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the BUSINESS SITUATION

THE economy weakened further in
the third quarter. Real GNP declined
1, percent at an annual rate, after a
114-percent decline in the second quar-
ter.' Estimates of components making
up the four-fifths of GNP for which
monthly source data are available indi-
cate that real GNP has trended down
since January-February.

Although the second- and third-quar-
ter declines in real GNP were small,
there were both large increases and
large declines in the components (chart
1). This feature is brought into sharper
focus by a separation of real GNP, final
sales, and inventory change (CBI) into
their motor vehicle and nonvehicle com-
ponents (table 1). For motor vehicles,
large changes in final sales and large
changes in CBI tended to offset each
other in their impact on the change in
GNP. In the third quarter, final sales
were up $6 billion and CBI was down $8
billion.? In the second quarter, it was

1. The third-quarter GNP estimates are based
on the following major source data: For personal
consumption expenditures (PCE), retail sales, and
unit auto and truck sales through September; for
nonresidential fized investment, the same informa-
tion for autos and trucks as for PCE, manufac-
turers’ shipments of machinery and equipment for
July and August, July and August construction
put in place, and investment plans for the quar-
ter; for residential investment, July and August
construction put in place, and housing starts for
July and August; for change in business inven-
tories, July and August book values for manufac-
turing and trade, and unit auto inventories through
September ; for net cxports of goods and services,
July and Avugust merchandise trade, and frag-
mentary information on investment income for the
quarter; for government purchases of goods and
gervices, Federal unified budget outlays for July
and August, State and local construction put in
place for July and August, and State and local em-
ployment through September ; and for GNP prices,
the Consumer Price Index for July and August,
the Producer Price Index through September, and
unit value indexes for exports and imports for
July and Avgust. Some of these source data are
subject to revision.

2. Quarterly estimates of the mational income
and product accounts are expressed at seasonally
adjusted annual rates, and quarterly changes in
them are differences between these rates.

final sales that were down, $11 billion,
and it was CBI that was up, $13 billion.
For nonvehicle components, final sales
declined in both quarters—the same
amount, $714 billion, and with the same
pattern. Increases in nonvehicle per-
sonal consumption expenditures and
nonresidential structures were more
than offset by declines in each of the
other nonvehicle components, i.e., pro-
ducers’ durable equipment, residential
investment, net exports, and govern-
ment purchases. In the third quarter,
the decline in nonvehicle final sales was
offset in its impact on the change in
GNP by an increase in nonvehicle CBI;
in the second quarter, the change in
CBI was negligible.

These kinds of changes suggest that
several strong causal factors—some
countering each other, some reinfore-
ing—have been at work. The impact of
persistently high interest rates—wheth-
er a result of monetary policy or a reflec-
tion of inflation—can be seen in several
GNP components: residential invest-
ment, motor vehicles (although strongly
affected by other factors as well), con-
sumer spending on items such as furni-
ture and household equipment, and
State and local government construc-
tion. Price changes, including auto re-
bates, help explain some components of
consumer spending. Also, the apprecia-
tion of the dollar against foreign cur-
rencies had a strong impact on net ex-
ports. There is no evidence, however,
that the new Federal fiscal policy has
affected GNP in a major way. Although
some categories of expenditure—most
importantly, grants-in-aid to State and
local governments—have turned down,
most of the changes in expenditures are
yet to be felt. The tax cuts enacted as
part of the Economic Recovery Tax Act
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of 1981 are unlikely to have as yet af-
fected the spending and saving of in-
vestors or consumers.

Prices—Food and energy price in-
creases have continued to fluctuate
widely and have largely accounted for
changes in the rate of increase in the
price of GNP. The fixed-weighted price
index for GNP increased at annual rates
of 10, 8, and 9 percent in the first three
quarters of this year; the increase in the
price of GNP less the food and energy
components held fairly steady at around
9 percent (table 2). These increases were
about the same as the average quarterly
increases in 1980 (abstracting from the
effect of the pay raise for Federal em-
ployees).

The price of final sales to domestic
purchasers—i.e., the price of goods and
services purchased by, rather than pro-
duced by, U.S. residents—increased
1015 percent at an annual rate in the
first quarter, the same as the GNP price,
and 714 and 8 percent in the second and
third quarters, less than the GNP price
(table 3). The performance of export
and import prices, which account for
the difference between the two meas-
ures, both improved substantially after
the first quarter. Export prices, after
increasing 1114 percent in the first
quarter, increased only moderately in
the second and third—514 and 414 per-
cent. However, import prices improved
more. After increasing 12 percent in
the first quarter, they showed only a
small increase in the second and a 6-
percent decline in the third. It is likely
that the strong appreciation of the dol-
lar since mid-1980 contributed to the
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Table 1.—Real GNP and Motor Vehicle Output: Change From Preceding Quarter
[Billions of 1972 dollars, based on seasonally adjusted annual rates]

1981
I i m
GNP..__ - 30.8 6.0 2.2
Less: Motor vehicle output... -7 1.8 -1.9
GNP less motor vehicle output..._. 3.5 -1.8 -3
Final sales - . 25.1 -18.2 =17
Less: Motor vehicles. ._.____ 7.7 -10.9 5.9
Final sales less motor vehicles. . __.._____.________.__ 17.4 -1.3 7.6
Personal consumption expenditures less motor vehicles. 7.9 3.4 5.2
Nonresidential structures. .. .o oo L8 .8 .9
Producers’ durable equipment less motor vehicles. - 2.3 -6 -2.6
Residential investment. . ___.___ . ___.__..___.____ .4 -3.2 -4.6
Net exports less motor vehicles. _._________ L0 -3.6 6.2
Government purchases less motor vehicles. .. ..o eeeeee 3.8 -4.0 -4
Change in business inventories._ . . iciecan 5.8 12,2 -5
Less: Motor vehicles. oo .o oo e ___ - -8.4 12.8 -1.9
Change in business inventories less motor vehicles - oo 14.2 -6 7.4

NoTE.—Dollar levels are found in the National Income and Product Accounts Tables, as follows: GNP, table 1.1-1.2; motor

vehicles, tables 1.14-1.15 (autos) and 1.16-1.17 (trucks).

improved performance of import
prices. In addition, other factors were
at work—mainly abundant crops,
which affected prices of agricultural ex-
ports, and a lower price for imported
petroleum. The average price of petro-
leum imports was $34.63 per barrel in
the first quarter and $35.64 in the sec-
ond, but dropped to about $33.25 in the
third.

Within final sales to domestic pur-
chasers, some third-quarter price in-
creases were larger than second-quarter
increases and some were smaller, but
most second- and third-quarter in-
creases were smaller than first-quarter
increases. The increase in the price of
personal consumption expenditures
(PCE) was among those that was
larger in the third quarter than in the
second quarter—8 percent at an annual
rate, compared with 614 percent.

PCE food prices contributed to the
acceleration. They increased at an an-
nual rate of 9 percent after increas-
ing 1% percent in the second quarter.
The acceleration was primarily due to
a turnaround in the price of food con-
sumed at home—especially meat and
poultry—from a small decline to a 9-
percent increase. Food consumed at
home has a weight of about 75 percent
in the fixed-weighted index for PCE
food, and so the total food index moves
closely with it. The price of restuarant
meals, the other principal food com-
ponent, increased 614—71l4 percent in
both quarters. These increases were at
lower end of the range, which ex-
tended to about 12 percent, within
which increases in the price of restau-
rant meals have fluctuated over the last
2 years. The greater stability of this
price than of the price of food con-

Table 2.—~Selected Fixed-Weighted Price Indexes: Change From Preceding Quarter

[Percent change at annual rates ; based on index numbers (1972=100), seasonally adjusted]

1979 1980 1981
I I I v I I IIx v I 11 IIt
L3\ 9.3 8.9 8.8 110.3 9.7 9.3 9.0 110.4 10.2 7.9 9,2
Food components 2. . . 15.3 6.6 5.0 7.9 3.2 4.1 17.1 18.6 7.3 .6 8.3
Energy components 3 18.5 36.9 34.9 27.8 40.7 13.1 2.0 2.3 36.4 143 10.1
GNP less food components. ... ... o o i i, 8.3 9.4 9.5 10.8 10.8 10.2 7.8 9.1 10.7 9.2 9.3
GNP less energy components.................. 8.8 7.6 7.5 9.3 8.0 9.1 9.5 10.9 8.6 7.5 9.1
GNP less food and energy components 7.6 7.8 7.9 19.5 8.9 9.9 8.3 19.8 8.9 8.9 9.3

1, Includes pay raises for Federal employees, which added 0.8 and 1.4 percentage points to the increase in GNP prices in the fourth quarters of 1979 and 1980, respectively. X
2. Consists of all comg)onents for which separate estimates are prepared. The major component that is not included is purchases of food by the Federal Government other than transactions

by the Commodity Cre

it Corporation that are treated like purchases.

. 3. Consists of all components for which separate estimates are prepared. The major components that are not included are (1) exports of energy, (2) the gasoline and motor oil portions of
inventories of gasoline service stations, and (3) the energy portions of inventories of businesses that do not produce energy for sale.

NoTE —Ina-much as GNP is a sum of final produets, the food and energy estimates in this table do not take into account the effect on the prices of final products of changes in the prices

of the food and energy that are costs of production.
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sumed at home—changes in the price of
food consumed at home ranged from a
small decline to an increase of about 20
percent—reflected the smaller weight of
volatile farm prices.

PCE energy prices declined in the
third quarter at an annual rate of 14
percent, after increases of 814 percent
in the second quarter and 3914 percent
in the first. Third-quarter declines for
gasoline and fuel 0il—914 percent and
6 percent, respectively—more than off-
set continued price increases for electric-
ity and natural gas (addendum to table
3). Sharp first-quarter increases for the
petroleum products reflected the in-
creased price of imports and the com-
pression of the final phases of the de-
control of domestic crude oil and refined
products into the first quarter. In the
third quarter, reduced marketing mar-
gins were a factor in the price declines,
which on a monthly basis began in the
second quarter. Price changes for energy
services fluctuated less than did those
for gasoline and fuel oil, but rates of in-
crease tended to remain high, Natural
gas price increases reflected the phased
deregulation of domestic supplies and
higher prices of imports from Canada
and Mexico.? Electricity prices reflected
the automatic passthrough in many
States of increased fuel costs. Addi-
tional fluctuations in both electric and
gas rates were due to the timing of rate
increases approved by State public util-
ity commissions. For example, rate
hikes were a major factor in driving up
third-quarter electricity prices 30 per-
cent—double the rate of increase regis-
tered in either of the two preceding
quarters.

Prices of other PCE goods and serv-
ices increased at an annual rate of 914
percent in the third quarter, higher than
the increases of 7-9 percent registered
over the past year. Prices of services
were largely responsible for the step-up.
Increases in the prices of rents, local

3. The increasing use of “lifeline” rate struc-
tures, which price a larger quantity of each resi-
dential customer’s consumption at the lowest rate
during the winter heating seasom, has not been
fully removed through seasonal adjustment. The
seasonally adjusted second-quarter inecrease thus
reflected utilities’ switch to their effectively higher
summer rate schedule (and the fourth-quarter
change will reflect their switch to the effectively
lower winter rate schedule).
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Table 3.—~Fixed-Weighted Price Indexes: Change From Preceding Quarter

[Percent change at annual rates; based on index numbers (1972=100), seasonally adjusted)

1981
I II I

Gross national produet. .. _________________ .- 10,2 7.9 9.2
Less: Change in business inventories e cmmecmeemenen - - - .-
Equals: Final sales. ... oo icce e cmcacn ——- - 10.3 7.9 9.1
B 75T H 5 o 1o o OO OO 11.7 5.6 4.3
Plus: I POTtS . o o oo oo 11.8 .4 ~6.1
Equals: Final sales to domestic purchasers. .o 10,3 7.3 7.8
Personal consumption expenditures...._ - 10.9 6.5 8.2
00d. .o - 6.4 .5 8.8

b 313 ¢ U 39.2 8.3 -7

Other personal consumption expenditures. ... ... ... 8.0 8.2 9.6
L1117 g OO 9.5 8.6 7.3

Nonresidential structures._._.. - 9.0 8.1 8.2

Producers’ durable equipment._. - 9.9 11.8 8.4

Residential .. _._.____________ - 10.1 6.0 6.3

Government purchases._ . . .. ciccmeeaae 9.3 8.6 7.2

Addendum: Personal consumption expenditures, energy:
Nondurables:

Gasoline and oil. .. 45.0 2.3 —=9.6

Fuel oil and coal. .. 76.1 16.2 -6.0
Services:

EleCtricity - o oo oo 15.7 12,1 30.2

Noatural a8, o oo 12.4 2.3 10.2

1. Index number levels for the fourth quarter of 1980 through the third quarter of 1981 were: 203.1, 207.7, 212.0 and 215.9.

NotE.—Index number levels are found in the National Income and Product Accounts Tables, tables 7.1-7.2.

Table 4.—~Selected Labor Market Indicators
[Seasonally adjusted]
1980 1981 Change from preceding quarter
111 v 1 II I 1980:IV | 19811 198L1:IT | 1981:111
Household survey
Civilian labor force (thou-

SANAS) - - oo ccceceo 104,982 | 105,173 | 105,800 | 106,768 { 106,434 101 627 968 —334
Employment. _. 97, 061 97,276 48, 012 98,8.8 98,725 215 736 856 —143
Unemployment. . 7,921 7,897 7,788 7,900 7,709 —24 —-109 112 —191

Joblosers. ... . 4,357 4,232 3,863 4,041 3,986 —125 —369 178 ~55

Onlayoff..... - 1,758 1,538 1,275 1,338 1,265 —220 —263 63 -73
Otherjob losers. ... _. 2, 598 2,693 2,589 2,702 2,721 95 —~104 113 19
Job leavers, reentrants,
and new entranis____.. 3,610 3, 665 3,872 3,902 3,768 55 207 30 —134
Unemployment rate (per-
cent):
Total .. 7.5 7.5 7.4 7.4 7.2 0 -1 0 -2
Adultmen___.__ 6.6 6.3 6.0 6.1 5.9 -.3 -.3 .1 -2
Adult women. __ - 6.4 6.7 6.6 6.6 6.6 .3 -1 0 0
Teenagers. oo cveeeeem-. 18.4 18.3 19.1 19.2 18.7 —.1 8 .1 -.5
Civilian Iabotr force partici-
3.8 63.7 63.9 64.3 63.8 -.1 2 .4 —.5
79.4 79.2 78.9 79.4 78.9 -2 -.3 R -.5
51.5 51. 4 51.9 52.4 52.2 -1 5 .5 -2
56.5 56. 4 56.9 56.3 54.8 -.1 5 —.6 -1.5
Establishment survey
Employment, nonfarmpay-

roll (thousands)..._.... 90, 213 90, 820 91, 232 91, 546 91,895 607 412 314 349
Goods producing. . . 25, 306 25,594 25,670 25,741 25,943 288 7% 7 202

Construction_....._.._. 4,319 4, 38! 4,398 4,345 4,266 66 13 —-53 —-79

Manufacturing:

Durables. _.......____ 11,911 12, 060 12,086 12, 246 12,332 149 26 160 86
Nondurables - 8, 064 8,098 8,095 8,144 8,198 34 -3 49 54
Distributive 1__. 25, 529 25, 585 25,721 25,842 26, 016 56 136 121 174
Services 2.._.. | 23177 23,300 23,619 23,849 | 25042 222 220 230 193
Government__._..__...... 16, 201 16, 242 16,222 16,114 15, 894 41 -20 —108 -220
Average weekly hours,

private nonfarm:

Total. oo 35.2 35.3 35.3 35.3 35.1 1 0 0 -2
Manufacturing. . ... _. 39.4 39.8 39.9 40.2 39.7 4 .1 .3 —-.5

1. Transportation and public utilities, and wholesale and retail trade.
2. Services, and finance, insurance, and real estate.

Source: Bureau of Labor Statistics.
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transit, telephone, and medical services
were larger than in the second quarter.

Employment and unemployment.—It
is difficult to obtain a consistent view of
third-quarter labor market conditions,
but, on balance, the indicators suggest
weakening (table 4). The household
measure of employment, which had in-
creased an average of almost 800,000 in
each of the two previous quarters,
declined 143,000 in the third quarter.
Unemployment also declined, and the
unemployment rate declined 0.2 per-
centage points to 7.2 percent. The de-
cline in the unemployment rate, how-
ever, was attributable to a decline of
334,000 in the civilian labor force, the
largest decline in almost 3 decades. The
labor force participation rate fell for
each of the three major demographic
groups—adult men, adult women, and
teenagers. Short-term changes in the
series derived from the household sur-
vey are often erratic.

The payroll measure of employment
increased 349,000, about the same as in
each of the two previous quarters. On a
monthly basis, however, employment
was flat from July to September. The
third-quarter increase was in services
(193,000), distributive industries (174,-
000), mining (142,000, largely because
the coal strike had depressed employ-
ment in April and May), and manufac-
turing (139,000). Average weekly hours
in the private nonfarm economy were
down 0.2 to 35.1, and manufacturing
hours were down 0.5 to 39.7. Part of the
weakness in hours may have been due to
the unusual occurrence of Labor Day in
the September survey week.

Perspective on recent conditions can
be obtained by tracing developments
since the recession a year ago. (Al-
though the household measure of em-
ployment hit its 1980 low in the second
quarter, the payroll measure hit its low
in the third, and the unemployment rate
was higher in the third quarter than in
the second.) The household measure of
employment was 1,664,000 higher in the
third quarter of 1981 than it had been a
year earlier.’ Employment was up
1,131,000 among adult women and 938,-
000 among adult men; adult men had
accounted for about three-fourths of the

SURVEY OF CURRENT BUSINESS

drop in employment from the first to the
second quarter of 1980. Largely because
of declines in teenage population and
labor force participation, employment
among teenagers was 404,000 lower in
the third quarter of 1981 than a year
earlier.

At 7.2 percent in the third quarter of
1981, the unemployment rate was 0.3
percentage points lower than a year
earlier. The decline was entirely among
adult men, whose unemployment rate
had risen from 4.1 to 6.6 percent over
the previous year; in the third quarter
of 1981 it stood at 5.9 percent. Other
signs of weakness in the labor market
recovery included the number of dis-
couraged workers (1,050,000), which
was almost 100,000 higher than a year
earlier, and the number of workers on
part-time schedule for economic reasons
(4,316,000), which was 179,000 higher.

[Thousands]
Change from 1 year
earlier
1981: 111
1980:11T | 1981:111
Manufacturing employ-
ment. ______________ 20, 529 ~1,145 553
Durables. .ccc oo ---. 12, 332 -931 421
Lumber and  wood
produets_ . ______.__. 689 -100 18
Furniture and fixtures. . 488 -44 33
£tine, clay, and glass
products ............. 658 -60 7
anary metal indus-
.................. 1,146 -186 66
Fabncated metal prod
.................. 1,611 ~161 49
Machmery, except elec-
trical.______ - 2,540 -63 80
Electric and electronic
equipment.__.._.._._. 2,166 -56 94
Transportation equip-
ment. oo e 1,888 -237 47
Instruments and re-
lated produects.. .. ... 727 12 19
Miscellaneous manu-
facturing. . _.______ 420 -34 8
Nondurables._____..__._.
Food and kindred 8,198 -215 134
products. .......___.
Tobacco Imanufacturers. 1,678 -14 -35
Textile mill products. __ 72 -2 3
Apparel and other tex- 853 | - ~44 15
tile products....._._..
Paper and allied prod- 1,277 -37 18
Prmting and publish- 700 -25 14
ng. . . 1,195 16 38
Chemicals and  allied
products. ___________. 1,112 -12 13
Petroleum and coal
products. - 212 -2 4
Rubber and miscella-
neous plastics prod-
.................. 762 -82 56
Leather and leather
products. . __________ 237 -13 8

The payroll measure of employment
was 1,682,000 higher in the third quar-
ter than it had been a year earlier. The
increase in employment was spread
across industries, except construction,
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which was at its lowest level in over 3
years, and government, which was at its
lowest level in over 2 years. Manufac-
turing employment was up 553,000. As
shown in the accompanying tabulation,
however, the recovery was less than one-
half of the previous-year decline and
in some industries was minimal.

Costs and productivity—Table 5
adapts the information on real product,
employment, and hours to focus on costs
and productivity in the business econ-
omy other than farm and housing.
Productivity—as measured by real gross
product per hour—declined 3 percent at
an annual rate after a I4-percent in-
crease in the second quarter. In both
quarters, real product declined and
hours were weak. Compensation per
hour increased at roughly the same rate
in both quarters; if allowance is made
for the two special factors that affected
the first quarter—increases in the mini-
mum wage and employer contributions
for social insurance—the increase in
compensation per Hour has been about
814 percent each quarter this year. The
increase in unit labor cost has trended
up over the year, even without allow-
ance for the effect of the special factors.

