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The Common Market

Perhaps the biggest news story in the world trad-
ing community in 1961 was Great Britain’s decision
to join the Common Market. When the Treaty of
Rome was signed in March 1957 establishing the
European Economic Community or the Common
Market, the United Kingdom was unwilling to give
up national sovereignty to the extent which member-
ship in the new European economic club seemed to
require. Over four years later, in August of this
year, England decided to cast her lot with the “inner
six” (the countries of Belgium, the Federal Republic
of Germany, France, Italy, Luxembourg, and the
Netherlands, which compose the Common Market).
There are several delicate points yet to be negotiated,
but the general expectation is that her membership
will be approved, perhaps within a year. Some of
the other countries of the European Free Trade As-
sociation (Europe's other trading bloc, frequently
called the “outer seven”) will likely seek membership
in the near future.

The Common Market is an important force in
world economic affairs, and the expansion of the Com-
munity will serve to enhance its influence and effec-
tiveness. Therefore, it is well to know what the
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Common Market is, what it hopes to accomplish and
how, and the progress it has made toward its goals.

WHAT IS THE COMMON MARKET? In its economic
aspects, a dominant feature of the Common Market
is the fact that it is a customs union, an organization
of states which maintains a common tariff against the
trade of outside countries but within which goods
move duty free. Europe has had customs unions
before—for example, the German Zollverein in the
19th century, the Benelux union founded in 1944, and
the European Coal and Steel Community established
in 1952— but the Common Market is different in at
least two important respects. First, it is larger than
any of its predecessors. Secondly, it is not limited
to particular commodities but embraces all of the
goods which enter into international trade. When
the customs union becomes fully effective after a
transitional period of 12 to 15 years, the trade of the
Common Market will resemble the foreign and do-
mestic trade of the United States. Acting as a single
country, the European Economic Community (EEC)
will levy a common duty on goods originating outside
the Common Market; but goods destined from one
member nation to another will pass duty free just
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as goods pass from Pennsylvania to New York.

The Common Market is more than a customs
union, however. It has political overtones. Certain
of its founders viewed the economic arrangements of
the Common Market as simply the means by which
a more important objective would ultimately be
achieved— namely, the political integration of West-
ern Europe into a federal union similar to that of the
United States. Whether taking this extreme view or
not, all of the founders recognized the political im-
plications of the Common Market. They realized
that implementing the economic policy of the Rome
Treaty would require both a high degree of coopera-
tion among the member states and the creation of
supranational agencies.

SIZE AND IMPORTANCE How large is the Common
Market, and what is its economic importance? The
above map of the Common Market superimposed on
the map of the continental United States gives a
rough idea of its size. The population of this area
is only slightly smaller than that of the United States,
and when Britain joins the population of the Com-
mon Market will exceed that of the United States by
some 40 million. To show the probable geographic
growth of the Community, those countries which may
join or become associate members in the near future
have been superimposed in gray. In addition to the
actual members of the EEC, there are several asso-
ciate members, principally in Africa. The geographic
extent of the Common Market, therefore, is really
larger than the map above indicates. The associate
members are given special consideration in that they
may maintain certain tariffs even after the transi-
tional period in order to protect infant industries and
promote development objectives.

Although the gross national product of the Euro-
pean Economic Community, when converted into dol-
lars mthe basis of 1960 exchange rates, is only 36%
of that of the United States, its external trade is
roughly equal to ours. In 1960 the Community’s
exports to nonnieniber states amounted to $19.5 bil-
lion and our export trade to $20.3 billion. Its im-
ports amounted to $19.0 billion and ours to only
$14.7 billion. In dollar value of goods exported and
imported, the United States is the most important
trading nation in the world. However, the Common
Market nations collectively are at least as important,
and increasingly they will function as a unit as in-
ternal trade barriers are gradually reduced and as
common external tariffs are gradually established. As
producers of basic industrial goods the Common Mar-
ket countries compare favorably with the United
States. After Great Britain’'s membership is ap-

proved, the Common Market will outproduce the
United States in such basic commodities as hard coal,
iron ore, crude steel, and cement.

