
Nondurable goods. . .- ouenoo e e 272.0 | 2881 | 282.1 | 286.9 | 2856.3 | 207.9 | 20914 | 300.3 | 224.0 | 226.9 | 2260 | 226.7 | 223.5 | 232.3 | 224.7 | 230.0
Final sales. ... ceeas 260.0 | 284.7 | 279.9 | 282.9 | 284.9 | 200.9 | 202.0 | 297.4 | 221.4 | 223.9 | 223.0 | 223.1 | 223.8 | 226.1 | 226.3 | 227.4
Change in business inventories. ... . ...._... 2.9 3.4 2.2 4.0 4 7.1 —. 6 3.0 2.6 3.0 19 3.6 .2 6.2| —6 2.6
Services. . ... eeiaaas 377.4 | 410,83 | 400,8 | 406.2 | 413,7 | 420,6 | 432.3 | 438,1 ] 267.8 | 273,4 | 273,0 | 272,3 | 273,9 | 274,5 | 276.1 | 276,2
SUPUCIMreS. - - - oo oot 94,4 | 95.5| 93.4 | 93.7| 94,9 (100,1 | 1052 | 108,6 | 67.0 | 63,6 | 64,1 | 63.4 | 62,2 64.7| 67,0 67.4
Table 3.~Gross National Product by Sector in Current and Constant Doellars (1.7, 1.8)

Gross nationzal product 920,1 | 974.1 | 956.0 | 968.5 | 983.5 | 988,4 (1,020,8 |1,041,3 | 724,7 | 720,0 | 719,8 | 721.1 | 723,3 | 715,9 | 729,7 737.0
Private. . ......__........ 825.3 | 859,8 | 844,5 | 854,8 | 868,3 | 871.6 | 899.5 | 918.4 | 664.0 | 659,4 | 659,1 | 660,4 | 662.8 | 655,4 | 669,0 | 676,1
Business. 792.5 | 823.4 | 809.1 | 819.7 | 831.3 | 833.5 | 859.6 | 877.6 | 643.5 | 638.5 | 637.9 | 640.1 | 641.8 | 634.1 | 646.9 | 653.8
Nonfarm | 764.6 | 795.2 | 779.3 | 790.9 | 804.1 | 806.4 | 831.5 | 848.6 | 619.3 | 614.6 | 614.4 | 616.1 | 618.6 | 609.2 | 622.0 | 628.8
Farm. ... --- | 8.0 282 298| 288} 27.1| 271 281 28.9| 24.2| 23,9 23.6| 23.9| 23.2| 249 | 249 25.0
Households and institutions. .. ... ooooooooeo 28.5| 31.7| 30.9| 3L0| 321 | 330 | 342 350 165| 17.0] 17.1| 168 170 17.1 | 17.6 | 17.7
Restof the World._ .. ... oooooiiiieaens 43| 46| 45| 41| 48] b1 5.6 58| 40| 40| 41| 36| 40| 42| 45 4.6
General government. .. ... . _.oooeeoooo.. 103,8 | 114,4 | 111,6 | 113,8 | 115,2 | 116,8 | 121,83 | 122.9 | 60.7 | 60.6 | 60.7 | 60,7 | 60,5 | 60.5 | 60.8 | 60,9

HISTORICAL STATISTICS

National income and product data for 1929-63 are in The National Income and Product Accounts of the Uniled States, 1929-1965,
Statistical Tables (available at $1 from Commerce Department Field Offices or the Superintendent of Documents; see addresses inside
front cover). Each July SurvEY contains preliminary data for the latest 2 years and final data for the preceding 2. The July 1971 issue has
data for 1967-70. Prior July issues have final data as follows: 1964-65, July 1968; 1965-66, July 1969; 196667, July 1970. OBE will provide
on request a reprint of final data for the years 1964-67.
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August 1971

1969

1970

1970

1971

I II

I ’ v

I* ‘ 11+t

Seasonally adjusted at annual rates

Billions of dollars

1969

1970

1970

1971

I*

I III’III‘IV

II*

Seasonally adjusted at annual rates

Billions of dollars

Table 4.—Relation of Gross National Product, National Income,
and Personal Income (1.9)

Gross national product__..___.__._.

Less: Capital consumption allow-

Equals: Net national product_._.__.

Less: Indirect business tax and
nontax liability_.__.__.___.
Business transfer payments. .
Statistical discrepancy.-.. ...

Plus: Subsidies less current surplus
government enterprises....-

Equals: National income

Less: Corporate profits and inven-
tory valuation adjustment .
Contributions for social in-
surance

Wage accurals less disburse-

Plus: Government transfer pay-
ments to persons. ._._._.__.
Interest paid by government
(net) and by consumers.__..
Dividends...._.........._._.
Business transfer payments. .

Equals: Personal income__.__._._.__

929. 1

8L.1
848.0
85.7
3.7
—4.1
11
763.7

78.6
54.0

62.2
29.0
24.4

3.7

750.3

974.1

87.6
886.5
92.9
3.9
—4.5
1.7
795.9

70.8
57.6
.0

75.6
317
25.0

3.9

803.6

956,0 |968.5 983.5

86.9
8816
91.9

3.9
—~5.8

88.2
895.3
94.2

4.0
—-3.2

85.4
870.6
89.7
3.8
-7.3
1.4
785.8

1.8
793.4

19
802.2

7.5
57.4
-2.1

73.0
58.4
—.4

69.8
56.2
2.5

77.3
311
24.9

3.9

803.8

77.2
32.2
25.2

4.0

809.8

67.4
30.9
25.0

3.8

784.3

988, 4

89.8
898.6
95.8
4.1
—-16
17
802.1

69.0
58.5

80.7
32.4
25.0

4.1

816. 7

1,020.8

95.6
925. 2
99.3
4.2
-4.9
1.6
828.3

75.5
63.9

83.7
32.0
25.6

4.2

834.3

1,041,3

97.3
944.0
10L7

4.2
—4.4

843,2

77.0
65.0

92.2
3.7
25.4

4.2

854, 8

Table 5.—~Gross Auto Product in Current and Constant Dollars
(1.15, 1.16)

Gross autoproduet!._______________

Personal consumption expenditures.
Producers’ durable equipment _ ..
Change in dealers’ autoinventories.

Netexports. .. ... _..._....
Exports_ ...
Imports. .. o ...

Addenda:

New cars, domestic2.._......._.___
New cars, foreign__._..________.._._

Billions of current dollars

Gross autoproduet ________._______

Personal consumption expenditures.
Producers’ durable equipment . .
Change in dealers’ autoinventories.

Net exports
Exports.._.
Imports_ . ... ...

Addenda:

New cars, domestic 2. __
New cars, foreign._....__.

36.6 | 30.6 | 30,9 | 35.2 | 34.1 | 22.0 42,1 40,0
31.7 | 28.0128.920.9 206|235 33.9 34.5
5.6 4.9 5.1 5.3 5.2 4.1 6.0 6.1
A =9 =17 11 .5 [—8.6 4.1 1.4
.1(-1.8|—~17|—1.4|-L6|-23| —2.2 -2.3
L2 200 L9 24| 2.2 1.4 2.6 2.7
.41 3.7 3.6 3.8| 3.7 3.7 4.8 5.0
32.2 | 26.026.3|30.3 302171 36.7 34.1
56| 63| 64| 67| 55| 6.5 7.9 8.2
Billions of 1958 dollars

35.0 | 28,3 [ 29.1 | 33.0 | 31.6 | 19.6 36.8 34,7
30.3 | 25.9 [ 27.3 | 28.0 | 27.4 | 2L 1 29.5 29.9
54| 46| 49} 50| 49| 3.7 5.3 53
10 —9(-1.6( L1 .5 |—3.4 3.8 1.2
—1.1|-1.7 |-~1.7 |-L3 [-L5 [—-2.2 | —2.0 | -2.1
22 1.9 19 24 21| L3 2.4 | 2.4
33| 36| 36| 3.7| 3.6 3.5 4.4 4.6
24.7 [ 25.3 1 29.0 | 28.6 | 15.8 32.9 30.5

6.0 6.1| 6.4 | 52| 6.0 7.1 7.3

1. The gross auto product total includes government purchases.
2. Differs from the gross auto produet total by the markup on both used cars and foreign

cars.
*Revised to take account of new Treasury Department depreciation regulations, which are
effective retroactively to January 1971. National income components affected are capital
consumption allowances, proprietors’ income, corporate profits, and corporate profits tax,
and the components and totals to which these items relate. See explanation on page 40.
{Second quarter corporate profits (and related components and totals) are preliminary and

subject to revision next month.
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Table 6.—National Income by Type of Income (1.10)

National income___.______._______. 763,7 |795.9 785.8 |793.4 |802,2 |802,1 |828.3 | 843.2
Compensation of employees__________. 565.5 [601,9 1593,2 |598,5 |606,5 |609.3 (627,9 | 6395
‘Wages and salaries_._..__._.....____ 509.6 (541.4 (534.7 |538.5 |545.2 [547.2 562.3 | 572.4
PriYate.____ - 3 .6 1422.5 (424.4 (420, 4 (429.9 |441.2 | 449.8
Military. ... . X 20,2 19.5(19.2 | 186 | 19.2| 18.6
Government civilian_ __._....._.__ 85.1| 95.5 | 92.1 | 94.5 | 96.6 | 98.6 |101.8 | 104.0
Supplements to wages and salaries__| 66.0 | 60.5 | §8.5 | 60.0 | 61.3 | 62.1 | 65.7 | 67.1
mployer contributions for soeial
insurance. ... .. ..o..o.o_._.... 27.8120.6  28.7 | 29.5|30.1 301331 33.7
Other labor income___....._._.._ .. 28,2 30.8|20.830.4|31.2|320]( 326} 33.4
Proprietors’ income___________________ 67.0 | 66,9 | 68,0 | 67,6 | 66,0 | 65,9 | 66,0 | 66,7
Business and professional_....._..___| 50.3 | 51.0 | 50.2 | 51.0 | 51.4 | 51.5 | 51.2 { 5l.5
F:1 3 ¢ + DAY 16,8 | 158 | 17.8 | 16.6 | 14.5 | 14.4 | 14.8 15.2
Rental income of persons__...__._.___. 22,6 | 23,3 (23,0 | 23,2 | 23,4 | 23,7 | 23,8 | 24,2
Corporate profits and inventory valua-
tion adjustment_____________________ 78.6 | 70.8 | 69,8 | 71,5 | 73,0 | 69,0 | 75.5 77.0
Profits before tax__.._.._...______.._. 84.2 | 75.4 | 75.6 | 756.8 | 78.5 | 71.6 | 79.1 | 82.0
Profits tax liability____.__.__.__.__ 39.7 1 34.1 | 34.1|34.5|356|323)36.2| 37.4
Profits after tax_._ 44,5 | 41.2 | 41.5 | 41.3 | 429 39.2 | 42.9 4.6
Dividends...._._.._ 244|250 25.0| 24.9( 252 25,0 | 25.6 | 26.4
Undistributed profits.. 20.0 | 16.2 | 16.6 | 16.4 | 17,7 | 14.3 | 17.3 19.2
Inventory valuation adjustment. —5.5 |—4.5 |—5.8(—4.2|-55|—-26|-3.5| —5.1
Net interest 33,0 | 31.8 | 32,6 | 33,4 | 34,2 | 35,0 | 35.8
Table 7.—National Income by Industry Division (1.11)

