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Capacity utilization rates increased in January for manufacturing and
for industrial materials production, after declining in 15 of the last 17 months
starting in August 198l. The wanufacturing operating rate rose 0.5
percentage point to 67.8 percent, and the materials rate increased 0.7
percentage point to 65.9 percent.

Within manufacturing, gains in capacity utilization were widespread.
The rate for the primary processing industries rose 1.1 percentage points to
64.6 percent, while the rate for the advanced processing industries grew more
moderately, by 0.3 percentage point to 69.7 percent. Capacity-use by producers
of iron and steel escalated more than 3.5 percentage points, but remained under
40 percent. The operating rate for the motor vehicles and parts industry also
posted a sharp increase--1.5 percentage points—-but the industry still operated
at less than 54 percent of capacity. Producers of refined petroleum products
continued to cut back operations in January; their operating rate declined 1.0
percentage point to 66.1 percent--the lowest rate since the series began in 1948.
Among the industries that produce equipment, the January results were mixed:
operating rates were up for producers of electrical machinery and instruments,
but they were down for producers of nonelectrical machinery, and aerospace
and miscellaneous transportation equipment.

The utilization rate for producers of durable goods materials increased
1.1 percentage points in January to 58.9 percent, largely as a result of gains
in the production of basic metals and of parts for consumer durables. Producers
of nondurable goods materials utilized 71.8 percent of their capacity, up
0.4 percentage point as the production of textile and chemical materials rose,
while the output of paper materials declined. The operating rate for producers of
energy materials rose 0.5 percentage point to 77.4 percent, reflecting gains in
coal and crude oil output.
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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.
Seasonally Adjusted
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ESTIMATES OF ACTUAL OUTPUT AED CAPACITY OUTPUT ARE BOTH EXPRESSED AS PERCENTAGES OF 1367 ACTUAL OUTPUT. ESTINATES OF
CAPACITY UTILIZATIOE I¥ PERCEET ARE CALCULATED AS RATIOS OF (1) THE PEDERAL RESERVE'S SEASONALLY ADJUSTED INDEXES OF INDUS-
TRIAL PRODUCTION TQ (2) THE CORRESPOKDING INDEXES OF CAPACITY. INDUSTRIAL BATERIALS ARE ITEMS BOTH PRODUCED ABD USED AS IN-
PUTS BY MANUPACTURING PLANTS, NINES AND UTILITIES; INDUSTRIAL MATERIALS COVER NANY OF THE ITENS REPRISENTED IN THE PRINARY
PROCESSING GROUPING OF MANUPACTORING AS WELL AS SO4E OF THE OOTPUT OF MINES AND UTILITIES -~ SOCH AS IROX ORB, CRUDE OIL, AND
BLECTRICITY SOLD TO INDUSTRY.

THE 1973 HIGHS AND 1975 LONS IN CAPACITY UTILIZATION, SHORN 1I¥ THE TABLES ABOVE, ARE SPECIFIC TO EACH SERIES AND NAY OCCOUR IN
DIPFERENT MONTHS. INDUSTRIAL PLAN?S USUALLY OPERATE AT CAPACITY UTILIZATIOF RATES THAT ARE WELL BELOW 100 PERCENT; NOKE OF
THE BROAD AGGREGATE SBRIBS HAS EVER INDICATED A 100 PERCEHT USE OF CAPACITY. CAPACITY UTILIZATION RATES AVERAGED ABOUT 83
PERCENT POR MANGFPACTURING FROS 1955 THROUGH 1979, AND ABOUT 85 PBRCENT FOR INDUSTRIAL MATERIALS POR 1967 THROUGH 1979, 1IN
HANOFACTURING AS A WHOLE, OTILIZATION BATES AS HIGH AS 90 PERCENT HAVE BEEN EXCEEDED ONLY IN WARTINE. THE PBEAK RATES OF UTI-

.LIZATION IN 1973 ¥ERE ASSOCIATED WITH SIGHIFICANT UPWARD PRESSURE ON PRICES.

THE SETHODOLOGY AYD THE SERIES ARE DESCRIBED IN PEDBRAL RESERVE BEASURES OF CAPAGITY AND CAPACITY UTILIZATION. REVISED DATA
ARE FOUSD IN “CAPACITY UTILIZATIOS: MANUPACTURING AND BATERIALS, JANUARY 1967--DECENBER 1978.% BOTH PUBLICATIONS NAY BE OB~
TAINED PROSB PUELICATIONS SERVICES, BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEN, WASHINGTON, D.C. 20551
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