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CAPACITY UTILIZATION: MANUFACTURING AND MATERIALS
September 1977

Capacity utilization in manufacturing was unchanged in September at 82.9
per cent. Since May factories have operated within two-tenths of a percentage
point of this rate, as both estimated output and capacity have grown at a similar
pace. Utilization rates in both the advanced and primary processing sectors were
also unchanged — at 81.5 and 85.4 per cent, respectively. For the third quarter,
the manufacturing utilization rate was 83.0 per cent, up from 82.7 per cent in
the second quarter and 80.8 per cent in the third quarter of 1976.

The materials capacity utilization rate rose fractionally to 82.8 per
cent. Increases in durable materials and energy materials were largely due to
the end pf the copper and coal strikes and increased Alaskan crude oil production.
For the third quarter, the materials utilization rate was 82.8 per cent, up from
82.6 in the second quarter and 81.2 in the third quarter of 1976.
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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.

Manufacturing
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NOTE: ESTIMATES OF ACTUAL OUTPUT AND CAPACITY OUTPUT ARt BOTH fcXPRfcSSEO AS PERCENTAGES OF 1967 ACTUAL OUTPUT. ESTIMATES OF
CAPACITY UTILIZATION IN PER CENT ARE CALCULATED AS RATIOS OF (1) THE INDEXES OF INDUSTRIAL PRODUCTION TO (2} THE CORRE-
SPONDING INDEXES OF CAPACITY. INDUSTRIAL MATERIALS ARE THOSE CRUDE AND SEMIFINISHED PRODUCTS THAT ARE BOTH PRODUCED AND USED
AS INPUTS BY INDUSTRIAL ESTABLISHMENTS; THE INDUSTRIAL MATERIALS INCLUDE MOST OF THE COMPONENTS OF THE PRIMARY PROCESSING
GROUPING OF MANUFACTURING AS WELL AS THE INPUTS SUPPLIED TO THE INDUSTRIAL SECTOR BY MINES AND Ul1LIT1ES —SUCH AS IRON ORE,
CRUDE OIL, AND INDUSTRIAL ELECTRICITY. THE 1973 HIGHS (AND ALSO 1975 LOWS) IN CAPACITY UTILIZATION, SHOWN IN THE 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 SERIES
HAS EVER INDICATED A 100 PER CENT USE OF CAPACITY. CAPACITY UTILIZATION RATES AVERAGED ABOUT 63 PER CENT FOR MANUFACTURING
FROM 1955 THROUGH 1975, AND ABOUT 86 PER CENT FOR INDUSTRIAL MATERIALS FOR 1967 THROUGH 1975. IN MANUFACTURING AS A WHOLE,
UTILIZATION RATfcS AS HIGH AS 90 PER CENT HAVE BEEN EXCEEDED ONLY IN WARTIME. THE PEAK RATES OF UTILIZATION IN 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 THE FEDERAL
RESERVE BULLETIN. THE PRODUCTION FIGURES ARE DESCRIBED IN THE JUNE 1976 ISSUE OF THE BULLt-TIN: CURRENT ESTIMATES ARE
PUBLISHED IN THE FEDERAL RESERVE STATISTICAL RELEASE, INDUSTRIAL PRODUCTION. G.12.3.
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