Table 5.—Real Gross Product, Hours, and
Compensation in the Business Economy
Other Than Farm and Housing: Change
From Preceding Quarter

[Percent change at annual rates; based on seasonally
adjusted estimates)

1981
I I jas

Real gross product_....__.. 8.2 —-1.2 —2.0

...................... 3.1 ~1.8 1.1

Compensatxon .............. 15.5 6.9 9.6
Real gross product per

hou .g._..-.l?. p_‘_ 5.0 .6 -3.1

Com ensation per hour.____ 12.0 8.8 8.4

Unitlaborcost .. ... 6.7 8.1 1.8

Personal income and its disposition

Weakness in the economy was again
visible in the components of personal in-
come that are related to production.
Wage and salary disbursements regis-
tered another moderate increase—$31
billion (table 6). It was larger than the
second-quarter increase mainly because
of the effects of the coal strike: The
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Table 6.— Personal Income and Its Disposi-
tion: Change From Preceding Quarter

[Billions of dollars; based oxtl s]easonally adjusted annual
rates

1981
I IT I
Wage and salary disburse-
ments. . _..o.oooooaooo. 45,1 24,1 30.9
Manufacturing._.______._ 12.4 9.4 7.8
Other commodity-pro-
UCING e ae e 4.9 2.6 4.5
1.4 5.9 6.8
12,5 8.0 7.7
Government and govern-
ment enterprises........ 3.9 3.4 4.0
Proprietors’ income......... —-1.9 2.0 1.2
Farm.... .. ..o .- -3.5 2.7 1.4
Nonfarm. .. .........._. 16 -7 -2
Personal interest income.... 19.0 12.1 149
Transfer payments._.__.._. 57 4.6 18.5
Other income....._...._.._. 6.8 6.7 7.8
Less: Personal contribu-
tions for social insurance. . 1.0 .8 1.8
Personal income........_._. 63.6 48,7 .5
Less: Personal tax and
nontax payments_.___ 12.8 10.9 17.0
Impact of legislation.... ~2.8 —-1.4 .4
Other ... ... 15.6 12.3 16. 6
Equals: Disposable per-
sonal income___._________ 50.8 37.8 54.5
Less: Personal outlays.... 59.5 20.1 60.9
Equals: Personal saving ._._ —~8.7 17.7 —6.4
Addenda: Special factors—
Minimum wage........__ 200 (e ees
Cost-of-living increases in
Federal transfer pay-
ments. oo oo oo L1 1.3 16.3
Social security (in per-
sonal contributions
for social insurance):
Basechange____.__.__._._ A 25 PR
Rate change...._..__.__ [ 2 PN
Coal strike. ... f-oeooooo —-2.6 2.6

strike reduced second-quarter wages
about $214 billion, and the resumption
of coal mining added about $214 billion
in the third quarter. The increase in
manufacturing and in the services in-
dustries was a little smaller than in the
second quarter and that in the distribu-
tive industries was a little larger, but, in
each industry group, the second- and
third-quarter increases were substanti-
ally smaller than the first-quarter in-
crease. In government and government
enterprises, the third-quarter increase
included almost $1 billion of lump-sum
payments and one-time bonuses paid to
employees of the U.S. Postal Service
under an agreement signed in July.
Farm proprietors’ income increased
$114 billion in the third quarter. The
increase was more than accounted for
by farm production that went into in-
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ventories. Cash receipts from farm
marketings were actually down, reflect-
ing mainly a large drop in crop prices.

At $23 billion in the third quarter,
farm proprietors’ income remains far
below its $3214 billion peak in the sec-
ond quarter of 1979 (chart 2). Over this
period, the volumes of production and
of purchases of intermediate products
have changed little, but differential
price movements have put a squeeze on
gross farm product—i.e., on the GNP
originating on farms.* Even though
crop prices increased about 15 percent,
the average price of marketings in-
creased only about 6 percent because
livestock prices declined. Prices of in-
termediate products increased about 20
percent, reflecting increases in the
prices of fuel and fertilizer. Further,
even though gross farm product was
down over this period, incomes other
than farm proprietors’ income, espe-
cially net interest, that are part of gross
farm product were up. Thus, farm
proprietors’ income, which is what re-
mains after deduction of these incomes
and other charges against gross farm
product, was depressed.

Personal interest income increased
$15 billion in the third quarter. This in-
crease was larger than in the second
quarter but fell short of that in the
first. Personal interest income has been
the fastest growing component of per-
sonal income in recent years. Increases
in interest rates for particular types of
assets and shifts of portfolios toward
higher yielding assets, rather than in-
creases in persons’ holdings, have been
the primary factors in the increase.
(Personal interest income and the pro-
cedures used to estimate it were de-
seribed in the Special Note to the “Busi-
ness Situation” in the September 1981
issue of the Survey.)

Transfer payments, which are not re-
lated to production, increased $1814 bil-
lion, accounting for about one-fourth
of the third-quarter increase in personal
income. An 11.2 percent cost-of-living

4. The relationship among the several measures
of farm production and income is seen, for recent
years, in tables 1.18 and 1.19 in National Income
and Product Accounts, 1976-79, a special supple-
ment to the SURvVEY OF CURRENT BUSINESS., See
also Shelby W. Herman, ‘“The Farm Sector,”
SURVEY 58 (November 1978) : 18-26.
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adjustment to benefit payments under
several Federal programs went into
effect in July. The adjustment amount-
ed to $1614 billion, of which $15 billion
was in social security benefits.

In recent years, cost-of-living in-
creases—which have amounted to $1-2
billion each quarter except in the third
quarter when social security increases
become effective—have been a growing
share of the increase in transfer pay-
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ments. Over the last four quarters,
transfer payments increased $32 billion.
(Although government unemployment
insurance benefits declined $4 billion,
the total of social security, veterans,
government employee retirement, aid to
families with dependent children, and
other benefits increased $36 billion.) Of
the $32 billion, cost-of-living increases
accounted for $20 billion ; the remainder
was accounted for by increases in the
number of beneficiaries and, to a smaller
extent, in benefits per beneficiary.

Total personal income increased $7114
billion, compared with $4814 billion in
the second quarter, and disposable per-
sonal income increased $5414 billion, or
1114 percent at an annual rate, com-
pared with $38 billion, or 8 percent. The

I CHART 3

Disposable Personal Income and
Personal Saving Rate

Billion $ (Ratio scale)

2,000 |~ DISPOSABLE PERSONAL INCOME .

1,800

1,600
1,500
1,400
1,300

1,200

1,100

Constant (1972) $ R

oqs

1,000
o
ot
L
-

800 v b a v s b bt o gy edsng
Percent
12 [” PERSONAL SAVING RATE*

10 —

NN EUWEAENE RS RN ENaa M

19756 1976 1977 1978 1979 1980 1981
Seasonally Adjusted at Annual Rates

N

*Personal saving as a percentage of disposable personal income.

U.S. Department of Commerce, Bureau of Economic Analysis 81-10-3

SURVEY OF CURRENT BUSINESS

third-quarter increase in income was
smaller than that in outlays, so that
saving declined and the saving rate
moved down from 5.4 percent in the sec-
ond quarter to 4.9 percent (chart 3).
Changes in saving and the saving rate
were probably affected by the large and
abrupt changes in PCE on motor ve-
hicles in the third and earlier quarters
of the year. Also, because personal sav-
ing is measured as the difference be-
tween disposable personal income and
personal outlays, saving and the saving
rate are influenced by the procedures
used to adjust income and outlays for
seasonality. The cost-of-living increases
in social security benefits are not season-
ally adjusted; in contrast, outlays—of
which expenditures made out of these
benefit increases are an indistinguish-
able part—are seasonally adjusted.

In real terms, disposable income in-
creased 2 percent at an annual rate, after
an increase of 114 percent in the second
quarter. In contrast, in the three earlier
quarters since the 1980 recession, in-
creases in real disposable income were
larger—in the range of 34 percent.

Real PCE.—1In the third quarter, as
earlier in the year, PCE on motor ve-
hicles and parts registered on extraor-
dinary large change (table 7). The
pattern of these changes—increases of
$5-6 billion in the third and first quar-
ters and a decline of $9 billion in the
second—can be traced to a large extent
to the rebate and other price discount
programs that were superimposed on
economic and financial conditions that
were generally adverse to motor vehicle
purchases. These developments are dis-
cussed in more detail in “Motor Ve-
hicles, Model Year 1981,” later in this
issue.

Aside from motor vehicles and parts,
PCE remained weak. After it had in-
creased 314 percent at an annual rate in
the first quarter, it increased only 114
percent in the second and 2 percent in
the third. In goods, all major categories
except energy either declined or were
unchanged: Furniture and household
equipment edged down after a second-
quarter decline; food was unchanged
after a substantial increase; and cloth-
ing and shoes declined again. In con-
trast, gasoline and oil increased—the
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first strong increase in three quarters.
In services, the increase, although larger
than in the first and second quarters,
continued below trend.

The effect on consumer spending of
the third-quarter increase in personal
income is particularly hard to assess, be-
cause little is known about the pattern
of spending out of cost-of-living adjust-
ments to transfer payments, which are
one-shot step-ups, received largely by
retirees, and expected because they are
legislated. Although the pattern of in-
creases in real disposable income over
the past year helps explain the pattern
of increases in PCE on other than motor
vehicles, it appears that factors other
than income were also at work. The

Table 7.~ Real GNP: Change From Preceding
Quarter

[Percent change at annual rates; based on billions of 1972
dollars, seasonally adjusted at annual rates]

1981
I I 111
GNP 8.6 -L6 -0.6
Finalsales .. ...__.__.__ 6.9 —4.7 -5
Personal consumption ex-
penditures . 5.8 -2.1 4.3
Durables. __ R 24.1 —-23.3 15.3
Motor vehicles and
parts. ..o 51. 4 —47.1 47.1
Furniture and house-
hold equipment_.__. 9.3 -5.3 -1.4
Other durables. ... _. 6.5 6.1 —.8
Nondurables___. 4.6 2.7 1.4
Food...__._. 6.8 4.7 .2
Energy ! —24.2 -7.4 21.5
Clothing and shoes, 10.5 -~5.0 -8.3
Other nondurables 3.0 ~2.0 —-.1
Services._._..._... 1.4 Lé 3.5
Energy 2__ -13.1 9.9 7.3
Other services_ - 2.3 1.2 3.3
Fixed investment__...._._. 10.8 —7.6 —&.8
Nonresidential .. _. - 13.3 -2.1 -4
Structures.. .. .o-... 16.6 6.7 6.8
Producers’ durable
equipment._. ... 11.8 —5.9 —-3.6
Autos and truc! 22.0 —24.4 4.2
Other.________ 10.0 -2.0 ~10.7
Residential ___________. 3.6 —23.4 —33.3
Net exports of goods and
Services. oo acoeoooifecacm oo
Exports.. .. 13.8 —2.3 —8.7
Merchandise. _ .. - 16.4 —6.0 —~20.5
Agricultural .. _.. 52.9 -35.2 —25. 4
Nonagricultural 8.4 3.4 -19.3
Other.___ 10.2 2.6 8.5
Imports. _ 10.3 14.2 11.0
Merchandise 6.0 16.0 11.3
Petroleum____....__ 2.1 -15 —32.3
Nonpetroleum. ... 6.3 17.7 15.9
Other ... oon.. 19.5 10.6 10.3
Government purchases of
goods and services. . .. 5.4 -5.6 -.5
14.8 —8.4 5.3
- 1.1 2.6 8.1
Nondefense._......... 46.8 —26.4 o
Commodity Credit
Corporation 3___ . { - fovocooaas
Other..........._. 3.6 —6.5 —6.2
Stateandlocal____._..._ .2 -3. —4.0
Change in business inven-
tories. .o oo

1. Gasoline and oil, and fuel oil and coal.

2, Electricity and gas.

3. Estimates, in billions of 1972 dollars, for the fourth
quarter of 1980 through the third quarter of 1981 were: ~1.4,
1.8,—0.4,8nd 0.7.

Note.—Dollar levels are found in the National Income and
Product Accounts Tables, as follows: GNP and its major
components, tables 1.1-1.2 and 1.3-1.4; personal consumption
expenditures detail, tables 2.2-2.3; motor vehicles, tables
1.14-1.15 (autos) and 1.16-1.17 (trucks); and net exports details,
tables 4.1-4.2 and 4.3-4.4.
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sharp decline of residential construction
and high interest rates on consumer
loans help explain the weakness in fur-
niture and household equipment. The
course of their prices helps explain food
and energy: The third-quarter leveling
in food purchases, after two quarters of
increases, coincides with the accelera-
tion of food prices, and the strong in-
crease in gasoline coincides with the
decline in its prices.

Real investment

Nonresidential fixed investment lev-
eled off in the third quarter after a 2-
percent annual rate decline in the sec-
ond. The weakness in both quarters
was in producers’ durable equipment
(PDE). In PDE, the quarterly changes
in motor vehicles were similar to those
in PCE—an increase in the third quar-
ter after a decline in the second. These
changes in PDE were due to autos;
trucks were unchanged (see “Motor Ve-
hicles, Model Year 1981”). Other PDE,
after a 2-percent decline in the second
quarter, fell off sharply in the third,
Computers and aircraft, which often
show large quarter-to-quarter changes,
were the major items in the decline.

Investment in nonresidential struc-
tures in the third quarter again ran
counter to the course of most other cate-
gories of final sales, increasing again at
8 61457 percent annual rate. Since its
1980 low, which lagged that of GNP by
one quarter, it has increased 914 per-
cent. Office and industrial construction
were the major factors in the third-
quarter increase. Over the past year,
both—but especially office construc-
tion—have increased sharply, although
with some quarter-to-quarter irregular-
ity. Construction of commercial struc-
tures other than offices was flat after a
second-quarter decline. This construc-
tion, which roughly follows the pattern
of residential investment, has increased
only slightly over the past year. Petro-
leum exploration and drilling changed
little in the third quarter. In contrast,
in most of the recent quarters it has reg-
istered strong increases, reflecting the
incentives provided by sharply rising
petroleum prices, which in turn were
due to decontrol of domestic crude oil
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prices coupled with increasing interna-
tional prices. Public utility construec-
tion was down. Over the past year elec-
tric utilities construction has been held
down by a variety of factors, including
energy conservation and regulatory
restrictions.

Residential investment.—Residential
investment, which had declined at a
2314-percent annual rate in the second
quarter, declined 3314 percent in the
third. Both single- and multi-family
construction declined more than in the
second quarter. The “other” component
of residential investment, which in-
cludes additions and alterations, brok-
ers’ commissions on the sale of resi-
dences, and mobile homes, remained flat.

Single-family starts, which had de-
clined 10 percent in the second quarter
(not at an annual rate), declined 18
percent in the third (chart 4). Multi-
family starts, which had declined 24
percent in the second quarter, declined
17 percent. Permits were down about 20
percent, as both single- and multi-
family permits declined more than in
the second quarter. Sales of existing
homes, which had increased in the sec-
ond quarter, declined 8 percent in July-
August; the August (annual) rate of
2,260,000 was the lowest in over 6 years.

81-10-4

Sales of new homes, which had declined
13 percent in the second quarter, de-
clined 12 percent in July-August.

Financial factors were unfavorable to
residential investment in the second and
third quarters of 1981, as they had been
in the corresponding quarters of 1980.
Last year, financial conditions, although
unfavorable, improved during these
quarters and set the stage for a mod-
erate upturn. This year, in contrast,
they worsened and indicate that an up-
turn is unlikely in the near term.

The prime rate—to which construc-
tion loans are tied—quickly rose from
17 percent in April to a 19142014 per-
cent range, where it remained through
September (chart 5). In 1980, in con-
trast, the prime had fallen during the
corresponding period. The commitment
interest rate on 25-year mortgages with
a loan-to-price ratio of 75 percent rose
from 15.05 percent in April 1981 to 17.20
percent in early September. During the
corresponding period in 1980, the com-
mitment rate fell from the then record
level of 16.16 percent to 12.88 percent.
Reflecting these interest rate patterns,
mortgage commitments made in August
of this year by insured savings and loan
associations (S&L’s) were about 40 per-
cent lower than in April; last year com-
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mitments in August were substantially
higher than in April.

Higher mortgage rates and higher
home prices raised the monthly prin-
cipal and interest charges on the aver-
age mortgage for the purchase of a
newly built house in the second and
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third quarters of 1981 to about $800, 24
percent more than a year earlier. Such
an increase made it even more difficult
for a potential purchaser to qualify for
a mortgage.

The S&L’s—major suppliers of
mortgage funds—were buffeted in the
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second and third quarters of this year.
The inflc w of funds deteriorated. With-
drawals exceeded new deposits every
month during the April-to-August pe-
riod, cumulating to a deposit loss (ex-
clusive of interest credited) of $19.3 bil-
lion, and net mortgage loan repayments
were low. To offset these declines, S&L’s
borrowed heavily from the Federal
Home Loan Banks ($12.7 billion) and
from other sources ($6.1 billion). The
high cost of both deposits and borrow-
ings, coupled with the low levels of
mortgage lending, was reflected in a
$2.1 billion decline in S&L’s net
worth—indicating an operating loss.
The introduction of All Savers Cer-
tificates (ASC’s) on October 1 will re-
duce the cost of funds to S&L’s and
other depository institutions. ASC’s—
authorized by the Economic Recovery
Tax Act of 1981—are 1-year certificates
with a yield equal to 70 percent of the
yield on 1-year Treasury bills. Interest
on the certificates—up to a lifetime
limit of $1,000 for an individual and
$2,000 for a couple filing jointly—is
exempt from Federal income tax. Al-
though the ASC’s will benefit S&L’s,
they are not likely to have much impact
on construction. Preliminary indica-

"tions are that many ASC’s are being

purchased by transfer of funds from
other accounts at S&L’s; thus the net
deposit gain from the sale of ASC’s
may be relatively small. Moreover,
S&L’s may be reluctant to extend long-
term mortgage loans with money raised
from the sale of relatively short-term
certificates ; new 1-year securities issued
by the Federal National Mortgage As-
sociation (FNMA) may be a more at-
tractive investment to many S&L's.
FNMA, in turn, is likely to use a large
part of these proceeds to finance its ex-
isting portfolio of mortgages rather
than to channel the funds into construc-
tion by buying large quantities of new
mortgages in the secondary market.
Change in business inventories—The
rate of accumulation of business inven-
tories was essentially the same in the
third and second quarters, so that CB1
contributed little to the third-quarter
change in real GNP. In contrast, CBI
had contributed substantially—$12 bil-
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lion—to the second-quarter GNP
change.

Motor vehicle inventories accounted
for a substantial part of CBI (table 8).
In the first quarter, motor vehicle in-
ventories were drawn down by design;
rebates on a wide range of models were
initiated for this purpose. In the sec-
ond quarter, inventories accumulated,
and at a substantial rate—on specific
models early in the quarter and more
widely spread late in the quarter as sales
weakened. A second round of rebates
and other price discounts in the third
quarter helped reduce inventories,
which built up sharply in the first part
of the quarter. (See “Motor Vehicles,
Model Year 1981.”)

Nonvehicle inventory changes are
more difficult to interpret. In the first
and second quarters, the rate of accumu-
lation was roughly the same and was
moderate. In the first quarter, accumula-
tion was centered in manufacturing,
and in the second it was somewhat more
widespread. In the third quarter, the
rate of accumulation was stepped up;
the accumulation was widespread but
there was some concentration in non-
durable retail trade. These quarters of
accumulation, in combination with
generally weak sales in the second and
third quarters, have pushed inventory-
sales ratios up—but not to the high
levels reached in the second quarter of
1980.

Real net exports

Net exports dropped sharply in the
third quarter, as they had in the second.
The declines—8$614 billion and $414 bil-
lion, respectively—were largely in mer-
chandise trade. These declines were due
to declines in exports in combination
with continued increases in imports.

In merchandise exports, the changes
have been large in two of the three
quarters of this year. An increase of
$314 billion in the first quarter was pri-
marily due to an unusually large in-
crease in agricultural products. In the
second quarter, when a decline of $114
billion was registered, exports of agri-
cultural products turned down, more
than offsetting an increase in nonagri-
cultural exports. The nonagricultural
exports increase was largely in capital
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Table 8.—Real Change in Business Inven-
tories

[Billions of constant (1972) dollars, seasonally adjusted at
annual rates}

1981

I II III

Change in business inven-
tories oo ... ~-1.4 10.8 10.3
Motor vehicles_..__.._.._. —6.0 6.8 =11
Autos. ..o ool -5.7 6.6 -.1
Trueks. .. —-.3 .2 -1.0
Other. . ooo.e 4.6 4.0 11.4

NoTE.—Changes in motor vehicles inventories are from
National Income and Product Accounts tables 1.14-1.15
(autos) and 1.16-1.17 (trucks).

goods and autos; the increase in capital
goods was more than accounted for by
a jump in shipments of aircraft. In the
third quarter, a $5 billion decline re-
flected a further drop in agricultural
exports and widespread downturns in
nonagricultural exports, to which air-
craft contributed substantially. Exports
in general were held down by the ap-
preciation of the dollar. In addition,
agricultural exports were affected by
several specific factors, including abun-
dant crops abroad, and nonagricultural
exports were held down by depressed
economic activity in many foreign
countries.

