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BUSINESS CAPITAL SPENDING PLANS FOR 1968
REDUCED FROM EARLIER EXPECTATIONS

Businessmen expect to spend $64.4 billion for new plant and equipment in 1968,
about 4-1/2 percent more than in 1967, according to the survey conducted in late
July and August by the Department of Commerce and the Securities and Exchange
Commission, This projection of capital outlays for the full year 1968 is about
2 percent lower than reported in the survey taken three months earlier and re-
flects downward revisions in plans for the second half of the year as well as a
larger-than-anticipated decline in spending in the April-Jdune quarter.

The largest downward revisions for the year were made by durable goods manufactur-
ers, especially in nonelectrical machinery, motor vehicles, and miscellaneous durable
goods. Some reductions from previous plans also occurred in the nondurable goods
industries and in the mining, communications, and commercial groups. Upward revisions
were reported by public utility, railroad, and other transportation companies.

Actual expenditures for new plant and equipment in the second quarter of 1968
were at a seasona]ly adjusted annual rate of $62-3/4 billion, 3 percent lower than
in the opening quarter. If businessmen hold to their current programs, they will

invest at a rate of about $65 billion in the third and fourth quarters of this year.
This would make the second half rate of spending 2 percent higher than the first.

Annual investment programs

The projected increase in capital outlays from 1967 to 1968 is due largely to ex-
panded programs in 3 industries--nonrail transportation, up 17 percent; public utili-
ties, up 14 percent; and communications, up 8 percent. I[iining companies expect a 5
percent increase and commercial firms, 2 percent. Planned outlays by railroads this
year are about the same as in 1967,
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Manufacturers as a whole expect Tittle change in outlays from 1967 to 1968,
Durable goods producers anticipate a 2 percent reduction, while nondurable goods
manufacturers expect a 1 percent increase. In the durable goods category, non-
electrical machinery companies report programed outlays 7 percent below 1967.
Smaller declines are indicated by iron and steel, transportation equipment, and
stone, clay and glass companies, but electrical machinery and "other durable goods"
industries plan higher capital spending for 1968. Among the nondurable goods in-
dustries, petroleum and rubber firms project higher outlays, while lower speriding
this year is expected by the textile, paper, and chemical industries,

A comparison of outlays planned for 1968 with actual investment in 1967 and
1966 is shown in the following table:

Percent Change
Actual Actual Anticipated T966 to 1967 to

1966 1967 1968 1967 1968
(Billions of dollars)

A1l industries scesecsssvssssess 60,63 61.66 64,37 1.7 4.4
Hanufacturing ..isseesssensnnces £0.99 26,69 26,55 -1.1 -0.5

Durable goodS .eecescscocssses 13.99 13.70 13.42 -2.1 -2.0

Nondurable goodS .seeececescess 13,00 13.00 13.13 0 1.0
MINING seeesaccssssssscscssscces 1a47 1.42 1.49 -2.9 4.8
Rai1road seececescscossscacsnces 1,98 1.53 1:52 -22.4 -0.9
Transportation other than rail.. 3.44 3.88 4,55 12,7 17.3
Public utilities .ecessneovanenee: G241 9.88 11.29 17.5 14,2
Communications ..eccccecsccececs 9,62 5.91 6.42 543 8,5
Commercial and other ...c.ceeeee 12.74 12,34 12.56 -3.2 1.8

Patterns of outlays within 1968

The 3 percent decline in seasonally adjusted capital outlays from the first to
the second quarter of 1968 reflects reduced spending in the durable goods manufac-
turing, mining, transportation, and communications industries. WNonelectrical
machinery and motor vehicle producers account for most of the decline in the manu-
facturing group.

Anticipated expenditures in the second half of 1968 are nigher than outlays in
the first six months for manufacturers and for nonrail transportation and communi-
cations firms. In durable goods manufacturing, all industry groups except primary
metals and nonelectrical machinery expect higher outlays in the second half than
in the first. Among the nondurable goods industries, most producers expect moder-
ately higher outlays in the second half of 1968; however, chemicals anticipate no
change from the first half of the year, and "otner nondurable goods" project a
moderate decline in investment,




Carryover and starts of projects

Manufacturers reported an $18.4 billion carryover of investment projects at
the end of June, down $1.1 billion from a year earlier. The mid-1968 carryover
by public utilities totaled $17.1 billion, nearly $3 billion higher than in mid-
1967, After seasonal adjustment, the June 1968 carryover by manufacturers and
by public utilities were higher than at the end of HMarch--by $150 million and
$1 billion, respectively.

