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LETTER OF TRANSMITTAL

Tue Wurre House,
Washington, D. C., January 6, 1950.

The Honorable the PRESIDENT OF THE SENATE,
The Honorable the SPEAXER oF THE HoUSE oF REPRESENTATIVES.

Sms: I am presenting herewith my Economic Report to the Congress,
as required under the Employment Act of 1946.

In preparing this report, I have had the advice and assistance of the
Council of Economic Advisers, members of the Cabinet, and heads of in-
dependent agencies.

Together with this report, I am transmitting a report, the Annual Eco-
nomic Review: January 1950, prepared for me by the Council of Economic
Advisers in accordance with section 4 (¢) (2) of the Employment Act

of 1946.

Respectiully,
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To the Congress of the United States:

As 1950 opens, renewed confidence prevails in the American economy.
This confidence is in itself an element of strength; and it is justified by the
facts.

Late in 1948 we stood at the peak of the inflationary boom. It was
clear that an eventual adjustment was inevitable before we would have
a firm basis for stability and steady economic growth. During 1949 we
met the test of that adjustment. Despite rough going for a few months,
we made necessary changes with much less distress and difficulty than
ever before. Today we are on firmer ground than we were a year ago.

Prices are down somewhat, and show the relative stability on which
firm business and consumer plans can be based. Inventories of manufac-
turers and retailers have been reduced, and now are better adjusted to
the rate of sales. These changes were accomplished with only very small
reductions in dollar incomes and consumer spending. Alilowing for price
changes, the volume of goods and services purchased by consumers in 1949
was actually larger than in 1948. Business is proceeding with good profit
prospects. Home building in 1949 reached a higher level than ever before.

More important still, employment and production, which declined dur-
ing the first few months of 1949, have in recent months been moving upward
again. Considerably more people now have jobs than at the low point last
year. Industrial production has increased by 9 percent since July. Holiday
sales have hit an all-time peak.

The relatively safe passage from inflation to greater stability was no
accident. Businessmen, workers, and farmers demonstrated much greater
judgment and restraint than in earlier similar periods. Their actions
showed that they had gained understanding of the causes of our economic
situation and what should be done to improve it. Their efforts were aided
by public policies which had been developed over the years and had been
improved by experience. Government measures in such fields as credit
and banking, social insurance, and agricultural price supports, proved their
worth in cushioning the downswing and lending strong support to the re-
covery movement.

This effective teamwork between free enterprise and Government con-
founded the enemies of freedom who waited eagerly, during 1949, for the
collapse of the American economy. Our economy continues strong. We
are able to continue and advance the domestic and international programs
which are the hope of free peoples throughout the world.



We have succeeded in avoiding a serious set-back in 1949. We have
regained stability; but we need more than stability. The great motivating
force in our economic system is the perpetual will to move ahead, to use our
skills and our resources more efficiently, to produce more at lower cost, and
to provide a better and richer life for all our citizens. The American econ-
omy must expand steadily.

Maximum production and maximum employment are not static goals;
they mean more jobs and more business opportunities in each succeeding
year. If we are to attain these objectives, we must make full use of all the
resources of the American economy.

During the past year, we did not do so. Our success thus far in reversing
the forces of recession cannot hide the high price we paid for economic
instability. ‘The downturn brought anxiety and suffering to millions who
became unemployed, and to their families. It brought failure to many
small businesses. It reduced the opportunities for the creation of new enter-
prises. It hurt the free nations whose continuing revival depends upon
trade with us. It caused our total output for 1949 to be some 10 to 13 billion
dollars lower than it would have been if maximum production and employ-
ment had been maintained.

In earlier economic reports, I emphasized the dangers of permitting in-
flationary pressures to continue, and urged measures to hold them in check.
Most of these measures were not adopted, and the break in the eco-
nomic boom, against which I had warned, came to pass. Six months ago,
the Midyear Economic Report pointed out the way to recovery. Addi-
tional steps should now be taken to complete the process of recovery. We
must not again make the mistake of failing to adopt affirmative policies
necessary for continued economic stability and growth.

At present, our economy is moving upward again. But we have not yet
reached the point of fully employing our resources.

Although output is high, some resources of plant and equipment are
not being fully used. Although employment is large, unemployment in
recent months has been about 1% to 2 million higher than in the corre-
sponding months of 1948. Furthermore, our technology, productive facili-
ties, and labor force are continuing to grow.

If we are to use all these resources, we must tap the dynamic forces of
expansion within the American economy. One of the most important
of these dynamic forces is the process of business investment, by which
productive capacity is enlarged and improved. In the fourth quarter of
the year, business investment has not kept pace with the improvement in
economic conditions. If the downward trend in business investment were
to continue, our prospects for full recovery and continued expansion would
be seriously endangered.

There is no need for this decline to continue. There are immense op-
portunities for business investment in nearly every segment of the economy.



There are in general sufficient funds available to businessmen who want to
seize these opportunities. The initiative of businessmen, aided by proper
Government policies, can and should soon reverse the trend of business
investment.

Business investment can continue at a high level only if markets for
consumer goods continue to expand. Price and wage policies should be
directed at enlarging these markets. For only by broadening the distribu-
tion of goods and services can our business system find full use for its
expanding productive capacity.

The events of 1949 demonstrated anew the basic strength of the American
economy. They also demonstrated that economic affairs are not beyond
human control. We should now seek to establish a course that will com-
plete the recovery and carry us on to steady economic growth.

Summary of the Economic Situation

Total civilian employment in 1949 averaged 58.7 million, somewhat less
than the average of 59.4 million in 1948, and was 58.6 million in December
1949. Nonagricultural employment fell during the first five months, reach-
ing a low of 49.7 million in May. Since that month it has increased at
more than the usual seasonal rate, reaching 51.8 million in December.

Opver the year, unemployment averaged 3.4 million, or about 5 percent of
the labor force, compared with 2.1 million or 3 percent of the somewhat
smaller labor force in 1948. Unemployment at its worst in July 1949
amounted to 4.1 million. In December, it was just below 3.5 million, 1.6
million more than in December 1948. There has been a rapid rise in the
number of unemployed workers exhausting their rights to unemployment
benefits.

Total production of all goods and services in 1949 was 259 billion dollars.
Adjusted for changes in prices, this was about 1 percent lower than in
1948, and fell short of maximum production by 4 to 5 percent, or 10 to
13 billion dollars. The sharpest drop was in industrial production, which
averaged 9 percent lower than in 1948, while agricultural output dropped
about 1 percent. Construction advanced about 5 percent, and output of
electricity and gas rose about.2 percent. There was a gain in the service
industries.

From November 1948, until the low point of July 1949, industrial pro-
duction declined 17 percent. Since July the trend has been upward,
interrupted only by work stoppages. By December industrial production
had regained nearly half of the lost ground.

Prices during the first half of 1949 showed a general but moderate de-
cline, followed by relative stability in the second half. Wholesale prices
by the end of the year were down 7 percent from their level of a year
carlier and 11 percent below their 1948 peak. The sharpest declines were
in farm and wholesale food prices. Farm prices are now 23 percent
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below the postwar peak and 12 percent below what they were a year ago.
The drop in consumers’ prices was much more moderate. By November
1949, consumers’ prices had declined 2 percent below the level at the end
of 1948 and 3 percent below their postwar peak.

Wage increases were received by a much smaller number of workers
than in previous postwar years. There was no general wage pattern. Wages
averaged slightly higher than in 1948, and consumers’ prices were some-
what lower. One outstanding development was the growth of pension
and social insurance plans financed in whole or in part by employers.

Work stoppages in 1949 were about the same in number as in 1948, but
the two major stoppages, in coal and steel, involved such a large number
of workers that the loss in man-days of work was about 50 percent greater
than in 1948.

Profits were lower in 1949 than in 1948. For the year as a whole, cor-
porate profits before taxes and the inventory valuation adjustment were
27.6 billion dollars, a drop of about 21 percent. Much of the loss in re-
ported profits represented the effect of falling prices on inventory valuation.

Farm income (realized net income of farm operators) declined about
15 percent, reflecting the decline in prices. The agricultural price-support
program prevented a much sharper decline in prices and incomes.

Credit terms generally eased during the year. Interest rates de-
clined. Business loans, reflecting the liquidation of inventories, declined
sharply during the first six months but began to advance again in the latter
part of the year. Instalment credit, after a slight decline in the first quarter,
resumed its advance and reached a new postwar peak. Most notable was
the more than 60 percent increase in automobile instalment credit during
the year.

Consumers’ disposable income was slightly higher in 1949 than in 1948,
rising from 190.8 billion dollars to 192.9 billion dollars. The trend, how-
ever, was different, rising every quarter in 1948 and falling every quarter
in 1949. In the fourth quarter of 1949 the annual rate was 191.1 billion
dollars. Unemployment compensation in 1949 contributed 1.9 billion
dollars to consumer income, 1 billion dollars more than in 1948.

Consumer expenditures for goods and services were remarkably con-
stant throughout 1949. Their total was 179 billion dollars. This was
equal to the total for 1948 as a whole, but about 2 billion dollars lower
than the annual rate in the second half of that year. Allowing for price
changes, consumers’ expenditures represented a slightly higher volume of
goods and services purchased than in 1948. An increased proportion of
consumer spending was devoted to purchases of services and durable goods,
a decreased proportion to the purchase of nondurable goods.

Net personal saving amounted to 14.4 billion dollars, compared with 12
billion dollars in 1948. During 1949, however, the trend of saving was
downward, from an annual rate of 16.3 billion dollars in the first quarter



to 13.1 billion dollars in the fourth. While personal saving in 1949 was
high by any previous peacetime standards, it is estimated that about one-
third of all families did not add to their savings, but instead spent more
than they earned.

Private domestic investment in 1949 was 18 percent below the preceding
year, primarily because of a shift from accumulation to liquidation of in-
ventories. By the fourth quarter, the liquidation of inventories was slowed
down, but investment in plant and equipment continued to decline. The
drop in business investment was the principal feature in the lower level of
economic activity in 1949.

Construction, in spite of a slow start, exceeded the high level attained
in 1948 by 3 percent in dollar volume, and was an important stabilizing
force in the economy. Public construction increased by 25 percent over
1948. Private construction declined by 4 percent, but residential con-
struction was particularly strong in the second half of the year, rising to a
new postwar peak in the fourth quarter. Housing starts for the year
exceeded 1,000,000, compared with 931,300 in 1948. The number of multi-
family units started was about one-fourth larger than in 1948.

By the end of the year, the rate of total construction activity was 11 per-
cent higher than it was a year earlier, and the backlog of contracts had
increased considerably. A reduction in prices and costs, the easing of credit,
the expanded authority of the RFC to purchase mortgages, and the renewal
of FHA authority to insure rental projects, all contributed to the upsurge.

Corporate finance reflected the changes in the economic situation. The
shift from increasing inventories and increasing customer credit in 1948, to
inventory reduction and a lower rate of increase in customer credit in 1949,
permitted corporations to improve their financial liquidity while continuing
large outlays for new plant and equipment. Liquid assets increased by
2.5 billion dollars. Short-term debt decreased by 4 billion, but long-term
debt increased by about the same amount. In 1949, internal sources of
corporate funds were larger than required for capital investment; in 1948,
internal sources of funds amounted to only about 70 percent of the require-
ments for capital investment.

The export surplus {the excess of our exports of goods and services over
our imports) was only slightly lower in total in 1949 than in 1948, but it fell
sharply in the second half of the year. This resulted primarily from a sharp
drop in our exports of goods and services, following severe losses of gold
and dollars by the countries in the sterling area. The devaluation of foreign
currencies subsequent to these losses has so far had little effect on our
economy.

Government fiscal transactions in 1949 helped to stabilize the economy.
Cash payments by governments—Federal, State and local—were about
8 billion dollars higher in the calendar year 1949 than in 1948. Federal
cash payments alone were 6.2 billion dollars higher. Nearly half of this



rise resulted from the impact of recessionary forces on such programs as un-
employment compensation and agricultural price supports, and the remain-
der was mainly the result of larger expenditures for international and defense
programs. The increase in State and local cash payments was caused
chiefly by higher expenditures for schools, roads, and other public works.
With increasing government payments, and with a slight decline in the
gross national product, the ratio of all government payments to total output
increased from about 20 percent in 1948 to 231, percent in 1949. Cash
receipts declined primarily because of the 1948 cut in Federal taxes.

As a result of these changes, the cash surplus of all governments—Federal,
State, and local-—which amounted to over 7 billion dollars in the calendar
year 1948, became a cash deficit of 3 billion dollars in 1949. For the Fed-
eral Government, the result was a shift from a cash surplus of 8 billion
dollars to a cash deficit of about 1.7 billion dollars.

Unifying Principles for Action

These facts show our tremendous economic strength. But this strength
does not rest in material things alone.

If we are to continue our economic growth the major economic groups
must all pull together—businessmen, wage earners, and farmers must work
toward the same ends. Government, in turn, must carry out the aspira-
tions of the whole people.

Our success will depend upon the widespread conviction that all groups
have a stake in the expansion of the economy—that all will share in the
benefits of progress. In the days ahead we must broaden our understand-
ing of how the various interests of our people are interrelated.

Toward this end, I should like to point out certain principles on which
we can all base our economic efforts. The more widely these principles
are understood, the better able we shall be to solve our common problems
and reconcile the interests of different economic groups. The more widely
these principles are used as the basis for economic action and decision, the
more rapid will be our national progress.

First. Our economy can and must continue to grow.

An expanding population and an increasingly productive labor force
require constantly expanding employment opportunities and steadily rising
levels of investment and consumption. Within five years, we can achieve
an annual output in excess of 300 billion dollars. The gain in national
income would be equal to an average of nearly $1,000 for every family in
the United States. This would greatly improve standards of living. It
would go far toward our goal of the complete elimination of poverty. It
would provide employment opportunities for about 64 million workers.

Such prospects are not fanciful. They are based upon our long-term
record of achievement, including some years when we did not use fully our
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resources of plant, managerial skills, and labor force. And today, we are
better equipped with these resources than ever before.

But we will not make this progress within five years unless we begin
to move in that direction now. Our immediate goal for 1950 should be to
regain maximum employment. This requires the reduction of unemploy-
ment to the minimum level consistent with labor mobility in a free economy.
We should strive this year to reduce unemployment from 32 million to 2
million, or 2%, million at most. This would mean about 61 million civilian
jobs. It would mean stepping up our national output by about 7 percent
above the 1949 total. These are our objectives for this year under the
Employment Act. If we put forth sufficient effort, we can reach these
objectives before the year’s end.

Second. The benefits of growth and progress must extend to all groups.

Only in this way can the long-run welfare of any group be preserved.
If any part of our economy is depressed, or fails to gain, it can only serve
as a drag against the gains of other parts. There is no room for the
feeling that one group can prosper only at the expense of another. There
is abundant opportunity for all groups to prosper together. Expansion
to a 300 billion dollar economy within five years would place 30 to 45

illion dollars more per year in the hands of consumers for buying the needs
and comforts of life. It would provide opportunity for profitable busi-
ness investment in plant, equipment, and housing which might run 3 to 6
billion dollars per year above the 1949 level. It would enable farmers to
sell about 10 percent more food for domestic consumption.

Third. This growth will not come automatically, but requires conscious
purpose and hard work.

Productivity per worker should be increased by at least 2 to 21, percent
a year. Labor should base its policies on the prospect of a stable and
expanding economy. Businessmen should base their investment policies on
confidence in growth, shape their price policies to the needs of larger markets,
and proceed with vigor and ingenuity to develop new and better products
of all kinds. Farmers should make full use of new technology, and make
shifts in production toward those commodities most needed in a growing
peacetime economy.

To promote an environment in which businessmen, labor, and farmers
can act most effectively to achieve steady economic growth is a major task
of the Government. It must perfect measures for helping to stabilize the
economy. It must build up the natural resources which are essential to
economic progress, and expand the protective measures against human
insecurity. It must keep open the channels of competition, promote free
collective bargaining, and encourage expanded opportunities for private
initiative.

Fourth. The fiscal policy of the Federal Government must be designed
{0 contribute to the growth of the economy.



The Federal Budget is an important part of the national economy.
Wise budgetary policies can promote stability and maximum production
and employment throughout the economy.

In fields such as resource development, education, health, and social
security, Government programs are essential elements of our economic
strength. If we cut these programs below the requirements of an ex-
panding economy, we should be weakening some of the most important
factors which promote that expansion. Furthermore, we must maintain
our programs for national security and international peace. These pro-
grams are the defense of the world against disaster. Upon them, our whole
future depends.

Government revenue policy should take into account both the needs of
sound Government finance and the needs of an expanding economy. Fed-
eral receipts should be sufficient over a period of years to balance the budget
and provide a surplus for debt reduction. At the same time, the tax struc-
ture, and the changes made in it from time to time, should be such as to
promote the amounts and types of investment, consumption, and saving
needed for economic expansion. We should recognize that the expansion
of the economy will generate additional revenues and strengthen the fiscal
position of the Government.

Fifth. We must deal vigorously with trouble spots which exist in our
economy even in times of general prosperity.

Special measures are needed to help low-income groups and, even more
important, to provide them with better opportunities to help themselves.
We must deal with the particular problems of communities or areas which
are depressed, or whose economic growth has been retarded. Whenever a
shortage of jobs, or lack of business opportunity, affects as many persons
as it does today, it is a matter for national concern. Economic stagnation
anywhere is an injury to the whole economy. We must direct specific
measures to these special problems.

In the light of these guiding principles, I turn to the consideration of
needed economic policies.

Economic Policies

Under our system, private and public policies go hand in hand. Private
economic policies provide motive power of the economy. Public economic
policies provide the framework for economic activity. Sound plans for our
future growth must take account of both, and blend them to achieve maxi-
mum effectiveness.

Price and wage policies

The basic economic problem facing the country now is not to combat
inflation. Instead it is to increase production, employment, and incomes
to complete the recovery from the 1949 downturn, and to go on to the higher



levels which will be made possible by a growing population and rising
productivity.

Business policies concerning prices should be determined with these
objectives in mind. In general, prices now seem at or near a stable
level consistent with continued expansion of business activity. There
are few if any major areas in which price increases would be justified under
present circumstances. In some outstanding areas, price cuts are feasible
and needed to maintain and expand sales. Furthermore, technological
progress should in part be reflected in price reductions from time to time.

Wage adjustments are one historic method by which buying power has
increased with increasing productivity. These adjustments are now in the
hands of management and labor. That is where they should remain. At
the same time, the participants in collective bargaining, particularly in
dominant industries, should recognize that wage adjustments affect not
only the employers and workers immediately engaged, but also the whole
economy.

I am glad to note that the Council of Economic Advisers is encouraging
joint conferences in which representatives of industry, agriculture, and
labor may together study the economic principles underlying maximum
economic activity. Such conferences should be productive of improved
policies.

Business investment

The large and imaginative programs of expansion and modernization of
plant facilities which have been undertaken since the war represent a signal
achievement by private enterprise. The trend of business investment, how-
ever, has recently been downward, and its continued decline would be a
cause for real concern.

There are tremendous business opportunities in a growing economy. Not
only are there more people in our country every year, needing food and
clothing, homes and houschold equipment, and all the other goods and
services of our bountiful productive system. Even more important, the
results of research and experience give us every year new and better ma-
terials and productive methods; new producis are constantly being de-
veloped, and whole new industries begun. Al these changes are continually
opening up new opportunities for productive investment.

There are, in general, ample funds available to businessmen who want to
expand or build new plants, to replace obsolete equipment, or to extend their
operations to new geographic areas. Banks are in a position to provide
funds for sound loans, and interest rates have been declining. The flow
of institutional savings, such as insurance premiums, is at record levels.
Corporations as a whole are in excellent financial condition. While there
are real difficulties facing some businessmen, particularly those whose enter-
prises are small or medium-sized, and those in certain parts of the country,



as a whole there is no general financial bar to a steady expansion of business
investment.

In order to reverse the present downward trend, and to achieve the rising
volume of business investment consistent with an expanding economy, busi-
nessmen should grasp the opportunities which lie ahead; and should help
to make the adjustments in prices and incomes which will translate potential
markets into real markets. The enterprise and imagination of private busi-
nessmen will be a crucial factor in achieving the upward growth of which
our econorny is capable.

While our primary reliance should be placed upon private initiative, the
Government can also help to encourage a reversal of the downward trend of
business investment. The tax recommendations I shall transmit to the
Congress in the near future will, in addition to providing some net increase
in revenue, propose certain changes in our tax structure which will make
it more equitable and stimulate business activity.

There is a great need to meet the problems of small businessmen who
cannot now obtain adequate financing on reasonable terms. New devices
for encouraging private financial institutions to furnish equity capital to
small and medium-sized concerns are being studied in the Executive Branch,
and I hope to make recommendations to the Congress on this subject dur-
ing the present session. Meanwhile, I recommend that the Reconstruc-
tion Finance Corporation be authorized to increase the maximum maturity
of its business loans substantially above the present 10-year limit.

Private housing investment

Housing is one of the major fields in which more investment is required
to meet the growing needs of our people. The level of housing construc-
tion in 1949 was only slightly higher than in 1925, despite a much larger
population. The relative lag of housing technology and various outmoded
practices have resulted in a wide gap between the cost of producing good
housing and the vast potential market for housing to be found in the needs
and desires of families of low and middle incomes.

The housing problem requires a vigorous combination of action by pri-
vate enterprise and by all levels of government. Reduction of housing
costs, through technical progress, better organization, and improved financ-
ing, is imperative. Aside from public subsidized housing, further methods
must be found to enlarge the flow of private capital into housing. The
Federal Government should supplement the comprehensive housing legis-
lation, enacted last year, with a new program to stimulate the flow of low-
cost private money into the development of middle-income housing, mainly
through cooperative and other non-profit ventures.

A high level of residential construction is an integral part of a generally
expanding economy, and requires not only direct stimulation of investment
but also continued growth in consumer purchasing power.
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Rent control

While the preceding recommendations aim at the fundamental solution
of the housing problem, the increases in rents which would follow a sudden
ending of rent control would still create severe hardships in a large number of
areas. It would lift the cost of living, impair consumer buying, and com-
plicate the problem of wage adjustments. Therefore I recommend ex-
tension of rent control for another year.

Fiscal policy

At the present time the Federal Budget shows a deficit, principally be-
cause of the drop in incomes and employment in 1949, the untimely tax
reductions in 1948, and the continuing heavy demands of national security
programs. As business conditions continue to improve, we should bring
Government receipts and expenditures into balance, and provide some sur-
plus for debt reduction, at the earliest date consistent with the welfare of
the country.

Despite the current deficit, the fiscal position of the Federal Government
is basically strong. If the trend of business continues upward as it should,
Federal revenue will increase. At the same time, under the policies I am
recommending in the Budget, Federal expenditures should decline some-
what over the next few years. This movement toward a balanced budget
should be accelerated by changes in our tax laws which will reduce present
inequities, stimulate business activity, and yield a moderate amount of addi-
tional revenue.

This reliance upon a combination of three factors—an expanding econ-
omy, all reasonable reductions in expenditures, and a moderate increase
in revenues through changes in the tax laws—is the wisest course toward
a balanced budget. In the long run, the Government’s fiscal position de-
pends upon the health of the national economy. It will not be promoted
by drastic slashes in expenditures which are essential to our economic
growth and to continued peace. Neither will it be promoted by tax in-
creases so drastic as to stifle business activity. Either action would impair
our chances for achieving our major national and international objectives
and would threaten further recovery.

Credit policies

To carry out the purposes of the Employment Act, the Government
should be equipped, as a permanent matter, with the minimum tools neces-
sary to control the basic factors of credit expansion.

To eliminate the competitive disadvantage of Federal Reserve member-
ship, the authority of the Board of Governors of the Federal Reserve System
over bank reserve requirements should be revised. The Board should have
broader powers than it now has to increase bank reserve requirements in a pe-
riod of inflation. This would be a protective measure for the entire banking
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system, and accordingly should be applicable to all banks insured by the
Federal Deposit Insurance Corporation.

The Board’s authority over instalment credit ended last June. Since
that time the excessive relaxation of instalment terms offered to consumers
has demonstrated the need for a restoration of the Board’s authority.

I have heretofore pointed out the need for more effective Government
supervision over speculative trading on the commodity exchanges. 1 recom-
mend that the Congress grant more specific and more adequate authority
for this purpose.

Farm policy

A generally prosperous economy will do more than all else to help the
farmer. As the economy grows, it can absorb an expansion of total agricul-
tural output, provided the necessary shifts in amounts and types of different
products are made to meet the needs of a changing peacetime economy.
Changes in our farm policy are needed to accelerate these shifts in produc-
tion, to check the decline in farm incomes which has persisted for more than
a year, and to accord to farmers a fair share of the fruits of prosperity.
These basic objectives of farm policy call for some shift of emphasis from
the support of prices of particular commodities to the support of farm
income.

There is also need for additional methods of support. Perishable prod-
ucts, in particular, cannot be supported satisfactorily by loans and purchases
alone, and yet these are the products the expansion of whose output is
most desirable. I therefore urge that support through production payments
be authorized.

Special measures are needed to aid low-income groups in agriculture.
These include measures to provide credit and management aids to low-
income farmers to help them enlarge and improve their farms. They in-
clude programs to provide rural electrification, rural telephones, better
farm housing, and improved opportunity for medical care. In addition,
we must continue to improve the education of our farm youth not only
to make them more efficient farmers, but also to help some of the under-
employed people in agriculture find useful work in other occupations.

Increased emphasis should be given to encouragement of types of farming
which are most needed. Research and education, and conservation and
credit programs, as well as the Government’s support of farm prices and
farm incomes, should be directed toward this end.

Developmental programs and community services

After the restraints imposed by war and by postwar inflation, Federal
programs for resource development, transportation, education, and health
are just beginning to adjust to the needs of an expanding national economy.
Even now, the requirements of national security, international aid, and
veterans’ adjustments are so urgent and so large that progress in develop-

12



mental programs and community services must necessarily be limited to
gradual advancement at a rate below the genuine need.

Nevertheless, we are continuing to expand our investment in the develop-
ment of our rivers for flood control, navigation, reclamation, and electric
power, in the expansion of our highways, and in the development of atomic
energy. I again urge early authorization of the St. Lawrence seaway and
power project, which should be started as soon as plans can be completed.
In most of our major river valleys we do not have satisfactory means for
preparing integrated programs of development. I have already recom-
mended, and I again urge, that the Congress authorize the consolidation
of a number of Federal activities in the Pacific Northwest into a Columbia
Valley Administration.

Present deficiencies in education and health are so compelling that 1
repeat my recommendation for new programs. Expansion of public health
services, and of enrollments in schools of medicine, nursing, dentistry, and
public health, should be started now. The growing number of children
of school age cannot be permitted to delay their education. I therefore urge
the prompt enactment of aid to elementary and secondary education, and the
provision of funds for a survey to determine the extent of the need for
school construction. There should also be authorized a limited program to
assist capable young people who are now financially unable to secure the
higher education essential to the full development of their talents.

Many of the existing procurement, construction, and loan programs of
the Federal Government can be adapted, to some extent, to alleviate serious
unemployment in particular local areas. The program initiated for this
purpose in the summer of 1949 has shown some good results and it will
be continued. It is evident, however, that some localities are faced with
long-term rather than temporary difficulties and that effective programs
to provide permanent solutions need to be worked out. The Federal
Government will continue to use all available resources for the aid of such
distressed areas and, cooperating with State and local agencies and private
groups, will assist in preparing programs adjusted to the long-range prob-
lems and opportunities of those areas.

Social security

In our growing economy, there can be no excuse for failure to develop
an adequate system for protecting our citizens against economic insecurity.
As we produce more, we can and should make more adequate provision
for the aged, those who cannot find work, and others in our society who
are in need.

T urge the Congress to act promptly on the recommendations I have made
for the extension and improvement of social security. We must move
rapidly toward a comprehensive social insurance system protecting nearly
all workers—including those employed in farming—and their families
against the risks of old age, unemployment, disability, death of the family
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wage-earner, and illness. The costs of such a system, when measured
against the growing output of our economy, are well within our capacity
to pay.

The present programs of social security are grossly inadequate. Because
of the limited coverage of the present law, and the exhaustion of benefits
by many workers, one-third of the unemployed are now receiving no unems-
ployment insurance benefits, and in some areas the proportion approaches
wtwo-thirds. Many communities provide no public funds for the relief of
jobless workers and their families. There are also several million disabled
workers, many with families to support, who are not eligible for public insur-
ance benefits. In some places, they do not even receive public relief.
Only 650,000 of the millions of bereaved or broken families with very low
incomes are receiving survivors insurance. Only 30 percent of the aged
population are eligible for social insurance benefits, which are so meager
that few can retire voluntarily. Needed medical care is denied to millions
of our citizens because they have no access to systematic and adequate
methods of meeting the cost.

The current inadequacy of the social insurance programs is sharply re-
flected in the disproportionate load now being borne by public assistance
programs. Increasing numbers of the aged, the disabled, and the unem-
ployed have been forced to resort to public assistance. This distorts the
original intent of the Social Security Act that people are entitled to security
as a matter of right. The burden of public assistance is straining the fiscal
capacities of State and local governments. While enactment of proposed
social insurance programs will alleviate this problem in the future, provision
must be made for dealing with the problem in the meantime. I there-
fore urge enactment of the proposals which I submitted to the Congress
last spring for the extension and improvement of the program of Federal
grants to States for public assistance.

International economic programs

We are now in a transitional stage in the development of our inter-
national economic policies. Our short-run programs of aid to friendly
countries abroad have begun to bear fruit in increased production, ex-
panding trade, and rising living standards. At the same time, the long-
range nature of the problems of world production and trade has emerged
more clearly, and the need for the United States to play a continuing role
in world development through capital and technical assistance has become
evident.

The progress already made toward achieving the objectives of the Euro-
pean recovery program and of other short-run aid programs should prompt
the continuation of these programs on a basis commensurate with need.
To cripple them now would imperil past progress and risk the waste of
expenditures already made. I recommend that these programs be ex-

tended on a scale sufficient to accomplish the purposes for which they were
established.
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In the years ahead, we must lay increasing emphasis upon long-run in-
ternational economic programs. We need to move vigorously toward a
world-wide increase of international trade. This will result in larger im-
ports into our country, which will assist other countries to earn the dollars
they need, and will at the same time increase our own standard of living.
An immediate step in this direction is to approve promptly the proposed
Charter for the International Trade Organization, which has been nego-
tiated to establish a code of fair trade practice and a means for steadily
improving international commercial relations.

Even the maximum feasible reduction of barriers to world trade would
not alone make possible the continued increases in world production and
living standards which are essential to world peace. Such reductions are
of little immediate benefit to the underdeveloped areas of the world, which
cannot produce enough to achieve an export surplus and build up their
productive capital. These areas urgently need improved technical knowl-
edge and increased capital investment. The aim of the Point Four pro-
gram for assistance to underdeveloped countries is to help meet these needs.

To make the most effective use of invested capital, underdeveloped coun-
tries require technical assistance. Hearings have already been held by the
Congress on the legislation I have recommended to stimulate the inter-
change of technical assistance. I urge action on this proposal as soon as
possible.

The United States has sufficient productive strength to provide capital
for investment in productive developments abroad. In order to encourage
the private investment of United States funds abroad, I urge the Congress
to act promptly on the legislation now before it to authorize the Export-
Import Bank to guarantee such investments against certain risks peculiar to
foreign investment. Through the negotiation of treaties, the Government
is moving to improve conditions for investment abroad and assure protec-
tion for the legitimate interests of United States investors. It will also con-
tinue to be the policy of the Government to encourage American investment
abroad only when it is carried on in a way that protects the interests of the
people in the foreign countries concerned.

I recommend also that certain provisions of the tax laws governing the
taxation of income from foreign investments be revised in order to stimulate
the flow of American capital abroad.

In addition to its direct contribution to increased production, the tech-
nical assistance program should prepare the way for, and stimulate the
preparation of, concrete development projects, on the basis of which an
increasing volume of private and public investment can be made. It is
unlikely that private funds, including those invested through the Interna-
tional Bank, and the present resources of the Export-Import Bank, will be
sufficient to meet the need for investment abroad. It will probably become
necessary at a later time to increase the lending authority of the Export-
Import Bank.
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Summary of Legislative Recommendations

1 summarize below the legislative recommendations contained in this
Economic Report, and urge that the Congress enact them into law:

1. Make some revisions in the tax structure to reduce present inequi-
ties, stimulate business activity, and yield a moderate amount of net
additional revenue. My specific recommendations on taxes will be
transmitted to the Congress at an early date.

2. Enact a new program to stimulate private investment in housing
for middle-income families,

3. Substantially increase the maximum maturity period for business
loans made by the Reconstruction Finance Corporation.

4. Improve the protection of farm incomes and encourage needed
shifts in farm production, by authorization of production payments
and other changes in present legislation.

5. Establish a Columbia Valley Administration, and authorize the
St. Lawrence seaway and power project.

6. Provide for Federal aid to elementary and secondary education,
for a limited program of aid in support of higher education for capable
students, for aid to medical education, for the improvement of local
public health services, and for grants to States for surveys of the need
for school construction.

7. Extend and liberalize the social security structure by improving
old-age, survivors, and unemployment insurance, enacting disability
and health insurance, and expanding Federal grants-in-aid to States
for public assistance.

8. Extend rent control for another year.

9. Continue the foreign recovery programs on a basis commensur-
able with need.

10. Approve the Charter for the International Trade Organization.

11. Authorize the program for technical assistance to underdevel-
oped countries, and for guarantees by the Export-Import Bank against
risks peculiar to private investment abroad; and revise certain pro-
visions in the tax laws governing the taxation of income from foreign
investments.

12. Provide additional authority over banking reserves to the Board
of Governors of the Federal Reserve System; extend that authority to
all banks insured by the Federal Deposit Insurance Corporation; and
restore the Board’s authority to regulate consumer credit. Provide
authority to regulate speculation on the commodity exchanges.

* % % % %

In the Message on the State of the Union, I have stressed the fateful role
which the United States has come to occupy in the progress of human
destiny. Owur responsibilities are already determined by the course of world
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events. But how well we measure up to these responsibilities remains in
our own hands.

Moral leadership comes first, as we seek to inspire free men everywhere
with confidence in their cause. But history proves that many great moral
purposes have failed or faltered because the material strength to support
them was lacking. The economic power of the United States, at its full
potential, is the keystone of this support.

The Congress foresaw this when it gave our national economic policy the
degree of central significance accorded to it under the Employment Act of
1946. As the deliberations of the United Nations demonstrate, other
nations recognize the overwhelming importance to the cause of freedom of
wise economic policies and full employment.

Our economic situation today is good, and it can be better. The lessons
of the past and the magnificent challenge of the future continue to spur us
on. For all to thrive and prosper together, all must work together—with
mutual understanding and common purposes. That is the spirit of our
democracy. That is the spirit in which I transmit these recommendations
to the Congress, and to all those whose actions affect our economy.

HARRY S. TRUMAN.
Janvary 6, 1950.
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I. Economic Developments in 1949

THE CoURSE oF EMPLOYMENT AND PrRODUCTION

Employment

MPLOYMENT levels for 1949 as a whole did not meet the maxi-

mum employment goal set forth at the beginning of the year, which
called for an average employment about 1 million above that in 1948 to
absorb a growing labor force. Average civilian employment in 1948 was
59.4 million, and in 1949 it was 58.7 million, a drop of 700 thousand, in-
stead of the needed increase of 1 million. However, the fairly steady
drop in total civilian employment which began late in 1948 and continued
through February 1949 was checked in March, due primarily to a seasonal
increase in agriculture. The low point in nonagricultural employment was
reached in May. Since then the trend in nonagricultural employment has
been upward, except for the period affected by the steel and coal stoppages.
By the end of the year, total civilian employment stood at 58.6 million,
or about 850 thousand below December 1948. (See chart 2.)

Manufacturing employment fell from an average of 15.3 million in 1948
to an average of 14.2 million in 1949. The decline from the September
1948 peak was steady until midsummer, when it was halted and reversed.
The drop during the first half of the year was most notable in durable lines,
although textiles also dropped significantly. Certain manufacturing seg-
ments, such as automobiles, aircraft, printing, and apparel, remained at
high employment levels throughout 1949. Employment also continued at
high levels in construction, trade, finance, and services. Government em-
ployment increased, largely in State and local government. There were
significant decreases in mining and railroad transportation.

Particularly noteworthy during the latter half of 1949 was the improving
employment situation in industries manufacturing nondurable goods. By
the year’s end, total nonagricultural employment was 2.1 million higher
than in May.

Employment in agriculture averaged slightly higher in 1949 than in
1948, but in December 1949 the number of farm workers was about 600
thousand less than in December 1948.

The number of employed persons tells only part of the employment story,
since the number of hours worked is also important. For all employed
nonagricultural workers, the hours worked averaged about half an hour a
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CHART 1

ECONOMIC INDICATORS
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week less in 1949 than in 1948. Relating the total number of persons em-
ployed to the average weekly hours of work indicates that total man-hours
on the job in 1949 were some 2 percent lower than in 1948.

Part of this decline in working time was a result of the sizable increase
in involuntary part-time work caused by the decline in production. In Sep-
tember 1948, less than 1.4 million workers were working part time because
of work slack, inability to obtain full-time work, and job turn-over. The
number had risen to nearly 2.5 million by May 1949, increased slightly
during the summer, but probably declined somewhat in the fall and early
winter.

As manufacturing activity declined, the number of jobless rose from a
low of 1.6 million in October 1948 to 4.1 million at the high in July 1949.
There was an average of 3.5 million persons unemployed during the fourth
quarter of 1949, compared with 1.8 million during the last quarter of
1948. Virtually every important manufacturing area in the country experi-
enced some increased unemployment in 1949; New England, with its heavy
concentration of textile, leather, and machinery factories, was the most
severely affected. In Rhode Island, as many as 20 percent of the workers
covered by the State unemployment insurance laws were drawing benefits
at midyear. In other States in this region, the ratio of insured unemploy-
ment at its peak ranged between 10 and 12 percent. Other States which
had a relatively high incidence of unemployment were New York, New
Jersey, Maryland, the Carolinas, Kentucky, Tennessee, Alabama, Illinois,
and California.

Unemployment represented 12 percent or more of the labor force in 12
major labor market areas out of the 100 reporting in December 1949.
In addition, there were numercus smaller areas where unemployment was
relatively asserious. These areas included textile and leather centers in New
England, coal and copper mining areas in Pennsylvania, Illinois, Indiana,
Michigan, and Alabama, and metal-working centers in New England and
Michigan. Because of the nature of the industries affected, unemploy-
ment rose somewhat more sharply among men than among women. In
the fall of 1948, 27 out of every thousand men in the labor force were
unemployed, contrasted with 33 out of every thousand women. In the
fall of 1949, the ratios were 54 per thousand men and 58 per thousand
women.

For the whole of 1949 there was an average of 3.4 million persons
unemployed or over 5 percent of the labor force, compared with an average
in 1948 of 2.1 million or over 3 percent of the labor force. Since July, after
allowing for the adverse effects of the strikes, there has been a more-than-
seasonal decline in unemployment. During the latter part of the year unem-
ployment receded in virtually all major labor market areas. In December
1949 there were just under 3.5 million persons unemployed, compared with
4.1 million in July.
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CHART 2

LABOR FORCE

The labor force increased by about 800,000 from 1948 10 1949
and civilian employment dropped about 700,000.
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There has been a rapid rise during the year in the number of unemployed
workers exhausting their rights to unemployment benefits. During the
third quarter of 1949 more than 500 thousand persons exhausted their
rights to further benefits before finding employment, while in the compar-
able quarter of 1948 this was true of only about 225 thousand persons. In
a considerable number of the major labor market areas as many as 60 to 70
percent of the unemployed are not now eligible for unemployment com-
pensation, compared with about 35 percent nationally. (Statistics on
employment are shown in appendix tables C-9 and C-10.)

Production

In January 1949, an increase in the total production of goods and services
of 3 to 4 percent, or 8 to 10 billion dollars measured in 1948 prices, was
set as a reasonable objective for the year. This production goal was not
accomplished. The dollar value of all goods and services produced (the
gross national product) was estimated at 262.4 billion dollars in 1948 and
at 258.7 billion in 1949, a drop of about 1.5 percent. This drop in dollar
value was due in part to lower prices and in part to a drop in real output.
The gross national product estimates, together with statistics on the physi-
cal output of goods, indicate that the total production of goods and services
dropped about 1 percent from 1948 to 1949. Thus we fell 4 to 5 percent
below the goal set at the beginning of the year, a deficiency of 10 to 13
billion dollars. Moreover, since output in the second half of 1949 was less
than in the first half, the deficiency widened during the year. (See appendix
table C-1.)

The physical goods component of total output in 1949 was about 5 percent
below the level of 1948. (See appendix table C-14.) Industrial produc-
tion dropped 8.8 percent, and agricultural output fell 1.4 percent. Con-
struction increased 4.6 percent and the output of electricity and gas rose 1.6
percent. The Department of Commerce estimates of changes in personal
consumption expenditures from 1948 to 1949 suggest that there was some
increase in the output of service industries. Evidently the drop in output
of goods in 1949 was almost offset by an increase in services.

The 1.4 percent drop in agricultural output represented a decline of
about 4 percent in the production of crops and an increase of about 5
percent in the output of meat and animal products. The production of
wheat and of feed grains continued at very high levels, although falling
a little below 1948. Larger plantings caused cotton production to increase
in spite of a drop in yield per acre. Food supplies available to the American
public continue ample compared with those of most previous years.

The index of industrial production reached a peak. of 195 percent of the
1935-39 average in October and November 1948, and then fell rather
steadily until it reached a low of 161 in July 1949. This represented a
drop of 17 percent from the peak. The greatest rate of decline was in
durable goods and minerals, production of which fell 20 percent and 24
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CHART 3

INDUSTRIAL PRODUCTION

Industrial production by December 1949 had recovered nearly
half of the drop from its November 1948 peak to its July
1949 low,
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percent, respectively, while the output of nondurables fell only 14 percent.
(See appendix table C-15.)

Since July the trend of industrial production has been reversed and a
considerable recovery has occurred. After the low of 161 in July, the
index of industrial production recovered substantially in August and Sep-
tember, dropped temporarily in October because of the coal and steel
stoppages, and recovered further in the last two months of the year, reaching
176 in December. The December figure was 9 percent above the mid-
summer low, but still 10 percent below the peak of October and Novem-
ber 1948. The recovery in industrial production has been greater in the
nondurable goods industries, the output of which rose 12 percent, than in
the output of durable goods industries, the output of which increased only
8 percent. (See chart 3.)

Thus, in the closing months of 1949, industrial output was rising, although
it was still considerably below the peak level attained in 1948. Construc-
tion and the output of gas and electricity were above 1948 levels, and
agricultural output was only slightly below the 1948 record.
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Prices, WAGES, AND ProrITS
Prices

Price movements during 1949 paralleled the course of total economic
activity. A general but moderate decline in prices during the first half
of the year was followed by relative stability in the second half. The abate-
ment of the postwar inflationary boom did not bring with it an accelerating
decline in prices.

Wholesale prices. Wholesale prices by the end of 1949 had declined
6.9 percent from their level of a year earlier and were 11.0 percent below
their August 1948 postwar peak. The largest drops were in wholesale
farm and food prices, while industrial prices fell least. (See chart 4
and table 1.) The bulk of the drop was during the first half of the
year. During the second half, the slight further drop was accounted
for mainly by wholesale farm and food prices while industrial prices
levelled off.

Wholesale prices of farm products and prices received by farmers
both fell about 12 percent during 1949, and ended the year more than
20 percent below their peak of January 1948. Prices paid by farmers
decreased only about 3 percent during the year, and the ratio of prices
received to prices paid fell to 98 percent of parity in December, compared
with 108 a year before. This was the first time since 1941 that the parity
ratio had stood below 100.  {See appendix table C-23.)

Downward pressure on farm prices was exerted by the continuing high
level of crop production, which brought some surpluses. The decline
continued in the second half of the year, when marketings of hogs and
of eggs and poultry increased markedly. The demand for the better
grades of beef cattle continued strong, and while the drop in hog prices
was sharp, marketing was orderly and support was not required. Grain
prices were quite firm at the end of the year.

Wholesale food prices during the year declined 8.5 percent and at
the end of the year were 18.0 percent below their 1948 peak level. Fol-
lowing a considerable decline early in the year, wholesale food prices were
quite stable through the third quarter. Subsequently, under the pressure of
seasonal increases in supply, food prices began to decline again. Note-
worthy, however, was the strength of certain imported commodities, with
coffee, cocoa, and pepper reflecting in part speculative expectations about
the future size of the crops.

Industrial prices declined during the first half of the year and then
levelled off. During the year, industrial prices declined 5.0 percent and
ended 5.3 percent below the 1948 peak level. The weakness in indus-
trial prices during the first half year reflected the process of inven-
tory liquidation which was a major economic development during that
period. The greatest pressure was on the prices of industrial materials,
because manufacturers’ inventories of such materials were reduced first and
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CHART 4

WHOLESALE PRICES

Industrial prices, ofter a moderate decline in the first © months,.
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prices was downward. Wholesale food prices after little change
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most sharply. (See appendix table C-19.) The downward movement
embraced most categories, with notable exceptions, including the steel and
automobile groups.

TaBLE 1.—Changes in wholesale prices

Percentage change
Commodity group 7 194 D
December 1948 une 1949 to ecember 1948
toJune1og9 | December | to Docember

All commodities. ... o.aeoaao ~4.9 —-2.1 -89

Farm produets_ ... —4.8 -8.1 -12.5

FoOAS e - —-4.6 —4.1 —8.5

Other than farm produets and foods. - —4.9 -1 —5.0

Hides and leather products...._ - —-3.5 +.8 ~2.8

Textile products...._.__.._.._.. R —-5.1 —.6 —-5.7

Fuel and lighting materials. ._ - -5.3 +.1 —5.2

Metals and metal produets. .. . —3.6 —.1 3.7

Building materials__.._______. N —5.3 -.7 —6.0

Chemicals and allied products. . - —10.9 -1.0 -11.8

Housefurnishing goods......_... . -2.2 —-.3 -2.5

Miscellaneous. ... comaeeoan —6.3 4.4 —6.0
Special groups:

Raw materials. ..o —4.5 2-2.5 2~6.9

Semimanufactured articles -8.9 2-1.0 2—-9.8

Manufactured produets. ... —4.4 31,7 2—-6.0

1 Pereentage changes based on preliminary estimates for December 1949, except as noted,
3 Change from December 1948 to November 1949.

Source: Department of Labor (see appendix table C-22.)

By July the major wave of industrial price cuts was over. During the
third quarter, there was a considerable firming up in the prices of many
industrial materials, particularly those which had suffered the greatest
decline during the first half of the year. Thus, there were increases in the
prices of cotton and rayon textiles, steel scrap, the nonferrous metals, lumber,
and other commodities.

While the firmness of the industrial price level continued into the fourth
quarter, there were a number of divergent trends. Copper and zinc con-
tinued strong while lead weakened again. Lead prices were under the
pressure of foreign competition. Tin prices were dropping as they were
freed to find their level in the open market and supplies were increasing.
Lumber prices continued to reflect the high level of construction. Late in
1949 steel prices were advanced. Most finished goods prices continued
stable but increases were recorded for tires and tubes, carpets, sheets, and
some others. (Data on wholesale prices may be found in appendix table
G-22.)

Consumers’ prices. Consumers’ prices were firm during most of 1949,
The decline which began in October 1948 continued steadily until February
1949. From then until November consumers’ prices moved within a
relatively narrow range. In November the consumers’ price index was
168.6, less than 2 percent below the level of 171.4 reached in December
1948, and about 3 percent below their postwar peak of 174.5. (See chart
5 and table 2.) Preliminary indications are that consumers’ prices
declined in December.
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CHART 5

CONSUMERS' PRICES

For most of the year, consumers' prices fluctuated within a

relatively narrow range primarily because of the movements
in food prices. Apparel prices declined steadily while rents

continued to rise.
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The course of consumers’ prices throughout the year was dominated by
the behavior of retail food prices, which had been declining steadily since
July 1948 and reached an initial low point in February 1949. From then
until June, retail food prices moved up again. A minor dip occurred in
July, but by September there was a return almost to the June level. In
November retail food prices were 2 percent below the level of December
1948. The drop from their postwar peak was about 7 percent, less than
half that in wholesale food prices.

Apparel prices declined steadily, and housefurnishings declined for most
of the year. Fuel prices recovered from the midyear decline. The miscel-
laneous items in the consumers’ price index increased during the year and
rents moved continuously upward. (See appendix table C-21 for more
detail on consumers’ prices.)

TasLe 2.—Changes in consumers® prices

Percentage change

Commodity group Decemt%er 1948 T une%o 1949 Decemtber 1948
0
June 1949 November 1948 | November 1949
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Fue), electricity, and refrigeration._
Housefurnishings.
Miscellaneous. _ ...
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~
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Source: Department of Labor (see appendix table C-21).

Wages and related matters

Wages. 1In the face of some decline in the cost of living and a slackening
in employment, demand, and profits in many industries, the pressure for
wage increases, which had been general during the first three postwar
years, became less urgent and more selective in 1949. A substantial number
of organized workers obtained wage increases, but the increases were far
fewer and somewhat smaller in amount than in previous years. With the
labor market easing off, and with the union drive for higher wage rates
slackening, nonunion and clerical workers in private industry apparently
also received smaller increases than in previous years.

It is estimated that general wage rate increases negotiated in 1949
affected about one-third of the 15 million organized workers, while in
1948 a large majority of them received wage increases. The number of
nonunion workers receiving wage increases in 1949 is not known, but it
doubtless was well below previous postwar years. There was no general
wage pattern in 1949, In fact, the industries where wage increases were
common in 1949 were not pattern setters, and in many instances had not
been pattern followers in former years. Federal legislation raised the
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salaries of some 3 million United States Government workers, including
those in the armed services.

For the first time in the past decade, some organized workers were
called upon to accept wage cuts. In the main, however, the wage decreases
for unionized workers resulted from agreements tying wage rates to small
changes in the consumers’ price index. There were a few instances of
union locals agreeing to a general cut in wage rates. Wage cuts were
apparently more frequent among nonunion establishments.

Salaries, wages, and other labor income increased from 135.1 billion dol-
lars in 1948 to 136.8 billion in 1949. Average weekly earnings in manufac-
turing increased from $54.14 to $54.78. Since the consumers’ price index
went down 1.6 percent, the real income of employed wage and salary workers
appears to have increased slightly more than is indicated by the change
in money income. (See appendix tables C-11, C-12, and C-13 for detail
on hours and earnings. )

Pensions, insurance, and other supplementary benefits. One of the out-
standing developments in 1949 was the growth of pension and social in-
surance plans financed in whole or in part by employers. Although an
estimate of the number of workers securing additional benefits in 1949
under established plans or acquiring coverage for the first time is not
presently available, it appears likely that it will be substantially more than
1 million. In many instances the change in established plans amounted
to a small concession to unions secking greater gains, but in other instances
the changes represented an important long-run charge upon industry.
Most of the recently negotiated plans are tied to the social security program,
so that the costs involved in the private plans will decline if benefits under
the Government program are increased.

Other supplementary benefits appeared in most of the year’s settlements.
Only a minority failed to provide either a wage increase or some fringe
benefit, sometimes of significant size.

Commitments to establish company-financed pension and insurance plans
and the adoption of a higher Federal minimum wage to take effect in
January 1950, have substantially increased potential expenditures for labor.

Work stoppages. The number of work stoppages was about the same as
in 1948. The two most important were those in the coal and steel indus-
tries which affected about 800 thousand workers and accounted for half of
the man-days lost through work stoppages. As a result, man-days of idle-
ness were 50 percent higher than in 1948. By the year’s end, the steel
shut-down was over and steel output was above 93 percent of capacity. The
issues involved in the coal stoppage were still largely unsettled although the
miners had returned to work on a 3-day-week basis.

Profits
The moderate decline in economic activity and in prices which marked
1949 was accompanied, as was only to be expected, by a sharper drop
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in profits. As conventionally measured, corporate profits before and after
taxes averaged more than 20 percent below their 1948 levels, while the gross
national product dropped less than 2 percent and wholesale prices less
than 7 percent.

Corporate profits before taxes (not adjusted for inventory valuation) for
1949 are estimated at 27.6 billion dollars, compared with the 1948 level
of 34.8 billion.