The point is simply this. The Common Market
is important today, and it is going to become increas-
ingly important as newr nations join and as commer-
cial integration is effected.

PURPOSES AND POLICIES The immediate and obvi-
ous objectives of the Common Market are economic
in nature: to raise the European level of living, to
revive those areas in Europe which have been by-
passed by economic development, and to promote de-
velopment in those overseas territories and countries
which are associated with the Common Market. But
behind the scenes and ever present is the political
aspiration to restore Europe’s importance in world
affairs.

How are the economic goals to be achieved? In
broad outline the method is to integrate the econo-
mies of the member nations by eliminating barriers to
movement of goods, labor, and capital across national
boundaries. This will encourage specialization of
production. In response to the wider market area,
a country’s efficient industries will expand, perhaps
realizing economies of scale; but because of the in-
creased competition a nation’s inefficient industries
will wither away. The end result will be a large
trade area within which each nation will produce
those commodities and services for which its re-
sources are best suited. In this way, the people of
the Common Market will enjoy a higher level of liv-
ing through a larger volume of goods and services
provided at a lower per unit cost. The free flow of
capital and labor will have essentially the same effect.

Unfortunately, not all of the increased trade be-
tween member states will be newly created trade.
Some of the increase will be the result of trade diver-
sion—trade captured by member states from lower
cost outside producers. In this case, the nonmember
states involved will be hurt by loss of export markets,
and in the long run both member and nonnieniber
nations will be injured by the resulting inefficient use
of the world’s resources.

Elimination of trade barriers and free movement of
productive resources across national boundaries will
also have adverse effects on the welfare of some
groups and regions in the member states. For ex-
ample, investors in industries forced out of business
by competition from other Common Market countries
will suffer capital losses. Laborers, trained in par-
ticular jobs and tied to their community by family
and cultural ties, may be both unable and unwilling

to find jobs in new industries in other areas. Reduc-
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tion of trade barriers must thus be accompanied by
measures to minimize these adverse effects. Further,
the opening of trade makes the economy of each na-
tional state more susceptible to developments abroad.
For example, the inflations, depressions, and balance
of payments problems of any nation in the Communi-
ty will be transmitted fairly directly to the economies
of all the states. Consequently, the monetary and
fiscal policy pursued by one state is of vital concern
to all the others.

In essence, then, integration involves three things :
(1) reduction of restrictions on trade and resource
movements and establishment of a common external
tariff, (2) cooperation to minimize the adverse effects
of resource reallocation, and (3) coordination of
monetary and fiscal policy. The Treaty of Rome has
made provision for each of these. In addition, spe-
cial provision has been made to encourage movement
of capital into underdeveloped areas. For this pur-
pose two investment funds have been established, the
European Investment Bank for member states and
the Development Fund for associate members.

PROGRESS IN THE COMMON MARKET Toward the
reduction of national barriers to trade and resource
movements, the EEC has made considerable progress.
By January 1, 1961 internal tariffs on industrial
goods had been reduced to 70¢c of the basic duty (the
average of tariffs which prevailed on January 1,
1957) and tariffs on agricultural commodities to 75
or 80% of the basic duty. This is creditable progress
since the treaty requires a reduction of only 30% by
December 31, 1961.

Progress in quota dismantlement has been even
more rapid. The treaty provides that global quotas
will be enlarged on the average by 20% annually and
that each quota shall be expanded by 10%. In a
meeting in May 1960 a decision to speed up imple-
mentation of the Rome Treaty required that quotas
in the industrial sector be completely abolished by
the end of 1961. Elimination of quotas in other sec-
tors has proceeded either on schedule or somewhat
ahead. As provided by the treaty, export tariffs and
quotas will be completely eliminated by the end of
this year.