New investment projects started by manufacturers in the second quarter of
this year totaled $6.6 billion, about 8 percent below a year earlier but slignhtly
above the first quarter of 1968, after allowance for seasonal differences. The
increase during the second quarter centered in the durable goods industries.

At $3.4 billion, second quarter 1968 starts by public utilities were $100

million above the second quarter of last year. On a seasonally adjusted basis,
starts by the group rose $700 million from the first to second quarter of 1968.

Coverage of report

The analysis of plant and equipment expenditures is based on estimates by
nonagricultural industry groups presented in the attached tables. The basic data
are derived from reports submitted by corporations registered with the Securities
and Exchange Commission; by transportation companies under Interstate Commerce
Commission jurisdiction; and from a large sample of nonregistered companies,
unincorporated as well as corporate, reporting to the Department of Commerce.

The estimates presented are universe totals of expenditures for new plant and
equipment in the United States based on the sample data. They are compiled from
reports on a company basis and not from separate reports for plants or establish-
ments., The entire company's capital expenditures are assigned to a single industry
in accordance with the industry classification of the company's principal products.

Further statistical detail is provided in the following tables.
A fuller analysis of this subject will appear in the September issue of the

Survey of Current Business, the monthly publication of the Office of Business
£conomics.

The Survey of Current Business is available from Field Offices of the Depart-
ment of Commerce, or trom the Superintendent of Documents, U.S. Government Printing
Office, Washington, D.C. 20402, at an annual subscription price of $6.00, includ-
ing weekly supplements; single copy 45 cents.




Table 1

Expenditures for New Plant and Equipment by U.S. Business-l—/, Quarterly 1966-68
Seasonally Adjusted Annual Rates

(Billioms of dollars)

1966 1967 1968
1 1T 111 v I 11 ITT v 1 11 1112/ IVZ/
ALL JENDUSTRIES iccvvvipstoainsiainsia i st s e aeaion e 58.00 60.10 61.25 62.80 61.65 61.50 60.90 62.70 64.90 62.75 64.90 65.15
Manufacturing Industries...... ciiisaaaaia 25.60 26.80 27.55 27.75 27.85 27.00 26.15 26,00 26.35 25.80 26.80 27.15
Durable goods industries.................. 13.15 13.85 14,35 14.50 14.20 13:75: 13,5 13:50¢ 13:65 12.80 13.45 13.75
Privary iron and .steel. ......ieesssvesoss 2.00 2.20 2.20 2.25 2.35 2.35 2.25 2.30 2::35 2,25 2.20 2.20
Primary nonferrous metal.............c00.n .80 .90 .80 .90 .90 .90 .95 .85 .90 .85 .90 .95
Electrical machinery and equipment....... 1.10 1.15 1.20 1.25 1.25 1.20 1.25 1.:25 L) 1.30 1.30 1.45
Machinery, except electrical............. 2.70 2.70 2.90 3.10 3.15 319 3.00 2.60 2.95 2.60 2.80 2.65
Motor vehicles and parts...........ccc0u.n 2.10 1.85 1.90 1.90 1.80 1.70 1.55 1.60 1.60 1.35 1.70 1.70
Transportation equipment, excluding