In merchandise imports, petroleum
changed little in the first and second
quarters and resumed its downtrend in
the third. An average of 6.0 million bar-
rels per day was imported, compared
with 6.1 million barrels a year ago and
8.6 million barrels 2 years ago. (Third-
quarter imports included purchases for
the strategic petroleum reserve, which
were resumed in the fourth quarter of
1980.) Nonpetroleum imports were
stimulated by the appreciation of the
dollar. Increases each quarter—larger
in the second and third than in the
first—mainly reflected increases in in-
dustrial supplies and materials, capi-
tal goods, and consumer goods.

Government

Real government purchases declined
again, although much less than in the
second quarter—14 percent at an annual
rate compared with 514 percent. In the
second quarter, both Federal purchases
and State and local purchases declined ;
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in the third, Federal purchases were up,
but were more than offset by a continued
decline in State and local purchases.

In Federal purchases, the third-quar-
ter increase was in defense purchases;
nondefense purchases were flat. The
agricultural price support operations of
the Commodity Credit Corporation, as
they moved from net redemptions of
loans to net extensions, resulted in a $1
billion increase. This increase was offset
in nondefense purchases by declines in
the services categories. Purchases of the
services of employees, i.e., employee
compensation, which accounted for
about 45 percent of Federal nondefense
purchases, continued to edge down.
Since the third quarter of 1980, they
have declined 4 pereent. Purchases of
other services include research and de-
velopment, travel, rent, utilities, and
communications, and accounted for
about 35 percent of nondefense pur-
chases. They declined more than com-
pensation in the third quarter, as they
had in recent quarters; since the third
quarter of 1980, they have declined 16
percent.,

The declines in State and local pur-
chases were due to structures and, in the
third quarter, to compensation of em-
ployees. A major factor in both the sec-
ond and third quarters was reduced
Federal support. Employee compensa-
tion reflected the phasing out of em-
ployees hired previously under the
Comprehensive ~ Employment  and
Training Act, and structures reflected
the limitation of growth in grants-in-
aid supporting specific types of con-
struction and the elimination of the
State portion of general revenue shar-
ing. n addition, construction was held
down by the persistence of high interest
rates.

NIPA Federal sector—Changes in
current-dollar Federal receipts and ex-
penditures are shown in table 9. Ex-
penditures increased $2814 billion, com-
pared with an increase of only $4 billion
in the second quarter. The major factor
in the increase, and also in the step-up
from the second quarter, was transfer
payments. They increased $1714 billion,
of which $1614 billion was due to the
cost-of-living increases mentioned ear-
lier. Purchases of goods and services in-
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creased $8 billion after a second-quarter
decline of $2 billion. Defense purchases
accounted for some of the swing; as
noted earlier, they increased more in the
third quarter than in the second. Most
of the swing, however, was due to the
operations of the Commodity Credit
Corporation. Net interest paid increased
$6 billion, roughly twice as much as in
the second quarter, following the course
of Federal interest paid. Grants-in-aid
to State and local governments declined
$21% Dbillion, continuing the declines
earlier in the year.

Receipts increased much more than
in the second quarter. Corporate profits
tax accruals probably changed little,
but had declined $10 billion in the sec-
ond quarter, reflecting a decline in
profits and the impact of the tax redue-
tions under the Economic Recovery Tax
Act of 1981. Personal taxes increased
$1314 billion and contributions for so-
cial insurance increased $3 billion; both
increases were larger than in the second
quarter because of the larger increase
in wages and salaries. Indirect business
taxes, in contrast, declined. This de-
cline, and their second-quarter increase,
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Table 9.—Federal Government Receipts and Expenditures, NIPA Basis: Change From
Preceding Quarter

[Billions of dollars, based on seasonally adjusted annual rates]

1981
I II III

Receipts _ .. o eeeas 4.3 3.5 n.a
Personal tax and nontax receipts. .. .o 10.4 9.8 13.4
Corporate profits tax aceruals. - ........_.__... 2.0 -9.8 n.a.
Indirect business tax and nontax accruals._. 11.5 2.0 -1.4
Contributions for social insurance......._... 20.3 1.5 3.2
Expenditures. .o 23.0 4.2 28.5
Purchases of goods and services. . 9.6 -2.1 8.1
National defense_ .-......._.-.. 3.6 3.1 6.4
NoONAefense . . - oo oo et mmmcaieaaes 6.0 —5.2 1.7
Transfer DAY eNtS. - . o eeis 2.9 2.9 17.3
Grants-in-aid to State and local governments. R ~L7 -.6 —=2.6
Net interest paid. ... .. ... . 12.5 2.7 5.8
Subsidies less current surplus of government enterprises. . . —.4 1.3 —.2
Less: Wage accruals less disbursements._ . oo 1] 0 .2
Surplus or deficit (—), national income and product accounts___________________. 21.3 —.6 n.s.

n.a. Not available.

Nork.—Dollar levels are found in the National Income and Product Accounts Tables, table 3. 2.

were accounted for by the windfall
profits tax, which reflects changes in
the price of domestic crude oil.

The statement that corporate profits
tax accruals probably changed little
was based on a residual calculation of
corporate profits that assumes that the
statistical discrepancy in the national

income and product account is the same
as in the preceding quarter. On the
basis of this calculation of profit tax ac-
cruals, it appears that the Federal def-
icit on a national income and product
account basis was about $13 billion
larger than the $47 billion recorded in
the second quarter.
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National Income and Product Accounts Tables

s

The tables that follow are presented in eight groups, and the table numbers reflect these groups. The table numbers will also be used
in future publications presenting national income and product account estimates. The groups are:
. National product and income . Saving and investment
2, Personal income and outlays . Product and income by industry
3. Government receipts and expenditures . Implicit price deflators and price indexes
4. Foreign transactions . Supplementary table: Percent change from
preceding period for selected items

—

[o B =]

The abbreviations used in the tables are;: CCAdj Capital consumption adjustment
IVA Inventory valuation adjustment
NIPA’s National income and product accounts

I Preliminary
r Revised
1980 1981 1980 1981
1979 1980 II III v I II III» 1979 1980 II l 111 1A% I II IIL »
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of dollars Billions of 1972 dollars
Table 1.1-1.2.—~Gross National Product in Current and Constant Dollars
Gross national product 2,413.9 (2,626.1 |2,564.8 (2,637.3 [2,730,6 |2,853.0 |2,885.8 |2,947.0 |1,483.0 (1,480,7 (1,463.3 {1,471.9 |1,485,6 |1,516,4 |1,510.4 (1,508, 2
Personal consumption expenditures......_._______ 1,510.9 (1,672.8 |1,626.8 (1,682.2 |1,751,0 [1,810.1 (1,829,1 |1,888.6 | 930,9 | 935.1 | 919.3 | 930.8 | 946,8 | 960.2 | 955.1 | 965.2
Durable goods..-.. --{ 212.3 | 211.9 194.4 | 208.8 | 223.3 | 238.3 | 227.3 | 240.0| 146.6 | 1358 | 126.2 | 132.6 | 139.1 146.8 1 137.4 1 142.4
Nonglurable goods. .| 602.2 | 675.7 | 664.0 | 674.2 | 703.5| 726.0( 7353 750.1| 354.6 .4 | 856.6 { 354.9 | 360.4 | 364.5| 367.0 | 368.2
Services...__..... -- .| 696.3 | 7852 768.4 | 799.2 | 824.2 | 845.8 | 866.5 | 898.6 | 429.6 | 440.9 | 436.5 | 443.3 | 447.3 | 448.9 | 450.7 | 454.6
Gross private domestic investment.._____.________| 415.8 | 395.3 | 390.9 | 377.1 | 397.7 | 437.1 | 458.6 | 449.8] 232.6 | 203.6 | 200.5 | 1953 | 2005 | 21,6 | 219.7 { 214.4
Fixed im{nfmnnf 308.3 | 401.2 | 383.5 | 393.2 | 415.1 | 432.7 | 4353 | 432.2| 222.5| 206.6 | 199.2 | 200.2 | 207.6 | 213.1 208.9 | 204.1
Nonresidential .. e 279.7 | 206.0 | 289.8 | 204.0 | 302.1 | 315.9 | 324.6 | 330.8| 163.3| 158.4 | 156.1 155. 8 157.0 | 162.0 | 1611 161.0
Structures....__ - 96.3 | 108.8 108. 4 107.3 | 1115 { 117.2 123.1 127.8 48.5 48.4 48.7 46. 47.8 49.6 50. 4 51.3
P!‘oducers’ durable equipment._____._....__ 183.4 | 187.1 181.4 186.8 | 190.7 { 198.7 | 20L.5 | 203.1 114.8 | 110.0 | 107.4 108.8 109.3 1124} 110.7 109.7
Residential cevvmeccesusemeeeeo-| 118.6 | 1053 93.6 99.2 | 113.0 | 116.7 110.7 { 1014 59.1 48.1 43.1 4.7 50,6 51.0 47.8 43.2
Nonfarm structures. ———— 113.9 | 100.3 88.9 94.5 1 107.6 | 111.4 105. 4 95.8 56.2 45.2 40.3 41.9 47.5 48.0 44.8 40.2
Farm structures 1.8 2.0 1.8 1.7 2.2 2.2 2.1 2.3 .9 .9 .8 .7 1.0 .9 .9 L0
Producers’ durable equipment__.._____.____ 2.9 3.0 2.9 3.0 3.1 3.2 3.2 3.2 2.0 2.0 2.0 2.0 2.0 2.1 2.0 2.0
Change in business inventories. ..__._._.._____. 17.5 | —5.9 7.4 —16.0 | —17.4 4.5 23.3 17.6 10.2 | =29 1.3 -50] -7.2| —-l4 10.8 10.3
Nonfarm.. 13.4 —4,7 6.1 —12.3 | -14.0 6.8 215 13.9 7.8 —-2.4 .6 -3.1 —=5.6 -.3 9.9 8.4
Farm... ——— 4.1 -1.2 1.3 -3.7 -3.4 ~2.4 1.8 3.8 2.4 —.5 .7 -1.8 -15 -11 .9 L9
Net exports of goodsand services..._........._...| 13.4| 23,3 7.1 44.5| 23,3| 29.2| 208 180 37.7| 520 1.7} 57.6( 485| 509 44.2| 39.5
Exports.... 281.3 | 339.8 | 333.3 | 342.4| 3461 | 367.4 | 368.2 | 362.8| 146.9 | 16L.1| 160.5| 160.5| 157.4 [ 162.5| 161.5 | 157.9
Imports.. — 267.9 1 316.5 | 216.2 | 297.9 | 322.7 338.2( 347.5 | 344.8 109.2 | 109.1 108.9 { 102.8 | 108.9 111.6 | 115.4 118.4
Government purchases of goods and services____.] 473.8 | 5§34.7 | 530.0 | 533.5 | 558.6 | 576.5 | 577.4 | 59%.5| 281.8 | 290,0 | 291.9 | 288.2 | 289.8 | 293.6 | 289.5 | 289,1
Federal 167.9 ( 198.9 | 198.7 | 194.9( 212.0| 221.6 | 219.5 | 227.7| 101.7 | 108.1 | 110.7 | 106.9 | 107.4 | 111.2 | 1087 | 110.2
National defense. 1.2 | 13L7 128.7 | 1314 | 141.6 145.2 148.2 | 154.6 67.1 70.9 70.9 70.9 719 72.1 72.6 74.0
Nondefi 56,7 67.2 70.0 63.5 70.4 76.4 71.3 73.0 3476 37.2 39.7 35.9 35.4 39.0 36.1 36,1
State and loeal .. __. 305.9 | 335.8 | 331.3 ] 338.6 | 346.6 | 354.9 | 357.9 | 362.9 180.1 181.9 | 181.2 | 181.3 | 182.4 182.5 180.7 178.9

Table 1.3-1.4.—Gross National Product by Major Type of Product in Current and Constant Dollars

Gross national product_. .. __ ... 2,413.9 |2,626.1 |2,564.8 |2,637.3 |2,730,6 (2,853.0 (2,885,8 (2,947.0 }1,483.0 |1,480,7 {1,463.3 |1,471.9 |1,485,6 |1,516.4 |1,510.4 |1,508.2
Final sa!es--.-: ..... 12,396.4 (2,632.0 i2,557.4 (2,653.4 12,748.0 (2,848.5 (2,862.5 (2,920.4 |1,472.9 (1,483.6 |1,462.0 |1,476.9 |1,492.7 |1,517.8 (1,499.6 |1,497.9
Change in business inventories_ .. ___________. 17.5 | —=5.9 7.4 —16.0 | —17.4 4.5 23.3 17.6 10.2 | -2.9 13| —-50| -7.2| —l.4 10.8 10.3
Goods. 1,055.9 |1,130.4 |1,106.4 |1,129.4 {1,169,0 (1,247.5 (1,257,0 {1,281.9 | 674.5 | 665.2 { 658.1 | 657.5| 662.9 | 683,9 | 6863 | 685.1
Final sa.l.es-.. 1,038.5 |1,136.3 {1,099.0 (1,145.4 |1,186.3 11,243.1 |1,123.7 |1,264.3 | 664.3 | 668.1 | 656.8 | 662.4 | 670.1 69 .3 | 675.5 | 6749
Change in business inventorfes__._____________ 17.5 | —5.9 7.4 —16.0 | —17.4 4.5 23.3 17.6 10.2 | -2.9 1.3 —5.0| =72 | —l4 10.8 10.3
Durablegoods_ .. oo o..._.| 45121 458.6 | 444.6 | 456.5| 476.7 | 501.4 | 516.9 | 514.9 | 296.9 | 279.4 270.8{ 274.6 | 281.8 | 280.3 | 288.6 | 283.0
Final sales, 439.7 | 462.6 | 441.3 | 464.9 ] 476.0 | 505.5 | 498.3 | 505.3 | 290.2 | 281.3 | 270.1 | 278.4 | 281.5| 202.5| 279.7 | 278.9
Change in business inventories......._._.____ 1.5 | —4.0 3.3| -84 T =42 18.5 9.6 6.7 —19 7| —38.8 .31 =31 8.9 4.1
Nor}dul’able goods 604.7 | 6719 | 661.8  672.9 | 692.2 | 746.1 740.1 767.0 | 377.5 | 385.7 | 387.3 | 382.9 | 38L1| 399.6 | 897.7 | 402.2
Final sales........ 598.8 | 673.7 | 657.7 | 680.5 | 710.3 | 737.5| 735.3 | 758.9 | 374.1 | 386.81 386.7 | 384.0| 388.6 | 307.9| 3958 ] 396.0
Change in business inventories. ._..._.-_____. 6.0| —1.8 41| =77 -18.1 8.6 4.8 8.0 35| —1L1 6] —-L1] ~7.5 17 19 6.2
Services_.__ ----}1,097.2 |1,229.6 |1,205.6 [1,249.0 (1,285,383 [1,317.1 |1,344,7 |1,388.0 678.0 | 695,7 | 690.6 699. 91 70,7 | 703.6 | 704,7 | 7086
Structures 260.8 3 252,8 | 258.9 | 276,4 | 288.4 | 284,1 | 277.1 | 130.6 | 119,8 | 114.6 | 114.5 | 121,0 | 123,9 | 119.4 | 114.4
Addenda:
Gross domestic purchases ! ____........_.___[2,400.5 12,602.8 |2,547.7 [2,592.8 12,707.3 |2,823.8 12,865.1 12,920.0 |1,445.3 [1,428.7 |1,411.8 |1,414.3 {1,437.1 |1,465.6 |1,464.2 |1,4r8,6
Final sales to domestic purchasers!..__._____.__[2,383.0 (2,608.7 |2, 540.3 |2,608.8 |2,724.6 |2,819.3 |2,841.8 (2,911.4 |1,435.1 (1,431.7 [1,410.4 [1,419.2 (1,444.2 [1,466.9 11,453.5 |1,4.8.4

1. Gross domestic purchases equals GNP less exports plus imports; final sales to domestic purchasers equals final sales less exports plus imports.
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Table 1.5~1.6.~Gross National Product by Sector in Current and Constant Dollars

1980 1981 1980 1981
1979 1980 II IIL ‘ v I | II III» 1979 1980 II III v 1 1I III»
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of dollars Billions of 1972 dollars

Gross national product 2,413.9 [2,626.1 |2,564.8 |2,637.3 [2,730.6 |2,853.0 |2,885.8 (2,947.0 |1,483.0 (1,480.7 |1,463.3 | 1,471.9(1,485,6 |1,516.4 | 1,510,4/1,508.2
Gross domestic product 2,370.1 (2,576,5 |2,516.7 |2,586.9 |2,682.0 !2,800,7 [2,835.5 |2,894.5 {1,455.9 |1,452.4 [1,435.5 [1,443.4 [1,458,9 |1,488.4 | 1,483,8/1,481.0
Business. —---]2,046.3 12,221,2 |2,166.4 {2,230.0 (2,311.4 '2,420.8 |2,449.2 i2,502.7 {1,258.3 |1,25L. 8 |1.235.2 |1,242.3 |1,257.5 (1,286.4 | 1,281.811,279.5

Nonfarm. . 1,974.1 [2,153.7 [2,100.8 (2,159.1 |2,248.6 ;2,350.1 |2,383.7 12,436.0 {1,222.1 |1,216.8 |1,198.5 |1,207.6 |1,227.9 |1,250.9 | 1,248.9/1,244,
Nonfarm less housing - |1,786.0 {1,040.9 {1,891.7 |1,943.1 [2,025.3 {2,120.2 |2,147.3 12,192.4 ]1,004.8 [1,084.5 |1,066.8 [1,074.6 [1,093.7 |1,115.4 | 1,112.1}1,106.5
Housing. - 188.1 | 21z.8 | 209.1 216.0 | 223.3 229.9 236.4 | 243.6 127.3 132.3 131.7 133.0 134.2 1385.5 136.8| 133.0
Farm 70.0 68.1 67.5 67.9 69.4 67.3 72.4 73.6 34.9 35.3 37.8 33.1 33.2 33.6 36.5| 38.5
Statistical diserepancey .. caeeeeoooceeaen 2.2 -7 =19 3.0] —6.6 3.4 —6.9| -—6.9 1.4 -4 -11 .71 -3.6 1.8 —-3.6/ -—3.5
Households and institutions 75.7 85.9 84.4 86.9 90.4 93.9 96.4 98.3 43.7 45.4 4.9 45.6 46.1 46.7 46.9| 46.8
Private households. 6.4 6.7 6.7 6.7 6.9 7.0 6.9 6.9 3.5 3.5 3.5 3.4 3.4 3.4 3.3 3.3
Nonprofit institutions. oo oeooooe 69.3 79.2 7.7 80.2 83.5 86.9 89.5 91.4 40.2 41.9 41.5 42,1 42.7 43.2 43.5| 43.6
Government -] 248.1 | 269.3 | 2659 269.9 ; 280.3 | 285.9 289.9 | 293.5 153.9 | 135.2 155. 4 155.5 155.3 155.3 155.2( 154.7
Federal 75.8 81.9 80.5 80.7 87.1 87.9 88.2 88.5 49,0 49.2 49. 4 49.4 48.9 49.0 49.0( 49.1
State and local. ... 172,3 | 187.4 | 185.4 | 189.3 | 193.3 | 198.0 | 201.6 ! 2050 | 104.9 | 106.0 [ 105.9 | 106.1  106.3 | 106.4 106.2; 105.6
mt oldthe world 43.8 49,7 48.1 50.5 48.6 52.3 50,4 52.5 27.2 28,3 27.8 28.5 26,7 28,0 26, 21.1

endum:
Gross domestic business product less housing. . |1, 858.2 |2,008.4 |1,957.3 [2,014.0 [2,088.0 |2,191.0 (2,212.8 (2,259.1 |1, 131.0 {1,119.5 [1,103.5 |1,109.4 [1,123.3 |1,150.8 | 1,145.0/1,14L.5
1980 1981 1980 1981
1979 | 1980 | II I v I 11 Hi» 1079 | 1980 it III v I Ir oI»
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of dollars Billions of dollars