In the realm of freeing resource movements and
the supply of services, progress has been less tangible.
Much of the time since the treaty went into effect on
January 1, 1958 has been spent studying these com-
plex problems. Studies have been made of the free
movement of workers within the Community, the
freedom of establishment (the right of a person to
move from one nation to another and set up a shop
or business), and the free supply of services. With-
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in the near future, actions to implement the recom-
mendations of these studies can be expected.

What progress has the Community made in achiev-
ing a common economic policy? The Common Mar-
ket is working toward increased cooperation in a
number of areas— monetary and fiscal problems,
economic development, agriculture, transportation,
and social problems. Limitations of space permit
only a brief discussion of two of these— monetary and
fiscal problems and social problems.

With the growth of internal and external converti-
bility, the coordination of business cycle policy has
become increasingly important. The Community has
a Monetary Committee which was created by the
treaty to study monetary and financial problems; and
in addition, the Commission, which is the administra-
tive arm of the EEC, has created a Committee on
Policy Relating to Economic Trends to keep tab on
business conditions. Many of the recommendations
of these committees are implemented by the Commis-
sion, and the committees have other advantages as
well. They are composed of high ranking officials
of the various governments and central banks, and
their association through committee meetings natural-
ly leads to cooperation even outside the framework of
the Common Market institutions.

The social policy of the Community aims not only
to minimize the injuries to workers which result from
economic change but also to equalize and to raise the
working and living conditions of labor in the member
states. In this connection the Commission has made
a sample survey of the working population of the
Community, has made forecasts of the population and
working population by age groups for the period 1960
to 1970, and is conducting a study of the underem-
ployment problems of the member states. By way
of immediate action, it instituted a program to train
about 10,000 Italian workers for jobs in the Federal
Republic of Germany and the Netherlands. These
are just a few examples of the ways in which the
Community is cooperating to make the Common
Market a smooth functioning economic unit. Prog-
ress has been made in other areas as well.

EXTERNAL POLICIES How well is the Community
cooperating with the outside world to reduce trade
barriers and promote a system of multilateral pay-
ments? There was some concern at the time of the
Common Market's founding that discrimination
against the goods of outside countries would engender
retaliation, and that mutual retaliation would result
in a wave of protectionism around the world. Others
expected the opposite result—given a liberal attitude
on the part of the Common Market and a willingness
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to negotiate or extend unilateral tariff reductions.

Fortunately, evidence is bearing out the latter expec- COMPARATIVE GROWTH
tation. The EEC took the first step toward tariff 1953100

reduction on January 1, 1959 by reducing tariffs 10%
across the board, and in December 1959 this reduc-
tion was granted to all signatories of the General
Agreement on Tariffs and Trade to the extent that 120 °
it did not reduce tariffs below the ultimate common

level. Another indication of a liberal attitude was

the decision to reduce by 20% the ultimate level of

the common external tariff. Still another was the
liberalization in 1960 of quotas against the dollar area 40
and against other Western European countries. The

countries of the Common Market expanded their

quotas vis a vis the dollar area as follows : Germany,

160 Gross National Product

United States

O Common Market

80

160

2.7d( ; Benelux, 8.0/ ; France, 17.0™ : and Italy, Per Capita Private Consumption
12.0%.
In the field of agriculture, the EEC has been less 120

liberal. Like many other nations, the Common Mar-
ket countries are trying to maintain domestic agri-
cultural prices above their world market levels. To
do this, it has been necessary to restrict imports of
farm products. 40

80

GROWTH The economy of the Community is enjoy-
ing a rapid rate of growth, as can be seen from the
adjoining charts which compare the United States 200
and the Common Market as to growth of gross na- Industrial Production
tional product, per capita private consumption, and
industrial production. In all cases the Common Mar-
ket has made gains relative to the United States. The
improvement in industrial production is particularly 120
striking. The basis for this growth can be seen in
the last chart which shows gross domestic investment
as a per cent of gross national product. (The chart
employs the United Nations’ definition of gross do-
mestic investment, which includes capital expendi- %0
tures by business, public enterprises, and govern-
ment.) Over the period the proportion of GNP
which the United States has invested has tended to
decline, while the proportion invested by the Com-
mon Market has tended to increase. In each of the RATE OF CAPITAL EORMATION
past four years the Community has invested over Per Cent
20% of its gross output, but the United States has 20h
invested on the average only 17.5%.