Corporate profits declined sharply during the first half of the year, and
by the second quarter were at an annual rate of 26.4 billion dollars before
taxes. During the third quarter, profits before taxes were at an annual rate
of 28.0 billion dollars. The rebound in manufacturing activity and the
peak rate of automobile output were mainly responsible for this increase.
Largely because of the work stoppages, however, profits before taxes fell to
an estimated annual rate of 26.5 billion in the fourth quarter. (Sec chart 6.)

Corporate profits after taxes in 1949 are estimated at 16.7 billion dollars,
compared with 21.2 billion in 1948. The 1949 return represented over
4 percent on sales and over 8 percent on net worth, compared with about
5 percent and 11 percent, respectively, in 1948.

CHART 6

CORPORATE PROFITS

Corporate profits during the 1st half of 1949 showed a
considerable decline reflecting the drop in prices and production.
The trend of profits was upward in the second half of the year,
interrupted by work stoppages. Dividends continued to rise.
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The drop in net farm income also was substantial. Net farm income
before taxes (including value of physical changes in inventories) is esti-
mated at 15.0 billion dollars for 1949, a drop of more than 18 percent from
the 1948 level of 18.4 billion. The most stable element in profits was the
income of unincorporated business and the professions. For this group,
net income before taxes (not adjusted for inventory valuation) is estimated
at about 23.4 billion dollars, a decline of 6 percent from the 1948 level
of 24.9 billion. (See appendix table C—4.)

The conventional measures of business profits during the past four years
have been complicated by the changes in the price level and by the effect
of these changes upon the value placed upon inventories. Prior to the last
quarter of 1948 the price level was constantly rising. Since then it has
been falling. When inventories are sold and replaced at higher prices, part
of the profits reported by business are locked up in the higher costs of the
inventory and are therefore unavailable for other purposes. In periods
when inventories are replaced at lower prices, funds are released, thus in-
creasing the availability of funds to business beyond that indicated by the
current reports on profits. Thus, the conventional measure of profits leaves
uncertain the availability of such profits for investment in new plant and
equipment, and for the payment of dividends.

For the years 1946 to 1948, when prices were rising, the added cost of
replacing inventories relative to the profits reported by corporations was
as shown in table 3. During 1949, when prices fell, the costs of replacing
inventories were correspondingly reduced. The reduction in cost of replac-
ing inventories during 1949 is estimated at 2.7 billion dollars, in contrast
to an increase of 2.2 billion in 1948.

TasBLE 3.—Corporate profits and costs of replacing ‘inventories

[Billions of dollars]
Changes in
Corporate Corporate
Period profits before profits after rgg?;?:i(gg

taxes tazes inventorles !
23.6 13.9 +5.2
31.6 19.1 +6.0
34.8 21.2 +2.2
27.6 16.7 —-2.7

! Inventory valuation adjustment with signs reversed. See appendix table C~4.
3 Estimates based on incomplete data; first half by Department of Commerce and second half by Council
of Economic Advisers.

Sources: Department of Commerce (except as noted).

This resulted in a net shift of 4.9 billion dollars in the cost of replacing
inventories, compared with 1948. Hence, although corporate profits after
taxes fell 4.5 billion dollars, the funds internally available for new plant and
equipment and for the payment of dividends were somewhat more in 1949
than in 1948. There was no longer need for working capital to absorb
an increasing value placed on goods in inventory, a factor which had been
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responsible for much of the increase in bank credit required by business in
earlier years. Coupled with the liquidation of inventories which marked
the recession in the first half of the year, this made funds available which
permitted corporate managers to reduce bank borrowings and to increase
dividends, while maintaining new investment in plant and equipment at a
high level. (Detailed statistics on profits may be found in appendix tables
C~4, and C-29 to C-34.)

MoNEY AND CREDIT

The four important features in the field of money and credit in 1949
were the relaxation of credit restrictions, the usual heavy draft upon the
supply of money incident to the payment of Federal taxes in the first
quarter of the year, the resumption of private credit expansion during the
latter part of the year, and the beginning of a period of deficit financing and
public debt enlargement.

The decline in business loans during the first half of the year did not
reflect any real credit tightness. Most business firms were comfortable
in their financial situation. The volume of business, even while the reces-
sionary movement was under way, was sufficiently large and profitable for
business loans to be paid off when declining inventories released a part of
the working capital invested therein. In the first 7 months of the year,
business loans of the leading city banks declined 17 percent reaching 12.9
billion dollars at the end of July.

Before the end of the third quarter, the downward trend of business loans
was reversed. Expanding business activity again created a demand for
working capital, and the movement continued to the end of the year, when
the business loans of leading city banks were 13.9 billion dollars, compared
with 15.6 billion a year earlier. The business loans and other loans of coun-
try banks were never affected in the same degree. Total loans of all com-
mercial banks in the United States continued at a higher level in every
month in 1949 than in the corresponding month of 1948. However, the
course was very different in the two years. 1In 1948, bank loans were rising
steadily throughout the year, reaching the postwar peak in December. In
1949, there was a slight decline in bank loans until July. There then began
an expansion which gained a higher level in each succeeding month.

In the first quarter of the year, automobile instalment credit increased
moderately while other kinds of instalment credit declined markedly. Reg-
ulations affecting instalment credit terms were then relaxed and the volume
of instalment credit resumed its advance at about the previous postwar
rate. In the third quarter, with the expiration of controls, the growth of
instalment credit was accelerated. By the end of the year automobile in-
stalment credit outstanding had increased over 60 percent from the end of
1948.

The Federal Reserve System contributed to the general easing of credit
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terms during the year by a number of actions including several reductions
in reserve requirements. Although business loans continued to diminish
as business requirements contracted, Federal Reserve action helped to
avoid any general pressure for credit liquidation and improved the founda-
tion for the expansion of business which occurred later in the year. There
was also some easing in the terms and availability of credit to private bor-
rowers and to State and local governments. Both long- and short-term
interest rates declined during the year. One important observable result
of the reduction of reserve requirements was an enlargement of bank
holdings of Government securities, with a corresponding expansion in bank
liquidity positions.

Since income tax payments are so much higher than before the war, the
heavy concentration of Federal tax payments within the winter months has
the effect of causing a sharp decline in bank deposits during the first quarter
of each year. Although this decline is often anticipated in part by a
preceding accumulation of deposits, the concentrated drain within a short
period reduces buying power.

Demand bank deposits, the largest element in the money supply,
declined 2.9 billion dollars from the end of December 1946 to the end of
March 1947. In 1948, the decline in the first quarter was 5.6 billion
dollars, and in the first quarter of 1949 it was 4.4 billion. These declines
are closely related to the payment of Federal taxes within this period, when
a heavily disproportionate part of the personal and corporate income taxes
of each year are paid notwithstanding the shift to the withholding plan
affecting most individual income taxpayers. The interruptions in the
march of strong and inflationary forces in early 1947 and early 1948, and the
progress of the recessionary movement in the first half of 1949, were not
unrelated to this seasonal reduction in the money supply. (See chart 7.)

In April 1949, the gross national debt was reduced to 251.6 billion dol-
lars by use of the Treasury surplus of the preceding 3 months. Federal
expenditures exceeded receipts in every succeeding month except June,
September, and December, when quarterly income tax payments created
surpluses. The gross Government debt increased each month, reaching
about 257 billion dollars by the end of the year.

In 1949, the monetary and fiscal policies adopted since the beginning of
the war again permitted the Treasury to secure funds without causing a
tightening of the money market or a restriction of credit. On the con-
trary, there developed a movement to lower interest rates which was
exhibited in a market demand for Government securities so strong that
the Open Market Committee of the Federal Reserve System felt that it
should exert less pressure against a rise in the market price. Its state-
ment on June 28, 1949, that its open market operations in buying and
selling Government securities would permit greater freedom to the market
was followed by a substantial rise in bond prices and by an increased
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CHART 7

MONEY SUPPLY

The heavy concentration of Federal income tax collections
in the Ist quarter tends to contract the money supply
in that period of the year.
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market demand for short-term securities. Yields were driven down so
low that the Committee directed sales by the Federal Reserve Banks of
large amounts of short-term issues in order to provide a means for invest-
ment of some of the excess reserves and thereby avoid disorderly money-
market conditions. During the second half of the year, yields on long-term
bonds continued at close to the lowest levels of the postwar period, while
short-term rates rose somewhat from the low level reached in July. (Sta-
tistics on money, banking, and credit are given in appendix tables C-24 to

C-28).

Tue Frow or Goops aNnp Purcuasing Power

Consumer income, spending, and saving

For 1949 as a whole, consumer income (personal income before taxes) and
expenditures were about equal to the levels of 1948. Such income in each
year totaled about 212 billion dollars, and expenditures were about 179
billion. Since income taxes were lower, income at the disposal of con-
sumers increased slightly, and the rate of saving went up correspondingly.

Peak rates of disposable income (income after taxes) were reached late
in 1948, and personal saving reached a peak early in 1949. Disposable
income in 1949 was 192.9 billion dollars, compared with 190.8 billion in
1948. But the trend of disposable income in 1949 was downward, falling
in every quarter. (See chart 8.) It reached an annual rate of 191.1
billion in the fourth quarter. This was in marked contrast to the 1948
trend, when disposable income rose in each quarter. Personal saving de-
clined from the exceptionally high rate of 16.3 billion dollars or 8.4 percent
of disposable income in the first quarter of 1949 to 13.1 billion or 6.9 percent
of disposable income in the fourth quarter. This decline resulted from
declines in income coupled with remarkable stability in total consumption
expenditures. (Appendix B and appendix tables C-2, C-5, C-6, C-7, and
C-8 provide statistics on consumer income, spending, and saving.)

Major components of personal income. The major impact of the de-
cline in business activity was registered principally in lower incomes of
corporate business, rather than in personal incomes. During the first half
of 1949 total compensation of employees dropped, but has since then
remained firm despite work stoppages. Business and professional income
was fairly constant in 1949 after a small initial drop from the fourth quarter
of 1948. Farm income, on the other hand, dropped substantially through-
out 1949. Cash farm incomes from marketings fell from 30.5 billion dollars
in 1948 to 27.7 billion in 1949. Net farm income after expenses fell more
than total income because farm expenses remained high, and inventories in-
creased less than in 1948. The minor components of income (rents, divi-
dends, and interest) remained nearly stable throughout last year or in-
creased slightly.
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CHART 8

CONSUMER INCOME, SPENDING,
AND SAVING

Although postwar peaks of disposable income and expenditures were
reached lote in 1948, the crest in personal saving was not
attained until the first part of 1949, Income and saving dropped
during 1949, whfle expenditures remained almost stable.
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Consumer expenditures. Consumer expenditures were fairly stable
throughout 1949 at an annual rate between 178 and 179 billion dollars.
This level was equal to that for 1948 as a whole, but about 2 billion dollars
below that of the second half of that year. Throughout 1949 there was a
noticeable change in the composition of expenditures, with an increased
proportion going to services and durable goods.

Heavy purchase of durable goods in 1949 was due largely to the greater
availability of automobiles, for which there was a substantial excess demand
at the beginning of the year. Automobile instalment credit outstanding
expanded rapidly starting in March, and other instalment credit also
increased. Moderate drops in the prices of foods and apparel helped to
sustain volume in nondurable lines. While department store sales were
about 5 percent below the dollar volume of 1948, unit volume was probably
maintained through price reductions, promotions, and sales of lower-priced
merchandise. (See appendix table C-20.)
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Service expenditures continued to increase in 1949. Housing services
increased as a result of higher actual and imputed rental values, and an
increased total supply of residential units. Rents and utility costs were both
significantly above 1948, offsetting to a considerable extent declines in other
consumer prices. A variety of miscellaneous service charges, such as interest
on consumer debt, also rose, pushing total expenditure for services up

significantly.

CHART 9

PERSONAL SAVING SELECTED ITEMS

Tangible investment in homes and business assets declined by about
$ 2 billion from 1948 10 1949, In 1949, the increase in liquid
assets exceeded the increase in debt for the first time since 1946.
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Net personal saving. Net personal saving (gross saving less increases
in consumer credit and other forms of dissaving) in 1949 as a whole was
14.4 billion dollars, compared with 12.0 billion in 1948. However, it
decreased throughout the year. The first quarter saving was at an annual
rate of 16.3 billion dollars. By the fourth quarter it had fallen to 13.1
billion.

This net saving represented a much larger positive saving on the part of
many families, offset in part by very substantial dissaving by other families.
The main forms of dissaving are drawing down liquid assets and going into
debt for durable consumer goods or family expenses. Personal saving in-
cludes both investment in tangible assets-——such as homes, business and farm
cquipment—and liquid (or financial) saving. It does not include pur-
chases of durable consumer goods, even though the purchasers of such goods
may regard them as long-term capital assets. Personal saving includes not
only what we ordinarily think of as consumer saving, but also the saving
done by unincorporated businesses, farms, and nonprofit organizations.

In chart 9, showing all forms of personal saving, the tangible forms are
shown in the top segment, and in the lower segment is shown the financial
saving, which includes increases in liquid assets (such as currency and
deposits in banks, bonds, and stocks) less net increases in debt.

TasLE 4.—Components of personal saving *
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Since the war a large part of personal saving has consisted of investment
in tangible assets. This accounted for the increase in saving between
1947 and 1948. As shown in table 4, investment in assets of unincorpo-
rated businesses and farms rose from 1.8 billion dollars in 1947 to 7.0
billion in 1948, while home purchases increased from 4.6 billion to 6.6 bil-
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lion. These tangible types of saving were in fact so large in 1947 and 1948
that a substantial amount of business and mortgage debt was incurred in
financing them. This increase in debt offset the rise in holdings of liquid
assets, so that financial saving fell from 6.1 billion dollars in 1946 to negli-
gible amounts in 1947 and 1948. (See chart 9.) Thus on balance personal
saving in 1947 and 1948 was of a type which added directly to demand and
inflationary pressures but supplied no funds to the rest of the economy.

TABLE 5.~ Tangible and financial saving,! 1948-49

[Billions of dolars, unadjusted for seasonal variation]

: Tangible | Net financial

Period saviug saving
LB AL e o o o 13.6 -~0.1
6.0 -1.2
- 7.8 1.0
L4y RT m o o o oo e e e 11.6 1.4
First half . e 5.1 1.7
Second half. . . . i eemimeeeeaee 6.5 -.3

1The total of estimated financial and tangible saving differs from net personal saving by the statistical
discrepancy of $1.6 billion in 1948 and —$1.4 billion in 1949. See Table ¢ above.

NotE.—Detail will not necessarily add to totals because of rounding.
Sources: Department of Commerce and Securities and Exchange Commission.

In 1949, as shown in table 5, according to estimates based on rather in-
complete data, tangible investment declined, while for the first time since
1946 there was a significant volume of net financial saving. Liquid assets
continued to accumulate at about the 1948 rate, but the rise in debt was
less rapid, particularly in the first part of the year.

Saving by income groups. While personal saving in 1949 was high by
any previous peacetime standards, it is estimated that about one-third of all
American families did not add to their savings, but instead spent more
than their current incomes, either by drawing down their assets or by going
into debt. Data for 1948 (the most recent available) show that the lowest
two-fifths of the population, classified in terms of current income,
as a whole spent more than their incomes. There was a substantial amount
of dissaving by many families in all income brackets (as shown in appendix
table B-5) ; however, in the lower two-fifths of the population amounts
dissaved greatly exceeded positive saving. Moreover, there was a sharp
upward trend in the amount of dissaving by the lower-income groups from
1945 through 1948.

A great part of dissaving in the past 3 years in both lower- and middle-
income groups has been in the form of consumer credit obtained to pur-
chase automobiles and other consumer durables. About 59 percent of the
dissaving families reported purchases of durable goods in 1948, despite the
fact that the families in the lowest-fifth income group as a whole spent
20 percent more than their income for nondurable goods and services.
(See appendix table B-8.)
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In the lower- and middle-income groups a large volume of saving is
now contractual, in the form of mortgage-amortization payments, life-
insurance premiums, and payments into retirement funds. Private insur-
ance equities, which are the type of asset most commonly owned by all
income groups, have increased by about 3.5 billion dollars each year for the
last several years. Home improvements as well as home purchases were also
important in 1947 and 1948.

TABLE 6.—Net personal saving and net income of each fifth of the'Nation’s spending units 1

Percentage of net saving t Percentage
Spending units ranked by of net
size of income income,
1941 1945 1946 1947 1948

Lowest fifth. _________________ -7 0 -8 —13 —24 4
Second fifth__ - | 6 3 1 -3 n
Third filth 8 9 5 7 7 16
Fourth fifth_. - 11 21 21 12 21 22
Highest fifth_ - 88 64 79 93 98 47
All spending units...... 100 100 100 100 100 100

1 For a definition of the spending unit and a distribution of positive and negative saving, see appendix B,
Sources: Department of Labor (1941) and Board of Governors of the Federal Reserve System (1945-48).

Table 6 shows that saving has been highly concentrated among the
groups with the largest incomes. Much of the saving was in the form of
increased holdings of corporate securities and tax-exempt State and munici-
palissues. Personal holdings of these assets, which are held almost exclusively
by upper-income recipients and trusts, increased 2.9 billion dollars in 1948,
as shown in table 4.

The ability of families in all income ranges to spend in excess of current
income has been greatly increased by the liquidation of personal debts and
mortgages and the acquisition of liquid assets, mainly bank deposits and
Government bonds, that occurred during the war. The increase in the
amount of negative saving, especially among lower-income groups, indicates
that since the war large groups of the population have incurred
substantial debt obligations and made inroads into liquid reserves. Total
holdings of liquid assets by all individuals have continued to increase,
although at a diminishing rate.

Business investment and finance

The decline in the gross national product which marked 1949 reflected
primarily a decline in the level of gross private domestic investment. In
1949 gross private domestic investment amounted to an estimated 36.8
billion dollars, compared with an estimated 45.0 billion in 1948, a drop
of 8.2 billion, or about 18 percent. The drop in the gross national product
was only 3.7 billion dollars. Gross private investmment last year was 14.2
percent of the gross national product, compared with 17.1 percent in 1948,
{See appendix table C-1.)

Investment fell steadily in the first two quarters of the year, and after
that showed little change. It is estimated that the rate in the final quarter

47



represented about 13.7 percent of the gross national product, compared
with 17.8 percent in the peak fourth quarter of 1948. The current ratio is
somewhat below that characteristic of previous peacetime high levels of
activity.

Of the three components of gross private domestic investment—con-
struction, equipment, and inventory accumulation—it was mainly the shift
from inventory accumulation to inventory liquidation which accounted
for the fall in the total. Thus, on a seasonally adjusted basis the gross
national product fell from its peak annual rate of about 270 billion dollars
in the fourth quarter of 1948 to about 255 billion in the fourth quarter of
1949, a decline of 15 billion. During the same period, gross private domes-
tic investment fell 13 billion dollars, or from an annual rate of 48 billion
in the last quarter of 1948 to an annual rate of 35 billion dollars in the fourth
quarter of 1949. The annual rate of inventory accumulation declined 10.5
billion dollars, from a rate of 9 billion dollars in the fourth quarter of 1948
to a liquidation of 1.5 billion dollars in the fourth quarter of 1949. The
balance of the drop in gross private investment occurred in producers’
durable equipment, which during the same period fell 3 billion dollars.
Most of the drop in this component took place in the fourth quarter. Pri-
vate new construction, which rose during the second half of the year, was
running at a somewhat higher rate in the fourth quarter than a year
earlier. (Seechart 10.)

Plant and equipment. Total plant and equipment outlays declined
1.4 billion dollars, or almost 5 percent, in 1949 compared with 1948. The
drop occurred in nonfarm outlays as farm expenditures for these items
remained about the same. (See chart 10 and also appendix table C-3.)

Nonfarm plant and equipment outlays for 1949 are estimated at about
6 percent below the very high 1948 rate. After allowing for price
changes, the decline in real volume was about two-thirds of the drop
in money outlays. The trend of such expenditures has been downward
from the peak in the last half of 1948, and by the fourth quarter of 1949
was almost 16 percent below the level a year carlier.

Manufacturing outlays for plant and equipment (see appendix table
C-17) declined almost 15 percent between 1948 and 1949. Manufacturing
(which represented 40 percent of the nonfarm plant and equipment out-
lays in 1949) accounted for over 90 percent of the decline in the total dollar
volume of outlays for new plant and equipment. Transportation other
than railroads showed a decline of over 27 percent. Outlays of mining,
and commercial and miscellaneous industries declined about 9 percent
and 6 percent, respectively. On the other hand, railroads and electric
and gas utilities increased their investment outlays in 1949. The increase
in railroad investment was only slight. Their plant and equipment
outlays, which in 1949 had been ahead of 1948 in both of the first two
quarters, were in the final quarter of 1949 sharply below the correspond-
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CHART 10

CHANGES IN BUSINESS INVESTMENT

The shift from accumulation of inventories in 1948 1o liquidation in 1349
was the most striking change in business investment. Slight declines
were recorded for new construction and new producers’ durable
equipment.

{BILLIONS OF DOLLARS) CHANGE FROM

LIQUIDATION INVES TMENT 1948 TO 1949
~10 o 10 20 30 40 50 <10 -0
f i i [ T 1 f
GROSS PRIVATE
DOMESTIC
INVESTMENT
NEW

CONSTRUCTION

NEW PRODUCERS'
DURABLE
EQUIPMENT

CHANGE IN 5
BUSINESS E

INVENTORIES

SOURGE: DEPARTMENT OF COMMERCE

ing quarter of 1948. Outlays by utilitles increased 18 percent, gaining
quarter by quarter over 1948, but the gains were narrowing.

The decline in nonfarm investment in plant and equipment during 1949
does not appear to have been accelerated by the downturn in the first half
of 1949, but represents an orderly tapering off of programs along lines that
had been planned by the end of 1948.

Nonfarm business inventories. The process of inventory liquidation,
which was a major factor in the decline in business activity during 1949,
was slackening by the latter part of the year and in many areas was being
reversed. Since the level of consumption remained high, many producers
discovered that inventories were being reduced more than was consistent
with maintaining production equal to consumption. Business buying was
resumed on a more normal basis and more in line with the rate of sales.
A strong contributory factor was the firming up of the price structure. The
process of rebuilding inventories in the main proceeded cautiously. There
were few signs of any speculative developments.

The book value of inventories in manufacturing and trade reached a
peak of 58.6 billion dollars on a seasonally adjusted basis at the end of
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November 1948. By the end of October 1949, the book value had declined
to 54.5 billion dollars, a drop of about 7 percent. The largest drop was
in manufacturing, where book values dropped about 9 percent compared
with about 5 percent in wholesaling and 4 percent in retailing. (See
appendix tables C-18 to C-20.)

The drop in the book value of inventories reflected in part the drop in
prices and in part actual physical liquidation. By the third quarter of
1949, the liquidation of nonfarm inventories was at a seasonally adjusted
annual rate of 2.6 billion dollars, a shift of almost 10 billion dollars from
an inventory accumulation at an annual rate of 7.1 billion dollars in the
fourth quarter of 1948. The rate of liquidation of inventories in the third
quarter of 1949 was higher than in the second quarter. However, in the
last quarter of the year there was a drop to an annual rate of 1.5 billion
dollars. Trade inventories, seasonally adjusted, in October were appre-
ciably above their summer lows.

While the liquidation was continuing in manufacturing, its character
was changing. Initially liquidation began in purchased materials, thus
reflecting the fear of price declines. By the end of the third quarter, liquida-
tion had substantially slackened for purchased materials but was continuing
for finished durable goods. There was some evidence in the third quarter
that inventories of steel were being built up in anticipation of the work
stoppage. During the fourth quarter, work stoppages in the steel and the
coal industries depleted the inventories of these commodities. The settle-
ment of the work stoppage in the steel industry led to strong pressure to
rebuild the stocks of this vital commodity.

The ratio of manufacturers’ inventories to sales in November 1949 was
lower than at the end of 1948. For wholesalers the October ratio was
somewhat higher, for retailers slightly lower, than a year earlier. Manu-
facturers’ and retailers’ inventory-sales ratios were still considerably below
prewar levels.

Corporate finance. The change from increasing inventory costs and
increasing customer credit in 1948 to the situation of inventory reduction
and small increase in customer credit in 1949 permitted corporate business
to improve its liquidity position, while continuing large outlays for new
plant and equipment. There were many corporations which experienced
financial difficulty in 1949, but for the group as a whole there was a growth
in financial strength and a large number of business firms increased their
dividends.

Financing the growing volume and costs of inventories and the enlarge-
ment of customer credit in 1948 absorbed 8.6 billion dollars of corporate
funds. In 1949, on the contrary, there was only a small increase in cus-
tomer credit, and the liquidation of 3.7 billion dollars in inventory accounts
added this sum to the funds resulting from the profits of current business
operations. The internal funds available for new investment included also
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those from depreciation charges which rose by 13 percent, compared with
1948. (See appendix table C-34.)

On account of the improved financial position of corporations, funds
from internal sources were more than equal to the requirements for capital
investment in 1949, while in 1948, when there were large increases in
inventories and customer credit as well as larger outlays for plant and
equipment, they were only about 70 percent of such requirements. There
was little change in the amount of corporate debt, a decline of 4.2 billion
dollars in short-term debt being offset by an increase in bonded and other
long-term debt. The net increase of 3.7 billion dollars in bond issues was
substantially less than in 1948 while stock issues of 1.4 billion provided
slightly more new equity capital than in the preceding year. An increase
of 2.5 billion dollars in liquid assets marked the improved liquidity of
corporate treasuries.

Construction. In spite of a slow start, the volume of construction in
1949 exceeded the high level attained in 1948. The strength in construc-
tion acted to minimize the general decline in the first half of 1949 and
was one of the main forces of revival evident in the second half. The
total volume of construction, public and private, amounted in 1949 to 19.3
billion dollars compared with 18.8 billion in 1948, a rise of 3 percent. Pub-
lic construction, which accounted for 27 percent of total construction in
1949, increased by 25 percent. Private construction showed a slight drop
of 4 percent in dollar terms, but residential construction was particularly
strong in the second half of the year, rising on a seasonally adjusted basis
to a new postwar peak in the fourth quarter. The total rate of activity at
the year’s end was about 11.4 percent above that for December 1948. In
addition the backlog of contracts let is now considerably higher than a year
ago, so that 1950 will begin at higher levels than 1949. (See appendix
table C-16.)

The construction of factories and commercial facilities declined some-
what during the year. Since activity in these areas began promptly after
the end of the war and went forward more rapidly than did public con-
struction, the subsequent declines were not unexpected.

In the field of utilities, the large increase in the number of families and
in income has greatly increased the demand for communication, power,
and transportation facilities. To date public utilities (including a con-
siderable amount of Federal power development) have not yet been able
to meet these needs. Utility firms in general continued their long-range
programs throughout the year despite the hesitancy evidenced by them
early last year. While construction of communications facilities declined,
this decrease was more than offset by increases in electric power and gas
industries.

The year 1949 turned out to be a record one for residential construction.
The increase in private building construction during the year was confined
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largely to residential building, and was particularly large in the field of
multi-family structures. The slow start was due in part to the adjustment
the industry was making to lower prices and to building for rent rather
than for sale. The average cost per dwelling unit fell approximately 10
percent from the summer of 1948 to the first part of 1949. While less
than 9 percent of private residential starts in 1947, and less than 11 percent
in 1948, were multi-family units, over 14 percent were multi-family units in
January 1949, and for the first 8 months of the year the number of
these units started was 28 percent higher than in the comparable months
of 1948 and represented 16 percent of all private starts.

It took time for builders, material manufacturers, and lenders to ad-
just to this shift in housing markets and housing types. The shift was
facilitated by the renewal of section 608 of the National Housing Act which
provided for insurance of rental projects on favorable terms. By May, the
industry was responding to the improved conditions. In July, the private
starts were higher than the July figure for any previous year since the war.
The easing of interest rates and of credit, including liberalization of laws
governing RFC purchases of real estate mortgages, also were important in
holding this volume high through the rest of the year. Public housing rose
also, and the total volume of private and public starts continued to rise
until September when it reached approximately 100,000 units. It stayed
at this level in October, making an all-time record for this month, and there-
after declined less than seasonally.

Public construction showed the greatest strength. This was due largely
to the fact that public construction of a nonmilitary nature had been
restrained since 1940. There was great need for schools, hospitals, high-
ways, and natural resources development, despite high costs. A larger
volume of public bond issues for public construction purposes was voted
in 1949 than in any previous postwar year. Public school construction was
three times as great as in 1947 and one and one-half times as great as in 1948,
Public hospital construction was five times as great as in 1947, and more
than twice as great as in 1948. Conservation and development construc-
tion also increased, being nearly double that for 1947, and one and one-
fourth times that in 1948.

International developments

The most notable international economic developments of 1949 were
the critical deterioration of the United Kingdom’s and the rest of the
sterling area’s dollar position and the subsequent devaluation of the
pound sterling and other foreign currencies in terms of the dollar.
Although the conditions underlying these developments are of great
long-run significance for the American economy, the developments them-
selves did not greatly affect the economy during 1949. Nevertheless,
the world political and economic situation did exercise an important influ-
ence upon economic activity during 1949, not only through the continued
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necessity for high national defense expenditures, but also through a renewed
expansion of government expenditures to aid foreign countries.

Such aid had declined from 1947 to the middle of 1948, as some of the
early postwar aid programs ended and funds provided by others were used
up. When the European Recovery Program got under way in the second
half of 1948, our aid began to expand again. In 1949, it reached a post-
war record total of 5.9 billion dollars, slightly exceeding the previous record
total reached in 1947, and exceeding the 1948 total by 1.2 billion dollars.
This increase did not result in an expansion of exports because it was more
than offset by the decline in other sources of dollars used by foreign coun-
tries for making purchases in the United States. The dollar value of our
imports of goods and services and the net outflow of private American
capital decreased while foreign couniries as a whole ceased liquidating
their gold and dollar assets. As a result, our total exports of goods and
services actually diminished by a billion dollars from 1948 to 1949. These
developments, which are shown in tables 7 and 8, indicate that the effect
of increased aid was to limit the decline of exports in the face of a reduction
in other ways of financing them. (See also appendix tables C-35 to C-37.)

Table 7 shows that our total receipts from exports of goods and services
and investment income remained high in the first half of the year but fell
sharply in the second half as foreign countries took measures to stop the
second and third quarter depletion of their reserves, while our total pay-
ments for goods and services, including income on investments, fell in the
first half of the year and then recovered. As a result, the total export sur-
plus first rose and then shrank rapidly. Although for the year as a whole
the surplus of 5.8 billion dollars was only about one-half billion dollars
below the 1948 figure, it had fallen to an estimated rate of 3.8 billion a year
by the last quarter. These developments are shown in table 7 and in
chart 11.

TABLE 7.—United States exports and imports of goods and services

[Billions of dollars]
Surplus of
Exports of Imports of
Period goodsand | goodsand eggg;t:lfé
services ! services ! gserviees 1
4.1 3.6 0.5
15.0 7.2 7.8
19.7 8.5 11.2
16.8 10.5 6.3
- 15.8 10.0 5.8
1948—First quarter . ... 17.7 10.1 7.6
Second quarter._...__ . 16.9 10.1 6.8
Third quarter. . ccccecacann—ne- 15.8 11.0 4.8
Fourth quarter. . e s i6.8 10.7 6.1
1949—Tirst Quarter. ... .o 17.0 10.4 6.6
Second quarter_ . e 17.7 9.7 8.0
Third quarter - . ciecciecae 14.5 9.9 4.6
Fourth quarter3 . 14.1 10.3 3.8

1 Includes income on investments,
2 Estimates based on incomplete data.

Note.—For greater detail see appendix tables C-35 and C-36.
Source: Department of Commerce,
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CHART 11

EXPORTS AND IMPORTS OF
GOODS AND SERVICES

Exports and the export surplus fell sharply in the second
half of 1949,
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Imports of goods declined sharply during the first three quarters of
1949, and, despite a marked recovery beginning in the summer, were
slightly lower than in 1948. Average prices of imported raw materials
and foods had begun to decline in the second half of 1948. 1In the first
half of 1949, price declines became more general among imported products,
and the total quantity of goods imported also began to fall. The net
result was that by the third quarter of 1949 the dollar value of our mer-
chandise imports had fallen 20 percent below the level for the fourth
quarter of 1948. All economic classes of imports fell in value during this
period except manufactured foodstuffs, the average price of which rose
more than enough to offset the decline in the quantity purchased. These
price and quantity changes were largely a reflection of the improvement
in world production of the products we import and the decline in our own
demand for imports.

TaBLE 8.-—Financing the surplus of goods and services supplied to foreign countries

[Billions of dollars}
Means of financing
Surplus of P
Liquida- | Outflow of |
Period eXDOTIS O | tovem. | tion of for- | ~United |* Other
%er jces | mer‘;teaid eign gold | States pri- | means of
service fhoty? | and dollar | vate capi- | financing®
ne assets 3 tal+ (net)
(net) (net)
1936-38 average. ... o e .. 0.5 oo [ T SO
1946 o 7.8 5.1 2.0 0.3 0.4
Y047 e 1.2 5.7 4.5 .7 .3
048 . el 6.3 4.7 .9 1.0 -.3
10490 s 5.8 5.9 -1 .4 —.4
Annual rates:
1948—First quarter. __________._______. 7.6 5.1 1.4 1.0 1
Second quarter-._______._______. 6.8 3.4 2.2 1.4 -2
Third quarter_ . ___________._____._ 4.8 4.1 6 1.1 —1.0
Fourth quarter_._.._...____..._. 6.1 6.0 —.8 .6 .3
1940—First quarter____ ... ___________ 6.6 6.3 —.1 .5 —.1
Second quarter._.__..___.___...__ 8.0 6.4 13 .2 .1
Third quarter. ... ....._..__. 4.6 5.5 .4 .4 -17
Fourth quarter®.__.____.___.____ 3.8 5.3 —1.8 .5 -2

t Includes income on investments.

2 Includes grants and loans, but excludes subscription to the capital of the International Bank for Recon-
struction and Development and the International Monetary Fund. For detail, see appendix table C-37.

3 Includes net sales of gold to the United States and net liquidation of foreign dollar assets, including long-
term investments. Excludes liquidation of assets held by the International Bank and the International
Monetary Fund.

B4 Irﬁcludes both long-term and short-term capital but excludes purchase of obligations of the International
ank.

5 Includes private gifts, nat dollar disbursements by the International Bank and the International Mone-
tary Fund, and allowance for errors and omissions.

6 Estimates based on incomplete data.

Norte.—For greater detail see appendix table C-35,
Source: Department of Commerce.

The drop in our demand for foreign goods was chiefly the result of the
decline of domestic industrial activity, especially business buying, which
is the immediate determinant of imports. Following the reversal of the
business trend the value of imports rose substantially. Most of the recovery

55



was in the quantity of goods brought in. (For further statistics relating to
imports of merchandise see appendix tables C-42, C—43, and C-44.)

The fall in imports of goods during the first half of 1949 was followed
by sharp cuts in merchandise exports after June. In the third quarter
of 1949, exports fell in value 14 percent below the last quarter of 1948,
partly because of reductions in prices throughout the year, and partly because
of a very drastic cut in the quantities shipped, primarily to Western Europe

CHART 12

INDUSTRIAL PRODUCTION
IN WESTERN EUROPE

Industrial production in countries participating in the European
Recovery Program has risen greatly.
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and the sterling area. Through November there was no indication of any
recovery in exports. (See appendix tables C-39, C-40, and C41 for
further statistics relating to exports of merchandise.)

Events leading to devaluation. Since the Congress considered and
authorized the European Recovery Program, great progress has been made
by the Western European countries. In the 12 months ending in Septem-
ber 1949, industrial production in these countries rose 29 percent above
the level of two years earlier, reaching a figure 14 percent above 1938, and,
when Western Germany is excluded, it rose 21 percent in the same two-year
period to a level 26 percent above 1938. (See chart 12.) The quantity
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of Western European exports to the rest of the world rose even more sharply,
going from 20 percent below the prewar figure in the first quarter of 1948
to 11 percent above it in the first quarter of 1949, an expansion of 39 percent
in one year. A net shipping deficit of 400 million dollars in 1947 was con-
verted into a net surplus of 300 million in 1948. At the same time sub-
stantial, though unequal, progress was made by the Western European
countries in controlling inflationary pressures. As a result of these steps—
combined, it is true, with intensified import restrictions—these countries
were able to reduce substantially their current deficit with the United States
and also with other areas between 1947 and early 1949.

Despite this very great progress, the sterling area’s dollar deficit began to
increase rapidly in 1949, causing an acute drain on the gold and dollar re-
serves of the United Kingdom and culminating in the devaluation of the
pound sterling and other important currencies.

Reversal of the previous expansion of United States imports from Europe
and the rest of the world was only one of several factors in this development.
From the first to the second quarters of the year, the sterling area’s gold
and dollar deficit, which is affected by payments on capital as well as current
account, increased by an amount equivalent to 1.2 billion dollars a year. Of
this amount, the increase in its total import surplus with the United States
was at an annual rate of a little more than 700 million dollars. Nearly half
of this represented an increase in sterling area purchases from the United
States and about half was accounted for by a decline in the sterling area’s
sale of goods and services to the United States. This decline was attribut-
able largely to our domestic business decline, though also partly to a with-
holding of orders for goods as the maintenance of the pound at $4.03 came
into question. The price decline in the United States also had the effect
of widening the disparity between domestic and foreign, especially European,
export prices for manufactured goods. (See appendix table C~38.)

Among other causes were the fall in the prices of raw materials exported
by the dependent overseas territories of the Western European countries and
the sterling area, the deterioration in Western Europe’s competitive position
resulting from the relatively greater fall in the prices of manufactured
products in the United States than in Europe, and the speculation con-
cerning the value of the pound sterling to which these all gave rise. At the
same time the investment of American capital abroad began to diminish as
the foreign expansion programs of American companies, particularly oil
companies which were responsible for 60 percent of total private American
long-term investment abroad in 1948, were brought nearer completion or
curtailed. Import restrictions had to be further tightened in some countries
and in others earlier relaxations had to be reversed.

The pressure on the gold and dollar assets of the ERP countries, partic-
ularly on those of the United Kingdom, appears to have been mainly the
result of dollar payments to other areas rather than of an increase in Western
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Europe’s deficit with the United States. This is shown by the changes in
certain international transactions between the first and second quarters of
1949, shown in the following table in terms of annual rates:
Changes from
first to second
quarters of

(millions of
dollars, annual

rates
Increase in liquidation of ERP countries’ gold and dollar assets_.___ 1), 468
Increase in ERP countries’ goods and services deficit with
United States 160
Decrease in ERP countries’ receipts from United States gifts and
investments 176
Increase in dollar payments to other areas and errors and
omissions 1,132

Most of the increase in dollar payments to the rest of the world went
to the dependent overseas territories of the ERP countries and to other
countries in Africa, Latin America, Asia, and Oceania, areas which consist
largely of the underdeveloped parts of the world.  Increased deficits with the
United States were the principal reason for the higher dollar requirements of
these areas, except in the case of Latin America. The deficit of Latin-
American countries with the United States did not increase much. As a
group they increased their dollar reserves and repaid short-term debt to
this country, but a large portion of this debt was incurred in financing
earlier deficits. :

On September 18, the pound sterling was devalued 304 percent in terms
of the dollar, and in the next 2 months many other countries, including most
of those in the sterling area and Western Europe, some in South America,
Finland and Canada, also reduced the dollar values of their currencies.
Most of them devalued by about the same amount as the United Kingdom
but some countries important to our trade devalued by less. This wide-
spread realignment of currency values in terms of the dollar was intended
primarily to correct distortions in prices, costs, production, and trade, and
to make possible an improvement in the balance of payments position of
the devaluing countries in relation to the United States and the rest of the
dollar area.

From the point of view of the United States, devaluation of foreign cur-
rencies tends to increase the quantity of our imports. Under normal con-
ditions, it would also tend to reduce the quantity of our total exports. These
influences would normally be expected to exert a downward pressure upon
prices and production in industries competitively affected by imports, and in
our export industries. Under present conditions, however, our exports are
limited mainly by the dollars we make available to other countries through
our purchases, gifts, and foreign investment. Unless these sources of dollars
increased, foreign countries that were losing reserves would have had to cut
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their purchases from us in one way or another. It is quite likely, therefore,
that the effect of devaluation, by making our goods more expensive to the
citizens of devaluing countries, will be to lessen the need of these countries
for direct restrictions upon imports. If this is the case, our exports are not
likely to be any lower than they would have been had devaluation not
occurred.

The limited data now available in the short period since devaluation indi-
cate few major effects in United States markets which can clearly be at-
tributed to devaluation. It takes time to make the shifts in trade which
devaluation tends to bring about.

Government transactions

Nore: As has been customary in previous reports, government transactions are
here measured on the so-called consolidated cash basis, rather than in the terms
of the conventional budget. Cash payments to and receipts from the public reflect
the volume of current cash transactions between government, on the one hand, and
the public, including business, foreign countries, and international institutions on the
other. All intragovernmental transactions are eliminated. Such data are more
useful for assessing the immediate economic impacts of government programs than
are the data in the conventional budget. A detailed description of the concepts
used is given in the “Budget of the United States, 1950, p. 1375.

Partly under the impact of recessionary tendencies which developed dur-
ing the first half of the year, and partly as a result of the international
situation, the volume of cash payments in 1949 by all levels of government—
Federal, State, and local—rose substantially above their 1948 levels. The
1948 tax reduction and the 1949 decline in business caused cash receipts
to drop off. The result was a shift of over 10 billion dollars in the net cash
position of all governments, from a surplus of over 7 billion dollars in the
calendar year 1948 to a deficit of 3 billion in 1949. (See table 9 and
chart 13.)

TABLE 9.—Government cash receipts from and payments to the public

{Billions of dollars}
. QCalendar | Calendar
Receipt or payment year 1948 | year 19491
Cash receipts:
Federal 4.9 41.4
State and local. .. 15.0 16.1
Total cash reCeiPYS . v u e e e e e am 59.9 57.5
Cash payments:
Federal 36.9 43.1
15.8 17.5
Total cash Payments. ..o em e —— e 52.7 60.6
Surplus (4) or deficit (—):
Federal ... e m e +8.0 -L7
State and Yoeal. ... .. _oceoen. - -8 -1.4
Total, surplus (+) or deficit (—)... e +7.2 -3.0

! Estimate based on incomplete data.
Nore.—Detail will not necessarily add to totals because of rounding.
Source: See appendix A,
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With increasing government payments, and with a slight decline in the gross
national product as a result of price and other changes, the ratio of gov-
ernment payments to total cutput increased from about 20 percent in 1948
to about 2314 percent in 1949,

Cash payments by the Federal Government. Table 10 shows the vol-
ume of cash payments to the public by the Federal Government during the
calendar years 1948 and 1949. Aggregate payments in 1949 were 6.2
billion dollars higher than in 1948.

TaBLE 10.—Federal cash payments to the public by type of recipient and transaction
[Billions of dollars, seasonally adjusted annual rates]

Calendar years
Classification of payment 1
1948 1949 2
Direct payments for goods and services:

Mo individuals . i icciamccaes 8.4 9.0
To business and international . .._._._.___ 8.7 10.1
Loans and transfer payments to individuals 9.8 11.1
Loans, investments, subsidies and other transfers to business and agriculture._._.___ 34.8 36.5
Loans and transfer payments to foreign countries and international institutions 5.5 6.5
Clearing account and adjustment to Daily Treasury Statement -.2 -.3
Total Federal cash payments. .. . iomeaaei 36.9 43.1

1 See appendix A for explanation of revised classification used in this table.
2 Estimates based on incomplete data.
3 Includes about 100 million dollars in interest payments to State and local governments.

Nore.—Details will not necessarily add to totals because of rounding.
Source: See appendix A.

The causes of the 6-billion-dollar rise in payments between 1948 and
1949 were divided between those arising from the impact of recession, and
those reflecting mainly the international situation. Recessionary forces
accounted for nearly one-half of the total increase in expenditures,
leading to expansion in three major fields: they meant an increase of about
1 billion dollars in unemployment compensation payments, and they meant
a sharp rise in the volume of farm price support loans not redeemed by
producers and taken over from private banks by the Commodity Credit
Corporation, and in the volume of mortgages purchased by the Recon-
struction Finance Corporation. The increase in these latter cash pay-
ments in return for loans and mortgages amounted in the aggregate to
nearly 2 billion dollars.

The needs of defense and foreign aid caused major program expansions,

ith an aggregate increase of about 2.8 billion dollars. Other important
increases were in Federal public works, where construction activity in 1949
was some 20 percent higher than in 1948.

Cash payments by State and local governments. As was shown in
table 9, cash payments by State and local governments increased by over
1%, billion dollars in 1949 above their 1948 level, thereby continuing
the upward trend which has persisted since the war. Expenditures on
schools, roads, and other public works still constitute the most rapidly
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CHART 13

GOVERNMENT CASH RECEIPTS FROM
AND PAYMENTS TO THE PUBLIC

The net cash position of the Federal Government shiﬁed from
a surplus in 1948 to a deficit in 1949, State and local
governments showed a cash deficit in both years.
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expanding segment of State and local activities. The increase in unem-
ployment during 1949 led to some expansion in public assistance and
other welfare expenditures, but this was partly offset by a decline in the
total volume of bonus payments to veterans by State governments.

Federal cash receipts; the cash deficit. The calendar year 1949 was the
first full year in which the effects of the tax reduction of the Revenue Act
of 1948 were fully reflected in cash receipts. Receipts from direct taxes
on individuals were over 4 billion dollars lower (at an annual rate) during
the first half of calendar 1949 than during the same period of 1948, and tax
refunds were over half a billion dollars higher. These were the major
factors explaining the decline of 3.5 billion dollars in cash receipts of the
Federal Government, from 44.9 billion dollars in 1948 to 41.4 billion last
year. Corporate tax payments rose nearly 1 billion dollars, reflecting the
high profits of 1948. But this was more than offset by the continued sharp
down trend in receipts from surplus property and in other miscellaneous
receipts. Because of the deferred payment of taxes (particularly corporate
income taxes) receipts during the next 18 months will reflect in con-
siderable degree the recession of 1949. (See table 11.)

‘TABLE 11.—Federal cash receipts from the public

[Billions of dollars, annual rates, seasonally adjusted]

Calendar 1949
Source of cash receipts Ca%gggar
Total 1 First | Second
half half 1

Direct taxes on individuals..._______._.__ - - 20.9 18.4 18.7 18.2
Direct taxes on corporations ..o oo icccamcceeen 11.1 12.0 12.0 12.0
Employment taxes. o mmcieiaicaes 2.5 2.5 2.5 2.5
Excises and customs._.._.______ 7.9 8.0 7.9 8.0
Surplus property receipts 1.2 .5 7 .3
Deposits by States, unemployment insurance 1.0 1.0 .9 1.1
Veterans’ life insurance premiums .4 .4 .4 .4
ther e 2.1 1.4 1.4 1.4
Less: Refundsof receipts. ..o . ... 2.2 2.8 2.8 2.8
Total Federal cash receipts from the public....__.__.____. 4.9 41.4 41.7 41.2

t Estimates based on incomplete data.
Nore.—Detail will not necessarily add to totals because of rounding.
Source: See appendix A.

Reduced receipts and higher expenditures meant a marked shift in
the net cash position of the Federal Government. While 1948 showed a
cash surplus of some 8 billion dollars, the resuit for 1949 was a deficit of
about 1.7 billion. There was an increase during 1949 of approximately
the same amount in the national debt held by the public, reflecting in-
creased sales of securities to the public.

Cash receipts of State and local governments; the cash deficit. The cash
receipts of State and local governments are less flexible with respect to
general business conditions than are those of the Federal Government, and
State and local tax rates, in conjunction with new taxes, have shown a
continuing rising tendency, in contrast to the sharp reductions contained
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in the Federal Revenue Act of 1948. Thus the cash receipts of State and
local governments showed an increase of over 1 billion dollars in 1949
compared with 1948, despite the 1949 recession. The increase in receipts
was, however, less than the increase in expenditures, and the net cash
deficit of State and local governments combined increased from about
800 million dollars in 1948 to nearly 1% billion in 1949.

SummMmary: TuE NaTioN’s Economic Bubcet

After 3 years of continuing increases, the year 1949 was the first year
that showed a decline in the total output of the economy both in dollars
and in real terms. This decline, however, was a very moderate one. Com-
pared with the average of 1948, the dollar value of goods and services was
less than V4 percent lower in the first half of 1949; and about 214, percent
lower in the second half. This decline continued from the first to the
second half of the year and, as a matter of fact, continued from quarter
to quarter, according to preliminary estimates. The regularity of the
decline, however, is somewhat deceptive as an indicator of changes in
effective demand for goods and services. First, some of the drop in dollar
figures actually reflects a small drop in prices. Furthermore, the continued
drop in the fourth quarter is explained in part by work stoppages in steel and
coal.

Looking at the component parts of the Nation’s Economic Budget, the
most drastic cut occurred in business investment. As the details presented
in appendix A show, this contraction was due mainly to the shift from
inventory accumulation in 1948 to inventory liquidation in 1949, New
construction and expenditures for producers’ equipment remained at a
high level. This was also true of business receipts, which include undis-
tributed earnings, capital consumption allowances, and the inventory val-
uation adjustment. The change in inventory movement was so drastic
that the net absorption of saving through domestic business investment
dropped from about 18 billion dollars in 1948 to 9 billion in 1949. (See
table 12 and chart 14.)

Even though the total export surplus in 1949 was nearly at 1948 levels,
net foreign investment, which excludes exports financed by gifts and grants,
disappeared almost entirely from the Nation’s Economic Budget in 1949.
In the second half of the year, both the export surplus and net foreign
investment fell sharply, owing to reductions in private investment abroad, in
net liquidation of foreign assets, and in other forms of foreign investment.

The significant fact is that the contraction in domestic business invest-
ment during 1949 did not initiate a downward spiral in the economy.
Consumer disposable income dropped only slightly and consumer expen-
ditures remained on an even keel. Thus consumer saving, which was
very high during the first half of the year, declined somewhat during the
second half. Federal, State, and local government expenditures increased
nearly 8 billion dollars from 1948 to 1949. Government receipts declined,
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CHART 14

THE NATION'S ECONOMIC BUDGET

The most significant development in the Nation’s Economic
Budget between 1948 and 1949 was a decline of about
$8 billion in business investment, and a change from d
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transforming a 7-billion-dollar cash surplus into a 3-billion-dollar cash
deficit in 1949, or a net shift of 10 billion dollars. This shift in the govern-
ment position coincided with a decline in the net absorption of funds for
business investment of nearly the same amount. Thus the high level of
private domestic investment other than inventory accumulation, the sub-
stantial increase in government expenditures, and the high level of c¢on-
sumer demand prevented the inventory liquidation from initiating a
serious downturn in general business conditions.

TasLe 12.—The Nation’s Economic Budget
[Billions of dollars]

Calendar year 1948 Calendar year 19491
. Excess of Excess of
Economie group Re- | EX- | receipts | p. | Ex- | receipts

ceipts pendi-| (4) or pendi-| (+) or

tures dt(eﬁc)it ceipts tures { deficit
CONSUMERS
Disposable income relating to current produetion.] 175.8 {_____._.}..._....._ 1770 o |eeeaen
Governinent transfers and net interest payments...__| 149 | oo roaomaa .. 252 PRSU I

Disposable personal income___.________._.__.__._..
Expenditures for goods and services.
Personal savings (). ...

BUSINESS
Retained business receipts from current produc-
515 U U 26.8 27.6
Gross private domestic investment._ . _
Excess of receipts (+) or investment (—)
INTERNATIONAL
Gorernment loan transfers ebroad ... ... .
Net foreign investment_______.___
Excess of receipts (4) or investment (—)
GOVERNMENT (Federal, State, and local)

Tax payments or liabilities. ... __.__._
Adjustment to cash basis

Cash receipts from the public___ ... _________
Purchases of goods and services.
Government transfers_ .. . oo

Cash payments to the public.. . _______ . ____.____

Excess of receipts (+) or payments (=)o oo oooond oo e S 2% 2 DA IO . -3.0
ADJUSTMENTS
oy rooipts relting to gross mationsl product. |~ 4| —f| 22| 22
Total: Gross national product.._._..______. 262.4 | 262.4 0| 258.7| 258.7

t Estimates based on incomplete data. See appendix A for detail for 1949 by half years.