All industries, total______________ 763.7 |795.9 (785.8 (793.4 ([802,2 (802.1 (828,3 | 843,2
Agriculture. forestry, and fisheries____ | 24.8 | 24.5 | 26.3 | 25.2 | 23.2 | 23.3 {1 23.9 |._____
Mining and construction...._. 47.5 | 49.4 | 49.0 | 48,9 | 49.5 | 50.83 | 50.3
Manufacturing......_. 221.9 1217.7 |220.8 |220.1 [219.9 {210.1 |223.3

Nondarable goods. 85.7 | 87.4 | 87.1 | 86.9 | 87.9 | 87.8 | 89.3
Durable g00dS. .ocooeooooo oo 136. 2 |130.3 |133.7 |133.2 |132.0 |122.4 |134.0
Transportation...._.._.______._..._.__ 28.8 1 29.5 | 28.9|20.0!29.9
Communication....... 157 | 16.9 | 16.4 | 16.8 | 17.2
Electric, gas, and sanitary 14,1 (144|141 | 14.2 | 14,6
‘Wholesale and retail trade_._......____ 114.8 {122.1 |118.9 [121.6 |123.1
Finance, insurance, and real estate_...| 82.8 | 87.0 | 83.5 | 85.5 | 88.3
[ g (L 94,6 1103.2 (100.3 [102.2 (104.0
Government and government enter-
prises. ... ... .. 114.3 |126.5 (123.1 |125.9 |127.7
Rest of the world. ... .. __.....___ 4.3 46 45| 41 4.8

Table 8.—Corporate Profits (Before Tax) and Inventory Valuation
Adjustment by Broad Industry Groups (6.12)

All industries, total __..___._.____
Financial institutions_.____._._________
Nonfinancial corporations____...__._..

Manufacturing. . ...
Nondurable goods.
Durable goods. ... ... .._._._..

Transportation, communication,
and public utilities..______________

All other industries....._...._....___

78.6
12,1
66,5

70.8
12,8
58,1

69.8
11,3

7L5
12,1
59.4
3.5
16.5
14.9

7.8
20.1

73.0
13,5
59.5

69,0
14,0
54,9

25.0
16.2

75.5
14,1
6L.4

32.4
16.4
16.0

7.3

8. B
21.6

7.9
20.9 | 2L

Ot O




August 1971 SURVEY OF CURRENT BUSINESS 11
1970 \ 1971 1970 1971
1969 | 1970 I II ' III v I* [II*t 1969 | 1970 I II ‘ III v I* 111+
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of dollars Billions of dollars
Table 9.—Gross Corporate Produet ! (1.14) Table 10.—Personal Income and its Disposition (2.1)

Gross corporate product_________ 526,3 |541,6 |534,3 |540,1 |547,6 (544,3 |568.6 | 579.9  Personalincome.._ _.. . ._____..____.__ 750,3 (803.6 [784.3 1803.8 (809,8 |816.7 |834.3 | 854.8
Capital consumption allowances.___... 51.3 | 56.2 | 54.4| 55.7 ] 56.7| 58.0 [ 62.6 | 64.0 Wage and salary disbursements__._. 509.6 |541.4 1532.2 540.6 [545.6 (547.2 (562.3 | 572,4
Indirect business taxes plus transfer Commodity-producing industries_ 1197, 4 1200,7 [202.2 |200.9 {201.4 [198.4 203.2 | 206.7

payments less subsidies...._._____.. 40.2 | 52.2| 50.9 | 51.9 | 52.8 | 53.4 | 55.6 | 56.9 Manufacturing --|157.6 1158.3 (160.1 |158.9 |159.1 [155.1 |159.6 | 161.7
) Distributive industries. -|120.0 1291 |126.0 |127.9 (130.7 {131.8 |135.5 | 138.3
Income originating in corporate busi- Service industries. .- - 88.1|96.7 [ 94.3 | 95.6 | 97.2 | 99,7 |102.6 | 104.9
o 425.9 |433.1 [420.0 (432.6 |438.1 |432.9 |450.3 | 458.9 Government. .. ___.___.._......... 104,1 |114.8 [109.8 [116.2 |116.2 [117.3 [121.0 | 122.6
Compensation of employees...__.._. 350.5 |366.0 (363.0 (364.2 1368.8 (367.9 |378.9 | 386.1 Other laborincome.. ... ... ... 28,2 | 30,8 X 0, 4 .2 . .
Wa%es and salaries__....__.._.___. 311.1 |324.2 |322.1 (322.9 [326.5 |325.2 [333.9 | 340.2 8 2.8 |3 3 8.0 | 32,6 | 33.4
Supplements. ... . .. ...__.._... 39.4 | 41.8 | 40.9 | 41.3 | 42.3 | 42.7 | 45.0 | 459 Proprietors’ hacom? ................. 67.0 | 66.9 | 68.0 | 67.6 | 66.0 | 65.9 | 66.0 | 66.7
Business and professional. -1 50.3 | 51.0 | 50.2 | 61.0 | 51.4 | 51.5 | 51.2 | 51.5
Net interest_ ... ... .. _...... 1.2 L1 13| 1.2¢ L1 LO| LO 11 o o U, .8 [ 15.8 | 17.8 | 16.6 | 14.5 | 14.4 | 14.8 | 15.2
Corporate profits and inventory Rental income of persons 23,3 | 23,0 | 23,2 | 23.4 | 23.7 | 23.8 | 24,2
nguslt)it}n &<lgustment ----------- ;3 g ggg %g ?H ggg g'ég ;gé ;1-8 Dividends_ ... peo 25.0 | 25.0 | 24.9 | 25.2 | 25,0 zg.s 25,4
rofits before tax..__..___.._._.._. . . . . 8 3 3 6.9 Personal interestincome_.__.___.... 5 A , 3 X A 4
llzroglt:s t?é( li%bility .............. igg g«éi 34(1“1i ggg gg(l‘) gig ggg 27.4 ! 84.7 | 62.7 | 63.7 | 65.6 | 66.7 | 67.0 | 67,
rofits after tax....._...__...... . g . 2 . 8 0 9. 5 Transfer payments_ . _____..._._._.... 79.6 | 71.1 | 81.1 | 81,2 | 84.8 A 96.4
e LA EH A = e o1 @
ndistributed profits_._____._. . . - - . - 2 6.5 health insurance benefits..____.. 33.0 (385 |34.2|41.4(30.039.4 |40 47.0
Inventory valuation adjustment._|—5.5 |—4.5 |—5.8 |—4.2 |—5.5 |—2.6 |—3.5 | —5.1 State unemployment insurance o 0.7
R benefits___ _ 39| 26| 3.6| 42| 5.1 5.0 6.1
Cash flow, gross of dividends..__...... 91.3|92.6|91.0] 92.6 | 94.8 | 92.3 {100.4 | 103.5 Veterans bene: 9.7 91| 95| 99104 1110 | 11.4
Cash flow, net of dividends_........... 68.9 | 60.8 | 682|60.671.869.6|77.2| 80.5 Othere-o.oow.... 27.4 | 25.2 | 26.7 [ 28.1120.8 | 311! 31.0
Gross product originating in Less: Personal tributions for
financial institutions._______... 24,3 | 254|239 246261269277 27.8 sociafins::an::_“_ - “ o 26,3 | 28,0 | 27.4 | 27.8 | 28,3 | 28.4 | 30,9 | 3L3
Grogs product originating in Less: P 1 -
nonfinancial corporations. ... __| 502.0 |516.2 (510.4 |515.5 (5215 |517.4 1540.9 | 552.1 ments?f‘.).ni..t? x f'.'fl. nomx il 1162 )115.9 (1167 {118.0 [113.5 1115.2 |112.7 | 114.0
C%pital consumption allowances..__... 49.5 | 54.1 | 52.5 | 53.6 | 54.5 | 85.7 | 60.2 | 61.5 Equals: Di ble personal i _.-1634,2 [687.8 1667.6 [685.7 |696.2 |701.5 |721.6 | 740.8
Indirect business taxes plus transfer v
payments less subsidies............ 47.1149.9148.6 | 40.5 50.4 | 50.9 | 52.9 | 541  Less: Personaloutlays ... ........... 596.3 (633.7 [621.5 (6315 |638.9 [643.0 1663.2 | 679.9
Income originating in nonfinancial Persomzl cox‘lisumptlon expenditures_. 5{9.6 615.8 {604,0 (613.8 6%0.!13 624.7 (644.6 Ggg 9
id by consumers.._....... . 3 3 16. f f f .
COTPOTALIONS .o _ oot 405.5 14122 [409.3 |412.4 (4165 [410.7 [27.8 | 436.5  Decaaotl noer mevments 1o for | 08 | 169 (16.8 | 168 1711 A%4 | 177 o
............................ . . 0| 10 . . . 1.0
Coppaseon ol cplree- g s B3 BT (00 o et et g2y P ol ser | Py
ages and salarfes. . ....._ .. ... .7 . . 5 3 8 3 .9 | 319, : Personal saving. . oo 8 . 3 5 ., 5 L4 0. 9
Supplements......._............. 360 | 30.0 | 382 | 386 | 30.5 | 30.8 | 4.9 | 427 Tduals: Personalsaving.. ... 3.9 | 541 46.2 | 542 | 57.4 | 38.5 | 58.4 | 6
Netinterest. . . . .. ... 1291 14.8 | 14.2 1 14.6 | 15.0 | 15.4 | 158 | 16.2 Addenda:
i Disposable personal income:
Corporate profits and inventory Total, billions of 1958 dollars_._.._. 513.5 [531,5 524,4 |533.0 536,0 1532,5 '542,7 | 551, 8

valuation adjustment._._______. 62.1 | 53.3 | 53.5 | 55.0 | 54.6 | 50.0 | 56.3 | 58.2 " 3130 |3.358 |3.272 3 353 13,305 3.410 3,408 | 3.583