But the best evidence of the vitality of the Com- 15
mon Market is the willingness of the United King-
dom to join. The performance of the European Free
Trade Association, which Great Britain formed as a
counterpart to the Common Market, has definitely
been second best; and most of the members of the
EFTA will probably join the Community eventually.
The Common Market seems destined to plav a larger
role in world economic affairs.

160

80

10

1953 1954 1955 1956 1957 1958 1959 1960

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



in Oci
Chanti
pectecj
openirc

miles t
being)."
the te(
single,
Ticket
port ft
pick-u,
are to,

INTERNATIONAL ...

mately
have ,

dentior
A I I E I OI E I those will come just to visit this ultramodern air travel center which is also expected to become one of the Washington
area's, Or tourist attractions.

One end of the mobile lounge is designed to mate with aircraft at door Three runways—two 2.2 miles and one 1.9
will thus be protected from heat, cold, rain, or snow as they enter or belt around the perimeter of the field will t

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



FARM OPERATORS' INCOME

$ Bil.
2.5-

The Record— 1961

The Outlook— 1962

The Record, 1961—"record high season average price for flue-cured tobacco . . . smallest cotton carryover since 1953 . . . rise in cotton
price support level . . . large swing in soybean prices . . . soybean crop up 27% . .. increased steer and heifer slaughter . . . reduction in
cow and calf slaughter . . . expansion in milk production . . . spring pig crop up . . . good hog year pricewise through September"

MILK
Bil. Lbs.

The Outlook, 1962—"further gain in domestic use of flue-cured . . . smaller cotton exports, but an increase in mill consumption . . . soy-
bean prices linked more closely to CCC price support operations . . . increase in pig crop . . . lower hog prices . . . lower slaughter cow
prices . . . larger CCC purchases of dairy products ... fed cattle prices next spring not expected to break as sharply as this year"”
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As 1961 closes, it appears that receipts of Fifth
District farmers during the year rose on the strength
of price increases for major crops, a higher volume of
livestock marketings, and more Government pay-
ments under the new feed grain program. Thus, in
both years of the new decade, receipts have surpassed
the highest gross cash income attained during any
year of the Fifties. Net income in 1961 probably
also rose in reflection of the advance in the gross.
Although higher production expenses have reduced
net cash income below levels prevailing a decade ago,
fewer farm families now share in the total. As the
chart on the left shows, farmers also receive much of
their income in the form of use of their farm dwellings
and consumption of their own products.

Agriculture in the District is complex. Each com-
modity has a unique supply and demand relationship ;
thus producers of one commodity can be prospering
while next door the growers of another are in trouble.
To assess the record and outlook for agriculture, one
must look at the price and production record and out-
look for each of the major products.

Economists of the U. S. Department of Agricul-
ture did just that last month. In four days of ses-
sions comprising the annual Outlook Conference,
they presented a review of this year and a forecast
of the next. Outlook statements made in this article
are based on the published proceedings of the Con-
ference. Some quotes from the Conference accom-
pany the charts which show Fifth District production
and prices of major farm products. The quotes
necessarily pertain to the whole nation rather than
just the Fifth District.

CASH CROPS Tobacco is the king of Fifth District
cash crops. Almost one-third of all farm receipts
come from the golden leaf. A big price rise—aver-
aging about 7% —made the headlines in all market
towns this fall. Demand was strong as exports were
up 10% and domestic tobacco manufacturers used
more tobacco for the second year in a row, following
several years during which the advent of filters and
new production processes had enabled manufacturers
to make more cigarettes without using more tobacco.
Another rise in domestic consumption is forecast for
next year, but some of its effect on demand may be
offset by a small reduction in tine-cured exports.