Nortre.—Items relating to current production of goods and services are shown in roman type. Transfer
payments and receipts and subtotals including themn are in italics; they are not included in the gross national
product. Detail will not necessarily add to totals because of rounding.

Source: Based on data from the Department of Commerce and Bureau of the Budget. (See appendix A.)



II. The Significance of 1949 and the Eco-
nomic Outlook

URING the past year there has taken place an impressive demon-
stration of the strength and resiliency of the American economy. In
the closing months of 1948, we were still confronted by inflation. We knew
that it had to end and many feared that the longer the end was deferred the
harder would be the fall. Qur position now is more comfortable. The
inevitable end of the inflationary process has come. We are now en-
joying a recovery movement. The successful combination of private and
public actions, which limited the recession of inflationary forces to a mod-
erate and brief downturn in business, justifies an optimistic outlook for the
coming months and confidence that we shall be able to deal with the
problems of a somewhat more remote period.

Even at midyear, when the recessionary movement was reaching its
most aggravated stage and a further substantial decline in industrial pro-
duction in July had to be anticipated, the Council found that “many factors
augur well for the successful culmination of the readjustment process
in early stability followed by renewed growth.” We looked forward to the
“unique and fortunate experience of liquidating a major inflation without
falling into a severe recession.” But it was our expressed warning that
the presence of some business decline should not be allowed to aggravate the
pessimism which had appeared in the business world in the spring. For
this would have led, as it had done in earlier periods, to a more serious
deflationary movement with distributors withholding orders for new goods
and manufacturers and other producers responding by reducing production
and employment further.

Fortunately, business did not continue this pessimistic course. Even in
July, before there had appeared many indications of improvement in scat-
tered branches of the economy, a pronounced improvement in business sen-
timent developed. This made it possible for the underlying factors of eco-
nomic strength, which had not yet suffered serious deterioration, to resume
their upward pressure upon general business activity. By August, the signs
that the recessionary movement was at or near its end were numerous, and
in September the trend of revival became clear. The recovery movement
was threatened by serious industrial controversies and work stoppages in
the following weeks. But it proved strong enough to hold its place and
to become active when production and employment in the steel industry
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was resumed in November and an uneasy armistice in the coal industry
permitted limited production and employment.

Bases ror CoNFIDENGE As 1950 OrENs

The past year furnished a test whether there would develop a serious
deterioration in confidence which then seemed to the Council the main
danger, and that main danger was surmounted. Other difficult problems
still lie ahead. The recovery since last summer is still incomplete, and
whether it continues and we achieve our national objective of maximum em-
ployment, production, and purchasing power in 1950 will depend upon the
success of the actions of business, labor, farmers, and government in con-
solidating the strong forces underlying the economy.

The first basis for confidence today is that the size of the total decline
in economic activity during 1949 was moderate. While drastic in some
areas, it did not seriously impair our general strength. From the end of
1948 to the end of 1949, the total output of goods and services measured in
dollar terms dropped about 5 percent, but when allowance is made for price
changes the real decline was less than 2 percent. Total employment dropped
less than 2 percent while unemployment rose from 3 percent of the labor
force to over 5 percent. The decline in consumer disposable income was
less than 3 percent, in industrial wholesale prices 5 percent, and in consumer
prices less than 2 percent. No one should minimize the hardship and suffer-
ing inflicted upon the unemployed. But one must also give due regard to
the high volume of income and employment which persisted. In these
circumstances lay the force of recovery.

Although the Council was moderately optimistic at midyear 1949, few
would have predicted during the decline of the first half year that the year’s
end would leave us in such good condition. The decline was not only
moderate but also brief. By the second half, declining tendencies were sup-
planted by the forces of revival. Thus, there was no time for these declining
tendencies to sap the confidence or reserves of business, undermine the
morale or savings of the people, or impose heavy additional burdens upon
government.

The simplest reason for confidence about the short-run future is the
most important. It is that the economy is now moving upward, and thus
is itself generating recuperative forces. At midyear, despite its basic
optimism, the Council said that the most serious fact confronting us was
that the decline had not yet been reversed. So long as it continued, we
could not be sure that the strong factors of recovery, which we saw, would
not be overcome by increasing weaknesses in other business conditions.
Today the situation is reversed. Industrial production, which fell 17
percent in the 8 months from its November 1948 peak to its July 1949 low,
had recovered almost half of the decline by December. A distinct upward
movement has now been created, and it may be counted upon to continue
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unless it is interrupted by factors which we shall discuss and which must be
faced. It would have to move a considerable distance in absorbing our
unused resources of manpower and of plant capacity before it would
encounter the danger of inflation.

VALUE OoF AFFIRMATIVE POLICIES

The economic downturn during the first half of 1949, which began when
production, employment, and personal incomes were at or near record
levels, again proved that conflicting forces are always present in our com-
plex economy, and that its basic elements of strength will at times be chal-
lenged. The course of events in the second half of the year demonstrated
our improved capacity to protect the economy against depressions growing
out of moderate recessions, and to fortify those forces to which a free econ-
ovmy must look for renewed expansion.

Evidence of this improvement was shown in the behavior of business
in several ways: the avoidance of speculative excesses, the generally prudent
management of inventories, the refusal to accelerate the decline by cutting
wages or by resorting to large-scale lay-offs, and the general resistance to a
deflationary complex. While many producers were unwilling to reduce
prices, preferring to reduce output and employment, even in this respect
there has been progress toward a long-range point of view. Correspond-
ingly—and also with some exceptions—labor manifested fairness and mod-
eration in its wage demands during the testing period and exhibited in other
respects its mature concern about the condition of the whole economy and
its confidence that the economic ship would safely ride through the storm.

Such economic behavior refutes those critics of our system who
have argued that our difficulties and conflicts would become progressively
more insoluble. The lesson of 1949 is that our free institutions, our educa-
tional processes, and the liberty of our people to make their own decisions
have made us stronger than before. :

The strength manifested within our business system has been matched
by the contributions of government toward economic stability. The mani-
fold improvements in our financial structure need no detailed description.
Bank runs have become virtually impossible. Arrant speculation has been
dampened. Credit measures have been improved. The flexible powers of
the Federal Reserve System have been invoked. The management of the
national debt has been prudent and reassuring to the public and has been
consistent with maintaining favorable credit conditions for the benefit of
business. The system of farm price supports has prevented collapse in the
most volatile of all markets. Unemployment insurance has provided partial
continuity of income to the main victims of declinirg production, and has
thus served to support the demand for goods. The volume of government
outlays, including those for foreign aid, while serving other important pur-
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poses, has unquestionably introduced stability into a large sector of the
economy.

Clearly, in government policy no less than in private action there
is need for further improvement. But the wide range of agreement about
the proved utility of conscious efforts—both private and public—to protect
our economy from disaster and to facilitate its intrinsic propensity for
growth means that we are learning how to use our intelligence to accomplish
all that our resources permit .

SuorT-Rance OuTtLook

For the near future, the economic outlook is good. The revival in busi-
ness activity which began in the summer of 1949 has already manifested
sufficient strength to carry well into the first half of 1950. Liquidation of
inventories has substantially slackened, and in many areas rebuilding is
going forward. Consumer disposable income, though somewhat down
from the peak level of the fourth quarter of 1948, is still above the average
for that year as a whole. The demand for automobiles is still high. The
large rate of construction contracts currently let promises a high level of
activity for the coming months. The rate of business investment in plant
and equipment, although declining, still continues relatively high. Govern-
ment activity will provide strong support. It is estimated that aggregate
cash payments by Federal, State, and local governments will increase by
about 4 or 4% billion dollars in calendar year 1950. The largest part of
this in the form of a national insurance dividend will place about 2.6 billion
dollars in the hands of veterans during the year, mostly in the first 6 months.

Although the short-range outlook is good, we are still a considerable dis-
tance from maximum employment, production, and purchasing power. The
primary question in the minds of many is whether the rebound in productive
activity will prove to be temporary or is the beginning of continuous growth.

Tar LoNceEr-Rance OuTLook

There are two reasons why we cannot stop short with an analysis which
presages a continued upswing of production, employment, and general busi-
ness activity over the next few months. In the first place, the outlook for
the next few months will be even brighter if our system of free enterprise—
which includes businessmen, workers, farmers, and consumers-—grows in
confidence that rising prosperity is not to be short-lived and that we need not
again be confronted by disruption or concern even as great as that of early
1949. And in the sccond place, just as improved analysis and action by
business and government enabled us to get through 1949 as well as we
did, similar efforts should now provide at least equivalent aid in dealing
with the looming problems of the future.

The somewhat longer-range outlook may best be understood in the
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broad perspective of progressive adjustments since the end of the war.
As earlier reports pointed out, the postwar period brought extraordinary
demands for goods to carry out industrial modernization and expansion
plans, to meet military and foreign requirements, to fill inventory pipe lines,
and to restock the depleted store of goods in the hands of consumers. These
demands, made effective by large liquid savings and access to ample credit
in addition to current incomes at record levels, could not be satisfied by
current levels of production. This gap between current demand and cur-
rent supply generated the upward spiral of prices. The rising cost of living
propelled wages upward, which further swelled the spending stream and in
turn pressed costs and prices still higher. Even though the level of output
was constantly reaching new peacetime peaks, it was failing to match the
demand.

It was clearly foreseeable that in time the restocking boom on the part
of both producers and consumers would wane, and that this demand would
need to be replaced by more lasting peacetime demand in order to maintain
maximum production and employment. It was also clear that this peace-
time demand would have to grow even more than other types of demand
declined, because the progress of technology and the growth of the labor
force require a substantial increase in total national output from year to
year in order to provide maximum employment. A key danger was found
in the fact that the inflationary process was bringing about price-income
relationships which would make the necessary adjustments difficult to
achieve in an orderly fashion. If they were too long delayed, the ultimate
result would be the forcing of so many adjustments into so short a period
of time that an unfavorable chain reaction throughout the economy might
precipitate a broad downward sweep.

Some of these adjustments took place gradually, but not sufficiently to
prevent the turning point in the boom from leading into the decline of the
first half of 1949. In a highly complex situation, the most crucial factor
appears to have been the failure of demand to grow in proportion to the
increasing potential output at maximum production and employment.
There was a much greater physical availability of commodities, while rising
prices had limited the growth of demand. By the latter part of 1948, con-
sumer demand at current prices was far more selective and far less urgent
than it had earlier been. There began to develop softening in some in-
dustrial prices, as the price-income structure and the current buying pro-
pensities of the public did not support a sufficient level of buying of a
normal peacetime character. Thus, there was a substantial increase in the
accumulation of inventories, largely of an involuntary character resulting
from the failure of sales to grow at the expected rate. The sensitivity of
businessmen to the possibility of further price declines, particularly in the
value of inventories, led to a reduction in inventories. Orders were cut
back. The weakening of price prospects created further hesitation on the
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part of buyers. The result was a sharp decline in industrial production
and employment, and an extension of weakness to those areas, such as metals,
which had been showing considerable market strength. Heavy seasonal tax
payments added to the downward movement of private expenditure.

But soon after midyear, the reversal of the trend became apparent.
Industrial production had been cut so sharply that it fell far below the
level needed to support existing consumption, and inventories in many
arcas were depleted unduly. The stabilization of industrial prices by July,
resulting in part from firmness in costs and in part from the sharp cut
in industrial production which relieved the pressure of supply on the
market, ended the expectation of further general price cuts. The sale
of automobiles had continued to increase with an enlarged supply. Some
readjustments in costs and prices of housing had kept production at high
and increasing levels. A large upsurge in the building of rental units had
followed the renewal of authority to insure projects on favorable terms.
Government outlays were expanding. When renewed buying by those
who had been waiting for price cuts was added to these continuing elements
of high demand, the course of the economy again became definitely upward.

This review sheds light on 1950. Some changes, which can be fairly well
foreseen, could halt the advance of the ecdnomy in the latter part of the year.
The distribution of the insurance dividend to veterans, which will increase
consumer buying power in the first six months, will have been largely com-
pleted and have a diminished effect on demand in the second half year.
The diminution of the foreign aid program, together with the devalution of
foreign currencies, may not be offset by an increase in foreign investment; in
that case, the export surplus will be reduced. The market for automobiles
at present prices has been brought fairly in line with normal demand, and
continuance of production at the 1949 rate throughout the coming year
may require tapping the large unfilled market among lower-income groups.
Rental construction, although running strong, is primarily for thosc able to
pay high rents, and as that limited demand is fully met, rental construction
may ultimately decline unless new policies shift it into lower-cost projects.
Coupling these and other possibilities with the currently declining trend of
business investment, there are some who foresee a moderate business decline
in the latter part of 1950. This could happen, but it is not necessary. The
Council believes that affirmative action can and should be taken by business
and Government to prevent it from happening.

The Council’s confidence that action can be successfully undertaken to
continue stability and growth throughout 1950 and beyond is based on
several factors. In part it is based on the great potential demand of busi-
ness and consumers, supported by ample funds and credit. The economy
has demonstrated its elasticity, and we do not doubt its ability to make
further adjustments. The stimulus afforded by lower prices and costs, as
well as by favorable lending terms, is graphically illustrated by the sharp
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increase in the demand for residential construction, a segment of the econ-
omy which made a disappointing record in the second half of 1948. At the
opening of the second quarter of 1949, when the general economic situation
was deteriorating, housing construction began an up-trend leading to an all-
time record. In the second place, our confidence is strengthened by the
conviction that we have learned to take proper counter-measures when we
are threatened with serious deficiencies in production, investment, or con-
sumption. This applies to business action. It also applies to government,
whose programs have been, and will continue to be, an underlying factor
supporting demand.
Adjustments scaled to the longer-range outlook should begin now.

ApjustMENTs St To BE Mape

The Council does not agree with those who suggest that business ex-
pansion may proceed so rapidly as to produce a new wave of inflation at an
early date. It is true that some market shortages still exist at current
levels of demand. But in general we are now operating considerably
below the reasonably full utilization of our resources of plant and man-
power, while technology is on the march, and further gains in popula-
tion and productivity are to be expected. The ratio of demand to our
producing ability would need to climb a considerable distance before we
would again be confronted with the conditions which produce any gen-
erality of inflation in an economy with a basic financial structure as sound
as ours and with resources for expansion so great. We may now concen-
trate our energies upon adjustments required for the sustained restoration
of maximum levels of employment and production, confident that we can
meet the dangers of inflation if and when they again confront us.

(1) The fact that we are not now threatened with general inflation
does not justify price increases at any vital points in the industrial structure.
Such price increases, instead of being called inflationary, should be regarded
as fundamentally retarding in that they will reduce our likelihood of
gaining maximum production and employment by imposing further restric-
tions upon a level of demand which is not yet sufficiently high. If there
is any room for price change in some vital industrial areas, it is in a down-
ward and not in an upward direction. Earnings are generally rewarding,
though not so high as a year ago, and they can best be protected and ad-
vanced by those policies which will maintain and expand volume.

Steel prices are a case in point. Steel affects the whole economy, and
some reduction in steel prices would favorably influence the whole eco-
nomic situation. A stable and expanding economy requires a growing
volume of steel output and of those other basic products which use steel.
Some of these other products, whose prices are affected by steel prices, are
also priced at a level where sustained and growing output seems uncertain
at current prices. The statements of the steel industry accompanying the
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recent price increases did not in our judgment impair the shortly prior
findings of the Steel Industry Board. These findings were to the effect
that the price-profit-cost situation in the steel industry, allowing for pen-
sions, did not justify price increases and in fact left room for price decreases
in view of no wage-rate increases.

During the inflationary period, each price rise upon an article or service
which affected the cost of production of other goods not only caused an
increase in the price of the latter, but in addition such price increases were
magnified through each successive step of production and distribution.
Today the general situation will not always permit an increase in price to
compensate for the increase in cost, and in any event it will not often be
possible for the increase in price to spiral. Nonetheless, business should
strive to the utmost to avoid price increases, which are unsettling even
where not individually of major significance. The economy can expand
more fully and confidently if prices do not rise, and the economy will be
given favorable impulse by some selective downward adjustments now that
the danger has been removed of a sweeping downward movement in the
price structure.

(2) An outstanding problem is the maintenance of a sufficiently high
level of business investment, primarily in plant and equipment. New
investment for these purposes in 1949, while continuing at a level which
belied the reports of business pessimism, declined by a substantial amount,
and surveys of the investment plans of business firms indicate a further
decline in the first quarter of 1950. Business investment should resume
expansion as business recovery continues. We should also endeavor to
shape our national policies to favor continued business investment at a
high and growing rate. However, the real requirement for sustained
business activity is the prospect of an adequate profit for a long enough
time. Government policies in fields such as taxation affect the costs of
enterprise, and consequently changes in such policies have some effect
upon the profit expectations of the prospective investor and enterpriser.
But this factor is of less significance than the current and prospective needs
of consumers for goods or services to be produced. Changes in tax rates
can, at most, be only small under present circumstances. The possibilities
for increase in consumption are large.

(3) Inagrowing peacetime economy, the growth of consumption should
be even more rapid than the growth in plant and equipment outlays, although
both should continue to grow. We shall not be completely out of the woods
after our recent difficulties until private adjustments and public policies
are successful in raising the level of consumption, which is not now suffi-
ciently high for sustained maximum production and employment or for
the full prosperity of our business system.

(4) Investment and consumption cannot expand in balanced propor-
tion unless those of influence in our business system realize fully—and many
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of them now do—that domestic and world affairs do not permit even those
deviations from maximum employment and production which were con-
sidered normal or tolerable in earlier times. The total real output of
our economy in 1949 was between 10 and 13 billion dollars below the output
that would have resulted at the maximum levels of production and employ-
ment contemplated under the Employment Act. We cannot afford for any
length of time this wastage of our potential strength. The economic loss
is accompanied by an aggravation of social tensions. It creates major
fiscal problems as revenues decline at any given level of tax rates, thus dis-
rupting long-range fiscal policy based on a reasonable balance between
free enterprise and the inescapable obligations of responsible government.
It produces international repercussions by reducing our imports, making
it more difficult for other nations to solve their dollar problem, and under-
mining the exemplary position of our system in the eyes of the peoples of
the free world.

(5) In addition to the purely domestic adjustments discussed in the
present section is the problem of adjusting our policies to the prospective
ending of the European Recovery Program. The international economic
policies which this makes necessary are discussed in the final section of this
report.

Awareness of our capacity for growth is the first step to its attainment.
For our growth will be facilitated as investors, businessmen, workers, farmers,
and consumers—and government—shape their judgments and actions con-
fidently to conform to their belief in growth.

In succeeding sections of this report, we shall show to what great
heights of economic strength we will be carried within a few years if we
advance steadily, even though at a pace no more rapid than we have
averaged in half a century of ups and downs, of booms and depressions, of
war and peace. Then we shall consider the policies which may both protect
the process of growth and also gain for it a greater degree of smoothness and
stability.
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I11. Pathways to Economic Growth

In its Fourth Annual Report to the President, published last month,
the Council singled out confidence in future growth as a prime condi-
tioning factor of the American economy. In stressing the potentialities
for growth, we do not propose a blueprint for the whole economy, but rather
attempt to define the opportunities for future markets. This not only may
serve as a guide for the course of public policy along constructive lines, but
may also help to meet the needs of private business for basic bench marks for
development of their programs and policies. We have stressed the fact
that only through such growth could the various economic groups in this
country prosper and progress together, instead of engaging in bitter and
hopeless conflicts to obtain for themselves larger shares of a static national
output.

Such an interpretation makes it clear that the problems of growth and
stability are closely related. Aflirmative efforts toward balanced growth are
our main shield against serious periodic downturns. And the prevention of
such downturns will remove the great obstacle to the speed and certainty of
our long-range growth.

There is no one pathway to economic growth in a free economy, and
that is why we have used the plural for the main heading of this discussion.
Yet all business thinking and public decisions are based upon the realization
that some roads are better than others, and that we must constantly seek to
discern and follow the more promising ways in meeting the requirements
under the Employment Act of 1946. The Council, under the Employment
Act, must join in the search for these more promising ways.

We cannot be sure of all of our conclusions, and we would have neither
the means nor the desire to enforce them upon others even if we could be sure.
But in earlier reports, we set forth some tentative findings for constructive
criticism. We are now prepared in the same spirit to present the results
of further study and observation.

GrowTH OBJECTIVES FOR 1950-1954

There is a vital connection between the objectives which may be set for
1950 and those that we envisage over a somewhat longer span of time. It
is only by looking backward over a number of years that we can truly
appraise the strength and promise of the American economy. Correspond-
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CHART 15

NATIONAL OUTPUT AND LABOR INPUT

Our long-run production achievements have been more
the result of increased productivity than of increased
employment. Output per man-hour has more than quadrupled
in the last 60 years.
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CHART 16

NATIONAL OUTPUT AND POPULATION

Total output has increased nearly eight-fold since 1890 while
the population has grown by 2 times. As a result,
production per capita has more than tripled.
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ingly, it is only by looking forward for a few years that we can appreciate the
prospects before us sufficiently to begin their achievement in 1950.

Over the past six decades, our national output of goods and services
has been multiplied seven- or eight-fold, representing an average annual
rate of increase of nearly 3%, percent and a virtual doubling of total output
every 20 years. In 1949, this total output was about 260 billion dollars;
measured in the same price terms, it was about 35 billion dollars in 1890.
During the same time span, our population increased to not quite two
and one-half times its 1890 size, while average working hours in industry
decreased by one-third.  (See charts 15 and 16.)

With a somewhat larger proportion of the population now engaged in
economic pursuits, the net result has been that our total production per
man-hour of work has quadrupled. This growth in productivity averaged
about 2 or 21, percent, annually compounded, and brought amazing
advances in our real wealth and general standards of living. Per capita
output, measured in 1948 dollars, increased from $550 in 1890 to $1,750
in 1949, or over 200 percent. The purchasing power of a typical American
family now is about 130 percent greater than that of the much larger typical
American family of 60 years ago.

The beginning of 1950 finds the American economy greater in its poten-
tialities than ever before. Our managerial and working skills are greater,
our farms and factories better equipped, and indications are that the pace
of our technological advance will be maintained. It is a reasonable esti-
mate that we should be able by a combination of private and public efforts
to continue to increase productivity per fully employed worker by about
2 to 21/, percent annually in coming years. The total output will be affected
by the net increase in the labor force which, under conditions of ample job
opportunitics, should a few years hence, say in 1954, bear about the same
relationship to the total population as at present. Lessened participation
by school-age youths and the effect of the resumption of the long-term trend
toward earlier retirement may be offset by higher participation by women.
Even with some further reduction in the workweek, perhaps mainly through
longer and more widely enjoyed vacations, we should achieve in 1954 an
expansion of about 18 percent in total output and about 125 percent in per
capita output over that of 1949. At current price levels, this would mean
attainment of a gross national product in excess of 300 billion dollars. This
potential increase in the annual output of the American economy would
be nearly 50 billion dollars, or approximately $1,000 per family.

But the first step toward our goal for future years is our goal for 1950.
Despite the process of recovery, we are not now measuring up even to a
conservative definition of maximum employment, production, and pur-
chasing power.

We should aim during this year to reduce unemployment from 3%
million to a figure in the neighborhood of 2, or at most 214, million—
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CHART 17

CHANGING SHARES IN NATIONAL OUTPUT

As compared with experience in the 1920's and 1930's, a relatively

smaller share of national output now goes to consumers and
relatively larger shares to business investment and Government.
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representing the “frictional” unemployment incident to the operations of a
flexible economy, plus a hard core of unemployment in certain localities
and occupations which can only gradually be reduced. Taking account
also of the natural increase in the labor force, the goal of achieving maxi-
mum employment before the end of this year requires job opportunities
for an addition of around 2 million people, bringing the total number of
civilian employed to about 61 million. We must strive for fuller employ-
ment opportunities for those who are involuntarily underemployed, includ-
ing people forced into low-grade employment by the absence of adequate
job opportunities in their own occupations.

Maximum production for the year 1950 as a whole would require an
increase of about 7 percent over last year, in order to offer the needed
additional job opportunities to a growing labor force working at increasing
productivity. We cannot achieve this improved level of production for
the year as a whole, but it should be possible to attain maximum production
on a stable basis by the end of the year.

The maximum purchasing power objective for 1950 is to promote those
adjustments in the intricate network of the income and spending stream—
both private and public—which will provide our economy with the require-
ments for both stability and growth.

Towarp A Barancep Economy

Whether or not we realize the gains within our reach depends upon
achieving a sustainable balance among the various sectors of our economy.
Attaining this balance requires that production and incomes shall not
develop in a manner resulting in the periodic downturns we have witnessed
in the past. Business income and investment should be large enough to
make full use of our technology, our inventiveness, and our labor force,
but not so large as to result in subsequent overproduction in relation io
the absorptive capacity of markets. The income and spending of con-
sumers should be sufficient to clear the markets of goods and to provide
incentives for still more business enterprise, but not so large as to cause
inflation. The expenditures of government should be large enough to
provide those services which our resources permit, which our people need,
and which cannot so effectively be provided in any other way, but not so
large as to overstrain our resources or to dampen the incentives of free
enterprise or alter the essential character of our economy. Our supply of
goods to foreign countries should be sufficiently large to promote a more
prosperous and more peaceful world, but not so large as to undermine our
domestic strength and thus defeat the very objective which we seek. The
whole task of economic policy, both private and public, is to work out
these arrangements bit by bit, pragmatically as we go along, benefiting
constantly by the lessons of past experience.
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CHART 18

CHANGING SHARES IN NATIONAL INCOME

Wages and salaries and business earnings- accounted for

somewhat larger shares of national income in 1948-49
than in 1929. Interest and rents accounted for a
sharply reduced share.
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CHART 19

HOW CONSUMERS USED THEIR INCOME

Consumer income and spending have fluctuated with general

economic activity, rising during prosperous years and falling during
depressions.
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Past experience can never give us any one exact pattern for these bal-
anced relationships. But, when combined with quantitative analysis, it
can help to point the way toward some workable relationships within a
broad range. More important, past experience demonstrates fairly con-
clusively that enormous variations in these patterns from time to time
have been a concomitant of the vast instabilities to which our economy
has been unnecessarily subjected.

Whether the instabilities in these relationships are regarded as the cause
or the result of the business cycle, it is clear that economic stability cannot be
achieved without reduction in these excessive swings in various categories
of private activities. Of course, private and public policy in a free-enterprise
economy cannot completely remove fluctuations in business investment and
other economic activities.

These extraordinary variations in the composition of our gross national
product may be illustrated by the experience of the last three decades. (See
chart 17.)

Some of these variations were caused by wars. But it will be more profit-
able to focus attention upon aspects of the business cycle at least
partly independent of wars. Certainly we could not expect reason-
ably permanent stability in an economy in which gross private domestic
investment swung from 15 percent of the total national product in 191929
to 1.5 percent in 1932. Consequently we must be deeply concerned that
private domestic investment, which reached an even higher percentage in
1948 than in the boom year 1929, does not take another drastic downward
swing. Certainly the cyclical shifts in the portion of gross national product
represented by personal consumption expenditures from 76 percent in 1929
to 83 percent in 1933 to 68 percent in 1948 were not consistent with a rea-
sonably stable economy.

Expenditures are mainly although not wholly determined by income,
and the excessive variation in our levels of general economic activity have
also been closely associated with income relationships which were not sus-
tainable and therefore were subject to excessive periodic change. Chart
18 shows the relative changes in the main shares of national income since
1929.

Clearly, a smoothly functioning economic system was unattainable with
corporate profits after taxes ranging from 9.6 percent of the national
income in 1929 to minus 2.2 percent in 1932-34, or with a level of farm
income dropping by more than two-thirds between 1929 and 1932. Ac-
ceptance of such wide variations as “inevitable” or “normal” in a free
economy would drive business policy, labor and farm action, and Gov-
ernment programs along most undesirable lines.

Success in business operations requires the ability to forecast marketing
conditions, which means largely forecasting the buying ability and habits
of consumers. Chart 19 shows, for the period 191949, the excessive and
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unpredictable variations in consumer income, expenditure, and saving,
while chart 20 indicates the impossibility of appraising even roughly the
composition of consumer demand, so long as income and expenditure are
subject to such wide fluctuations.

CHART 20

TYPES OF CONSUMER SPENDING

Expenditures for durable goods ranged from 7% to i12%
percent of consumer expenditures prior to 1939, Services
took a considerably larger proportion of total outlay in
depression years.
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In an economy growing toward a gross national product of more than
300 billion dollars by 1954, the various sectors of the economy would need
to function in a balanced relationship, so as to avoid the inflationary effect
of demand exceeding supply or the deflationary effect of production run-
ning ahead of effective demand. If this balance can be achieved—and we
believe that it can—it is possible to outline in broad terms the vast oppor-
tunities that this would offer to our business system in the form both of
high investment levels and high sales of goods to ultimate consumers. The
broad depiction of these opportunities is a logical extension of the idea
of market analysis of business prospects, the value of which has been
increasingly recognized by the business world. It is a composite estimate
of what our resources can do and what our people may buy, which is

correspondingly an estimate of what business may have an opportunity to
sell.
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The Council, since its inception and in response to its mandate, has been
making exploratory studies of potentialities for economic growth. While
it is relatively easy to estimate what the total output of the economy would
be in a future year if resources are effectively used, it is more difficult
to discern the broad relationships among the various sectors of the economy
which may facilitate growth without generating the disproportions that
threaten either inflations or depressions. Studies have been made specifi-
cally of expansion and modernization of productive capacity consistent
with the projected rise in total output, and of the increase in consumption
consistent with taking off the market the entire output of an expanding
production without undue price fluctuations. In addition to domestic
investment and consumption, these estimates have taken into consideration
the governmental and international transactions which enter into the
Nation’s Economic Budget. These studies are still in the exploratory stage;
The Council hopes that eventually they may develop into useful guides to
voluntary adjustments and to the evolution of public policies to stabilize the
economy at a high level.

Preliminary study, however, permits estimates of investment and con-
sumption opportunities in an expanding economy within a range of varia-
tion wide enough not to seem either arbitrary or all-wise, as set forth in the
following table.

TABLE 13.—OQutput, consumption, and investment.

[Billions of dollars]
Item 1948 1949 1954 1
Gross national produet. ... ccccccccaes 262. 4 258.7 300-310
Personal consumpiion expenditures ..o 178.8 178.5 210-225
Gross private domestic investment, exclusive of inventory accumulation. . 38.6 37.2 38-43

1 The 1954 estimates allow for only minor variation of prices from the present level.
Source : Department of Commerce (1948-49).

Some comments are here desirable with regard to the foregoing esti-
mates. First, these estimates present objectives for an economy of maxi-
mum employment and production. This means that affirmative policies,
both public and private, will be needed to achieve them; they are not fore-
casts of developments which will occur inevitably. Second, usefulness
for the purposes intended would not be impaired if the figures were
varied moderately from those shown. Third, it should be noted particularly
that the figures involve a high level of private investment in equipment
and construction—a level well above that contemplated for 1950 in most
current forccasts. This investment trend should soon rise above the 1949
level, and within five years might even surpass the record established in
1948, when postwar making-up of deferred capital needs was in full swing.
Fourth, the estimates contemplate, over the five-year period, a growth in
consumer buying at a more rapid rate than the growth in business invest-
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ment. Analysis indicates that this is necessary to maintain maximum em-
ployment and production in a growing peacetime economy, which in turn
is necessary to provide incentives for a high and growing level of business
investment. Fifth, the estimates contemplate programs in the governmental
sector based upon the assumption that some programs, such as those for
veterans, will decline. They assume moderate extension of certain accepted
programs, such as social security, upon foundations already established, and
also allow for some new programs in the domestic and international fields.
But they do not assume an intensification of international tensions, which
would necessitate a considerably higher level of activity in the government
sector as a whole. By 1954, this outline of peacetime growth would lead to
the government sector accounting for a smaller proportion of the total gross
national product than in 1949.

Hicu Business INVESTMENT NEEDS

It has been indicated that our growth toward a 300 billion dollar
economy by 1954 should afford opportunity by that year for an annual
gross private domestic investment, excluding investment in inventories, rang-
ing from 38 to 43 billion dollars. The upper figure is considerably higher
than the level of either 1948 or 1949.

The realization of an adequate volume of investment between now and
1954 cannot be reconciled with a downturn for a substantial period, followed
by another boom. Analysis points up the conclusion that the growth in
investment should be encouraged at a fairly steady rate. We know only
too well from historical experience that large variations in investment
activity are inscparable from intermittent idleness and waste of our pro-
ductive potentialities and a sacrifice of growth opportunities. With allow-
ance for some backlogs of deferred expansion or replacement to be liquidated
over the next few years, the growth potential of investment should be
correlated with the general growth of the economy as a whole.

Very high outlays for the expansion of nonfarm plant and equipment in
the postwar years appear to have brought productive capacity as a whole—
with some exceptions—into a fairly workable relationship with require-
ments for a maximum employment economy. There has also been con-
siderable modernization of equipment, although railroad equipment and
a few other types still present a backlog of deferred replacement. Abun-
dant opportunities exist for further modernization of productive facilities,
and the upper range of the figures shown assumes that a large increase in
outlays could perhaps be achieved by more rapid retirement of facilities
for obsolescence. But present investment expectations of businessmen are
one indication that such an increase might be difficult. For nonfarm pro-
ducers’ plant and equipment, investment trends should reflect a reasonably
consistent historical relationship between such outlays and the growth of
buying power.
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CHART 21

SOURCES AND USES OF CORPORATE FUNDS

Corporate financial requirements dropped sharply in 1949
from the average level of the previous three years, as the
book value of inventories turned downward, These
requirements were financed primarily from earnings and
depreciation charges.
BILLIONS OF DOLLARS
-10 -5 o 5 10 15 20
[ ! ] |

SOURCES

RETAINED
EARNINGS

DEPREGIATION
RESERVES

OTHER SOURGES

USES

PLANT AND
EQUIPMENT
OQUTLAYS

INCREASE IN
INVEN-,
TORIES

OTHER

r | L |

% PROFIT ESTIMATES FOR SECOND HALF 1849 BY COUNGIL OF ECONOMIC ADVISERS

SOURCES: DEPARTMENT OF COMMERGE ESTIMATES BASED ON SECURITIES EXCHANGE AND
OTHER FINANGIAL DATA

The trend of investment in farm equipment and construction should
allow for expansion, increased mechanization, and replacement in keep-
ing with the agricultural output requirements of a fully active economy.
For other private nonresidential construction—such as churches, schools,
hospitals, institutions, social and recreational buildings—about the 1949 rate
of outlays (which was about one-fifth above that of 1948) should be carried
forward. Inventories are in a reasonably workable relationship to sales at the
present time, and they may therefore be expected to increase roughly in pro-
portion to the output of the private sector of the economy. The greatest
increase above current levels of private investment is clearly required in the
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field of housing, because it is here that the total available supply of goods lags
farthest behind the needs of the people and presents the greatest challenge
to production and financial ingenuity.

For now and the foreseeable future, the problem of encouraging an ade-
quate level of business investment assumes greater importance than is
indicated by the mere quantitative relationship of such investment to the
total size of the economy. A timely checking of the current downtrend in
investment, followed by resumption of growth, is by no means to be taken
for granted. Neither investment nor consumption can long sustain satis-
factory growth unless both do; and the relatively modest growth in invest-
ment contemplated in the estimates presented above may well present even
more difficulty of attainment than the larger growth set as a consumption
goal. It is easier for public programs to stimulate consumer spending than
it is for these programs to enlarge business investment direct. Yet we
know from the experience of the 1930’s that, without a large and growing
volume of business investment, maximum employment and production can
hardly be achieved and can certainly not be maintained.

Availability of funds for investment

Consideration of the problem of supplying adequate funds for business
investment calls for a comparison of corporate financial requirements, under
conditions of maximum employment and production, with the sources of
funds likely to be available to meet these requirements. Corporations
account for the major share of business investment, and depend more
heavily than other businesses upon outside capital.

During the period 194648, as chart 21 and appendix table C-34 show,
corporations used an average of about 28 billion dollars a year to finance
plant and equipment expenditures, expansion of inventories, and expansion
of accounts receivable. These requirements were very high in compari-
son with prewar experience, even after taking into account the rise in
sales volume and prices. They reflected not only a volume of plant and
equipment expenditures nearly twice that reached in any previous year, but
also an impressively large volume of funds to finance expansion of working
capital.

In general, corporations during the very high investment period 194648
were adequately supplied with funds to finance their investment programs
along conservative lines despite the high level of taxation. In fact, a striking
characteristic of the period was the extent to which corporations were able
to meet these unprecedented financial requirements from their own funds.
During this period, corporations reinvested about 62 percent of their profits
after taxes, as compared with 31 percent in 1929 and 41 percent in the
3 years before the war. (See chart 22.) This large volume of retained
earnings enabled corporations to remain in a generally strong financial posi-
tion in spite of the large requirements for funds. Their liquidity, as revealed
by various types of liquidity ratios, compared very {favorably with the prewar
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years. Relative to income after taxes, corporate debt at the end of 1948
was only about 50 percent as large as in 1929, and 45 percent as large as in
the period 1939-41. During 1949, as was shown in Part I, corporations
were generally able to improve their financial position and at the same
time to step up their dividend disbursements.

The postwar experience indicates that, in a period of high employment
and production, corporations experienced little difficulty in financing their
expansion in a manner which left them generally in a favorable financial
position. It seems unlikely that an expansion of the economy such as was
outlined above would pose a more difficult financial problem. We should
expect that in such an economy a higher level of business investment in
plant and equipment could be attained without imposing upon corporations
financial requirements as high as during the period 1946-48. The reason
for this is that probably not more than 3 to 4 billion dollars annually would

CHART 22

DISTRIBUTION AND RETENTION.OF
CORPORATE PROFITS

Corporations retained in 1949 a smaller proportion of profits
aofter taxes than in 1946-48, but a larger proportion than
in 1929 or 1939-41,
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be needed in an enlarging economy to expand inventories and customer
accounts in line with sales. These figures are far below the annual average
of about 13 billion dollars absorbed in rebuilding of inventories and in
financing customer credit during the inflationary period 1946-48.

The main sources of funds for corporations will be retained earnings
and depreciation reserves. If the economy continues to grow in line with
its indicated potential, corporate profits should increase enough so that,
even with a dividend disbursement ratio as high as in the late 1920’,
retained earnings and increasing depreciation reserves will furnish a major
part of new capital requirements. In these circumstances, the necessary
outside financing would be much less than the 11 billion dollars annually
secured from outside sources in 1946-48. The larger and established cor-
porations will not face any serious problem of equity capital. Reinvested
earnings should be large enough, in conjunction with new stock issues
no larger than those of recent years, to improve the ratio of equity capital
to debt. Provided we are able to realize a sustained period of growth,
dividend disbursements may even be higher in the future than they have been
in recent years. We should then expect a sizable increase in the amount
of new capital forthcoming from stock issues. Indeed, late in 1949, and
probably as a result of these factors, the market for new stock issues improved
noticeably. Corporate managers have recently preferred to borrow funds
at prevailing low rates of interest, rather than to “dilute the corporate equity
capital,” as they describe the issue of new stock at the price at which it
would be absorbed by the existing market. If the recent movement in
stock prices continues, many corporations will reverse their policy and seek
outside equity capital. Others will continue to be attracted by the tax
advantage of debt financing and by the continuance of low interest rates,
which is assured by the Government debt-management policy.

While corporations as a whole may not experience serious difficulty in
financing their expansion, individual corporations will fare unevenly in
the gains of prosperity. Some will be capable of meeting temporary
market adversities and financing expansion needs entirely from internal
resources. Others may better this record and in addition improve their
liquidity positions. Still others, however, may find internal resources quite
inadequate for these purposes and will seek funds actively from external
sources, in order to provide for corporate growth in line with expanding
markets and at times to cushion adjustments to changing competitive trends.

Specific problem areas

Despite the generally adequate supply of funds, there are important
gaps in our financial and investment structure. The prospect that total
saving is likely to be fully adequate for total investment opportunity does
not dispose of the problem of increasing the availability of funds for par-
ticular types of businesses, and of making them available in all regions of
the country in such forms and on such terms as to promote their full and
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effective use. There is danger that the proportion of funds secking fixed-
return investment will continue to rise and that the economy will generate
a larger volume of saving for such purposes than it can absorb, while at
the same time important types of investment will be impeded by lack of risk
capital. Small and new business concerns have always experienced great
difficulty in securing long-term loans and in acquiring outside equity capital,
and this problem has now been intensified by the larger concentration of
investment funds in the savings accounts of persons of moderate income
who seek fixed-return investments, and in institutions which have little
interest in financing small business.

There are particular industries, such as the railroads, in which capital
needs are very large in relation to earnings and which face especially thorny
problems of obtaining either debt or equity capital. Special consideration
must be given to certain strategic industries in which expansion desirable
for national security calls for larger or more rapid investment outlays than
are likely to be forthcoming from private investment.

CHART 23

HOUSING CONSTRUCTION:
SOME GROWTH COMPARISONS

The rate of house building in 1949 shows relatively small
growth since the 1920’s in comparison with industrial
production, consumer expenditures, and automobile sales.
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CHART 24

HOUSING OUTLAYS, CONSUMER SPENDING,
Private housing outlays have fluctudted much more widely
than national output or consumer expenditures.
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The housing problem

The housing shortage is still acute, and the desire of the people for more
and better housing presents the largest single potential market now open
for increased investment. While 1949 was a peak year for housing, the
construction of new nonfarm housing in 1949 showed a much smaller in-
crease from the levels of the 1920’s than did the total physical volume of
consumption, the volume of industrial production, or the purchases of new
passenger automobiles. (See chart 23.) Housing has failed to keep pace
with over-all economic growth in the past quarter century.
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Instability in so important a sector as housing has contributed powerfully
toward general economic instability. As shown by chart 24, which omits
the period 1942-45 to avoid the special complications of wartime, private
housing outlays have fluctuated more violently in the past three decades
than either total output or consumer expenditures.

Housing production should be stabilized at very high levels. Based upon
needs and resources, the objective over the next few years should be to build
on the average about 1% million new residential units annually, or sub-
stantially more than the million in the year 1949—which, while an all-time
peak year for home-building, was only slightly above the level of 1925. A
considerable part of this new construction should represent replacement of
hopelessly obsolete housing, which should be cleared away on a much
enlarged scale. Improvements and enlargement of existing houses should
also require very large new investment. Allowing for some further decrease
in housing costs, and for the trend toward more economical design to meet
the needs of families of moderate income, but allowing also for the related
facilities and community developments which such a large amount of resi-
dential construction would carry with it, this volume of housing and related
improvements over the next few years would probably require an average
annual investment in the neighborhood of 12 to 14 billion dollars. This is
not a forecast of what the level of such housing investment is likely to be
without special efforts. On the contrary, we face the danger of a decline
rather than an increase in residential construction unless new means are
developed to enable more middle-income families to obtain new housing,
particularly as the backlog of postwar demand tapers off. This will require
strenuous efforts to develop workable stimuli along new lines. The Coun-
cil regards the maintenance of a high and growing level of private invest-
ment in housing as perhaps the most important issue in connection with the
maintenance of a total level of investment high enough to support maxi-
mum employment and production over the next few years.

Adequacy of market opportunity

Adequate market opportunity for business means conditions favorable
to the disposition of full output at a return providing sufficient funds and
incentives in the form of profits. In the final analysis it is the appraisal
of market potential which mainly controls the rate of investment. No
redundancy of funds available for investment will promote a sufficiently
high level of investment if this market opportunity does not exist. If it
does exist, investment in general will grow with the rest of the economy and
will not in general be hampered by lack of capital funds.

A large contraction in business investment sets in because those making
investment decisions forecast a level of general economic activity not suf-
ficiently high to assure profitable utilization of additional capacity. They
recognize that a generally expanding economy would continue to support a
high and growing investment level, but feel that the short-run outlook
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does not presage the resumption or continuation of expansion. Thus the
first and foremost step toward solving the investment problem is to promote
the environment which will encourage businessmen to make their investment
decisions in the light of longer-run prospects for growth.

Our analysis of the magnitude and of a few of the probable characteristics
of an economy expanding toward the 300 to 310 billion dollar level indi-
cates that high and growing levels of business investment—and the business
earnings necessary to motivate and help finance it—are entirely compatible
with expansion of ultimate consumer incomes and expenditures sufficient
to absorb the swelling product. If this absorption occurs, there should be
no real problem of business profits failing to provide generally adequate
incentives.

It is recognized that any prolonged contraction in corporate profits from
present levels would spell a sizable reduction in business investment, and
that an expanding economy cannot be founded upon a continually declin-
ing level of profits. But an expanding economy, associated with sufficiently
high market prospects and their full appreciation by the business com-
munity, would result in a rising level of corporate profits even if profit mar-
gins should be somewhat reduced. There is ground for belief that some-
what reduced profit margins would still provide generally adequate invest-
ment incentives under conditions of an expanding market furnishing a rising
absolute level of profits.

It should be recognized, however, that such expansion of the economy
may not occur if business pricing practices are not adapted to encouraging
a rising level of consumption. Pricing practices also bear directly on in-
vestment insofar as they are associated with restriction of capacity. The
degree of competition is an important determinant of outlays for cost-
reducing improvements of productive facilities.

A Hicu ConsumpTioN EcoNnomy

The broad estimate that consumer expenditures in a 300 to 310 billion
dollar economy would range from 210 to 225 billion dollars represents an
expansion in consumption of about 22 percent, or about 15 percent per
capita after allowing for population increase, over the level of 1949, This
measures the market opportunity for our business system.

Expenditures for consumer durable goods

Opver the past decade, despite the war, there has been a great increase in
the ownership of durable goods by American families. Between the end of
1939 and the end of 1949, the number of radios in use increased from 39
million to 62 million, electric refrigerators from 14 million to 29Y, million,
and electric washers from 1414 million to 25V, million.

Future economic growth would maintain large opportunities in the con-
sumer durables field. About one-third of all households still lack electric
refrigerators, and a continued high rate of residential construction would
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create a need for all types of appliances. The number of television sets
in use at the end of 1948 was slightly above a million; during 1949 almost
2V, million sets were produced, indicating the very rapid expansion afforded
by this market.

More than 5 million passenger cars were produced in 1949, bringing
total private registrations to 35.5 million, or an average of one car for
every 4.2 persons. This compares with 26 million passenger cars at
the end of 1939, or an average of one car for every 5 persons. The
character of the demand for automobiles since the war, despite the mount-
ing prices, should be sufficient warning that it is very easy to underestimate
the future market. Nor does the scope of demand at this time furnish a
clear guide to the demand when and if prices are reduced, or to the demand
when family incomes become larger. The universality of the desire of
Americans for automobiles has been thoroughly proved, and the history of
the industry does not permit doubt that management, once it finds that it
has exploited the market for higher-priced cars, will find ways through
price reductions and through cheaper models to attract the vast potential
demand not now able to come into the market for new cars.

The proportion of consumption expenditures now devoted to purchases
of durable consumer goods, including automobiles, appliances, and furni-
ture, is about 14 percent, compared with 12 percent in 1929 and 10 percent
in 1939. (See chart 19, page 82.) There will be further working off of
backlog demand for certain goods, but a lifting of standards of living would
probably increase the share of expenditures on durable goods above that of
prewar years.

Expenditures for nondurable goods

The two major items of consumption in the category of nondurable goods
are food and clothing. The percentage of income spent currently for food
is higher than it used to be, reflecting higher prices for food and higher
quantities of consumption. Per capita food consumption is about 10
percent above the 193539 level. The level of 19 percent above prewar,
reached in 1946, would be exceeded if the diets of low-income families were
raised to an adequate nutritional level. Clothing expenditures, as a per-
centage of total expenditure, have shown a declining trend over the last three
decades. Nevertheless, budgetary studies show that many families, partic-
ularly in rural areas, obtain no more than minimum requirements. In-
come gains which would lift low-income families to a more satisfactory
standard of living would greatly enlarge the market for clothing.

Expenditures for services

Even with the expanded consumption of durable and nondurable goods
which has been outlined, the markets for these goods are not limitless.
The full utilization of our productive resources requires that the enterprise
and imagination which have created new products like automobiles and
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radios shall increasingly be devoted to the development of even newer
products in an even wider variety. Beyond this, as standards of living
rise, a larger proportion of the people’s wants and needs turn from the
basic requirements of life toward those things which add to the enjoyment
of living. Services such as education, health, and recreation are an area
of economic development yet in relative infancy. The expansion of these
services may involve varying patterns of private and public action, but in
any event they will vastly increase private employment and business oppor-
tunity for a wide range of related and supporting activities.

CHART 25

CHANGES IN AVERAGE FAMILY INCOME

The average family income of all groups has increased greatly from
the prewar period. The fifth of families having highest incomes
received the largest increase in dollars but smallest relative increase.
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Distribution of income

The percentage of income going to various groups does not change
greatly over a short period of time. Nevertheless, the conditions of full
employment during the war were instrumental in bringing about a dis-
tribution of income in the United States more favorable to lower-income
recipients. Chart 25 and table 14 show the average income of each fifth of
the population, from those with the lowest income to those with the highest,
in two prewar years and in 1948. The greatest relative improvement since
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1935-36 appears to have been in the second and third of the five brackets.
The top fifth had the largest average gain in absolute amounts but the
smallest percentage increases. In appraising the average income in the
lower brackets, it should be noted that these brackets include many young
single persons and retired persons whose income runs considerably lower
than that of families of two or more. In addition, many families have non-
money income, such as home-produced food or fuel, not reflected in the
distributions. Nevertheless, income for many families is clearly below
the level required for an American standard of living. Recent investiga-
tions by the joint Committee on the Economic Report have shed light
on the plight of these families, and on many of the social and economic
conditions contributing to inadequate income.

TABLE 14.—Money income received by each fifth of families and single persons, 193536, 1921
and 1948

Average money income in | Percent increase
dollars of 1948 purchas- in average in-
ing power ! come

Percentage of money

Families and single persons Income

ranked from lowest to
highest income

1935-36 | 1941 | 1048 |1935-36 | 1041 | 1948 | 1935-36 | 194l to

to 1948 1948
Lowest fifth_......__........ 4.0 3.5 4.2 $534 $502 $893 67 51
Second fifth. 8.7 9.1 10.5 1,159 1,546 2,232 93 44
Third fifth__ 13.6 15.3 16.1 1,810 2, 697 3,410 88 31
Fourth fifth_. 20.5 22.5 22.3 2,734 3,816 4,711 72 23
Highest fifth_. 53.2 49.6 46 9 7,083 8,418 9,911 40 18
Allgroups......_.oeooo. 100.0 100.0 100.0 2,664 3,396 4,231 59 25

1 Current dollars divided by the consumers’ price index on the base 1948=100 to give a rough meastire of
changes in purchasing power of income. (See appendix table C-8.)

Nore.—Adjustments have been made in basic survey data for each year. See appendix table B-1 for a
distribution of families and single persons by income level for 1948. Detail will not necessarily add to
totals because of rounding.

Sources: National Resources Planning Board (1935-36), Department ‘of Labor (1941), and Counci! of
Eeonomic Advisers (1948).

The purely social consequences of income distribution are not within
the scope of this report, but it should not be forgotten that the functioning
of the economic system as a whole bears upon the life and livelihoods of
the people whom it is designed to serve. In addition, the distribu-
tion of income has a recognized bearing upon the functioning of the
whole economy and upon its prospects for growth. A balanced growth
of investment and consumption is closely related to income flow, which in
turn has a bearing upon the proportion of income that is spent for
consumption.

In 1948, consumer income and consumer expenditure each represented
a considerably lower percentage of gross national product than in prewar
years. The high tax structure necessitated by the war and its aftermath
absorbed part of the income which would otherwise have been available
to consumers. In 1949, the percentage of the total product represented by
this type of income and expenditure moved upward slightly. This is
shown by table 15.
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TABLE 15.—Selected series relating to consumption

s 1923-29 | 1933-35
Series average| average 1937 1939 1048 1049

Personal consumption expenditures as percent of gross

national produet....____ . . . _______________ 76.0 80.1 74.4 73.9 63.1 69.0
Net personal saving as percent of disposable personal
ABCOINE . _ e e 4.9 .2 5.5 3.8 6.3 7.5
Disposable personal income as percent of gross na-
tional product_.. ... 79.9 80. 2 78.8 76.9 2.7 74.6
Per capita disposable personal income:
Current dolars. .. ... 641 408 552 536 | 1,302 1,293
1948 dollars ! - 888 732 920 923 | 1,302 1,309
Index (1948 dollars, 1948=100) 68,2 56,2 70.7 70.9 | 100.0 100. 5

1 Current dollars divided by the consumers’ price index on the base 1948=100 to give a rough measure of
changes in purchasing power of income. (See appendix table C-8.)