Table 1.7.—Relation of Gross National Product, Net National

11.—Nati I T,
Product, National Income, and Personal Income Table 1.11.—National Income by Type of Income

Gross national product |2, 413.9(2,626. 12, 564.8'2, 637. 312,730, 6:2, 853, 0|2, 885, 8[2, 947. 0 National income. . _..... 1,963, 3(2.121.4]2, 070, 012, 122,412, 204,82, 291,1(2,320.9| ...
Less: Capital  consumption
allowances  with Compensation of employees. _ _|1, 460, 9(1,59, 5{1, 569, 0|1, 597, 4{1,661. 8,1, 722. 4|1, 752, 01,790, 0
CAdj.. 253.6| 287.3| 283.7| 291.8| 298.9] 306.5/ 316.7] 326.0
Capital co: Wages and salaries 1,235, 9|1, 343. 6[1, 320. 4|1, 342. 3|1, 397. 3|1, 442. 9|1, 467. 0{1, 498. 1
allowances. 199.2( 224.1] 220.3| 226.9] 233.7| 243.2| 251.9{ 261.2 Government and govern-
. CCAdQj -] —54.5] —63.1] —63.4| —64.9| —65.2] —63.3} —64.9] —64.8 ment enterprises. _._.... 235.9] 233.6] 250.5| 253.9| 263.3| 267.1; 270.5| 274.8
Equals: Net national product. . |2, 160, 3(2, 338, 9,2, 281, 112, 345, 5.2,431,7 2, 546. 4|2, 569, 1(2, 6210 Other..o-vooenoooonoooe 1,000.0,1,090. 011, 069. 9|1, 088. 4|1, 134. 011, 175. 7|1, 196. 41, 223.3
Less: Indirect business tax Supplements to wages and _
and nontax liability.._| 188.4| 212.3 206.3| 215.8] 228.0| 245.5) 249.4] 253.3 salarfes.......... oo | 225.0) 252.9) 248.6) 255.0) 264.5| 279.5 285.1) 291.9
Business transfer pay- Employer _contributions .
ments.. oo PRy 0.4 105 103 1006 109 1n2l 115 1.8 for social insurance..... 106.4] 1158 113.6; 116.0] 12L.0} 131.5) 133.2| 135.6
Statistical -d'lsErepancy.-.- 2.9 -7 =19 3: 0! —6: 6 3.4 —6.9 _____'__ Other labor income........ 118.6| 137.%| 135.1| 130.1| 143.5] 148.0 151.8; 156.3
Plus: Subsidies less current Proprietors’ income with IVA
surplus of government and CCAdj_ . ............ 131,6( 130.6} 124,9| 129.7| 134.0| 132.1] 134.1] 135.4
enterprises...-ccoceeo.. 3.1 4.6 3.7 6.3 5.4 4.7 5.7 53
Equals: National income...__. 1,963,3(2,121,4/2,070,0,2,122, 4,2, 204,82, 291.1/2,320.9| __.... B income with 30.8) 234 933 221 225 189 2.7 231
Less: Co%mrate profits with 1\‘/) g SR 36.6 30.3] 30.2| 20.0] 29.6| 26.1f 29.3 30.9
IVA and CCAdj..._.. 196.8| 182.7( 169.3| 177.9( 183.3| 203.0| 190.3(_ ____.. CCAdf . .. ~5.8/ —6.9 —6.9| —6.9| —7-2| -7.2[ —7.6 -7.9
Iéet :ll'_lltfr:ist...i-.---.i._l. 143.4 179.8 175.3] 185.3| 193.3| 200.8 211.0[ 219.5 ' . 113.2 12,3
ontributions for social 12X a 1) DU, 100.7| 107.2| 101.6 .6 1116 3 112.5 g
INSUrBNee.. .- ... w7.1) 28.7] 1005 20a1| 223 27 28 aes NP income. I 102 N3] tone NES 178 174 nsi 155
Wage accruals less dis- e —3.4| —3.7 o 0 113'5 40 —26 —1.2 -1.0
bursements.........| —.2{ 0| o | .5 -5l o o .2 CoxaIIIIIIT| Sio| Tie| T Z20| Szo| -1z -2 -z
Plus: Govemmentt transfer w00 283.8 270 s08.4| 3127 Rental income of e with : :
payments to persons._.. 3 . 270.3| 300.1| 303.1 . 312. 330.9 persol
Personal inferest incoms.| 200.6( 266.3 258.6) 2618 200.7| 287\ 0.9l 36 CCAdIonn 30.5| 318 a5 320 324 327 33 B9
ersona. ()¢l n-
COMeoeooooooee—| 48.6| 54.4| 542 551 561 580 60.2] 630 649 645 659 664 632 6.3 70.5
Business transfer pay- —33.1) —33,0| —33.9| —33.9| —35.5 —35.9) ~306.8
mentS..ooeeceeeaean- 9.4| 10.5| 10.3| 10.6; 10.9| 1L2[ 1L5 1.8  Corporate profits with IVA
Equals: Personal i 1,913.8,2,160. 2,7, 114, 5|2, 182,12, 256.2{2,319.82,368.52, 4400 and CCAdJ.._......._. 196.8) 182.7) 169.3| 177.9) 183.3| 203.0; 190.3)._....
Corporate profits with IVA .| 212.7| 199.8( 186.9] 195.9] 2000} 217.7( 205.1|.......
Billions of 1972 dollars
Profits before tax......_._. 255.4| 245.5] 217.9| 237.6| 249.5 257.0( 229.0|.
Profits tax lability......| 87.6( 82.8] 7.5 78.5 852 87.7 76.4|-
Table 1.8.—Relation of Gross National Product, Net National Prﬁ?‘t,?g#gs&“ R B 1 lgg‘g lgg“;’ lgg'; 1‘;‘;? 1%.2 lgg'g -
Product, and National Income in Constant Dollars Undistributed profits.| 117.6] 107.2] o00.7| 102.4| 106.6| 100.6| 90.6|____..
IVA L —42.6| —45.7) —31.1] —41.7| —48.4| —39.2| —24.0| —27 2
Gross national duct 1,483,0:1,480. 71,463, 31,471, 9(1. 485, 61, 516, 4|1, 510, 41, 508, <
Less: Caplin cgnsumpgon e g 516 4L510.411,508.2  COAG e —15.9| —17.2| —17.6| —17.9| —17.8| —14.7] —14.7| ~13.4
owances with CCAdj.| 141.6| 147.5| 146.6| 147.9 1495 151.2| 152.4! 154.0 .
Equals: Net national product. . |1, 341, 4|1, 333, 2|1, 316, 61, 324, 0|1, 336, 1]1, 365, 21,358, 0(1, 3542  Netinterest_________.________ 16.4[ 179.8 1753 1853 193.3| 200.8 2110/ 219.5
Less: Indirect business tax .
and nontax lability Addenda:
plus business transfer Corporate profits after tax
payments less subsi- : with [VA and CCAdj...| 109.2| 100.3| o7.8| 99.5 981 1153| 114.0f...__..
dies plus current sur- Dividends..._.___... e 50.2) 6.0l 557 567 5770 59.6] 620 648
plus of government Undistributed profits with .
enterprises......_. 1490.0| 147.2| 10.2| 151.9| 153.2) 152.9] 154.7 IVA and CCAdj......... 89.1) 443 421 428 40.4 557 2.0 ...
Statistical discrepan —.4] =11 17| —3.6 1.8 —3.6/.._.__.
N }i 1,184,61,170,6.1,173,11,187,8(1,210, 3{1,208, 7| .- ...
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Table 1.13.—Gross Domestic Produet of Corporate Business in Current Dollars and Gross Domestic Product of Neonfinancial

Corporate Business in Current and Constant Dollars

1980 1981 1980
1979 | 1980 II III v I I III» II IIL v I III »
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of dollars Billions of dollars
Gross domestic product Net domestic produet_...--___ 1,332.7|1,369.1(1,431,7(1,513. 1|1, 532.6| .._._.
of corporate business. _|1,494,9(1, 616, 5|1,576, 7|1, 617, 5(1, 688.0/1,774,8 [1,797.1) .____. Indirect business tax and
nontax liability plus busi-
Capital consumption allow- ness transfer payments
ances with CCAdj...-..__. 155.4| 175.4| 173.0{ 178.4| 183.2| 187.5 | 194.6{ 200.6 less subsidies. . .. _...___. 147.7| 155.4| 165.1 179.2 185.0
D¢ tic income. 1,185.0!1,213.611, 266. 61, 333. 9|1, 350.5| ...
Net domestic product......... 1,339.5(1,441.1(1,403. 7|1,439. 0|1, 504. 8|1, 587.3 [1,602.5{_____ Compensation of employ-
€68, oo o cmmem o 1,018.0]1, 034, 8|1, 078.5(1,121. 3 1,166.8
Indirect business tax and Wages and salaries....... 847.9] 860.9( 898.2| 930.7 967.9
nontax liability plus busi- Supplements to wages
ness transfer payments and salaries. _._...____| 170.1] 173.9] 180.4| 190.5 198.9
lesssubsidies. . ococooo--.-] 139.6| 1590.3| 154.4| 162.4] 172.5| 187.2 190.2| 193.3 Corporate profits with
VA and CCAdj....... 112.5) 121.2| 128.2] 152.1 m———-
Domesticincome._........... 1,199. 81, 281. 8|1, 249. 3/1,276. 6|1, 332. 4(1,400. 1 |1,412.2| _.____.
Compensation of employ- Profits before tax.._._____ . 202.9 N
€68 ceremcmcme-ae—----]1,011. 5/1,103, 1|1,083.0(1, 101. 71, 147. 8|1, 193.3 |1, 214.0(1,242.0 Profits tax lability. . 68.11 57.8{.-_._.
Wages and salaries_..._.-}] 845.9] 017.9| 900.8| 915.2| 954.6| 989.1 |1,006.0{1,028.9 Profits after tax._. 3 134.8 I
Supplements to wages Dividends____. 7| 46.9 . 4
and salaries_...________ 165.6| 185.2| 182.2] 186.4 193.2| 204.1 | 208.0] 213.1 Undistributed prof-
Corporate profits with 12 65.5/ 76.8] 82.7| 87.9 PO,
A and CCAdj...... 166.5) 151.5| 140.0] 147.0| 155.6{ 177.6 | 167.6|_____. IVA__. —31.1| —41.7| —48.4| —39.2 -27.2
CCAdj.. - —14.9| —15.0 ~14,7{ —11.6 —9.9
Profitsbefore tax....____] 225.0} 214.4| 188.6] 206.7| 221.8] 2315 | 206.2 Netinterest. ..o ceenen 54.4] 57.6| 59.9] 60.5 65.9
Profits tax liability... . 87.6| 82.3 715 785 852 87.7 76.4
Profits after tax.__..... 137.4| 132.0] 117.1| 128.2| 136.6| 143.8 | 129.9
Dividends.......____ 34.9| 37.4 37.9| 379/ 39.51 43.7| 455 Billions of 1972 dollars
Undistributed profits.| 102.5] 94.6| 79.3] 90.3| 97.1f 100.1 84,3
IVA. e et —42.6{ —45.7| —31.1] —41.7| —48.4] -39.2 | —24.0
CCAQfeecec e} =15.9| ~17.2| —17.6| —17.9] —17.8| —14.7 | —14.7 Gross domestic product
Netinterest. .- oo 21.9( 27.21 26.3] 27.9f 29.0 29.3 30.7 of nonfinancial corpo-
rate business.._______. 853,2{ 860,4| 876,9| 9010 —————
Gross domestic product
of financial corporate Capital consumption allow- .
business. ... ... 77.9] 8L.3] 80,4 79,7 83,3 84,7 80,8 ... ances with CCAQdj......____. 87.6| 88.5| 89.4] 90.4 92,1
Gross domestic product Net domestie produet.- ... 765.7| 771.9| 787.5/ 810.6 .
of nonfinancial corpo- Indirect business tax and
rate business. __._.____{1,417,0|1,535. 21,496, 3|1,537,7(1,604,7(1,690,1 (1,716,3|_._.._. nontax liability plus busi-
ness transfer payments
Capital consumption allow- less subsidies. . .. .o ._____| 94.1! 95.3] 97.2| 97.5 97.7
ances with CCAd}...........| 147.5 165.9] 163.6| 168.6| 173.0( 177.1 | 183.7 189.2 Domesticincome._..______.. 671.6| 676.5| 690.3{ 713.1| 713.3|cco__..
1980 1981 1980 1981
1979 1980 II IIT v I II III» 1979 III v I | II ‘ II»
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of dollars Billions of 1972 dollars
Table 1.14-1.15.—~Auto OQutput in Current and Constant Dollars
68.0 60.2 53.6 54.3 68,8 68,1 73.6 75.0 46.8 38,6 | 34.6 4.6 42.8 42,8 4.3 4.3
69.2 62.2 51.5 57.8 65.5 77.9 62,7 75.4 47.3 39,9 33.5 36.8 40.9 48,5 37.8 4.4
65.3 61.8 50.7 58,7 66.1 75.6 63.3 74.3 41.3 36.5 30. 4 34.3 37.5 42.8 34.2 39.1
49.4 46.2 36.8 4.3 48.8 57.4 44.3 54,3 33.1 28.6 22.9 26.9 29.7 35.0 26.1 31.3
15.9 15.6 13.9 14.4 17.3 18.2 19.0 20.0 8.2 7.8 7.5 7.4 7.8 7.8 8.1 7.9
13.2 12.4 1.0 13.3 12.5 13.7 12.9 15.2 9.9 8.5 7.3 8.6 8.9 9.9 8.8 10.4
22.2 21.2 18.3 21.9 22,4 24.7 22.3 26,5 14.9 13.2 11.4 13.4 13.6 15.0 13.0 15.2
Net purchase! -9.1f —88| —7.3| ~-87| -9.9| —1L0{ —9.4| —-1L.3}| —50| —47| —41| —48]| —-47| —50| —4.3 —4.9
Net exports. ... —10.1 | -12.9 | —10.9 | —15.1 | —13.9 | —12.2 | —14.2 | —14.9 —4.4 —5.5| —4.6| —6.6 -6.0 —4.7 -5.6 ~5.5
Exports.. 4.7 4.0 3.9 3.4 3.9 4.1 4.0 4.4 3.1 2.4 2.4 L8 2.4 2.5 2.4 2.5
Imports. - 14.8 16.8 14.8 18.4 17.8 16.3 18.2 19.3 7.6 8.0 7.1 8.4 8.3 7.2 8.0 8.0
Government purch .8 .8 .8 .8 .8 .8 7 .7 .6 .5 .5 .5 .5 .5 .4 .4
Change in busi i -1.2| -19 2.0 | -3.5 32| —-98) 109 -3| -5 -L3 10| —2.2 19| -5.7 6.6 —.1
N -1.0| -1.3 3.4 —3.8 3.5| —10.8 12.5 -.9 —.4 -.9 1.8 -2.4 2.1 -6.2 7.3 -4
-.2 -6 —1.4 .4 -.3 1.0 -16 .6 -1 -.3 -.8 2 -1 .4 -7 .3
Addenda:
Domesti_c output of new autos ! 57.8 48.8 43.0 45.3 55, 4 52.2 59.1 61.5 38.7 27.3 33.7 3.8 34.8 35,4
Sales of imported new autos2.__ 19.4 21.7 18.2 212 23.2 26.3 23.5 4.1 12.9 12.9 14.1 16.0 13.8 13.9
Table 1.16-1.17.~Truck Output in Current and Constant
Truck output ! 37.8 25,7 23.8 23,2 1.7 27,9 28,5 25.2 22,3 13.8 12.8 12.2 u.3 13.6 13.9 12.0
Final sales__. 37.7 27.8 26,1 27,5 26.8 27,6 28,1 27.4 22,3 14,9 1.1 1.5 13.7 13.9 13,7 13,0
Personal consumption expenditures. . ___.__.... 11.4 7.9 7.3 7.9 7.5 7.8 8.2 8, 7.6 4.9 4.5 4.8 4.5 4.7 4.8 4.8
Producers’ durable equipment_____________.____ 23.7 17.6 16.1 18.0 16.8 16.9 17.4 17.8 13.3 9.1 8.4 9.1 8.2 8.0 8.0 8.0
Net exports. - —.4 -1.1 -7 —L9| -=L0 -7 -~1.1 -2.5 —.4 ~.8 -6 -1.2 -7 -.6 ~.8 —~1.4
Exports.. 3.3 3.1 2.9 3.1 3.3 3.6 3.4 3.2 1.9 1.6 L5 1.6 L6 1.7 1.5 14
Imports.. ~ 3.8 4.1 3.5 5.0 4.3 4.3 4.5 5.7 2.3 2.3 2.1 2.8 2.3 2.3 2.4 2.9
Government purchases. . ... ... 3.0 3.3 3.3 3.4 3.5 3.6 3.7 3.8 1.7 1.7 1.7 L7 L7 1.7 L7 17
Change in business inventories.__________________ A =21 -2.2] —4.3 9 —.8 4| —22 d) 1,2 -1.3| -2.2 S| -3 2| -Lo

Table 1.14-1.15:

1. Consists of final sales and change in business inventories of new autos produced in the

United States.

2. Consists of l;l)etsonal consumption expenditures, producers’ durable equipment, and

government purchases.

Table 1.16-1.17:
1. Includes new trucks only.
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1979

1980

1981

1980 I ’ m

|

I II

III»

Seasonally adjusted at annual rates

Billions of dollars

1980 1981

1979 | 1980 | II III v I )38 III»

Seasonally adjusted at annual rates

Billions of dollars

Table 2.1.~Personal Income and Its Disposition

Personal income......_..

Wage and salary disburse-

Commodity-producing in-
dustri

Manufacturing. .
Distributive industries.
Service industries_........
Government and govern-

ment enterprises........__

Other labor income.__._._..._.

Proprietors’ income with IVA
and CCAdj..ucoeeo .

Nonfarm

Rental income of persons
with CCAdj..____.__......
Personal dividend income_.._.

P I interest i

Transfer payments. .. ...._...

Old-age, survivors, dis-
ability, and health in-
surance henefits_.....___.

Government  unemploy-
ment insurance benefits. ..

Veterans benefits._.....__

Government  employees
retirement benefits..._._.

Other transfer payments.. .
Aid to families with de-

pendent children.......

(-} S

Less: Personal contributions
for social insurance....__..

Less: Personal tax and nontax
payments_.._.._..__.______.

Equals: Disposable personal
income. e

Less: Personal outlays_.._....

Personal consumption ex-
penditures__...___...._._

Interest paid by consumers
to business. ...

Personal transfer payments
to foreigners (net)-.-...-

Equals: Personal saving..__..

Addenda:
Disposable personal income:
Total, billions of 1972
dollars. ..o

Per capita:
Current dollars?..______
1972 dollars ..o ..

Population (millions)l._.
Personal saving as percent-

age of disposable
personal income._..__._.

1,943.8

30.5
48.6
209.6)
249.4

131.8

9.8
14.4

37.0
56.4

11.0
45.4
0.6

302.0

1, 641.7
1,555.5

1,510.9
43.7

1.0
86.2

1,011.5
7,293
4,493
225.1

5.2

2,160.2)2,114.5|2,182.1

1,343, 7]1,320.4/1,341.8

456.0
343.2
323.2
290. 8

250.5
135.1

460.1
346.7
329, 2
208. 7,
253. 9|

139.1

130, 6|

23. 4
107.2

124.9

23.3)
101.6

129.7
22,1
107.6
31.8
54.4,
256.3
294.2

31.5
54.2
253.6
280.7

32.0
55.1
261.8
310.7

153.8

16. 0,
15.0

42.8
66.7

12.4
54,3

144.7

16.0
14.6

42.3
63.0

12.0
5L.0

163.2

19.0
14. 9]

43.1
70.5

12.8
57.7

85.9] 88.1

330.3| 341.5

1,821, 7
1,720,4

1,784.1
1,674.1

1,840.6
1,729.2

1,672.8
46, 4
12
10,3

1,626.8
46.3
1.0
110.0)

1,682.2
46. 0|
1.0
111.4

1,018. 4|1, 008. 2|1, 018. 5

8,002
4,473

227.7

7,848 8,074
4,435 4,468

227.3| 228.0]

5.6 6.2 6.1

2,266.2

1,397.8

134,0
22. 5!
111.6
324
56.1
269.7
313.9

165. 3|

17.5
15.5

45.7)
69.9)

13.1
56. 8|
91.2

359,2

1,897,0
1,799.4

1,751.0
46.8)
1.6
97.6

1,025.8
8,299
4,488
228, 6|

5.1

2,319, 8

1,442.9

1,947.8
1,858,9

1,810.1

1,033.3

2,368.5

1,467,0

501.3
377. 4
351.9
322.5

267.1
148.0

508.1
386.7
357. 8]
330.5
270.5

1518

132.1

18.9)
113.2

134.1
21.7]
112.5
32.7
58.0
288.7
319.6

33.3
60,2
300. 9
324.2

169.8

15.6
15.9

46.7
77

13.3
58.3

172.0)

15.6
15.9

48.5
72. 3]

13. 6
58.7]

102.3| 103.1

372,0f 382,9

1,985, 6
1,879.0

1,820.1
48.9)
1.0
106.6

47.8
1.0
88,9

1, 036. 8

8, 504
4,511

229.1

8,651
4,517

229.5

4.6 5.4

2,440.0

14978

23.1
112.3
33.9
63.0

315.8
342.7

188.5

14.8
15.9

48.9
4.7

13.9
60.8
104.9
399.9

2,040.1
1,93%.9

1,888.6
50,2
1,0
100.2

1,042.6
8,865
4,530
230.1

4.9

Tahle 3.14:

NoTE.—In this table interest and dividends received included in receipts; in tables 3.2 and
3.3 interest received and dividends received are netted against expenditures.