Both cotton and peanut growers received signifi-
cant price boosts in the form of higher support prices.
Current national stocks of both products are large
enough to preclude a farm price much above the sup-
port rate. Use of cotton by domestic mills is ex-
panding in response to higher business activity, but
the effect on stocks is likely to be more than offset by
a reduction in exports.

Soybeans have emerged as a major cash crop in the
District. Output has quadrupled since 1954 and the
value of production now exceeds that of peanuts. The
nation’s stocks of soybeans were about exhausted at
the beginning of this year’'s harvest, and increased
production was encouraged by higher market and
support prices. The production response was S0
great, however, that a relatively large carryover into
the 1962 harvest is now in prospect. Domestic use
will absorb about 65% of the crop, so the strength of
export demand is a vital factor. The chief competi-
tor in soybean exports, Communist China, will prob-
ably continue to be unable to ship large quantities.

Aside from the demand prospects set forth at the
Outlook Conference, a number of other factors in-
fluence the outlook for the cash crops. Government
supports set a floor under their prices, surplus stocks
of all except tobacco prevent any big price increases,
and acreage restrictions are likely to prevent much
expansion except in soybeans. Thus, with the ex-
ceptions noted and in the absence of significant
changes in Government programs, a logical conclu-
sion is that any change next year in the fortunes of
growers of these crops is most likely to come via
changes in yield and quality— factors closely asso-
ciated with the unpredictable weather.

FEED CROPS
natural emphasis on cash income often obscures the
role of crops which support the District’s animal in-

In analysis of farm statistics, the

1961—"The feed grain program . . . will reduce carryover of feed
grains by 5.4 million tons ... an agreeable and historic prospect.”

CORN AND HAY PRODUCTION

‘. Mil. Tons

1962— "Feed grain prices . . . will probably average a little higher
. prices will also be influenced by sales of corn by CCC"
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1961— "contraseasonally high egg prices in first quarter . . .
type chicks . .

tion up 26% . . . lowest turkey prices since 1941 . . .

Bil.

. broiler output at least 12% greater than in 1960 . .

EGGS

prices now significantly below year ago, but encouraging an interest in egg-
. recent prices lowest since monthly records began .
broiler and turkey producers are entering 1962 from a position of abject misery."

. . turkey produc-

TURKEYS

Per Doi. Mil. Per Lb.

1962—"poultry meat prices are so low that a witty superficial observer might say the only way they have to go is up. This is probably

true, but ...
summer the nation's laying flock will be larger than in 1961

dustry. However, fully three-fifths of the District's
cropland is used for feed grains, hay, and pasture.
District production of the major feed grain, corn,
was cut by nearly one-fourth under the Government'’s
program to reduce feed grain acreage. Farmers who
diverted acreage from corn and grain sorghum re-
ceived $26 million in cash payments, roughly one-half
of the value of _the crop that would normally have
been produced this land. A similar program will

be in effect in 1962.
LIVESTOCK  Cattle and hog producers are faced with

1961—"renewed strength . . . appears to be in response to . . .
rapid recovery in the nonfarm sector ...and higher farm income."

FARM REAL

1962—"prices ... to edge moderately upward through mid-1962,
although at a slower rate than prevailed between 1955 and 1959."

10

| do not yet see any positive manifestations of the kind of supply shrinkage that it would take to push them up. ... by
so 1962 doesn't look like as good a year for egg producers as 1961"

the fact that the national volume of marketings is in
the upturn phase of the production cycles of these
commodities—the phase during which a downward
drift in prices is normal. Prices of fattened steers
and heifers are expected to hold up fairly well in
1962, but a decline in cow prices is forecast for next
fall. Hog prices next fall will depend on the amount
of expansion in the spring pig crop. The rise of 4%
currently expected nationally would not have serious
price consequences, but expansion greater than 5%
could bring sharply lower prices.