Sources: Department of Commerce and Department of Labor (see appendix C for basic data).

The expansion of consumer demand which will be necessary in future
to sustain a high level of business investment, and to promote maximum
employment and production, will hinge not only upon the proportion
of total disposable income in the hands of consumers, but also upon the
trend of current saving. In 1949, as table 15 shows, the rate of saving
reached 7.5 percent of disposable income, compared with 3.8 percent in
1939 and about 5 percent during the 1920’s. It may well be that a higher
rate of saving than in the prewar period will characterize postwar pros-
perity, and this may create a problem of finding adequate investment
outlets. Earlier in this report, however, we noted the fact that the propor-
tion of saving to income decreases at the lower ends of the income structure.
As the national income grows, a trend toward relatively greater increases in
income for families in the lowest brackets of the income structure would
therefore give an extra stimulus to demand for consumption goods.

Thus greater relative gains by those groups who at present share least in
the benefits of our economy not only serve fair social objectives, but also
tend to improve the balance in the relationship between intended saving
and intended investment. Such a development contributes to the stability
and growth of the whole economy, and thus is beneficial to all groups
in the long run. This offers a wide area for agreement and cooperation
throughout the country, as the people look to free enterprise and free gov-
ernment for continuous improvement in the functioning of the economic
system.
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IV. Needed Policies

The early reversal of the downturn in 1949 was accomplished with the
aid of a composite of private and public policies. The Council has stressed
the importance of policies in the business world itself, coupled with our
confidence that as these policies constantly improve there will be progres-
sively less likelihood of the drastic Government action which follows from
the emergence of critical conditions.

Government should also exert an affirmative influence if we are to accom-
plish the objective of steady economic growth. The Government has become
a large partner in the modern productive process by contributing to the
development of resources, transportation, research, and the productivity
of labor, all of which are essential to an expanding economy. Tax and
credit programs have an immense impact upon the flow of incomes and
funds, and upon the decisions of business and consumers.

The following treatment includes an appraisal of some of the measures
which are significant for economic growth and stability under current and
foreseeable circumstances. This treatment does not attempt to be all-inclu-
sive. For example, other programs (such as those involving the power to
deal broadly and flexibly with credit developments through the Federal
Reserve System) should be made available to be used if conditions suf-
ficiently change to call for them. Still others may need to be developed
if deficiencies in market adjustments unfold.

What is recomended now might appear as a piecemeal approach, were
not each piece appraised in the perspective of the current economic situa-
tion and of the general objectives defined for the years immediately ahead.

THE FuncTioN oF PricEs

Our economy is sometimes called a price economy. This means more
than that changes in particular prices influence the decisions which deter-
mine the kinds and volumes of goods which are produced. It also means
that the price factor exercises so important an influence upon levels of real
profits and real wages and other incomes that it vitally affects the economic
balance between investment and consumption which is essential for a high
level of general activity.

The current price level in general is now high enough to sustain a generally
rewarding level of profits, if activity is high, and this level of profits would in-
crease substantially if the volume of sales approaches the levels required to
sustain maximum production. For this reason, there would be no justifica-
tion for a general upward movement of prices, and neither the current nor
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shortly prospective relationship between supply and demand is likely to
force general prices upward. While our economy is so complex that a
few isolated upward adjustments may seem justifiable, every effort should
be made to avoid them, because they will not add to stability or confidence
and will make it harder to achieve a level of sales consonant with maximum
production and employment.

There are some prices which are too high to permit continuance for a long
period of the current volume of sales. These prices will need to be re-
duced or production and employment will eventually suffer. These prices
are in the field of the administered-price industries where price policy is
firmly controlled; but it may be expected that managers in these industries
will not fail to reach for the larger market demand which will follow price
adjustments.

The Council believes that in general—and noting the exceptions men-
tioned above—the price level is now within a range where stability should
be feasible at workable levels. By workable levels, we mean those which
will enable buyers, as incomes rise gradually in a growing economy, to
increase their purchases sufficiently so that maximum production and em-
ployment will be achieved and maintained. We feel that, with respect to
the general situation, it will be safer for the immediate future to depend
mainly upon income adjustments rather than upon sweeping and widespread
price adjustments to enlarge the volume of demand.

This is not to say that a long-run downward trend of some prices in those
areas where technological gains are unusually great, or where productivity
increases with extraordinary rapidity, is not one of the best ways of enabling
these gains to be enjoyed by the whole population instead of merely by a
specific group of income recipients. Such trends in some prices have ap-
peared in the past and will appear again, and they are all to the good. None-
theless, as a general proposition serving as a guide to economic policy, the
practical dynamics of our economy indicate that a fairly stable general price
level and a rising level of money income as productivity increases are more
conducive to business confidence and to the expansion of enterprise than a
generally declining price level.

The Council is mindful of the critical problems confronting those whose
incomes have remained at low or moderate levels fixed since before the war,
But without a serious and prolonged downturn throughout the economy, the
price level could not conceivably be reduced to the point where these peo-
ple would find themselves in a satisfactory position. And that very process
of downturn would hurt many of them as much as anybody else. These
people, if they are to progress, must look to income gains,

TwuE FuncTION oF WAGES

With a growing potential for national output, the only way to translate
this potential into actuality is to distribute more goods. If the price level
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is reasonably stable, then the increasing purchasing power necessary for
expanding markets must come mainly in the form of money incomes rising
in accord with improved productivity. And since wages constitute the bulk
of personal income, the soundest general formula, once wages, prices, and
profits are in a workable relationship, is for money wages to increase with
productivity trends in the whole economy.

Such a general wage principle does not, however, imply that all wages
will or should move at the same rate, any more than the general desirability
of a stable price level implies that individual prices should not move either up
ordown. What this general wage principle does imply is that wage changes
should cluster around a norm determined by the over-all productivity de-
velopments of the economy. It is also recognized that there will be business
concerns with productivity gains which justify wage increases above the
norm, while others cannot afford to go as high as the norm. Widely diver-
gent rates of growth in productivity in particular industries should also be
reflected in shifts in some relative prices. The detailed process of adjusting
individual wages and prices to productivity must necessarily be pragmatic.

Over a long time span, it appears that wage increases as a whole and
productivity increases for the Nation as a whole have tended to move closely
together. But this should not blind us to the fact that there have
been periods when wage trends and productivity trends have gotten out of
line, and this has been a factor contributing to general economic instability.
Now, when we are not immediately threatened either by inflation or by
deflation, management and labor have a most challenging opportunity to
develop some broad economic principles for wage negotiation which take
account both of the over-all national situation and of widely differing situa-
tions in different areas, industries, and businesses.

In view of the powers which reside in strong employers and in strong
labor organizations, which make it possible now for one and then for the
other to force adjustments which are not in accord with the interests of
the whole economy, a twofold program is called for. In the first place,
increasing study of what constitutes sound wage policy should bring larger
conformity to it, because basically both management and labor are pro-
pelled by the desire to pursue a reasonable course. In the second place, we
are exploring conference techniques, so that representatives of manage-
ment, labor, and agriculture may make further progress on joint study of the
conditions and actions underlying a stable and growing economy.

Ams To Business INVESTMENT

The primary influences upon business investment are to be found in
the market place. If markets are broad and rewarding, funds will find
their way into productive investment. And whether these markets will
be broad and rewarding mainly depends upon the functioning of the wage-
price system in the distribution of purchasing power.
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Nonetheless, there are some special problem areas in the investment field.
The rapidly growing volume of insurance and pension funds raises the
problem of facilitating absorption of personal and institutional savings into
productive investment, by making a somewhat larger part of these savings
available to business as venture capital. The influence of direct Federal
action on this problem, however, is limited. To a large extent, the solution
appears to involve liberalization in State regulatory standards and valua-
tion concepts, and in the policies of many of the fiduciary institutions
themselves.

New and small businesses are at a marked disadvantage in seeking to
obtain equity capital. They also find difficulties in obtaining long-term
loans. The commendable efforts of the Reconstruction Finance Corpora-
tion to mitigate the financial problems of small and medium-sized concerns
would be aided if the maximum maturity period on loans were increased;
and if the agency could expand its capacity to provide loan applicants
with technical assistance, thereby increasing the effectiveness of its lending
operation and improving the borrowers’ ability to repay. Also, more ex-
peditious and less costly means should be found to provide very small
business concerns with loan assistance.

In treating of investment needs, the Council has pointed out that housing
investment needs stimulation more than any other type, whether measured
by the opportunities which this would afford to business enterprise or by the
people’s needs for shelter. With a well established and nation-wide pro-
gram for subsidized low-rent housing under way, the outstanding prob-
lem now relates to housing for middle-income groups. Further reduc-
tions in housing costs, and further income gains in an expanding economy,
would both contribute toward the solution of this problem. Important
revisions are being proposed in existing Federal Housing Administration
programs, to encourage production of housing at lower rents and lower sales
prices and of a size commensurate with family needs. These changes, how-
ever, will not provide a complete solution. Even with the new aids, ade-
quate funds are not available for this kind of housing investment at suffi-
ciently low interest rates and for a sufficiently long period of amortization,
since most investors require a greater degree of security than is offered by this
kind of investment. Legislation should therefore be enacted to place the
credit of the Government, directly or indirectly, in back of private ventures
into cooperative or nonprofit housing built under adequate standards.
Since the housing shortage continues, rent control is still needed.

Although the present business tax structure has not interfered generally
with high over-all levels of business investment in the postwar period, some
tax adjustments offer possibilities for encouraging over the long run an
adequate and regular flow of business investment. The Council hopes that
before too long, general revision of the tax structure will become more
feasible than it is just now.
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Fiscan Poricy

In its Fourth Annual Report to the President, published last month, the
Council stressed the contribution which a reasonably stable fiscal policy
could make toward general economic stability and growth. But we recog-
nized that drastic changes in expenditure and tax programs of Government
had been necessitated by the appearance of wars and depressions. We also
recognized that the large tax changes in 1948, the condition of the Federal
budget, and the rapid shifts in business trends in 1949, call for some tax
changes very soon. Further, some improvements in the tax structure are
needed before a sound base will be established on which to rest a long-range
effort to achieve more stability in fiscal policy.

The level of taxes did not prevent a magnificent record of postwar eco-
nomic achievement. A valuable result of the Government surpluses in
1947 and 1948 was in helping to restrain the forces of inflation. The sub-
sequent downturn in business activity during the first half of 1949 was not
due to excessive taxation. Nor did the level of taxation prevent the upturn
in business activity from coming sooner after the beginning of the downturn
than in any comparable period in the past. Turning to the expenditure
side, while the high outlays necessitated by the international situation com-
plicated the inflationary problem until early 1949, the steadiness of these
outlays cushioned the downturn very substantially. On the other hand,
the Council at midyear 1949 did not recommend increases in public spend-
ing for the purpose of stimulating the economy, and our confidence in its
internal recuperative forces has thus far proved justified.

An examination of the outlook for Federal finances is relevant to the
current concern over the appearance of a substantial Federal deficit and to
the justified belief that its enlargement or even its long continuance would be
most undesirable.

Effect of general economic conditions upon Federal finance

The Federal cash position, measured in terms of the consolidated cash
budget (see the explanatory note on page 59), shifted from an 8-billion-dol-
lar cash surplus in calendar 1948 to a cash deficit of about 1.7 billion dollars
in the calendar year 1949, and an estimated deficit of approximately 5.7 bil-
lion dollars for 1950. This shift is explained by the following factors: (1)
the Revenue Act of 1948 resulted in very large reductions in tax payments;
(2) the mild recession of 1949 was marked by a considerable decline in cor-
porate profits as reported for tax purposes. This depressing effect upon
receipts will be felt most sharply during the calendar year 1950, when
most taxes upon 1949 corporate profits will be paid; (3) certain Govern-
ment programs, such as unemployment compensation and farm price sup-
ports, rose sharply in 1949 under the impact of recessionary tendencies;
(4) other major expenditure commitments, particularly for veterans’ pro-
grams and foreign aid, reach a peak in 1949 or 1950 and will decline there-
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after. One major item for 1950, the national service life insurance divi-
dend, of which 2.6 billion dollars will be paid in that year, will not recur
in that amount.

An examination of these causes for the deficit reveals certain trends
which would be reversed in a growing economy. Along with the effect
which a continuation of the current upward movement of the economy
would have in reducing certain expenditures, it would also have
an effect in increasing Federal revenues. This report has already dis-
cussed the secular growth of the economy since 1890, and long-range
policies, especially fiscal policy, should take into account the probability
that over the next few years this secular trend will continue at a rate
slightly increased on account of the very large new capital investment
of recent years plus the extraordinary technical improvements of the
war and postwar periods. An increase in gross national product at the
rate of approximately 3 percent a year would raise the annual product by
1954 to 300 to 310 billion dollars, contrasted with the 1949 level of 259
billion. The exact effect of this increase upon Federal revenues will
depend upon the distribution of national income among the several groups
of recipients. The effect upon the budgetary situation will also depend
on the rate of expenditures.

Expenditure policy

The prime purpose of Federal expenditure is to furnish those services
which cannot be provided effectively in any other way, and which are neces-
sary to our national security, welfare, and progress. Examination of the
Federal Budget indicates that outlays are reasonable by this test. Outlays
for national defense and international affairs are higher than they would
be in a more peaceful world, but the fact must be accepted that their
present level is determined by security reasons. Growing international
stability will permit a progressive decline in these types of outlays. The
proposed increases in social insurance programs and in other welfare and
developmental programs reflect recognized needs and conform to the
clearly expressed purpose of the people.

The level of current and proposed public outlays will not impose an
undue inflationary strain upon the economy as a whole. Our economy is
now functioning at high levels, but considerably below maximum employ-
ment and production or full utilization of its resources, and in the Council’s
judgment there is no presently foreseeable prospect that a renewal of general
inflation will require that Government programs be cut below essential
requirements. On the other hand, we do not now believe that current and
proposed Government programs should be expanded above their contem-
plated rate merely in order to take up the slack in employment. We should
instead rely upon the recuperative forces now at work.

There is no previous experience with an economy of the size that ours
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has now reached, from which there may be drawn any firm rule as to the
proportion of the national income which may safely in the long run be chan-
neled back into the economic stream through the Government. But
the Council’s whole approach focuses upon the objective of economic expan-
sion through the enlarging activity of consumers and of business, and this
means that Federal expenditures should be held as low as the requirements
of programs essential to national growth and welfare will permit.

Because so large a proportion of present Government programs is devoted
to purposes which, while essential to national security and world political
stability, make little direct contribution to increased standards of living, we
wish to emphasize the desirability of working toward lower levels of expend-
itures as rapidly as international conditions permit. We also wish to
emphasize the importance of constant vigilance against the dangers of waste
and inefficiency everywhere and at all times. Measures of economy, how-
ever, must not be so distorted in application as to involve the sacrifice of
essential objectives.

For this reason, we have expressed the hope that world conditions will
make it possible to make a steady reduction in national security and other
extraordinary expenditures related to the international situation, for it is
here and in related activities arising from the war that there lies the greatest
opportunity for future reduction in the Federal budget.

Tax policy

Current and prospective tax policy should be considered in the light of
the foregoing discussion.

While general reduction in personal or corporate income taxes always has
some stimulating effect upon business and consumption, such reduction at
this time would enlarge the deficit, and would be justified only if found
necessary to fortify business against a serious recessionary threat. At
midyear 1949, in the face of a far more unfavorable business situation
than now exists, the Council did not favor general tax reductions. The
upturn since then makes them even less desirable in the present budgetary
situation. Analysis earlier in this report indicates that there is no general
lack of funds for business enterprise, and that the main influence which
should be relied upon to accelerate business advance resides in adjustments
within the price-income structure which will promote an increasing demand
for the products which business produces. In spite of existing problems
in some areas, business investment in general can go ahead on a sufficiently
large scale under the current tax structure, if business managers grasp fully
the prospects offered to them by the expansive quality of the economy.

Balancing the budget by attaining a surplus in periods of high business
activity to offset deficits which might appear under less favorable conditions
is, in our opinion, an important policy. Further, the national debt should
be reduced. Business continued throughout 1949 at a reasonably pros-
perous level despite recessionary tendencies. Now that business is advanc-
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ing again, we are sharply challenged to apply the principle of budget
balancing. We cannot avoid answering the question: If a balanced budget
is ever to be attained, why not at once at the current level of the economy?

Our answer is that the economy is indeed strong. We also feel that it was
unfortunate that tax rates were reduced in 1948, and that if the higher rates
had remained in effect they would not be such a burden that business
recovery would not continue. But the tax rates were reduced, countless
personal and business relationships are now based upon the lower rates, and,
if taxes were now raised sufficiently to attain an immediate budget balance,
the process itself would involve disturbing maladjustments. The real ques-
tions is this: to what extent may there be some tax increases at this stage of
business recovery without impeding business progress enough to defeat the
purpose of the tax program?

It is important that action be taken to reduce the deficit, and to move
as rapidly as the need to maintain business progress will permit toward
attaining a surplus to apply upon the Government debt. For this purpose,
some increases in taxes may be made, without threatening the recovery of
business now under way. The revision of some taxes should be sufficient
to achieve a net increase in revenue, even while making certain other adjust-
ments in taxes to improve the equity of the structure and to provide some
stimulus to business investment and consumer buying.

There is urgent necessity that a review of the whole tax structure be
completed at the earliest possible date, toward the end of initiating long-
range improvements as soon as compelling short-range problems are
disposed of.

FarMm Poricy

Recent trends in agriculture present one of the most dramatic illustrations
of the expanding consumption capacity of a growing economy. In the
years immediately before the war, there were farm “surpluses”; in the post-
war years, with farm output 35 percent above the prewar levels, there were
shortages. Exports played an important part in this amazing shift, but the
central cause was rising standards of living at home. The paramount fact
about the agricultural situation today is that we shall need more total out-
put—and not less—if we are to achieve a 300-billion-dollar economy within
a few years.

The farm program must give increasing attention to the maintenance
and enlargement of markets for agricultural products. We must give
greater emphasis to improvements in the marketing and distribution of
these products, including nutritional education and special measures to
improve the diets of school children and low-income families. We must
also cooperate closely with other nations in developing satisfactory tech-
niques for maintaining a continuing flow of farm products into international
trade without demoralizing world markets. The World Wheat Agreement
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is one example of what can be done along this line. But it is only a be-
ginning. Our Government has recently expressed the purpose to con-
tinue to explore fully with other producing and consuming nations any
feasible way of making better use of the world’s supplies of food and
fiber, to help stabilize world prices, and to improve world standards of
nutrition.

The expansion of farm output above prewar levels has been accomplished
with only a minor enlargement of cropland, and with a substantial reduc-
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tion in the number of farm workers. It reflects in part more favorable
weather. But it has resulted chiefly from widespread application of
new technology. This has included new and improved machines; new
varieties of crops and improved breeding of livestock; the more advan-
tageous use of fertilizers and lime; the better control of pests and diseases;
and the development of new systems of farming to apply these new tech-
niques toward more efficient production and more conservative use of soil
and water resources.
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With a growing national income in real terms, consumption has grown
along with production. For the 3 years 1945-47, per capita con-
sumption of food averaged 16 percent above the period 1935-39, and
population was larger. The quality and composition of diet have vastly
improved. Meats and dairy products, fresh fruits and vegetables have
found their way to more and more tables. The per capita consumption
of eggs rose from less than 300 per year before the war to nearly 400 in
1945. Since 1946, per capita food consumption has been cut back from
119 percent to 110 percent of the prewar level. Some of this resulted
from changes in the income structure relative to prices. But another
important factor was the imbalance of production among different commodi-
ties, relative to the wants and needs of consumers. This was caused partly
by short feed supplies in 1947-48. People would have continued to buy
larger quantities of meat and milk if these products had been available.

A fully producing agricultural plant in the years ahead would not result
in production increases as rapid as those which have occurred in recent
years. The new technology has already made itself felt. But an economy
moving toward the over-all growth objectives which have been outlined for
the next few years would require an increase of 1 to 1), percent a year
in total farm output. This increase is feasible, and can be absorbed by an
economy functioning at maximum employment. Domestic disappear-
ance 5 years ahead, in comparison with the past 2 years, might be expected
to increase 25 to 30 percent for fruit; 15 to 20 percent for dairy products;
and 10 to 15 percent for meat, vegetables, and food fats. Tobacco con-
sumption would probably continue to rise. Domestic utilization of cotton
and wool should be much higher than in 1949. The use of food grains
and potatoes may continue about stable, at least in terms of total food use.

The level of per capita food consumption involved in these estimates
would be about 5 percent above the present level—still a little below the
wartime peak, but 17 percent above the average for 1935-39. Even these
estimates take into account the inadequacy of purchasing power which
serves as a barrier to adequate nutrition for many families. Raising such
families to an adequate dietary level would require increasing the supplies
of meat and dairy products another 5 percent, and of poultry products,
fruits and vegetables in smaller proportions. Such supplementary con-
sumption would raise the per capita level to about 20 percent above prewar.
With a 20 percent larger population, this would mean within a few years
total domestic food disappearance about 45 percent above the average during
the immediate prewar years. In addition, substantial possibilities for
increased consumption of farm products are being revealed by research
to develop and demonstrate new uses for them in industry.

The necessities of war, and trends in the immediate postwar period, have
driven our farm production into a pattern which is unsuited to the
requirements of the future. The acreage devoted to wheat and cotton is
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higher than necessary to fill prospective domestic and foreign requirements.
Production of milk, meat, fruits and vegetables should be substantially
expanded, if diets are to be improved and the objective of a 300-billion-
dollar economy realized. Some temporary curtailment of feed-grain pro-
duction may be desirable until livestock production catches up. These
shifts are in line not only with the requirements for consumption, but also
with the requirements for conservation. A substantial part of the acreage
plowed for wheat in recent years should be returned to sod; a good deal
of land in the cotton South has been used too intensively and should be
turned into pasture or farmed under more conservative systems of rotation.
In general, the shift of land from tilled crops to pasture and forage for
livestock will help maintain the soil for the use of future generations.

The speed and efficiency with which wartime shifts in production were
accomplished show that the Nation can certainly devise the methods for
desirable peacetime shifts. But the commodity goals and market supports,
which sufficed when more of everything was needed, are not adequate to
the more complex task of combining expansion in some areas with moderate
or drastic contraction in others. New methods are needed for new times.

The present price-support legislation offers the most definite assurance
with respect to returns from the basic cash crops, somewhat weaker assur-
ance for dairy products, and no certain assurance at all to other livestock
enterprises except wool. Relatively more emphasis in price-support legis-
lation should be placed upon livestock items if a positive, forward-looking
farm program is to be developed.

Needed adjustments in production and consumption will require im-
portant changes in land use. Not only are these changes necessary in order
to avoid persistent surpluses and to obtain a better balance of agricultural
output in line with the demands potential in a growing full-employment
economy; they are also needed to bring about better conservation of our
soil resources. And in most instances they should, in the long run, prove
more profitable for farmers themselves. Major reliance in bringing about
adjustments must therefore be placed, not on price support alone, but also
upon gearing together research and education, conservation payments and
technical aids, and farm credit, in an aggressive program to encourage and
enable farmers to make the shifts in land use that are desired.

A primary purpose of farm price supports is to achieve parity of income
for agriculture. The need for support from this standpoint, however,
chiefly arises out of recessionary economic developments originating outside
agriculture. Farm support programs are essentially supplementary. Their
benefits are secondary, compared with the benefits flowing from a prosperous
and growing economy. A prosperous and growing economy would not
only expand the market demand of consumers, but would also make possible
effective programs for improving nutrition, expanding distribution, and de-
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veloping new uses, in which there lie wide opportunities for a desirable ex-
pansion of consumption of farm products.

At the same time, a properly designed farm support program can con-
tribute toward overcoming recessionary developments and maintaining the
kind of economy in which these opportunities may be realized. It can do
this by helping to maintain purchasing power in the rural areas of the
economy, particularly in those areas which are the temporary victims
of maladjustments like those with which many farmers are now faced.

A proper adjustment of the support program from this standpoint in-
volves, as previously indicated, a structure of supports which will help to
encourage the basic shifts needed in production, rather than to perpet-
uate maladjustments. It involves also the provision of greater variety
in the methods of support. It has been possible for the Government to
maintain prices through purchases or loans which enable farmers to hold
supplies off the market. But such operations involve many difficulties of
storage and disposal, especially of livestock products and other perishables.

The desirable alternative method of supporting farm returns from live-
stock and other perishables involves payments to farmers when market prices
fall below desired levels. This method has important economic advantages.
By permitting market prices of foods or other farm products to be deter-
mined by normal demand factors when supplies are abundant, it passes
on to consumers the benefits of such abundance and gets larger amounts
moved into consumption. Support of market prices, on the other hand,
impedes this desirable consumption response. In addition, market-price
support maintains an upward pressure on prices at numerous points in the
economy, where costs of production of other goods are directly or indirectly
affected by the prices of farm products. The reductions in prices which
become possible where payments are used relieve such upward pressures
and permit readjustments which may tend, over a period of time, to bring
about more stable price relationships and hence to reduce the cost and
the difficulty of the support program itself.

Either direct supports or payments may prove costly in certain periods,
and may need to be supplemented by programs to hold down the
production or marketings of commodities that are in surplus. But it is
important to recognize that such restrictive measures, though they may
be temporarily effective, are no substitute for a positive adjustment program
to bring about enduring shifts that are needed in production. So long
as there are too many farmers engaged in the wrong kind of produc-
tion, the pursuit of parity of income for agriculture will not provide a
complete solution. But if accompanied with measures to adjust agri-
cultural production to the needs of a growing economy, the objective
of income parity for agriculture means a better balance throughout our
whole national economy. It means protection of a vital sector of the
economy against the extraordinary fluctuations in income which have pe-
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culiarly affected it in the past; and it means a more stable and expanding
demand in rural communities for the products of industry.

In the final analysis, programs to reach and maintain parity of income
for agriculture will not fully meet the objective of adequate farm purchasing
power unless they include a direct attack upon the special problem of low-
income farmers. In 1948, the per capita income of the farm population was
estimated at $905, compared with $1,572 for nonfarm people. During the
same year, one-fourth of our 6.7 million farm families received cash incomes
of less than $1,000. Although this figure omits the value of nonmoney in-
come from home production, it nonetheless indicates the plight of these fam-
ilies, and their low position in the market for commercial goods and services.
While not ali of the low-income people on farms are farmers in a strict
occupational sense, there were in 1945 nearly 1 million small holdings whose
operators apparently derived their main income from the farm. In addi-
tion, more than 1%, million small family farms turned out products valued
annually at between $1,200 and $3,000. These two groups accounted for
more than 44 percent of the farms reported, and nearly 43 percent of the
population on farms.

Many of these farmers, having little to sell, receive little benefit from
price-support programs. In addition, there are some 4,000,000 hired farm
workers, whose average wages, including perquisites, are substantially below
the levels of most urban employment.

A frontal attack upon farm poverty involves many measures. It should
include increased emphasis upon the provision of credit and other aids
to small farmers in enlarging, improving, and equipping their farms.
This program should be tied in closely with production adjustment meas-
ures, with soil conservation activities, and with management advice and
guidance. For familics whose best opportunities lie outside farming, stress
should be placed upon vocational adjustment, help in locating new jobs,
and financial aid during their period of training and relocation. These
undertakings would be facilitated if nonfarm employment opportunities in
rural areas were expanded through regional development and rural indus-
trialization activities.

Foremost among those programs which will be of general benefit to
farmers, particularly those of low income, will be further improvements in
education. The consolidation and improvement of rural schools would
broaden the opportunities for vocational training. Measures to improve
health and housing in rural areas, and to extend to rural people a fuller
participation in our social security programs, are of comparable importance.

The advancement of a prosperous and secure agriculture, measuring up
to the requirements and benefiting by the richness of an economy functioning
at maximum levels of employment and production, is one of our major
economic tasks. That task calls for all the resources of thought and of
material things that can be made available. The time to move resolutely
in that direction is now.
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DEevELOPMENT oF Prysicar aAND HumaN RESOURCES

Economic growth depends on what people do with land, water, minerals,
transport, and plant and machinery. What they can do in turn is measured
by the care with which they have conserved and utilized their physical
resources. It rests equally upon general health standards, and upon the
level and kind of education they have. Increases in our total national
production to more than 300 billion dollars in 1954, and maintenance of a
2 to 21, percent annual rate of increase in productivity over the next few
years, would require expanded and improved developmental programs in
the two broad areas of physical and human resources.

To attain the prosperous economy which is within our reach, plans
relating to natural resources development, transportation, urban develop-
ment, education, and health must be correlated. In nearly every one
of these areas, construction and nonconstruction or service activities
are interrelated. Soil-conservation techniques are useless unless farmers
have an appreciation of their value and an understanding of how to use
them. New schools and hospitals are of little consequence without trained
staff personnel. Developmental and works programs, such as land reclama-
tion, hydroelectric power development, intercity and interregional highways,
and better housing, hospitals, and schools, should be viewed in long-range
perspective in terms of socially desirable and economically feasible standards.

It is highly significant that achievement of the balanced economic
growth envisaged earlier in this report requires a level of expenditure
for the foregoing developmental activities rising at least about 20
percent above that of 1949 within five years. This increase is about the
same as the potential increase in total output projected for that period of
years, but is less than half the rate of growth which would be desirable if
other elements in the budget were not so extraordinarily large. As
economic objectives become better defined, the magnitude of these pro-
grams should be reviewed continuously to assure their maintenance at
adequate levels. The discrepancy between the minimum and desirable
levels of growth illustrates that, with present budget commitments for
national security, progress in these programs must of necessity be limited.
On the other hand, an insufficient allowance for the development of our
natural and human resources would do irreparable damage, and would
impair our ability to produce for peace or defense.

Physical resources

The importance of the development of our natural resources in the
economic progress of our country has been so well known that the “Winning
of the West” has been a favorite and romantic theme in the school histories
of American children. Our pride in the ability, intelligence, and industry
of our forefathers has not concealed from us the fact that the speed of
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economic growth has been possible because the human forces of production
were applied to a bountiful supply of undeveloped natural resources.

The primitive stage in which the individual could create his own field
of work and production lasted a long time. As late as the close of the
nineteenth century, the single enterpriser was setting up his mill and water-
wheel, the farmer was establishing himself on a productive homestead, the
prospector was hunting unknown ledges, and the wildcatter was drilling
shallow wells for oil or gas. Even the numerous projects for the exploita-
tion of natural resources, which were beyond the financial capacity of such
individuals, were generally small enough to be supported by capital supplied
by a few persons, often by a single capitalist backer of the entrepreneur.

The twentieth century has seen the continuous replacement of indi-
vidual enterprise by large corporate enterprise in the development of
natural resources. The simple prospects have been exploited, and the
opportunities have been increasingly in projects requiring large capital.
The place of small business has grown progressively smaller in an
industrial environment of 500,000-dollar oil wells, 10-million-dollar ore
treating plants, 50-million-dollar hydroelectric stations, and timber factories
which reproduce as well as cut down the forests. And even while large
corporate enterprise has expanded its operations in the development of
natural resources in the past 50 years, it has become increasingly clear
that some projects which must be undertaken in an adequate program are
beyond the field of private enterprise. Only the Government can meet the
problems of high cost and of exceedingly long periods of amortization of
investment which are usually combined in these undertakings.

This historical trend is well illustrated by our unfolding policies and pro-
grams in the field of land reclamation by irrigation. One of the first
actions by the Federal Government in this direction was the passage of the
Reclamation Act in 1902. Irrigation development began with the one-field
ditch, became a neighborhood group project, and then moved into the
stage of corporate operations, which the Government assisted where public
lands were involved by furnishing free reservoir sites and free rights-of-way
for canals, and by restricting land acquisition to persons buying water
rights.

The Reclamation Act was passed because these aids were not adequate
to enable private capital to construct the larger and more expensive projects
which would extend the limits of irrigation beyond the narrow zones near
the streams and would establish a water supply, despite the earlier over-
appropriation of the natural flow of a river, by constructing great reservoirs.
In the beginning, the moving idea was that the Government could easily
finance a project which a corporation would find had little chance of at-
tracting private investors, and that the Government could extend very
long credit to the buyers of water rights. Much later, there came Con-
gressional recognition that the establishment of a prosperous, growing com-
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munity, for so many of which the reclamation programs have been respon-
sible, brings great benefits to the state, not only in an increase in its general
well-being, but also in direct financial gains affecting its revenue. The pri-
vate corporation cannot realize such benefits. The Federal Government
does secure them, and it may take them into account in determining whether
to undertake a project the cost of which will be recovered only in part
from those directly served.

Great opportunities still lie before private capital for the further develop-
ment of natural resources, and Federal legislation is specifically directed, in
many respects, to assisting private enterprise engaged in such projects. But
the ability of the Nation to benefit as greatly from our natural resources in
coming years as in the past depends also upon enormous undertakings which
private capital cannot attempt. We have made a beginning of Govern-
ment projects, especially in the Tennessee and other river valleys, and
other possibilities are so many that they surpass the possible limit of Federal
expenditure. Appropriations must be allocated between resources devel-
opment and other Government purposes, and between projects affecting
natural resources and those affecting human resources. Some of the
factors which should influence the decisions are indicated in the following
discussion.

Programs for the conservation and development of natural resources need
to be expanded at a rate somewhat greater than the secular growth of the
economy. The public expenditures involved are investinents which result in
the production of goods and specific services indispensable to economic
growth, nationally and regionally. They make available, for the benefit of all
the potentials which exist in our regions. For example, if the well-established
trend of increasing use of electricity is to continue, the production of low-
cost electrical energy will have to expand more rapidly than the increase in
national product. River basin development programs can account for a con-
siderable portion of the 6,000,000 kilowatts of additional power capacity
needed annually for some time into the future. In the West, these programs
contribute to meeting needs imposed by great population increases. In the
more mature area of northern New York State and New England, the eco-
nomic prospects can be improved by making available the low-cost power
potential in the St. Lawrence scaway and power project. By the time the
seaway can be completed, we may be heavily dependent upon imported
ore to keep our steel industry operating at capacity. For reasons of
national security as well as economic development, the seaway is an urgently
needed link between the inland centers of our iron and steel industry and
foreign sources of ore.

We should speed up the gathering of geologic, topographic, hydrologic,
and other basic data upon which so many resources development projects
rest. Forest resource and soil surveys should also be pushed vigorously.

Continued emphasis on the synthetic liquid fuels program and the under-
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ground coal gasification programs are desirable as a part of the Govern-
ment’s long-range effort to develop new techniques and alternative sources
of supply in the interest of conservation of diminishing resources. Explora-
tion for scarce minerals should also be encouraged.

About one-fourth of our cropland is being damaged at a rapid rate, while
another 25 percent is deteriorating, although at a less serious rate. "These
lands should be placed under good management at soon as possible, while
farmers generally need to give increased attention to soil-conserving tech-
niques. Soil conservation and improvement work is not being done rapidly
enough, nor upon a scale broad enough to protect the soil. About one-half
of the western grazing lands are in poor condition and call for immediate
attention such as seeding, fencing, provision of stock water, and control of
noxious plants. More than 100,000,000 acres of public range need restora-
tive work. Large tracts of marginal wheatland, for which adequate rainfall
cannot be counted upon, should be returned to range.

A flexible long-term forest development program should aim to build up
the annual growth of saw-size timber to about double the present rate. This
would allow for potential needs in a prosperous, expanding economy. Cut-
ting and forestry practices on almost two-thirds of our private forest land
are detrimental to future growth.

We have standards permitting measurement of our present deficiency
in highways. A good highway costs less all around than a poor highway,
because of increased safety and savings in wear and tear on cars and tires.
More than half our major highways were built in the 1920’s or early 1930’s,
and have already served the major part of their useful lives. It would cost
more to maintain them over the next decade than to replace them; so
our choice is between building good roads and riding on them, or losing
the price of good roads by riding on poor ones. Out of a needed expendi-
ture for highways of about 4 billion dollars a year over the next decade,
approximately one-half should be for replacement.

The atom represents a new resource of almost limitless opportunities,
the development of which we have scarcely begun. Through use of radio-
active atoms, we are pushing back the boundaries of hitherto unknown mys-
teries of human life and plant growth, and we are gaining new knowledge
that has already improved industrial processes in textiles, chemicals, and
metals. In addition to gains in medicine, agriculture, and other fields,
radioactive atoms are leading the way toward new and better industrial
products, better assurance of profitable business operations, and higher
standards of productivity accompanied by higher returns to labor and
management. Construction has begun on several experimental atomic
energy power plants, which may prove to be the forerunners of a new age
in the application of electric power. The precise economic significance of
these developments can now be seen only dimly, but it cannot be doubted
that they will exert an increasing force in the growth of the American econ-
omy and in its several regions.
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Human resources

We shall fail to realize the potentials of our physical resources, unless we
remember always that it is people who translate these potentials into actual
goods and services. Ever-advancing health and educational programs should
be recognized as the necessary foundation for the improved technology and
social organization upon which economic growth depends. These develop-
mental programs include construction of schools, hospitals, and other
facilities, as well as educational and health services.

The need for improved educational opportunities is persistent. The
more urgent problem is the enlargement of staff and facilities required by
the postwar growth in the juvenile population. Five years from now
elementary school enrollment will be 30 percent above the present level.
A similar expansion of secondary school enrollment will follow. Suffer-
ing as we now do from the overcrowded classrooms and the overburdened
teachers which are the nation-wide rule, we should add approximately
one-third to our elementary school plant capacity within a few years,
replace an additional third, and increase the number of elementary
teachers more than correspondingly. We shall have to expand secondary
school facilities, but not so rapidly. Another serious problem is found
in the current inability of a large proportion of our most capable youth
to obtain the post-high school education necessary to full realization of
their economic and cultural capacity. Additional thousands of doctors and
nurses should be professionally trained each year, as an essential part of
improved health programs.

The disparity of financial resources among the States of the Union is such
that the States with the greatest proportion of children of school age are
generally lagging in their provision for elementary and secondary education,
although they devote a larger part of the income of their people to this
purpose than do many wealthier States with much better educa-
tional facilities. It is now widely recognized that Federal aid is required,
to support enlarged educational programs which will meet the problems
of hard pressed areas, and which in addition will expedite the provision
of wider opportunities for higher education generally as well as the profes-
sional training of doctors and nurses throughout the country.

The need for greatly improved health services and facilities is also
a matter of common agreement. The economic costs of preventable
illness, of reduced physical and mental capacities, and of premature aging
are such that public expenditures in improved health are as much sound
economic investments as they are a major contribution to individual well-
being.

To meet desirable standards, the Nation should double its present accept-
able hospital facilities by 1960. This would mean more than 900,000
additional hospital beds. Public health service units should be made
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available in the more than 1,000 counties which now do not have them
on a full-time basis, and services in many existing units should be
strengthened. Improved access to competent medical attention should be
provided for the millions who are now without it. Vocational rehabilita-
tion and medical research activities need expansion. Federal aid is essential
to the achievement of these standards in many areas of the Nation, as well
as for expanded training of medical and public health personnel.

The timing of developmental programs

Critical problems arise with respect to the flexibility and timing of these
programs. How much variation from year to year might be desirable and
feasible in these programs, in order to contribute in some measure to the
stability of the general economy? Even more troublesome has been the
problem of the extent to which these programs may be shaped to the varying
needs of different parts of the country.

The Council believes that these programs for the development of basic
physical and human resources should be primarily along lines of long-range
steady growth. By this approach, it should be feasible to arrive at deter-
minations, partly but not purely economic in character, as to what part of
the resources of a growing economy should be allocated to these fundamental
objectives. This should contribute more to the stability of the general
economy than the treatment of these programs mainly as compensatory
devices. The economic outlook now—with neither inflation nor deflation
clearly in prospect—presents as good a time as any to develop these pro-
grams systematically and in close accord with the long-range needs of the
country. The Council believes that this is the sounder approach, not only
from the viewpoint of general economic policy, but also from the viewpoint
of the sound management of the Federal budget.

Economic trouble spots

Despite the high levels of employment throughout the Nation, there
are some areas with quite heavy unemployment, and with far less than
maximum levels of production and business activity. This presents a chal-
lenge because there cannot be maximum employment and production
throughout the Nation so long as some areas are relatively depressed; and
there is always danger that economic dislocations in spot areas may spread
if they are not remedied.

For more than a year, there has been a noticeable concentration of unem-
ployment and distress in particular areas. According to the end-of-Decem-
ber reports, 12 of 100 labor market areas of major importance had an
estimated 12 percent or more of their labor force unemployed. In addi-
tion, this percentage is known to have prevailed in numerous smaller
labor market areas.

At midyear 1949, a program was initiated to provide aid to these trouble
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spots through modification, within the limitations of existing laws, of proce-
dures governing Federal procurement, construction, and lending operations.
Action along these lines should be continued. However, the more persistent
and fundamental aspect of the problem is the long-term or chronic unem-
ployment so prevalent in many distressed areas. It should be recognized
that some New England textile areas, the cut-over section in the Northern
Lakes States, and various coal mining districts in Pennsylvania, Illinois, and
Indiana, have been in difficulty for 20 years or longer. This calls for even
more determined efforts, broader in scope and longer-range in character.

The search for solutions to these area problems is the joint responsibility
of Federal, State, and local governments, working with the private groups
concerned. Integrated programs of action need to be worked out to meet
the unique situation in each depressed area. The possibilities of more
vigorous retraining, lending, and capital development activities, should be
examined. These actions should contribute to permanent solutions, and not
only alleviate current difficulties.
Advance planning and program flexibility

Advance planning of developmental programs is necessary, if they are
to be directed more fully toward long-range economic objectives for the
Nation as a whole and for specific regions. In addition, such advance
planning will make such programs more effective in some of the eco-
nomic trouble spots which exist even in times of general prosperity. And
if, despite all efforts, a dangerously inflationary or deflationary situa-
tion should develop, advance planning will make it easier to adjust develop-
mental programs accordingly without loss of time or waste of funds. Such
planning would not be inconsistent with a decision to defer projects in
periods of threatening inflation, and it would assist their acceleration if
that should become necessary to halt serious deflation.

The following table summarizes the present status of advance construc-
tion planning for such projects as highways, various community facilities,
and dams and other stream improvements.

TaBLE 16.—Status of plans for a public works reserve

[Billions of dollars}

Estimate of | Blueprints nta
Ttem construction | on hand, ?I{ue%zlélstsb
in1950 | Dec. 31, 1949 pr

State and local 1. iciaiaans 4.1 3.0 3.0
Federal. ... 1.9 15 3.0
B 7 ) PPN 6.0 4.5 6.0

1 Based on data provided by the General Services A dministration.

At the present time, State and local backlogs of drawings and specifica-
tions do not exceed 3 billion dollars. This is less than 6 months” work at
the level which should be maintained over the next few years. The Con-
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gress has renewed authority for the Federal Government to aid State and
local governments in building up their shelves of construction plans, and
this work should be pushed vigorously.

One major weakness is in the broad field of river basin development.
Existing programs, several involving hundreds of millions of dollars, lack
consistency and balance. In most of our major river valleys, we do not
now have satisfactory means for preparing and agreeing upon integrated
programs of development, including watershed land development as well
as construction along the stream. Thorough reexamination of the prob-
lems and presently authorized programs in a number of our major river
basins would be desirable. This is especially true of the Missouri Basin.
In addition, there should be continuing efforts to improve policies and
methods of program formulation, to assure that objectives for river basin
development are consistent with our national economic goals.

The preparation of advance plans requires consideration of the suit-
ability of various programs for possible acceleration, both Nation-wide and
in specific areas. Examples of projects and programs which are susceptible
to prompt expansion include improvements in city streets, sewer- and water-
line extension, school building additions, and maintenance and repair of
public buildings. Nonconstruction programs, including research, recrea-
tion, and public health services, are also susceptible to flexible expansion.
In rural areas, soil, range, and forest conservation work are examples of
the more flexible type of development programs. Public housing, hos-
pital, and major highway construction requires more time to get under
way, but is still available within limits. Federal technical assistance for
State and local planning of nonconstruction as well as construction projects,
would go far toward making sure that such assistance as the Congress
might make available in time of need would be fitted in with carefully con-
sidered long-term needs and opportunities, nationally and in special areas.

Successful advance planning of developmental and works programs re-
quires continuous efforts to coordinate the planning activities of the Federal
agencies concerned. Furthermore, it may well be desirable to provide for
a greater degree of discretionary authority over the timing and placing of
public development expenditures, as an aid in stabilizing the economy na-
tionally and in particular areas. This subject is being studied by the Council.

SociaL SECURITY

In the 250-billion-dollar economy of today, the social security programs
are still adjusted largely to the 70-billion-dollar economy of 1935—the
year when the Social Security Act was adopted. The interests of the
Nation require that these programs now make an about-face and, instead
of looking backward, look forward to the 300-billion-dollar economy that
we can achieve within a few years and to the still larger economy which
should exist by the time that most of those who are now working reach
retirement age.
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In its Annual Report to the President published last month, the Council
pointed out that social security programs should be measured primarily
against what a strong economy can afford to do. Workers are more pro-
ductive when they live in the assurance of protection against foreseeable
hazards, rather than in dread of their incapacity to cope with them. Social
security programs also serve to cushion the effects of recessionary trends
whenever these may appear, because old-age payments constitute a steady
flow of income, and because unemployment insurance benefits and assistance
payments rise as other forms of income decline.

Unemployment insurance

Unemployment benefits are now replacing an average of only about 35
percent of the wage loss of covered workers, and the limitations on coverage
and duration greatly reduce their total effectiveness. In November 1949,
public unemployment benefits were being received by about two-thirds of
laid-off workers, and represented compensation for only 20 to 25 percent of
the Nation’s total wage loss due to unemployment. In some of the areas
with severe and long-continued unemployment, only about one-third of the
laid-off workers were receiving benefits at the end of 1949.

The need for strengthening the Federal-State unemployment insurance
system through the establishment of minimum Federal standards is urgent.
Benefits should replace at least 50 percent of the wage loss due to unemploy-
ment up to a maximum of $30 a week for single workers, with additional
amounts ranging up to a total of $42 for workers with three or more de-
pendents. Coverage should be expanded to include employers with one
or more employees; and benefits should be made payable for at least 26
weeks of unemployment. To guard against the danger that prolonged
unemployment may strain the solvency of the trust funds of individual
States, a Federal reinsurance system should be established. This would
assure that no State is forced into disproportionate taxation which would
further aggravate its economic problems.

Old-age, survivorship, and disability protection

The inadequacy of current systematic protection of the aged is set forth
vividly in this single contrast: the Old-Age and Survivors Insurance system
is now paying $26 a month to single workers and $41 to couples, at a time
when a minimum food bill alone for a retired couple is about $45 a month.
Furthermore, of 11.5 million persons in the country over 65 years of age,
only about 2.3 million are receiving public insurance benefits. Only 650,000
families are recipients of survivors’ insurance benefits, and no social in-
surance protection is provided for families whose wage earners are disabled
for reasons not connected with their employment.

The Old-Age and Survivors Insurance program should be enlarged to
approach universal coverage, and the benefit level should be raised enough
to permit the aged worker a real choice between retirement and continued
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work, and to provide widows and children and the disabled with a healthful
standard of living without dependence on public relief.

Employer-employee pension plans may serve as a legitimate private
supplementation to Government social insurance programs. Too great a
reliance on private plans, however, may interfere with desirable mobil-
ity of labor. Furthermore, private plans provide true protection only if
accrued and current pension liabilities are fully reflected in trust fund ac-
cumulations. Only public and nearly-universal social insurance programs
can be financed in a manner adjusted to the overall needs of the economy.
It is incumbent upon the Government to develop a sound and adequate
social insurance structure which, with continuing improvements as the
Nation’s productivity increases, can satisfy basic needs for individual
security.

Health insurance

The gap in social insurance resulting from our continued failure to pro-
vide a national system for the prepayment of the costs of medical care also
creates hardship in many cases and is responsible for the fact that millions of
Americans remain without adequate medical care. Health insurance, with
the same nearly-universal coverage as Old Age, Survivors, and Disability
Insurance would make an all-important contribution to the Nation’s health,
with resulting long-range benefits to productivity and income.

Public assistance

The inadequacies of the insurance system have thrown a disproportion-
ate load upon the relief agencies. Public assistance for the aged, the blind,
and dependent children on a means-test basis has outstripped social insur-
ance received as a matter of right, whether measured by level of benefits
or by number of recipients. In a large number of communities, however,
only inadequate public funds are available for the needy individuals who do
not fall into the special categories for which Federal aid is available. The
public-assistance program should be bolstered by the extension of Federal
grants-in-aid for needy families not now eligible under the Federal-State
program. In the allocation of the public assistance grants, the differing
financial abilities of the States should be taken into account.

Social security costs

The Council in its Annual Report to the President last month pointed
out the distortion which results when the future cost of old-age benefits
is measured against the current size of the economy. For whatever method
of financing may be employed, the fact remains that the goods and services
consumed by those who retire some decades hence will be provided by the
economy of that time and not by the economy of today.

The following table illustrates, for the next quarter century, the probable
growth of the total aged population and of the numbers eligible for and re-
ceiving retirement benefits under proposed legislation. The estimates are
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based on our belief that many aged individuals will not retire voluntarily in
an economy with abundant job opportunities. Accordingly, the number of
individuals receiving benefits is estimated to be well below the number
eligible under the insurance system.

TaBLe 17.—Estimated proportion of the aged population eligible for and receiving old-age
insurance benefits, 1950-1975

Population aged 65 years and over
Eligible for bene-
fits upon retire- | Retired and receiving benefits 1
Yesr ment of earner !
Total
(millions) P?Ec%nlt P?i"%“f P ¢
Number | L EOLBL | nrymper | Of PO ercen
pery aged pren aged of total
(millions) populla- (millions) popitla- | eligible
tion tion

11.5 3.5 30 2.0 17 57
12.9 6.9 53 4.1 32 59
14.4 9.0 62 5.9 41 66
15.8 11.1 70 7.7 49 69
17.2 13.0 76 9.5 55 73
18.7 14.9 80 11.2 60 75

1 Assumes prompt adoption of administration program and intermediate population and labor force
estimates.

Source: Federal Security Agency, Social Security Administration.

Under the broadened social insurance coverage illustrated above, and
with the benefit levels proposed by the President, ranging up to a family
maximum of 150 dollars a month, the total cost of old-age insurance would
approach 8% billion dollars 25 years from now. Existing and presently
proposed programs of insurance for survivors, the disabled and the un-
employed, and for the payment of the costs of medical care, together
with the public assistance programs of the Federal, State, and local gov-
ernments, might require an additional 14 to 16 billion dollars in benefit
payments. Thus the total costs of all presently recommended programs
in the fields of social insurance and public assistance, including the costs
of State and local governments, might range up to 25 billion dollars a
quarter of a century from now, or 20 billion dollars above the current level.

This is a very large figure. It should be viewed, however, in the light of
the total national income and production which would flow from a growing
economy. The rate of growth which would result from fairly constant
maximum production and employment would mean a total national output
of 500 to 600 billion dollars 25 years from now, or in the range of 300
billion dollars above the present level. The prospective increase of 20
billion dollars in social welfare costs would thus represent less than 7 percent
of the total increase in national output. This would be only a moderate
proportion of its increasing income for a prosperous democracy to devote to
the aid of those least able to protect themselves against economic risks. Fur-
thermore, these costs should not be regarded as entirely new costs. Much
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of the expenditure would occur in the complete absence of social security,
but its burden would then be distributed unevenly among relatives, friends,
medical practitioners, and creditors.

IntERNATIONAL Economic PoLicies

For some time, the broad long-range purpose of American international
economic policies has been to expand international trade and investment,
and thus to contribute to our own economic well-being and to peace and
freedom throughout the world. The immediate postwar situation, which
has forced us to adopt extraordinary programs of foreign grants, should
not divert us from this long-range purpose. Expanding trade and invest-
ment between the United States and other countries will aid world political
stability and reduce the need for extraordinary grants. The problem is
no longer a long-range one of moving gradually toward a purely economic
goal. Itis an urgent problem of both security and economics.

