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BUSINESS PLANS 10-PERCENT INCREASE IN CAPITAL SPENDING IN 1978

Business plans to spend $150.9 billion for new plant and equipment 

in 1978, 10.1 percent above 1977, according to the annual survey conducted 

in November and December by the Bureau of Economic Analysis of the U. S. 

Department of Commerce. Spending in 1977 amounted to $137.0 billion,

13.7 percent above 1976, according to the estimate released last month.

These capital spending figures are not adjusted for price change. 
Preliminary data indicate that the implicit deflator for fixed nonresidential 
investment in the national income and product accounts increased about 
5 1/2 percent in 1977, suggesting an 8-percent increase in real investment. 
Should capital goods prices rise 5 1/2 percent in 1978, the survey results 
would indicate a 4 1/2-percent increase in 1978 real investment. Survey 
respondents estimated that the price increase for capital goods purchased 
in 1977 was 8 percent, and they expect a similar increase in 1978. While 
little is known about how respondents estimate price changes, their 
estimates have been generally higher than indicated by the implicit deflator 
for fixed nonresidential investment.

Manufacturing industries plan to spend $67.4 billion in 1978. This 
represents a 10 1/2-percent increase, after a 16-percent increase in 1977. 
Sizable increases are expected by aircraft (23 1/2 percent), "other non
durables" (23 percent), and nonelectrical machinery (15 1/2 percent). 
Increases between 10 and 14 percent are expected by stone-clay-glass, 
electrical machinery, rubber, textiles, "other durables", motor vehicles, 

nonferrous metals, and food-beverage. Other manufacturing industries 
expect smaller increases except iron and steel, which expects a small
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N o n m a n u fa c tu r in g  i n d u s t r i e s  p l a n  t o  s p e n d  $ 8 3 .5  b i l l i o n  i n  1 9 7 8 .
T h is  r e p r e s e n t s  a  1 0 - p e r c e n t  i n c r e a s e ,  a f t e r  a n  1 1  1 /2  p e r c e n t  i n c r e a s e  
l a s t  y e a r .  T he  h i g h e s t  r a t e  o f  i n c r e a s e  i s  e x p e c t e d  b y  a i r  t r a n s p o r t a t i o n  
f i r m s ,  2 9  p e r c e n t ;  f o l lo w e d  b y  m in in g ,  1 9  p e r c e n t ;  r a i l r o a d s ,  1 5  p e r c e n t ;  
an d  p u b l i c  u t i l i t i e s ,  1 2  p e r c e n t .  T he  " o t h e r  t r a n s p o r t a t i o n "  g ro u p  
e x p e c t s  a  2 2 - p e r c e n t  d e c l i n e .

C o v e ra g e  o f  r e p o r t

T h is  sum m ary o f  p l a n t  a n d  e q u ip m e n t e x p e n d i t u r e s  i s  b a s e d  o n  e s t i m a t e s  
f o r  n o n a g r i c u l t u r a l  i n d u s t r y  g r o u p s  p r e s e n t e d  i n  t h e  a t t a c h e d  t a b l e .  The 
b a s i c  d a t a  a r e  d e r iv e d  fr o m  r e p o r t s  s u b m it t e d  b y  a  l a r g e  s a m p le  o f  c o m p a n ie s , 
u n i n c o r p o r a t e d  a s  w e l l  a s  c o r p o r a t e ,  t o  t h e  B u r e a u  o f  E c o n o m ic  A n a l y s i s . .  
T r a n s p o r t a t i o n  c o m p a n ie s  r e p o r t  t o  t h e  I n t e r s t a t e  Com m erce C o m m is s io n .
T he e s t i m a t e s  p r e s e n t e d  a r e  u n i v e r s e  t o t a l s  o f  e x p e n d i t u r e s  f o r  new  p l a n t  
a n d  e q u ip m e n t i n  t h e  U n it e d  S t a t e s  b a s e d  o n  t h e  s a m p le  d a t a .  T h e y  a r e  c o m p ile d  
fro m  r e p o r t s  o n  a  com pany  b a s i s  an d  n o t  fr o m  s e p a r a t e  r e p o r t s  f o r  p l a n t s  
o r  e s t a b l i s h m e n t s .  A c o m p a n y 's  c a p i t a l  e x p e n d i t u r e s  a r e  a s s i g n e d  t o  a  
s i n g l e  i n d u s t r y  i n  a c c o r d a n c e  w i t h  t h e  i n d u s t r y  c l a s s i f i c a t i o n  o f  t h e  
c o m p a n y 's  p r i n c i p a l  p r o d u c t s .