Profits before tax_........___._._.. 67.6 | 57.8 | 59.3 | 50.3 | 60.1 | 52.6 | 59.8 | 63.2 Per capita, current dollars........... »130 13,368 13,272 13, 398 3 "631 | 3 065

gmgts 3?%‘ li%bility ______________ 334|271 | 2771277 282 | 24.8 | 289 | 30.4 Per capita, 1958 dollars_. .. __..__... 2,535 |2, 505 |2, 570 |2, 606 2,613 2, 588 |2, 6 s

ofits :) SRR 4.2 [ 30. 31, 31.5 | 31.9 | 27.8 X 32.
‘Dlvldenﬁrs___"_ _________________ ?2’0. 0 31, Z 2 8 212 212|209 3‘1’ 2 o1 3 Personal saving rate,? percent_._...... 60| 79 69| 7.9 82 83| 81 8.2
L ngdistriblut%d proéits.t.-.. T 13.3| 9.6 10.6;10.3 | 10.7 g 9 9.6 1.7
nventory valuation adjustment.__[—5.5 [—4.5 |—5.8 |—4.2 |—5.5 |—2.6 |~3.5 | —5.1 . . .
Table 11.—Personal Consumption Expenditures by Major Type (2.3)
Cash flow, gross of dividends._.____.__ 83.8]84.8|84.1{852(86.5)|835](9L1 94,3
Cash flow, net of dividends._..__.__._. 62.9 | 63.7|63.0 | 63.9| 65.3 | 62.7 | 69.8 | 73.2
Personal consumption expendi-
tures_ . _____ .. ... 79.6 |615.8 |604.0 |613.8 [620.9 |624.7 [644.6 | 660.9
Billions of 1958 dollars
Durablegoods_____ ... . __._.___. 89.9 | 88.6 | 88.6 | 90.7 | 90.4 | 84,9 | 97.6 | 100,8
Gross product originating in Automobiles and parts- . _......._... 40.4 | 37.1 [ 37.8 [ 39.1 | 38.8 [ 32.7 | 44.1 | 457
nonfinancial corporations..__.. 430,5 [425,0 (428, 2 (427,7 {427.6 (416,7 [431,8 | 437.0 Furniture and household equipment_]| 36.3 | 37.4 | 37.3 | 37.6 } 37.0 | 37.6 | 30.5 | 40.4
Other_ .. ... 13.3 | 14.2 {13.5 | 14.0 | 14.6 | 14.6 | 14.0 14.6
Dollars Nondurable g00d8.._ . eooooe oo .. 247, 6 (264.7 [259.4 262.9 |265.5 (270.9 (272.0 | 279.8
Food and beverages_ . _.__..___.__... 122.5 (131.8 [128.9 (131.4 {132.4 (134.3 [135.1 | 138.2
Current dollar cost per unit of Clothing and Shoes. - - - —-oooeeeene 50.3 | 52.6 | 5.6 | 52.1 | 52.4 | 54.2 | 564.9 | 67.0
1958 dollar gross product Gasoline and oil. .- oo 21.1 | 22.9 12256 |22.6 {229 ]23.5(23.8| 24.3
originating in nonfinancial Other - o v oo oo 53.7 | 87.5 | 66.4 | 56.9 | 57.8 | 59.0 | 58.3 | 60.4
corporations 2____________..___. 1,166 |1,215 (1,192 [1,205 (1,220 (1,242 [1,253 | 1,263
Services_ ... ... ... 242,1 |262.5 [256.1 |260.2 |265.0 |268,9 [275.0 | 280.4
Capital consumption allowances..._... 115 | L127 | L0123 | 0125 | L128 | 134 | 139 | .141
Indirect business taxes plus transfer Housing .o eieeaeaees 84.0 | 91.2 | 88.7 | 90.3 [ 91.8 | 94.1 | 96.4 | 98.6
payments less subsidies.._._.._.__.. L109 | 117 | 134 0 0116 | (118 | L122 | (122 124 Household operation.__.__._......... 33.7 361 (351357367369 |37 386
Compensation of employees........... ,768 | .810 | .798 | .801 | .811 | .829 | .824 | .829 Transportation. .- ... —-o-o——ooo-- 16.5 | 17.9 | 17.5 [ 17.6 | 18.1 [ 18.3 | 18.6 | 18.9
Netinterest. ... ... ..._.__.___._ .030 { .035 | .033 { .034 | .035 | .037 | .037 { .037 Other-. .o 107.8 [117.3 [114.8 |116.6 {118.3 110, 5 {122.3 | 124.2
Corporatg profits and inventory valu- 133 11 d
ation adjustment.__.__________.__.._ L1441 125 | (125 | L129 ¢ (128 | .120 | .130 | . — 3 i i iona ncome an
Profits tax lability ... . ... “o78 | 064 | 065 | 065 | 066 | 059 | 067 | .o70 Table 12.—Foreign Transactions in thi lNatlo
Profits after tax plus inven- Product Accounts (4.1)
tory valuation adjustment._.| .067 | .062 | .060 [ .064 | .062 | .060 | .063 | .064
Receipts from foreigners_____.__.__.. 55.6 | 63.8 | 62.4 | 64,1 | 64.6 | 64.0 | 66,8 | 64.9
1. Excludes gross product originating in the rest of the world.
2. This is equal to the deflator for gross product of nonfinancial corporations, with the decimal ~ Exports of goods and services__...._... 55.6 | 62.9 | 61.5 | 63.2 [ 63.7 | 63.2 | 66.1 | 64.2
point shifted two places to the left. . .
3. Personal saving as a percentage of disposable personal income. Capital grants received by the United 7
* See footnote on page 10. Ly RS SNR A 9| .9 9| .9} .9 .7 .
Payments to foreignera. ... ....._. 55.6 | 63.8 | 62.4 | 64.1 | 64.6 | 64.0 | 66,8 | 64.9
Imports of goods and services.......-.. 53.6 [ 50.3 | 58.0 [ 59.0 | 5.7 | 60.5 | 61.9 | 66.4
Transfers to foreigners._............... 29| 3.1} 30| 30} 32| 3.3} 31 3. %
Personal .o oo .9 .9 1.0 1.0 .9 .9 .9 L
Government. ___.__...._.____....... 21) 22} 21| 2.0} 23| 24| 22} 22
Digitized for FRA_SER Net foreign investment............._. —-9| 1.3} 14| 20| L8] .2| L8| 47
http://fraser.stlouisfed.org/
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12 SURVEY OF CURRENT BUSINESS August 1971

1970 1971 1970 971
1969 | 1970 | I II | XL | IV | I* [II*t 1969 | 1970} I II | IIL | Iv 1 I
Seasonally adjusted at annual rates Seasonally adjusted
Billions of dollars Index numbers, 1958=100

Table 13.—Federal Government Receipts and Expenditures (3.1, 3.2)  Table 16.~Implicit Price Deflators for Gross National Product (8.1)

Federal Governmentreceipts. ... ... 196.9 [191.5 [191,6 |193.8 |191.3 [189,3 |195.6 | 198.3 Gross national produet....._..__. 128, 21(135. 29,132, 82(134, 32(135, 97(138. 07/139.88|141, 30
Personal tax and nontax receipts...} 94.9 1922 | 93.8 | 94.5 1 80.7 | 91.0 | 87.6 | 88.4 Personal consumption expenditures.._|123.5 (129,4 |127.3 [128,7 {129,9 |131,7 |133.0 | 134.3
Corporate profits tax accruals.......| 36.3 | 30.6 | 30.6 | 30.9 [ 31.9 | 29.0 | 32.4 | 33.5
Indirect business tax and nontax Durable goods........ .0 1108.9 [107.6 |108.2 |109.2 |110.8 (112.5 | 113.0

aceurals. . . .. ... 19.0 119,31 19.0 | 19.11 19,7 | 19.4 | 20.6 | 20.6 Nondurable goods. .1 (127.7 1126, 1 1127.4 [128.1 {129,2 (130.0 | 131.8
Contributions for social insurance...] 46.8 | 490.3 | 48.2 | 49.2 | 50.0 | 40.8 | 55.0 | 55.9 12 4 10 .2 [140.2 {137.4 139.3 (141.0 (143.1 [145.6 | 147.6

Federal Government expenditures__... 189.5 |205.1 |196.1 [207.9 |206.7 {2098 |213.2 | 220,9  Gross private domesticinvestment..._.|....._ | . .| . ... oo loliiio|aoo ol

Purchases of goods and services.._... 99,2 | 97.2 |100.2 | 96.8 | 96.1 ) 95.9 | 96.7 | 95.7 Fixed investment....._...__.__._.__. 126.4 {132.6 (129.8 {131.2 (183.3 {136.2 1137.7 { 139.7
National defense . 75.4 | 78.9 | 75.1 | 74.2 | 78.2 | 78.0 | 7L8

............................. . 21.9 | 21.3 | 21.6 | 21.9 | 22.7|23.7| 23.9 Nonresidential . _.....__........._]123.0 [130.0 {127.0 [128.6 (130.7 {133.6 {134.5 | 136.1

63.4 | 56.1 653 | 64.6 ( 67.5 | 69.6 | 77.5 Structures. _ ... ... .. 141.1 (152.0 [146.9 (149.6 {154.1 {157.9 (150.6 | 165.7

61.2 | 564.0 | 63.3 | 62.4 | 65.0 ) 67.4 | 75.3 Producers’ durable equipment _.]115.1 [120.1 [118.1 |119.3 {120.6 (122.6 |123.4 | 123.8
22} 21| 20| 23| 24| 2.2 2.2

140.9 1143.8 {144.7 (147.9 | 150, 4

Grants-in-aid to State and local gov- 140,9 1143.9 |144.8 (148.0 | 150.5

P2 518 (10 11 7 S 20.3 [ 24.4123.023.9)24.9 259|273 20.5 138.5 {130.4 1140.0 [141.4 | 143.7

Netinterest pald.. oo oo ... 13.1 {14.6 | 14.3 | 14.3 [ 15.0 | 14.8 | 14.0 | 13.4 Change in business inventories. .. ...} o ool ooee oo iimm e ecee e e

Subsidies less current surplus of gov- Net exports of goodsand services. . ... |...__{ .. (oo o |ci o |aaoi ool
ernment enterprises............... 46 ) 556! 60 55, 58| 57 57 4.8

Exports. oo aeaas 114.7 {120.6 {119.2 {119.8 (121.6 (121.7 |125.2 | 125.2

Less: Wage accrusals less disburse- Imports. - cocoe oo 110.8 {119.2 [116.2 |117.7 [121.4 [121.5 (123.4 | 123.8
ments. oo eiimiaeas .0 0| 25 (=21 ~.4 .0 .0 .0

Government purchases of goods and

Surplus or deficit (—), national services_ ... ... ._..._..... 144.0 |157.3 (152.4 (156,1 (159.3 {1617 [165.8 | 167.9
income and productaccounts..._| 7.3 (—13.6/—4,5 (—14,1/—15,4|—20,5/—17,5/—22,5

Federal . ..o 134.4 {148.6 |144.3 [148.2 [150.5 (151.8 |157.2 | 158.2

Stateand Jocal. . o ... _......... 153.9 {165.1 [160.0 ]163.1 ]166.8 (170.2 |172.8 | 175.5

Table 14.—State and Local Government Receipts and Expenditures
3.3, 3.4) Table 17.—Implicit Price Deflators for Gross National Product by
Major Type of Product (8.2)

Stateand local governmentreceipts. .. ... 119,0 |133,4 {128,0 |131,9 |135.3 |138,5 |143,7 | 149,2

Gross national product 128, 21|135, 29 132, 82|134, 32(135. 97138, 07{139.88|141, 30

4

Personal tax and nontax receipts....| 21.3 | 23.6 | 23.0 | 23. 5 23 8242|251 25 6

Corporate profits tax aceruals. - ... 34| 35| 35| 35! 87| 33| 3.8 Finalsales................... 128.3 (135.3 (132.8 [134.4 [136.0 |138.2 |140.0 | 141.5
Indirectlbusiness tax and nontax | 6.7 | 73.6 | 70.7 | 72.8 | 74.5 | T6.4 | 78.7 Sl 1 Goodsontput._—....o ... z.s li2z.3 11207 1216 122.6 1241 |125.0 | 125.7