The problem arises from the intensity of foreign demand for our goods
and services, which since the war has vastly exceeded what foreign coun-
tries could finance by selling goods and services to us or by attracting private
United States capital. The surplus of our exports over our imports of
goods and services in the four postwar years 1946—49 has totaled 31 billion
dollars, and even this amount was inadequate to meet foreign needs. This
excess demand for American goods has been general, and by no means con-
fined to Europe. As appendix table C-36 shows, about half of our export
surplus in the postwar period has been with countries other than those of
Western Europe and their dependencies. In 1949, dollar deficits were a
world problem.

Two years ago, difficulties created by the war were regarded as at the root
of the payments problem. Although it was recognized that many specific
factors were involved, some of which would be permanent, it was obvious
that the immediate necessity was to expand production in foreign coun-
tries above prewar levels and to eliminate their internal inflationary pres-
sures and the overvaluation of their currencies. Great progress has been
made along these lines, but further steps are now necessary if the European
countries are to become self-supporting at satisfactory standards of living,
thus eliminating the need for further large extraordinary aid from the
United States.

The dollar problem

The problem of overcoming the shortage of dollars with which to pay
for American goods must be attacked from several directions.

One method is to increase our total imports of goods and services, and
total Western European exports. This was one of the principal objectives
of the devaluation of the British pound sterling in September 1949, which
was followed by devaluation of many other currencies. It is too early to
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determine the effects of these devaluations, but certainly they alone will
not provide an expansion of world trade sufficient to overcome the dollar
shortage.

We, as well as others, have barriers to imports which we have the power
to remove or reduce. With the maintenance of vigorous domestic demand,
the value of our imports could be substantially increased in the coming
years with benefit to our standards of living and without injury to domestic
industries. Despite recent tariff reductions, imports are still hampered by
tariffs which may safely be reduced by reciprocal trade agreements nego-
tiated in the conferences to begin next September. Burdensome customs
procedures should be modified. Other legislative restrictions upon imports
of goods and services should be limited or eliminated as far as practicable,
except to the extent that they are required for our national security or
other domestic objectives; and they should be made consistent with the
proposed charter for the International Trade Organization. This charter,
which provides a code of rules and a mechanism for dealing with interna-
tional trade problems, has been negotiated and placed before the Congress
for approval.

Important though these measures are, a solution which placed the entire
burden upon increasing American imports between now and the end of
the European Recovery Program would not be desirable from the point of
view of foreign or domestic policy, even if it were feasible. The cutting
off of our present net contribution to the resources of foreign countries, by
eliminating our export surplus in less than 3 years, would mean severe
limitations on their domestic development or living standards. Both alter-
natives would involve serious dangers of political instability in many parts
of the world which would be harmful to our national security. In this
country, so sharp a rise of imports within a few years might create difficul-
ties for particular industries, and also have some generally unfavorable
economic effects.

Nor should the solution be sought in a drastic reduction of American
exports. This would be disastrous for many foreign countries throughout
the world if it occurred before their requirements could be supplied from
other sources. It would also have a serious effect upon the markets for
many United States products, and would aggravate our problem of agri-
cultural surpluses. In the fiscal year 1948-49, we exported to Europe 21
percent of our total raw cotton production, 21 percent of our leaf-tobacco
production, and 26 percent of our total wheat and wheat-flour production.

The Point Four Program

In January 1949, the President proposed what has become known
as the Point Four Program to assist the underdeveloped areas of
the world in raising their standards of living and creating an en-
vironment favorable to the maintenance and development of freedom
and democracy. The expanded flow of capital under the Point Four
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Program would create new international markets. A substantial flow of
dollars, which the underdeveloped countries could spend where they choose,
would provide the countries of Western Europe with the opportunity of
finding new outlets for the export of capital goods and other products by
an expansion of total world markets, rather than by a self-defeating struggle
for present limited markets. Thus, the export of capital under the Point
Four Program, which is a basic element in our foreign policy, would con-
tribute greatly to the supply of dollars needed by foreign countries to
purchase essential supplies in the United States.

The Point Four Program proposes, in the first instance, to furnish technical
assistance and to expedite the flow of capital to the countries which have
made little progress in development. Legislation to provide technical assist-
ance, and to provide guaranties to private capital against risks peculiar to
foreign investment, has been recommended and is under consideration by
the Congress. The investment of private capital is being encouraged
through the negotiation of treaties to assure private capital against dis-
criminatory treatment. It is also desirable to revise certain provisions of
the tax laws dealing with the taxation of income from foreign investment.

The present volume of requests for soundly based loans from the Inter-
national Bank for Reconstruction and Development and the Export-Import
Bank has been limited, because development plans of many underdeveloped
countries have not been translated into sufficiently concrete projects. The
United States should provide positive assistance to the underdeveloped coun-
tries in formulating such projects, through its technical assistance programs
and through its support of those of the United Nations. At a later time,
it may be necessary to increase the lending authority of the Export-Import
Bank so that it can increase substantially its guaranty and direct lending
activities.

In the underdeveloped countries, there is an enormous potential demand
for the products of Western Europe and of the United States which will
become active as their resources are more efficiently used and the standards
of living of their people raised. It is the purpose of the Point Four Pro-
gram to activate these powers of economic growth. In doing so, it will also
expand the opportunities for world trade. Here lies the opportunity for the
countries of Western Europe to escape from the limitations of existing world
markets in which they are now confined, and within which they find little
room for adjustment. Our own policies under the Point Four Program,
and the business policies of Western Europe, should be directed to permit
them to participate in this expansion of world trade. They will then
find an outlet for their increasing production, and will begin to create a new
source of dollars to support their purchases in the United States.
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The Nation’s Economic Budget

The Nation’s Economic Budget is designed to give a synoptic picture ot
the economy. It shows the magnitudes of income and expenditure of major
economic groups, net additions and absorption of saving by these groups, and
the gross national income and product.  Statistics for the Nation’s Economic
Budget are drawn from various sources and are made as comparable as
possible. Statistics relating to the private sectors of the economy are based
on the “National income and product” accounts of the Department of Com-
merce,! while the Government account is based mainly on “Cash receipts
from the public” and “Cash payments to the public” as compiled by the
Bureau of the Budget.?

The gross national product or income includes all those receipts or pay-
ments arising from current production. Other types of receipts or payments
represent transfers of claims, using the term in the broadest sense. For exam-
ple, the Government transfers purchasing power to the recipients of veterans’
pensions. Such payments have an important bearing both on Government
outlays and on the spending and saving of individuals. In order to portray
the role of Government payments in the economy, it was necessary in the
Nation’s Economic Budget to include the main flows of transfer payments
in addition to the flows associated with current production. To indicate the
distinction, the former are in italics and the latter in roman type. Obviously,
only the latter may be totaled to arrive at the gross national product.

Referring to table A-1, Government expenditures for goods and services
are shown in line 15, and all other Government cash payments in line 16
(italics). The receipts of transfers to individuals and Government interest
are shown in line 2, and included in consumer disposable income. Govern-
ment cash loans to the “rest of the world” have also been entered as a
receipt in the international account (line 9) because they increase the
purchasing power of the “rest of the world.” For various reasons, in-
dicated later, unilateral transfers to foreign countries (gifts, etc.) are

1 Estimates of national income and product and related series are published in the July
1949 Survey of Current Business, Department of Commerce.

2 Federal cash receipts from the public and payments to the public represent a consolida-
tion of the United States budget with the government trust and ecorporation accounts.
All intragovernmental and noncash transactions have been eliminated. A detailed explana-
tion of this consolidation may be found in the Budget of the United States Government
for the fiscal year 1950, p. 1875. A summary of the derivation of cash receipts and pay-

ments from budgetary receipts and expenditures for calendar year 1948 was presented in the
Annual Review of the Council of Economic Advisers, January 1949, pp. 89 and 90.
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TasLe A-1.—The Nation’s Economic Budget, calendar years 1948 and 7949
[Billions of dollars, annual rates, seasonally adjusted]

1948 1949, first half 1949, second half 1
E i Exce_sstot Exceisstof Exoeisstof
conomic group Expend- | receipts Expend- | receipts Expend- | Feceipts
Receipts | o0 yor | Receipts | “XP +) or | Receipts (+) or
D itures d?ﬂc)it P itures d?ﬁciit ftures d?ﬁcit

1.

11.

12,
13.

14

16.

17,
18.

19.
20.

21,

. Excess of receipts () or investment (—)

. Purchases of goods and services

CONSUMERS

Disposable income relating to current production. . ... oo oo
Government transfers to individuals and net interest payments.

Disposable personal income
Expenditures for goods and services
Personal savings (+)

BUSINESS

Retained business receipts from current production.
Gross private domestic investment

INTERNATIONAL

. Government loan transfers abroad... . ...

Net foreign investment.... ...
Excess of receipts () or investment (—)

GOVERNMENT (Federal, State, and local)

Tax payments or Mabilities. .. .. ciiiamann
Adjustment to cash basis_ ._______ e

Cash receipts from the public. . _ i ieeeo.

Qovernment transfers. ...

Cash payments to the public. o liel__
Excess of receipts () or payments (—) .. ciaee__

ADJUSTMENTS

For receipts relating to gross national produet... ... ool
Other adiusStments ... e

Total: Gross national product .o oo el

—4 | —.4 =12 e —-1.2 —3.2 |eemmeaee —3.2
______________________________ —1.6 |- —~1.6 Lo ] C +.1
262.4 262. 4 0 261.6 261.6 0 255.9 255.9 0

1 Estimates based on incomplete data. See Part I, table 12 for 1945 totals.

Note.—Items relating to current production of goods and services are shown in roman type. Transfer payments and receipts and subtotals including them are in italics; they
are not included in the gross national produet.

Detail will not necessarily add to totals because of rounding.

Source: Based on data from the Department of Commerce and Bureau of the Budget



excluded from this category; they are considered as a direct goods and
service expenditure of either consumers or Government and do not appear
at all in the international account.

In order to show the equivalence of income derived from current pro-
duction with gross national product or expenditure, some adjustments
must be made. For example, “subsidies, less the surplus on current account
of Government enterprises” is included in national income, but not in
the gross national product. A deduction from income is therefore neces-
sary. This adjustment, plus the statistical discrepancy (i. e., the difference
between largely independent estimates of income and product) is shown
in line 19. Remaining Government payments not included anywhere
in receipts (e. g., net loans to business, purchases of existing assets, etc.®)
were netted against adjustments on the receipts side of the account, line 20.

Adjustments are required in receipts because of a lack of comparability
in the method of estimating Government and private receipts. Discrep-
ancies arise from the fact that in calculating consumers’ disposable income,
for example, or corporate income after taxes, taxes were reckoned on a
liability basis whereas actual collections by the Government enter into the
Government account. Government tax receipts lag behind liabilities; in
the case of corporations the lag is as much as a year. The identity of
income and expenditure is thus destroyed by the different bases of the tax
estimates, unless an adjusting item is introduced.

The magnitude and nature of the adjustments required to go from the
income and product basis of accounting to cash receipts and payments is
shown in table A-5, the Government account. Some remarks on this account
follow the discussion of the composition of the private sectors of the economy
below.

Consumer account

Table A-2 shows personal income and its principal components, personal
taxes, and a break-down of expenditures by important classifications. Con-
sumer income includes the net profits of unincorporated businesses after
adjustment for inventory valuation and farm proprietors’ income. Expendi-
tures for new dwellings are considered as a business investment but other
durable goods purchases are included in consumption expenditure. Per-
sonal saving is a residual figure derived by deducting consumption expendi-
tures from disposable income.

3 However, one very large category of loans, crop-secured loans, ig included fn Govern-

ment expenditures for goods and services. Such loans are included in farm income at the
time they are made.
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TABLE A-2.—Consumer account, calendar years 1948 and 7949

[Billions of dollars, annual rates, seasonally adjusted]

1949
Receipts or expenditures 1948 R S 4
Firs! eCOT
Totalt | haif half!

Personal income arising from current production of goods and
FE12 7 S 196.9 195.8 197.3 194.3
Wage and salary receipts and other labor income. 135.1 136. 8 136.9 136.7
Proprietors’ and rental income 49.5 45.7 47.2 4.2
Dividends and private interest 1.7 12,7 12.6 12.8
Business transfer payments_ ... .6 .6 .6 .6
Plus: Net interest paid by Governmen 4.4 4.6 4.6 4.6
Government transfer payments to individual 10.5 11.4 11.3 11.4
Equals: Total personal income.__ . ... oo 211.9 211.7 213.1 210.3
Less: Personal tax and nontax payments . 21.1 18.8 18.8 18.8
Equals: Disposable personal incomo. ... oo 190.8 192.9 194. 4 191.5
Less: Consumer expenditures_._ ..o .._ooooooo ... 178.8 178.5 178.8 178.2
Durable goods. - .o ccaacann—an 23.5 24.8 23.4 26.2
Nondurable goods. 102.2 97.7 99.7 95.8
Serviees . o e 53.1 56.0 55.6 56. 4
Equals: Personal saving. . iiiian 12,0 14. 4 15.6 13.2

Addendum

Personal income arising from current production_.__.______. 196.9 195.8 197.3 194.3
Less: Personal tax and nontax payments 21.1 18.8 18.8 18.8
Equals: Disposable income arising from current productmn.. 175.8 177.0 178.5 175. 5

1 Estimates based on incomplete data.
Note.—Detzil will not necessarily add to totals because of rounding.

Business account

Business income includes undistributed corporate profits after adjustment
for inventory valuation, plus capital consumption allowances on corporate
and noncorporate capital, including residences.  Gross investment includes
noncorporate and corporate investment, including residential construction.

Profits are included after inventory valuation adjustment in business
receipts in accordance with the national income and product basis of
accounting. The gross national cutput or product for any period includes
only the real change in inventories (net change in physical volume valued
at current prices) rather than the change in the book value. (In table A-2,
proprietors’ income is shown after inventory valuation adjustment.)
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TABLE A~3.—Business account, calendar years 1948 and 1949
[Billions of dollars, annual rates, seasonally adjusted]

1949
Receipts or investment 1948

Total 1 First | Second

half halft
Corporate profits before tax_ . 34.8 27.6 27.9 27.2
Less: Corporate profits tax Yabilities....o ..o oo 13.6 10.9 11,0 10.7
Dividends.. e ooccooo 7.9 8.4 8.4 8.4
Equals: Corporate undivided profits 13.2 8.3 8.4 8.2
Plus: Capital consumption allowances. . ..o oooooooooo__. 15.7 16.6 16.4 16.8
Corporate inventory valuation adjustment 2 —2.2 2.7 3.4 2.0
Equals: Retained business receipts from current production. 26.8 27.6 28.3 27.0
Less: Private domestic gross investment__ 45.0 36.8 38.5 35.0
Construetion._ ... .__ 17.9 17.2 16.6 17.8
Residential (nonfar: 9.1 8.8 8.0 9.4
Nonresidential 8.8 8.5 8.7 8.4
Producers’ durable eqmpment .......... 20.7 20.0 20.8 19.2
Change in inventories........ 6.5 ~.4 1.1 -2.0
Nonfarmonly. . ..ooooceoooooo_____ 5.1 ~1.0 0.1 —2.0
Equals: Excess of receipts () or investment (—) .o _..o.co_...- —18.2 —9.2 —10,2 -8.0

i Estimates based on incomplete data. Profits by the Council of Economic Advisers. .

2 This adjustment is required because corporate income is reckoned inclusive of changes in the book
value of inventory, as is customary in business accounting, whereas only the value of the real change in
inventories is counted as current output in the gross national product.

Nore.—Detail will not necessarily add to totals because of rounding.

International account

In the international account, United States Government net cash long-
term loans abroad and cash subscriptions to the International Monetary
Fund or International Bank for Reconstruction and Development are in-
cluded as a receipt of the “rest of the world.” Investment consists of the
net balance of payments on current account (or net foreign investment),
which excludes that part of the export surplus financed by net United States
gifts, public or private. Thus exports financed under European Recovery
Program grants or other unilateral aid programs or by private remittances
are not represented in the international account. They are included as a
direct public or consumer expenditure for goods and services. The excess
of receipts or investment (line 11, table A~1) thus shows that part of the
surplus of exports of goods and services not financed through public or
private gifts or by Government cash loans or subscriptions.

From many points of view this treatment is unsatisfactory. It would
perhaps have been preferable, in view of the fact that there is more interest
in the volume of real exports than in the net balance of payments on current
account, to show the entire surplus of exports of goods and services as
investment, and the entire means of finance made available by the United
States Government and private remittances as a receipt. In this case, net
United States grants and private gifts would be deducted from Gov-
ernment expenditures for goods and services and consumer expenditures,
respectively.

Receipts from Government sales abroad are included in net foreign
investment at the time of sale, although commodities transferred have
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already been recorded in the output of current or preceding periods. In
order to avoid overstating current gross national product, a compensating
deduction is made in current Government expenditures for goods and
services at the time a receipt from sales abroad is recorded in the balance
of payments. (See footnote 5, table A-5.)

Table A—4 shows the derivation of net foreign investment from the export
surplus; the estimates of net unilateral transfers are from official balance
of payment statistics published by the Department of Commerce; loans and
subscriptions are on a Daily Treasury Statement or cash payments basis.
Thus, “Payments to the International Monetary Fund and International
Bank” represent the cash payment to these organizations by the United
States on subscriptions.

Tables A-7 and A-8 give a more comprehensive picture of the expendi-
tures of the United States Government relating to international affairs
broadly conceived. Table A-7 breaks down all Federal cash payments
according to major governmental function. The “International affairs
and finance” function includes cash disbursements for foreign aid, including
grants whether rendered in cash or in goods, and long and short-term loans;
expenses connected with the administration of such programs; subscriptions
to the International Bank and the International Monetary Fund; member-
ship in other international organizations such as the United Nations, Food
and Agriculture Organization, et al., State Department expenditures, etc.
It is to be noted, however, that substantial amounts of credit have been
extended foreign countries not involving current outlays of cash, e. g.,
surplus property and lend-lease pipe-line credits.

TaBLE A—4.—Iniernational account, calendar years 1948 and 1949

[Billions of dollars, annual rates]}

1949
Receipts or investment 1948 First s a
s eCOT!
Totalt | Yot | “haltt
Receipts:
Net long-term Joans 2 i 1.0 0.5 0.8 0.2
Payments to the International Monetary Fund and Inter-
national Bank 3 ____ . s .4 .2 .1 .2
Total Government Joan transfers abroad_._......._.._. 1.3 .7 .9 .4
Investment:
Surplus of exports of goods and serviees.. ... .. ..._._.._._. 6.3 58 7.3 4.2
Less: Net unilateral transfers
Government ¢ R e ————— 3.8 5.2 5.6 5.0
Private . e icimccaes .6 .6 .6 .5
Equals: Net foreign investment_.__. . ___.___.. LY | 1.2 -1.2
Excess of receipts (4) or investment (=)o .. ... -.6 +.7 -3 +1.6

t Estimates based on incomplete data.

2 Includes only cash withdrawals under loan agreements. Does not include noncash transactions such as
lend-lease and surplus property credits.

3 Cash payments on subscriptions. X

4 Doos not agree with unilateral aid included in table A-8 which is on a Daily Treasury Statement basis.

Nore.—Detail will not necessarily add to totals because of rounding.
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Government account

The Government account reconciles cash receipts from and payments to
the public with the Government revenue and expenditure estimates which
have been incorporated in the national income and product accounts. It
also provides a break-down of Government receipts and expenditures into
Federal and State and local components.

In the cash payments series, the receipts of the Government corporations
have been offset against the expenditures and only the net expenditure
has been included. The same treatment is accorded the Post Office because
of the quasi-commercial character of its operations. Ideally, Government
corporations expenditures should be broken down into strictly administrative
and quasi-commercial functions and only the latter included on a net basis.
So far, this has not been feasible, due to the complexity of the operations
of the corporations.

Grants-in-aid to State and local governments are included as a cash
payment of the Federal Government and are not counted as either a cash
receipt or payment of the States and localities.

The major revenue sources of the Federal Government are shown in
table A-6, Cash receipts from the public other than borrowing. Expendi-
tures according to major governmental function are shown in table A-7,
Cash payments to the public. Table A-8, Federal cash payments to the
public by type of recipient and transaction appears for the first time in its
present form in this report. It differs from the table, Federal cash payments
to the public by type of recipient, which has appeared in previous reports, in
containing some additional detail and some rearrangement of the data.

Both changes are intended to facilitate the assessment of the economic
impacts of Government programs. The basic purpose governing the major
groupings of the new table has been to distinguish between those Govern-
ment programs which, on the one hand, represent a direct allocation of
resources by decision of the Federal Government; and those under which
this allocation depends in part or in whole on the decisions of individuals,
business, and agriculture, or of foreign governments. The volume and
character of defense expenditures, for example, and hence their impact on
industry and the labor force, are directly determined by the Federal Gov-
ernment. By way of contrast, while the Government determines the
amount of old-age or disability pensions, it has no control over the way in
which they are spent, or, indeed, over whether they are spent at all. Hence
the economic impact of pensions depends in large part on the decisions of
those who receive them.

Direct cash payments for goods and services: This category includes: (a)
wages and salaries of Federal personnel, including military pay; (b)
grants-in-aid to State and local governments for performance of specified
services in such fields as public health, education, administration of employ-
ment offices, and unemployment compensation, etc.; (¢) purchases of goods
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and services from business, embracing such fields as defense and housekeep-
ing purchases, and contract construction on Federal public works; (d)
grants-in-aid and loans to State and local governments for public works;
and (e¢) purchases of goods and services from abroad, of which stock-piling
purchases are the most important component, and payment of membership
fees in international institutions.

The general concept underlying this category is similar to the national
income concept of “Government purchases of goods and services” but there
are major differences. Two large items, farm price support expenditures
and unilateral aid to foreign countries, which are included in the latter, are
placed elsewhere in table A-8 on the ground that neither represents a direct
allocation of resources by decision of the Federal Government, which is
what the present category is intended to show. The acquisition of com-
modities by the Federal Government in the course of farm price-support
operations is an incidental result of a program whose main purposes are
to support farm income at equitable levels, and to provide incentives to
individual farmers to change their farm operations in directions needed
for agricultural readjustment. The character of commodities purchased
in the United States by foreign governments with the help of unilateral aid
programs is largely determined by the cconomic needs of the countries
concerned. Grants to States and localities for public works, here included
as a Federal expenditure, would be included in the national income
accounts as a State-local expenditure. There are other less significant
differences between the two concepts.

Loans, transfer and interest payments to individuals: The title of this
category is almost self-explanatory. In addition to direct Federal payments
to individuals, including social insurance and veterans’ benefits, it includes
Federal grants-in-aid to State and local governments for payment to indi-
viduals under public assistance programs.

Loans, transfer, interest and incentive payments to business and agricul-
ture: This category includes: (a) the net result of farm price-support opera-
tions, whether involving a net acquisition of commodities by the Federal
Government or a net acquisition of price-support loans from private banks;
(b) loans and direct subsidies to farmers; (¢) loans to, or purchases of mort-
gages or other claims from, private business firms and financial institutions;
(d) interest payments thereto; and (¢) the subsidy arising from the postal
deficit, of which business firms are the chief beneficiaries.

Loans and transfer payments to foreign countries and international insti-
tutions: This category includes all direct foreign aid programs of the United
States Government, whether the aid takes the form of loans or of grants, as
well as cash payments on subscriptions of the United States Government to
such international institutions as the International Monetary Fund, the
International Bank for Reconstruction and Development, and the Inter-
national Refugee Organization. Payments for stock-piling purchases
abroad, for the costs incurred abroad of American embassies and other mis-
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sions, and for participation in the continuing activities of international
organizations are included under “Direct payment for goods and services.”

The special analysis of investment, operating and other budget expendi-
tures: The Budget document for fiscal 1951 (part III) contains for the
first time a “Special analysis of investment, operating, and other budget
expenditures.” This analysis segregates expenditures which are recover-
able or which represent the acquisition of assets which will give returns in
future years from other expenditures.

TABLE A-5.—Government account (Federal, State, and local), calendar years 1948 and 7949
{Billions of dollars, annual rates, seasonally adjusted]

1949
Receipt or expenditure 1948 q R
eCon:
Total ! | First half Balf 1
Receipts:
Tax and nontax payments or liabilities: 3
Federal... ... e dmcmememmm— i —an— 44.6 39.5 39%.4 39.6
Stateand local. . o cioiiaiaoo 15.6 16.8 16.6 17.0
Total. .. emcmenascme—eee——— 60.2 56.3 56.0 56.6
Adjustment to cash basis:
Noncash recelpts 8. .. oo cmaae -1.2 —1.8 -1.7 ~1.9
Excess of cash receipts over tax liabilities or payments 4. .9 3.0 3.3} - 2.8
Cash receipts from the publie__.____._________________.__._ 59.9 57.5 57.6 57.5
Expenditures:
Purchases of goods and services:
Federal & el - 20.9 25.6 25.7 25.6
State and doeal. . o eeae 15.8 17.8 17.4 18.2
L2 07 2. RN 36.7 43.5 43.2 43.8
Other Qovernment Fayments:
Transfers to individuals_ ... ... 10.5 11.4 11.3 1.4
Cash interest payments to the public®. ______________.__ 4.2 4.4 4.2 4.5
Loans to foreign governments and subseriptions to the
International Bank and International Monetary
Fund T L3 .6 .9 .4
.8 .4 1.1
17.1 16.8 17.4
Cash payments to the public_ .. ... 52.7 60.6 59.9 61.2
Cash surplus () or defleit (—) .. o .. +7.2 -3.0 -2.3 -3.7
Addendum
Federal: .
Cash receipts. - oo oo 44.9 41.4 41.7 41.2
Cash payments. ... oo 36.9 43.1 42.7 43.5
Surplus (4) ordefielt (). o oo es +8.6 -1.7 -1.0 -~2.3
State and loeal:
Cash receipts. . R 15.0 16.1 15.9 16.3
Cash payments_ .. s 15.8 17.5 17.2 17.7
Surplus (+) or deficit (=) _....... - -.8 —1.4 —-1.3 ~1.4

! Estimates based on incomplete data.

? Personal and indirect business tax payments, corporation tax liabilities and contributions for social in-
surance.

3 Consists of deductions from Government employees’ salaries for retirement funds, and Government
contributions to retirement funds, National Service Life Insurance and Government life insurance funds.

4 Includes excess of corporation tax receipts over liabilities and excess of personal tax receipts over pay-
ments. Cash receipts also include some items of miscellaneous internal revenue not included in tax and
nontax payments, such as receipts from sales of surplus property.

8 Government sales of $600 million in 1948 and $300 million in each half of 1949 have been deducted from
gross expenditures. .

8 Does not agree with net interest paid by Government (table A-2) which is on an accrual basis.

7 See table A-4, International account.

8 Inciudes all other cash payments less noncash payments for goods and services. Other cash payments
Include net payments by Government corporations (except capital formation), net prepayments, and the
excess of checks paid over checks issued. Noneash purchases of goods and services inclide deductions from
Government employees’ selaries for retirement funds and the Government contribution to such funds,

NorE.—~Detail will not necessarily add to totals because of rounding,

136



TaBLE A~6.—Federal cash receipts from the public other than borrowing, calendar years 1948 and
7949

{Billions of dollars, annual rates, seasonally adjusted]

1949
Cash receipts from 1948 Pirst s d

irs econ

Total! | ‘pait | halt
Direct taxzes on individuals 2 - 20.9 18. 4 18.7 18.2
Direct taxes on corporations. - 11.1 12.0 12.0 12.0
Employment taxes.. . 25 2.5 2.6 2.5
Excises and customs. _ - 7.9 8.0 7.9 8.0
Surplus property receipts. _. - 1.2 .5 W7 .3
Deposits by States, unemplo; - 1.0 1.0 .9 1.1
Veterans’ life insurance premiums. ._ - .4 .4 .4 .4
Other. .. oo 2.1 14 1.4 1.4
Refunds of receipts. -2.2 —-2.8 -~2.8 —2.8
Total Federal cash receipts from the public. ... oo ... 4.9 41. 4 417 41.2

1 Estimates based on incomplete data.
2 Includes personal income taxes and estate and gift taxes.

Note.—Detail will not necessarily add to totals because of rounding.

TaBLe A~T7.—Federal cash payments to the public by function, calendar years 1948 and 7949

[Billions of dollars, annual rates, seasonally adjusted]

)
1949
Function 1948 First g d
irs econ

Totalt | oi halft
National defense. . ..o eiicaiaaaes 112 12.9 12.9 12.9
International affairs and finance. 5.7 6.8 7.3 6.2
Veterans’ services and benefits._ 6.8 7.0 7.2 6.9
Social welfare, health, and security.. 2.3 2.7 2.5 2.9
Housing and community development .3 .4 &) .8
Agriculture and agricultural resources. 1.4 2.8 2.8 2.8
Interest on the public debt ... 3.9 4.1 4.0 4,2
OB e e 5.7 7.0 6.6 7.4
Deduction from Federal employees’ salaries for retirement..__.._. -.3 -4 —-.3 —.4
Clearing account for outstanding checks and telegraphie reports. -.2 —.3 -2 —.4
Total Federal cash payments to the publie...._.._.. ... 36.9 43.1 427 43.5

1 Estimates based on incomplete data.
2 Less than $50 million.

NotE.—Detail will not necessarily add to totals because of rounding
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TABLE A-8.—Federal cask payments to the public by iype of recipient and iransaction, calendar
_years 1948 and 1949

[Billions of dollars)
Payment 1948 191
Direct cash payments for goods and services:
Payments te individuals for services rendered:
BT 801 oL O 3.5 3.9
Civilian wages and salaries (excluding Post Office): $
EfOTISE - - - e o e e e s 2.4 2.5
Other Federal. .. . - 2.1 2.2
Grants and loans in aid for performance of specified services, net 4. __.___ .4 .4
DObal L e 8.4 9.0
Payments to business for goods and services:
Public works:
O OIS - - - e e .2 .2
Other Federal o .8 1.2
Grants-in-aid and loans for public works & .8 .9
Other goods and services:
Defense. .. 4.3 5.7
Civilian 6. 1.7 .0
Payments to foreig! .9 1.1
B 7 oSO 8.7 10.1
T.oans and transfer payments to individuals:
Social insurance and public assistance:

Federal employees’ retirement benefit payments. ... ... .2 .2
Old-age and disability benefit paym ents _._.__ 8 1.0
Unemployment insurance benefit payments. .9 1.9
Grants-in-aid for public assistance._ ... . .o .. ... __ .8 1.0

Readjustment benefits, pensions, and other payments to veterans 7 5.7 5.4
Loans to home owners, net —.1 -1
Interest 8 e ccicmcccccceas L1 1.3
Other.............. .4 .4
0] U RPN 9.8 L1
Loans, investments, subsidies, and other transfers to business and agriculture:
Farmers:

Price support, net (including supply Programs) .- .- cceceoccvmccmcccccaann .4 1.8

International wheat agreement._ . i ®)
Other loans and direct subsidies to farmers. .. _____________..__ 7 .6

Business:

Home mortgage purchases from financial institutions .7
Loans, net ® .1

Direct subsidy payments. O] Q)]
Subsidy arising from postal defieit - aoaao 4 N
Interest B e 2.9 2.8
0 7 RO 4.6 6.5

Loans and trensfer payments to foreign countries and international institutions:

FEuropean Recovery Program loans and grants. N 1.8 4.3
QOther loans (net withdrawals)._._........__.._ .5 .1
Other grants. ... oo 2.8 19
Subscriptions to the International Bank and Monetary Fund .4 2
4] 7 VO R RSO 5.5 6.5
Clearing account and adjustment to Daily Treasury Statement. .. . ________.. -2 -3
Total Federal cash payments to the publice c oo e oo eao 36.9 43.1

1 Based on incomplete data.

2 Excludes terminal-leave pay and food and clothing allowances which are primarily paid in kind. In-
cludes family allowances and reserve pay.

3 Bxcludes pay-roll deductions for Federal employees’ retirement and Post Office wages and salaries.

+ Includes all grants-in-aid and loans to public bodies for purposes other than public works and public
assistance.

8 Includes Rural Electrification Administration loans for public works which are not made to State and
local governments but primarily to private cooperatives,

8 Equols the excess of total cash payments to the public over all items shown separately. Includes pri-
marilyipurchases of goods and services.

7 Includes cashing of terminal-leave bonds, mustering-out pay, and National Service Life Insurance and
Government life insurance refunds and benefits in addition to veterans’ readjustment benefits and
pensions.

8 Includes a small amount of interest on tax refunds in addition to interest on the public debt. Interest
figures in this table are not comparable with those in table A-2 which are on an accrual basis. Includes
about $100 million of interest payments to State and local governments in both years,

? Less than $50 million,

1 Cash withdrawals.

Note.—Detail does not necessarily add to totals because of rounding.
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Statistical Tables Relating to the Distribution

of Income and Personal Saving

TaBLE B-1.—Distribution of families and single persons not in families, by income level, 7948

Percent of all families and

single persons
Income size classest
Unadjusted Adjusted
distribution { distribution
Under $1,000_ . -t e e e 17. 4 9.8
$1,000 to $2,000.. 16.0 16.7
$2,000 to $3,000_. 19.6 16.3
$3,000 to $4,000._ 18.4 17.7
$4,000 to $5,000.. 11.1 13.6
$5,000 to $10,000. B 15.1 21.2
$10,000 and OVer o - . o e e e 2.4 4.7
All iNCOMe GrOUPS - - - . o e cm e ccm e m am e 100.0 100.0
Median inCOIRe. oo e cm e —— e $2,840 $3,420

1 Income includes money income of the civilian noninstitutional population.
Sources: Department of Commerce, Bureau of the Census, (unadjusted distribution) and Council of

Economic Advisers (adjusted distribution).

The unadjusted income distribution compiled by the Bureau of the
Census comprises the results of a sample survey of about 25,000 families
made in April 1949, but covering incomes for the year 1948. The results
of this survey will be published in full in the Current Population Reports
of the Bureau of the Census.

An estimate of the total money income of the civilian population can be
derived from the statistics of national income for each year. For any year,
this estimate of income will be in excess of that yielded by a sample survey
of income, since some income always fails to be reported by persons inter-
viewed. The degree of under-reporting varies according to the income
source, wages and salaries being more completely reported than entrepre-
neurial or other types of income.

In 1948, the degree of under-reporting of income in the Census survey,
as indicated by comparison with an estimate derived from the national in-
come aggregate, was sufficient to justify making a statistical adjustment to
distribute the unreported income by income levels. Separate adjustments
were therefore made in the three types of income for which separate esti-
mates of income coverage in the survey were available: wages and salaries,
net entrepreneurial income, and “all other” income, raising each of these
to the appropriate aggregate for that source. The effect of this adjustment
was to raise incomes somewhat all along the income scale; however, the
percentage increases in the lower and upper segments of the distribution
were somewhat greater than in the middle-income groups.
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The family, as defined in these distributions, includes two or more related
persons living in one dwelling. Single persons living alone are also included
in the distributions. It should be noted that the family differs from the
“spending unit,” the unit of measurement used in tables B—4 through
B-9. The spending unit consists of related persons living together who
pool their income for major items of expense. A family may include
more than one spending unit; for example, a young couple dwelling with
parents may manage their finances separately from the parents. Since there
are more spending units than families, the average income is lower.

The distribution of income by fifths of families and single persons ranked
by size of income, shown in the table appearing on page 97 of the text of
this report, is consistent with the distribution of families and single persons
by income levels shown above. For information concerning the quintile
distributions for 1941 and 1935-36 appearing in the text, see the Economic
Report of the President, January 1949, appendix B.

TABLE B-2.—Sources and uses of personal funds, 1939 and 1946—48 1
[Billions of dollars)
USE OF FUNDS

Use or souzce 1939 1946 1947 1948

!

Personal consumption expenditures and taxes._._.._._.__._____. 69.9 | 166.6 | 188.5 199.9

Durable commodities. .. ... ... ... 6.7 16.5 22,0 23.5
Nondurable commodities. X X 3 .
Services.._......_. .|l 25.5 4.5 48.8 53.1
Personal taXes._ . .. cimiccemacens 2.4 18.8 21.5 1.1

Other nonfinaneial WSes ..o« « o oeeaee. 5.0 123 152 20,6

Purchases of 1-4 family nenfarm dwellings..____._________.___ 2.9 4.1 6.2 8.0

New construction by nonprofit organizations._.._.._._.___._. .2 .4 .5 .9

Niew construction and producers’ durable equipment expend-
tures:

me 1 HIOR &

Qther unincorporated businesses 2. ________._..____._.
Additions to inventories (net) 1

Farms. . i W1

Other unincorporated businesses. .. . .
Purchases of existing tangible assets (met) ... . . |- [O) [ TR T

Finaneial uses (met) 4. o
Adding to liquid asset balances (net):
Curreney and deposits &
Insurance reserves & 3.7
Security portfolios:
U. S. Government securities 7. .. ... P I PO % 4 1.5
4

WHONO 2 BriR e

Retirement of debt (net):
Mortgages on 1-4 family nonfarm dwellings. .. ______.________ oo | ool
Other eonsumer debt. e oo e [ I,

Subtotal of above net additions te liquid assets and net re-
tirement of deb:
Farm mortgage and other farm debt.._.___
Other unincorporated business debt to banks
Other unincorporated business debt to corporations

Total of above uses of funds_ .. ... . 3
Net uses not accounted for .. o oo cmmece e e m e e

oo oN HKKE < g9

Total uses of funds. ..o iiiiacicanan 80.7 | 194.
Memorandum: Liquid saving, adjusted ¢ (line V minus V/).____. 3.1

Footnotes at end of table, p. 142.
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TasLe B-2.—Sources and uses of personal Junds, 1939 and 1946~48—Continued
SOURCE OF FUNDS

Use or source 1939 1946 1947 1948
A’ | Personal income e emem—m— e 72.6 | 176.9 ] 193.5 2119
B/ ‘Wages, salaries, and other labor income. ... ... ... __ 45.7 | 1110 | 122,0 135.1
c’ Net income of unincorporated business and farms. 11.3 35.0 38.5 42,9
D’ Rental, dividend, and interest income 12,7 19.4 21.3 22.8
E’ Transfer receipts_ - oo raccaccccccanaaan - 3.0 11.4 11.7 1.1
F’ | Other nonfinancial SOUNCeS. ... oo - oo oo oiaocamae 3.7 5.6 8.9 6.9
Depreciation charges:
a’ Residential property ..o o e 15 1.8 1.9 2.1
H’ Nonprofit organization property. . .2 .2 .2 .2
I Farm equipment and property. - 11 2.2 2.7 3.3
I Other unincorporated business equipment and property.. .9 L1 1.2 1.3
Drawing down inventories (net): !
X FAIMS. . o e e e e e 2
L/ Other unincorporated businesses. _
M’ Sales of existing tangible assets (net)..___._

N’ | Financial sources (met) .. . _____________
Drawing upon ligmd asset balances (net): !

[vi4 Currency and deposits 8. o oo oe oo e e e ®
P’ Trsurance reserves 8. _ . oo el
Q Security portfolios:

R’ U. S. Government securities 7. oo oeoeo ool 1S O SO,
8’ Other & ..l I J (SO IR IR

Adding to debt (net):
g Mortgages on 1-4 family nonfarm dwellings. ... ....__..__._. .5 3.2 4.1 4.1
v’ Other consumer debt.._. . . _. .8 3.3 3.3 2.5
\'4 Subtotal of above net reductions in liquid assets and net
additionstodebt_ ... ... ... 1.7 6.7 7.4 6.5

w’ Farm mortgage and other farm debf. . ... ... .2 .8 .6
X’ Qther unincorporated business debt to banks__._ W1 2.1 2.2 .8
Y/ Other unincorporated business debt to corporations._...__.__ .3 .3 1.2 ...
7 Total of above sources of funds....._ . ___.___._______. 78.4 | 1917 | 214.0 226.7
a’ | Net sources not accounted for_ - ..o ooiiaoo.. 2.3 2.6 1.2 L
b’ Total sources of funds. - ..o i 80.7 | 194.3| 2153 228.3
¢’ | Personal saving 10 (line A’ minus A) .. . ..o ... .. 2.7 10.3 5.1 12.0

t Consumers, unincorporated business, farms, and nonprofit organizations are included in the table.
Inventories and income are included after adjustment for inventory revaluation.

3 Includes purchase of used plant and equipment from the U. 8. Government.

2 Less than $50,000,000.

4 Financial sources and uses are shown on a net basis. Inarriving at the totals shown for financial sources
and uses of funds, a net addition to holdings of a particular type of asset is shown as a use, and a net decrease
in holdings of a particular type of asset as a source. Also, additions to cash balances by some individuals
are net of withdrawals by other individuals, borrowings by some individuals are net of repayments by
other individuals,

5 Includes shares in saving and loan associations.

¢ Excludes additions to Government insurance and pension reserves.

7 Excludes armed forces leave bonds.

8 Ineludes changes in holdings of State and local government, foreign, corporate, and other securities.

9 This corresponds to liquid saving as defined by the Securities and Exchange Cominission, except that
armed forces leave bonds and changes in Government insurance and pension reserves are excluded.

10 This equals personal saving, national income concept. Personal saving may also be obtained as follows:
(F-F)+(N-N")4-(a-a)=A'-A.

Note.—Detail will not necessarily add to totals because of rounding.

Source: Compiled by Board of Governors of the Federal Reserve System from data published by the
Department of Commerece and the Securities and Exchange Comrmission. A discussion of a similar table
may be found in an article entitled “Measurements of Savings”, Federal Reserve Bulletin, November
1049. The present table incorporates revised estimates for 1948 and includes saving and loan shares with
currency and deposits rather than with “other securities”.
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TaBLE B-3.—Sources and uses of funds by consumers and nonprofit organizations, 1946, 1947, and
7948

o ool W= WMo W WY QW e

B/
C
D
ot
you

(el

T
J/
K/
al

b

Source or use 1946 1947 1048
USE OF FUNDS:

Personal consumption expenditures and taxes .. oocaomeiciacamann 149.1 | 165.3 175.1

Expenditures for consumer nondurable goods and services less
estimated expenditures of incidental landlords ... ... . ___ 130.3 | 143. 154.0
Personal baxes . .o icaccacceeceees 18,8 2.5 21.1

Other nonfinancial uses_ . i 20.9 Xi] 32.2

Expenditures for consumer durable goods less estimated expendi-

tures of incidental landlords .. ..o e 16.2 21.7 23.2
Purchases of 1-4 family nonfarm dwellings less purchases for

tenant occupancy 4.0 6.1 7.8
Purchases of farm dwellings. ... .2 .3 .3
Nonprofit organization construction .4 .5 .9

Finaneial 1ses (et .o ..o e ee 14.4 12.0 9.4

Net additions to liquid asset balances. ... ... _________.__. i4.4 12.0 9.4

Total aDOVEe USES - . oo o e oot 184.3 | 205.9 216.7

Net uses not accounted for. oo iccaicccian s W2l

Totaluses of funds. . el 184.3 | 206.1 216.7
SOURCE OF FUNDS:

Personal income received by consumers. ... ool 196.8 207.9
‘Wages, salaries and otber labor income. ... . ... ... 122.0 135.1
Dividend and interest income, less receipts by

ness_ - A 13.8 15.1
Transfer payments_ ... . .. __.._____ . 1.7 11.1
Imputed income from owner-occupied dwellings.. - . 2.3 2.4
Net entrepreneurial withdrawals 1. . .. ... 37.6 47.0 44.2

Other nonfinancial sourees_ ..o 1.7 2.0 2.2
Depreciation on owner-occupied farm and nonfarm dwellings

and nonprofit institution properties. ... oo .. 1.7 2.0 2.2

Financial sources (Net) . oo oo e 6.4 7.3 6.5
Net additions to debt, excluding mortgage debt, on tenant-occu-

pied ProPerty. . oo e 6.4 7.3 6.5

Total above SOUrees__ ... .. ou e eae 182.7 | 206.1 216.6

Net sources not accounted for_ . e L6 . .1

Total sources of funds. ... 184.3 { 206.1 216.7

! Total funds available for withdrawal by owners from unincorporated businesses and farms less the esti-
mated capital formation of businesses and farms, landlord purchases of consumer durable goods and of
residential construction for tenant occupancy, and net money advanced through financial channels.

Nore.—Details will not necessarily add to totals because of rounding.

Sources: Based on data from the Department of Commerce, Securities and Exchange Commission, and
Board of Governors of the ¥ederal Reserve System.
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TABLE B—4.—Net tncome and net saving of each fifth of spending units ! 1947 and 7945-71948

1941 1945 1946 1947 1948

Spending units ranked by size of income !
Percentage of net income accounted for by each fifth
Towest fifth __ il 3 4 4 4 4
Second fifth. - 9 11 11 10 11
Third fifth__ - 16 16 16 16 16
Fourth fifth_ - 22 24 22 22 22
Highest fifth .. 50 45 47 48 47
Al GrouPS. oo e e 100 100 100 100 100
Percentage of net saving accounted for by each fifth
Lowest fifth__________ -7 0 -8 -13 ~24
Second fifth. 0 6 3 1 -3
Third fifth. . 8 9 5 7 7
Fourth fifth. - 11 21 21 12 21
Highest fifth.._____ .l 88 64 79 93 99
Al grOUPS - oo ceeaae 100 100 100 100 100

! The spending unit consists of all persons living in the same dwelling and belonging to the same farmily
who pool their income to meet major expenses. Sec notes to table B-1,

Source: Board of Governors of the Federal Reserve System. Estimates for the years 1945 through 1948
are based on the Survey of Consumer Finances which is conducted annually by the Survey Research
Center of the University of Michigan for the Board of Governors. The year 1941 was estimated from infor-
mation obtained in Family Spending and Saving During Wartime (Bureau of Labor Statisties Bulletin
No. 822), April 1945. The findings of the Survey of Consumer Finances are published each year in full
in the Federal Reserve Bulletin.

Savings distributions by income level as well as by deciles or quintiles for 1948, with comparative data for
earlier years, may be found in the Bulletin for January 1950, in an article entitled, ‘1949 Survey of Consumer
Finances, Distribution of Consumer Saving in 1948.” Components of saving and dissaving have varied
sommewhat from year to year as explained in the appendix to this article. In general, these variations are
not believed to affect inter-year comparability to any great extent for the years 1946 through 1948, Com-
parisons of later years with 1945, however, are limited by substantial changesin definitions and methodology.

TasLE B-5.—Posilive and negative saving of each fifth of spending units, 1941 and 1945-1948

Percentage of saving
Spending units ranked by size of income
1841 1945 1946 1947 1948
Spending units with negative saving: !
Yowest fifth ... ______ .. 23 25 25 21 27
Second fifth_ 17 19 15 12 15
Third fifth__ 14 28 24 17 16
Fourth fifth__ 25 14 18 20 18
Highest fifth_ . ol 21 14 18 30 24
Al grouDs. . oo e 100 100 100 100 100
Spending units with positive saving: ?
Lowest fifth. .l 1 3 3 2 3
Second fifth. .. .. ... __ 5 9 7 6 6
Third fifth_ ... - 10 12 11 11 12
Fourth fifth. 15 20 20 15 19
Highest fifth 69 56 59 66 60
Al BrOUDS e e 100 100 100 100 100

1 8pending units with negative saving are those whose expenditures for consumer durables (excluding
homes), houdurables, and services, exceed current money incomes,

? Spending units whose current money incomes exceed expenditures for consumer durables (excluding
homes), nondurables, and services.

Source: See table B—4,
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TABLE B—6.—Median income, median saving, and percent of income saved by each fifth of spending
units, 1948

: s Median per-

Spending units ranked by size of income %gg}gg Dsg%di:fg“ c(;e;ﬁg (;; Vl%;i
Lowest fifth_ e $360 $0 0.0
Second fifth. 2, 000 85 1.0
Third fifth.. 2, 840 115 4.0
Fourth fifth. 3,750 235 6.0
Highest ifth . . e 6, 000 610 10.0
A BrOUDS - - - e e $2, 840 $75 3.5

Source: See table B-4.

TABLE B-7.—Positive and negative savers within each fifth of spending units, 1941 and 1948

Percent of spending units in each fifth

Spending units ranked by size of income 1941 1948

Positive Zero {Negative || Positive Zero {Negative
savers savers savers savers savers savers

Lowest fifth____ ... .. 38 19 43 44 20 36
Second fifth. 57 5 38 61 7 32
Third fifth__ 66 1 33 66 3 31
Fourth fifth_ 69 1 30 69 1 30
Highest fifth__ 80 O] 20 74 [O] 26

All groups 62 5 33 63 6 31

1 Less than one-half of 1 percent.
Source: See table B—4.

TaBLE B-8.—Proportion of money income allocated to taves, saving, selected durable goods, and
other consumer expenditures, by each fifth of spending units, 1948

Percent of total income
Type of expenditure or saving
Alispend-] Lowest | Second Third Fourth | Highest
ing units | fifth fifth fifth fifth fifth
Federal income tax t._____________________ 9 1 4 5 6 13
Automobiles and other selected durable
goods 2 ... 9 8 8 9 10 8
Other consumer expenditures 3.._. 76 121 - 90 83 8 65
Net saving. .. oo 7 -31 -~2 3 6 14
Total. o 100 100 100 100 100 100
Percent of income saved by positive sav-
L3 ¢ U 19 15 12 15 17 2

1 Estimated Federal personal income tax liability, apart from capital gains and losses. See the appendix
to part III, the 1940 Survey of Consumer Finances, Federal Reserve Bulletin, July 1949, for a description of
the methods used in estimating the tax liability.

¢ Includes automobiles, furniture, radios, and household appliances such as refrigerators, ranges, washing
machines, vacuum cleaners, home freezers, and miscellaneous other appliances. Expenditures for auto-
mobiles are net of trade-in allowances.

3 This is a residual item covering expenditures for all goods and services not included in selected durable
goods (see footnote 2). Includes food, housing, clothing, medijcal care, other living costs. State and local
taxes, recreation, transportation, and education, as well as expenditures for durable goods such as floor
coverings, jewelry, fur coats, and other miscellaneous durable items are also included,

4 Total saving of positive savers as percent of their income,

NortE: Detail will not necessarily add to totals because of rounding.
Source: See table B-4.
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TarLe B-9.—Distribution of money income, taxes, disposable income, net saving, selected durable
goods expenditures, and other consumer goods expenditures by income fifth groups, 1948

{Percent}
Total
Total Total Fed-
s selected | Total other
Spending units ranked by i’gggg; er:oln;;elr- TM:;&?‘ durable | consumer | Total net
size of income ! before income igocoma s goodg' egpendﬁx- saving
expendi- ures

taxes tax? turas ¢
Lowest fifth. ... _._._._...__. 4 1 5 4 8 —24
Second fifth. ... ... .._ 11 5 12 10 13 —3
Third fifth ... ... 16 9 17 17 18 7
Fourth fifth. - 22 16 22 25 22 21
Highest fifth 47 70 44 44 39 99
All groups. coocmceeaes 100 160 100 100 100 100

1 Annual money income before taxes in 1948,
? Estimated Federal personal income-tax liability, apart from capital gains and losses.
3 Disposable income is defined as money income less estimated Federal personal income-tax liability.

4 Includes automobiles, furniture, radios, and household appliances such as refrigerators, ranges, washing
Expenditures for auto-

machines, vacuum cleaners, home freszers, and miscellaneous other appliances.

mobiles are net of trade-in allowances.

s This is a residual item covering expenditures for all goods and services not included in selected durable
2oods (see footnote 4). Includes food, housing, clothing, medical care, other living costs, State and loeal
taxes, recreation, transportation, and education, as well as expenditures for durable goods such as floor

coverings, jewelry, fur coats, and other miscellaneous durable items.,
Nortz.~—~Detail will not necessarily add to totals because of rounding.

