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CAPACITY UTILIZATION: MANUFACTURING AND MATERIALS
May 1977

Capacity utilization in manufacturing is estimated to have increased
.9 percentage point in May to 83.3 per cent. Utilization rates in the primary
processing and advanced processing sectors of manufacturing are estimated to
have increased by about the same amount, Large gains in steel production were
an important element in the increase in primary processing utilization rates.
Moderate gains were widespread throughout the rest of the primary processing
sector, with the exception of the petroleum industry, in which production moved
down slightly from ahigh level of operations in April, Increases in production
of equipment other than motor vehicles contributed significantly to the rise of
advanced processing utilization rates., Primary processing and advanced pro-
cessing utilization rates are both at their historical averages for the 1948-75

period,

_ Capacity utilization in materials increased an estimated ,8 percent-
age point in May to 83.1 per cent, Gains were most pronounced amongst durable
goods materials, with the jump in steel production contributing largely to this
rise. Utilization rates for nondurable goods materials and energy materials
moved up by small amounts,
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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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NOTE: ESTIMATES OF ACTUAL OUTPUT AND CAPACITY OUTPUT ARE BOTH EXPRESSED AS PERCENTAGES OF 1967 -ACTUAL OUTPUT. ESTIMATES OF
CAPACITY UTILIZATION IN PER CENT ARE CALCULATED AS RATIOS OF (1) THE INOEXES OF INDUSTRIAL PRODUCTION TO (2) THE CORRE-
SPONDING INDEXES OF CAPACITV. INDUSTRIAL MATERIALS ARE THOSE CRUDE AND SEMIFINISHED PROOUCTS THAT ARE BOTH PRODUCED AND USED
AS INPUTS BY INDUSTRIAL ESTABUISHMENTS; THE INDUSTRIAL MATERIALS INCLUDE MOST GF THE COMPONENTS OF THE PRIMARY PROCESSING
GROUPING OF MANUFACTURING AS WELL AS THE INPUTS SUPPLIED TO THE INODUSTRIAL SECTOR BY MINES .AND UTILITIES=—SUCH AS IRON ORE.
CRUDE OIL, AND INDUSTRIAL ELECTRICITY. THE 1973 HIGHS (AND ALSG 1975 LOWS} IN CAPACITY UTILIZATION, SHOWN IN VHE TABLES
ABOVE, ARE SPECIFIC TO EACH SERIES AND MAY OCCUR IN DIFFERENT MONTHS.

BUSINESSES USUALLY OPERATE AT CAPACITY UTILIZATION RATES THAT ARE WELL BELOW 100 PER CENT; NONE OF THE BROAD AGGREGATE SERI:S
HAS EVER INOICATED A 100 PER CENT USE OF CAPACITY., CAPACITY UTILIZATION RATES AVERAGED ABOUT 83 PER CENTY FOR MANUFACTURING
FROM 1955 THROUGH 1975, AND ABOUT 86 PER CENT FOR INDUSTRIAL MATERIALS FOR 1967 THROUGH 1975. IN MANUFACTURING AS A WHOLE,
UTILIZATION RATES AS HIGH AS 90 PER CENT HAVE BEEN EXCEEDEG UNLY IN WARTIME. THE PEAK RATES OF UTILIZATYION 1IN 1973 WERE
ASSOCIATED WITH SIGNIFICANT UPWARD PRESSURES ON PRICES.

THE CAPACITY UTILIZATION ESTIMATES ARE DESCRIBED, AND HISTORICAL DATA ARE PROVIDED, IN THE NOVEMBER 1976 ISSUE OF TME FEUEXAL
o RESERVE GULLETIN. THE PRODUCTION FIGURES ARE DESCRIBED IN THE JUNE 1976 ISSUE OF THE BULLETING CURRENT ESTIMATES ARE
Digitized for FRASEHUBLISHED 3N THE FEDERAL RESERVE STATISTICAL RELEASE, INDUSTRIAL PRODUCTION, G.12.3.
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