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Corporate Profits - Fourth Quarter 1971

Before-tax book profits of corporations reached a seasonally adjusted
annual rate of $86-1/4 billion in the fourth quarter of 1971, up $1/2
billion from the third, according to preliminary estimates released
today by the Bureau of Economic Analysis, an agency of the Commerce
Department's Social and Economic Statistics Administration.

Manufacturers' book profits were little changed. Nonmanufacturing
industries showed relatively small mixed changes. There was an increase
in profits remitted from abroad in the form of dividends or branch profits.

The estimate of corporate profits tax liability, at $36-l/2 billion,
was $1 billion below the third quarter rate, mostly because the effects of
the Revenue Act of 1971 reduced taxes more in the fourth quarter than in
the third. After-tax earnings rose $1-1/2 billion to $49-3/4 billion.

As dividend payments declined almost $l/2 billion, retained earnings
increased $2 billion above the third quarter rate. With corporate capital
consumption allowances rising almost $l-3/h billion, corporate cash flow
reached $89 billion, $3-3/4 billion more than in the third quarter.

The book profits measure includes gains or losses due to the difference
between the replacement cost of goods taken out of inventory and the cost
at which they are charged to production. When BEA measures profits for
national income purposes, such inventory profits or losses are excluded
through an "inventory valuation adjustment" (IVA).

Fourth quarter inventory profits were $1-3/4 billion below the third

quarter. As a result, the national income measure of pre-tax corporate
profits rose $2—l/h billion to $82-l/h billion in the fourth quarter.
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For the year 1971, before-tax corporate profits amounted to $85-l/2
billion, $10 billion above 1970. Tax liability for the year is estimated
at $37-3/4 billion, $3-3/4 billion above 1970. Federal taxes in 1971
were lowered by two provisions of the Revenue Act of 1971l: liberalization
of depreciation and the restoration of the investment tax credit. The
former cut tax liability by almost $l/2 billion while the latter reduced
taxes about $1-1/4 billion. Net dividend payments rose $1/2 billion in
1971, leaving undistributed profits $6 billion above the 1970 level.

With inventory profits in the year 1971 almost the same as in 1970,
the national income measure of profits, at $81 billion, rose $10 billion
from the previous year.

The accompanying tables show: (l) Corporate profits and the other
components of national income; and (2) Prices, costs, and profits per
unit of output for nonfinancial corporations. Additional data will
appear in the March issue of the Survey of Current Business, the monthly
magazine of the Bureau of Economic Analysis.

The Survey is available from the Field Offices of the Department
of Commerce or from the Superintendent of Documents, U. S. Government
Printing Office, Washington, D. C. 20402, at an annual subscription
price of $9, including weekly supplements; single copy, $l.

Current Dollar Prices, Costs, and Profits Per Unit of 1958
Dollar Gross Product Originating in Nonfinancial Corporations

Dollars
130

Total Price Per Unit
125

1.2

Lis

Profits (Before Tax) and IVA Per Unit

S T O WO T T O Y O U T U A S A IR Y

1362 1963 1954 1965 1986 1867 1968 1369 1970 1971

Quarterly, Seasonally Adjusted
U.5. Department of Commerce, Burzau of Economic Ansiysis




Table 1
ForM BE-681 U. S. Department of Commerce
$9:%:99) Bureau of Economic Analysis
NATIONAL INCOME BY TYPE OF INCOME
(Billions of dollars)
1/ L1970 1971 1/
1969 1970 1971~ IV r. [ T _ | FiT -
Seasonally adjusted at annual rates
National income . ............ 763 o 795.9 85’] o1 802.1 831 ol 8)4.7-3 855-2 870.3
Compensation of employees................ 565 .5 601 .9 6L|_1 9 609.3 627 3 638 .0 6LL5.6 656.6
Wages and salaries c.oovvvennnnnncanann 509.6 Sh‘l oy 57)_1_.2 5h7 o2 561.4 571 .0 577 3 587.0
Private Lidesiisnessiniiindeases ).LOS.S )_|26.6 )-I-SOOLI- LL29.9 hh0.3 M_I_B-)-l- Ll»52 o3 ).160.3
Milstary s csaevssaniasdvaeienie s 19.0 19.1], 18. 18.6 19.2 18.6 18.0 18.6
Government civilian......vevuvnnnn 85.1 95.5 105.2 98-6 101 .8 10).],.0 106.9 108.1
Supplements to wages and salaries...... 56 .0 60. 5 67 o7 62.1 65- 9 67 .0 68.3 69 .6
Employer coniributions foi
socialiinsurance s iinsaarvavise 27 .8 29.6 Bh,o 30.1 33.3 33.6 31.]..2 35.0
Other labor income +...veveneunan. 28.2 30.8 33.7 32.0 32.6 33.L 3h.1 3)_],.6
Proprietors’ income .......ciiiiiiiiiiinnn 67.0 66,9 68.3 65.9 66.1, 67.2 69.2 70.5
Business and professional............. 50.3 51 .0 52 | 51 .5 51 .6 51 .9 52 3 52 .5
B s cosen e Mo s e s e 16.8 15.8 16.3 4.4 14.8 15.2 17.0 18.1
Rental income of persons. .......covuvceunn. 22.6 233 2&_3 23T 23-8 2).[.-2 2}4-5 2)_]..6
Corporate profits and inventory
valuation adjustment ....ovuiiieennnnnnn. 78.6 70.8 81.0 69.0 79.5 82.5 80.0 82.2
Profits before taX ..vveeeveenannnnnnnn 8L.2 75.’4 85.5 71.6 83.0 86.9 85.8 86.2
Profits tax liability «............. 39.7 3.1 37.8 32.3 38.3 39.1 37.5 36.L
Profits after tax «.voeeeeesceanses lj,)_;,.S Jia..2 L7.6 39.2 L) .8 L7.8 L48.2 L49.8
Dividendscssasiiveiaaires 2Ly 25.0 25.5 25.0 25.6 25.5 25.7 25.3
Undistributed profits ......... 20.0 16.2 22.1 1h.3 19.2 22.1 22.5 2.5
Inventory valuation adjustment ......... 5.5 -h.s I -2.6 -3 .5 =Ll -5.8 =10
Net inferest . avaiusravassvvsevassas 29.9 33.0 35.6 3h-2 3)-1-8 350)-1- 35'9 36')4-