Source: See tabls B4,
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Statistical Tables Relating to Employment,
Production, and Purchasing Power

TaBLE C—1.—Gross national product or expenditure, 1929-49

[Billions of dollars]
Gross Personal Gross ) nﬁgg&éﬁ;
Period nationa] | CORSuIb- private | Net foreign chases of
roduet tion ex- domestic |investment 00 d s and
P penditures |investment gscr\;i ces
1920 e eimeaee 103.8 78.8 15.8 0.8 8.5
90.9 70.8 10.2 .7 9.2
75.9 61.2 5.4 .2 9.2
58.3 49.2 Y .2 8.1
55.8 46.3 1.3 .2 8.0
64.9 51.9 2.8 .4 9.8
72.2 56.2 6.1 ~.1 8.9
82.5 62.5 8.3 -1 1.7
90.2 67.1 11.4 .1 11.6
84.7 64.5 6.3 1.1 12.8
91.3 67.5 9.9 .9 13.1
1040 e 101.4 72.1 13.9 1.5 13.9
126.4 82.3 18.3 1.1 24.7
161.6 91.2 10.9 -2 59.7
194.3 102.2 5.7 -2.2 88.6
213. 111.6 7.7 ~2.1 96. 5
215.2 123.1 10.7 -1.4 82.8
212.6 147.8 29.5 4.7 30.7
236.7 166.9 311 8.9 28.8
262. 4 178.8 45.0 1.9 36.7
258.7 178.5 36.8 [occieaoa. 43.5
Annual rates, seasonally adjusted
256. 5 177.0 42. 4 3.4 33.7
268.4 180. 6 47.6 .4 39.8
261.6 178.8 38.5 1.1 43.2
255.9 178.2 35.0 —1.2 43.8
1948—First quarter_ ... .. ___._.___. 251.4 175.2 40.7 3.9 31.5
Second quarter. - 261.6 178.7 44.2 2.8 35.9
Third quarter. . o 266. 5 180.3 47.1 -1 39.2
Fourth quarter. ... _____.____ 270.3 180.9 48.0 1.0 40.3
1949—First quarter. ... ... 263.5 178.6 41.6 1.0 42.3
Second quarter_ ... .. _.__ 259. 6 178.9 35.4 1.2 4.0
Third quarter. ... ... 256.3 178.5 35.0 —.8 43.6
Fourth quarter L.__.______.._._.... 255. 5 178.0 35.0 -5 44.0

t Estimates based on incomplete data; fourth quarter by Council of Economic Advisers.
NorE.—Detail will not necessarily add to totals because of rounding.
Source: Department of Commerce (except as noted).
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TABLE C-2.—Personal consumption expenditures, 1929-49

[Billions of dollars}
Durable goods Nondurable goods Services
Total Aut
Period ex: uto-

pendi- mo- Cloth- + ¢ 1| Hous-

tures | Total| biles [Other| Total {Food!| ™}, 'y {Other| Totaljy -5 | Other
and g £
parts
78.8| 9.4 3.2| 61| 37.710.7 9.2 89131714 20.2
70.8] 7.3 22| 51| 341!181 7.9 81128.5|1L0| 185
6.2 | 5.6 1.6 | 4.0 20.0 | 14.8 6.8 7.4 26.610.2,) 16.4
49.2 | 3.7 9 2.8 22,7114 50| 6.4[22.8| 9.0 13.8
46.3 | 3.5 L0{ 25| 22.3|1L5 46| 6.2)20.6| 7.8 12.7
51,91 43 1.4 2.9 267 14.3 56| 69209 7.5| 13.4
56.2| 521 1.9} 3.3 20.4] 16.3 59 7.2 |2L7| 7.6 141
62.5| 6.4 23 41} 329185 6.5 7.9 23.3 7.9 15.4
6711 7.0 2.4 46 3521200 6.7 8612491 841 16.5
6457 5,81 1.6 41| 3401 19.0 66| 84 (247] 87| 160
67.5| 6.7] 2.1] 46 353|19.3 7.0 89255 89| 165
72.1 791 27 52| 37.6]20.7 741 9.5{26.6) 9.2 17.4
823 9.8| 3.3] 6.4 44.0| 24.4 8.8!110.8 (285! 9.9 18.7
9.2 | 7.1 .71 6.4 5290305 1L0| 114 31.2] 10.6 | 20.6
102.2{ 6.8 8| 607 610353 13.7 11,9344} 111 233
111.6 | 7.1 9] 6.2 671|389 153129} 37.4 1.7, 257
123.11 85| L1 7.4) 749 (43,0 17.1114.8)39.7|12.2| 2.5
147.8 | 16.5 | 4.4 { 12.1 86.8 | 51.0 | 18.6( 17.1 | 44.5 | 13.1 | 3L 4
166.9 | 22.0 ) 7.2 14.8 | 96.2 | 57.8 19.1119.3 | 48.8 | 14.5 | 34.2
178.8 1 23,5 ) 8.2]1531102.261.1| 20.0}21.1]53.1] 159} 37.2
178.5 1 24.8 [ 10.4 | 14.4 | 97.7 | 58.8 | 18.4 | 20.5| 56.0 | 17.0 | 39.0
Annual rates, seasonally adjusted

1948—First half . ... 1770 1 23,2 7.711551101.8 | 6L.11 19.8 21,0} 51.9) 15.6 | 36.3
Second half.___._______. 23.8| 861521026 6L1| 20.2|21.3]}542}16.2] 38.0
1940—First half ____ . ______ 23.4) 9511391 99.7 | 59.8] 19.2 ] 20.7 | 65.6 | 16.8 | 38.9
Second half4 ____._____ 26,2 {11.2 11497 958 | 58.0| 17.6 | 20.2{ 56.4 | 17.2| 39.2
1948—TFirst quarter__________. 22.7 7.5 1 16.2 | 101.2 | 61,0 19.3 | 21.0 | 51.3 | 15.4 35.9
Second quarter. 23.8 | 8.0 1581 102.46L.2( 20.22L0 | 52.51 158 36.7
Third quarter__ 24.8| 87 16.0 101.8 | 60.5 10.9 | 21.4 [ 63.7 | 16.0 | 37.7
Fourth quarter________. 22.9) 85)14.4)103.3 6.7 20.5]| 21.2| 54.816.3 | 38.4
1949—First quarter. _____. 23.1] 9.2{13.9]100.160.0f 19.3 | 20.7| 55.4 | 16.6 | 38.8
Second quarter. 23.8| 9.8113.9] 99.3 | 59.5 19.1 f20.7 | 65.9 | 16.9 } 39.0
Third quarter. _ 25,81 11,0 1 14,8 96.5| 5841 17.7(20.4 | 66.2 | 17.1 | 39,1
Fourth quarter ¢ 26.5 | 11.5 | 15.0 | 95.0 [ 57.5 | 17.4 | 20.1{ 66.5 | 17.3 | 39.2

t Includes aleoholic beverages. .

3 Includes shoes and standard clothing issued to military personnel.

3 Includes imputed rental value of owner-occupied dwellings. .

+ Estimates based on incomplete data; fourth quarter by Council of Economic Advisers.
NoT1e.—Detail will not necessarily add to totals because of rounding.

Source: Department of Commerce (except as noted).
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TABLE C-3.—Gross private domestic investment, 1929-49
[Billions of dollars]

Nonfarm producers’ Net change in busi-
Total plant and equipment ness inventories
0SS Fairm | Resi- Other |— -
gpri. equip- [dential rfr
Tate ment | con- | PR Non-
Year domes- and | strue-| O farm
tie Equip- Con- | con- | tion | 40 o after
§ +.| Total 1 ¢ o] Strue- | strue- | (non- | 505 | Total jrevalu-j Farm
o MEDt %tion 13| tion 4 [farm) 1] OB ation
adjust-
ment
15.8 9.8 5.7 4.1 11 2.8 0.5 1.6 1.8 —0.3
10.2 7.6 4.3 3.4 .9 1.4 .51 —.3 ® -2
5.4 4.5 2.8 1.8 .5 1.2 4| —-14F —-17 .3
.9 2.5 16 1.0 .3 .5 2| ~26| —2.6 ®
1.3 2.3 L6 .7 .3 .3 a1 —-161 —-1.3 -.3
2.8 3.1 2.2 .9 .4 .4 a0 -1 .21 ~-13
6.1 3.8 2.9 1.0 .8 .7 .1 .9 .4 .5
8.3 5.2 3.9 1.3 .8 1.1 .1 L0 2.1 ~1.1
11.4 6.6 4.7 1.9 1.0 1.4 2 2.3 1.8 .5
6.3 4.7 3.4 1.4 .8 L5 2| ~L0| ~1.1 .1
9.9 5.7 4.0 1.7 .8 2.7 .2 .4 .3 .1
12.9 7.4 5.3 2.1 1.0 3.0 .2 2.3 2.0 .2
18.3 9.3 6.6 2.7 1.3 3.4 .3 3.9 3.4 ]
10.9 5.8 4.1 1.7 1.0 18 .1 2.1 .8 3
5.7 4.6 3.5 1.1 .9 1.0 ® —.91 —.5 —.4
7.7 6.3 4.7 L6 1.2 .8 .1 —~.81 —.3 -5
10.7 8.7 6.3 2.4 1.4 1.1 .2 -7 —-.6 -1
20.5| 16.0] 10.8 5.2 2.0 4.1 .6 6.7 6.9 -.2
3L17 20.6{ 14.6 6.0 3.1 6.6 .7 .1 22 —~2.2
450 | 2471 17.3 7.4 3.9 9.1 L0 6.5 5.1 1.3
36.8 | 23.2| 16.4 6.8 4.0 8.8 1.2 —.4} L0 .6
Annual rates, seasonally adjusted
1948—First half ... ...... 42.44 24.2 | 17.0 7.2 3.8 9.0 .8 4.7 4.0 .7
Second half .. ._____.__ 47.6 | 25.1 | 17.6 7.5 4.0 9.2 L1 8.2 6.2 2.0
1949—Firsthalf___.___________ 38.5| 24.2| 17.2 7.0 4.0 8.0 1.2 1.1 .1 1.0
Second half 7 350 | 223 156 6.6 4.0 9.4 1.2 | ~1.9] -20 .1
1948—First quarter......_..__ 40.7 [ 23.7 | 168.7 7.0 3.5 8.7 .8 4.1 4.2 —-.1
Second quarter_._______ 4.2 | 24.6 | 17.3 7.3 4.0 9.4 .9 5.3 3.8 L5
Third quarter.._...___. 47.1 25.1 17.5 7.6 4.0 9.5 1.0 7.4 5.4 2.0
TFourth quarter...._____ 48.0 1 25.1 17.7 7.4 4.0 8.8 1.2 8.0 7.1 1.9
1949—PFirst quarter_....__.__. 41.6 | 24.5 ] 17.4 7.1 4.2 8.0 1.2 3.6 2.3 1.3
Second quarter_..._._._ 35.4 | 23.8| 16.9 6.9 3.9 7.9 11| ~L4} ~21 .7
Third quarter___..._.__. 350 | 23.4| 16.6 6.8 3.9 8.9 1.2 | —2.4) —-2.86 .2
Fourth quarter .______ 35.0 [ 21,2 14.7 8.5 41| 10.0 1.3} ~L5 | —15 ©

1 Items for 1939 and subsequent years are not comparable to those for earlier years, since they include
certain outlays incident to construction which have not yet been estimated for years prior to 1939. For
further details see Survey of Current Business, July 1949, p. 7.

2 Total producers’ durable equipment less ‘“farm machinery and equipient’ and farmers’ purchases of
“tractors’’ and ‘‘business motor vehicles,” These figures assume that farmers purchase 85 and 15 percent,
respectively, of all tractors and motor vehieles used for productive purposes.

Industrial buildings, public utilities, gas and oil well drilling, warehouses, office and loft buildings,
stores, restaurants, garages, and hotels. N

4 Farm construction (residential and nonresidential) plus “farm machinery and equipment’’ and farmers’
purchases of “tractors’ and “business motor vehicles.” (Sec footnote 2.) 3

s Includes religious, educational, social and recreational, bospital and institutional, and miscellaneous
nonresidential.

8 Less than $50,000,000. .

7 Estimates based on incomplete data; fourth quarter by Council of Economic Advisers.

NorEg.—Detail will not necessarily add to total because of rounding.
Source: Department of Commerce (escept as noted).
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TasrLe C-4.—National income by distributive shares, 1929~49

[Billions of dollars]
Business and pro-
fessional income Corgo_rate profits
d invento and inventory
and inventory aluation
valuation frmiinen
adjustment In- adjustmen
Com- Rent-
Total n- come | o15n” | —
nation- sgf. . of |5 e Net
Period al |5t In- | In- |farm | Cor- | In- |inter-
in. |G e come | ven- [ pro- [ O or { ven- | est
comet | P e(;yz of | tory | prie- s%ns I;t tory
e Total| 10D | valu- | tors Total] peof. | VaIU-
H corpo-| ation pits ation
rated| ad- before| 24
enter-| just- tax 3 just-
prises| ment ment
87.47 5.8 83| 81 0.1 57| 58)10.3} 9.8} 0.5 6.5
75.0 1 46.5) 7.0 6.3 .81 39} 48] 6.6 33 3.3 6.2
58.9 | 39.5] 53| 4.7 61 29 3.6) 16| —-.8] 24 5.9
41.7 1 30.81 3.2 2.9 B3y L7 251-201-3.0] 10 5.4
39.61 29.3 29 84| -5} 23] 20 [-20 .2 |-21 5.0
48.6 | 34.1 43| 43| —.1 2.3 21 1.1 1.7 -6 4.8
56.8 | 37.1 5.0 50| —.1 491 231 3.0 32 ~—.2 4.5
64.7 427 6.1 6.2 —.1 3.9 27 49y 57} —.7 4.5
73.61 47.7 | 6.6 6.7 (» 56 3.1 6.2 62| (H 4.4
67.41 447 6.3 6.1 .20 441 331 43| 33§ 1.0 4.3
72,51 47.8 | 6.8 6.9 —.2| 45| 3.5)] 58] 65| —.7 4.2
81.31 51.8{ 77| 7.8 —11 49| 3.6] 9.2 83| —.1 4.1
103.8 | 64.3| 961102 | —67 69| 43|14.6(17.21-2.6 4.1
137.1 | 84.9 | 12.6 1129} —4]10.5| 54]19.9 ] 21.1 {—1.2 3.9
169.7 } 109.2 1150 { 161§ — 2] 11.8} 6.1 ;243|251 | —.8 3.4
183.8 [ 121.2 | 17.2 (17,2 | —.1 1 11.8 | 6.5 240 243 —.3 3.1
182.7 1123.0 ;187 1188 — 11125 6.3[19.2]19.7 | —. 6 3.0
179.6 | 117.0 | 20.8 | 22.7 |—1.9 [ 14.2| 6.2 | 18.3 | 23.6 {—5.2 3.0
201.7 | 127.6 | 23.1 | 24.7 |—1.6 | 15.4 | 6.5 25.6 | 31.6 {—6.0 3.4
226.2 1 140.3 | 24.5 1249 —. 41184 | 6.6 | 32.6 | 34.8 |[—2.2 3.8
222.5 | 142.2 | 24.1 | 23.4 L71150] 6.6}130.3)27.6) 2.7 4.3
Annual rates, seasonally adjusted
1948; Firsthalf __.__._________ 3 136.4 ] 24.4 ) 25.2 } —~.8 ] 181 6.6 1 30.8 1340 |—3.2 3.6
Second half_ ... A 144.1 | 24.5 } 24.5 |.-.... 18.6| 6.6 |34.5] 356 [—1.0 4.0
1949: First half __ . ______ . 142.1 124012301 1.1)16.4| 6.7 ]3L.4]27.98| 3.4 4.2
Second halfs________.___. X 142.2 | 24.1 | 23.7 4113.6) 6512031272 2.0 4.4
1948: First quarter ... ... 3 135112421251} —.9]17.1 6.6 12851330 |—45 3.6
Second quarter. 8 137.7 1246 [ 25,3 —7 (191 | 6.7133.0}350{-20 3.7
Third quarter...._.._.._. . 143.3 { 24.5 | 25.9 |—1.4 1 18.8 | 6.6 ! 33.3 | 36.6 |—3.3 3.9
Fourth quarter_._.._.... 234.3 | 144.9 (245 23.1 | 1.4 {185 6.7 |357 345 1.2 4.1
1949: First quarter_...._._._._.. 226.3 | 142.5 1 2¢.0 { 2229 | 1.1 | 171 6.7 3.8 294 23 4.2
Second quarter__._...._. 223.4 | 141.8 [ 24.1 1 23.1| 1.0 [157 ] 67 [30.9[26.4] 4.5 4.3
Third quarter 5______._.__ 222.5 1 142.2 | 24.2 } 23.6 .6113.8 6.5]13L.5)28.0} 3.5 4.3
Fourth quarters._..__... 217.8 1 142.3 | 24.0 | 23.8 21136 651271265 .6 4.4

1 National income is the total net income earned in production by individuals of businesses. The concept
of national income currently used differs from the concept of gross national product in that it excludes de-
preciation charges and other allowances for business and institutional consumption of durable capital goods.

2 Includes wage and salary receipts and other labor income (see appendix table C-5), and employer and
employee contribution for social insurance.

3 See appendix table C-29 for corporate tax liability (Federal and State income and excess profits taxes)
and corporate profits after taxes.

4 Less than $50,000,000,

5 Estimates based on incomplete data; profits and total national income for third quarter and all items for
fourth quarter by Council of Economic Advisers.

Note.—Detail will not necessarily add to totals because of rounding.
Source: Department of Commerce (except as noted).
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TasLe C—-5.—Personal income, 1929~49

[Billions of dolars]
Salaries : Dividends
Total wages, g:)?gpgle(-l and Transfer fﬁﬂﬁ'ﬁ
Period personal | and other personal
3 rental X payments personal
income labor income 3 interest income 4
income 1 income 3
85.1 50.5 19.7 13.3 1.5 76.8
76.2 46.3 15.7 12.6 1.5 70.0
64.8 39.2 1.8 11.1 2.7 60.1
49.3 30.5 7.4 9.1 2.2 46.2
46.6 29.0 7.2 8.2 2.1 43.0
53.2 33.8 8.7 8.6 2.2 49.5
59.9 36.8 12.1 8.6 2.4 53.4
68.4 42.1 12.6 10.1 3.5 62.8
74.0 45.9 15.4 10.3 2.4 66.5
68.3 42.8 14.0 8.7 2.8 62.1
72.6 45.7 14.7 9.2 3.0 66.3
78.3 49.5 16.3 9.4 3.1 L5
95.3 615 20.8 9.9 3.1 86.1
122.7 81.4 28.4 9.7 3.2 109.4
150.3 104. 5 32.8 10.0 3.0 135.2
165.9 116.2 35.5 10.6 3.6 150.5
171.9 116.9 37.5 1.4 6.2 155.7
176.9 111.0 41.2 13.2 11.4 158.5
193.5 121.9 45.1 14.8 11.7 173.5
211.9 135.1 49.5 16.2 11.1 188.8
211.7 136.8 45.7 17.3 12.0 192.0
Annual rates, seasonally adjusted

1948: Firsthalf ____..__._____. 207.7 131.3 49.2 15.7 11.86 184.9
Second half... - 216.0 138.9 49.8 16.6 10.8 192.4
1949: Firsthalf ____ .. ____. 213.1 136.9 47.2 17.2 1.9 102.0
Second halfs. __.__.__.._ 210.3 136.6 4.2 17.4 12.0 192.0
1948: First quarter......____. 205.1 129.9 48.0 15.6 11.6 183.4
Second quarter._.___... 210.3 132.7 50.4 15.8 11.4 186.4
Third quarter_.________ 215.4 138.3 49.9 16.3 11.0 191.8
Fourth quarter.________ 216.6 139.5 49.7 16.9 10.5 193.1
1949: First quarter- .. _..._._. 213.7 137.1 47.8 17.1 11.7 191.9
Second quarter.______._ 212.5 136.7 46.5 17.2 12.1 192.1
Third quarter. . __ 210.6 136.6 4.5 17.3 12.2 192.2
Fourth quarter & 210.0 136.7 44.0 17.5 iL.8 191.9

! Differs from ‘‘compensation of employees’” in appendix table C—4, in that it excludes employer and
employee contributions to social insurance. Includes wage and salary receipts and other labor income—
compensation for injuries, employer contributions to private pension and welfare funds, pay of military
reservists not on full-time active duty (pay for full-time active duty included in military wages and salaries),
directors’ fees, jury and witness fees, compensation of prison inmates, Government payments to enemy
prisoners of war, marriage fees to justices of the peace, and merchant marine war-risk life and injury claims.

2 See appendix table C-4, for major components.

3 See appendix table C-29, for dividend payments.

1 Equals personal income exclusive of net income of unincorporated farm enterprises, farm wages, agricul-

tural net rents, agricultural net interest, and net dividends gaid by agricultural corporations.
3 Estimates based on incomplete data; fourth quarter by

Note.—Detail will not necessarily add to totals because of rounding.
Source: Department of Commerce (except as noted).
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TABLE C—-6.—Relation of national income and personal income, 192919

[Billions of dollars]
Less: Plus:
Corpo-
Excess
rate Net
. Nation-| profits | Contri- wgf o S;)V.- inter- Busi- [Equals:
Period al |and in-|butions ac§ | est ness oo
income| ven- [ to | o0 | OB} paid | Divi- | trans- | 5002
tory | social | 085 | 4TB0 by |dends| fer (ncome
valu- | insar- | $¥&F [ 50 | Gov- pay-
ation [ ance |y, .o 1111) egts ern- ments
arclilyéx:g- ments ment
87.4¢ 10.3 0.2 | caenes 0.9 1.0 5.8 0.6 85.1
75.0 6.6 I 30 O 1.0 L0 5.5 .5 76.2
58.9 1.6 B 2.0 1.1 4.1 .6 64.8
41,71 =20 P 3 DO, 1.4 1.1 2.6 7 49.3
39.6 | —2.0 | .3 ... 1.5 1.2 2.1 .7 46.6
48.6 11 k2 I 1.6 1.2 2,6 .6 53.2
56.8 3.0 [ 3N R 1.8 1.1 2.9 .6 59.9
64.7 4.9 L3 SO, 2.9 1.1 4.6 .6 68.4
73.6 6.2 1.8 | ... 1.9 1.2 4.7 .6 74.0
67.4 4.3 2.0 | 2.4 1.2 3.2 .4 68.3
72.5 5.8 2.1 |eoees 2.5 1.2 3.8 .5 72.6
1.3 9.2 2.8 |oaos 2.7 1.3 4.0 .4 78.3
3.8 | 14.6 2.8 |aeeees 2.6 1.3 4.5 .5 95.3
. 19.9 3.6 e 2.7 L5 4.3 L6 1227
243 4.5 .2 2.5 2.1 4.5 .5 150.3
24.0 52| —-.2 3.1 2.8 4.7 .81 165.9
19.2 6,1 [.ooo..o 5.6 3.7 4.7 .5 17L9
18.3 6.0 {__o.o.o 10.8 4.4 5.8 .61 176.9
25.6 5.6 {-—co-C 11.1 4.4 7.0 .61 193.5
32.6 [ N PO, 10.5 4.4 7.9 .6 2119
30.3 5.4 .- 11. 4 4.6 8.4 .6 2117
Annual rates, seasonally adjusted
1948—Firsthalf ... .. __ 220.0 | 30.8 5.0 11 10.9 4.4 7.6 .6 207.7
Second half__. ... ... .. __ 232.4 ) 34.5 5.2 foaeenis 10.2 4.5 8.1 .61 216.0
1949—TFirst half. .. ... .. 224.8 | 31.4 53] —.1| 11.3 4.6 8.4 .6 | 213.1
Second half ' .. ___..__.____ 220.2 ] 29.3 6.6 f[oemennn 11.4 4.6 8.4 .6 2103
1948—TFirst quarter.__.._.__.____.___. 2151} 28.5 5.1 .1 11.0 4.4 7.6 .61 205.1
Second quarter. 224.9 | 33.0 5.0 .1 10.8 4.4 7.7 .61 210.3
Third quarter.. 230.4 | 33.3 5.2 - 1| 10.4 4.5 7.9 .6 215.4
Fourth quarter.. ... ..___ 234.3 | 357 5.3 .1 9.9 4.5 8.3 .6 216.6
1949—PFirst quarter_____________.____ 226.3 | 3.8 5.2 .10 111 4.5 8.4 .61 213.7
Second quarter. 223.4 | 30.9 54| -3 1.5 4.6 8.4 .61 212,58
Third quarter._ 222,51 31.5 5.6 | ... 11.6 4.6 8.4 .6 | 210.6
Fourth quarter t.___.____. ... 217.8 | 27.1 5.6 |oaeo-o- 11.2 4.6 8.5 .6 210.0

t Estimates based on incomplete data; fourth quarter by Council of Economie Advisers.
Note.—Detail will not necessarily add to totals because of rounding.
Source: Department of Commerce (except as noted).
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TasLe C-7.— Disposition of personal income, 1929~-49

Less: Net
Less: Equals: P

Personal | Disposa- | Fer00al| pquag; || savingas

Period Personal | /2" ond ble cons Pe?‘sonal percent

Ineome | pontax | personal sumptgim net of d‘g'

payments} income | PN saving {;’csgn}g

Billions of dollars
85.1 2.6 82.5 78.8 3.7 4.5
76.2 2.5 73.7 70.8 2.9 3.9
64.8 1.9 63.0 612 1.8 2.9
49.3 1.5 47.8 49.2 -1.4 -2.9
46.6 1.6 45.2 46.3 -1.2 -2.7
53.2 1.6 51.6 5L.9 -3 -.4
59.9 1.9 58.0 56.2 1.8 3.1
68. 4 2.3 €6.1 82.5 8.6 5.4
74.0 2.9 71.1 67.1 3.9 5.5
68.3 2.9 65.5 64.5 10 1.8
72.6 2.4 70.2 67.5 2.7 3.8
78.3 2.6 75.7 72.1 3.7 4.9
95.3 3.3 92.0 82.3 9.8 10.7
122.7 6.0 116.7 9.2 25.8 21.9
150.3 17.8 132.4 102.2 30.2 22.8
165.9 18.9 147.0 111.6 35.4 4.1
171.9 20.9 151.1 123.1 28.0 18.5
176.9 18.8 158.1 147.8 10.3 6.5
193.5 2.5 172.0 166.9 5.1 3.0
211.9 21.1 190.8 178.8 12.0 6.3
211.7 18.8 192.9 178.5 14.4 7.5
Annus) rates, seasonally adjusted

1948; First balf. . oo ccacmomee 207.7 2.0 185.8 177.0 8.8 4.7
Second half. ..o eaenae 216.0 20.3 195.7 180.6 15.2 7.8
1949: First half. 213.1 18.8 194.4 178.8 15.8 8.0
Second half t_ oo 210.3 18.8 191.8 178.2 13.2 6.9
1048: First quarter. .. ..ooomemaoo 205.1 23.2 181.9 175.2 8.7 3.7
Second quarter. 210.3 20.7 189.6 178.7 10.8 5.7
Third quarter__.._ 215.4 20.2 195.2 180.3 15.0 7.7
Fourthquarter. ..o ooccmeoun- 216.6 20. 4 196.2 180.9 15.3 7.8
1949: First quarter_ ..o 213.7 18.8 104.9 178.6 16.3 8.4
Second quarter. - 212.5 18.7 163.8 178.9 14.8 7.6
Third quarter._ .. - 210.6 18.8 101.9 178.5 13.3 6.9
Fourth quarter 1. oo oeeem oo 210.0 18.9 1911 178.0 13.1 6.9

1 Estimates based on incomplete data; fourth quarter by Council of Economic Advisers.
NoTg.—Detail will not necessarily add to totals because of rounding.
Source: Department of Commerce (except as noted).
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TaBLE C-8.—Per capita disposable income in current and 1948 dollars, 1929-49

Per capita disposable
Disposable Population [Consumers’ personal ineome
Period personal | ““(ihou-  Iprice index,
(billions of | S2Rd8) ! [ 1848=100 | Gppeng 1948
dollars) dollars dollars 2
1929 e 82.5 121,770 71.6 678 947
73.7 123,077 69.7 509 859
63.0 124,040 63.5 508 800
47.8 124, 840 57.0 672
45.2 125, 579 54.0 360 667
51.6 126,374 55.9 408 730
58.0 127, 250 57.3 456 796
66.1 128,053 57.9 516 891
L1 128, 825 60.0 552 920
65.5 129, 825 58.9 505 857
70.2 130, 880 58.1 536 923
75.7 131, 970 58.5 574 981
92.0 133,203 61.4 691 1,128
116.7 134, 665 368.7 867 1, 262
132.4 136, 497 373.8 970 1,314
147.0 138, 083 375.8 1,065 1, 405
151.1 139, 586 377.9 1,082 1,389
158.1 141,235 383.4 1,119 1,342
172.0 144, 024 303.1 1,194 1,282
190.8 146, 571 100.0 1,302 1,302
192.9 149, 215 98.8 1,203 1,309
Annual Not ad-
rates, justed for | Annual rates, season-
seasonally seasonal ally adjusted
adjusted variation
1948—TFirst hali_______ 185.8 146, 007 98.8 1,273 1,288
Second half..._ 195.7 147,358 101.2 1,328 1,312
1949—First half____ 194.4 148,639 99.1 1, 308 1,320
Second half 1915 149,947 98.5 1,277 1,296
1948—First quarter. 18L.9 145,713 98.0 1,248 1,273
Second guart: 189.6 146, 203 99.6 1, 296 1,301
Third quarter 195.2 146, 937 101.8 1,328 1,305
Fourth quarter_ 196.2 147,724 100.7 1,328 1,319
1949—First quarter . ... 194.9 148,337 99.2 1,314 1,325
Second quarter. 193.8 148,919 99,0 1,301 1,314
Third quarter. 191.9 149, 578 98.7 1,283 1,300
Fourth quarter4. ... ____.__._ 191.1 150, 304 98.2 1,271 1,204

1 Estimated population of continental United States, including armed forces overseas; annual data as of
J 1};1.}7 ltand quarterly and semiannual data as of middle of period, interpolated from published monthly
estimates.

2 Current dollars divided by the consumers’ price index on the base 1948=100 to give a rough measure of
changes in buying power of disposable income.

3 The consumers’ price index has been roughly adjusted to take account of the understatement during
the price-control period. This adjustment is in line with the report of the Technical Committee (better
known as the Mitchell Committee) on the consumers’ price index. The unadjusted index will be found in
appendix table C-21,

4 Estimates based on incomplete data; fourth quarter by Council of Economic Advisers.

Sources: Department of Commerce (disposable income and population) and Department of Labor
(consumers’ price index).
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TasLe C-9.—Labor force, employment and unemployment, 1929-49

[Thousands of persons, 14 years of age and over]

Total Civilian labor force
]fabor
oree 3
Period (includ- ﬁlr?e:dl Total Employment
ingd civgian }Inem- ¢
arme: abor Nonagri-| Agri. |Plovmen
forces) ! force Total cultural | caltaral
Monthly average:

1929___... 49, 440 260 49,180 47, 630 37,180 10, 450 1,550
50, 080 260 49, 820 45,480 35, 140 10, 340 4,340
, 680 260 80, 420 42, 400 32,110 10, 290 8,020
51,250 250 51,000 38,940 28,770 10,170 12,060
51,840 250 51, 590 38, 760 28, 670 10,090 12,830
52,490 260 52,230 40, 890 , 990 9, 900 11, 340
53,140 270 52,870 42, 260 32,150 10,110 10, 610
53, 740 300 N 44,410 34,410 , 000 , 030
54,320 320 54, 000 46, 300 36, 4 9,820 7,700
54, 950 340 54, 610 44,220 34, 530 9, 690 10,390
55, 600 370 55,230 45,750 36,140 9,610 9, 480
56,030 390 55, 640 47,520 37,980 9, 540 8,120
57,380 1,470 | 55910 | 50,350 X 9,100 5, 560
5 3,820 56,410 53, 760 44, 500 9, 250 2, 660
64, 410 8,870 55, 540 54,470 45,390 9,080 1,070
................ , 8! , 260 , 630 53, 960 45,010 8,950 670
65, 140 11, 280 53, 860 52,820 44, 240 8, 580 1,040
, 820 ,300 | 57,520 | 55,250 | 46,930 8,320 2,270
61,608 1,440 , 168 58,027 49, 761 8, 266 2,142
62, 748 1,307 61, 442 59,378 51, 405 7,973 2,064
63, 671 1, 466 62, 105 88, 710 50, 684 8,026 3,395
61,771 1,240 | 60,531 | 58,317 | 50,754 7, 564 2,214
63,726 1,374 62,352 60, 439 52,057 8,382 1,914
62,732 1,483 | 61,249 | 58,060 | 50,120 7,940 3,180
64, 411 1,450 62, 961 59, 359 51,247 8,112 3, 601
60, 455 1,241 59,214 57,149 50, 089 7,060 2,065
61,004 1,226 59,778 57,139 50, 368 6,771 2, 639
61, 005 1,236 59, 769 57,329 50, 482 6,847 2, 440
61, 760 1,236 , 5 58,330 , 883 7,448 2,193
, 660 1,238 60, 422 58, 660 , 7,861 1,761
64, 740 1,261 63,479 61, 296 51,899 9, 396 2,184
65,135 1,293 63, 842 61, 6156 52, 452 9,163 2,227
64, 511 1,325 63, 186 61,245 52, 801 8,444 1,041
63, 578 1,366 62,212 60, 312 51, 590 8,723 1,899
63, 166 1,391 61,775 60,134 51, 508 8, 627 1,642
63,138 1,414 1, 724 59,893 51, 932 7,961 1,831
2, 828 ,453 61,375 59,434 52,069 7,375 1,941
61, 548 1,468 60,078 57,414 80, 65! 6,763 2, 664
61, 896 ) 60, 388 ,168 50,174 6,993 3,221
62, 305 1,491 60, 814 57,647 50, 254 7,393 3,167
62,327 1,492 60, 835 57,819 49, 999 7,820 3,016
63, 452 1, 469 61, 983 , 694 49,720 8,974 3,289
64, 866 1,468 63, 398 59,619 49,924 9, 696 3,778
65,278 1,463 | 63,815 | 59,720 | 50,073 , 647 4,095
65, 105 1,468 63, 637 59, 947 51, 441 8, 507 3,689
, 222 1,459 62, 763 59, 411 51,254 8,158 3,351
64, 021 1,445 62, 576 59,001 51, 290 7,710 3, 576
64,363 ,436 62,927 59,518 51, 640 7,878 3,409
63, 475 1,430 62,045 , 556 51,783 6,773 3,489

! Data for 1940-49 exclude about 150,000 members of the armed forces who were outside the continental
United States in 1940 and who were therefore not enumerated in the 1940 census. This figure is deducted
by the Census Bureau from its current estimates for comparability with 1940 data.

3 Includes part-time workers and those who had jobs but were not at work for such reasons as vacation,

illness, bad weather, temporary lay-off, and industrial disputes.

Note.—Detail will not necessarily add to totals because of rounding,
Survey on which labor force data are based is made during the week including the 8th of the month.

Bources: Department of Labor (1929-39) and Department of Commerce (1940-49).
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TABLE C-10.—Number of wage and salary workers in nonagricultural establishments, 1929-491

[Thousands of employees]
Manufacturing Trans- Goy-
Total Con- | porta- ern-
wane tract | tion ment
Period and Non- | Min-| ¢o” | anq |Trade] Fi- | Serve| (Fed-
orl salary Dura-| 0 g |00 | pablic] @ |pance] ice? [ eral,
ork- | Total | ble 8 i) P o.e State
w s cods | ble tion | utili- and?
e g goods ties Tocal)
Monthly average:
[+t S 31,041 (10,534 ® @ 1,078 | 1,497 | 3,907 | 6,401 | 1,431 | 3,127 | 3,066
1930 - oo 20,143 | 9,401 ®) ® 1,000 { 1,872 | 3,675 | 6,064 1,308 § 3,084 | 3,140

(O] (®) 864 { 1,214 | 3,243 | 5,531 | 1,333 | 2,913 [ 3,264
® ®) 722 970 | 2,804 | 4,907 | 1,270 | 2,682 | 3,925
®) ® 785 809 | 2,659 | 4,999 | 1,225 § 2,614 { 3,167
@) @ 874 862 | 2,736 | 5,562 | 1,247 | 2,784 | 3,208

Q] () 916 | 1,294 | 3,013 | 7,055 | 1,419 | 3,362 | 4,192
®) ® 047 | 1,790 | 3,248 | 7,567 | 1,462 | 3,564 | 4,622
[Q] ) 983 | 2,170 | 3,433 | 7,481 | 1,440 | 3,708 | 5,431
® [Q] 917 | 1,567 | 3,619 [ 7,322 | 1,401 | 3,786 [ 6,049
17,111 ® ® 883 | 1,004 | 3,798 | 7,399 | 1,374 | 3,795 | 6,026

15,302 | () ® 826 | 1,132 [ 3,872 | 7,685 | 1,304 | 3.891 | 5,067
14,461 | (9 ® 852 1 1,661 | 4,023 | 8,815 | 1,586 | 4.408 | 5,607
15,247 | 8,373 | 6,874 | 943 | 1,082 | 4,122 | 9,196 | 1.641 | 4,786 | 5,454
15,280 | 8,315 | 6,970 | o&1 | 2165 | 4,151 | 9,401 | 1,716 | 4.799 | 5,613
14,152 | 7,479 | 6,673 | 932 2,162 | 3,984 | 9,370 | 1,761 | 4,785 | 5.791

1948—First half ___.__ 43,633 115,200 | 8,320 | 6,881 | 964 | 2,010 | 4,114 | 9,318 | 1,702 | 4,778 | 5,546
Second half _.__[44,760 {15,371 | 8,311 | 7,060 | 998 | 2,320 | 4,188 | 9,664 | 1,729 | 4,519 | &,680
1949—First half___.__ 42,003 (14,307 | 7,713 | 6,505 | 981 | 2,045 | 4,016 | 9,358 | 1,752 | 4,760 | 5,776
Second half ¢._{42,867 {13,965 | 7,200 | 6,766 | 873 | 2,303 | 3,945 { 9,385 | 1,772 | 4,814 | 5,809
1948—Tanuary.._._.__ 43,630 115,408 | 8,420 | 6,977 | 974 | 1,920 | 4,004 [ 9,325 | 1,674 | 4,746 | 5,401
Febrary___.__.. 43,350 (15,345 | 8,367 | 6,978 | o086 | 1,792 | 4,113 | 9,239 | 1,683 | 4,728 | 5,484
Mareh....___0C 43,632 |15,360 | 8,414 | 6,955 | 0801 1,877 | 4,117 | 9,312 | 1,606 | 4,742 | 5.530
April. LT 43,352 115,028 | 8, 6,736 | 870 | 2019 | 4,054 | 9,301 | 1,708 | 4,789 | 5,
ay. ... 43,704 (14,947 | 8,221 { 6,726 | 989 | 2,153 | 4,127 | 9,340 | 1,717 | 4,816 | 5,615
T 4,119 15,107 | 8,196 | 6,911 | 1,005 | 2,289 | 4,181 | 9,359 | 1,736 | 4,848 | 5,564
Juy. . T 44,164 [15.155 | 8,232 | 6,923 | "o7a | 2,348 | 4,212 } 0,363 | 1,742 | 4,866 | 5,504
August.._______ 44,494 115,400 | 8,271 | 7,129 | 1,006 | 2,384 | 4,213 | 9,366 | 1,742 | 4,850 | 5,533
September..... 44,046 (15,617 | 8,360 | 7,257 | 1,007 | 2,369 | 4,180 | 9,522 | 1,725 | 4,849 | 5.668
October..._.__. 44,915 |15,514 | 8,393 | 7,121 | 1,000 | 2,334 | 4,188 | 0,654 | 1,720 | 4,811 | 5,694
November...... 44,815 115,368 | 8,352 | 7,016 | 999 | 2,287 | 4,168 ) 0,807 [ 1,721 | 4,782 | 5,685
December ... 45,282 |15,174 | 8,258 | 6,916 | 1,002 | 2,200 | 4,158 [10,273 | 1,724 | 4,757 | 5,904
1049—January. . .____ 43,449 |14,782 | 8,044 | 6,738 | 991 | 2,006 | 4,054 | 9,388 | 1,731 | 4,723 | 5,764
February..__.__ 43,001 [14,649 | 7,923 6,726 | 086 | 1,926 | 4,024 | 9,202 | 1,735 [ 4,712 | 5,787
March...___ . 42,018 (14,475 | 7,810 | 6,656 | 981 | 1,947 | 3,975 | 9,310 | 1,740 | 4,720 | 5.761
Aprit. 10T 42,066 (14,177 | 7,656 | 6,521 | 984 | 2,036 | 3,991 | 9,478 | 1,757 | 4,768 | 5,775
May. ..l 42,731 (13,877 | 7,441 | 6,436 | 974 | 2,137 | 4,021 | 9,342 | 1,763 | 4,804 | 5,813
June .. .10 42,835 {13,884 { 7,392 | 6,492 | 968 | 2205 | 4,031 | 9,336 | 1,774 | 4,834 | 5,803
July.. _J100T 42,573 (13,757 | 7,255 | 6,502 | 943 | 2,277 | 4007 | 9,220 | 1,780 | 4,851 | 5.738
August_ .0 42,004 {14,114 { 7,302 | 6,812 | 956 { 2,340 | 3,902 | 9,213 | 1,780 | 4,836 | 5,763
September 4____|43 464 114,312 | 7,416 | 6,896 | 948 | 2,341 | 3:959 | 9,409 | 1,770 | 4,832 | 5,803
October +..____- 42,607 {13,903 | 7,006 | 6,897 | 593 | 2,310 | 3,873 | 9,503 | 1,767 | 4,792 | 5,866

November ¢_..__}42,685 13:741 7,019 | 6,722 927 | 2,245 | 3,896 | 9,579 | 1,764 | 4,760 | 5,783

1 Includes all full- and part-time wage and salary workers in nonagricultural establishments who worked
or received pay during the pay period ending nearest the 15th of the month. Excludes proprietors, self-
employed persons, domestic servants, and personnel] of the armed forces. Not comparable with estimates
of nonagricultural employment of the civilian labor force reported by the Department of Commerce (appen-
dix table C-9) which include proprietors, self-employed persons, and domestic servants; which count persons
as em%loyed when they are not at work because of industrial disputes, bad weather, or temporary lay-offs
and which are based on an enumeration of population, whereas the estimates in this tableare based on reports
from employing establishments,

2 Data for the trade and service divisions, beginning with January 1947, are not comparable with data
shown for earlier years because of the shift of the automotive repair service industry from the trade to the
service divison, In January 1947, this industry amounted to approximately 230,000 employees.

3 Not available.

¢ Estimates based on incomplete data.

Nore.—Detail will not necessarily add to totals because of rounding.

Adjustments have been made to levels indicated by unemployment insurance agencies and the Bureau
of Old-Age and Survivors Insurance data through 1947, and have been carried forward from 1947 bench
mark levels, thereby providing consistent series,

Sonrce: Department of Labor.
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TaBLE C-11.—Average gross weekly earnings in selected industries, 192949

Manufacturing Bitumi-| Build- | Class I

itumi-| Buijld- | Class
Period nous [ing con-| steam | Tele- Wg;?ée' Retail E(IO::?
Dura- | Non- | coal |strue- | rail- | phone | 20 | trade rognd)‘

Total ble |[durable|mining} tion | roads
goods | goods

............ $25.03 | $27.22 () | $25.72| () |$28.49 (» ® ® O]

24.77 ® 22.21 ® 27.76 ?) Q] [Q] (’g
21.28 ® 17.69 (%) 26,76

16.21 ] (% 1391 (8 23.34 %) ) o] %)
16.43 | (0 14.47| 23.09 7) ® 0] 2)
18.87 | () 18.10 | $22.97 | 24.32 | (») ® ® %)
252! O 10.58 | 24.51 | 26.76{ (® ® O] (2
24.04 | (3 22,711 27.01| 28.0 2 (O] (%) (¢
26.91§ (% 23.84 | 30.14 | 20,20 $20.81 | (9 ® @
24,011 () 20.80 1 20.19| 30.26 3L53| (® O] ®)
26.50 { () 23.88 | 30.39 | 30.99 | 3194 | (% ® ®)
.44 (2 2471 ] 3L70| 3L.55{ 3244 (9 ) ¢
34.04 | (1 30.86 | 3514 | 34.25| 3274} () ] [y
2731 @ 3502 | 41.80 | 38.65) 33.97| () (7 0]
49.30 (?) 41.62 | 48.13 | 43.68 | 36.30 (3) () Q]
52,071 (® 51.27| 52.18| 46.06 ] 38.39| ®) ®
49.05 | (@) 52.25 | 53.73| 45691 ® O] ®

1948—
First half ___{ 52.94 | 55.47 | 49.88 | 69.61 | 66.62 658,71 | 48.15| 54.83 | 43.06 30. 81
Second half...| 55.26 | 58.60 | 51.32} 73.42 | 70.83 |859.57 | 49.66 | 56.18 | 44.60 31.96
First half____| 54.64 | 57.90| 50.80 ; 70.94 | 70.80 ; 60.39 [ 50.90 [ 57.23 | 45.56 32.60

Second half7__| 54.95 | 57.78 | 51.95( 53.40 1 71.42| 61.33 ]| 52.34| 57.73 | 46.568 32.80

September._.| 55.16 | 58.28 | 51.64 | 74.11 | 71.29 | 59.48 ] 49.21 | 55.83 | 44.70 31.78
October._____ 55.60 | 69.50 1 50.91 ( 76.24 | 70.59 | 659.92 | 49.85 | 56.28 | 44.17 32,06
November.._| 55.60 | 59.11| 51.63 | 72.73 | 69.39 | 60.42  5l.42  56.48 | 43.99 32,35
December..__| 56.14 1 59.67 | 51.84 | 76.28 | 72.33| 60.19 | 40.85 | 56.87 | 44.36 32.35

1949—January. ... 55.50 | 568.83 | 51.35| 76.32| 70.88 | €0.21 | 49.84 | 57.24 | 45.51 32.41
February__..| 55.20 | 58.49 | 51.33 | 73.56 | 70.53 | 61.64 | 50.84 | 56.82 | 45.14 32.47
h 54,74 | 57.83 | 51.07 | 70.54 | €9.83 | 60.00 | 50.82| 56.88 | 44.95 32.53

SeptemberT..| 55.72 | 58.84 | 52.50 [952.77 | 70.69 | 60.98 | 52.57 | 57.30 | 46.42| 32.71
October 7.___ 55.26 | 5.03 | 52.51 |963.39 | 7L76 | (0 | 53.33 | 68.26 | 46.06 | 3265
November 7..| 54.45 | 56.85 | 51.7 ® ) ® ® (O] O] ®

; l\N/Iotney p]a;ﬁnents only; additional value of room, board, uniforms, and tips not included.

ot available,

3Not available. Series beginning April 1945 includes only employees subject to provisions of the Fair Labor
Standards Aect and is not comparable with preceding series which includes all employees. Beginning
June 1949 data relate to nonsupervisory employees.

4 Annual average includes retroactive pay increases not included in monthly averages.

8 Not strictly comparable with previous data.

¢ Preliminary average; does not include any retroactive wage payments.

7 Estimates based on incomplete data.

8 Data reflect work stoppages.

¢ 3-day work week.

Nore.—Data are for production workers in manufacturing and mining, hourly-rated employees in rail-
roads, and for all nonsupervisory employees in other industries. Data are for pay roll periods ending closest
to the middle of the month except in railroads where monthly pay roll and employment figures are used.

Adjustments bave been made to levels indicated by unemployment insurance agencies and the Bureau
of Old-Age and Survivors Insurance data through 1947, and have been carried forward from 1947 bench
mark levels, thereby providing consistent series. .

The monthly average for each year except 1949 has been weighted by man-hours and therefore does
not agree with the straight arithmetic average of the monthly or half year data.

Bource: Department of Labor.
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TaBLE C~12.—Auverage hourly earnings in selected industries, 192949

Manufacturing
Bitumi- ill]iui]d- Ctlass I Tel
. nous [ing con-| steam | Tele-
Period Dura- | Non- | coal ['strue- | rail- | phone | 522
Total | ble |durable| mining| tion | roads ¥

goods | goods

‘Whole- Retail Hotels

(year
trade | on )t

1948:—First half_...| 1.316 | 1.369 | 1.253 | 1.837 | 1.800 |€1.272 | 1.235| 1.344 [ 1,072 .695
Second half_.| 1.384  1.451 | 1.303 | 1.954 | 1.891 [61.296 | 1.262 ) 1.374 | 1,105 W722

1949:—First half__.[ 1.402 | 1.468 1 1.324 ) 1.943 { 1,928 | 1.346 } 1.325 | 1.409 | 1.132 .737
Second half’..{ 1.399 | 1.469 | 1.325 | 1.932  1.934 | 1.421 | 1358 | 1.417 | 1.146 744

1,356 | 1.236 | 1.842 | 1.766 | 1.279 | 1.239 ; 1.321 } 1.057 690
1.359 | 1.247 | 1.823 | 1.701 | 1.302 | 1.236 ) 1.342 ) 1.063 .
1.361 | 1.248 | 1.845 | 1.786 ( 1.262 [ 1.226 | 1.332 | 1.062 690
1.365 | 1.260 | 1.817 | 1,804 | 1.258 [ 1,228 | 1.345| 1075 695
1.374 | 1.262 | 1.843 § 1.815| 1.272; 1.242 | 1.364 | 1.082 .'701
1,396 | 1.273 | 1.853 | 1.836 | 1.259 | 1.236 | 1.359 | 1.090 .704
1.417 § 1.284 | 1.937 | 1.862 | 1.263 | 1.237 | 1.367 [ 1.099 .710
1,441 ) 1,203} 1,961} 1,874 1.278 ) 1,229 1.366  1.103 .
1.457 { 1.304 | 1.971 | 1.895| 1.203 | 1.249 | 1.365| 1.112 .724
1.462 | 1,302 | 1.945) 1.892 ] 1.207 | 1.262§ 1.376 ) 1.107 727
1.463 | 1.317 | 1.955 | 1.906 | 1.322 | 1.305| 1.381 [ 1.108 732
1.466 | 1.319 | 1.956 | 1.915 | 1.320 } 1.288 | 1.387 | 1.098 .732
1.467 | 1.327 | 1.947 ) 1.918 | 1.333 | 1,208 | 1.403 | 1.132 735
1.466 | 1.323 | 19411 1,930 | 1.343 [ 1.317 | 1.403 | 1.123 738
1.464 | 1.323 [ 1,938 [ 1.9 1,318 | L3827} 1.401 | 1.121 731
1.467 | 1.321 | 1,934 | 1.934 | 1.359 | 1.324 | 1407} 1.127 L7132
1,467 | 1.323 | 1.946 | 1.930 | 1.367 | 1.343 | 1.421 | 1.141 .788
1475 | 1.@ 1.951 | 1.924 | 1.354 | 1.340 | 1.416 | 1.147 745
1.477 | 1.3321 1.910 | 1.922 | 1.369 | 1.348 | 1.426 | 1.148 746
1.473 | 1319 | 1.897 | 1.932 | 1.354 | 1.343 | 1.403 | 1.146 745
1.482 | 1.328 | 1,940 1.940 [ 1.540 | 1.362 | 1.410 | 1,149 . 745
- . 1.458 | 1.326 | 1.981 | 1.943 Q) 1,378 | 1.428 | 1,143 . 742
November,?....| 1.389 | 1.454 [ 1.321 O] O] @ ® ® @ ®

; llzrflotney pla%rlnents only; additional value of room, board, uniforms, and tips not included.

ot available.

3 Not available. Series beginning April 1945 includes only employees subject to provisions of the Fair
Labor Standards Act and is not comparable with preceding series which includes all employees. Beginning
June 1949 data relate to nonsupervisory employees.

4 Annual average includes retroactive pay increases not included in monthly averages.

8 Not strictly comparable with previous data.

¢ Preliminary average; does not include any retroactive wage payments.

7 Estimates based on incomplete data.

NoTE.—Data are for production workers in manufacturing and mining, hourly-rated employees in rail-
roads, and for all nonsupervisory employees in other industries. Data are for pay roll periods cnding closest
to the middle of the month except in railroads where monthly pay roll and employment figures are used.

Adjustments have been made to levels indicated by unemployment insurance agencies and the Bureau
of Old-Age and Survivors Insurance data through 1947, and have been carried forward from 1947 bench
mark levels, thereby providing consistent series. A

The monthly average for each year except 1949 has been weighted by man-hours and therefore does not
agree with the straight arithmetic average of the monthly or half year data.