NOTE

T he 1 9 7 8  f i g u r e s  r e p o r t e d  a b o v e  a r e  a d ju s t e d  f o r  s y s t e m a t i c  b i a s e s .
T he a d ju s t m e n t s ,  co m p u ted  s e p a r a t e l y  f o r  e a c h  m a jo r  i n d u s t r y ,  w e re  a p p l i e d  
o n ly  w hen e x p e c t e d  s p e n d in g  d e v i a t e d  i n  t h e  sam e d i r e c t i o n  fr o m  a c t u a l  
s p e n d in g  i n  a t  l e a s t  f i v e  o f  t h e  l a s t  s e v e n  y e a r s .  When t h i s  c r i t e r i o n  w as 
m e t , t h e  a d ju s t m e n t  w as d e r iv e d  b y  t a k i n g  t h e  m e d ia n  d e v i a t i o n  b e tw e e n  
e x p e c t e d  an d  a c t u a l  s p e n d in g  f o r  t h e  l a s t  f i v e  y e a r s .  B e f o r e  a d ju s t m e n t ,  
p la n n e d  s p e n d in g  f o r  m a n u f a c t u r in g  i s  $ 6 8 .1 3  b i l l i o n  and  f o r  n o n m a n u fa c tu r in g  
$ 8 3 .8 0  b i l l i o n .

A d d i t i o n a l  d i s c u s s i o n  w i l l  a p p e a r  i n  t h e  J a n u a r y  i s s u e  o f  t h e  S u r v e y  
o f  C u r r e n t  B u s i n e s s ,  p u b l i s h e d  m o n th ly  b y  t h e  B u r e a u  o f  E c o n o m ic  A n a l y s i s .

T he S u r v e y  i s  a v a i l a b l e  fr o m  m o s t D i s t r i c t  O f f i c e s  o f  t h e  D e p a r tm e n t 
o f  C om m erce, o r  fr o m  t h e  S u p e r i n t e n d e n t  o f  D o c u m e n ts , U . S .  G o v e rn m en t 
P r i n t i n g  O f f i c e ,  W a s h in g to n , D . C . 2 0 4 -0 2 , a t  a n  a n n u a l  s u b s c r i p t i o n  p r i c e  
o f  $ 1 9 . 0 0 ;  s i n g l e  c o p y , $ 1 . 6 0 .
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T a b le  1 . — E x p e n d i t u r e s  f o r  New P l a n t  a n d  E q u ip m e n t 
b y  U .S .  B u s i n e s s ,  1 / 1 9 7 6 - 7 8

1 9 7 6  1 9 7 7  p / 1 9 7 8  2 / P e r c e n t  C hange

( B i l l i o n s  o f d o l l a r s ) 1 9 7 6 - 7 7 1 9 7 7 - 7 8

A l l  i n d u s t r i e s ......................................... 1 2 0 .4 9 1 3 7 . 0 2 1 5 0 .8 9 1 3 . 7 1 0 . 1

M a n u f a c t u r i n g . ............................. .. 5 2 . 4 6 6 1 . 0 3 6 7 . 3 5 1 6 . 3 1 0 . 4

D u r a b le  g o o d s .............................................. 23.68 2 8 . 2 6 3 1 . 5 7 1 9 . 3 1 1 . 7

P r im a r y  m e t a l s  3 /.................................. 5 . 9 7 5 . 8 9 6 . 1 6 - 1 . 3 4 . 6

B l a s t  f u r n a c e s ,  s t e e l  w o r k s . . . . 2 . 9 9 2 . 8 2 2 . 7 4 - 5 . 9 - 2 . 5
N o n fe r r o u s  m e t a l s ...................... .. 2 . 1 6 2 . 2 5 2 . 5 0 3 . 7 1 1 . 4

E l e c t r i c a l  m a c h i n e r y . ... ..................... 2 . 6 2 3 . 3 0 3 . 7 2 2 6 . 0 1 2 . 7

M a c h in e r y ,  e x c e p t  e l e c t r i c a l . . . . 5 . 0 3 5 . 8 6 6 . 7 7 1 6 . 6 1 5 . 6