POULTRY Prices of broilers and turkeys dropped
sharply during 1961. In many cases, however, farm-
ers growing birds under contract were protected from
the full impact of the price change, and in the Caro-
linas they may have received some offsetting benefit
from higher volume. Greater national production is
responsible for the current price situation, and it is
only by a reduction in supply that near-term price
improvement can be attained. However, the size of
current breeder flocks points to maintenance of high
supply in 1962.

Egg producers fared a little better pricewise than
other poultry growers in 1961, but here again indi-
cations are that by next summer the national laying
flock will be larger than a year earlier, putting down-
ward pressure on prices.

THE BALANCE SHEET On the average, it appears
that the financial position of farmers improved some-
what in 1961, particularly in the Carolinas. The up-
turn in income may also have affected the balance
sheet by supplying strength to the farm land market.
In 1960 it looked as though the long rise in land
values had halted, but prices rose again in 1961.
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THE HFTH DISTRICT

The improvement of business conditions in the
Fifth District has proceeded at a very gradual pace
in recent weeks, but the principal broad indicators do
show good gains over comparable levels of last year.
Seasonally adjusted bank debits, measuring the broad
sweep of District business activity as reflected in total
payments made by check, rose again in October after
dropping in September. The high October figure—
exceeded only in May and August of this year— was
800 above last year's monthly average. For the year
to date, bank debits are running 4% ahead of 1960
and 8% above 1959.

EMPLOYMENT GAINS WIDESPREAD Most areas of
nonfarm employment have continued to show small
monthly gains after seasonal adjustment, indicating
that the rising trend is fairly widespread even though
not particularly strong. The number of jobs in manu-
facturing and trade remained virtually unchanged.
Employment increases were strongest in construction
and services. The number of workers in transporta-
tion, communication, and public utilities and in fi-
nance, insurance, and real estate increased moderately
in October, and mining employment rose slightly for
the third month in a row. Among the broad cate-
gories of employment, government was the only one
to decline significantly between September and Octo-
ber. Total nonagricultural employment in October
was |70 higher than in the same month last year.

MAN-HOURS UP ON BALANCE Although manufac-
turing employment in October was unchanged from
the previous month, there were small increases in
hours worked and, consequently, total factory man-
hours rose slightly. The records of particular indus-
tries, however, showed considerable variation, as has
frequently been the case in recent months. Three
durable goods industries advanced enough to offset
declines elsewhere, producing a small gain in man-
hours for the group as a whole. The first of these,
transportation equipment, jumped 16% in response
to a faster pace in shipyards and motor vehicle as-
sembly plants. Idie remaining two, lumber and furni-
ture, registered moderate gains. A slightly stronger
trend in residential construction helped the lumber
business to move up again after declining in Septem-
ber, and although October’s figure was only slightly

greater than those of April and August, it did rep-
resent the high for the year thus far. Furniture
manufacturers anticipated a successful fall market by
increasing man-hours (seasonally adjusted) to the
highest level since June 1960. Compared with Octo-
ber of last year, total man-hours in durable goods
manufacturing were up 4%. Only lumber and wood
products and fabricated metals still lagged behind
their respective year-ago levels.

SLIGHT GAIN FOR NONDURABLES September to
October changes in seasonally adjusted man-hours of
the District's principal nondurable goods industries
were about evenly divided between increases and de-
creases. The net result, however, was about the same
as in durables—a small gain. The industries that
increased man-hours were foods, paper, and chemi-
cals, while reductions occurred in tobacco manufac-
tures, textiles, and apparel. Printing and publishing
remained unchanged.

Industries reporting higher October man-hour fig-
ures this year than last displayed various degrees of
improvement. Textile mill man-hours exceeded their
year-ago level by 7%. Most of the other October-
to-October increases were in the 2% to 4% range.

In only three important nondurable goods indus-
try groups were October man-hours below their year-
ago levels. Each of these—food, tobacco, and print-
ing and publishing—is an industry which typically

Suburban centers— larger, more numerous, and more attractive each
year— bespeak retailers’ determination to meet shoppers' needs.
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operates under growing demand conditions. With
the business recovery already several months old,
their failure to equal last year’'s records even in a
single month prompts a search for the probable cause.
One possibility is a difference in the timing of sea-
sonal factors between this year and last. Long-run
changes—such as result from technical progress,
shifts in demand, and changes in patterns of compe-
tition— might also contribute. Or, in spite of gen-
eral business improvement, these specific industries
may have suffered setbacks of a cyclical nature.