Table 2.2-2.3.—Personal Consumption Expenditures by Major Type

of Product in Current and Constant Dollars

Personal consumption
expenditures. . _______. 1,510.91,672, 8|1, 626, 81, 682, 2|1, 751,01, 810, 1|1, 829, 11,888 .6
Durable goods. . _..__....._._. 212,3] 211.9) 194.4] 208,8 223,3| 238.3| 227.3| 240.0
Motor vehicles and parts... 95.5] 89.9] 77.5| 87.0 94.6] 105.4| 93.4| 105.2

Furniture and household ]
equipment..._...__..____. 81.1f 84.6| 81.3] 84.6] 889 92.3] 92.4] 93.2
her. ... 35.8) 373 356 37.2] 39.8f 40.6] 41.6, 41.6
Nondurable goods__.___..__.. 602,2| 675,7) 664,0[ 674,2, 7035 726,0] 735.3] 750.1
Food._ .. ... 312.1 345.7| 338.4| 347.7| 360.4| 372.5| 377.8| 386.6
Clothing and shoes. 98.9| 104.8| 102.3| 105.3| 109.4] 113.4| 115.8( 116,9
Gasoline and oil...___ 68.4 89.0f 90.9] 853 90.5 93.5| 92.4] 95.3
122,9| 136.2( 132. 4| 136.0/ 143.3| 146.6| 149.4] 151.2
16.0 19.8 19.2| 20.7 20.5 20.5 21.0] 20.6
106.9] 116.4 113.1| 115.3] 122.7] 126.1f 128.4| 130.6
696.3| 785,2/ 768,4| 799.2| 824,2] 845.8| 866.5 898.6
Housing. ... 241.9] 272.0| 267.3| 275.7| 285.3| 203.6| 302.1) 310.8
Household operat 98,7 11L.6| 109.3) 116.1 116.9| 118.1| 123.4| 130.7
Elecmcity and gas. 47.3| 55 54,5/ 50.83| 58.8| 58.4f 6L.5 66,2
............ 51.3| 56.0| 54.8) b56.8 582 59.7 61.9| 64.5
Transportation. 57.2| 64.1] 61.6| 658 67.5| 67.6] 67.9] 70.3
117:) SN 298.5| 337.5| 330.2| 341.5 354.5| 366.5 373.0 386.8
Billions of 1972 dollars

Personal consumption
expenditures. ______.. 930,9] 935,1] 919,3] 930.8 946,8 960.2] 955.1 965.2
Durablegoods._ . _._.__...__.._. 146.6| 135.8) 126,2| 132,6 1391 146.8] 137.4| 142.4
Motor vehicles and parts... 61.7| 53.8/ 47.0f 51.5| 54.6) 60.6] 517 56.9

Furniture and household
equipment. ... ._..______. 59.8 58.9| 57.0 68.4 607 621 61.2 6.0
1711:3 S 25.1] 23.1| 22.2{ 226 238 241 245 245
Nondurable goods. . ......... 354,6| 358.4| 356.6| 354.9) 360,4| 364,5 367.0{ 368.2
Food .. . . ... ... 176.7| 181.5| 182.2| 180,1| 179.9| 182.9| 185.0| 185.1
Clothing and shoes 76.6] 78.0| 76.7] 78.3] 80.1 82.8/ 84.0| 83.8
Gasoline and oil.. ... 28.1] 26.2| 26.4] 25.2] 263 24.9| 24.4| 258
Other nondurable goods. 73.2{ 72.6| 7.2 7.4 741 74.0 73.6] 73.6
Fuel oil and coal. . 4.7 4.2 4.1 4.3 4.2 3.7 3.6 3.6
Other_ ... ... ... 68.5| 68.4 67.2| 67.0] 69.8 70.3] 70.0[ 70.0
Services...................... 429.6 440,9] 436.,5| 443.3| 447,3] 448,9 450.7 454.6
Housing_ . .........__...... 159.3| 164.2| 163.5] 164.8] 166.5| 168.0| 169.6| 170.&
Household operation 59.6 61, 5 61.3 62,6 62.1 61.4 62.4 63.2
Electricity and gas 23.1f 23.3| 23.1| 24.1] 23.4| 22.6] 23.2| 23.6
Other_.._._..___ 36.5{ 38.3| 382 384 387 388 39.3 39.6
Transportation.. 35.5| 34.8) 341 34.7] 35.1 34.8) 34.5| 350
1T R 175.2] 180.4| 177.7 181.2| 183.6| 184.6| 184.2 185.7

Billions of dollars

Table 3.14.—~State and Local Government Social Insurance Funds
Receipts and Expenditures

Personal contribution.......
Employer contributions.....
Government and govern-
ment enterprises.._ ...
Oth

ceived.

Administrative expenses (pur-
chases of goods and services).
Transfer payments to persons.

Surplus or deficit (—)_._..

40,2 45,1 43,6 46,0/ 47,8 49.6] 5L5| 53.0
28.1] 315 30.2 323 337 348 359 369
7.5 7.7 7.0 8.1 8.4 8.6 8.8 8.9
20.7| 23.8] 23.2] 24.3 253 263 27.1] 28.0
18.3| 21.0] 20.5| 21.4] 22,4 23.2) 240 v
2.4 2.8 2.7 2.8 2.9 3.0 3.2 3.3
12.11 13.6] 13.4] 137 14.1] 14.8/ 15.6( 16.0
16.4f 18,2 17,9 18,3 18,8 19.2| 19.8 20.3
.5 .6 .5 . 6! .6 . 6| .6 .6
159 17.6( 17.4] 17.8] 18.2 187 19.2} 19.V
23,9 26,9 257} 27.7| 29,0 30.4] 3L7 327
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Table 3.2.—~Federal Government Receipts and Expenditures Table 3.3.—~State and Local Government Receipts and Expenditures
1980 1981 1980 1981
1979 | 1980 II III v 1 I III» 1979 | 1980 II IIL v I I II»
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of dollars Billions of dollars
Receipts_............._. 494,4 | 540,8 | 520,9 | 540,8 | 573,2 | 617.4 | 6200 |....... Receipts. ..o —__.| 3512 | 384.0 | 373.9 | 386.8 | 403.4 | 411.7 | 413.6 |_..___.
Personal tax and nontax re-

DS m oo mmoeeee e 2314 | 257.8 | 252.0 | 250.4 | 272.9 | 283.3 | 203.2 | s06.6  FPersonal tax and nontax re- ol 507 sl s21| 63| ss6| s07| 953
Income taXeS. o - oo ooveeemnnn. 225.7 | 251.0 | 245.2 | 252.3 | 265.9 [ 276.8 | 286.0 | 299.3 - gl ol &30 458 291 | 50.4| 50.3| 526
Estate and gift taxes..... ... 63| 66| 67| 69| 68 641 7.0 7.0 5| 2719 | 275 | 23| 20.0| 29.8| 30.7] 818
Nontaxes..._............... 22 . 2 . : . ¢| 79| 78| “so| z2| 84| ss| ‘88

Corporate profits tax accruals..| 74.6 [ 70.2 | 60.9 | 66.7 [ 72.6 | 746 648 |ooocoee o e nrofits tax aceruals.| 13.0 | 12.2 | 1006 | 1.7 ] 126 | 13.1] 106 |ceeeees
Indirect business tax and non- Tndirect business tax and non-
x acerusls. ... g.7| 29| 01 0.6 B8 o4 tax accruals 159.0 [ 1716 { 167.7 | 173.0 [ 179.0 | 184.9 | 186.9 | 192.1
Bxcise tazes... .- ol A4 T 7| S1l A Sales taxes- 76.9 ) 829 | Te7| 854|813 912|909 | 943
-~ . . : X K roperty ta 64.4 .5 | 67.2| 67.9 .9 .3 1.9 3.
ODEAXES.ooomeeeeeaneeee 40| 42/ 56) 50| 49| 52 GHEVW TS 177 212) 208] 217| 226 | 233 201| 2409
Contributions for social insur- Contributions for social in-
PN RO 159.0 | 172.2 | 169.3 | 1718 [ 178.6 | 198.9 | 200.4 | 203.6 surance 081 315! 30.2| 23| 23.7| e8| 359| 369
Expenditures............ 509.2 | 602.0 | 587.3 | 615,0 | 6411 | 664.0 | 663.2 | 6365 L . o ntsinaid.......| 80.4 | 88.0| s.2| 8n7| ons| 0.2 se6| s7.0
Purchases of serv-
urehases of goods and serv- 212.0 | 221.6 | 2105 | 2277 Expenditures. .| 324,4 | 355.0 | 350,0 | 358,2 | 366,3 | 3748 | 377.5 | 382.6
National defense............. 141.6 | 145.2 | 148.2 | 154.6
Nondefense. ........c.o..... 70.4| 76.4| 713 73.0  Purchases of goods and
serviceS. o —oceoceoccaoo---1305.9 | 335.8 | 331.3 | 338.6 | 346.6 | 354.9 | 357.9 | 362.9
Transfer payments 269.0 | 271.9 | 274.8 | 292.1 Compensation of employees. | 172.3 | 187.4 | 185,4 | 180.3 | 193.3 | 198.0 | 201.6 | 205.0
TO Persons. ... . 262.6 | 267.3 | 270.7 | 287.8 ther.. ..o eeeoeooooo--.-| 133.6 | 148.4 | 145.9 | 140.3 | 153.3 | 156.9 | 156.2 | 157.8
To foreigners...........__.. 6.4 4,7 4.1 4.3
. Transfer payments to persons.| 35.0 | 38.9 | 38.1 | 39.7} 40.5| 412 42.1 43.2
Grants-in-aid to State and
local governments........... 80.4 | 88.0| 87.2| 87.7 | 91.8 | 90.2 87.0  Net interest paid -| —8.8 |—10.8 |—10.6 |—11.1 |—11.4 |-1L.8 [-12.4 | —13.1
. . Interest paid.. 16.3| 17.6 [ 17.4 | 17.7| 18.0 [ 18.6 | 19.2{ 19.8
Net interest paid.............. 42.3 | 53.31 54.4| 535| 552§ 6.7 70.4 76.2 Less: Interest 25,1 28.4| 28,0 28.8| 29,5 30.4| 3L.6 32.7
Interest paid.....-.......... 53.6 | 67.5| 68.0( 68.2| 70.8| 84.4| 880 94.3
To persons and business...| 42.6 | 55,0 56. 31 5.3} 56.7| 68.6! 710 77.3 Less: Dividends recelved..._.| 1.5 1.6 1.6 1.6 1.6 1.6 1.8 1.8
To foreigners........-..... L1 125 1L7 | 1.9} 14.1 15.8 | 17.0 17.0
Less: Interest received. ... 1.3 142 | 13.6} 148 156 | 16.7] 17.6 18.1  Subsidies less current surplus
of government enterprises.| —6.3 | ~7.4 | ~7.2 | ~7.5 | =7.7 | —=7.9{ —8.2| —8.5
Subsidies less current surplus Subsidies...-cceerecmacnoanan- . .4 .3 .4 .4 .4 .4 K3
of government enterprises..] 9.4 | 12.0| 1L0}| 137 | 13.1| 12.6 | 13.9 13.8 Less: Current surplus of
Subsidies..co-...o.o..o.o... 9.3 107 10.3| 107 ] 1L6] 1.9 122| 127 government enter-
Less: Current surplus prises.cenccccace| 6.7 7.7 7.6 7.8 8.1 8.3 8.6 8.9
government enterprises....] —1| -1.3| —.6| —31| -1.4| -7 -1.7( -1.0
Less: Wage accruals less dis-
Less: Wage accruals less dis- bursements. - ocwaee-a| —.1 0 0 0 0 0 0 0
bursements._................ 0 0 0 0 0 0 0 2
Surplus or deficit (—),
Surplus or deficit (—), », 36,9 36,1 |.______
IPA™S oo |—14.8 {—61.2 |—66.5 [—74.2 [~67.0 |~46.6 {—47.2 {.....__ NIPA'S.cocooneeoeee 26,7 29,11 2391 2.6 37.1
Social insurance funds......... .2 —142 | —7.8 |-27.1 |~22.2 | —4.6 | —6.1 | —18.8  Soclalinsurancefunds.........| 23.9| 26.9| 25.7| 2.7 20.0| 30.4| 3L7| 32.7
Other........_.....__......... —18.1 |~47.0 |—58.6 |—47.1 |—45.8 |—42.0 |—41.1 |....... Othereo | 29 1| ~1.7 9] 81 6.6 43| ...
Table 3.7B-3.8B.—~Government Purchases of Goods and Services by Type in Current and Constant Dollars
1980 1981 1980 1981
1979 | 1980 11 huss v 1 1 mi» | 1979 | 1980 i huss v 1 11 Il »
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of dollars Billions of 1972 dollars
Government purchases of goods and serv-
ices.... --—-| 473.8| 534.7 | 530.0| 533.5 | 558,61 576.5| 577.4 | 59%.5| 281.8 | 290,0 | 291.91 288.2 ) 289.8 | 293.6| 2805 289.1
deral 167.9 | 198,9 | 198.7 | 194.9 | 212.0 | 221.6 | 219.5! 227.7| 101.7 | 108,1| 110.7 | 106.9 | 107.4 | 11L2 | 108,7 | 110.2
National defense. 11.2 | 1317 128.7 | 13L.4 | 141.6 | 1452 | 148.2 | 154.6 | 67. 709 70.9( 7.9 7.9 721 72.6 74.0
Durable goods 26.8 | 329 32.3| 329| 349 36.3| 37.2| 4.4 166 184| 183 180| 189 | 187 18.7 19.3
Nondurable goods 70| 10.9| 104 105} 131 129 131 12.8 2.4 2.5 2.5 2.3 2.8 2.7 2.7 2.6
Services. . 74.9 | 847| 81| s841] 90.7| 932 oe9| 98.5] 46.7| 485 487 ] 487 488 49.4 49.8 50.8
COm{!ensaﬁon ofemployees___.___________| 48.8| 528 s51.4| s1.8| 6.8 57.4| s57.8| 58.4| 320| 32.1| 320( 32.2| 321 322 32.3 32.6
Military. 27.7| 30.4| 20.4| 20.7| 33.2| 35| 337| 39| 188 189 | 188| 189 19.0| 19.0 19.1 19.2
Civilian -] 210 224 219 221 236 23.8( 242 244 13.2| 132 13.2 13.2 131 131 13.2 13.4
Other services.._.. 2.2 3L9| 31.8| 323] 339] 359 37.1| 40.2) 14.7| 164| 167) 165| 16.7| 17.2 17.5 18.2
Structures 2.4 3.1 2.9 3.8 2.9 2.8 3.0 3.0 1.4 1.6 15 1.9 1.4 1.4 1.4 1.4
Nondefense..... | 56.7| en.2) 700! 65| 70.4| 7v6.4| 71.3| 73.0| 346 37.2| 39.7| 3.9 354( 39.0 36.1 36.1
Durable goods.. ... .6 1.5 1.3 1.5 1.8 2.0 1.8 1.8 7 .9 .8 .9 9 Lo Lo K
Nondurable goods. 2.0 4.1 7.8 —-L1 5.3 9.2 5.4 8.4 L1 2.0 45| =-.1 8| 40 2.1 3.2
Services . ... 48.1| 5.1 56| 5.3| 5.0 57.6| 57.0| 55.5| 20.6| 3.1} 314 3L9| 30.7| 305 29.8 28.8
Compensation of employees___._.__.....__| 27.0{ 20.1| 20.1| 28.8| 30.3| 30.6{ 30.4( 31| 17.0| 17.1{ 17.5| 17.2| 168 | 16.8 16.7 16.5
Other services. 21,0 25.9( 25.4( 27.5| 26.7| 270 25| 254 126 140| 139 4.6 139 13.6 13.1 12.3
Structures. . 6.0 6.6 6.3 6.8 6.5 7.7 7.2 7.3 3.2 3.2 3.1 3.2 30| 35 3.2 3.2
State and local -] 305.9| 335.8| 331.3| 338.6| 346,6| 354.9 | 357.9 | 362.9| 180.1| 18L9 | 181.2 | 181.3 | 182.4 | 1825 1807 | 178.9
Durable goods.. 9.8 1006 105 107} 10.9( 1L1] 1.3 1.2 6.2 6.3 6.3 6.3 6.2( 6.2 6.2 6.
Nondurable goods 23.4| 26.3| 2.7 26.7| 27.8! 283 288 26| 13.4| 137| 136| 137 140[ 140 14.0 14.0
Services______ - 232.4 | 253.7 | 250.7 | 256.3 | 262.2 | 268.5 | 274.5 | 281.3 | 140.2 | 141.4 | 141.1| 1414 1420 ) 14L.9| 141.9| 1414
Compensation of employees...._....________ 172.3 | 187.4 | 185.4 | 180.3 | 193.3| 198.0 | 20L.6 | 205.0 | 104.9 | 106.0 | 105.9 | 106.1 ) 106.3 | 106.4 | 106.2 | 105.6
Other services._ 60.1( 66.3| 653 67.1| 69.0| 704 728 76.2| 353! 354! 352 33| 36[ 355 35.7 35.8
Structures weemeee| 403 | 45.3] 44.4| 449 45.7] 47.1| 43.3| 40.9] 204| 205| 20.2| 200 20.2| 20.4 18.6 17.4
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1980 1981 1980 1981
1979 1980 II \ III I v I II IIIe 1979 1980 II III v I II ’ III»
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
Billions of dollars Billions of 1972 dollars

Table 4.1-4.2.—Foreign Transactions in the National Income and Product Accounts in Current and Constant Dollars