T r a n s p o r t a t i o n  e q u ip m e n t 3 /.......... 3 . 6 2 5 . 2 7 5 . 9 6 4 5 . 6 1 3 . 0
M o to r  v e h i c l e s ....................................... 2 . 4 5 4 . 0 2 4 . 4 8 6 3 . 9 1 1 . 5
A i r c r a f t ..................................................... . 9 4 1 . 0 0 1 . 2 4 6 . 4 2 3 . 4

S t o n e ,  c l a y ,  an d  g l a s s ...................... 1 . 7 2 2 . 0 4 2 . 3 3 1 8 . 8 1 4 . 3
O t h e r  d u r a b l e s ......................................... 4 . 7 3 5 . 9 0 6 . 6 3 2 4 . 7 1 2 . 4

N o n d u ra b le  g o o d s ....................................... 2 8 . 8 1 3 2 . 7 7 3 5 . 7 8 1 3 . 8 9 . 2

F o o d  i n c l u d i n g  b e v e r a g e . . . . . . . . . 3 . 7 5 4 . 1 5 4 . 5 9 1 0 . 8 1 0 . 5
T e x t i l e s ....................................................... . 8 1 . 9 3 1 . 0 5 1 4 . 6 1 2 . 3

^ ^ P a p e r .............................................. .. .............. 3 . 2 7 3 . 4 0 3 . 6 4 3 . 9 7 . 2

C h e m ic a l s ..................................................... 6 . 6 8 6 . 9 0 7 . 3 8 3 . 4 6 . 9
P e t r o le u m ..................................................... 1 1 . 6 2 1 4 . 1 8 1 5 .3 5 2 4 . 1 8 . 2

R u b b e r .............................................. .. ............ 1 . 1 0 1 . 4 4 1 . 6 2 3 1 . 4 1 2 . 3
O t h e r  n o n d u r a b l e s .................................. 1 . 5 8 1 . 7 6 2 . 1 6 1 1 . 0 2 3 . 0

N o n m a n u fa c tu r in g ......................................... 6 8 . 0 1 7 5 . 9 9 8 3 . 5 4 1 1 . 7 9 . 9

M in in g ............... .. ............................................. 4 . 0 0 4 . 4 4 5 . 2 7 1 1 . 1 1 8 . 6

R a i l r o a d .......................................................... 2 . 5 2 2 . 9 0 3 . 3 4 1 5 . 2 1 5 . 2
A i r  t r a n s p o r t a t i o n .................................. 1 . 3 0 1 . 6 8 2 . 1 7 2 9 . 3 2 8 . 9
O t h e r  t r a n s p o r t a t i o n ............................. 3 . 6 3 2 . 4 1 1 . 8 8 - 3 3 . 5 - 2 1 . 9
P u b l i c  u t i l i t i e s ....................................... 2 2 . 2 8 2 6 . 1 4 2 9 . 2 7 1 7 . 3 1 2 . 0

E l e c t r i c ....................................................... 1 8 .8 0 2 1 . 7 4 2 4 . 2 5 1 5 . 6 1 1 . 5
G as a n d  o t h e r ............................................ 3 . 4 7 4 . 4 0 5 . 0 2 2 6 . 5 1 4 . 1

C o m m u n ic a tio n , c o m m e r c ia l  an d
o t h e r  4 /........................................................ 3 4 .2 9 3 8 .4 2 4 1 . 6 1 1 2 . 0 8 . 3

P P r e l i m i n a r y
1 .  E x c lu d e s  a g r i c u l t u r a l  b u s i n e s s ;  r e a l  e s t a t e ;  m e d i c a l ,  l e g a l ,  e d u c a t i o n a l ,  an d  
c u l t u r a l  s e r v i c e s ;  a n d  n o n p r o f i t  o r g a n i z a t i o n s .
2 .  E s t i m a t e s  a r e  b a s e d  on  p la n n e d  c a p i t a l  e x p e n d i t u r e s  r e p o r t e d  b y  b u s i n e s s  i n  
l a t e  N ov em ber a n d  D e ce m b e r  1 9 7 7 .  T h e e s t i m a t e s  o f  e x p e c t e d  e x p e n d i t u r e s  f o r  1 9 7 8  
f c v e  b e e n  c o r r e c t e d  f o r  b i a s e s .

I n c l u d e s  i n d u s t r i e s  n o t  show n s e p a r a t e l y .
4 .  I n c l u d e s  t r a d e ,  s e r v i c e ,  c o n s t r u c t i o n ,  f i n a n c e ,  an d  i n s u r a n c e .
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