l/ Fourth quarter 1971 corporate profits and related totals are preliminary and subject to revision next month. .ss1s-pes
Source: U. S. Department of Commerce, Bureau of Economic Analysis.



Table 2

FoRM BE-729 U.S. Department of Commerce
NONFINANCIAL CORPORATIONS: GROSS PRODUCT AND UNIT cosTs/ ~Bureau of Economic Analysis
1970 1971
2/ IV I | T T | Tve/
1969 1970 1971~ Seasonally adjusted at annual rates
Billions Iof dollars
Gross product originating in
ROt AN C o] COrDOra FONE . o isroe Wb e S Co o S TR 502.0 516.2 553.0 517-)4. SLLO «3 550.5 55)4--7 566'7
Capital consumption allowances. v v vv e v v vvwvvooue cuveuse ey )-19-5 5)4-1 59 o3 55-7 57-0 58-5 60.1 61.8
Indirect business taxes plus transfer payments less subsidies v v o v o v o ,4-7 .1 Ll»9-9 5’4.2 50'9 52 .8 53'2 5)-'-'6 Séoh
Compensation of emPloyees «:viws sis wis e vreie e esws o viee @ s ¢ 330-5 3L|-L|>' 362 .0 3)4-5-13- 35)-1--7 360 .6 363.1 369 .8
Wages -and salaries viq sva v eine 500 srescaiae sca s biab 6o ke ee @ 293-7 305-2 3‘]9.2 305-6 313-0 318'1 31909 325.7
Supplements to wages and salaries vesvivevovrscvennsvene 36-9 39.0 L|.2 .9 39'8 ln o7 ,42 '5 )-3-3 o2 )_LJJ.-1
NEt INtELESt ¢ o0 o'v v6 66 0 ¥ 68 0 ¥ 68 U 59806V Y Ve vsoenes s 12.9 1)-1--8 16.2 150)-1- 15-7 16.0 16-’4 16.8
Corporate profits and inventory valuation adjustment. ¢ v v o v o v v o5 ¢ v 62.1 5303 61 o2 SO .0 60.1 62 3 60 '5 61 9
Profits before taXe: s u:s wivivse e s eze o 6 wiese e 60 #ie e e 9w vl 5w, & 67 .6 57.8 65-6 52 .6 63 .6 66.7 66 3 6509
Profits tax Lability e e » v o s e v v o st vveuvavesonsenenns 33.4 27.1 30.6 2.8 30.9 32.1 30.2 29.3
R B oy et i Nl S s o e e 3h.2| 30.7| 35.0 27.8| 32.7 | 3L.6 | 36.0 36.7
DT 1o T SN O 20.9 21.1 20.9 20.9 21.3 20.4 21.3 20.5
Undistributed profitse v v oiov v 0.0 w5 vip o9 w0599 o9 08 o 13.3 9.6 1&-1 6.9 11 .)_L 1).]..1 11]..7 16.2
Inventory valuation adjustment v v e v s s 6o vovo v ovvevsseenes -5.5 -h.s - !.J.-LI. -2-6 -3 .5 -Ll..).l. -5.8 —).I..O
Billions of 1958 dollars
Gross product originating in
nonfinancial corporations. « v v v v v v vt et e )J-BO'S h_zs.o )-137-)4 h'lé.? )_131 3 )_135,6 2436,5 hhé.»]
Dollars
Cu??;;sd‘:l”'lalr cost per unc;t
ollar gross product
:riginoﬁng in ngonfinupnciol ct.u'poruficmg.1 ........... 1.166 1 .21 5 1 -26)4 1 .2)_[2 1 .253 1 .26)_1 1271 1270
Capital consumption allowances: v s s o v s cosvvossavvsovvosuves .115 27 136 .13L .132 .13L .138 .138
Indirect business taxes plus transfer payments less subsidies v v v v v o0 .109 = e g ] 2)_|_ 2122 122 o122 o1 25 .126
Compensation of employeese s e e v v v e vsvssecrvvosvsceescvnss .768 .810 .828 .829 .822 .828 .832 .829
Net iNLETESte ¢ o v.ov.5 v 009 00 005 6o svvs o ovssassevoren e .030 .035 .037 037 .036 .037 .038 .038
Corporate profits and inventory valuation adjustmentu v v v v v v v v v o uw ol )_L).L 1 25 | LLO .120 .139 ol ).l.3 .139 .139
Profitsieae Ebilitvsasaias o5 e ol o o5 S dRERPREREES .078 Non .070 .059 072 .07hL .069 .066
Profits after tax plus inventory valuation adjustment « v v v v v o v s .067 .062 .070 -060 -068 -069 -069 0073

1/ Excludes gross product originating in the rest of the world.

W

two places to the left.

Sou:. U. S. Department of Commerce, Bureau of Economic .1ysis.

/ Fourth quarter 1971 corporate profits and related totals are preliminary and subject to revision next month.
/ This is equal to the deflator for gross product of nonfinancial corporations, with the decimal point shifted
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