MOLor: WERLCTESE. ... . 0o siomiviamsrens biawaeivees .85 1.15 1,25 1.10 1.10 1.05 1.10 1,25 1.00 .95 .95 1.10
Stone, clay, and glass... cicesisnosssvas .85 +89 .95 .95 .90 50 .65 .65 .60 .70 .70 .75
Other durable goods 3/............00vnnnn 2.75 3.05 3.15 3.00 2,70 2.65 2.80 315, 2,95 2.85 2.90 3.00
Nondurable goods industries............... 12.45 12.95 13,20 13.25 13.70 13.25 12.65 12,55 12.70 13.00 13.35 13.40
Food and beverage......cc.coeveeeessoceneas 1,35 1.40 1.35 1.40 1.45 1.45 1.40 1.35 1.30 1.40 1.50 1.40
Pexbileisvunismavri sei el siasiRssmelisieea 1.20 1.35 1.15 .95 .95 .90 .85 .85 .80 .75 .80 .85
511 o R Sl e P G I G S P I S PN S 1.35 1.50 1.50 1.60 1.90 1.70 1.65 1.40 1.45 1.55 1.60 1.55
CREIECAT, , or3 1o 010201010 mupini o wiwison o bisse opia e e 0 070 0w s 2.75 3,00 3.05 3.15 3.20 3.00 2,85 2,55 2,75 2.85 2.80 2.75
PetTOleUm., . o ocevioseosnesesssneseesesesesss 4.40 4.35 4.40 4,55 4.65 4.70 4.45 4.75 4.85 4.70 4.95 5.15
RUDDRD ot a0 o0 To e i 6716 o) 000 o o @07 0 3050 «35 J45 L40 .45 .50 .50 .45 <S50 - 55 .60 .65 .65
Other nondurable goods 4/................ 1.05 1.05 1.30 115 1.05 1.00 1.05 1.10 1.05 1.10 1.05 1.05
MENERE & o5veiafinsioie cmetie T S S R e (o 2 1.40 1.55 1.45 1.45 1.40 1.30 1.45 1.50 1.55 1.40 1.55 1.45
RATITOAA 007070 s sreigiovicaroaia sl b oressms wnere e vias L.75 2,00 1.85 2,35 1.80 1..55 1.40 1.40 1.65 1.45 1.35 1.60
Transportation, other than rail............. 3.30 3.50 3.40 3.50 3.05 3.90 4.10 4.45 4.35 3.65 5.05 5.30
PUbYic UELILELER: ., i v sivrersisnisinia asumaivraemazais/ooe 8.25 8.30 8.55 8.50 9.20 9.70 9.80 10.65 11.60 11.65 11.00 11.00

Communieation: i siin e e s ais oo s 5.35 5.50 5.60 5.95 5.75 5.80 6.05 6.05 6.35 5.90
:} 19.15 18.70

Commercial and other 5/.........ccvevieeens 12.35 12,45 12.85 13.30 12.55 12.25 11.95 12.65 13.00 12.90

1. Data excludes expenditures of agricultural business and outlays charged to current account.

2. Estimates are based on anticipated capital expenditures reported by business in late July and August 1968. The estimates for the
third quarter and fourth quarter of 1968 have been adjusted when necessary for systematic tendencies in anticipatory data.

3. 1Includes fabricated metal, lumber, furniture, instrument, ordnance, and miscellaneous industries.

4, 1Includes apparcl, tobacco, leather, and printing-publishing.

5. 1Includes trade. service. finance. and construction.

NOTE: Details may not add to totals because of rounding.

Sources: U.S. Department of Commerce, Office of Business Economics, and the Securities and Exchange Commission.
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Table 2
Expenditures for New Plant and Equipment by U.S. Businessl{ 1966-68
(Billions of dollars)
1966 1967 1968
1966 1967 19682/ z 11 IT1 v 1 11 21T Vv 1 IT IIIZ/ IVE/
ALL “INDUSTRLIES i o icuaiseetoisinsmiam it sressis as o . 60.63 61.66 64,37 12.77 15,29 15.57 17.00 13.59 15.61 15.40 17.05 14,28 15.90 16. 44 17.75
Manufacturing industries................ 26.99 26.69  26.55 5.61 6.78 6.84 7.75 6.10 6.81 6.48 7.30 5.79 6.50 6.66 7.60
Durable goods industries.............. 13.99 13.70 13.42 2,87 3.51 3.54 4,07 3.08 3.46 3.33 3.82 2,96 3.22 3.32 3.91
Primary iron and steel............... 2,17 2.31 2.24 L42 .54 .56 .65 .48 .58 .56 .69 .49 e .54 .66
Primary nonferrous metal............. .86 .90 .89 .18 g 3 .20 - 25 .20 .23 =23 .24 .20 2 22 v 27
Electrical machinery and equipment... 1.19 1.24 1,32 .23 .29 .30 .38 .27 .30 .30 .37 .27 .31 w32 W43
Machinery, except electrical......... 2.86 2,95 2.74 .61 .69 .68 .88 .70 .78 2% .76 .66 .64 .66 o I7
Motor vehicles and parts..... T Y 1.66 1.60 .43 .50 .50 .50 .38 .45 W41 .42 .34 .36 .45 45
Transportation equipment, excluding

