
F E D E R A L R E S E R V E
s t a t i s t i c a l r e l e a s e

G.3 For Immediate release
February 16, 1979

CAPACITY UTILIZATION: MANUFACTURING AND MATERIALS
January 1979

Capacity utilization in manufacturing edged down 0.2 percentage
point in January to 85.9 per cent* This decline is the first since
January 1978 when capacity utilization fell by 1.3 percentage points. In
both of these months inclement weather affected output somewhat in certain
regions of the country^ Capacity utilization in primary processing
industries in January droppedr by 0.3 percentage point to 88.7 per cent,
reflecting declines in output of iron and steel, petroleum refinery
products and paper. The rate in advanced processing industries was
unchanged at 84.4 per cent, despite a decline in motor vehicle production.

Utilization of capacity to produce industrial materials in
January decreased by 0.3 percentage point to 87.5 per cent. The rates
for both durable and nondurable goods materials were unchanged at 88.1
per cent while the rate for energy materials, largely because of a drop
in coal production, declined by 1.1 percentage points.

The capacity utilization rate for manufacturing rose 4.2 per-
centage points over the past year, reflecting the above-average growth
in production. Manufacturing capacity utilization in the fourth quarter
of 1978, at 85*8 per cent, was 2.9 percentage points above the level
one year earlier.
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OUTPUT, CAPACITY AND CAPACITY UTILIZATION
Output and Capacity are Percentages of 1967 Output; Capacity Utilization is a Per Cent of Capacity.
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NCTE2 ESTIMATES OF ACTUAL OUTPQ* AHD CAPACITY OUTPUT ARE BOTH EXPRESSED AS PERCENTAGES OF 1967 ACTUAL OUTPUT. ESTIMATES OF
CAPACITY UTILIZATION IN PERCENT ARE CALCULATED AS RATIOS OF (1) THE FEDERAL RESERVE'S SEASONALLY ADJUSTED INDEXES OF INDUS-
TRIAL PRODUCTION TO (2f THE CORRESPOND IMC IMQEXES OF CAPACITY. INDUSTRIAL MATERIALS ARE ITEMS BOTH PRODUCED AND USED AS IN-
PUTS BY MANUFACTURING PLANTS* MINES AND UTILITIES; INDUSTRIAL MATERIALS COVER MANY OF THE ITEMS REPRESENTED IN THE PRIMARY
PROCESSING GROUPING^ OF MANUFACTURING AS WELL AS SOME OF THE OUTPUT OF MINES AND UTILITIES — SUCH AS IRON ORE, CRUDE OIL, AND
ELECTRICITY SOLD TD INDUSTRY.

THE 1973 HIGHS AND 1975 LOWS IN CAPACITY UTILIZATION, SHOWN IN THE TABLES ABOVE, ARE SPECIFIC TO EACH SERIES AND MAY OCCUR IN
DIFFERENT MONTHS. INDUSTRIAL PLANTS USUALLY OPERATE AT CAPACITY UTILIZATION RATES THAT ARE WELL BELOW 100 PERCENT; NONE OF
THE BROAD AGGREGATE SERIES HAS EVER INDICATED A 100 PERCENT USE OF CAPACITY. CAPACITY UTILIZATION RATES AVERAGED ABOUT 83
PERCENT FOR MANUFACTURING FROM 1955 THROUGH 1977, AND ABOUT 85 PERCENT FOR INDUSTRIAL MATERIALS FOR 1967 THROUGH 1977. IN
MANUFACTURING AS A WHOL€» UTILIZATION RATES AS HIGH AS 90 PERCENT HAVE BEEN EXCEEDED ONLY IN WARTIME. THE PEAK RATES OF UTI-
LIZATION IN 1973 WERE ASSOCIATED WITH SIGNIFICANT UPWARD PRESSURE ON PRICES.

THE CAPACITY UTILIZATION ESTIMATES ARE DESCRIBED, AND HISTORICAL DATA ARE PROVIDED, IN FEDERAL RESERVE flfASUBJlS Q£ CAPACITY
Afifi CAPAC ITY UTILIZATION* THIS PUBLICATION MAY BE OBTAINED FROM PUBLICATION SERVICES, BOARD OF GOVERNORS OF THE FEDERAL RE-
SERVE SYSTEM, WASHINGTON, D.C. 20551. THE PRICE IS $1.75 PER COPY; FOR TEN OR MORE, $1.50 EACH.
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