BCCTUAIS <o e oo e ocmaacccmmas

Contributions for socislinsurance....{ 7.3 | 83| 7.9 82| 84| 87| 8.9 9.1 Durable goods. - . 1117 1264 [114.0 [114.5 [115.8 {117, 5 [118.5 | 118.9
Federal grants-in-aid............... 20.3|24.4 2301239249259 27.3] 2.5 Nondurable goods. 121.4 [127.0 |125.4 1266 [127.6 |128.3 [120.7 | 130.6
State and local government expendi- |118,9 (132,9 |126,9 |130,0 |135,1 (139,8 |144.1 | 147,7 Services. . 140.9 |150.1 |146.8 [149.2 151.0 [153.2 |156.6 | 158.6

‘ures ______________________________ - - . o e o . 0 o o
Purchases of goods and services......|110.6 [122.2 |117.1 [110.7 [124.0 [127.0 |11, 5 | 13,5 ~ Structured.oc.ooooooriniinooin 140.9 |150.2 |145.7 (1479 |152.5 |i64.9 |167.1 | 1611

Transfer payments to persons. - 11.8 | 14.4 {1 13.3 | 14.0 | 14.8 | 15.6 | 16.4 ls‘g Addendum:

getixéterest{)ald Sof i .0 .1 .1 .1 .1 .2 .3
ess: Current surplus of governmen
enterprises _p ___________________ 35| 38| 36| 38| 89| 40| 40 at Gross autoproduct. ... ... .. ... 104.5 |107.9 (106.2 (106.6 (107.8 |112.4 |114.4 | 115.2

Surpl deficit (), national . s . .
??J&eiia.?}oﬁucfa&oﬁ?m‘f'_'i_ | .5 11| 19| .2|-1.3]-.4| 1e¢ Table 18.~Implicit Price Deflators for Gross National Product by

Sector (8.4)

Table 15.—Sources and Uses of Gross Saving (5.1) 128, 21135, 29/132, 82(134, 32/135, 97|13, 07, 139, 88141, 30
124, 29(130, 38128, 13|129, 431131, 00/132, 98134, 45,135, 84
Gross privatesaving.__._._..._.____.__ 133.5 |153.4 |142.4 [153,3 [167.8 (160,0 |167,7 | 172,4
123.2 1129.0 |126.8 |128.1 (129.5 |131.4 (132.9 | 134.2
Personal saving...........___...... 37.9 | 64.1 [ 46.2 | 54.2 | 57.4 | 68.5 | 68.4 | 60.9 123.5 [129.4 |126.8 {128.4 (130.0 {132.4 [133.7 | 135.0
Undistributed corporate profits... __ 20,0 | 16.2 § 16.6 | 16.4 | 17.7 | 14.3 | 17.3 19,2 115.5 (118.0 ]126.8 |120.0 |116.8 |108.4 (112.8 | 115.6
Corporate inventory valuation ad- .
Justment. . .. . _........ ~8§.5|—4.5 |{—5.8 |—4.2 |[—5.5 [—2.6 |-38.5 | =5.1 Households and institutions_ ....... 172.8 |186.8 |- cococaonemaeimefeece e femeaas
Corporate capital consumption
allowances. - - coomiiaaccaeannn 51.3 | 56.2 | 54.4 | 56.7 [ 56.7 | 58.0 [ 62.6 | 64.0 General government._ _.._..._____..... 171.1 |188,7 |183,8 (187.5 |190,4 (193.2 (199,6 | 201.9
Noncorporate capital consumption
allowanees.cce o oeeeoiiiiiaiaenn 20.9 | 31.4 | 31.0 | 31.3 [31.5|3L.8 |32.9 | 33.3
Wage aceruals less disbursements....} .0\ .0} .0 .0} .0} .0 .0 -0 Table 19.—Gross National Product: Change from Preceding
Government surplus or deficit (—), Period (7.7)
national fncome and product
ACCOUNS. ... 7.4 (—13,11-3.4 |-12,2|~15,2(—21,7|—17,9{-21,0
Percent Percent at annual rate
Federal. cueu e 7.3 (—13.6{—4.5 |[—14.1{—16.4|—20. §|—17.5/~22.5
State and loeal.. ... ... .1 b5 L1 L9 .2 (=13 | —.4 16
Grosa national product:
Capital grants received by the United Current dollars. . ........o_......... 7.5 | 4.8 3.4 53| 6.3 20138 8.3
(1T RN EEU .9 .9 .9 .9 .9 7 1 Constant dollars___..._...__...._._. 2.5 —.6 ;=30 .71 .3 |-41} 80 4.0
Implicit price deflator............__. 48| 55| 66| 4.6 50| 6.3 53 4.1
Grogsinvestment..____._.__.._._.._._. 136.9 (136.6 {132.6 {136.2 (140.2 (1375 [145.6 | 147.7 Chain price index_ - _....._......... 49| 63| 57| 50| 47| 56| 64| 48
QGross private domestic investment..|137.8 {135.3 |131.2 (134.1 [138.6 (137.3 |143.8 | 152.4 Gross private product:
Net foreign investment______________ -9 13| 14| 20] 1.6 .2| 1.8)—47 Current doMars. . ........___........ 7.3 42| 22| 50| 65| 1.513.4| 8.7
Constant dollars._ . _.....co...co.... 2.6 | —.7 (=31 8| L5 ([~4.4| 85 4.3
Statistical discrepancy. .. __._..___. —4,1 [—4,5 |-7.83 5.8 [—3.2 |~1.6 |—4.9 | —4.4 Implicit price deflator....... ... 45| 49| 54 41| 49 62| 4.5 4,2
Chain price index. . -caocooumenae.. 46| 4.7| 4.5) 46| 4.5 & 5.5 4.8

* See footnote on page 10.
1 See footnote on page 10.
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By FREDERICK CUTLER

Benchmark Survey of U.J.
Direct Investment Abroad, 1966

Much new information on U.S. direct
investments abroad has been obtained
from a comprehensive survey conducted
by OBE. A volume of data has just been
published entitled United States Direct
! Investments Abroad, 1966 Part 1: Balance

of Payments Data. It presents detailed
statistics of capital flows, net earnings,
the reinvestment of earnings, and the
receipt of all types of income by U.S.
owners, including royalties and fees,
together with a full description of
methodology.

—“

AMERICAN direct  investments
abroad have received increasing atten-
tion in recent years. Their rapid growth
has influenced the pattern of inter-
national trade, resulted in substantial
U.S. receipts of profits and dividends,
and transferred U.S. capital, tech-
nology, and managerial talent abroad.
Detailed information about some
aspects of these multinational activities
has just been published by OBE under
the title United States Direct Investments
Abroad, 1966 Part 1: Balance of Pay-
ments Data, a supplement to the Survey

the foreign enterprises and on the type
of transactions with U.S. owners. It also
presents data classified by extent of
U.S. ownership and by age of the
foreign affiliate and provides such
details as transactions between primary
and secondary foreign enterprises, gross
versus net capital flows, profits and
losses of foreign branches, royalties and
related fees received from foreign affil-
iates for the use of the technology and
know-how transferred to them and
service charges and rentals collected
from affiliates.

Part II of the survey will be pub-
lished in separate segments based on
the industry classification of the U.S.
owners. It will include data on the
financial statements and operating sta-
tistics of the foreign affiliates.

This article highlights a few of the
interesting findings of the survey. One
is that despite very large increases
between 1950 and 1966 in direct invest-

ment outflows and in the combined
income (dividends, interest, branch
earnings, and fees and royalties) paid
to U.S. owners, the difference between
the two flows changed surprisingly
little.

These caleulations, however, do not
take account of all the balance of pay-
ments flows related to direct invest-
ments, nor are they intended to measure
the overall impact on the balance of
payments of direct investments. For
instance, part of U.S. direct investments
abroad is financed by borrowing from
foreigners and these offsetting inflows
are not counted here. Likewise, the
considerable impact of direct invest-
ment on trade flows is not taken into
account. Similar qualifications apply to
the other points made below.

A second finding relates to the link
between capital flows and earnings, on
the one hand, and the date of estab-
lishment or acquisition of foreign affili-

Table 1.—Capital Flows and Combined Income Receipts, 1950 and 1966

[Millions of dolars; balance of payments outflows (—)]

: . . .
Of Ourrent Bu‘%ness’ The lnformatlon Capital flows Interest, dividends Royalties and fees Net flows
is based on a comprehensive benchmark Area and country and branch earnings
survey of about 3,400 US owners 1950 | 1966 | Change | 1950 | 1966 | Change | 1950 | 1966 | Change | 1950 | 1966 |Change
covering over 23,000 foreign affiliates.
Previous benchmark surveys were Al countries, total. ... |-621 |—4,267 | —3,646 | 1,20 | 3,938 | 2,644 | 251 1,099 868 | 904 | 770 —134
conducted by OBE for the years 1950 Developed countries. ... |-463 (~3,677 | —3,114 | 440 | 1,520 | 1,080 122| 821| 99| 99|-1,236 | —1,335
and 1957. Canade_..__..._.... 087 1,336 | —1,040 | 204 | 725 31| 35| o2 187 42| —389| —4m
P I of th i n Europe. - o [-121 |-1670 | —Ls# | D8 | 6ud 526 | 73| 490 47| 70| —836 | —906
epublic of Sou
art 1 of the survey provides the Attica oo - -® Sl o8 B 2 3l ul -7 a i
1t1 - Japan...._...._...... -7 - —47 -
deﬁmtlve measul'&ble balance Of p a'y Australia__........_. —24 —-175 -151 11 44 33 [ 50 44 -7 —-8} -74
ments results of all direct investments New Zealand. ... it Bt B 2| w0 8 1y 3 Ll I -3
. . Less devel tries.|— - —532 | ss4|2,418| 1,564 | 109 218 169 | 805 | 2,006 | 1,201
for the year 1966, and is organized to “"L ‘:’el"e" :‘“‘“ ries. |~ 158 | —6%0
. atin American
show extensive breakdowns by country oRepuplics......... 45| —276 | -mi| s o) 7| 65| 1 90| 533 790 | 256
. .. . ther Western
and industry. In addition, it presents Hemisphere....___. —6| —10| ~—144| 10| 165 155 1l 12 unl s 28 2
dotailed information on th e TR T TR A
iddle East__.. —63| —68 -5
etatled information on the structure o Other Far East_.....| —9| —58| —49| ‘84| 125 4| 31| 46 15] 106 13 7
International. _....._ —25 —60 -35 11 70 59 | n.s.s. 22 2| —-14 32 46
Dl.Availa‘t:)le ‘z}.ts$1é75 per copy tr(;mt htlheosfgperi‘{}te?lcii;legt of ns.s. Not separately shown.
ocuments, U.S. Government Prin ce, Was ton — i { .
D.C. 20402 or any Commerce Dep&xgtment Field Office. Norz.—Detail may not add to totals because of rounding
Stock number 0310 0039 Source: U.8. Department of Commerce, Office of Business Economics.
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ates, on the other. It turns out that
while a large part of capital flows goes
to recently established affiliates, about
87 percent of earnings are earned by
affiliates established before 1958. These
findings, for which the reasons are com-
plex, suggest that direct investment
capital outflows do little in the short
run to generate earnings or to benefit
the balance of payments through the
generation of income payments. The
more mature affiliates provide for their
expansion needs with reinvested
earnings and are the primary source of
income flows.