Recelpts from forei; 282.5 | 340,9 | 334.4 | 343.5 | 347.2 | 368,5 | 3693 | 363.9 |.o oo |ommmmoo | omm e e e e fe et I,
Exports of goods and services. .. _occoceee——.._| 281.3 | 339.8 | 333.3 | 342.4 | 346.1 | 367.4 | 368.2 | 362.8| 146.9 | 161.1 | 160.5 | 160.5 | 157.4 | 162.5 161.5) 157,
Merchandise. 176.9 | 218.2 ] 213.9 | 222.9 | 221.0 | 2363 | 2342} 223.0 82.8 92,2 92.1 93.5 89.0 92.4 91. 0 85.9
Durable goods o] 1029 | 127.7 | 126.3 | 129.9 | 127.5 | 132.5 | 139.4) 133.3| 50.5| 5.56 55.9 55.7 52.5 52,9 54.3|  50.5
Nondurable goods 74.1| 90.5 87.6 93.0| 93.6| 103.9 94.8| 89.8| 32.3| 36.6 36.2 37.8 36.4 39.5 36.7) 35.4
Services.. 104.4 | 121.6 | 110.4 | 119.5| 125.0 [ 131.1 | 134.0] 130.8 64.1 68.9 68.4 67.0 68.4 70.1 70.5| 72,0
Factor income 1_ | 66.6| 79.5 78.1 6.3 ] 80.7 87.1 88.7! 940]| 41.3] 45.4 45.1 43.1 44.4 46.7 46.9| 48.5
er. . 37.8 | 421 41.3 43.2| 4.3 43.9 45.4 | 45.8 22.8 23.5 23.3 23.9 24.1 23.4 23.7 23.4
Capital grants received by the United States (net). 1.1 1.1 1.1 1.1 1.1 1.1 1.1 Lfeoo ORI IS SO I
Payments to foreig) 282.5 | 340.9 | 334.4 | 343.5 | 347.2 | 368,5 | 369.3 | 363.9 [P JEUVSRIY USRI NPT FOSRIGRI N
Imports of goods and services... . .cooo oo .. 267.9 | 316.5 | 316.2 | 297.9 | 322.7 | 338.2 | 347.5 | 344.8| 109.2 | 109.1
Merchandise. 208.9 | 245.9 | 245.6 | 231.5| 248.8 | 259.1 | 265.3 | 250.2 76.9 74.0
Durable goods. | 99.0] 112.1| 1079 108.7 | 116.0 | 116.4 | 123.3 | 127.5] 47.2 | 47.6
Nondurable goods | 109.9] 133.8| 137.8 | 122.8 | 132.9 | 142.7 | 142.0| 13L6| 290.7( 26.4
Services. . — 5.0 70.6| 70.5 66. 4 73.9 79.1 82.2 | #.6| 32.3| 351
Factor income 1.___. 22.8 29,9 20.9 25.9 32.2 34.9 38.3 41.4 14.1 17.0
Other.. 36.2 40.7 40.6 40.6 41.7 44.2 43.8 44,2 18.1 18.1
Transfer payments (net) 5.2 6.0 4.8 59 8.0 57 5.1 75 3 I
From persons (net). 1.0 1.2 1.0 1.0 1.6 1.0 1.0 10 oo PR,
From government (net)....____._______________ 4.2 4.9 3.8 4.9 6.4 4.7 4.1 4.3
Interest paid by government to foreigners..__....|] 11.1 12.5 1.7 11.9 14.1 15.8 17.0 b V21 U IR [SVRPRUUUORE] R FRUUIRR IR U (N
Net foreign investment ceee| =17 5.9 1.7 27.8 2.3 8.8 =2 =82 || e [ e el
Table 4.3-4.4.—Merchandise Exports and Imports by Type of Product and by End-Use Category in Current and Constant Dollars
Merchandise exports. ... ____________ 176.9 | 218,2 | 213.9 | 222.9 | 221,0 | 236.3 | 234,2 | 223.0| 2.8 92,2 92.1 93.5 89,0 92,4 91,0 85.9
Foods, feeds, and beverages .- ...ceeocaceoeeoe 29.8 35.9 32.1 38.4 38.8 44.9 38.8 35.2 13.4 15.3 14.5 16.4 15.2 17.1 15.1 14.7
Industrial supplies and materials_________________| 52.6 67.1 70.7 65.9 65.2 67.6 62.9 60.8 20.9 23.7 25.0 23.5 23.0 23.1 21. 4 20.7
Durable goods 17.9 24.3 26.4 23.3| 222 22.1 25| 19.2 7.1 8.6 9.3 8.3 7.8 7.6 7.3 6.5
Nondurable goods....__________ .. 34.6 | 42.8 4.3 2.7 430 45.5 41.4 | 41.6 13.8 15.1 15.7 15.2 15.2 15.5 14.1 14.1
Capital goods, except autos..._.___.._......____..| 582 73.5 73.0 77.6 75.5 79.1 83.4] 79.5 30.8 34.7 35.2 35.6 33.1 33.3 34.1 315
Autos. el 174 16.9 15.6 16.5 18.1 18.5 2.8 218 8.1 6.8 6.4 6.5 6.8 6.8 7.3 7.5
Consumer goods. . - v oo 12.6 16.5 15.1 16.0 16.1 16.6 16.4 15.8 6.7 8.3 7.8 7.9 7.9 8.3 8.3 7.8
Durable goods. 6.2 8.8 7.7 8.3 8.0 7.9 7.8 7.8 3. 3.8 3.4 3.6 3.4 3.3 3.2 3.1
Nondurable goods. 6.5 7.7 7.4 7.7 8.1 8.6 8.6 8.0 3.7 4.5 4.5 4.4 4.6 5.0 5.1 4.7
Other. . ————— 6.3 8.3 7.5 8.4 7.3 9.7 12.0 9.9 3.0 3.5 3.2 3.5 3.0 3.8 4.7 3.8
Durable goods. 3.2 4.2 3.7 4.2 3.7 4.8 6.0 5.0 1.5 1.8 1.6 1.8 1.5 1.9 2.3 1.9
Nondurable goods. 3.2 4.2 3.7 4.2 3.7 4.8 6.0 5.0 1.5 1.8 1.6 1.8 1.5 19 2.3 19
Merchandise imports. 208.9 | 245,9 | 245.6 | 231.5 | 248,8 | 259.1 | 265.3 | 259.2| 76.9 74.0 73.4| 70.5 73.4 74,5 7.3 794
Foods, feeds, and beverages....._______._.___.___.| 17.4 18.2 17.5 18.2 19.5 20.5 18.7 18.1 7.6 6.7 6.5 6.6 7.0 7.4 7.0 7.9
Industrial supplies and materials, excluding
petroleum._ | 474 52.1| 52.1 47.5 | 516 55.4 57.4 | 58.6 19.4 17.3 17.4 15.6 16.9 18.4 19.1 19.8
Durable goods. 28.7 | 3L2| 30.6 27.6 3.2 | 321 353 350 1.7 10.2 10.1 8.9 10.0 10.6 1.7 1.8
Nondurable goods. 18.6 20.9 21.5 19.9 20.4 23.3 22.0 23. 6 7.6 7.1 7.3 6.7 6.9 7.8 7.4 8.0
Petroleum and produets. .. oo 60.0 79.1 84.0 69.1 76.8 82.8 84.3 71.9 8.5 6.9 7.2 58 6.2 6.3 6.2 5.7
Capital goods, except autos. 24.6| 30.1| 2.5 300 3.2| 320 321 3441 13.8 4.7 14.2| 4.4 148 15.3 16.1 17.0
AUb0S. oo eeaee 25.6 | 27.1 25.0 28.1| 289 27.0 30.6 | 3L5 11.0 10.9 10.7 11,2 10.8 9.8 10.8 10.9
Consumer goods. 30.6 | 34.4 3.1 34.3| 34, 37.1 36.9( 38.6 15.0 15.5 15.9 15.2 15.2 15.7 16. 0| 16.5
Durable goods.. 18.4 2.2 2L0| 20.8| 217 23.2 22.6 (| 23.6 9.9 10.9 1.1 10.5 10.7 11.2 11.0 1.0
Nondurable g00dS_« oo oo oo _____._._. 12.2 13.1 13.1 13.5 13.1 13.9 14.3| 150 5.1 4.7 4.8 4.7 4, 4.4 5.0 5.5
Other._. e 3.5 4.9 3.5 4.2 6.0 4.3 53 6.1 1.6 2.0 1.4 1.7 2.4 1.7 2.1 2.4
Durable goods 1.8 2.5 1.7 2.1 3.0 2.1 2.6 3.0 .8 1.0 .7 .8 1.2 .8 1.0 12
Nondurable goods 1.8 2.5 1.7 2.1 3.0 2.1 2.6 3.0 .8 1.0 N .8 1.2 .8 1.0 1.2
Addenda:
Exports:
Agricultural produets... ..o oo 35.4 42.3 38.9 43.8 4.8 51.5 4.9 39.4 15.9 18.0 17.6 18.7 17.7 19.7 17.6 16. 4
Nonagricultural products - ... ____..____.. 141.5 | 175.9 | 174.9 | 179.1| 176.2 | 184.8 | 180.3 | 183.7 66.9 | 74.1 74.5 74.8 71.3 72.7 73.4 69.5
Imports of nonpetroleum products. ..—.....___.| 148.9 | 166.8 | 161.7 | 162.4 | 172.0| 176.3 | 181.0 | 187.3 68.4 67.1 66. 1 64.7 67.1 68.2 710 78.7

Table 4.1-,

Equafs rest-of-the-world production as shown in tables 1.5-1.6.
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Table 5.1.—Gross Saving and Investment

1980 1981
1979 I III v I II III:
Seasonally adjusted at annual rates
Billions of dollars
Grosssaving....._...._. 4119 394.5 | 402,0 | 406,7 | 442,6 | 4653 |_...._.
Gross private saving_________._| 398,9 435,9 | 446.5 | 436.4 | 451,1 | 475.3 |..____
Personal saving____._________| 86.2 110.0 | 111.4 | 97.6 | 88.9 | 106.6 | 100.2
Undistributed corporate
profits with 1VA and
CCAd{)..---------.--.-_- 59.1 42,1 | 42,81 40.4 55,71 52.0 |ooo..
Undistributed profits....__ 117.6 90.7 | 102.4 | 106.6 | 109.6 | 90.6 {__.___
VA —42.6 —3L.1 |—41.7 |—48.4 (—89.2 [—24.0 |—27.2
CCAQY oo —15.9 -17.6 [-17.9 {~17.8 |—~14.7 |—14.7 (—13.4
Capital consumption allow-
ances with CCAdj:
Corporate___._..__.____...__ 155.4 173.0 | 178.4 | 183.2 | 187.5 | 194.6 | 200.6
Noncorporate.._._......._.__ 98.2 110.7 | 113.4 | 115.8 { 119,0 | 122.1 | 125.4
Wage accruals less disburse-
ments - 0 0 .5 -5 0 0 0
Government surplus or deficit
=) A8 eel. 1.9 —42,5 |—45,6 |—30.8 | —9.7 |-11,2 |___.__.
Federal ...._. -|-14.8 —66.5 |—74.2 |—67.9 (—46.6 |—47.2
Stateand local___._.________| 26.7 23.9| 28.6| 37.1| 36.9| 36.1
Capital grants received by the
United States (net)..________ 1,1 1.1 L1 L1 1.1 1,1 L1
Gross investment...._.__| 414,1 392,5 | 405,0 | 400, 1 | 446,0 | 458,3 | 446.6
Gross private domestic in-
vestment.__.....__.....__| 415.8 390.9 | 377.1 | 397.7 | 437.1 | 458.6 | 449.8
Net foreign investment._..._ -1.7 1.7 27.8 2.3 88| —.2| =32
Statistical discrepancy...| 2,2 -1.9 3.0 —6.6 3.4 —-6.9 |_.___.

Table 5.8=-5.9.—Change in Business
in Current and Constant Dollars

Inventories by Industry

Change in business inven-
tovles_....._._.._______ | 1.5 7.4 |—16,0 |—17.4 451 23,3 17.6
Farm oo | 41 1.3 | =37 34| —24 1.8 3.8
Nonfarm___._...__... -l 134 6.1 |—12.3 [—14.0 6.8 21.51 13.9
Change in book value. _ 64.6 43.4 | 36.5| 42.4| 52.7 | 47.8 | 43.4
L —51. —37.3 |—48.8 |—56.4 [—45.9 |—26.3 |—~29.5
Manufacturing_ . __.._____.__ 12.3 .4 1=-12.6 | =9.7 | 15.0 2.0 6.0
Durable goods. - _ -1 11.3 4| —4.4 | —-1.6 6.2 6 5.1
Nondurable goods.. - .9 1] —82-81 8.9 1.4 .8
Wholesale trade.____. - 1.4 56| —L9 .6 4 7.5 | ~2.9
Durable goods. - . . .4 59| —. 20| —-.9 6.3 1.3
Nondurable goods.. -l 1.1 -3 | -1.0| —1.4 1.3 1.2 —4.2
Merchant wholesalers__.__ .4 6.4 3.7 7 —38 9.7 1.7
Durable goods. ... -] ~-.3 6.0 | —.4 2.5 | =1.0 6.4 .9
Nondurable goods. 7 4] —41| -8 | —2.7 3.3 .8
Nonmerchant wholesalers_.{ 1.0 —-.8 56 —.1 4.2 —-2.2 | —4.6
Durablegoods....___.__| .6 0 -5| —-.5 2] -1 .5
Nondurable goods.. .4 -7 =51 .4 40| —2.1| -5,1
Retail trade...______. —.6 -.5 2,91 —45 | ~9.41 144 116
Durable goods.__. ~.5 -3.2 | —3.0 . -9.3 | 1.7 3.2
Nondurable goods.. —-.1 2.7 591 —~49| -.1 2.7 8.4
ther. ... _ .3 .6 -.8 —.4 .8 —-2.4 -.8
Durable goods. .. .3 2 =2 —2| -1 =1] -1
Nondurable goods__.____ —.1 4| -—.8 —-.2 .9 | —2.3 -7
Billions of 1972 dollars
1
Ch l]l hnat: 3
tories. 10,2 L8| —5.0| ~7.2
Farm.oooooovmomaaeol] 2.4 .71 ~L8 | —L5
Nonfarm 6| —-3.1| =56
Change in book value [N I, P,
IVAL_ URIS N, R,
Manufacturing. 6. 0| =.5| =52 —3.6 4.6 .9 2.6
Durable goo 6. 1 0 —1.8} =.7 2.5 .4 2.1
. 9| —5(—-34|-28 2.1 .5 5
1. 5 L5 .9 0 -1.0 3.0 W7
. 5 2.3 ~.2 N —-.9 2.8 .7
. -.8 1| =8 —.1 .2 0
. .6 L6 1.9 .3 —-1.6 3.2 1.0
0 .6 2.3 0 1.0} —10 2.8 .5
Nondurable goods.._____ . 11 =7 20| =7 -7 4 .6
Nonmerchant wholesalers. . -2 =1j-L1] =3 T =3 -4
Durable goods._________ . -1 0 -2| —.3 .1 0 .2
d 0 1| —=9) =1 61 =21 =6
- .2 -6 1.3 —-L9 | —4.3 6.9 53
- L2 | =17 | =17 4| —-4.7 5.8 1.3
. .1 11 3.0 -23 .3 L1 4.0
. .3 .2 -1 -2 .4 ~.9 -1
. 0 A =1 —1 0 1] 0
Nondurable goods....... - .2 .1 0 -1 A4l -9 -1

356-892 0 - 81 - 3 Q1 3
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Table 5.10~5.11.—Inventories and Final Sales of Business
in Current and Constant Dollars
1980 1981
I1I w I II III»

Seasonally adjusted at annual rates

Inventories ! ___ ... ____|

Durable goods...
Nondurable good oo ...

Manufacturing. - - ...
Durable goods..._
Nondurable goods. ...

Wholesale trade. - ... ____________
Durable goods. ..
Nondurable goods_

Merchant wholesalers. .
Durable goods. ...
Nondurable goods. .-

Nonmerchant wholesalers. .
Durable goods.._.__.
Nondurable goods.

Finalsales2 __._____ . ___.____
Final sales of goods and structu

Ratio: Inventories to final sales._____.__
Nonfarm inventories to final sales. . ..
Nonfarm inventories to final sales of

goods and structures..__________..

Inventories !

._.
lrad
LR R8BSR
(- X7-] WO D Q0 W

ot
—_ o
D

Billions of dollars
765.8 | 785.4 | 796.9 | 8113 821.5
92. 6 92.6 86.9 86.7 86.3
673.2 | 692.8 | 710.0 | 724.6 741.2
379.9 | 393.7 397.8 | 408.8 420.9
293.4 | 299.1 312.2 ) 315.8 320. 4
335.3 | 344.2 | 355.2| 363.2 370.2
215.5 | 222.5 | 226.9 | 231.8 230.1
119.8 | 121.8 128.2 | 13L.3 1311
146.3 | 1517 | 155.7 158.8 160,9
89.0 92.6 94.3 97.6 99.8
57.3 59.1 61.4 6L 2 6.1
116.7 120.7 121.8 125.3 128.2
74.0 77.2 78.2 81.2 83.0
42,7 43.5 43.5 4.1 45.2
29.6 310 33.9 33.5 32,7
15.0 15.4 16.1 16.4 16.8
14.6 15.6 17.8 17.1 15.9
127.3 ] 130.3 | 120.8 | 132.6 139.3
58.1 60.8 58.7 61.2 63.8
69.3 69.5 7.1 714 75.5
64.3 66.5 69. 4 70.0 70.8
187.2 1 194,1 ] 201,4 | 202,2 207.1
17,0y 121,9 | 127.6 | 126,5 128.4
4.09 4.05 3.96 4.01 4,00
3.60 3.57 3.53 3.58 3.58
5.7 5. 68 5. 56 5.73 5. 77

Billions of 1972 dollars

Durable goods. -
Nondurable goods._ ... ._.__

Manufacturing. . .o
Durable goods___
Nondurable goods_ ... __.____.__

Nondurable goods._
Merchant wholesalers. .
Durable goods_____

Nondurable goods. __

Durable goods.___.___.
Nondurable goods._ ..o

Retail trade- .o«
Durable goods.__
Nondurable goods.

Other_ ..

Ratio: Inventories to final sales._.__.._
Nonfarm inventories to final sales.__.
Nonfarm inventories to final sales of

goods and structures_ ... _..__.._.

'S

I
PrEbe N©:?

[y
pnESd
& 00 LN RN BN WO OO -3

B

-
28

1060
8%

=
&

342,3 | 340.6 | 340,2 | 3429 345.5
43.4 43.0 42.7 42,9 43. 4
299.0 | 297.6 | 297.5| 300.0 302.1
179.9 | 179.9 | 179.2 | 18L.4 182.4
119.1 | 117.6 | 118.3 | 118.6 119.7
145.9 | 145.0 | 146.1 | 146.3 147.0
99.0 98.9 99.5 99.6 100.1
46.8 46.1 46.6 46.8 46.9
64.7 64.7 64.4 65.2 65.3
42.5 42.7 42.4 43.1 43.3
22.2 22.0 22.0 22.0 22.0
53.3 53.4 53.0 53.8 54.1
35.3 35.5 35.3 36.0 36.1
18.1 17.9 17.7 17.8 18.0
11.3 11.2 11.4 11.3 11.3
7.2 7.1 7.1 7.1 7.2
4.1 4.1 4.3 4.2 4.1
65.1 64.6 63.5 65.2 66.6
30.2 30.3 29.2 30.6 30.9
34.8 34.2 34.4 34.6 35.6
23.4 23.4 23.4 23.2 23.2
103.9 | 105.4 | 107.3 | 105.9 105.8
64,7 65.9 67.9 66,2 65.8
3.29 3.23 3.17 3.24 3.27
2,88 2.82 2.77 2.83 2.86
4,62 4.51 4.38 4.53 4.59

Table 5.8-5.9:

1. The IVA shown in this table differs from that which adjusts business income. The IVA
in this table reflects the mix of methods (first-in-first-out, last-in-first-out, etc.) underlying
book value inventories derived primarily from Census Bureau Statistics. The mix differs
from that underlying business income derived primarily from Internal Revenue Service

statistics.
Table 5.10-5.11;

1. Inventories are as of the end of the quarter. The quarter-to-quarter change in inventories
calculated from current-dollar inventories in this table is not the current-dollar change in
business inventories (CBI) component of GNP. The former is the difference between two
inventory stocks, each valued at their respective end-of-quarter prices. The latter is the change
in the physical volume of inventories valued at average prices of the quarter. In addition,
changes calculated from this table are at quarter rates, whereas CBI is stated at annual rates.
Quarter-to-quarter changes calculated from the constant-dollar inventories shown_in this
table are at quarterly rates, whereas the constant-dollar change in business inventories com-

ponent of GNP is stated at annual rates.