The record shows that the food industry so far this
year has failed to surpass last year’'s man-hour levels
in only two months— September and October. To-
bacco man-hours were below 1960 levels in six
months— January, April, May, June, July, and Octo-
ber. Local labor market reports suggest that seasonal
developments, such as recent employment decreases
in seafood packing and tobacco processing, probably
explain these relatively few failures to top 1960 fig-
ures. Man-hours in printing and publishing, on the
other hand, were below corresponding 1960 levels in
May, and again each month from July through Oc-
tober— enough to eliminate unusual timing of season-
al variations as an explanation of this year’s reduced
activity. Instead, according to industry sources, a
variety of long-run adjustments have adversely
affected the printing business this year. For some
time, acquisitions of new equipment and, more re-
cently, mergers have been increasing capacity while
reducing the number of jobs. On the market side of
the picture, several lines of commercial business are
in a downward trend. For example, the textile and
garment industries, seeking ways to cut costs, have
reduced the size and number of tags and labels that
they use. Developments of this kind have reduced
the volume of business available to District printers.

INCOME GAINS AT FASTER PACE According to es-
timates published by Business Week magazine, per-
sonal income in the Fifth District rose each month
from the recession low last February through Sep-
tember, the latest month for which an income esti-
mate is available. In recent years, the net impact of
seasonal factors has been such as to produce fairly
stable levels of personal income from January
through July, sharp increases in August and Septem-
ber, then gradual declines through the final three
months of the year back to the January-July level.
The sharp rise in income between July and Sep-
tember is clearly visible each year and has averaged
7.5% over the last three. This year the Julv-Sep-
tember rise was 8.5%, and personal income for the
month of September was estimated to be 4.2% above

the level one year earlier. For the first three quar-
ters of 1961 personal income averaged, respectively,
2% and 7% higher than the average levels for com-
parable periods of 1960 and 1959. Evidence avail-
able from the more current employment and man-
hour statistics, and from scattered reports obtained
from various District areas and industries, suggests
that personal income probably bettered normal sea-
sonal expectations in October and November.

"DAY OF JUDGMENT" The tension and pressures,
the opportunities and successes of businessmen re-
flect, among many other things, the “hazards” of the
free market. Products and services are judged daily
by an almost numberless jury of consumers. No
manufacturer or distributor can survive for long if
this impartial and impersonal court of last resort re-
jects the goods he offers for sale. For him every day
is judgment day, but the Christmas season contains
the most critical judgment days of all. In the opinion
of many, perhaps most, of these suppliers of goods
and services, the ‘‘consumers’ court” has acted with
undue deliberation so far this year.

Statistics lend support to such contentions. The
contrast between the steady rise in personal income
estimates and the uneven behavior of sales is imme-
diately apparent. A closer comparison of these two
indicators, however, reveals more serious evidence.
Retail sales may have remained steady, or even de-
clined, as income rose. As already noted, total per-
sonal income from January through September 1961
was estimated to be 2% higher than the similar total
for 1960 and 7% greater than for 1959. Sales of re-
tail firms having from one to ten stores and dealing in
virtually all kinds of consumer goods are tabulated
for the Fifth District. For the first nine months of
1961, these figures actually show decreases of 2%
and 1% compared with 1960 and 1959, respectively.
Department store sales are a little ahead of last year,
but about even with 1959. From all indications car
sales in the Fifth District, as in the nation, have re-
cently been rising at an encouraging rate. But again
the record for the year as revealed in available sta-
tistics is not rosy. For the first nine months of this
year, new car registrations were down 12% from
1960 and 4% below 1959. A strong finish indeed
will be needed to put 1961 in the running as a record
year for retail sales.
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