The survey generally supports the
validity of the estimates regularly made
by OBE for inclusion in the balance of
payments accounts. The data used for
the balance of payments statistics are

SURVEY OF CURRENT BUSINESS

based on a sample of about 1,000
companies reporting quarterly on their
transactions with foreign affiliates, out
of a total of about 3,400 companies
having such foreign investments. The
sample data on combined income (in-
cluding royalties and fees) and on
earnings are blown up to ‘‘universe’”
totals. The 1966 income receipts figures
estimated this way for use in the
balance of payments accounts were
found to be less than 5 percent larger
than the receipts figures obtained in
the comprehensive survey. Excluding
royalties and fees, the overestimate was
a mere 3 percent. A greater discrepancy
was found between the OBE capital
flow estimates for 1966 and the figures
obtained in the survey, with the former
some 14 percent below the survey

Table 2.—Net Earnings and Net Capital Flows in 1966, by Year of Establishment or Acqui-
sition of Foreign Afliliate

{Millions of dollars)

Year of establishment or acquisition
Area and Country Total 1957
and 1958 | 1959 1960 1961 1962 1963 1964 1965 1966
prior
years
Net earnings for 1966:
All countries, tofal_..__.__.__....__ 5,614 4,891 160 192 180 91 55 32 16| —18 14
2,590 2,254 83 89 111 48 10 27| =22 ~8 -5
1,224 1,088 14 10 24 25 9 16 13 20 3
1,045 890 66 73 60 16 -8 19 —36 —28 —8
362 372 20 22 29 -7 —24 —4 —24 —-15 -5
p .- 683 518 46 51 32 23 15 23 —-12 —-12 -3
Republic of South Africa___._. 111 89 1 3 13 1 1 20 (* MY 1
Japan.. . ... 80 72 (% 1 4 6 2 -5 1 —1 -1
Australia..__.__.____ 115 102 2 2 9 **) 5 -3 —1 **) **)
New Zealand 15 13 ** ! *® 1 ** 1 -2 1 1 **)
Less developed countries_._.____.| 3,025 2,637 ki 102 69 43 45 5 37| -1 21
Latin American Republics. ... 1,193 1,037 34 26 26 26 10 [ —-10 34 5 3
Other Western Hemisphere.__. 200 161 1 5 16 4 2 5 6 **) 1
Other Africa__.________________ 272 256 8 15 7 -2 2 —13 -2 1 1
Middle East.._... 941 907 6 28 3 1 -5 19 -10 -15 6
Other Far East.._ 186 123 10 2 5 12 24 ... 3 3 4
International.....__._.___..._. 233 153 18 26 12 2 12 4 6 -5 6
Net capital flows for 1966
(outflows (—)):
All countries, total..____._.___.____ —4,267 | —~1,371 | —95 | —107 | —118 | —134 | —175 | —270 | —336 | —603 | ~1,059
Developed countries_._.._.._..__ —3,677 | —1,382 | —61| —66 | —77 | —102 | —155 | —199 | —267 | —4569 —1780
Canada...... ... ......... -1,336 -804 -16 -8 | —13 -11 —38 —54 | —148 [ —148 —-97
Burope ... ... -1,970 —537 —41 —55 —65 —75 | =119 | —104 | --105 | —261 — 606
Common Market...._ ... —1, 229 —~342 —32 —40 —23 —63 —84 —40 —63 -85 —456
Other Europe............... —741 -195 —10 —15 —42 —12 ~35 —63 —43 | =175 -150
Republic of South Africa —28 —15 —1 (**) 3 **) -2 -1 =3 | (*% —8
Japan.... —54 —24 | | ] ™ 5| (™| -1 =3| (* -1
Austrialia_ —175 9 -3 -3 -2 | —29 51 —28 -8 -—59 -58
New Zealan —14 1| ™| ™| e e -1 -1 ~1 *"
Less developed countries. ... ... —691 12| —35| —40| —40| —-13| -—22 | —-71 | —69 | —134 —279
Latin American Republics. . .. —276 69 | —24 | —44 -2 —2| -8 —-21j -39 | —45 —134
Other We§tern Hemisphere_ _ . —149 =55 | —17 **) -8 1 **) -6 -16 -4 —45
Other Africa__.__.. .. __.___._. —80 36 —4 **) —22 1 —12 -2 | -31 -2 =22 -23
Middle East.__... —68 —57 **) -~6 -1 **) 6 2 —6 -3 -2
Other Far East.__. - 58 27 -3 ~2 | 1 -5 —11 -7 | —26 —31
International . ____..__..______. —60 —8 13 12 -7 -1 12 —4 1 —34 —44

**Less than $500,000.
Norte.—Details may not add to totals because of rounding.

Source: U.S. Department of Commerce, Office of Business Economics.
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findings. This underestimate is mainly
due to the fact that the capital flows
of the sample are used in the balance
of payments accounts as reported,
with no attempt made so far to blow
them up to a universe total. A matched
group of reporters produces much
closer correspondence between the sur-
vey findings and the results from the
regular sample.

Income and capital flows

OBE'’s first complete investment sur-
vey after World War II was for the
year 1950. Between then and 1966,
net annual capital outflows of direct
investors rose about $3.65 billion and
their combined income (interest, divi-
dends, branch profits, fees, royalties,
and rentals) rose about $3.5 billion
(table 1). As a result, the positive
net balance of payments effect from
these direct investment transactions
was reduced from $904 million in 1950
to $770 million in 1966,

The adverse shift in the difference
between direct investment capital flows
and income was especially sharp in
manufacturing. Capital outflows to
manufacturing affiliates rose from $190
million in 1950 to $1,965 million in
1966 while return flows of combined
income increased from about $450
million to $1,600 million.

The net flow from the developed
countries as a group (Europe, Canada,
Japan, South Africa, Australia, and
New Zealand) deteriorateu by $1.4
billion in the 16-year period, with
Europe accounting for about two-thirds
of the shift (table 1). Most of the shift
occurred after 1958, as multinational
firms made a major effort to increase
production facilities in developed coun-
tries. The creation and the subsequent
rapid economic growth of the European
Common Market gave major stimulus
to companies to establish new facilities
there or to enlarge existing positions,
and, as discussed below, new affiliates
tend to show low ratios of earnings to
capital flows.

The net flow from the less developed
countries, on the other hand, improved
by $1.2 billion, from $0.8 billion in 1950
to $2.0 billion in 1966. This was largely
attributable to growth in the earnings
of U.S. oil companies’ branches in oil-
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exporting countries. A favorable balance
of $1.7 billion was achieved in 1966 in
transactions with major oil-producing
countries in the Middle East, Libya,
Venezuela and Indonesia, while other
less developed countries combined ac-
counted for only $0.3 billion. Part of
the favorable shift in the oil-producing
countries may reflect a tendency for
affiliates there to be relatively mature
and thus have high ratios of earnings
to capital flows. But other factors were
probably more important. During the
period 1950-66, governments in the oil
countries stimulated price increases for
oil produced in these countries. This
worked to increase taxable income, tax
collections of the governments, and
after-tax profits of the producers.

Influence of age of affiliates

Older enterprises differ from newly
acquired or established enterprises in
that the older ones tend to have
established markets, their heavy start-
ing-out expenditures have long since
been met, and a significant amount of
their plant facilities has been depre-
ciated. Older enterprises thus tend to
have significantly larger amounts of
earnings available for payment to the
owners or for reinvestment in plant or
other assets than do new enterprises,
their need for external financing is
smaller, and their parents are less
frequently called upon to provide funds.

The survey found that about 87
percent of 1966 direct-investment earn-
ings (about $4.9 billion out of a total
$5.6 billion) was earned by affiliates
established by their U.S. owners or
acquired by them prior to 1958 (table
2). Affiliates established or acquired in
1958 through 1960 accounted for 10
percent of 1966 earnings and those
dating from 1961 or later accounted
for only 3 percent. In the European
Common Market, affiliates established
or acquired in 1961 or later showed ag-
gregate net losses of $80 million in 1966
while affiliates established or acquired
in 1960 or earlier had aggregate earnings
of $440 million.

It was also true with respect to
dividends, interest, and branch profits

SURVEY OF CURRENT BUSINESS

affiliates predating 1958 and 3 percent
from affiliates established or acquired
in the 1961-66 period. The similarity
to the pattern in earnings suggests that
the affiliates’ payout ratios do not vary
much by age of affiliate.

The total net capital outflow to
affiliates was $4.3 billion in 1966, of
which only 32 percent ($1.4 billion)
was invested in firms established or
acquired prior to 1958, while 60 percent,
(82.6 billion) was invested in saffiliates
dating from 1961 through 1966.

Extent of U.S. ownership

Table 3 relates earnings and balance
of payments transactions to the per-
centage of U.S. ownership. About 70
percent of the foreign organizations
reported in the survey were essentially
wholly-owned (95-100 percent), in-
cluding foreign branches of U.S. corpo-
rations; 18 percent were majority-owned
(50-94 percent) and 12 percent were
minority-owned.

Wholly-owned enterprises accounted
for more than 80 percent of net earn-
ings, but for only 65 percent of net
capital outflows. The comparable figures
for wholly-owned manufacturing affili-
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ates were 78 percent of net earnings and
58 percent of net capital flows; for
petroleum affiliates, the figures were
88 percent and 69 percent, respectively.
Thus, the ratio of earnings to capital
flows was more favorable for wholly-
owned affiliates than for affiliates in
which U.S. ownership was smaller.
This relation, however, could be the
reflection of a tendency for wholly-
owned enterprises to be older than
affiliates in which U.S. ownership is
smaller. If this is so, the large earnings
may reflect maturity rather than owner-
ship.

Coverage and methodology

Reporting on direct investments is
mandatory under the provisions of Sec-
tion 8 of the Bretton Woods Agreements
Act. The Instructions and Regulations
for the OBE survey were published in
the Federal Register in August 1967, and
notice of the reporting requirements was
widely publicized. Forms and instruc-
tions were mailed directly to all inves-
tors listed in OBE’s records and to those
others requesting forms. Most reports
were returned by the summer of 1968.