Source: Department of Labor.
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TasLe C-13.—Average weekly hours in selected industries, 1929-49

Manufacturing Bui
Bitumi-| B9 | Class T
Period N nons com- steaj}lm ’Il‘lele- WS];i)ée- Ittetgil H(s?;gi‘s
on- | coa rail- | phone rade
Total D%x;a(;asle durable| mining Sggg‘ roads trade round)
& goods

4.2 0] O] 38.4 O] 44.8 (0] ® ® O]

4211 O O} 8.5 (O 43.17 O m ® (O}

40.5 0] 0] 28.3 0] 411 ") m (O] Q]

38.3 32.6 41.9 27.2 (1; 38.9 [O) (O] [0} O]

38.1 34.8 40.0 29.5 (1 38.8 (O] O] (O] m

34.6 33.9 35.1 27.0 28.9 40.4 Q)] o » O]

36.6 37.3 36.1 26.4 30.1 411 ) m Q] (O]

39.2 41.0 37.7 28.8 32.8 42.5 [0} Q)] (O} Q)]

38.6 40.0 37.4 27.9 33.4 43.2 38.8 (O] Q)] (O]

35.6 35.0 36.1 23.5 32.1 42.5 38.9 Q] (W) [Q)

37.7 38.0 37.4 271 32.6 43.4 30.1 O] Q)] o

38.1 39.3 37.0 28.1 33.1 44.0 39.5 ] (O] Q]

40.6 42.1 38.9 3L1 34.8 45.6 40,1 Q)] (O] m

42.9 45,1 40.3 32.9 36.4 46.9 40. 5 ) (O] O]

4.9 46.6 4.5 36.6 38.4 48.7 41.9 Q)] Q)] ")

45.2 46.6 43.1 43.4 39.6 49.1 42.3 Q) (O] (O]

43.4 441 42.3 42.3 39.0 48.5 ) (O] m m

40.4 40.2 40.5 41.6 38.1 45.9 39.4 ) O] (O]
40.4 40.6 40.1 40.7 37.6 46.3 37.4 41,0 40,3 45.2
40.1 40.5 39.6 37.71 3373 46.1 39.2 40.9 40.3 44,3
39.1 39.4 38.8 32.9 36.8 4.4 38.5 40.7 40.4 44.2
1948—First half....| 40.2 40.5 39.8 37.9 37.0 46.2 39.0 40.8 40.2 4.4
Secondhalf...| 39.9 40.4 39.4 37.6 37.5 46.0 39.4 40.9 40.4 4.2
1949—First half_. .. 39.0 39.5 38.4 36.5 36.7 4.9 38.4 40.6 40.3 44.3
Second half4..| 39.3 39.3 39.2 27.6 36.9 43.4 38.6 40.8 40.6 44.0
1948—January_..... 40.6 40.9 40.1 40.8 37.1 46.6 38.9 40.8 40.2 43.9
February . 40.2 40.5 39.9 | 838.7 36.4 46.5 38.6 41.0 40.4 44.9
Mar_ch. 40.4 40.8 39.9 40.4 36.9 46.7 38.7 40.7 40.0 44,2
April. 40.0 40.4 39.6 | §27.4 36.7 45.2 38.9 40.8 40.1 44.4
May. 39.9 40.1 39.6 40.3 37.0 45.0 39.4 40.9 40.0 44.4
June. 40.2 40.5 39.8 39.6 37.9 46.9 39.5 40.8 40.4 44.3
July.. 39.81 39.9| 39.6] 53341 37.8) 461 39.8| 40.8| 410 4.2
August._.._.. 40.1 40.6 39.5 39.0 37.8 46.3 39.4 40.9 41.1 4.8
September. __ 39.8 40.0 39.6 37.6 37.6 46.0 39.4 40.9 40. 2 43.9
October.____. 40.0 40.7 39.1 39.2 37.3 46.2 39.5 40.9 39.9 44.1
November. .. 39.8 40. 4 39.2 37.2 36.4 45.7 39.4 40.9 39.7 4.2
December. ... 40.1 40.7 39.3 39.0 37.8 45.6 38.7 41.0 40.4 44.2
39.5 40.1 38.7 39.2 37.0 45.2 38.4 40.8 40.2 4.1
39.4 39.9 38.8 37.9 36.5 45.9 38.6 40.5 40,2 4.0
39.1 39.5 38.6 36.4 36.1 45.5 38.3 40.6 40.1 44.5
38.4 39.0 37.6 37.4 36.4 46.0 38.2 40.6 40.2 44.2
38.6 39.0 38.1 37.5 37.2 44. 4 38.6 40.7 40.3 4.7
38.8 39.2 38.5 1 530.7 37.1 42.3 38.4 40.6 40.5 4.1
38.8 38.8 38.7 1 €251 37.1 44.1 38.5 40.8 40.9 4.1
2! 39.1 39.3 38.9 | 626.1 37.2 46. 4 38.4 40.7 40.9 44.2
September 4__ 39.6 39.7 30.6 1 627.2 36. 4 39.6 38.6 40.7 40. 4 43.9
October ¢ .. __ 39.7 30.8 39.6 | 5320 36.9 Q) 38.7 40.8 40.3 44.0

November 4._| 39.2 39.1 39.2 o )] 0] ) Q) 0] 0]

1 Not available.

2 Average for year not available because new series was started in April 1945, Beginning with June

1949 data relate to nonsupervisory employees only.
3 Not comparable with previous data.
4 Estimates based on incomplete data.
8 Data reflect work stoppages.

8 3-day workweck.

Note.—Data are for production workers in manufacturing and mining, hourly rated employees in rail-
roads, and for nonsupervisory employees in other industries. Data are for pay roll periods ending closest
to the middle of the month except in rajlroads where monthly pay roll and employment figures are used.

Adjustments have been made to levels indicated by unemployment insurance agencies and the Burean
of Old-Age and Survivors Insurance data through 1947, and have been carried forward from 1947 bench
mark levels, thereby providing consistent series.

The monthly average for each year except 1949 has been weighted by man-hours and therefore does not
agree with the straight arithmetic average of the monthly or half year data.

Source: Department of Labor.
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TaBLE C-14.—Physical production index of goods and selected services, 1929-49
[1935-39==100 1}

Production of goods sglé?:(tigftsi&%&gs
Porlod Total | 4o | Nonagricultural production Tele-
pro- | 8T Indus Trans- | phone
duction|® 0r® sl | Con- |Electriell por- | end
of g PR | Total | i | struc- land gasl| tation | tele-
“goods on D! tion tion |utilities graph
100.0 19.5 78.0 65.6 9.0 12030 | P PO,
[ 100.0 81.6 1.1 2 | S SR,
112 97 116 110 180 88 117 110
96 95 97 91 153 87 104 106
85 104 81 75 124 84 89 101
69 101 62 58 79 76 73 91
72 93 68 69 53 7 76 84
74 79 73 75 58 81 83 86
87 96 85 87 69 87 88 920
103 103 101 97 101 a8
i 108 112 113 106 104 110 102
93 105 89 101 100 95 102
110 106 110 109 123 111 106 108
123 110 126 125 133 123 117 116
154 114 164 162 182 141 146 126
187 128 201 199 202 158 185 135
207 125 227 239 112 183 220 143
201 130 218 235 60 191 230 147
178 129 190 203 68 187 217 158
162 134 169 170 128 188 198 182
176 129 187 187 147 214 208 196
184] 40| 195 1s2] 174| 243l 209 207
175 138 184 175 182 247 191 O]
] (%) 196 192 171 242 2| ®
Q] O] 196 192 179 244 208 *)
[§) ) 187 181 172 249 197 [OM
0] ®) 180 170 191 245 85| (%
£

1 All half year data have been seasonally adjusted except the electric and gas utilities for which no satis-
factory adjustment factor is available, 2 SRR [ =)

2 Comguted from the Department of Commerce national income data, The weight factors are percent-
ages of the national income for each industry to the total for the 5 industries. The agriculture weight ex-
cludes net rents paid by landlords living on farms, imputed rents and subsidy payments. The weight
for construction has been adjusted to include force account and other constructior done outside of the con-
tract construction industry, the weights for other industry groups to exclude such construction. Manu-
factures and minerals of the industrial production index were weighted into the total indexes separately
but only the total industrial production index is shown here. See appendix table C-15 for the individual
components of the index of industrial production.

3 Estimates based on incomplete data.

¢ Not available.

§ Becalése of the extreme seasonal nature of agricultural crop production, only an annual index has been
computed.

NoTE.—A composite index of production of goods and services has not been compiled because of the
inadequate data for measuring the production of services. The only service preduction data used were for
transportation and for communications by telephone and telegraph. Data for measuring such services
as wholesale and retail trade, finance, insurance, real estate, government, and communication other than
telephone and telegraph were inadequate for separate indexes and for an index for all services other than
transportation, telephone, and telegraph.

Sources: Based on the following data:

Agricultural production: Department of Agriculture index of farm output which measures the physical
volume of farm production for human use.

Industrial production: Federal Reserve index of industrial production.

Construction: Department of Commerce value of new construction activity deflated by their index of
construction costs and converted into relatives with 1935-39 as 100.

Electric and gas utilities: Based on the following series: Electric power produced by utilities as reported
by the Federal Power Commission, and sales of manufactured and mixed gas to consumers as reported by
the American Gas Association. The two series are converted into relatives with the average for the period
1935-39 as 100. The relative series are combined into an index with electric power given a weight of 85
and gas 15. the respective percentages of the revenues of each of the utilities to the total revenues produced
by both in the base period 1935-39.

Transportation: Department of Commerce index of transportation.

Telephone and telegraph' Based on Department of Labor production indexes for 1935-48 and on o series
of Works Progress Administration for 1929-34. Tbese indexes are for class A telephone carriers and the
%)irinci al wige-itelegraph and ocean-cable carriers which file annual reports with the Federal Communica-

ons Commission.
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Tasre C-15.—Industrial production index, 1929-49
{1935-39=100, seasonally adjusted]

Total Manufactures
Period industrial Minerals
production | moeat | Dyrable {Nondurable
110 110 132 93 107
g1 90 ] 84 93
75 74 67 79 80
58 57 41 70 67
69 68 54 79 76
75 74 65 81 80
87 87 83 90 86
103 104 108 100 99
113 113 122 106 112
89 87 78 95 97
109 109 109 109 108
125 126 139 115 117
162 168 201 142 125
199 212 279 158 129
234 258 360 176 132
235 252 353 171 140
203 214 274 166 137
170 177 192 165 134
187 194 220 172 149
192 198 225 177 155
175 183 201 168 134
1948—Firsthalf ... . 192 199 224 178 153
Second half. ... . ___________ 192 198 226 176 157
1949—TFirst half .o 181 188 214 167 143
Second half ' .. ... ... 170 178 188 169 126
1948—JaNUATY . oo e 193 201 229 178 154
February. 194 201 226 180 155
March. .. 191 200 229 17 142
April 188 195 217 177 147
192 197 221 178 162
192 198 222 179 159
186 192 219 169 153
191 197 223 177 159
192 199 225 178 156
195 202 231 179 158
195 201 229 178 161
192 199 231 173 156
191 198 227 175 149
189 196 225 178 149
184 193 223 168 136
179 184 212 162 148
174 179 201 161 145
169 176 194 161 133
161 168 185 154 123
- 170 177 193 165 129
September. 174 184 199 172 119
October. ___ 166 176 175 177 112
November ! 171 177 180 175 139
December ! 176 184 199 172 131

t Estimates based on incomplete data.

Source: Board of Governors of the Federal Reserve System,
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TasLE C~16.—New construction activity, 1929—-49

[Value put in place, millions of dollars]

Private construetion

Public construction

By fs«:ouéce of By ttypetgf con-
unds struction
ow Sene | Nom- | Pub. —
Period con- | Total | tial | TSl | HC | rrotg) M-
struc- | pri- |build-| G | "IV | pub- State [lang i Other
tion t| vate | ing i ¥ lic [ Feder- 4. High-
(non- b}nl(%- fand al land] erally % ways plqb-
ing arm ocal il nance ic
farm)? indus-
trial
1929 - 9,873 | 7,476 { 2,797 | 2,822 | 1,857 | 2,397 237 { 2,160 1911,25¢ ) 1,124
1,446 | 2,099 | 1,720 | 2,777 338 | 2,439 201 1,505 1 1,243
1,228 | 1,104 | 1,043 | 2,592 451 | 2,141 40 11,351 | 1,201
462 499 506 | 1,823 510 | 1,313 34 661 828
278 404 330 | 1,364 562 812 38 809 517
361 455 419 | 1,570 720 850 58 826 686
665 472 539 | 1, 554 828 726 39 709 806
1,131 712 707 12,286 1 1,262 | 1,024 33 927 1 1,326
1,372 | 1,088 930 | 2,007 | 1,154 @ 3% 902 1 1,156
1,511 764 801 | 2,110 989 | 1,121 74 858 | 1,178
2,114 785 909 | 2,499 | 1,257 | 1,242 148 867 | 1,484
2,355 1 1,028 | 1,007 | 2,652 | 1,397 | 1,255 549 882 1 1,221
2,765 | 1,486 | 1,175 | 5,064 | 3,853 | 1,211 2, 800 800 | 1,364
1,315 635 | 1,057 {10,405 | 9. 544 861 8,453 616 | 1,336
650 232 862 | 6,040 | 5,614 426 4,218 420 1 1,402
535 350 938 | 2,313 | 1,912 401 1,344 346 623
684 11,014 | 1,018 | 2,092 | 1,558 534 1,160 386 546
3,183 | 3,346 | 1,724 | 2,211 | 1,096 | 1,115 272 778 | 1,161
5260 | 3,131 | 2,788 | 3,145 | 1,181 | 1,964 228 | 1,300 | 1,616
14,563 1 7,223 1 3,578 | 3,762 | 4,212 | 1,339 | 2,873 157 {1,585 | 2,470
14,058 | 7,025 | 3,178 | 3,856 | 5,270 | 1,588 | 3,682 120 | 1,670 | 3,480

Totals for period, not

adjusted for seasonal variation

1948—First half._.__| 8,159
Second half___}10, 616
1949—First half__... 8,413
Second half 4._|10, 916
1948—Janusary. . 1,180
Februar; 1,049
March 1,226
April_ 1,378

May 1, 572

June. 1,754
July.. --| 1,874
August. ... 1,934
September.._.| 1,901
October___._.._ 1,814
November....| 1,646
December. .. .| 1,447
1949—Januvary .._.__ 1,293
February..__. 1,172
March........ 1,267

April. ... 1,370

f: )R 1,576
June..___.._.. 1,735
July.ceoeeeeo. 1,833
August_______ 1,903
September..._| 1,922
October....... 1,879
November ¢_._| 1,767
December ¢._.| 1,612

6,519 | 3,257 | 1,640 { 1,622
8,044 | 3,066 | 1,938 | 2,140

6,184 | 2,870 | 1,594 | 1,720
7,875 | 4,155 | 1,584 | 2,136

1,640
2,572

2,229
3,041

472
387

521
818

658
030

1,119
1,754

1,671
2,111

120

81
76

49
71

1 Excludes construction expenditures for crude petroleum and natural-gas drilling, and, therefore does
not agree with the new construction expenditures in the gross national product.
31939 and subsequent years are not comparable to nonfarm residential construction in table C-3 since
this series excludes certain outlays incident to construction which have been included in gross private

domestic investment

3 Excludes farm and public utility; for 1929-32 includes negligible amount of public industrial and com-
mercial building not segregable,
¢ Estimates based on incomplete data.

Sources: Department of Commmerce and Department of Labor,
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Tasre C-17.—Business expenditures for new plant and equipment, 1929-50

[Millions of dollars]
Manufacturing and mining| Transportation Com-
Period Total ! Elc(aictric mer(‘:lial
eriod otal Manu- and gas an
5 Rail- utilities | miscel-
Total | factur- |Mining Other
ing road laneous ?
1929, .. 9,165 | 3,506 (O] (O] 840 * O] 4,729
2,541 ® ® 865 ® Q] 4,204
1,435 ® ® 360 | 0 [0} 2,917
930 ® 0] 64 0] 1,514
992 0] ® 101 O] 0] 1,044
1,460 ® ® 218 ® O] 1,402
1,790 ) @ 166 * ?) 1,782
2,450 ® ® 306 Q] 4) 2,321
3,330 ®) Q) 525 (O] (9 2,875
1,830 C] (0] 238 €] 0] 2,462
2,310 1,930 380 280 480 1, 850
3,140 2, 580 560 440 390 550 1,980
4,080 3,400 680 560 340 710 2,490
8,170 2,760 410 540 260 680 1,470
2,610 2,250 360 460 190 540 730
2, 890 2,390 500 580 280 490 970
3, 650 3,210 440 550 320 630 1,480
6,470 5,910 560 570 660 1,040 3,300
8,150 7,460 690 910 800 1,900 4,430
9, 140 8,340 800 | 1,320 700 2, 680 5, 390
7, 860 7,130 730 | 1,340 510 3,160 5, 040
Annual rates, not adjusted for seasonal variation
1948—Firsthalf _._______.____. 17,980 | 8,640 7,880 760 | 1,160 740 2, 280 5,160
Second half______________ 20,480 | 9,660 8,820 840 | 1,460 680 3,080 5, 600
1949—TFirst half._ 18,240 1 8,220 7,460 760 | 1,480 540 2,920 5,100
Second hal 17,580 | 7,500 6, 800 700 | 1,200 480 3,380 5,020
1948—~First quarter. . 16,680 | 7,920 7,200 720 | 1,080 720 2, 000 4,960
Second quarter 19,280 | 9,360 8, 560 800 | 1,240 760 2, 560 5,360
Third quarter. 19,320 | 9,160 8, 360 800 | 1,280 680 2,760 5, 440
Fourth quarter__ 21,640 | 10,160 9,280 880 | 1,640 680 3, 400 5,760
1949—First quarter.... 17,840 | 8,160 7,400 760 | 1,440 520 2,720 5,040
Second quarter. . 18,640 | 8,280 7,520 760 | 1,520 560 3,120 5,160
Third quarter. .. 17,440 | 7,480 6, 760 720 1 1,240 520 3,160 5,040
Fourth quarter 5__. 17,720 | 7,520 6,840 680 | 1,160 440 3,600 5,
1950—First quarter 8_____._____ 15,280 | 6,720 6, 080 640 880 320 2, 960 4,440

1 Excludes agriculture.

? Commercial and miscellaneous includes trade, service, finance, and communication for all years shown.
Prior to 1939, miscellaneous also included transportation other than railroad, and electric and gas utilities
which are not available separately for these years.

» 3 Not available separately for years prior to 1939.

# 4 Included in commercial and miscellaneous prior to 1939, X

#'s Estimates for fourth quarter of 1949 and the first quarter of 1950 are based on anticipated capital expend-
itures of business.

Note.—These figures do not agree with those shown in ecolumn 2 of table C-3 and included in the gross
national product estimates of the Department of Commerce, principally because the latter cover certain
equipment and construction outlays charged to current expense. Figures for 1929-44 are Federal Reserve
Board estimates based on Securities and Exchange Commission and other data.

Detail will not necessarily add to totals because figures are rounded to the nearest $10,000,000.

Sources: Securities and Exchange Commission and Department of Commerce (except as noted).
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TasLe C-18.—Inventories and sales in manufacturing and trade, 1939-49

[Adjusted for seasonal variation]

Manufacturing Wholesale trade Retail trade

Millions of |Ratiooff Millions of |[Ratiooff Millionsof |Ratioof
Period dollars average| dollars average dollars average
inven- inven- inven-
1 tories t}‘x) In toriestgo I tories Bo
nven- mont ven- month-| Inven- month-
tories ! Sales 2 1y sales$| tories! Sales 2 1y sales3| tories ! Sales # 1y sales?
b1 1 IR 11,465 | 5,100 211 | 3,175 | 2505 1.21 | 5,532 | 8,504 153
1940 o cnceemaeaas 12,819 | 5,852 2.06 | 3,325 | 2802 1.16 | 6,040 | 3,866 1.47
L 16, 96 8,168 1.78 | 4,182 3,620 1.03 ] 7,630 | 4,624 1.46
. 287 1.77 | 3,858 | 4,012 1,02 7,868 | 4,803 1.7
L5 3 4,213 0.86 | 7,361 | 5,277 1.38
1.45 3,080 | 4,561 0.8 { 7,400 | 5735 L31
1.48 | 4,638 | 4,083 0.82 7,543 | 6,315 1.20
1.65 1 6,665 | 6,601 0,81 | 11,226 | 8,358 111
1.64| 8653 | 7,754 1.03 { 13,221 | 9,909 122
1.68 1 9,511 | 8355 1,09 | 14,969 | 10,837 1.32
1948—Firsthalf .. _____._... 32,211 | 18,686 1.65} 8926 | 8378 1.05 | 14,349 | 10,742 1,30
Second half._____..__. 34,0686 | 19,310 172 9,511 | 8,358 1.13 | 14,969 | 10,932 135
1949—First balf .. ... _._. 33,250 | 17,980 1.89| 9,002 7,662 1,22 | 14,182 | 10, 696 1.36
1948—~—January . -oo._...._.. 30, 044 3 1641 8,605 8352 1.04 | 13,662 | 10,590 1.27
February. 30,318 | 18,470 1.63 ) 8719} 8148 1.07 | 14,006 | 10,597 1.31
March. . 0, 686 | 18, 761 1.63{ 8,669 | 8433 1.03 | 14,253 { 10, 809 131
April. 31,040 § 18,631 1.66 | 8773 | 8415 1.04 | 14,156 | 10,962 1.30
May.. 31,491 | 18,574 1.68 1 8811 §240 1.07 | 14,089 | 10,640 1.33
June._. 32,211 | 19,454 1.64| 8926 8685 1.02 { 14,349 | 10, 855 1.31
July. 32,680 | 18,972 171 9,177 | 8,630 1.05 | 14,372 | 10,949 1.31
August... 32,841 | 19,652 1. 66 ,420 | 8,522 1,09 | 14,490 | 11,030 1.31
September.. 33,380 | 19,902 1.66 | 9,581 | 8489 1.12 § 14,877 | 10, 961 1.34
October...... , 528 176 9,730 | 8,083 1.19 § 14,937 | 10,899 1.37
1.75| 9,714 | 8236 1.18 | 15,027 | 10, 763 1.39
L7811 9,511 | 8158 1.18 14,969 | 10,987 1.37
191 9,464 | 7,723 1,23 | 14,659 { 10, 592 1.40
1,890} 9,479 7,680 1.23 | 14,479 | 10,686 1.36
1.86 1 9,203 7,8% 1.19 | 14,700 | 10, 705 1.36
1.93 9,330 | 7,422 1.25 | 14,458 | 10, 790 1.35
1901 9,153 7, 539 1.23 | 14,139 | 10,738 1.33
1.8 | 9,002 7,718 1.18 | 14,182 | 10,663 1.33
.92 9,091 7,158 1.26 | 13,862 | 10,521 1.33
169 | 9,061 | 7,697 118 | 13,932 | 10,644 1.31
1.66 | 9,18 | 7,672 1.20 | 14,355 | 10,824 131
1.841 9,220 7, 166 1.28 | 14,478 | 10,647 1.35

L7t O ® 0] ® 1106301 &

1 Book value, end of period.
2 Monthly average shown for year and half year and total for month,

3 Average inventories based on centered averages of month-end figures.
¢ Estimates based on incomplete data.

§ Not available.

NoTE.—The inventory figures in this table do not agree with the estimates of *‘change in business inven-
tories” included In the gross national product since they cover only manufacturing and trade rather than ail
business, and show inventories in terms of current book value without adjustment for revaluation.

Source: Department of Commerce.
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TABLE C-19.—Manufacturers’ inventories by stage of fabrication”and as ratios to sales, 194649

[Not adjusted for seasonal variation]

Durable goods Industries

Nondurable goods industries

Book value of
inventories at
end of period

Ratio of aver-
age inventories

Book value of
inventories at
end of period

Ratio of aver-
age inventories

et to monthly p to monthly
(billions of f (billions of
Period dollars) sales doliars) sales!
Mate- Mate- Mate- Mate-

rials | pin. | Hals | opyg | oTials | opyy g oriels gy

goods ished goods ished goods ished goods ished

in goods n goods in goods in goods

process process process process

9.0 2.7 1.58 0.50 8.8 4.5 0.92 0.47
10.3 3.8 1.45 .50 10.3 5.6 .92 .61
11.4 4.7 1.37 .53 10.8 7.3 .95 .58
1048—First half.___ ... 10.7 4.2 1.38 .63 10.5 6.4 .96 .54
Second half___________________. 1.4 4.7 1.36 .53 10.8 7.3 .95 .61
1949—TFirst half ... .. ... 10.4 5.2 1.48 .67 10.0 7.2 1.03 .72
10.3 3.9 1.45 .54 10.3 5.8 .94 .52
10.4 4.0 1.44 .55 10.4 5.8 .97 .56
10. 4 4.1 1.27 .49 10.5 5.8 .92 .51
10.5 4.2 1.36 .54 10.6 5.8 .97 .53
10.7 4.2 1,42 .57 10.6 6.1 1,00 .56
10.7 4.2 1.34 .83 10.5 6.4 .95 .56
11.0 4.2 1.54 .59 10.6 6.7 1.02 .63
1.1 4.2 1.38 .63 10.7 6.8 .92 .59
11.2 4.3 1.30 .60 10.6 7.0 .90 .58
11.2 4.4 1.30 .51 10.9 7.0 .90 .59
November. 11.3 4.5 1,36 .54 10.8 7.2 .96 .63
December. ..o i1.4 4.7 1.32 .53 10.8 7.3 .99 .67
1949— 11.6 4.9 1.56 .65 10.7 7.4 1.05 .72
1.5 5.0 1. 56 .67 10.6 7.3 1.06 .73
11.4 5.2 1.40 .62 10.4 7.3 .96 .67
11.3 5.2 1.49 .68 10.2 7.2 1.04 W72
10.8 5.3 1.51 .72 10.2 7.1 1.04 .73
10.4 5.2 1.38 .68 10.0 7.2 1.02 .73
10.1 5.1 1.54 .78 10.0 7.1 1.09 .78
9.9 4.9 127 .63 9.9 7.1 .90 .64
9.5 4.7 L2 .60 9.7 7.0 .87 .62
9.4 4.5 1.36 .65 9.7 7.2 .87 .64

1 Ratios based on centered averages of month-end figures.
2 Estimates based on incomplete data.

Source: Department of Commerce,



TaBLE C-20.—Sales, stocks,”and oulstanding orders at 296 department stores, 1939~49

Millions of dollars 1
Period Out- Rati(;( of Raaio of Raaio of
erio Sales Stocks | standing stocks orders orders
(total for | (end of | orders to sales | to sales | to stocks
month) | month) | (end of
month)
Monthly average:
29839 e e cemecaan 128 344 ® 2.69 ® ®
136 353 108 2.60 0.79 0.31
156 419 194 2.69 .24 .46
179 599 263 3.35 1.47 .44
509 530 2.50 2.80 1.04
227 535 560 2.36 2.47 1.05
255 563 729 2.21 2.86 1.29
318 715 909 2,25 2.86 1.27
337 826 552 2.45 1.64 .67
353 912 465 2.58 1.32 .51
314 877 359 2.79 114 .41
1948—Firsthalf___..___._ ... ... 317 895 462 2.82 1.48 .52
Second half. . 388 929 467 2.39 1.20 .50
1949—First half__ 306 864 301 2.82 .98 .35
S d half 325 892 427 2.74 1.31 .48
1948—JaNUATY - - . o iecacaiceen 272 799 629 2.4 2.31 .79
February 264 890 571 3.37 2.16 .64
March. 356 954 416 2.68 1.17 W44
Aprilo e 333 943 357 2.83 1.07 .38
May 339 918 338 2.71 1.00 .37
June 337 868 460 2.58 1.36 .53
July... 270 835 550 3.09 2.04 .66
August. . 899 537 3.04 1.81 .60
September. 359 947 539 2.64 1.50 .57
October_ .. . oo 389 1,011 507 2.60 1.30 .50
November.. ..o 415 1,057 379 2.55 .91 .36
December. . s 599 821 202 1.37 .49 .36
1949—January. ... ... 267 790 388 2.96 1.45 .49
February . ..o ceaaae 255 852 378 3.34 1.48 44
Mareh. . cemeeae 320 918 310 2.87 .97 .34
April 347 907 236 2.61 .68 .
ay- 3 804 210 2.73 .64 .
June. 318 824 286 2.59 .90 .35
July... 238 775 399 3.26 1.68 .51
August. . 817 413 2.84 1.43 .51
Septembe: 342 881 510 2.58 1.49 .58
October... 350 975 454 2.79 1.30 47
November 2 .. .l 406 1,011 361 2,49 .89 .36

1 Not adjusted for seasonal variation.
2 Not available.
* Estimates based on incomplete data.

Norte.—These figures represent retail sales, stocks, and outstanding orders as reported by a sample of
296 of the larger department stores located in various cities throughout the country and are not estimates
of total sales, stocks, and outstanding orders for all department stores in the United States. Data are not
available prior to 1939,

Source: Board of Governors of the Federal Reserve System.
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TaBLe C-21.—Consumers’ price index, 1929-49

For moderate-income families in large cities
[1935-39=100}

Fuel,
All t Qh?(t}- E%ouse Miscel
ricity, | fur- iscel-
Perlod ftems | Food lApparell Rent |.nqro! | nish. |laneous
friger- | ings
ation
122,51 132,5 | 1153 | 141.4 ] 1125} 111.7 104.6
119.4 | 126.0 | 112.7 | 137.5 111.4 | 108.9 105.1
108.7 | 103.9| 102.6 | 130.3 108.9 98.0 104.1
97.6 86.5 90.8 | 116.9 { 103.4 85.4 1017
92.4 841 87.9 | 100.7 | 100.0 84.2 98.4
95.7 93.7 96.1 94.4 | 101.4 92.8 97.9
93.1 | 100.4 96.8 94.2 | 100.7 94.8 8.1
99.1 101.3 97.6 96.4 | 100.2 96.3 98.7
1027 | 105.3 | 102.8| 100.9 | 100.2 | 1043 101.0
100.8 97.8 1 102.2| 104.1 99.9 | 103.3 10L.5
99.4 95.2 | 100.5 | 104.3 99.0 | 101.3 100.7
100.2 96.6 | 10L.7 | 104.6 99.7 | 100.5 1011
105.2 | 105.5 | 106.3 106.2 | 102.2 107.3 104.0
116.5 | 123.9 | 124.2 | 108.5 1 105.4 | 122.2 110.9
123.6 | 138.0 1 120.7 | 108.0 107.7 | 125.6 115.8
125.5 | 136.1 | 138.8 | 108.2 | 109.8 | 136.4 121.3
128.4 1 139.1 145.9 | 108.3 | 110.3 | 145.8 124.1
130.8 | 159.6 | 160.2 | 108.6 | 1124 | 159.2 128.8
159.2 | 193.8 | 185.8 1 11L2 | 1211 184.4 139.9
171.2 | 210.2 | 198.0 | 117.4 | 133.9 | 195.8 149.9
169.3 | 202.3 | 190.5 | 120.7 | 147.3 | 189.3 154.6
1948—~FPirsthalf ____________ . 169.1 | 208.3 | 195.7 | 116.4 | 130.8 | 193.9 147.0
Second half. .. . 173.3 | 212.1 ] 200.2 | 118.4 | 137.1 | 197.7 152.9
1949—First half ... 169.6 | 202.6 | 193.3 | 120.2 ] 137.4 | 192.4 154.3
Second half!_ ____________ ... 168.8 | 202.0 187.2 | 121,2 | 137.2 | 185.6 154.9
1948—January 15. . oo ... 168.8 | 209.7 § 192.1 115.9 ; 128.5 | 192.3 146.4
February 15. 167.5 1 204.7 | 195.1 116.0 { 130.¢ | 193.0 146.4
March 15. 166.9 | 202.3 | 196.3 | 116.3 | 130.3 | 194.9 146, 2
April 15__ 169.3 | 207.9 196.4 ) 116.3 | 130.7 | 1%4.7 147.8
May 15. 176.5 | 210.9 | 197.5 116.7 { 131.8 | 193.6 147, 5
June 15. 171.7 { 214.1 196.9 | 117.0 132.6 | 194.8 147.5
July 15.._ 173.7 { 216.8 | 197.1 117.3 134.8 105.9 150.8
August 15.. 174.5 | 216.6 y 199.7 | 117.7 | 136.8 | 196.3 152.4
September 15. 174.5 | 215.2 | 201.0 118.5 | 137.3 | 198.1 152.7
October 15_ . 173.6 | 21L.5 | 201.6 [ 1187 ) 137.8 | 198.8 153.7
November 15_ 172.2 1 207.5 | 201.4 118.8 137.9 198.7 153.9
Pecember 15. . 171.4 | 205.0 200. 4 119.5 137.8 198.6 154.0
1949—TJanuary 15.. ..o __________ 170.9 | 204.8 | 196.5| 119.7 | 138.2 | 196.5 154.1
February 15 169.0 199,7 195.1 119.9 138.8 195.6 154.1
arch 15___ 160.5 | 201.6 | 193.9; 120.1 | 138.9 ] 193.8 154.4
April 15__ 160.7 | 202.8 1 102.5 | 120.3 | 137.4§ 1919 154. 6
May 15 169.2 | 202.4 191.3 120. 4 135.4 189.5 154.5
June 15. 169. 6 204.3 190.3 120.6 135.6 187.3 154.2
July 15___ 168.5 | 201.7  188.5| 120.7 | 135.6 | 186.8 154.3
August 15__ 168.8 | 202.6 | 187.4 | 120.8 | 135.8 | 184.8 154.8
September 15_ 169.6 | 204.2 187.2 121.2 137.0 185.6 155.2
October 15. . _ 168.5 | 200.6 | 186.8 | 121.5 | 138.4 ] 1852 155.2
November 15_.____ . ___________._ 168.6 | 200.8 { 186.3 [ 122.0 | 139.1 185. 4 154.9

1 Estimates based on data available through November 15, 1949

Source: Department of Labor,



TABLE C~22.~—~Wholesale price index, 1929-49

[1926=100]
Other than farm products and foods
=1 o L] < -7
@ 2128 |3 |2 |5 2
2 A S Q S I 5} S
Period £8 Sg) 5 (82|08 3 |=2|%. )8
g k=] =3 < 5183 | 8 20| 2% @
E | B SE| B |gS %8| » (28128 §
SRR LI RECIECIE B P
° @ 3 2 = leztg 2
= 8 5 1= 518 ) 2 lag | o 2
=) g s la |H e |2 m |o®ix =
Monthly average:
19 95.31 104.9| 99.9| 91.6] 109.1] 90.4| 83.0| 100.5) 95.4] 94.0] 94.3| 82.6
86.4| 88.3] 90,5 85.2| 100.0[ 80.3] 78.5| 92.1 89.9| ss.7| 927 77.7
73.0| 64.8] 74.6] 75.0| 86.1| 66.3] 67.5 84.5| 79.2| 70.3| 84.9 69.8
64.8] 482 61.0] 70.2| 72.9] 54.9| 70.3| 80.2} 71.4| 73.9| 75.1| 64.4
65.91 51.4] 60.5| 71.2| 80.9] 64.8 66.3| 79.8 77.0{ 72.1] 75.8 62.5
74.9] 65.3] 70.5| 78.4| 86.6] 72.9] 73.3| 86.9; 86.2| 756.3] 81.5{ 69.7
80.0] 78.8] 83.7| 77.9] 89.6| 70.9f 73.5| 86.4] 85.3| 79.0| 80.6] 68.3
80.8] 80.9 82.1| 79.6] 95.4 7L.5| 76.2| 87.0! 86.7 78.7| 8L.7| 70.5
86.3| 86.4] 85.5] 85.31 104.6] 76.3; 77.6] 95.7| 95.2| 82.6f 89.71 7.8
786l 685 73.6| 87| 928 66.7] 76.5 95.7] 90.3| 77.0| 86.8| 73.3
77.11 65.3] 70.4} 81.3] 95.6] 69.7] 73.1] 94.4] 90.5] 76.0| 86.3] 74.8
78.6] 67.7] 71.31 83.0]100.8f 73.8 71.7| 95.8| 948 77.0[ 88.5[ 77.3
87.3) 82.4f 82.7] 89.0) 108.3} 84.8] 76.2| 99.4]| 103.2| 84.4] 94.3] 82.0
08.8| 105.9] 09.6| 95.5) 117.7| 96.9| 78.5| 103. 8 110.2| 95.5] 102. 4] 80.7
103.1) 122. 61 106.6] 96.9f 117.5| 97.4| 80.8| 103, 8] 111.4| 94.9} 102.7{ 92.2
104.0] 123.3] 104.9] 98.5] 116.7] 98,4} 83.0f 103.8] 115.5] 95.2] 104.3] 93.6
106, 8| 128.2} 106.2| 99.7| 118.1] 100.1| 84.0[ 104.7| 117.8] 95.2{ 104.5| 94.7
121.1} 148.9} 130.7] 109.5] 137. 2] 116.3] 90.1| 115.5] 132.6] 101. 4] 111.6} 100.3
152.1| 181. 2] 168.7] 135. 2} 182. 4] 141.7| 108.7| 145.0( 179.7] 127.3} 131.1{ 115.5
165.11 188.3[ 179.1| 151.0| 188. 8| 149. 8| 134. 2| 163.6| 199.1] 135.7| 144.5| 120.5
154.9] 165, 5] 161.4} 147, 3| 180.5( 140.5) 131.6| 170.0{ 193.4| 118. 8| 145.2] 112.4
1948—First half . ____.._._. 163.7( 190.4| 176.9] 148. 8| 190. 6] 151.0f 131.5| 156. 4 105.3]| 137.3| 142.2| 121.6
Second half_________ 166.6} 186. 4] 181. 3| 153.1{ 187.0} 148 8] 136. 9] 170. 8] 202. 8} 134.1] 146, 8 119.4
19490—First half.______... 157, 4] 170. 5| 163. 2] 149. 4] 180.9] 142, 8| 133. 2| 172. 2| 197.6| 120. 5{ 147.1] 114.7
Second half...._____ 152. 5| 160.5| 159. 7] 145.1| 180.0] 138.2} 130.0] 167.7} 189.2 117.2| 143.3] 110.0
1948—January . .. .co.-oo.- 165.9! 199.2] 179. 8] 148.6| 200.9 149. 4} 130.0} 154.3; 194.1] 130.91 141.3} 123.6
February._ . _...._. 161,0] 185.3] 172.4] 147.9| 193.3] 150.0| 130.9| 155.3| 193.5| 135.7( 141.8] 120.1
151.11 130. 9| 156. 9] 163. 9} 137. 2] 142.0] 120.8
151, 7| 181.5] 157.2) 195.7| 137.5] 142.3] 121.8
152.1} 132.6| 157.1| 197. 0] 136.3| 142.6] 121.5
151, 4} 133.1| 158.6| 197. 41 137. 2| 143. 2] 121.5
150. 8] 135.91 162. 2| 200.0f 135.7| 144.5] 120.3
150. 4] 136.4f 171. 0| 203. 8| 133. 2| 145. 4] 119.7
149. 3} 136.9} 172.0f 204.1| 134.5| 146.6] 119.9
148.3] 137.3| 172 4] 203.7| 135. 5| 147. 5] 119.0
147, 4| 137.6] 173.3] 203.1| 134.4] 148.2| 119.2
146.7{ 137.2f 173. 8] 202. 2| 131.1} 148. 4] 118.6
146.1] 137.1] 175.6| 202.3| 126.3] 148.1} 117.3
145, 2| 135.9] 175. 5| 201.5| 122. 8| 148.3} 115.3
143. 8| 134.3| 174.4| 200.0] 121.1| 148.0f 115.7
142, 2] 132.0] 171, 8| 196.5| 117.7! 147.0] 115.6
140. 5] 130.1{ 168, 4] 193.9| 118.2f 146. 2{ 113.5
139. 2| 129.9| 167.5| 191. 4} 116. 8| 145.1] 111.0
138.0( 129. 9| 167. 9| 189.0{ 118.1] 143. 0] 110.3
138.11 129, 7( 168. 2| 188.2{ 119.7] 142. 9! 109.8
September.. 139.0| 130.0 168.2| 189.4| 117.7| 142.9] 100.6
October 138. 0} 130. 5] 167.3] 189, 2| 116.0; 143.0] 109.0
138.0f 130.0f 167.3{ 189. 5] 116.1{ 143.4{ 108.7
138.4| 130.0] 167.4] 190.0{ 115.6{ 144.7| 111.4

Source: Department of Labor,
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TasrLe C-23.—Indexes of prices received and prices paid by farmers and parity ratio,
1929-49

Pri Prict;s (gyaid
rices {including .
Period received | interest and | Farity ratio!
taxes)
August 1909~ =
July 191 4= 100| 1910-14=100

149 167 89

128 160 80

141 64

68 124 55

72 120 60

90 129 70

109 130 84

114 1277 0

122 133 92

97 126 77

95 124 77

100 125 80

124 132 94

159 150 106

192 162 119

195 169 116

202 172 117

193 121

278 231 120

287 249 115

251 244 103

1948—First half .. _______._____ 291 250 116
Second half_ .. e - 283 249 114
1949—Firsthalf _______.______ ——— - 259 246 1056
Becond half_ . el 244 241 101
1948—January 1. - cm e ceccmamame— e am—nn 307 251 122
February 15. - 279 249 112
Mareh 15, e —e e 283 248 114
April 15.__ 291 249 117

May 15 e 289 250 116
June15. ... 295 251 118
July 15 .. 301 251 120
August 5. ___ .. ___._. 293 251 117
September 15 ... ... 290 250 116
October 15_._.....__ 277 249 111
November 15 _..__. 271 248 109
December 15, . o iceccean 268 246 109
1949—January 15, .. el 268 248 108
February 15 258 245 105

261 246 106

260 246 106

256 245 104

252 245 103

49 244 102

245 243 101

September 15. .. _______....__ 249 242 103
October 15, - e ciemacemcce———en 243 239 101
November 15, 239 240 100
December 15, .. ceicecaeean 236 240 98

1 Ratio of prices received to prices paid (including interest and taxes).
Source: Department of Agriculture.
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TaABLE C-24.—Consumer credit outstanding, 1929-49

[Millions of dollars]
Total Instalment credit oth
ota. er
End of period consx‘liq%er Automobil agggﬁgs cons(linézner
credi utomobile credil
Total sale credit Other !

7,628 3,158 1,318 1,840 1,749 2,721
6,821 2,688 928 1,760 1,611 2,522
5,518 2,204 637 1, 567 1,381 1,933
4,085 1,518 322 1,196 1,114 1,453
3,912 1,588 459 1,129 1,081 1,243
4,389 1,860 576 1,284 1,203 1,326
5,434 2,622 940 1,682 1,292 1,520
6, 788 3,518 1,289 2,229 1,419 1,851
7,480 3,960 1,384 2,576 1,459 2,061
7,047 3, 595 970 2,625 1,487 1,965
7,969 4,424 1,267 3,157 1, 544 2,001
9,115 5,417 1,729 3,688 1,650 2,048
9, 862 5,887 1,942 3,945 1,764 2,211
6, 578 3,048 482 2, 566 1,513 2,017
5,378 2,001 175 1,826 1,498 1,879
5,803 2,061 200 1,861 1,788 1,984
6, 637 2,364 227 2,137 1,981 2,292
10,191 4,000 544 3,456 3,054 3,137
13,673 6, 434 1,151 5,283 3,612 3,627
16,319 8, 600 1,961 6, 639 3,854 3, 865
18, 700 10, 900 3, 200 7,700 3,800 4,000
1948—TFirst half. ... ... 14, 669 7,533 1,602 5,931 3,352 3,784
Second half._....___... 16,319 8, 600 1,961 6,639 3,854 3,865
1949—First half .. _.____.__. 16,124 9,123 2,499 6,624 3,274 3,727

Second half3____.__ ... 18, 700 10, 900 3,200 7,700 , 800 4,0

P
1948—Tanuary - «ocooooocoones 13,374 6,468 1,202 5,266 3,240 3, 666
Febroary...coooooc._. 13,302 6, 548 1,254 5,294 3,061 3, 693
March ... 13,805 6,821 1,367 5,454 3,275 3,709
Aprilo o ol 14,059 7,094 1,468 5,626 3,236 3,729
MaY e 14,311 7,318 1, 536 5,782 3,245 3,748
June.__ ... 14, 669 , 533 1, 602 5,931 3,352 3,784
July .o 14,723 7,738 1,689 6,049 3,185 3,800
August. - oo s 14,916 7,972 1,781 6,191 3,130 3,814
September-____________ 15,231 8,100 1,858 6,332 3,227 3,814
October....._.___..._. 15,518 8, 233 1,889 6,344 3,457 3,828
November. ... 15,739 8,322 1,922 6, 400 3, 557 3,860
December_ ... _...___. 16,319 , 600 1,961 6, 639 3,854 3,865
1949—January .. coocamun.- 15, 748 8,424 1,965 6,459 3, 457 3,867
February.oeceaeoeeoon 15,325 8,339 1,996 6,343 3,169 3,817
March. oo 15,335 8,429 2,105 6,324 3,121 3,785
April _ . 15, 595 8,630 2,241 6,389 3,232 3,733
MaY . cccccmee- 15,843 8,888 2,386 6, 502 3,235 3,720
TN oo oecen 16,124 9,123 2,499 6, 624 3,274 3,727
July oot 16,198 9,335 2,610 6,725 3,123 3,740
August__ .. _____.___ 16,453 9, 622 2, 761 6, 861 3,064 3,767
September..__._______. , 801 9, 897 2, 876 7,021 3,123 3,781
October 4. __.._....__. 17,220 10,162 2, 986 7,176 3,197 3, 861
November3....__...... 17,823 10, 450 3,095 7, 365 3, 454 3,919
December 3. 18,700 10, 900 3, 200 7,700 3,800 4, 000

.1 Includes other sale credit and repair and modernization loans insured by Federal Housing Administra.

won,

¢ Includes single-payment loans of commercial banks, and@ pawnbrokers and service credit.
3 Estimates by Council of Economic Advisers.
4 Estimates based on incomplete data.

Notk.—Detail will not necessarily add to totals because of rounding.

Source: Board of Governors of the Federal Reserve System (except as noted).
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TasLe C-25.—Loans and investments of all commercial banks and weckly reporting member banks,

71929049
[Billions of dollars]

All commercial banks

‘Weekly reporting
member banks

End of period 1

Total
loans

invest-
ments

Loans

Investments

U. 8. Gov-
ernment
obliga-
tions

Total

Other
securi-
ties

Commer-
cial, indus-
trial, and
agricul-
tural loans

Total
loans

1929—Jume 2 . ...

1930—June s ... ..
1931—June 2._

October....
November. .
December. _._....__

August..

September.
October..._
November 6__ -
December4. .. ... .
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1 Q0§

1 Reporting date nearest end of period.

2 June data are used because complete end-of-year data prior to 1936 are not available for U. 8. Government

obligations.

3 Not available grior to May 12, 1937, when the loan classification was revised.

4 Estimates by

ouncil of Economic Advisers,

s Beginning June, reported gross, i. e., before deduction of valuation reserves, instead of net as previously

Te]

ported. .
¢ Estimates based on incomplete data.

Nore.—Detail will not necessarily add to totals because of rounding,
Source: Board of Governors of the Federal Reserve System (except as noted).
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TABLE C—~26,—Adjusted deposits of all banks and currency outside banks, 1929-49

{Billions ot dollarsj
d’l‘o(::a._lt
eposits Demand Curren:
adjusted and ! Time ney
End of period } deposits n outside
currency 3 deposits $
outside adjusted 3 banks
banks
54.6 2.8 28.2 3.6
53.2 21.0 28.7 3.6
47.9 17. 4 26.0 4.5
4.9 15.7 24.5 4.7
415 15.0 217 4.8
46.3 18.5 23.2 4.7
513 22.1 4.2 4.9
56.4 25.5 25.4 5.5
65.8 24.0 26.2 5.6
58.1 26.0 26.3 5.8
63.3 20.8 2.1 8.4
70.0 34.9 27.7 7.3
76.3 39.0 27.7 9.6
01.3 48.9 28.4 13.9
112. 4 60.8 32.7 18.8
130.2 66.9 39.8 23.5
150.8 75.9 48.5 26.5
164.0 83.3 54.0 26.7
170.0 87.1 56.4 26.5
169.1 85.5 57.5 26.1
169.1 85.6 §8.4 25.1
1948~ T anUArY oo e 168.9 86.6 56.5 25.8
February - 167.1 84.6 56.8 25.7
March. 164.0 815 56.9 25.6
April. 165.0 82,7 56.9 25.4
ay.- 165.1 82.8 56.9 25.4
June._ 165.7 82.7 57.4 25.6
July.. 166.0 83.3 57.3 25.5
Auvgust. . 168.7 83.8 57.3 25.6
September. 166.9 83.9 57.3 28.7
October ... 168.1 85.1 57.3 25.7
November. 168.1 85.2 57.0 25.9
December.. .. iieicieios 169.1 85.5 57.5 26.1
168.2 85.4 57.6 25.2
166.3 83.4 57.8 25.1
164.2 8L.1 58.0 25.1
165. 5 82.4 58.1 4.9
165.7 82.6 58.2 25.0
165.6 82.2 58.4 25.0
166.3 83.1 58.4 24.9
166.9 83.4 58.3 25.1
166. 6 83.3 68.4 4.9
168.0 84.6 88.4 4.9
November §__ 168.6 85.8 58.0 25.1
December 4. . ecciciccracnn 170.1 86.7 58.2 25.2

1 Reporting date nearest end of period,

2 Tueludes demand deposits, other than interbank and U. 8. Government, less cash items in process of

collection.

8 Includes deposits in commercial banks, mutual savings banks, and Postal Savings System.

4 Estimates by Council of Economic Advisers.
3 Estimates based on incomplete data.

No1TE.~Detail will not necessarily add to totals beeause of rounding.

Source: Board of Governors of the Federal Reserve System (oxcept as noted).
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TasLe C-27.—Estimated ownership of Federal securities, 1939-49

[Billions of dollars—par values 1]

Gross debt and guaranteed obligations outstanding
Held by publie
Held by
End of period Govert Nonbank
overn-

Total?| ment State private

asences | T8, | and locar | Com | Bederel] cerbo: | puat.
nd trusf 91 govern- vidual
public banks+4| banks and

funds ments 3 associa-

tions &
47.6 6.5 41. 0.4 15.9 2.5 12.0 10. 4
50.9 7.6 43.3 .5 17.3 2.2 12.8 10.9
64.3 9.5 54.7 W7 21. 4 2.3 16.3 141
112.5 12.2 | 100.2 1.0 41.1 6.2 27.4 24.5
170.1 16.9 153.2 2.1 59.9 11.5 41.2 38.4
232.1 217 210.5 4.3 7.7 18.8 56.0 53.5
278.7 27.0 | 2516 8.5 90.8 24.3 65.3 64.8
250.8 30.9| 228.6 6.3 7.5 23.3 59. 5 64.9
257.0 34.4} 222.6 7.3 68.7 22.6 57.8 66. 6
252.9 37.3 1 215.6 7.9 62.5 23.3 54. 4 67.6
257.0 39.5 | 217.56 8.0 67.0 18,5 54.5 69.5
256. 7 34,6 ] 222.1 7.3 69.0 21.9 57.2 66.6
254.7 34.9| 219.8 7.4 67.4 210 57.2 66.7
253.1 350 218.1 7.8 65.1 20.9 57.6 66.8
252.3 34.8 % 217.5 7.8 6.1 20.3 56.4 66.8
252.3 34.8) 217.4 7.7 65.6 20.7 56.6 66.9
252.4 35,71 216.7 7.8 64.6 21. 4 55.9 67.0
253.4 36.4 | 217.0 7.9 65.1 21.3 55. 4 67.3
gust. .. 253.1 36.5 | 216.6 8.0 64.8 21.6 55.0 67.4
September. 252.7 36.81 215.9 7.8 62.4 23.4 54.8 67.4
October. ... 252. 5 36.8 | 215.7 7.8 63.0 23.0 54.3 67.5
November. 252.6 37.0 | 2156 7.9 62.4 23.2 54.5 67.5
December..____...._.... 252.9 37.3 | 215.6 7.9 62.5 23.3 54. 4 67.6
252.7 37.4 ] 2153 7.8 62.7 22,1 54.8 67.9
252.7 37.5 | 215.2 7.9 62,2 22.3 54.7 68.3
251.7 37.71 2140 7.9 60.5 21.7 55.3 68.6
251.8 37.51 214.0 7.9 61.8 21.1 54.7 68. 5
251.9 37.5 | 214.4 8.0 62.7 19.7 55.2 68.8
252.8 38.3 | 214.5 8.0 63.0 19.3 55.2 68.9
253.9 38.5 | 2154 8.0 64.7 18.5 55.1 69.1
255. 9 38.81 271 8.1 66.5 17.5 55.7 69.2
256.7 39.4§ 217.3 8.1 66.5 18.0 55. 4 69.2
October..... 256.8 30.3 | 217.56 8.1 67.4 17.3 55.4 69.3
November 7_. 257.0 30.3 | 217.7 81 66.9 17.7 55. 6 69. 4
December?______..____.. 257.2 39.4 217.8 8.0 67.0 18.9 54.4 69. 5

1 United States savings bonds, series A-D, E, and F, are included at current redemption values.

- 3 Securities issued or guaranteed by the U. 8. Government, excluding guaranteed securities held by the
reasury.

