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CAPACITY UTILIZATION: MANUFACTURING AND MATERIALS
November 1979

Manufacturers operated at 84.4 percent of capacity in November, down
0.6 of a percentage point from the preceding month and 1.9 percentage points from
a year earlier. Producers of industrial materials operated at 85.9 percent of
capacity in November, down 0.8 of a percentage point from October and 2.2 percent-
age points from a year earlier. The 1973 peak utilization rates were 88.0 percent
of capacity for manufacturing and 92.6 percent for industrial materials.

Within manufacturing, the utilization rates in the primary and advanced
processing industries declined 0.6 and 0.7 of a percentage point, respectively,
in November. Both are now more than 2 percentage points below their rates in the
first quarter. A substantial part of this decline has been associated with a drop
of nearly a fourth in production of motor vehicles and parts.

The decline in utilization rates for industrial materials in November

mainly reflected a 1.2 percentage point drop in the operating rate for durable

goods materials--a sector which has been declining for some months. The utilization
rate for the metal materials component has declined by about 10 percentage points
since late 1978. The utilization rate for nondurable goods materials edged down

in November. The operating rates for textile, chemical, and paper materials have
held at relatively high levels throughout 1979. Utilization rates for energy
materials also edged down in November, reflecting a small decline in coal output.
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OUTPUT, CAPACITY AND CAPACITY UTILIZATION

Output and Capacity are Percentages of 1967 Output; Capacity Utilization is a Por Cent of Capacity.
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NOTE: ESTIMATES OF ACTUAL OUYPUT AND CAPACITY OUTPUT ARE BOTH EXPRESSED AS PERCENT‘GES OF 1967 ACTUAL OUTPUT. ESTIMATES OF
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CAPACITY UTILIZATION IN PERCENT ARE CALCULATED AS RATIOS OF (1) VHE FEDERAL RESERVE®S SEASOMALLY ADJUSTED INDEXES OF INDUS-
TRIAL PRODUCTION TO (2} THE CORRESPONODING INDEXES OF CAPACITY. INGUSTRIAL 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 TO INDUSTRY.

THE 1973 HIGHS "AND 1975 LOWS IN CAPACITY UTILIZATION, SHOWN IN THE YABLES ABOVE, ARE SPECIFIC TO EACH SERIES AND MAY OCCUR IN
OIFF ERENT MONTHS. INDUSTRIAL PLANTS USUALLY OPERATE AT CAPACITY UTILIZATION RAFES THAT ARE WELL SELOW 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 1978, AND ABOUT 85 PERCENT FOR INDUSTRIAL MATERIALS FOR 1967 THROUGH 1978. IN
MANUFACTURING -AS A WHOLE, 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' METHODOLOGY AND THE SERIES ARE DESCRIBED IN EEQERAL BESEAVE MEASURES OF CAPACITY AMS CAPACITY UKALIZATION. REVISED DATA
ARE FOUND IN “CAPACITY UTILIZATION: MANUFACTURING AND MATERIALS, JANUARY 1967—DECEMBER i978.% 8QTH PUBLICATIONS MAY BE 08-
TAINED FROM PUBLICATIONS SERVICES, BOARD OF GOVERNORS OF THE FEDERAL RESERVE SVSTEM, WASHINGTON, D.C. 20551
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