motor:-vehicles. . . .c.oiieecsosss e eae 109 1.09 1.00 .18 .28 .30 .32 .24 .26 327 .32 .21 .24 .23 .31
Stone, clay, and glassS......co0o000v.e 1 78 .69 .19 w22 .24 .26 .20 .18 .16 .18 .14 .18 o 37 .20
Other durable goods 3/............... 2,98 2.83 2.94 .62 b .76 .83 .61 .68 .69 .85 .66 .72 73 .83
Nondurable goods industries........... 13,00 13,00 13.13 2.74 3,27 3.30 3.68 3.02 3.34 3.15 3.48 2,82 3.28 3.33 3.69
Food and beverage........... R 1.39 1.41 1.41 «31 «37 .34 .36 =33 .39 o33 .34 .30 .38 .38 .35
Texctllen i aeaiieiice seasniesase e 118 .89 .79 .27 .32 .28 .26 .21 .23 .22 23 S by .19 .19 523
PADET, o:vvimwsiwvinessiosy B ST P« (1. 1.64 1.55 .30 o 37 .39 .45 .40 LL42 L42 .40 <32 .39 .42 .43
Chemicalki uaarsasaeaaatosssss wemeaee e 2.99 2,88 2,78 .61 .75 .74 .88 .70 .76 .69 T2 .61 .72 .68 7 |
Petroleum: i iiisasiveesiascas e ssiosesse 4,42 4.65 4,93 .94 1.08 1.12 1.28 1.02 1:17 1.11 1.35 1.07 1.17 1.24 1.46
RUDDRT, o:s.00607 0 winniainiueiemisionins sinie-einse o wlein .42 .49 .60 .08 .10 s 5 | 33 B b 13 v 12 14 B ) 5 .16 0 by
Other nondurable goods 4/........ suive  hollh 1.04 1.06 .24 .28 s | +31 .24 .25 .26 .30 .24 .28 .26 .29
MINIOE. ..o vsosmemn wvmee ot e e oo ayeiese ginimie vy 1.47 1.42 1.49 .33 .40 37 .38 32 .34 .37 39 .36 .36 .38 .38
Raflread:ssoiss i esssessssese sae 2598 1,:53 1:52 .40 <50 .48 <55 .41 L4l +35 .36 +37 .38 .34 .43
Transportation, other than rail......... 3.44 3.88 4,55 ) 1.00 .82 .86 .70 1,12 .98 1.07 .98 1.04 1.23 1.30
Public UBITILtIen, .00 0o senioens o oresate 4: 1518 8,41 9.88 11.29 1.60 2.09 2.36 2.36 1.84 2.46 2.66 2.92 2.38 2,97 2.98 3.00

Communicatlon;  ivissaidviadsasviisase wateis D02 5.91 6.42 1.26 1.42 1.36 1.58 1.35 1.49 1.46 1.62 1.48 1.51
:} 4, 84 5.04

Commercial and other 5/........ sieib eI 12.74 12,34 12.56 2,83 3.06 3.33 3.52 2.87 2.99 3.09 3..39 2.96 3.14

1. Data exclude expenditures of agricultural business and outlays charged to current account.

2. Estimates are based on anticipated capital expenditures reported by business in late July and August 1968.
third quarter and fourth quarter of 1968 have been adjusted when necessary for systematic tendencies in anticipatory data.

3. Includes fabricated metal, lumber, furniture,
4, 1Includes apparel, tobacco, leather, and printing-publishing.
5. 1Includes trade, service, finance, and construction.

NOTE:
1963,

Details may not add to totals because of rounding.
1964, 1965, 1966, 1967 and 1968 issues of the Survey.

Sources:

instrument, ordnance, and miscellaneous industries.

U.S. Department of Commerce, Office of Business Economics, and the Securities and Exchange commission.

The estimates for the

Data for earlier years were published in June 1956, March 1958, 1960, 1961, 1962,
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