(Continued on page 44)

Table 3.—Selected Data on United States Direct Investments, 1966, by Major Industry and
Extent of U.S. Ownership

[Millions of dollars]

Item and percent of U.S, Agricul- [ Mining Manufac-| Public Finance | Other

ownership Total ture and Petroleum| turing | utilities Trade | and industries
smelting insurance
Net capital outflows (),

total ’ 4,267 27 321 878 1,966 94 329 500 152
2,716 23 244 609 1,139 47 248 320 85
715 1 37 214 320 7 51 53 32
306 1 26 37 191 5 18 18 11
71 ** 4 —3 35 1 2 13 19
458 2 10 21 281 33 1 95 5
5,614 39 634 1,888 1,914 181 495 257 205
4, 584 34 435 1,672 1, 489 129 412 226 186
735 4 116 171 209 43 65 12 25
188 1 63 28 79 3 6 10 —2
92 **) 19 9 42 6 10 10 —4

15 **) 1 8 5 (t*) 1 (u) **)

Interest, dividends and

branch earnings, total_..__ 3,938 34 516 1,766 993 71 236 216 106
00 3,284 31 386 1, 606 764 35 180 186 97
430 1 69 114 141 28 46 17 14
90 **) 42 12 34 2 1 3 —4
52 **) 11 7 21 1 8 5 —2
81 1 7 27 34 5 1 6 1
1,790 6 125 162 914 134 259 90 100
1,320 3 57 81 689 98 232 70 89
321 2 40 54 157 30 20 7 10
105 1 21 22 46 2 5 7 2
39 (**) 7 19 4 2 5 - —2

4 **) % **) 3 ** **) **) *%

** Less than $500,000.

1. This represents partial ownership of affiliated and non-affiliated U.S. owners in foreign organizations in which another

U.S. owner owns 25 percent or more of the voting stock.

paid to U.S. parents that about 90
percent of the 1966 total came from

Note.—Details may not add to totals because of rounding.
Source: U.S. Department of Commerce, Office of Business Economics.
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By ALLAN H. YOUNG, LEO C. MALEY, JR.,
SALLY R. REED, and ROY A. SEATON II

Interindustry Transactions in New Structures and Equipment, 1963

This article presents a “‘capital flow”
table that shows the flows in 1963 of
new structures and equipment from
producing industries to using indus-
tries. This is the first such table prepared
by OBE. It expands the information on
fixed capital contained in OBE’s input-
output table for 1963 by showing the
types of new capital goods received by
each industry.

THIS report presents estimates of the
flows of new structures and equipment
from producing industries to using in-
dustries.! These new estimates, shown
as a ‘“capital flow” table, expand the
information on capital goods that is
contained in OBE’s input-output table
for 1963. The input-output table records
the interindustry transactions in goods
and services purchased on current ac-
count.? The output of new structures
and equipment is shown in such a table
as purchased by the final demand
sectors “investors,” ‘foreigners,” and
“government.”” The capital flow table
disaggregates the investors sector so as
to show flows of new capital to each
using industry.

The capital flow table for 1963, and
tables for later years that might be
prepared, can be put to several uses.
One obvious and important use of in-
put-output tables is by a business firm

1. This work is part of the Federal Government’s Inter-
agency Growth Study. Guidance for this research program is
provided by an interagency steering committee consisting of
representatives of the Office of Business Economics, the
Bureau of Lahor Statistics, the Office of Management and

Budget, and the Council of Economic Advisers. The com-
mittee is chaired by a member of the Council.

2. The 1963 input-output study is described in ‘“Input-
Output Structure of the U.S. Economy: 1963,”’ SURVEY OF
CURRENT BUSINEsS, November 1969. That article presented
the 1963 input-output tables aggregated to 85 industries. More
detailed tables showing 367 industries are contained in
Input-Output Structure of the U.S. Economy: 1968, Volume 1,
Transactions Data for Detailed Industries; Volume 2, Direct
Reguirements for Detailed Industries; and Volume 3, Total
Reguirements for Detailed Industries (available for $1.75 each
from the Superintendent of Documents, U.S. Government
Printing Office). These data are also available on magnetic
tape. Inquiries about purchase of the tapes should be directed
to OBE.
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wishing to compare its market pattern
with that for its industry as a whole.
Since the input-output table provides
such marketing information only for
products that are purchased on current
account, capital goods producers have
not been able to use the input-output
table in this way. The capital flow table
fills this gap by providing a fairly de-
tailed look at the markets for each type
of capital good.

Another application of input-output
in which the capital flow table can be
used is in measuring the impact on each
industry of a change in the level of in-
vestment spending by a given industry.
The capital flow table, which provides
information on the types of capital used
by each industry, can be used to trans-
late a specified global level of invest-
ment spending for structures and for
equipment by an industry into the de-
tailed requirements placed on the con-
struction and equipment producing in-
dustries. These requirements, which
comprise a bill of goods, can then be
applied against an input-output table
of total requirements to obtain the im-
pact of the investment spending on
each industry®

The data in capital flow tables have
important applications in areas not
directly related to input-output. One
such application is the estimation of
(Aol anch Inditettis) fromn cach InGUSIEY Tor o ALvon ine
dustry to deliver one dollar of output to final demand. A bill
of goods is a breakdown of the composition of a purchase by

final demand according to the industry categories of the in-
put-output table.

Further discussion of the preparation of bills of goods is
contained in the November 1969 SURVEY article and in
Beatrice N. Vaccara’s ‘““An Input-Output Method for Long-
Range Economic Projections’ in the July 1971 SURVEY.

The long-term projections prepared by the Bureau of Labor
Statistics were an input-output application in which a capital
flow table was used to translate capital requirements of each
industry into demands placed on the construction and equip-
ment producing industries. A capital flow table prepared by
BLS for 1958 was used. The BLS projections are deseribed in
Projections 1970, BLS Bulletin No. 1536, December 1966, and
Patterns of U.S. Economic Growth, BLS Bulletin No. 1672,
1970.

capital stocks by industry and by type
of asset. A series of capital flow tables
will provide a basis for estimating cap-
ital stocks in more detail than is now
possible—e.g., by type of asset for each
user industry shown in the capital flow
tables.

Layout of the table

Capital flow tables can be prepared
on the basis of either user or owner.
The information in the two types of
tables will differ to the extent that new
capital is rented among industries.
Among the products for which the
difference between the user and owner
bases is important are automobiles,
airplanes, railroad cars, computers, and
structures. The 1963 table presented in
this article is on a user basis. While it
would be desirable to have tables on
both bases, an owner table was not
prepared because, in general, data on
the ownership of rented new capital are
not available.

Chart 7 illustrates the relationship of
the capital flow table to the input-
output table. In the input-output table
the interindustry flows are recorded in
the blue area. These flows represent the
goods and services purchased on current
account. The producing industries are
listed down the side and the consuming
industries across the top. The input-

4. The OBE-SEC survey estimates of total expenditures
for new plant and equipment by industry are largely on an
owner basis. However, the survey provides little information
on type of asset that would facilitate construction of an
owner table. In addition, there are differences in coverage
and classificaticn between the OBE-SEC data and the gross
private fixed capital formation component of GNP in the
input-cutput table. The OBE-SEC estimates do not include
capital expenditures of farm enterprises, professional persons,
nonprofit institutions, and real estate operators. They also
exclude, while the GNP component includes, oil well drilling
costs charged to current expense and expenditures for pas-
senger cars for business purposes by salaried workers who
receive reimbursement for the use of their cars. The OBE-
SEC survey is reported on a company basis with the com-
pany’s total capital expenditures—for its primary activity as
well as all its secondary activity—being assigned to the
primary industry. The input-cutput table and capital flow
table are prepared on a modified establishment basis which
in many instances incorporates adjustments to the establish-
ment data that subtract the secondary activities from the
producing industries and add them to the primary industry.
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output table also records the sales of
goods and services to final demand as
well as each industry’s value added.
The sum of sales to final demand and
the sum of industries’ value added are
both equal to GNP,

The capital flow table disaggregates
the final demand column labeled in-

SURVEY OF CURRENT BUSINESS

vestors.® Individual industries that use
capital are listed across the top of the
capital flow table. Industries that
produce capital are listed down the
side. In the simplified and highly

5. While net inventory change is included in the investors
column, it is not included in the capital flow table.
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aggregated table in chart 7, the capital
producing industries are construction
and manufacturing. The trade and
transportation industries are also shown
as producers of capital goods because,
as in OBE’s input-output tables, flows
are recorded in producers’ prices and
the associated trade margins and trans-

A CHART 7

INPUT-OUTPUT FLOW TABLE

Construc- | Manufac Transpor: Final arkets
Agriculture | Mining Seaad T Trade SPET L Services Other
tion turing fation Persons Foreigners Govern-
ment
Agriculture
Mining
Construction §
" ——
Manufacturing 5 & o
g 5—— 2
g i =
Trade 2 E .
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Transportation § = g
] 5_ | & |
Services é é é
Other [ 2 8
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|
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portation costs are entered in the trade
and transportation rows, i.e., as output
of those two industries.

Results of the Study

The capital flows for 1963, as esti-
mated in this study, are shown in
" table 1. Across the top of table 1 are
listed 76 industries that use capital.
These industries are the same as those
in the summary version of the 1963
input-output table that was published
in the November 1969 Survey. That
table contains 85 industries, of which
nine do not use capital.® Down the

6. The nine industries include the “dummy’’ and “special”’
industries, and government enterprises. The government
enterprise industries were excluded because capital purchases
of government enterprises are included in government pur-
chases rather than in gross private fixed capital formation.
The others are special construets which do not correspond to
real industries that use capital.

SURVEY OF CURRENT BUSINESS

side of table 1 are listed 31 industries
producing new equipment and a single
industry producing new construction.
In addition, as in the example in
chart 7, the table contains rows for
the trade and transportation costs. It
also contains rows for the following:
the cost of installing communication
equipment when that cost is capitalized
by the communications industry; the
commissions earned by the real estate
industry on the sale of structures; im-
ported equipment; and the costs of
insuring imported equipment during
shipment to the U.S. The total of the
entries in each row, shown in the last
column, is equal to that row’s entry in
the gross private fixed capital forma-
tion column in the 1963 input-output
table.

As shown in table 1, the total of
gross private fixed capital formation

August 1971

in 1963 was about $81 billion of which
equipment (including trade margins
and transportation costs) accounted
for about $3314 billion and construc-
tion for about $4714 billion. The
construction total includes private non-
farm residences, whose value was $25
billion. The table shows these resi-
dences as being supplied to the real
estate and rental industry. This is the
result of the convention in national
income accounting of treating home
ownership as a business and combining
it with rental housing in the real estate
and rental industry.