8 Includes trust, sinking, and investment funds of State and local governments and their agencies, and
Territories and insular possessions. .

4 Includes commercial banks, trust companies, and stock savings banks in the United States and in
Territories and insular possessions. Figures exclude securities held in trust departments.

8 Includes insurance compabies, mutual savings banks, savings and loan associations, dealers and brokers
and foreign accounts in this country. Beginning with December 1946, the foreign accounts include invest-
ments by the International Bank for Reconstruction and Development and the International Monetary
Fund in special noninterest bearing notes issued by the U. S. Government. Beginning with June 30, 1947,
includes holdings of Federal land banks.

¢ Includes partnerships and personal trust aceounts.

7 Estimates by Council of Economic Advisers.

Nore.—Detail will not necessarily add to totals because of rounding.
Source: Treasury Department (except as noted),
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TasLe C-28.—Bond yields and interest rales, selected years, 1929-49

{Percent per annum]

High grade cor-

U. 8. Government security porate bond
yields ( l\gieléis, ) Federal
00dy’s ‘ederal
ot | Bkers | Resovo
: Short. | ances 90 | ,BAnK
Period 9-12 | Long-term bonds term | days— dgct‘;'i‘_“‘
month business | New New
certifi- Aaa Baa loans York York
iﬁﬁte?tgfi- Partially | 15 years | Ponds | bonds
ness tax- [and over,
exempt 2 | taxable
1929 average_ ... ........ Q) 3.60 [coccecnens 4,73 5.90 3) 5.03 5.16
1933 average. . _.._..._.. () 3.31 oo 4.49 7.76 3 .63 2. 56
1935 average. . o.__.._.__ (1) 2.79 [eemmmaeone 3.60 5.75 ® .13 1. 50
1937 average_ [Q) 2.74 b . 3.26 5.03 ® .43 1.29
1639 average ..o O] 2.41 | . 3.0t 4.96 2.1 . 1,00
1941 average U] 2,05 Joomoeaeno 2.77 4.33 2.0 44 1.00
1943 average 0.75 1.48 2.47 2.73 3.91 2.6 .4 £1.00
1045 average._.__.___.__._ .81 1. 66 2.37 2.62 3.29 2.2 .44 41.00
1946 average__________..__ .82 ] 2.19 2. 53 3.05 2.1 .61 4100
1047 average. ..o oocoooao._ .88 Q] 2.25 2.61 3.24 2.1 .87 1.00
1948 average_ . _.._______ 1.14 (%) 2.44 2.82 3.47 2.5 L1 1.34
1949 average S..__________ 114 * 2.81 2.67 3.42 ®) 1.13 1.50
1948—First quarter. ___._ 1.09 (&) 2.45 2.85 3.53 2.4 1.06 1,22
Second quarter._.. 1.09 [Q] 2.42 2.77 3.40 2.47 1.06 1.25
Third quarter..... 1.14 (%) 2.45 2.83 3.42 2.60 113 1.38
Fourth quarter__.. 1.22 (U} 2.44 2.82 3.52 2.64 1.19 1.50
1949—First quarter...... 1.22 (&) 2.40 2.7 3.46 2.70 1.19 1.50
Second quarter.__. 1.20 (% 2.38 2.70 3.45 2.74 1.19 150
Third quarter...__ 1.06 ) 2.24 2.63 3.41 2.63 1.06 1. 50
Fourth quarter ¢ _. 1.10 * 2.20 2.60 3.35 ® 1.06 1.50

1 Tax exempt prior to March 1, 1941; taxable thereafter.
2 Average of yields on all outstanding partially tax-exempt Government bonds due or eallable after 12
years, in 1929 and 1933; and after 15 years, from 1935,

3 Not available.

4 From October 30, 1942 to April 24, 1946, a preferential rate of 0.50 percent was in effect for advances se-
cured by Government securities maturing in 1 year or less.
5 No partially tax-exempt bonds due or callable in 15 years and over.
¢ Estimates tased on incomplete data; fourth guarter by Council of Economic Advisers.

Sources: Treasury Department, Moody’s Investors Service, and Board of Governors of the Federal Re-
serve System (except as noted).



TasLe C-29.—Profits before and after tax, all private corporations, 1929—49

[Billions of dollars]
p " Corporate profits after tax
Orporate | ormorate
Period profits ax :
before liability 1 Undis-
tax Y Total tributed
profits

9.8 1.4 8.4 5.8 2.6
3.3 .8 2.5 5.5 —3.0
—.8 .5 —-1.3 4.1 —5.4
—-3.0 .4 —3.4 2.6 —6.0
.2 .5 —.4 2.1 —2.4
1.7 .7 1.0 2.6 -~1.6
3.2 1.0 2.3 2.9 —.6
5.7 1.4 4.3 4.6 -3

6.2 15 4.7 4.7 ®
3.3 1.0 2.3 3.2 -.9
6.5 L5 5.0 3.8 1.2
9.3 2.9 6.4 4.0 2.4
17.2 7.8 9.4 4.5 4.9
21.1 1.7 9.4 4.3 5.1
25.1 14.4 10.6 4.5 6.2
24.3 13.5 10.8 4.7 6.1
19.7 1.2 85 4.7 3.8
23.6 9.6 13.9 5.8 8.1
31.6 12.5 19.1 7.0 12,1
34.8 13.6 21.2 7.9 13.2
27.6 10.9 16.7 8.4 8.3

Annual rates, seasonall

1948—First half . o .ol 34.0 13.2 20.8 7.6 13,1
Second half ... . ... 35.6 14.0 21.6 81 13.4
1949—TFirst half .. .. 27.9 11.0 16.8 8.4 8.4
Second half3_ ... ... 27.2 10.7 16.6 8.4 8.2
1948—First quarter. ... _._____..._.______. 33.0 12.8 20,2 7.6 12.6
Second quarter.__ - 36.0 13.7 21.3 7.7 13.6
Third quarter. - - 36.6 14.4 22.2 7.9 14.3
Fourth quarter-. R 34.5 13.6 20.9 8.3 12.6
1949~—First quarter. ... ...........___.. 20.4 11.5 17.9 8.4 9.5
Second quarter..- - 26. 4 10.6 15.8 8.4 7.4
Third quarter 3.. - 28.0 11.0 17.0 8.4 8.6
Fourth quarter 3 ... 26.5 10.4 16.1 8.5 7.6

1 Federal and State corporate income and excess profits taxes,

2 Minus $8,000,000.

3 Estimates based on incomplete data; third and fourth quarters by Council of Economic Advisers.

No1E.—No allowance has been made for inventory valuation adjustment.

profits before tax and inventory valuation adjustment.
Detail will not necessarily add to totals because of rounding,

Source: Department of Commerce (except as noted).
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TaBLe C-30.—Sales and profits of large manufacturing corporations, 193949

[Millions of dollars]
Durable goods indusiries Nondurable goods industries
(106 corporations) 1 (94 corporations) !
Period Profits Profits
Sales Bales
Before taxes| After taxes Belore taxes| After taxes
6,748 734 597 3,843 476 400
8, 750 1,226 830 4,257 617 443
12, 806 2,175 982 5, 485 980 538
15, 362 2,326 782 8,408 1, 069 438
, 633 2,389 755 7,607 1,293 506
22,085 2,192 726 8,263 1,339 529
18,161 1,288 574 8,371 1,133 555
12,623 607 205 8, 940 1, 426 908
19,831 2,312 1,355 11,313 1,787 1,167
23,818 3,107 1,838 13, 364 2, 208 1,474
Totals for period, not adjusted for seascnal variation

1948—First half. ________.__.__ 11,154 1, 360 803 8, 508 1,099 718
Second half_____________ 12,664 1,746 1,034 6,856 1,108 756
1949—TFirst half________...____ 12, 545 1, 660 989 6, 204 901 584
1948—First quarter......._.._. 5, 440 672 305 3,219 546 356
Second quarter. 5,714 688 408 3, 289 553 363
Third quarter__ 5,991 788 470 3,3 543 362
Fourth quarter..._.._._._ 6, 673 958 564 3,532 565 304
1949—First quarter..___.._...__. 6,153 840 498 3,245 501 325
Second quarter. 6,392 820 491 , 049 400 259
Third quarter.......... 6,323 862 504 3,179 451 205

1 See Federal Reserve Bulletin, June 1949 and subsequent issues, for similar data for the following industry
groups: primary metals and products, machinery, automobiles and equipment, foods and kindred products,
chemicals and allied products, and petroleum refining.

NotE.—Detail will not necessarily add to totals because of rounding.

Source: Compiled by the Board of Governors of the Federal Reserve System and based on published
reports of various industrial corporations.
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TaBLE C-31.—Relation of profits before and after taxes to stockholders’ equity, private
manufacturing corporations, by industry groups, 1948-49

Percentage ratio of profits (annual rate) to stockholders'

»

Industry groups 1048 1949
Total | Third | Fourth | First | Second { Third
for year | quarter | quarter | quarter | quarter | quarter
Before Federal taxes
All private manufacturing corporations. .. 25.6 25,2 25.2 20,4 16.8 18.8
Food e 21.3 24.0 20.8 16.8 20.0 23.2
Tobacco manufactures. . - 21.9 28.0 25.6 18.4 20.8 22,0
Textile mill products. ...._ 30.9 26.8 23.6 16.8 8.4 10.8
Apparel and finished textiles.. 20.5 23,6 9.2 17.6 10.0 16.0
Lumber and wood produets. ..o oooeoooooo__ 30.4 30.8 19.2 14.8 14.4 12.8
Furniture and fixtures. ... 26.8 23.2 22.4 16.0 12.4 13.2
Paper and allied products - 26.7 24.8 22.8 19.6 14.0 14.8
Printing and publishing (except newspapers). .. 24.0 26.0 18.0 23.2 19.6 21,2
Chemicals and allied products . 25.0 25.2 24.4 22.8 16.8 22,4
Products of petroleum and coal. .. ... ... ___ 26.7 24.0 22.4 18.0 14.8 14.0
Rubber produets. .o .. 2.5 20.8 21,8 13.6 11.6 10.8
Leather and leather products. . .. 17.8 20.0 14.0 11.6 7.6 12.8
Stone, clay, and glass products..... 24.3 27.6 25.2 18.8 21.2 24.4
Primary nonferrous metal industries_. 22.3 2L.2 24.8 21.6 8.0 9.2
Primary iron and steel industries. .. _.._.___.._.. 23.8 24.0 30.0 25.6 17.6 14.4
Fabricated metal products___.._......_._.. JE— 21.5 28.0 28.0 20.0 14,0 20.4
Machinery (except electrical and transportation) . 27.3 24.8 27.6 23.6 20.4 17.2
Electrical machinery ... ... . __._.__ 27.6 22.8 32.0 22,0 16.4 17.6
Transportation equipment (except motor
vehieles) ...l 14.2 11.6 18.8 15.2 11.2 1.8
Motor vehicles and parts. ..o 34.7 36.4 42,0 33.6 36.0 46.8
Instruments; photographic and optical goods;
watchesand clocks. ... oo 22.6 21.6 26.8 20.8 19.2 19.2
Miscellaneous manufacturing (including ord-
DANCE) - <o m e mmmm e mm 20.7 23.6 19.6 16.0 5.2 13.6
After Federal taxes
All private manufacturing corporations_.. 16.1 16.0 15.6 12.8 10.4 12.0
o0 . s 12.9 14.8 12.4 9.6 12.4 14.4
Tobacco manufactures.. - 13.7 17.6 15.6 1.6 12.8 13.6
Textile mill products...._ 18.8 16.0 14.4 10,0 4,4 6.4
Apparel and finished textiles.. 12.2 14,4 5.2 10. 4 5.2 9.6
Lumber and wood products...._.___.._._._..___ 19.3 19.2 12,4 8.8 9.2 8.0
Furniture and fixtures. ... ___.._._.___._. 16.0 13.6 13.2 9.2 6.4 7.2
Paiper and allied products - 16.4 15.2 14.0 12.0 8.4 9.2
Printing and publishing (except newspapers). .. 14.6 16.8 10.0 14.4 11.6 13.2
Chemicals and allied products - 15.8 16.0 16.0 14.0 10.0 14.0
Produects of petroleum and coal. ... .._..__ 19.8 18.0 18.0 13.2 11.6 11.2
Rubber produets. oo oo 12.4 12,0 12.8 8.0 7.2 6.8
Leather and leather products. . 10.4 11.6 7.6 6.4 3.6 7.2
Stone, clay, and glass products.... 15.0 17.2 15.2 11.2 13.2 15.2
Primary nonferrous metal industries. . 14.1 13.6 15.2 13.6 4.0 5.6
Primary iron and steel industries._ . ..._..._._._. 14.7 14.8 18.4 14,8 10.0 8.4
Fabricated metal products. ..o oo..._. 17.0 17.2 17.2 12.0 7.6 12.0
Machinery (except electrical and transportation). 16.6 14.8 16.8 14.0 12.4 10.4
Electrical machinery...... ... ... ocoo_..... 16.1 14.0 18.0 12.4 10.0 10.8
Transportation equipment (except motor
vehicles) . oo 8.2 6.8 10.8 9.6 6.8 7.2
Motor vehiclesand parts. ... ... ......__.. 19.8 21.2 22.8 19.6 20.8 27.2
Instruments; photographic and optical goods;
watchesand clocks...._.. . .. ________ 14.0 13.2 16.8 12.4 11.6 11.2
Miscellaneous manufacturing (including ord-
i3 1 1) DN 12.2 14.8 11.2 10.0 2.0 7.6

Sources: Federal Trade Commission and Securities and Exchange Commission.
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TasLe C-32.—Relation of profits before and after taxes to sales, private manufacturing corpora-
tions, by industry groups, 1945-49

Profits in cents per dollar of sales

Industry groups 1948 1949
Total for | Third | Fourth First Second | Third
year quarter | quarter | quarter | quarter | quarter
Before Federal taxes
All private manufacturing corpora-
tOnS. s - 11.1 1.0 10.9 9.9 8.5 9.5
Food. . .. 5.6 6.1 5.5 4.6 5.6 6.5
Tobaceo manufactures_....._. 8.3 9.7 10.1 7.7 8.2 8.5
Textile mill products.__.__.._ 13.5 12.8 11.3 8.9 4.9 5.9
Apparel and finished textiles.. 5.1 5.8 2.3 4.8 3.1 4.3
Lumber and wood products. 15.4 15.1 1.0 10.4 9.2 8.1
Furniture and fixtures - 9,2 8.3 7.5 6.5 5.2 5.7
Paper and allied products 13.8 12,8 12.0 1.5 9.1 9.5
Printing and publishing (except news-

PAPEIS) -« ceee e e memma e - 8.5 9.4 6.2 9.1 7.7 8.6
Chemicals and allied products. . 13.9 14.5 13.3 13.2 10.8 14.5
Products of petroleum and coal 17.4 16.4 15,2 13.8 11.8 11.6
Rubber products. ... ____.._._.___. 8.2 7.8 8.4 6.2 5.0 4.5
Leather and leather products. .. - 5.6 6.2 4.5 4.1 2.9 4.3
Stone, clay, and glass produets.... - 13.9 15.5 14.1 12.3 14.0 15.7
Primary nonferrous metal industries._.._. 14.2 12.6 16.2 15,2 7.5 8.8
Primary iron and steel industries...______ 12.2 12.5 14.2 13.4 10.8 9.9
Fabricated metal produets.........__.__._ 1L 5 11.4 11.2 9.8 7.1 9.5
Machinery (except electrical and trans-

POration) - . ..o oo eeaoeos 12.0 115 12,0 1.8 10.7 10.2
Eleetrical machinery._.._.._._...._.._..__. 10.1 9.0 10.7 9.0 7.1 7.9
Transportation equipment (except motor

vehicles) .. o cooooooiaioo - 7.0 5.3 8.6 7.2 5.6 6.1
Motor vehicles and parts. 12.0 12.5 13,7 12.0 12.1 15.4
Instruments; photographic and optical

goods; watches and eloeks_ .. _...____.__ 12.5 12.3 13.0 12.0 11.3 1.5
Miscellaneous manufacturing (including

OTGNANECE) - c e oo e mee e 9.5 10.8 8.7 8.4 2.7 6.9

After Federal taxes
All private manufacturing corpora-

tions. ool 7.0 6.9 6.8 6.1 5.2 6.0
Food .ol - 3.3 3.7 3.3 2.7 3.4 4.0
Tobaceo manufactures. - 5.1 6.1 6.1 4.8 5.0 5.3
Textile mill products_ .. 8.2 7.7 6.9 5.3 2.7 3.5
Apparel and finished tex 3.0 3.6 1.3 2.9 1.6 2.5
Lumber and wood produects.. 9.8 9.5 7.2 6.4 5.8 5.2
Furniture and fixtures.__._.._._.._....... 5.5 4.8 4.4 3.7 2.7 3.1
Paper and allied products_.. 8.4 7.8 7.4 7.0 5.5 5.7
Printing and publishing (ex

J 13:05) &) S U 5.2 6.1 3.4 5.7 4.6 5.4
Chemicals and allied products. .. 8.8 9.2 8.7 8.1 6.5 9.1
Products of petroleum and coal 12,9 12.2 12,2 10.3 9.2 9.1
Rubber produets_ ... ... ___ 4.7 4.5 4.9 3.7 3.1 2.9
Leather and leather products. - 3.3 3.7 2.5 2.2 1.4 2.5
Stone, clay, and glass products. - 8.6 9.6 8.7 7.2 8.6 9.7
Primary nonferrous metal industries_.... 9.0 8.1 10.0 9.6 3.9 5.6
Primary iron and steel industries. .__.__.. 7.5 7.7 8.7 7.9 6.2 5.7
Fabricated metal produets.__._.____.__._._ 7.1 7.0 7.0 5.8 3.8 5.7
Machinery (except electrical and trans-

portation) 7.3 6.9 7.2 7.1 6.4 6.2
Eleetrical machinery. ... ... 5.9 5.5 6.0 5.1 4.5 4.8
Transportation equipment (except motor

vehicles) 4.0 3.0 4.9 4.5 3.3 3.7
Motor vehicles and parts. 6.9 7.3 7.4 7.1 7.1 9.0
Instruments; photographic and optical

goods; watches and clocks._......._. . 7.8 7.6 8.2 7.2 6.9 6.7
Miscellaneous manufacturing (including

OrdnANCe) oo oo ccaeeeeeee 5.6 6.8 5.0 5.2 L1 3.9

Sources: Federal Trade Commission and Securities and Exchange Commission.
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TaBLE C-33.—Relation of profits before and after taxes to stockholders® equity and to sales, all

private manufacturing corporations, by size classes, 1948-49

Assets class (thousands of dollars)

1948 1949
Total for | Third First Second | Third
year quarter quarter | quarter | quarter

Ratio of profits before Federal tax;;s (annual rate) to stockholders’

25.6 25.2 20.4 16.8 18.8
15.5 23.2 14.4 10.4 14.0
23.8 23.2 17.2 12.8 16.0
24.8 25.2 17.2 15.2 16.0
26.4 25.6 20.0 16.0 17.2
26.1 26, 4 22.4 18.8 30.8

Profits before Federal taxes in cents per dollar of sales
AN Siz€8._ o o 1.1 11.0 10.9 9.9 8.5 9.5
1to249_ __ .. 4.0 5.8 0.7 4.0 2.8 3.8
250 t0 999 oo 7.4 7.3 5.2 6.2 4.8 6.0
1,000t04,999__ .. 9.0 9.2 7.1 7.0 6.5 6.9
5000t099,999_ ____ . _________ ... 11.3 11.1 111 9.7 8.2 8.9
100,000 and over-.o_ oo 13.2 12.8 14.1 12.2 10.5 1.9
Ratio of profitsafter Federal taxes (annual rate) to stockholders’
Allsizes . s 16.1 16.0 12.8 10. 4 12.0
10248 e 8. 15.2 8.4 4.8 8.4
2500999 _ el 14.2 14.0 9.6 6.8 9.2
1,000t04,999_ .. 14.8 15.2 10.0 8.8 9.2
5,000 to 99,999 - 16.1 15.6 12.0 9.6 10. 4
100,000 and over - 16. 17.2 14.4 12.0 13.6

Profits afte r Federal taxes in cents per dollar of sales
Allsizes. ..o 7.0 6.9 8 6.1 5.2 6.0
lto249 .. 2.3 3.8 2 2.4 1.3 2.3
250 t0 999__ 4.4 4.4 0 3.5 2.5 3.4
1,000 o 4,999__ 5.4 5.6 2 4.0 3.7 4.0
5,000 to 99,999 . 7.0 6.8 8 5.9 5.0 5.5
100,000 and over...._______ . ______.__..__ 8.6 8.3 2 7.8 6.7 7.6

Sources: Federal Trade Commission and Securities and Exchange Commission.
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TABLE C~34.—Sources and uses of corporate funds, 1946491

{Billions of dollars]
Source or use of funds 1946 1947 1948 | 10492
Sources:
Internal:
Retained profits and depletion allowanees. ... _. ... .. ... 7.7 11. 4 12.5 7.5
Depreciation alloWaNeeS. o« oo n oo eiiaaaan 4.2 4.9 5.5 6.2
Total internal 80Urees. - oo cace e cciaccaeanen 1.9 16.3 18.0 13.7
External:
Change in tradedebt_ . . ___ . .. ... 4.0 2.6 .9 -2
Chapge in Federal income tax Hability. . -1.6 2.7 .9 —2.4
Other current labilities. ...._______. 1.8 6 @ ®)
Change in bank loans.._. 3.3 2.6 L2 —-1.8
Change in mortgages.. .8 .8 7 .5
Net new issues. 2.3 4.4 6.0 5.1
onds. ... 1.0 3.1 4.8 3.7
Stoeks... 1.3 L3 L2 1.4
Total external S0UTCeS. . _coooooooooe oot 10.4 13.7 9.7 1.4
22.3 30.0 21.7 15.1
Uses:
Plant and equipment outlays......_ 11.8 15.0 17.3 16.0
Inventories (change in book value) 11,2 8.9 6.3 -3.7
Change in customer receivables. .. 4.8 5.7 2.3 W7
Cash and deposits_.__.._... 11 1.3 —-.1 1.0
United States Government gec -5.8| —~15 .1 1.5
Other current assets -7 -1 *) -4
TOtA) USeS. < oo ee e 22.2 2.3 25.9 15.1
Discrepancy (uses less sources)......... e ——— -1 -7 =18 ceeen..-

1 Excludes banks and insurance companies.
2 Estimates baszed on inecomplete data.
# Less than $50,000,000.

Sources: Department of Commerce estimates based on Securities and Exchange Commission and other
financial data.
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TABLE C-35.— The international transactions of the United States, 1946-49
[Millions of dollars]

1949

Type of transaction 1946 1047 1948
Total1| First [Second| Third {Fourth
quarter;quarter| quarter iquarter !

Exports of goods and services:

Recorded goods 2. ... ..._.._._ 10,186 | 15,230 | 12,615 | 11,925 | 3,286 | 3,356 | 2,683 | 2,600
Other goods 3 oo 1,688 826 830 579 167 138 134 140

Total g00d8. oocmoeoeeeo o 11,874 | 16,056 | 13,445 | 12,504 | 3,453 { 3,404 | 2,817 2,740
Berviees. coovooiecmcema e 2,272 | 2,611 2,083 | 2,061 550 570 516 425
Income on investments.......... 820 | 1,074 1,263 | 1,261 263 350 208 330

Total exports..coeueomcooooo 14,966 | 19,741 | 16,791 | 15,826 | 4,266 | 4,414 | 3,631 3,515

Imports of goods and services:

Recorded 200AS_o_oomoooeen o 4,933 | 6575 | 7,124 6,618 | 1,790 | 1,601 | 1,477 | 1,750
Other goods 3oL 235 315 573 596 173 140 143 140

Total goods._ _eemueueaao 51681 6,071 | 7,607} 7,214} 1,063 | 1,741 | 1,620 1,890
Services. .c.conmomannns .-} 1,783 2,165 | 2,493 { 2,584 564 624 786 610
Income on investments....._._.. 216 227 201 277 81 57 64 75

Total imports..............__ 7,167 | 8,463 | 10,481 | 10,0756 § 2,608 | 2,422 | 2,470 2,575

Surplus of exports of goods and
services:

Recorded goods. __....____.__._. 5,253 1 9,474 | 5,491 | 65,3071 1,408 | 1,755 | 1,206 850
Other goodsd. __cuemmaeaaoo 1,453 511 257 -17 —6 -2 e 2

Total g200d8. o oucaencoeea . 6,706 § 9,085 | 5748 5200 1,460 | 1,753 { 1,197 850
Serviees. .oocoomenn-- - 489 446 | —410| —523 -14 =541 =270 ~185
Income on investments.......... 604 847 $72 984 182 203 234 276

Total surplus of exports....... 7,799 | 11,278 | 6,310 ] 5,751 | 1,658 { 1,092 1,161 940

Means of finaneing surplus of exports
of goods and services: ¢
iquidation of gold and dollar
assets by foreign countries..... 1,968 | 4,513 857 —42 —28 330 106 ~450
Dollar disbursements by:
International Monetary

and. .o 464 196 83 32 18 3 30
International Bank. . ... ___|...__._ 297 176 47 8 8 11 20
United States Government
sources: §
Grants. . ..o 2,279 | 1,812 | 3,761 | 5,243 | 1,273 1,490 | 1,215 1,265
Long- and short-term loans..| 2,774 | 3,901 897 618 292 116 161 55
United States private sources:
Remittances...___.___._.__.__ 598 568 648 537 147 141 124 125
Long- and short-term capital. 335 7271 1,017 74 115 53 91 115

Total meansof financing...| 7,954 | 12,282 | 7,552 { 6,80 | 1,839 | 2,150 | 1,711 1,160

Errors and omissions_....._._.._.... ~—155 |—1,004 11,242 |—1,109 | —181 | —158 | —550 —220

1 Estimates based on incomplete data.

3 Figures for recorded exports of goods in 1946 and 1947 have been adjusted to include goods shipped to
United States armed forces abroad for distribution to civilians in occupied areas in order to make them
comparable with figures for 1948 and 1949. Such shipments are included in exports as recorded by the
Bureau of the Census in 1948 and 1949 but were not so included in prior vears.

2 Includes goods sold to or bought from other countries that have not been shipped from or into the United
States customs area and other adjustments.

4 A1l figures for means of financing are on a net basis.

5 For dotail see table C-37.

Note.—Detail will not necessarily add to totals because of rounding.
Source: Departments of Commerce,
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TaBLE C—36.—United States exports and imports of goods and services, by area, 1937 and
794649

[Billions of dollars]
Annual rates
Area 1937 | 1946 | 1047 1048 1649
First {8econd| Third | Fourthl First | Second
quarter| quarter| quarter| quarter; quarter| quarter
Export surplus:

RP countries. . ....._. 0.28 4.18 5.36 4.68 3.40 3.07 2.76 3.53 3.69
ERP dependencies..__.| ~.381 .30 83 oo .20 .05 .02 .10 .26
Europe, except ERP

countries. . __.._....._. —.03 .85 .34 A9 —03 | —03 ... .05 .07
Canada and Newfound-

and ..o .68 1.18 .56 .70 -.08 .39 .57 1.1
Latm—Amencan Repub- .34

dies . ool .63 2.00 .96 1.22 .78 1.23 .75 .78
O(;herl .................. 1.16 2.09 1.19 1.30 1.03 1.68 1.63 2.05

Totald . ... .28 7.80 | 11.28 7.58 6.79 4.82 6.08 6.63 7.96

Exports of goods and ser-
vices:
ERP countries. .. ... 1.60 5.62 7.25 6.86 5.76 5.61 5.42 6.19 6.18
ERP dependencies___.. .18 .68 .92 .82 .85 .74 .78 .92 .93
Europe, except ERP

countries. __ ... .13 1.08 .56 .44 .20 .22 .22 .22 .23

Canada and Newfound-
and.____ ... 1.94 2.66 2.13 2.53 2.42 2.63 2.35 3.4
Latm-Amerlcan Repub- 2.64

Nes._ ool 2.88 4.74 4.32 4.35 3.64 4.24 3.88 3.62
Otherd .. oo 2.77 3.61 3.09 3.24 3.15 3.52 3.50 3.65

Total? ... ... 4.55) 14.97) 19.74 ] 17.66 ) 16.93 | 15.78 } 16.81 | 17.06 17.65

Imports of goods and ser-
vices:
ERP countries. . __..... 1.33 1.44 1.89 2,18 2.36 2.54 2.66 2.66 2.49
ERP dependencies. ... . 50 .38 .59 .82 .65 .69 .76 .82 .67
Europe, except ERP
countries. - . _.._._._.. .15 .23 .22 .25 .23 .25 .22 .17 .16
Canada and Newfound-
and. . ececeeens 1.26 1.50 1.57 1.83 2.50 2.24 1.78 1.93
Latm-Amerlcan Repub- 2.29
___________________ 2.25 2.74 3.36 3.13 2.86 3.01 3.13 2.84
Other L R, 1.61 1.52 1.90 1.94 2.12 1.84 1.87 1.60
Total 2 .o_.oo.... 4.27 7.17 8.46 | 10.08| 10,14 | 10.96 | 10.73] 10.43 9.69

t Includes international institutions.
2 Includes income on investments.

Nore.—Detail will not necessarily add to totals because of rounding.
Source: Department of Commerce.
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TaBLE C-37.—United Staies Government aid to foreign countries, 1946-49

[Millions of dollars]
1949
Type of aid 1046 | 1947 | 1048 - )
Totaj1| First |Second| Third | Fourth
quarter| quarter] quarterjquarter!
A. Unilateral payments (net):
Lend-lease_ .. __...._____..._ b 11+ 30 PR SO SNSRI USIRRN (RPN SO SRR
UNRRA and post-UNRRA.| 1,524 761 35 J0 VU S NP SRR RN,
Civilian supplies distributed
by the armed forces. _-.____ 539 930 | 1,280 (&) 243 244 330 [©)
Transfers to Philippines...___ 60 96 130 [6)) 53 44 62 [©)
Chinese aid 3_.._____..__..._. 15 |ooeeees 168 (O] 53 55 13 ®
Greek-Turkish aid .. ___.___j_ __.____ 74 349 [O) 53 43 43 0]
International Refugee Organ-
izations. ... ® 18 18 17 [0}
Interimaid. ..o fiiooil] 0 12| BB |emeom oo e
EuropeanRecovery Program . @) 905 | 1,122 940 )
Other. ..o oo .l ool .. ® 47 5 29|
Total unilateral payments _{ 2,517 { 2,272 4,150 | 5692} 1,372 | 1,576 | 1,434 1,310
Less unilateral receipts....._.. 238 460 389 44 9 8 219 45
Equals net unilateral pay-
ments. e 2,279 1 1,812 | 3,761 5,243 1 1,273 1,490 | 1,215 1, 265
B, Long-term loans and invest-
ments (net):
Lend-lease credits. ... 600 2 b2 SO FIIN SR I A
Surplus property including
shipsales_ . __.._..________ 841 274 210 ()T SRR IR I )]
Export-Import Bank loans.__. 945 796 454 ® 50 42 35 (&)
United Kingdom loan_....... 600 | 2,850 300 [ ooumeoe fommmm o ||
Subscription to—
International Bank.____.. 317 21 2: 30 PSRN PSS FURIIS RSN SOOI SO
International Monetary
Fund.. ooooeoeeooaion 51 2745 |oooe |
European Recovery Program.{..._.___|___._.__. 486 ® 280 98 16 ®
Other_ . .. . 12 80 22 [©) 29 28 22 ®
Total long-term loans and
investments.-----o...___ 3,320 | 7,065 | 1,474 695 359 168 73 95
Less repayments....o..._.. 90 174 332 203 63 56 44 40
Equals net long-term loans
and investments, includin,
International Bank an
International Monetary
Fund.. . ____ ... 3,230 | 6,801 1,142 492 296 112 20 55
Less subscriptions to Inter-
national Bank and Inter-
national Monetary Fund.. 322 1 8,063 |||l
Equals net long-term loans
and investments, excluding
International Bank and
International Monetary 2,908 | 3,828 | 1,142 492 296 112 29 55
Fund.eeeen ool
C. Outflow of short-term capital
(met) .- -134 73 —245 126 —4 -2 132 |-
Total net unrilateral payments,
loans, and investments, exclud-
jng International Bank and
International Monetary Fund
L0 S, 5,053 | 5,713 4,658 | 5,861 | 1,565 1,600 1,376 1,320

1 Estimates based on incomplete data.

1 Not available,

8 Includes Korean aid in 1949.
Source: Department of Commerce,
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TaBLe C-38.—Export price indexes of selected countries converted to dollars, 793740 and 1946-49

{1937==100]

Period é{;‘g‘;‘l, K?ﬁ‘é&efm Franced | Sweden | Belgium *
1037.. 100 100 100 100 100
1938 N 99 101 87 86 100
1939 _. 97 91 80 80 90
106 99 89 100 [aemeeconmenn
152 162 193 153 247
178 186 212 201 259
189 203 177 226 256
1949—JaNUATY o oo e aeeeccaemaaas 189 209 221 217 260
Februsry- 186 207 216 214 259
March._. 184 207 215 209 282
Aprilooceas 185 7 211 276
ay. 181 209 210 196 271
June. coaooooooceo - 182 209 215 192 263
FUY et 177 209 209 188 266
August... - 177 211 214 187 262
September.. - 178 3181 $192 3160 {oeeemaeans
L0761741 173 R, 175 45 | 3139 |ccmoocmcee

1 Unit value of finished manufactures other than foodstuffs.
2 Unit vajue of exports, .
3 National indexes converted to dollar equivalents on basis of average of old and new exchange rates.

Source: Based on data obtained from Departinent of Commerce and International Monetary Fund.
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TaBLE C-39.—United States merchandise exports, including reexports, by areas, 1936-38 quarterly
average and 1947—49

Total Other Aus-
< exports West- | ERP Other : tralia N
Period includ- | Canada| ern coun- | g o Asial and Africa
ing re- Hemi- | tries! p Ovunnia
exports sphere
Millions of dollars
113 138 282 31 122 23 32
519 | 1,027 | 1,324 118 562 80 2056
479 848 1,046 49 507 38 196
@ ® @ ® ® ® ®
425 013 | 1,140 84 513 42 197
493 902 | 1,059 33 508 34 207
485 738 966 38 486 30 194
511 840 | 1,018 40 520 47 186
464 843 1 1,159 42 599 54 163
566 742 1 1,186 46 581 50 187
472 671 840 35 474 47 143
® ® ® ® ® O} ®
Percentage of total
15.2 18.6 32.0 4.2 16.4 3.1 4.3
13.5 26.8 34.5 3.1 14.7 2.1 5.3
15.1 26.8 33.1 1.5 16.0 1.2 6.2
1948—First quarter. ... .. ... 100 12.8 27.8 34.4 2.5 15.5 1.3 5.9
Second quarter- 1060 15.2 27.9 32.7 1.0 16.7 1.1 6.4
Third quarter . _ 100 16.5 25.1 32.9 1.3 16.5 1.0 6.6
Fourth quarter_...._....._.... 100 16.2 26.6 32.2 1.3 16.4 1.5 5.9
1949— First quarter .._._..__..._..._. 100 14.0 25.4 34.9 1.3 18.0 1.6 4.9
Second quarter._ 160 16.9 22.1 35.3 1.4 17.3 15 5.6
Third quarter_._...._..___.._. 100 17.6 25.0 31.3 1.3 17.7 1.8 5.3

1 Turkey is included with ERP countries and excluded from Asia, Exports to Germany in the post-
war period relate almost wholly to exports to the three western zones.

2 Estimates based on incomplete data.

3 Not available,

Nore.—Data in this table cover all merchandise, including reexports, shipped from the United States
customs area to foreign Countries including, in 1947 to 1949, goods destined to United States armed forces
abroad for distribution in occupied areas as civilian supplies.

Detail will not necessarily add to totals because of rounding.

Source: Department of Commerce,
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TaBLE C—40.—United States domestic merchandise exports, by economic classes, 1936-38 quarterly

average and 194749

Total Crude Manu- Semi- | Finished
Period domestic méterials factured | manu- manu-
exports foodstufls! factures | factures
of dollars
Quarterly average:

193688 - e cc e 731 167 42 130 358
1947 8,791 400 439 446 2,168
1948 3,132 372 320 342 1,773

19491 . 2,960 ® ® ® ®
1948—TFirst quarter ... . .o .o 3,283 329 341 381 1,910

Second quarter 3,205 327 369 357 1,
Third quarter.._. 2, 609 373 310 314 1, 554
Fourth quarter 3,133 459 256 316 1,722
1949—First quarter. .. ___.___________ 3,288 466 256 385 1,785
Second quarter - 3.327 549 270 386 1,773
Third quarter_..__ - 2, 656 330 175 310 1,517

Fourth quarter i ... oo _.oo.. 2,575 ® O] [0) (&)

Percentage of total
Quarterly average:

1936-38 100 22.8 4.7 5.7 17.8 49.0
100 10.6 8.9 11.6 1.8 57.2
100 11.9 10.1 10.5 10.9 56.6
1948—First quarter. . 100 10.0 9.8 10. 4 11.6 58.2
Second quarter 100 10.2 7.6 1.5 11.1 59.5
Third quarter...___.__________.___.__ 100 12.8 12.3 10.7 10.8 53.4
Fourth quarter. ... 100 14.7 10.9 9.4 10.1 55.0
1949~ First quarter.. ... _ooomooo. 100 1.2 12.0 7.8 1.7 54.3
Second quarter. . 100 16.5 10.5 8.1 11.6 53.3
Third quarter_ ... ..c..cocoooceoo.. 100 12.4 12.2 6.6 1.7 57.1

1 Estimates based on incomplete data.
3 Not available,

Norr.—Data in this table cover all domestic merchandise shipped from the United States customs area
to foreign countries including, in 1947 to 1949, goods destined to United States armed forces abroad for dis-
tribution in occupied areas as civilian supplies.

Detail will not necessarily add to totals because of rounding,

Source: Department of Commerce,
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TaBLE C-41.—1Indexes of quantity and unit value of United Staies domestic merchandise exports,
by economic classes, 1936-38 quarterly average and 194749

{1936-38 =100}
Total | Orude | Crude | MB3IU- | Semi- | Finished
Period domestic| mate- food- foods manu- manu-
exports rials stuffs factures | factures
stuffs
Quantity indexes
Quarterly average:
1936-38 100 100 100 100 100 100
275 123 397 478 203 332
214 100 362 350 143 257
224 126 457 306 158 254
1948—TFirst quarter ... ... 220 87 323 353 160 275
Second quarter. .. ... 27 86 265 388 149 275
Third quarter- ..o coeocaenn 198 100 407 319 130 225
Fourth quarter. . ... coeeoas 218 124 429 336 131 252
1949—First quarter ... ... . o.ooooioo. 232 129 495 317 162 262
Second guarter. 242 155 438 366 167 266
Third quarter--........o..coooooos 199 93 439 236 144 234

Unit value indexes

100 100 100 100 100 100

188 195 248 218 169 182

200 223 255 223 184 193

188 213 227 181 176 186

204 227 290 230 184 194

202 229 269 225 185 194

201 222 256 230 186 193

196 220 231 209 186 191

1949—First quarter. ... ...ooceoaoen 194 216 233 191 184 190
Second quarter . 188 212 233 175 179 186
Third quarter.... ... 183 212 216 176 165 181

! Average of three quarters,

Note.—The indexes of quantity are a measure of the volume of trade after the influence on value of changes
in average price< has been eliminated. The indexes of unit value provide a measure of change in the average
prices at which trade transactions are reported in official foreign trade statistics, including change in average
grices that result from changes in the commodity composition of trade. The indexes for 1947 to 1949 are

ased on data which include goods destined te the United States armed forces abroad for distribution to
civilians in occupied areas,

Source: Department of Commerce,



Tasre C—42.—United States general merchandise imports, by areas, 1936-38 quarterly average

and 7194749
Other
Total West- | ERP | g Jus-
Period general | Canada Hem tcoun-l Europe Asiat an da Africa
imports emij- | tries :
sphere Oceania,
Millions of dollars

86 145 152 30 183 10 17
274 576 174 45 249 39 82
388 63 244 49 3 41 98

® ® @ ® ® ©® ®
328 705 232 53 328 48 116
355 630 232 48 321 34 90
410 586 234 49 301 48 102
461 625 280 43 346 34 85
1949—First quarter. .. __.._.____._._ 1,761 366 676 250 34 328 34 103
Second quarter. -1 1,601 374 589 190 33 302 39 74
‘Third quarter. _ | 1,477 340 569 175 33 265 22 73

Fourth quarter2.....__.._.____ 1,780 | ® ® ®) ® ® ®

Percentage of total

100 13.8 23.3 24.4 4.8 20.4 16 2.7
100 19.0 40.0 12,1 3.1 17.3 2.7 5.7
100 21.8 35.7 13.7 2.8 18.2 2.3 5.5
1948—First quarter. . ..____...__._. 100 18.1 39.0 12.8 2.9 18.1 2.7 6.4
Second quarter. 100 20.8 36.8 13.6 2.8 18.8 2.0 5.3
Third quarter. . 100 23.7 33.9 13.5 2.8 17.4 2.8 5.9
Fourth quarter....___..___._____ 100 24.6 33.3 14.9 2.3 18.5 1.8 45
1949—First quarter. __.___.____..___. 100 20.4 37.7 14.0 1.9 18.3 1.9 58
Second quarter_.. 100 23.4 36.8 1.9 2.1 18.9 2.4 4.6
Third quarter__ ... ... 100 23.0 38.5 L9 2.2 17.9 1.5 4.9

1 Turkey is included with ERP countries and excluded from Asia. Imports from Germany in the postwar
period relate almost wholly to imports from the three western zones.
2 Estimates based on incomplete data.

3 Not available.

Nore.—Data in this table cover all merchandise received in the United States customs area from foreign
countries, General imports include merchandise entered immediately upon arrival into merchandising
channels, plus entries into bonded customs warehouses.

Detail will not necessarily add to totals because of rounding.

Source: Department of Commerce



TaBLE C—43.— Uniled States merchandise imforts for consumption, by economic classes, 1936-38
quarterly average and 194749

Total im- i
. . Mannfac- Semi- Finished
Period ports for Cr}]gie ma- |Crade {60d+ ¢o06 food-|  manu- manufac-
eorltgllmp- terials stuffs stuffs ufactures tures
ion
Millions of dolars

615 190 85 95 126 120
1,416 441 254 164 311 246
1,773 537 318 183 408 327

1,850 @ ® ® @ 0]
1,785 577 346 161 396 304
1,682 506 287 180 384 323
1,754 543 271 199 419 322
1,871 520 367 190 434 359
1949—TFirst quarter_._.._..__.__ 1,759 504 340 182 397 336
Second quarter 1,59 451 304 198 333 304
Third quarter.... 1,501 426 287 194 303 289

Fourth quarter ! 1,740 (O] ®) ® ® 0]

Percentage of total
Quarterly average:

1936-38 100 30.9 13.8 15.4 2.5 19.5
100 3Ll 17.9 11.6 22.0 17.4
100 30.3 17.9 10.3 23.0 18,3
100 32.3 19.4 9.0 22.2 17.0
100 30.1 17.1 10.7 22.8 19.2
106 310 15.5 113 23.9 18.4
100 27.8 19.6 10.2 23.2 16,2
1949—Tirst quarter ... _.______ 100 28.7 19.3 10.3 22.6 19.1
Second quarter 100 28.4 19.1 12,5 20.9 19,1
Third quarter_.._..._... 100 28.4 19.1 12.9 20.2 19.3

1 Estimates based on incomplete data.
2 Not available.

Nore.—Imports for consumption include merchandise entered immediately upon arrival into merchan-
dising or eonsumption channels, plus withdrawals from bonded customs warehouses for consumption;
Detail will not necessarily add to totals because of rounding.

Source: Department of Commerce.
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TaBLE C—44.—Indexes of quantity and unit value of United States merchandise imporis for con-
sumption, by economic classes, 1936-38 quarterly average and 71947—49

[1936-38 =160}
Total s -
Manufac- Semi- Finished
Period ifg’rpg:‘gf mg{;‘}gls fogciels]t?xeﬁs tured manu manufac-
sumption foodstuffs | factures tures
Quantity indexes

Quarterly average:
1986~38. s 100 100 100 100 160 100
3047 e 108 129 96 83 130 84
1948 il 123 139 109 a1 149 103
1491 L. 116 122 114 99 132 99
1948—First quarter_.___....... 126 154 117 81 153 96
Second quarter._....... 117 132 100 8% 142 101
Third quarter_.__....__. 119 136 91 99 151 102
Fourth quarter......._. 128 132 127 95 152 113
1949—First quarter...._.._.... 121 129 121 93 139 105
Second quarter. 115 119 116 106 128 093
Third quarter......_.... jA 117 104 100 129 94

Unit value indexes

Quarterly average:
036-38_ e e 100 100 100 100 100 100
3847 et 213 180 311 208 191 245
048 e ccccaees 235 203 343 212 217 266
190480 . 226 199 320 203 207 262
1948 First quarter.___._____. 230 187 347 210 206 266
Second quarter. - 234 202 338 214 215 268
Third quarter__.. - 239 210 349 212 221 265
Fourth quarter......._. 238 207 338 212 227 267
1949—First quarter.__._____.__. 236 206 330 205 227 267
Second quarter. 224 199 307 199 208 261
Third quarter._____._... 219 192 324 205 187 258

I Average of three quarters.

Nore.—The indexes of quantity are a measure of the volume of trade after the influence on value of changes
in average grices has been eliminated. The indexes of unit value provide a measure of change in the average

pricesat w

prices that result from changes in the commodity composition of trade.
Source: Department of Commerce.
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TasLE C~45.—Changes in selected economic series since 1939 and 1948 and during 1949

_ Percentage
1939=100 changss
iource:
ppen-
dix Economic series 1949 1&)49’;,
table 1948 | e
No. 1948 First |Second| 1630 | 1999
irs econ s
Totall ! “hae’ | “half1 second
C-1 | Gross national product..._..____..__..._.___ 287 283 281 1.4 —2.2

Personal consurnption expenditure: 265 264 265 -.2 —.3

Gross private domestic investment 455 372 389 . 2 -7.8

Net foreign investment_..._._____.._.___ 21 . 122 —~133 | ... -1.1

Government purchases of goods and

SErVICeS._ ool 280 332 330 3341 4185 +1.4
C-4 | National income._.._.._.__.__.__ 312 307 310 304 —1.6 —~2,0
Compensation of employees. 204 297 207 297 1 +1.4 +.1
C-7 | Personal income.._._...._..__. 292 202 204 290 —.1 -13
Disposable personal incom 272 275 277 23| +1L1 -15
Personal net saving._._..____. 444 533 578 480 | +20.0 | —15.4

C-8 | Per capita disposable personal income:
Current dollars.. ... ... 243 241 244 238 -7 ~2.4
1948 dollars. .o 141 142 143 140 +.5 —-1.8
C-~9 | Labor force, including armed forces..._._.... 113 114 113 116 | +1.3 +2.7

Civilian Jabor foree. .. .. ... ... 111 112 111 114 { 411 +42.8

Employment. ... ..o ... 130 128 127 130 —1.1 +2.2
Nonagricuttural .. ... .. 142 140 139 1421 —1.4 +2.2
Agricultural ________________.... 83 84 83 84 +.7 +2.2
Unernaployment ... o ... 22 36 34 38| +64.51 +12.9
C-11 { Average gross weekly earnings:

Manufacturing. .. ..o ooooeoiaooiooL-n 227 230 229 230 | +1.2 +.6

Bituminous ecal mining.__...__.________ 302 268 297 224 | —11.4 | 247

Buailding construetion. ... . ... 227 234 233 235 | +3.2 +.9

C-14 | Physical production index of goods and
selected services:

TOtaY . - oo e e 167 159 [©] ® —4.9 ®
Agricultural___ 132 130 [O) (3) —-1.4 %)
Nonagricultural 177 167 170 164 | —5.6 -3.7

C-15 | Industrial production: Total .. ... 176 161 166 156 | ~8.9 —6.1

Durable manufactures_ .. _.____________ 206 184 196 172 | -10.7 | -12.2

Nondurable manufactures.__.._...._... 162 154 153 155 | —5.1 +1.2

Minerals o i 146 126 135 119 | —13.5 | —11.9

C-16 | New construction: Total ___._ ... 208 306 133 1731 +3.0{ +420.8

Private. .. 382 369 162 207 ~-3.5) +27.3
Residential ______ ... .. 342 332 136 197 | —2.7| +44.8
Nonresidential .____.___ ... 456 405 203 202 | —11.2 —.6
Publicutilityand farm__.._____._.__ 414 424 189 235 | +2.51 +24.2

Puble. oo i 169 211 89 122 | +25.1 +36.4

C-17 | Business expenditures for new plant and
equipment. ... ceo o eecccaean 370 344 351 338 | —~6.9 ~3.6
C-18 | Inventories:
Manufacturing.. 297 (®) 290 ® [Q] [Q]
300 ®) 284 (O] (3; (O]
27 ® 256 ® (8 ®
373 (’; 353 (%) Q] (O]
334 [© 306 [Q] (%) ()
300 0] 305 ® ® ®
C-21 172 170 171 170} —1.1 —.&
221 212 213 2121 -3.8 —.3
197 190 192 186 | —3.8 —3.2
113 116 115 116 | +2.8 +.8
C-22 | Wholesale price index: All commodities. 214 201 204 198 | —6.2 —3.1

Farm productS.....oceveun- 2388 258 261 246 | —12.1 —5.9

Foods ..o oo 254 229 232 227 9.9 —-2.1

Other than farm products an 186 181 184 178 | —2.5 —-2.9

See footnotes at end of table, p. 194,
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TABLE C—45.—Changes in selected economic series since 1939 and 1948 and during 1949—Con.

_ Percentage
1939 =160 ohanges
iource:
ppen-
ix Economic series 1649 li?:s%
table 1948 4 yarrto
No. 1948 First | & d 1309 1949
Total 1| IS | oecon 49 | second
half | halfi half |
C-23 | Prices received by farmers....__...__._.__..___ 302 264 273 257 | —12.6 —5.9
Prices paid by farmers (including interest
and taXeS) L eoiaiiaaaaaan 202 197 198 195 | —2.5 —~1.5
C-24 | Consumer credit outstanding, end of period. . 205 235 202 235 | +14.6 | +16.0
C~29 | Corporate profits:
Profits before taxes.. . o.oooeoo .. 535 425 429 418 | —20.7 2.5
Profits after taxes. . ... .. __._____.__ 424 334 336 332 | —2L.2 ~1.2
Dividend payments....._..._._..__. 208 221 221 2210 6.3 ...
Undistributed profits_______________ 1,100 692 700 683 | —37.1 ~2.4
C-39 | Merchandise exports, including reexports 4.__ 426 403 450 356 | ~5.5| —20.9
C-42 | General merchandise imports 4. . . ... ... 286 266 273 258§ —7.1 —4.8

1 Estimates based on incomplete data.

2 Changes are comnputed from data as reported and therefore may differ slightly from changes computed
from the indexes shown here,

3 Not available.

4 1936-38 average=100,
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