The largest producer of new equip-
ment in 1963 was the motor vehicle
and equipment industry, with almost
$5.7 billion of capital equipment sales.
The next largest was special industry
machinery and equipment with a little
over $2 billion. There were six indus-

Table 1.—Interindustry Transactions
[In millions of dollars

& —_ z g g & = g
£ | B | Z | BB S |3 ) 5 g | 28
° -] Sa ) bl = o
For the distribution of capital produced by an industry, read the | B2 % o s aé e g 4 e 3§ E'c 'gE g g*é B
row for that industry. :E 2w Sa gg 38 g8 B 25 < S%| 3 g .2 £8 gg
2 Y 5] = oa = @ wh, | 32w «Q =]
2 F(}r tlég chin;l)iosi:ion of capital used by an industry, read the column §.§ 2,%’ 3 %ﬁ g E £ E g = _: §.§ z g g ..5 g 35 § §
or that industry. 23 @ Bo 2 S =g — L~] B 5.8 I=x-1
. £5 |25 | E5 | 8% | =8 | 58| @ | BE |EES|2EE| 3z | E® | g8
g A (<] 4 < i Z 6] &) @ €] 4 = o
°
5 1 2 3 4 5 6 7 8 9 10 11 12 13
11 | New construetion. ... ... 441,8 | 805.2 55 30.5 53.2 311
17 | Miscellaneous textile goods and floor coverings. .
20 | Lumber and wood products, except containers. ... ... oo oo fooooooooee oo e e
22 | Household furniture._ ... ... . o . oo oo e | e
23 | Other furniture and fixtures.-._...__.._...__.
32 quber and miscellaneous plastics produets._
38 | Primary nonferrous metal manufacturing. .
39 | Metal containers e
40 | Heating, plumbing and structura prods
. 42 | Other fabricated metal produets. . ... oo ] ) e e
43 | Engines and turbines - .-« oo oiieeieieieic e .8 .1 .8 .5 . 3 . 3 .
44 | Farm machinery and equipment.._._._._._... | 25.5 {1,544, 5 .1 37.5 .1 .2 .9 Lo .6 .2 26. 4 11,8 .1
45 | Construction, mining and oil field machinery. . . .9 36.2 |ocoo e 9.5 33.7 | 122.0 | 218.1 74.4 21.2 | 827.6 | 314.9 .2
46 | Materials handling machinery and equipment.. .. ... . fooooooifeeoiooo|oami oo L0 L0 9.0 | ...l .. I SR I 3.3
47 | Metalworking machinery and equipment... .. - 1.6 1.8 1 .7 .3 .8 2.1 7.0 L5 .5 54.3 25.5 10.3
48 | Special industry machinery and equipment._. __ .3 2.4 5 21.5 .2 .6 .9 (&) 14 2.0 4.2 2.0 3.1
49 | General industrial machinery and equipment. - 2.0 19.2 |l L5 3.3 1,7 7 6.6 3.6 9.8 3.7 5.9
50 | Machine Shop proAuetS.. ... oo oo ooieeecicecmeee e ree e e e e e e e e e e
51 | Office, computing and accounting machines.. . 1.2 3.5 1 .4 1.3 2.1 2.6 13.3 2.3 13 18.2 8.0 4.8
52 | Bervice industry machines. ... _________ 1.0 2.5 1 .6 .1 .3 .3 1.4 .2 .1 7.1 3.1 2.4
83 | Electric industrial equipment and apparatus. 3.5 35| (M . 6.1 5. 6. 20.6 6.7 2.9 13.6 6.3 7.2
54 | Household appliances............... *) S S ) *) *) * ™) .1 .1 .1 .2 .4 .1
85 | Electric lighting and wiring equipment _ .. _. R *) *) ™ *) ™) ™ *) *) *) *) .2 .1 .5
56 | Radio, television and communication equipmen 1, 3.3 .2 .8 .1 .3 .1 2.6 A ™ 6.4 2.6 7.0
57 | Electronic components and accessories - . .. .. .ooeo ccceooooo I ) P T RO PR .1 .2 .2 10 .1 .1 .7 .3 .2
58 | Miscellaneous electrical machinery, equipment and supplies. ... |- oo |ceooo o feeeo faioiii L3 .4 4 M .2 P N PR JI .9
59 | Motor vehicles and equipment .. . .. . .o.ooo . 257.4 | 773.9 2.8 3.2 1.8 3.8 7.1 76.9 27.5 1.4 | 555.8 ( 26l.6 9.3
60 | Aircraft and parts_. ... ._._____ .1 1.2 .3 11.6 .2 .6 2.2 8.3 .6 .2 6.9 3.2 4.3
61 | Other transportation equipment..._. 5.1 47.4 23.1 [a.o. . 6.2 2.1 L8 | .9 .3 19,2 |ocoeoofeieeens
62 | Scientific and controlling instruments .4 L2 .1 .3 Lo 2.6 .8 20. 4 .8 .2 2.3 11 L7
63 | Optical, ophthalmic and photographic equipment.___.__...____..__. .4 1.4 2 1.0 -3 .7 .2 7.6 .2 .1 6.0 2.5 15
64 | Miscellaneous manufacturing_. ... ..._._....... *) [0 J7 PO *) ™) .1 .3 7 4™ .3 20 ™
65 | Transportation and warehousing. .. .._.._..._._._ 8.6 78.1 6 16 .7 14 4.4 7.5 3.3 .9 41.6 18.9 10
66 | Communications; except radio and TV broadeasting. . ... f-ooomolomma oo e e e e e e el
69 | Wholesale and retail trade 58,0 | 736.4 4.9 17.2 2.8 6.3 18.0 72.1 15.3 3.5 | 238.6 99.3 10.1
70 | Finance and insurance...__..... *) (2% (RO O S ) . ®*) (G5 NN PO, *) *) *)
71 | Real estate and rental.. ... 10.6 18,6 .1 .3 .6 .4 .5 3.7 .5 .1 1.4 .7 .3
80A | Directly allocated imports 7.3 6.3 a0 ® ®*) * 1 1.2 3™ 6.0 2.7 2
T. b TS [ 831,1 (4,147,.8 39,6 | 127.6 89,8 98,8 | 238,9 |2,962,2 | 188,9 52,3 (2,018,3 | 841.4 | 105.6
*Less than $50,000. private fixed capital formation sector and trade margins of 4-$512.8 million on its gross pur-

1 Excludes —$971 .6 million of net purchases of serap, used and secondhand goods by the gross

chase of used goods.
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tries that produced between $1.5 and
$2 billion of equipment. These were
radio, television, and communication
equipment; farm machinery and equip-
ment; electrical and industrial equip-
ment; construction, mining, and oil
field machinery and equipment; metal-
working machinery and equipment;
and office, computing, and accounting
machines, These eight industries ac-
counted for about two-thirds of all
equipment produced in 1963.

By far the largest user of new fixed
capital is the real estate and rental
industry, which received about $26.5
billion in 1963. Following in order of
importance are trade with $6.8 billion;
medical, educational services, and non-
profit institutions with $5.1 billion;
and electric, gas, water, and sanitary
services with $4.9 billion. Other in-
dustries that received more than $3

in New Structures and Equipment, 1963
at producers’ prices)

SURVEY OF CURRENT BUSINESS

billion of new fixed capital are agri-
cultural products other than livestock,
transportation and warehousing, and
communication except radio and TV
broadcasting. Of the 76 industries
shown in table 1, 52 are manufacturing
industries; in aggreagte they received
$12.3 billion or 15 percent of total
investment in structures and equip-
ment.

Distribution of the equipment pro-
duced by the office, computing, and
accounting machines industry can serve
as an illustration of the marketing in-
formation contained in an industry row
in table 1. In 1963, this industry pro-
duced about $1.6 billion of capital
equipment. The products of this in-
dustry were used in every industry
shown in the table. The largest users
were finance-insurance and trade, with
each receiving about $270 million of

19

new equipment. Other large users were
business services with $138 million,
medical, educational services, and non-
profit organizations with $94 million,
and transportation and warehousing
with $78 million. These five industries
accounted for about half of the use of
new office, computing, and accounting
machines.

Additional detail

Additional detail is available on the
products of the producing industries.’
Table A illustrates the greater detail
in terms of the detailed products sup-

7. Estimates are available at two levels of greater detail.
In both cases, the number of user industries remains at 76.
A table showing 102 industries producing equipment and 4
categories of new construction is available on request. The
producing industries in this table correspond to those shown
in the 367-industry I-O table (see footnote 2) and are essen-
tially on a four-digit SIC basis. In addition, a printout of the
estimates at the working level of 403 types of equipment and
%6 t$}éges of new construction can be purchased from OBE

or $85.
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=
14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 s}
356.9| 187| 50.6| 1.0.5| 358 9.7 | 128.2 3.3 238 1.3 | 9.8 11
1.6 .1 .4 .1 .7 .1 2™ .2 .1 .4 17
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_________________________________________________________________________________________________ 22
10.4 . 2.7 .5 4.8 .8 16 .1 L2 .7 ‘2.5 23
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17.1 1 .6 1 20 ™M B® .2 1 38.1 .4 40
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Tars| T 20| 77| L 0.6 Lo 50| N1 37 1e| 9.8 29|77 1879 | 8237 6.8 s 1| 0| ey 96| 51
48.6 4 3.3 .2 .9 .1 60 ™ .5 .2 2.0 .4 4.3 6.1 L3 2.0 .3 3.1 L5 52
32.4 .8 8.7 L6 3.3 .6 1.7 . 3.3 14| 682 2.3 6.3 | 50.4 8.8 2.8 L0 17.3 | 100 53
81 ™ 2l ™ 500 5 B ) ™ *) M .4 .5 1 d0M .4 2| 54
000 ®* *) ™ ™ * (*) -5 2™ ™) -1 .1 ™ * * .1 ) 85
1.3 .1 .3 . .2 .1 9 ™ i1 .1 1.3 .3 .9 Lg .1 .2 .1 .4 3| 56
2.3 .1 3™ .3 .1 2™ .2 .1 .5 1 .2 2.1 .5 .5 .5 16 51 87
3.7 .3 .9 .2 L3 1 L3 .1 .3 .1 14 .4 L2 2.1 .8 .4 .1 .5 L1 58
L3 | 49 5.2 15 11.6 L9 23.6 .6 4.9 2.7 8.7 4.6 3.1 13.4 3.7 5.9 2.3 7.4 7.5 59
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15.1 .8 2.6 .6 .3 .1 S® .2 .1 4.6 .5 .8 67.7 4.2 13.8 1 116 50| 62
10.9 . 10 .2 .4 .1 4™ .2 .1 3.4 .8 1.0 | 33.4 11 1.3 13 6.9 35| 63
L7l ™ .1 .1 11 .3 Ll (% .3 .2 .1 .1 L7 3™ .2 .1 .1 .3| 64
12,5 . 5.4 .9 2.9 .6 3.8 . .7 .4 9.8 2.2 4.9 10.9 1.9 L8 .5 2.7 4.1 gg
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NoTE.—Details may not add to totals because of rounding.

Source: U.S. Department of Commerce, Office of Business Ecenomics.
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Table A.—Detail on Products of the Office,
Computing, and Accounting Machines
Industries, 1963

Millions

of
dollars
COMPULETS. . oo emcm e ccecaeeaae 920.
Office machines, excluding computers.___...... 360.
Typewriters. ..o 13,

Railroad track and motor truck scales..........
Industrial scales. - .ocoouooaa.
Retail and commercial scales.

Mailing and parcel post scales......_........... 2
Office machines, not elsewhere classified. ... 163.

plied by the office, computing, and
accounting machines industry.

The table shows that computers
accounted for more than half of the
equipment supplied by the industry in
1963. The unpublished data show that
the distribution of computers to users
is roughly the same as the distribution

SURVEY OF CURRENT BUSINESS

pattern for the overall industry in table
1. The five largest users of computers
are the same as the largest users of the
overall industry’s output, as listed
above. The largest user is finance and
insurance with almost $170 mililion,
followed by business services with $92
million, medical, educational services,
and nonprofit organizations with $69
million, and trade and transportation-
warehousing with almost $50 million
each. It should be noted that the esti-
mates of the distribution of new com-
puters include the usage of computers
leased by the computer manufacturers
to other firms. In table 1, these com-
puters are shown as being used by the
lessee. The large flow to business
services includes computers used by
firms that are in the business of selling
computer time and services, often on
an hourly basis.

August 1971

Methodology

The estimates of gross private fixed
capital formation were developed as
part of the 1963 input-output table.?
In the input-output study, new private
construction is defined as the value-
put-in-place of private original erec-
tions, additions, and alterations which
increase the stock of facilities. New
private construction includes buildings,
such as dwellings and factories, and
nonbuilding facilities, such as railroads,
pipelines, and telephone and telegraph
facilities. Equipment that is an integral
part of the facility and essential for its

8. The 1963 figure for gross private fixed ecapital formation
as now published in the national income and product ac-
counts differs than that shown in table 1 because the former
has not yet been revised to conform to the input-output cal-
culations. The forthcoming benchmark revisions of the
national income and product accounts, which will incorporate
these calculations, may in turn result in some modifications
of the input-output information presented here.

Table 1.—Interindustry Transactions in New

[In millions of dollars

3 ¥ L8 3 |z | &
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11 | New construetion. ... ... ... 1.0 6.4 29.7 137.6 | 319.9 75.1 9.2 48.1 26. 4 59,9 9.4 20.2 17.0
17 | Miscellaneous textile goods and floor coverings. ____ . . . 7 . . . . . . .
20 | Lumber and wood produets, except containers. ... |l oo e e e e e
22 | Household furniture. . ... oo . .. e e e e e
23 | Other furniture and fixtures.____..._..________.__
32 | Rubber and miscellaneous plastics products..___.
38 | Primary nonferrous metal manufacturing..__.___
39 [ Metalcontainers_ ... .. . e e e e e e e
40 | Heating, plumbing and structural metal products 29,4 10.8 *) .1 .1
42 | Other fabricated metal produets. ... __________ T T _ _TT77C 52,7 *) *) 3.0 *)
43 | Enginesand turbines_. ... . . .. ... 17.3 8.3 .3 .8 .3 1.3 . .4
44 | Farm machinery and equipment. .. ________. .1 1 [0 N E *) .1 *)
45 | Construction, mining and oil field machinery . . .2 . 10.9 L5 .1 1.2 .2 .5 . .2
46 | Materials handling machinery and equipment._ . .7 2.9 3.6 3 38.4 13.9 2.0 5.9 4.2 7.5 3 2.6
47 | Metalworking machinery and equipment_.. ... .- .1 .3 23.5 19.0 | 197.4 63.3 39.0 66. 2 48.3 70.2 22. 29.8
48 | Special industry machinery and equipment. ... R 3.2 14,6 17.9 52.5 46.3 18,2 |........ N 3.4 1.6 . -2
49 | General industrial machinery and equipment _ . .6 11 23.4 43.9 | 123.3 60.0 7.4 5.2 5.0 12.4 5.4
50 | Machine shop produets. P
51 | Office, computing and accounting machines. . . S J6 1 RA|T A TINe T 2| 1aa | s 0| s | 74| 186
52 | Service industry machines. ... ... ... ... .1 .2 .9 15 3.6 L7 .6 3.0 2.1 4.1
gii I%lec“{]c ilI(lIdUSt?al equipment and apparatus. ___..____.___._..__._. - 6 . ? 3‘? 15. I 82.é 32.(2) (‘2). 9 8. (1) 6. Z 12 % (‘2).
ousehold appliances. ______.___.__ ... _________ . . . . . . . .
55 | Electric lighting and wiring equipment _____. ... ™ *) * *) 1™ *) *) (] .1 .
56 | Radio, television and communication equipment . q & .1 .5 .3 17.5 -3 .3 .7 .9 1.7 .
57 | Electronic components and accessories . .. _.....-.......-_ *) .2 .3 N 13 Lo .1 .6 .4 .9 .
58 | Miscellaneous electrical machinery, equipment and supplies. .1 .2 .3 1.2 6.1 1.3 .3 .8 .8 1.7 .
gg Klgto;f gehilciles and equipment ___._____ e .5 2.6 2.3 87,9 26.:?I gg 3.5 4.2 3.3 lg-g 2.
craft and parts. ... e e W8 (el A 3 2 P . A .
61 | Other transportation equipment___._..._..... 3 %) P P SRS N
62 | Scientific and controlling instraments. .- .-« oo o oooomoans 3 7.1 .7 1.3 2.6 4.8
63 | Optical, ophthalmic and photographie equipment._..._._........... 3.2 .4 1.0 L5 2.9
64 | Miscellaneous manufacturing.‘.}t.;.r. p . ? .- p - 0™ .5 .2 5™
gg gransportiatian and warehousing. ... 4.0 .6 14 Lo L9
ommunijcations; except radio and TV broadeasting. .- oo femmom oo oo e cc e e e e e e e e e
gg %thles ale and retail trgde € (‘). 4 o 4 (‘). 4 5.3 (1‘(; 5 8.8 (1‘8) 6 4.4 5.0 6.6
inance and iNSUrance. - - oo el ™ ™Y el ) e, ) e
71 | Real estate and rental.. L7 3.8 .9 1 .6 .3 .7 o1 2 .2
80A | Directly allocated impor .3 .6 .1 1 .2 .1 2 ® 1 .1
T. Total. o oo 509,4 | 1128,7 | 343.1 78,8 | 173,8 | 1265 | 238,5) 59.7| 729 | 8.2
. S e 18 for footnotes.
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general use is included in the value of
construction. Examples are elevators
and heating, plumbing, and electrical
fixtures. Equipment items that are not
integral parts of the facility or are
meant for a special rather than gen-
eral use are not included in the construc-
tion value. For example, fixed conveyor
lines in factories and steam tables in
restaurants are not considered to be
construction but equipment. The esti-
mates of new private construction used
by OBE in the input-output tables are
the value-put-in-place estimates pre-
pared by the Bureau of the Census.
To be included as new equipment in
the input-output study, a product had
to meet three criteria: Last on average
more than one year; not be an integral
part of construction; and be one whose
cost is charged under normal industry

SURVEY OF CURRENT BUSINESS

Structures and Equipment, 1963—Continued

at producers’ prices]

accounting procedures to a capital
account. To a large extent the identifi-
cation of those products which qualify
as capital equipment was based on the
detailed product descriptions provided
in the 1963 Census of Manufactures. In
addition, information was obtained
from other sources including industry
experts and tax consultants. The esti-
mate of capital formation was developed
by first establishing the total supply of
the identified product and then taking
the excess of the supply over exports,
sales to government and persons, and
inventory change.

Allocation to using industries

Table 2 summarizes the types of
data used in allocating the structures
and equipment to using industries.
The first type of data listed in table 2
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is direct information on individual
industry purchases of new capital. (If
a particular type of capital is rented by
the industry, it is necessary either that
the information pertain to use or that
the purchase data be supplemented with
information on rentals.) Data of this
sort collected from the user are, under
most circumstances, the most desirable.
No information of this type was avail-
able for estimating the flows of equip-
ment.

The second category in table 2 refers
to types of capital which are so special-
ized that it is possible to identify some
one industry as the sole probable user.
In such cases, output of the particular
type of capital can be wholly allocated
to that one industry. For example, the
only probable user of ferris wheels and
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................................................................................................. 9| 3 P
.2 .8 .5 7 .4 2.2 .3 1.0 5.2 10,1 .6 9.8 6.0 .6 3.2 62
w3 L1 7 .8 .5 1.3 4 .8 3.8 L6 .5 3.1 55 T 2.0 63
*) .4 .1 .2 .5 * .1 .1 .1 .1 * .1 .1 .1 .1 64
.3 11 .6 11 .8 .9 4 .6 2.1 1.7 .3 5.9 2.5 7 .8 g
. . 0 X .8 .6 26,2 . 5 69
-------- ™ ®) (O T PSSR IS I ) 70
ol .4 .8 . 3 3 .2 .2 . 1.9 1.3 .3 .4 71
*) 1 .1 1 ® 1 .1 .1 *) .2 5 .1 .1 80A
22,7 | 152,4 78,3 | 1421 9.3 | 13L6 54,9 73.5 | 2661 197.2 4,7 | 6195 318,0 82,5 | 108.0 Total
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Table 2.—Types of Data Used in Estimating 1963 Capital Flows

August 1971

The third category in table 2 also

Bquipment Structures refel:s to types of caplts?,] which have a
specialized use, but which are used by
In millions In millions 1 i i
Number | ofdollrisi | Number | ofdolarss: a r}flamvely small group of industries
o purchaser’s o purchaser’s ] 1 a
proghcts rehase proghets chase rat er than l?y obe single lndua‘.try. The
user industries are usually fairly easy
1. Dat on purehases...............__........._........ 0 o . a6 b0 identify. Within this group of users,
2. Output of a product used in a single industry__.___.____ 175 7,318 * .

3. Output of a product used in a few industries....._..__. 97 6, 835 4 3,463 the output of the pa.rtlcular type of

4. Output of a product in generaluse_ .. ... ... _.______ 131 19, 442 5 8, 253 . N .
capital is allocated on the basis of

e 7 N 403 33, 595 26 47,374 . . .

some variable which is assumed to be a

merry-go-rounds is the amusements
industry. Capital flow estimates based
on this type of information are, like
those based on direct purchase infor-
mation, generally of quite good quality.

Categories 1 and 2 are combined for
structures in table 2. An essential
difference between the two categories
is whether the data originate with the

user (category 1) or the producer
(category 2). In the case of construc-
tion, much of the data originates with
contractors, architects, and others who
report to the F.W. Dodge Division of
McGraw-Hill Information Systems, and
it did not seem meaningful to attempt
to distinguish between producer and
user as the source of the data.

good indicator of use of the product.
The last category in table 2 refers to
types of capital in general use for
which resort must be made to indirect
estimating methods to allocate output
to using industries. The indirect meth-
ods distribute the output of a product
to using industries in the same propor-
tions as some measured variable which

(Continued on page 44)

Table 1.—Interindustry Transactions in New Structures and Equipment, 1963—Continued

[In millions of dollars at producers’ prices)

[}
g 2 5 g5 |
2% | % ] g 58 | 8
gé § ’g g 3 = 2 =} g ‘a"’)i g
= (28 % |2 | = | § | £ |=5 E 35 | S
=
For the distribution of capital produced by an industry, read the | 5 ] _'g £ g 2 3 = 82 2 4 8e &
row for that industry. ™ S; o g% = & ] 82 | 3 =3 38 a
S = - e =4 39 b - [ = -
For the composition of capital used by an industry, read the | 3% | 8w E_; g 3 H T 2 g3 2 2 = '§ ¢ | B¢
column for that industry. 5 s ! s g e E‘ 2 g 8 &g P 23 2 2 § £8
=3 [=5 K=] e 3 W= = D
z 28 | 88| 5 |55 | < | §E | < |Ez |5 |Bg| & | &%\ e
& 3 28 K 28 = k| 3 ¥ 3 R 5 & 28
b= 3 o = = = &= s m = - = G}
z
5 65 66 67 68 69 70 7 72 73 75 76 77
11§ New construction. .. ... . ... . . ... ...
17 | Miscellaneous textile goods and floor coverings. .
20 | Lumber and wood products, except containers.___
22 | Household furniture.. ... . .. ... _____.______
23 { Otherfurniture and fixtures___._..________________
32 | Rubber and miscellaneous plastics products. - ___.
38 | Primary nonferrous metal manufacturing. _._ ...
3