2. Quarterly totals at monthly rates. Business final sales equals final sales less gross prod-
uct of households and institutions, government, and rest-of-the world and includes asmall

amount of final sales by farms.
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Table 6.4.~National Income Without Capital Consumption Table 7.1-7.2.—Implicit Price Deflators and Fixed-Weighted
Adjustment by Industry Price Indexes, 1972 Weights, for Gross National Product
1080 1981 1980 1981
1979 | 1980 11 III ‘ Iv I I II ‘ III» 1979 | 1980 I III v 1 II Il »
Seasonally adjusted at annual rates Seasonally adjusted
Billions of dollars Implicit price deflators, 1972=100
National income with- Gross national product..._| 162, 77| 177,36| 175, 28| 179, 18| 183,81| 188,14] 191, 06| 195, 40
out CCAdj..__________]2,014,3[2,180,4|2,129, 4(2,183, 1|2, 265,6|2,350,2|2,381. 1| . _____
Personal consumption ex-
D tic industries. 1,970, 5|2, 130, 8{2, 081, 3(2,132,6(2, 217,12, 297.9(2,330. 7| .. ... penditures.._._____________ 162,3| 178,9| 177.0f 180,7| 184,9| 1885 191.5| 195.7
Durable goods__._ | 144.8| 156.0| 154.1| 157.5] 160.5| 162.3] 165.4| 168.6
Private industries_........... 1,692,7(1,829,1(1,783,.7|1,830,1|1,903,1(1,977, 2(2, 005, 4| .. ___.. Nondurable goods -| 169.8f 188.6| 186.2| 190.0| 195.2| 199.2| 200.4| 203.7
ServicesS-cococcaccecamameooc} 162.1} 173.1| 176.0| 180.3| 184.3| 188.4| 192.2] 197.7
Agriculture, forestry, and
fishertes. ... ..........] 647 62,8/ 62.4 62.1] 63.4 Gross pnvate domestic invest-
Mining. 30.1 37.0| 36.4] 360/ 40.9 ment .. __..___.. ) RO ) [P (IR R PR A
Construction. .. 102.6; 108.4| 105.3] 106.6| 111.6 Fixed lnvestment 194.2| 192.5] 196.4] 199. 9 203 1| 208 4| 211, 7
Nonresidential_ . 186.8| 185.7 189.1( 192.4| 195.0 201.4{ 205.5
Manufacturing._ 514.5] 527.2| b504.3] 517.6| 548.1 Struetures...__ . ________ 198.6| 224.7| 222.4] 229.5| 233.3 . 2| 244.11 249.2
Durable goods 315.4| 3115 293.7| 305.7] 329.2 Producers’ durable
Nondurable goods. 199.1] 215.7| 210.6| 211.9| 218.9 equipment._ - 176.8] 182.0| 185.1

Residential.__ 228.7| 23L.8| 234.8

Transportation and public Nonfarm st 231.8 235.0| 238.5

utflities... - | 158.3] 1743 170,00 179.3] 180.9 Farm structures...._.__..{ 202.0{ 219.0] 210.4| 223:1 224:2| 229.6| 233.4| 2360
Transportation.. 76.3] 80.0/ 782 79.9i 825 Producers’ durable
Communication....._._. 43.5] 50.1 48.1 50.9 54.0 equipment. -} 140.3| 149.4| 148.5| 151.0f 152.4] 155.2{ 158.0| 161.2
Electrie, gas, and sani- Change in busine:
tary services...oooeae-- 38.4| 44.3] 43.6] 48,5/ 44.4 703 ¢ U5 SIS INRU PRI U, PRSI MR PRI PO, mememn
Wholesale trade....._....__] 121.9| 133.8| 1345 131.4; 139.6 Net exports of goods and serv-
Retail trade____.__________} 168.9| 180.0| 177.8 183.6/ 186.6 ices. oo JRESSRP PSUII P SR P R P, —
Finance, insurance, and Exports.... 191.5| 211.0| 207.6| 213.4)] 219.9| 226.1| 228.0| 220.7
real estate__.__.________.] 256.3] 290.8| 284.1| 204.3| 304.0 Imports . 245.4] 290.1| 290.4| 289.7| 296.4| 303.1| 301.2( 201.3
Services_ oo _o_....] 275.3| 314.8| 308.9] 319.1| 327.9
Government purchases of
Government and govern- goods and services__.______ 168.1] 184,4| 181.6| 185.1| 192,8| 196.4] 1995/ 204.3
ment enterprises. ........... 277.8| 301.7| 297.6| 302.5 314,0] 320.7| 325.3|_._._._ Federal. . .. ._oooooo__ 165.1| 183.9| 179.5| 182.4| 197.4{ 199.4] 201.9| 206.7
National defense__________| 165.7] 185.6| 181.4| 185.2| 196.8| 201.2| 204.2| 208.9
Rest of the world. ... ......... 43.8 49.7( 48.1 50,5 48,6 52,3| 50.4f 52.5 Nondefense_.__._.________| 163.8] 180.6] 176.2| 176.7{ 198.7{ 195.9] 197.3] 202,1
State and local. ... ___.__ 169.8| 184.7| 182.8( 186.7| 190.0| 194.5| 198.0{ 202.8
Table 6.20.—Corporate Profits by Industry
Fixed-weighted price indexes, 1972=100
1980 1981
1979 1980 11 | III l v I II IIIs Gross nationzl product..._| 167, 3| 183,3/ 181,1] 1851 189,7 194.4| 198,1) 2025
Pemm:il copsumption _ex- 16 184 1821 186,3| 190,8] 195.8 198.9( 202.8
[ 11 i t annual rates penditures. ... __...___ 6.0 .3 2. 3 5 3 3 5
easonally adjusted at annual rate Durable g0005. .- -omon 1477| 1601 158.3) 162.0| 164.9| 166.7| 170.4| 174.0
Nondurable goods......____| 1740 195.6( 193.1| 197.3| 202.9| 209.5] 211.2| 213.5
Billions of dollars Services. ..o ocoameee 164.9 182.0( 180.1f 184.3| 188.5| 193.1] 197.3| 202.9
Gross private domestic invest-
Corporate profits  with Fi';lefinitﬁ'v'e-{{xnﬂe'ﬁf: CITTITTI i85 0! 2088|2020 42071 200, 7| 214.6| 2191|2232
1VA and CCAdj.....| 196.8 | 182.7 | 169,3 | 177.9 | 183.3 : - Nonresidential . _________ 67 1o5.5 1039 le8.6 220/ 267 211§ 2161
Domestic industries...___.___. 1665 | 1815 | 10,0 | 1410 | 1556 SHruCtures, ..o rooine| 1949] 27.9f 267) 20} 281) 29.0) 23.5) 238.2
nancia 9- - equipment._._______. 166.2] 182.6/ 180.8) 185.8| 189.4| 193.9! 199.3| 203.4
Nonfinancial. o oe_ooo._.| 136.7 123 6 112.5 | 121.2 128 2 Residontial oo TITTIT 200.9| 210.6| 218.4] 2231 224.3| 229.7| 233.1 236.6
Rest of the world...._ ... 30.3 | 3L1| 29.3 | 309 | 2.7 Change in buslness fnven-{ | | | R o
Corpora'e profits with .
VAo o | 2127 | 199.8 | 186.9 | 195.9 | 2000 Netexports of goodsand serv- | | | [ I IO A
TSRS Exports_ . 196.7| 217. 71| 21872 21001 26.6| 232.9] 236.1| 238.6
D ies 182,4 | 168.7 | 1575 [ 165.0 | 173.4 1mgons _____________________ 244.2 302.0| 290.4| 308.7| 315.5| 324.4| 324.8) 319.7
Financial. 3.6 30.6( 201 287 30.5 G t h f
Federal 9.6 | 19| 127 ] 1.3 12.0 Oy e s ©
goods and services_________ 171.8| 190,8| 188.4f 192,1| 198,2] 202.7, 206.9! 210.6
Other... 2.0 187 | 17.4) 17.4 ]| 185 Fedoral. ... | 16900 1912 1878 1908 2012 5.5 2108 2135
. ational defense. .. ._._.__ 70.8 195.1| 191.6 .7 5. 8 . . 9.1
Nenfinanctal__ o R PR R 136.2 | 142.9 Nondefense_- . ______ led6| 1811 1782 180.4) 180.5 10400 107.1) 1992
. 3 74, . 3 . § 3
D\ll)l;aible 20045 395 569! 101 194 25.8 State and local . _________.__ 173.6] 190.5| 188.8{ 193.0| 196.2 204. 3| 208.6
mary mef Addenda:
tes...ooocnn) 42| 31| 201 .7} 381 51 38— TGross domestic purchases 1..| 170.3| 183.8| 1%.7| 100.9| 195.4] 200.3| 208.8f 207.7
Fabricated meta Y Finalsales._..___._._..__.._| 167.2{ 1832 1810/ 185.0| 180.6] 194.3 108.0 202.4
Mp""fi"cts----------i- 50, 39| 1L7) 39 S . Final sales to domestic pur-
aehlnery, excep 8.7 chasers ... 170.3| 188.7) 186.6| 190.8| 195.4| 200.2 203.8 207.7
Eflec]gricala..l..,_-__l-. 8.8 6.3 5.7 6.2 6.1 . Personal consumption ex-
ectric and electronic 54 62 penditures, food.___..___. 178.4| 102.7] 187.9| 195.1| 202.6| 205.7) 206.0[ 210.4
Meqmpmem:-].---__.a_ 63| 53| 38| 55| &3 ' g Rt Personal consumption ex-
o monicles an 48| —g8| -18 27 penditures, energy...._...| 2411 317.1) 318.7| 320.3| 325.2| 353.3 360.3 350.8
egu pment........_. 3 3(-43) 88 g0l e 68 63l Other personal consumption
theraceeecacacaeeeeec| 1081 6.5) 56 . - g R expenditures. ... 155.5| 169.5| 167.8| 171.3| 175.0| 178.4] 182.0| 186.2
Nondurable goods....—..| 49.4 | 58.7 | 5.2 | 49.1) 504 588 5o Gross domestic product...| 1673 g3l 1812 1851 1808 1e44 1082 2.0
ood and kindre 10.4] 9 Business....__.__.___ 168.0{ 184.5| 182.4] 186.7 190.9| 195.7| 199.5 204.2
produets. . oo . 6.9 7.3 6.7 5.7 8.6 3 ] P Nonfarm 166.9
Chemicals and sallied R R R R TTTTTYTTTTYITTT Tt
produets....oo....] 82| 75| 60| 70}{ 81 10.1) 83
Petroleum and coal i 1.6 Table 7 1-7.2:
Opl:'oduet,s- oeeeeeeo| 18310 2460 25.3) 2.2 1991 T68 196 1. Gross domestic purchases equals GNP less exports plus imports; final sales to domest:c
ther. ooeeoeeaeeeen} 160 1431 13.2 | 142 13 g e purchasers equals final sales less exports plus imports.
Transportation and public
utilities. ... 18.0 § 185 16.6 1 22.5 18.8 20.8] 20.0)..- ...
Wholesale and retail trade.{ 23.0 | 20.9 | 25.9 | 20.4 [ 22.6 275 28.4j..____.
Other_. . __.._____.___] 20.8| 24,1 23.7| 24.8| 252 25,11 25.1|caao.
Rest of the world_________.___. 30.3 | 31,1 29.3| 30,9 27.7 25.4{ 22,8/ ..._..
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1980 1981 1980 1981
1979 | 1980 II IIx v I II III» 1979 | 1980 I1 I v I II III»
Seasonally adjusted Seasonally adjusted
Index numbers, 1972=100 Dollars

Table 7.3.~Implicit Price Deflators for Gross National Product by

Table 7.7.—Current-Dollar Cost and Profit Per Unit of Constant-

Major Type of Product Dollar Gross Domestic Product of Nonfinancial Corporate Business
Gross national product__|162.77 177,36 (175.28 (179.18 (183.81 {188, 14 {191.06 |195.40 Current-dollar cost and
profit (ll)elr hl:mt of c:;n-
Final sales. ... ocoooemmeonn 2. A 3 . A 3 . stant-do! gross do-
O e visimess fvon | (027 | 1774 | 1740 | 170.7 | 1841 | 187.7 | 190.9 | 195.6 mestic product ' ____ 1.623 | 1770 | 1.754 | 1.787 | 1.830 | 1,876 | 1904 | ____..
VOT@S- ec oo R R i el It Rt “TTTTTT Capital w(;g}r:sglgﬁtéon allow- 16 o0
Goeds. ances cecmmemee=] 169 191 .192 .196 .197 .197 . -
--| 186.6 | 169.9 | 168.1 | 171.8 | 176.3 | 1811 | 183.2 | I8T.1  Nqoi'qomestic produet.....-o...| 1.454 | 1,679 | 1.562 | 1.591 | 1,633 | 1,679 | 1,701
Final sales. . . oouovoemmeenn 156.3 | 170.1 | 167.3 | 172.9 | 177.0 | 180.1 | 182.6 | 187.3 Indirect business tax and
Change in business in- nontax liability plus busi-
ventories N PN PO DA i ness transfer payments
- R A R Tttt less subsidies__ ... ... 153 .176 L1783 L181 .188 .199 202 |eeeee
D%rab{e g]oods 152.0 | 164.1 | 164.2 | 166.3 | 169.2 | 173.3 | 179.1 | 182.0 Doclggggnlsgct?;geof iy 1.301 | 1.403 | 1.389 | 1.411 | 1.444 | 1.480 | 1.499 |......
inal sales______.._.. 151. 5 A . 2. 178.2 . -
Chonge e~ trsdiess T | 1% [ 1645 | 1684 1610 1001 | 1T 0 | I 2 | 8L e 1.092 | 1196 | 1193 | 1.203 | 1.230 | 1.244 | 1266 |
ventores. - aaomem oo ST AR AR AN AR AR RN R A C"‘I’in“’ FOCRaT™ | s | | w2 | a | 169 | .163
Nondurable goods..- 160.2 | 174.27| 170.9 | 175.7 | 18L.8°| 186.7 | 186.1 | 190.7 and COAd).-.-] . . -8z . 1464 . 168 |-
TFinal sales. . ...-___ 160.1 | 174.2 | 170.1 | 177.2 | 182.8 | 185.4 | 185.8 | 191.7 Profits tax liability ... .08 | .073 | .06l .070 | .075 .076 | .064 ) ...
Change in business in- Profits after tax with
ventories. .o R A R T e e IVA and CCAdj______ o7 | .00 .omi| .ot | .o71| .098| .098 |._—__
R A R I I Net interest___.___________ . 052 065 . 064 . 067 . 068 067 | L0700 |oo.-
Services______..._...._.________| 161.8 | 176.7 | 174.6 | 178.5 | 183.2 | 187,2 | 190.8 | 195.9
Structures................... 199.7 | 222.1 | 220.6 | 226.0 | 228.5 | 232.8 | 238.0 | 242.1 Index numbers, 1972100
Addenda: Table 7.8.—~Implicit Price Deflators for Auto Qutput
Gross domestic purchases!_.| 166.1 | 182.2 | 180.5 | 183.3 | 188.4 | 192.7 | 195.7 | 199.4
Final sales to domestic pur-
chasers 1. ... 166.0 | 182.2 | 180.1 | 183.8 | 188.7 | 192.2 | 195.5 | 199.6 Autooutput.._.___._____| 145.5 | 155.9 | 155.0 | 156.8 | 160.5 | 159,0 | 165,9 | 169. 4
Fii;'l snleg._ e 146.4 | 155.8 | 153.8 | 156.8 | 160.2 | 160.5 | 166,0 | 169.6
.. . . ersonal consumj oIl ex-
Table 7.4.—~Implicit Price Deflators for Gross National Product by penditures_.-? .......... 158.3 | 169.4 | 166.8 | 171.0 [ 176.5 | 176.8 | 185.4 | 189.7
Sector New autos___.____...___. 149.4 | 161.2 | 160.4 | 164.5 | 164.6 | 164.3 | 169.7 | 173.5
Net purchases of used
Gross national product_ _[162.77 |177. . . . , . Producers’ durable equips | T B BN B D D
onal procu 7 [177-36 |175.28 |179.18 |183.81 183,14 191,06 195,40 T o oo oo 133.2 | 146.5 | 150.8 | 154.9 | 140.5 | 137.5 | 146.6 | 146.5
Gross d ic product 162.8 | 177.4 | 175.3 | 179.2 | 183.8 | 188.2 | 191.1 | 195.4 New autos_ ... 149.4 | 161.3 | 160.2 | 164.3 | 164.4 | 164.9 | 170.5 | 174.3
Net purchases of used
Blll\?inefss- }g? g };; [4) 175.4 | 179.5 | 183.8 18?. 2 1 1911 | 195.6 Netael}lttpogfisr -------------------------------------- e ekt Rt id EEEEELE] EELEt
onfar, . .0 | 175.3 | 178.8 | 183.1 | 187. . ' - e Tl LT L R ] s
Nonfarm 163.1 | 179.0 | 177.3 | 180.8 lg. % 1903 %gg ? igg'{ Exports. 150.0 § 164.7 | 160.8 | 182.4 | 165.1 | 165.7 | 168.6 | 174.7
Housing 147.8 | 160.9 | 158.8 | 162.5 | 166.4 | 160.6 | 172.8 | 176.5 Imports...._..____. 195.6 | 211.4 | 209.8 ( 219.5 | 214.1 | 228.0 | 220.1 | 230.7
Farm._ 200.8 | 103.1 | 178.6 | 205.3 | 208.8 | 200.0 | 198.7 | 101.1 Government purchases..___. 147.6 | 167.5 | 172,1 | 173.0 | 165.6 | 162.5 | 173.6 | 170.6
Statistica 162.6 | 177.4 | 175.4 | 179.5 | 183.8 | 188.2 | 191.1 | 195.6 (‘htlnge in business inven-
{1 ¢ [ SUIIPIUINEPPINIPRUIP SIS PISIOISR PRI PRSIy REUNEURTIRN (opspiupn PRPIPIpIRIp PRIy
Households and institutions_| 173.2 | 189.5 | 187.7 | 190.7 | 196.0 | 201.2 | 205.7 | 209.9
II:Invate ﬁhtousegglgs..-__-__ }gg.s 193.8 | 191.8 | 195.0 | 199.8 | 203.4 | 206.6 | 210.9 A%iend;a tput of new
onprofit institutions..._. .6 | 189.1 | 187. 190. .7 | 201.0 X 5 omestic ou
P 8 87.4 1 190.3 | 195.7 205.7 | 209.8 1 161.7 | 160.2 | 165.7 | 164.4 | 164.4 | 170.0 | 173.8
Government. . _...________._ 171.2 | 173.5 | 180.5 | 184.1 | 186.8 | 189.7
Federal___.. 162.8 | 163.2 | 178.0 | 179.5 | 180.2 | 180.3 161.4 | 160.5 | 164.5 | 164.6 | 164.4 | 170.0 | 173.7
State and local 175.1 | 178.3 | 181.7 | 186.2 | 189.8 | 194.1
Rest of the world 173.2 | 177.2 | 182.0 | 186.5 | 189.2 | 193.5 Table 7.9.—Implicit Price Deflators for Truck Qutput
Addendum: .
Gross  domestic business Truck output *..___._____| 169.1 ( 186.5 | 185.8 | 189,5 | 194.0 | 198,8 | 205,0 | 210.6
product less housing...._.. 164.3 | 179.4 | 177.4 | 181.5 | 185,9 | 190.4 | 193.3 | 197.9
Finalsales __.___.__._________. 169.1 | 186.5 | 184.8 | 189,7 | 195.0 | 199,0 | 205.3 | 210.3
Personal consumption ex- . N
Ta!’)le 7.5.—Implicit Price Deflators for the Relation of Gross pr%fi“fc‘:;‘;“a;;;gf,ig"g&{ﬁ;,:' 140.4 | 161.2 | 160.6 | 164.4 ) 164.7 | 164.3 | 160.9 .
National Product, Net National Product, and National Income Nnéent.-;{ __________________ 177.2 | 194.5 | 191.3 | 197.4 | 205.2 | 210.6 | 217.6 | 223.3
et exports.. [PUNPISNIN JEIPRPIY PITORY PIoRpispsvta SEPIIIPI IIpsppton PRpRU DI
Exports_ 177.5 | 195.0 | 191.2 | 197.4 | 205.2 | 210.6 | 217.6 | 223.3
Gross national product __.._.__ 162,77 (177.36 |175.28 {179.18 |183.81 |188,14 |191.06 [195, 40 Tmports_ ... 163.7 | 176.4 | 168.7 | 180.0 | 186.4 | 185.3 | 191.6 | 199.7
Government purchases.. 177.5 | 194,9 | 191.3 | 197.8 | 205.2 | 210.6 | 217.6 | 223.4
Less: Capital consumption al- Change in business inven-

lowances with CCAdj---___] 179.1 | 194.8 | 193.5 | 197.2 | 200.0 | 202.8 | 207.8 | 211.7 [ T TGN SIS [ PRI NN [N FPuS [N ppR,
Equals: Net national product..| 161.0 | 175.4 | 173.2 | 177.2 | 182.0 | 186,5 | 189.2 | 193.5 . . . .
Less: Tndirect busi Table 7.11.—Implicit Price Deflators for Personal Consumption

saibaiy regont;f‘“ﬁ:sbﬂﬁ; Expenditures by Major Type of Product

plus business transfer
pi\yments letss sublsidies; Personal consumption
plus current surplus o
government enterprises. | 135.7 | 146.4 | 144.7 | 147.5 | 153.7 | 164.5 | 166.9 | 167.9 expenditures......._... 162.3 | 178,9 | 177.0 | 180.7 | 184.9 | 188.5 | 19L.5 | 195.7
isti i 5 Durablegoods..___.___________ 144.8 | 156,0 | 154.1 | 157.5 | 160.5 | 162,3 | 165.4 | 168.6
Statistical discrepancy..| 162.6 | 177.4 | 175.4 | 179.5 | 183.8 | 188.2 | 191.1 |_______ %4 Oto,rt vehiclesdang parths'l'&' 1546 ] 1671 | 164.9 | 168.8 | 1732 | 174.0 | 180.6 | 184.9
. urniture an ouseno.
Equals: National income._.___ 164.1 | 179,1 | 176.8 | 180.9 | 185.6 | 189.3 | 192,0 '______. equipment. 135.6 | 143.6 | 142.5 | 144.8 | 146.5 | 148.6 | 150.9 | 152.7
QOther. 142.7 | 161.7 | 160.6 | 164.4 | 167.3 | 168.1 | 169.7 | 170.2
Table 7.3:

1. Gross domeet}_f purc{mses equals GNP less exports plus imports; final sales to domestic ~ Nendurable goods {ggg }gg g }ggg ggg ;ggg %gg'z ;82; %;
purchasers equals final sales less exports plus imports. 1292 { 1343 | 133.3 | 134.5 | 136.5 | 137.0 | 137.8 | 139.6
Table 7.7: Gasoline agd oiéi 3 5 %g;l gg:; %gg 369.(5‘,

1. Equals the deflator for gross domestic product of nonfinancial corporate business with Other nondurable - - -

Fuel oil and coal - . 6 484.5 | 559.4 | 582.8 | 573.9
the decimal point shifted two places to the left. other. oo .9 175.8 | 179.3 | 183.5 | 186.7
Table 7.8: Servi 162.1 184,3 | 188,4 | 192,2 | 197.7

1. Consists of final sales and change in business inventories of new autos produced in the  S€rYices 5 171, 1747 | 178.1 | 182.0
e vates. Honsorgid operation 1055 | 1818 | 1793 | 185.6 1685 | 1923 | 1977 | 208.9

2. Consists of personal consumption expenditures, producers’ durable equipment, and ousehold - 2.2 . - - -2 - . -

’ Electricity and gas 205.2 | 239.4 | 235.6 | 245.6 | 250.9 | 258.3 | 265.5 | 280.8

government purchases. Othern o ® 0.5 | 1463 | M35 | 147.0 | 150.2 | 133.8 | 157.7 | 168.0
. Transportation 161.2 | 184.3 | 180.7 | 189.7 3 3 8 3

Table 7.9: Other. oo oo 170.4 | 187.0 | 185.9 | 188.4 | 193.1 | 198.5 | 202.5 | 208.3

1. Includes new trucks only.




20

SURVEY OF CURRENT BUSINESS

October 1981

1979

1980

1980

1981

II

I

v

I

I

Seasonally adjusted

Index numbers, 1972=100

1979

1980

1980

1981

III

v

I

IIL»

Seasonally adjusted

Index numbers, 1972=100

Table 7.14B.—Implicit Price Deflators for Government Purchases Table 7.17.—Implicit Price Deflators for Merchandise Exports and
of Goods and Services by Type Imports by Type of Product and by End-Use Category
Government purchases Merchandise exports___.| 213,7 | 236,7 | 232.2 | 238,5 | 248.4| 255,7 | 257.4| 259.5
of goods and services_.| 168,1 | 184.4 | 1816 | 185,1 | 192.8 | 196.4 | 199.5 | 204.3
Foods, feeds, and beverages.__| 222.8 | 235.1 | 221.6 | 234.1 | 255.4| 263.1 | 256.2| 239.7
Federal ... . .._..... 165.1 | 183.9 | 179,5 | 182,4 | 197.4 | 199, 4 | 2019 { 206.7 Industrial supplies and ma-
terials.. ... 251.7 | 282.9 [ 282.8 | 280.5 { 283.1; 292.6 | 293.4] 204.2
National defense.........._. 165.7 | 185.6 | 181.4 | 185.2 | 196.8 | 201.2 | 204.2 | 208.9 Durable goods. ... 251.8 | 282.9 | 282.8 | 280.5 | 283.1| 292.5 | 293.4; 294.1
Durable goods.._.... 176.2 3 3 . . Nondurable goods.. ..__ 251.7 | 282.9 | 282.8 | 280.5 | 283.1| 292.6 | 293.4] 204.2
Nondurable goods.. 420.7 Capital goods, except autos 189.1 | 212.2 | 207.4 | 217.9 | 228.1| 237.5 | 244.3] 2545
Services 170.8 Autos.. ... ... 215.8 | 249,7 | 243.1 [ 255.0 | 267.3| 270.6 | 282.9 202.1
Compensa Consumer goods._ 187.5 | 199.5 | 192.4 | 201.7 | 202.9| 199.2 197.7) 202.4
ployees. 160.7 Durable goods.... 203.4 | 231.1 | 226.8 | 232.2 | 238.9| 237.4 | 242.8] 248.1
Military. Nondurable goods. . 174.5 | 172.6 | 166.3 | 176.9 | 176.4| 173.5 | 169.2| 175
Civilian, ther _.___________ 213.0 | 235.9 | 232.1 | 238.5 248. 4| 255.8 257.2] 250.4
Qther serv Durable goods.... 213.0 | 235.9 | 232.1 | 238.4 | 248.5| 255.8 | 257.2( 259.4
Structures. .. Nondurable goods........__. 213.0 | 235.9 | 232.1 | 238.7 | 248.2| 255.8 | 257.2| 254.4
Nondefense... Merchandise imports. . .| 271.6 | 332.3 | 334.8 | 328,4 | 339.1] 348,0 | 343. 326.6
Durable good »
Nondurable goo Foods, feeds, and beverages__.| 228.4 | 270.1 | 266.6 | 276.0 | 277.3| 277.0 | 268.1| 257.0
Services.. Industrial supplies and mate-
Compen rials, excluding petroleum.| 244.5 | 301.1 | 299.2 | 303.8 | 305.9| 300.3 | 30L.1| 206.1
ployees.._ . 3 3 Durable goods. 244.9 1 306.6 | 303.8 | 309.3 | 311.0| 301.4 | 302.3} 296.6
Other servi 5 . 206. 4 Nondurable goods.. 244.1 | 293.2 1 202.9 | 296.5 | 298.3| 298.9 | 299.2 5. 4
Structures...... 214 212189 | 222.2 | 225.3 Petroleum and produ 702.0 1,153.8 11,163.2 11,191.6 (1,231.0|1,319.8 11, 349. 3]1,268.5
Capital goods except autos_...| 178.6 5. .11 208.1 | 210.4] 209.6 | 199.7} 2021
Stateand loeal ...__..._...._... 190.0 | 194.5 | 1980 | 202.8 utos_ ... | 231.9 | 248.5 | 235.0 | 252.3 | 267.4| 277.4 | 282.7| 288.5
Consumer goods. 203.7 | 221.2 | 214.2 | 226.2 | 228.5| 236.7 | 230.8| 233.6
Durable goods. ..o ooooeo_.. 175.0 | 178.4 | 181.0 | 182.8 Durable goods... 186.4 | 195.0 | 188.8 | 198.1 | 202.8| 206.5 | 206.1| 214.8
Nondurable goods_. 198.2 | 202.3 | 205.8 | 211.5 Nondurable goods. 236.9 | 282.4 | 273.2 | 289.1 | 289.0| 312.9 | 284.8| 273.5
Services o oooocoooeoaoo 184.7 | 189.2 | 193.4 | 198.9 Other____._________ 217.5 | 246.2 | 242.2 | 249.1 254.2] 258.4 | 254.4| 253.9
Lompensation of employ- Durable goods... 217.5 | 246.2 | 242.2 | 249.3 | 253.9| 258.0 | 254.6| 254.0
...................... 181.7 { 186.2 | 189.8 | 194,1 Nondurable goods........._.] 217.5 | 246.2 | 242.2 | 248.8 | 254.4{ 258.7 | 254.2| 283.7
Other services. 193.5 | 198.1 | 203.9 | 212.8
StructureS. .« ceceeiieenaas 226.3 | 231.3 | 233.5 | 235.3 Addenda:
Exports:
NAgricpltl]Jtral &%)rodtécts{s._.. %%%4 %g 222.7 234.0 | 253.5| 261.8 | 254.3] 240.0
~ . . . nagr S . . . . . 3 3 4.
Table 7.16.—Tmplicit Price Deflators for Exports and Imports of Trposts. of- monpetroloni 6 234.9 | 230.6 | 247.1 2541 | 2581 264.1
Goods and Services products. ... 217.8 | 248.4 | 244.4 | 251.1 | 256.2| 258.6 | 254.9| 254.1

Exports of goods and services. .

Merchandise_..............
Durable goods...
Nondurable goods....-....

Services... ...
Factor income._
Other ceeeemeeccinanes

Imports of goods and services.__

Merchandise........ooo_....
Dureble goods.......
Nondurable goods.

BervieeS. o oeoeoccccoioanaonl
Factor income. ..o
(0771377 P

195

211.0

207.6
232.2
241.8

213.4

238.5
233.1
246.4

178.4
177.2
180.6

289,7

328.4
237.0
498.6

205.2
177.2
228.3

219.9

Table 7.21:

1. Inventories are as of the end of the quarter.

2. Business final sales equals final sales less gross product of households and jnstitutions,

government, and rest of the world.

Table 7.21.—Implicit Price Deflators for
of Business

Inventories and Final Sales

Nondurable good -

Manufacturing. .
Durable goods.
Nondurable go

Wholesale trade._.___._
Durable goods.....__.__.
Nondurable goods_...__.

Merchant wholesalers____.
Durahle goods._...._____.
Nondurable goods..___._

Nonmerchant wholesalers._
Durable %oods ...........
Nondurable goods

Retailtrade____.____________
Durable goods.._...____.
Nondurable goods.

Other.. . L

Final sales ?
anl sales of goods and struc-

215.5

186.8
219.7
207.2
238.7

225.1
213.7
248.9




Table 8.1.—Percent Change From Preceding Period in Gross National Product in Current and Constant Dollars, Implicit Price
Deflator, and Price Indexes

1980 1981 1980 1981
1979 | 1980 I 111 1w I I | II» 1979 | 1980 1I 111 I v 1 I III »
Seasonally adjusted Seasonally adjusted
Percent Percent at annual rates Percent Percent at annual rates
Gross national product: Imports:
Current dollars. 12.0 88| —~L1| 11.8} 149 19.2 4.7 8 Current dollars.....__.._.... 21.6 | 18.1 }—14.8 [-21.2 | 37.8 20.5] 1.5} —3.1
1972 dollars._..___._ 3.2 -2 -99 2.4 3.8 8.6 —1.6 -6 1972 dollars_______.__________ 6.0 —.1]-21.9 1—20.4 | 258 10.3 | 14.2 11.0
Implicit price deflator. . 8.5 9.0 9.8 9.2 10.7 9.8 6.4 9.4 Implicit price deflator._.__.__ 14.7 18.2 9.0 | ~-1.0 9.6 9.3 | ~2.4| ~12.6
Chain price index_.._.._____ 8.7 8.6 8.8 9.3 | 10.5 9.8 7.7 9.5 Chain priceindex...._..__.__ 17.2 | 25.2| 16.2] 119 9.6 | 12,6 6| —41
Fixed-weighted price index_.[ 9.4 9.6 9.3 9,0 10,4 10.2 7.9 9.2 Fixed-weighted price index..] 16.2 | 24.0| 13.1] 13.1 9.0 | 118 4] —6.1
Personal consumption Government purchases of
expenditures: goods and services:
Current dollars_..._.__..____ 120 1007 =10 143 | 17.4| 142 4.3 13,7 Current dollars__......_____. 9.5 12.9| 10.6 2.6} 20.2| 13.5 .6 9.4
1972 dollars.. ... 2.9 5| —9.8| 51| 70| 58} -21 4.3 1972 dollars___._________._.._ 15| 29| 25]—-50| 22| 54| -56]| -3
Implicit price deflator._ 8.91 10.2 9.8 8.8 9.7 8.0 6.5 9.0 Implicit price deflator....... 7.9 9.7 7.9 80 17.6 7.7 6.5 10.0
Chain price index_ ..._.._.__. 9.3| 10.6 9.7 9.5 | 10.1| 10.3 6.5 8.7 Chain price index..._....._. 8.4 0.7| 83] 85| 128 9.2 8.1 8.7
Fixed-weighted price index..}] 9.6 | 11.0 9,9 9.5 10.1 (| 10.9 6.5 8.2 Fixed-weighted price index.. 9.3| 1L1 9.0 8.1 13.3 9.3 8.6 7.4
Durable goods: Federal:
Current dollars. - ... 6.5| —2|~40.0] 329 | 30.9| 27.7|-17.2 24,3 Current dollars__.....__. 9.5| 18.5| 19.8| —=7.5 | 40.2 | 19.3| —3.7 15.7
1972 doVars______________ 2| —7.4 [-43.3] 21.7 | 21.2] 241 [-23.3 15.3 1972 dollars__.._.____.._. 1.9 6.3 1.9 |-13.1 2.0 148 -84 5.3
Implicit price deflators.. 6.3 7.7 5.8 9.2 8.0 4.5 7.9 7.9 Implicit price deflator_..| 7.4 | 11.4 7.0 6.4 | 37.4 4.0 5.1 9.8
Chain price index... - - .. 6.8 8.4 8.5 8.8 7.8 4.7 8.2 8.0 Chain price index__..... 8.3 11.0 6.7 7.5 1 22.9 9.3 9.1 5.9
Fixed-weighted  price Fixed-weighted  price
index.. - _...o.___. 6.8 84| 83| 97| 74| 45| 91 8.7 index.._ ..o ..o 9.2 18.1| 73| 65| 23.6( 88| 10.6 5.4
Nondurablegoods: National defense:
Current dollars_____._.__ 13.71 12.2 1.8 6.3 18.5 13.4 5.3 8.3 Current dollars...._. 11.2 ] 18.4| 12.4 8.4 35,0 | 10.4 8.7 18. 4
1972 dollars... oo 26| 1L1|-53|-.8| 63 4.6 | 2.7 1.4 1972 dollars. - ..._. 26| 57| 62} —.1 59({ Li| 2.6 8.1
Implicit price deflator__.] 10.8 | 11.0 7.5 8.3 1L5 8.4 2.5 6.8 Implicit pricedeflator.] 8.4 | 12.0 5.8 8.6 | 27.5 9.3 5.9 9.6
Chain priceindex..._._.. 1.3| 120 83| 94| 18| 125; 33 5.2 Chain priceindex....| 88| 1.8| 70| 72| 23.6( 87| 10.2 7.8
Fixed-weighted  price Fixed-weighted 84| 12.2 5.8
indeX. oooeeooooooeno. 1.6 12.4| 86| 92| 18| 136} 33 43 price index_.._.__. 9.8 | 143 81 T1| 244
Services: Nondefense:
Current dollars. ....._.. 124 | 12.8| 108 17.0| 131 109 10.1| 157 Current dollars.... .. 6.1] 18.6| 35.0}~-32.2| 5.2 389 |—244] 101
1972 dollars___._________. 41| 26| 0 6.4 37| L4i L6 3.5 1972 dollars. .. __._ 6| 75| 23.1(~-33.1| -5.3| 46.8|—26.4 0
Tmplicit price deflator__.] 80| 09| 10.7] 1000| 9.1 9.3 83! 1.8 Implicit price de-
Chain price index..._ ... 83| 10,2 | 1.2| 99| 93| 99| &7} 1L9 flator.._..._.____ 55| 103 97| 13| 5.7| =54 28{ 101
Fixed-weighted  price Chain price index.. 7.4 9.4 6.1 8.2 2.4 10.4 7.0 2.1
NAOX s eeeoeeemnen - 85| 10,4 1.7 99| 93| 101( 90| 1.9 Fixed-weighted
priceindex........ 7.7 10.0| 5.1 50| 2L6 9.9 6.5 3
Gross private domestic invest-
ment: Stateand local:
Current, dollars. .. _.__._____. Current dollars.._...__.. 96| 98{ 56| 91| 97| 100| 33 5.7
1972 doMars______.______ 1972 dollars._..._.. | 12| LoO|-28 31 23 2| =381 —4.0
Tmplicit price deflator.. . Implicit price deflator.. 8.2 8.7 8.6 8.8 7.2 9.8 7.5 10,1
ghaig priic(i ingex ...... B ghaié\ pricggn((liex ...... 8.5 90 92| 91 7.2 9.2 7.5 10.5
Fixed-weighted price index._. Fixed-weighte rice
€ P index oo Pl gl 97| 102 e1| e8| e7| 72 8.9
Fixed investment:
Current dollars....__.._. 128 | .7|-25.8( 105 24,2 180 25| —2.8 || Addenda:
1972 dollars. ... 3.1|-=711-31.8| 21| 157 10.8| —=7.6| —88
Implicit price deflator... 9.4 8.5 8.9 8.3 7.4 6.5 | 10.9 6.6 || Gross domestic purchases:
Chain price index 10.2| 10.0( 12.3] 9.7( 53| 94| 89 7.5 Current dollars | us| sa4af-24) 73| 189 84| 60 9.2
Fixed-weighted 1972 dollars___. 2.3 | ~1.1|~-10.6 8| 66| 81| —.3 L2
index_.oooceoooeoon.. 107 10.1| 120| 97| 52| 97| 87 7.6 Implicit price deflato 88| 07| 92| 65| 15| 9.4f 63 7.9
Chain price index.. 9.3/ 10.3| 10| 9.3| 99| 99| 72( 85
Nonresidential: Fixed-weighted pri .l 97| 108 99| 93| 100} 102] 7.3 79
Current dollars...._ | 15.6 [ 5.8 [—10.4 60| 11.5| 19.6] 11.4 7.9
}972 ]dollars ...... o 65| -30|-199| -1.5| 40| 183|-21| ~—.4 Figal saletsa I sl 1
mplicit price de- urrent dollars -] 123 9.8 | =L 5.9 | 15.0 N 2.0 X
htor... o 86| 91| ns| 76| 72| 56| 139 8.4 1972 dollars.. | 35 7 {~10.4| 41] 4.4 123 —47 _9,2
Chainpriceindex.._ | 90| 10.3] 131] 10.0| 6.3] 91| 101 7.9 Implicit price oo | 85| 90| 96 1.3} 102]| s0| 70! 102
Fixed-weighted price Chain price index_..__.____ 8.7 8.6 8.6 9.3 10.6 | 10.6 7.7 9.6
T 15 U 9.7 106 131 1002| 70| 95| 103 8.3 Fixed-weighted price index. | 9.4| 9.6| 95| 90| 104 103| 7.9 9.2
Structures: Final sales to domestic
Current dollars____| 224 | 13.0| .7|-40]| 165| 228| 2.8} 159 purchasers:
1972qollars. .. 87| —.1(-131|-153]| 9.0 166) 67 6.8 Current dollars.__._._._____ 16| 95| —32| 1.2 190 146| 32| 102
Implicit price de- 1972 dollars..__.._. 2.6 —.2|=-1L2 2.5 7.2 6.4 —3.6 1.4
ator. ... 126 131 159 133] 69| 49| 14l 8.6 Implicit price deflator___.__ | 88| 97| 90| 85| 109] 77| 7.1 87
Chain priceindex._| 12.9 | 19| 126 | 83| 64| 97| 835 8.9 Chain price index.__.._____ 9.2| 10.3| 9.8 93| 99| 99| 7.2 85
Fixed-weighted Fixed-weighted price index. 9.7 109 | 10.1 9.2| 10.0| 10.3 7.3 7.9
price index—-.._. 129 1.8 126| 81| 58| 90| 81 8.
Gross domestic product:
Producers’ durable Current dollars........__.._. 1.5 8.7 —.6] 1.6 15.6 | 18.9 5.1 8.6
equipment: 1972 dollars__..___. . 2.8 -2 ~-9.4 2.2 4.4 83| —1.2 -7
Currentdollars___.| 128 | 20|—-163| 123| 87| 180| 56 3.2 Implicit price deflator.......| 85| 90| 98| 62| 17| o8| 64 o4
1972 dollars_._ ... 55| —4.2(-227| 53| 19| 1.8 =59 —36 Chain price index._..__.___ 87| 86| 88| 93| 105| 98| 77 9.5
Implicit price de- . 5 Fixed-weighted price index. 9.4 9.6| 9.3 9.0| 10.4( 102 7.9 9.2
flator ... 64| 65( 83| 66| 66| &5 123 7.1
Chainpriceindex..| 7.1| 9.5| 13.4| 10| 63| 88/[ 1.0 7.3 Business:
Fixed-weighted 1.8 Current dollars......__.. 11.9 851 =19 123 | 154| 20.3 4.8 9.0
price index........ 7.6| 98| 134| 1.6 79| 99 . 8.4 1972 dollars | ze| —s|-ma| 23| ho| Tos|-14| =7
Implicit price deflator...| 8.7 9.1 10.3 9.7 9.9 9.9 6.3 9.8
Residential: 19.2 Chain priece index__.___ 9.0| 87| 91| 99| 97| 100] 79 9.9
Current dollars.____. 6.6 |—11.3 {—36.4 | 25.7 | 8.5 | 140 Tons -20.7 Fixed-weighted  price
%972‘<}q1t1ars.:._--a_-_ —-5.2 |-18.6 |[—60.2 | 16.0| 642| 3.6 72341333 TS S 9.7/ 98! 98! 96| 93| 105 82| o6
mplicit price de- -
flator___._.._..._.. 1251 90| 95| 84| 26| 100) 557 54 Nonfarm:
Chainpriceindex.___| 12.6 | 93| 102{ 89| 21| 101 -0 6.3 Current dollars........ 1.8 ot|-nt| 16| 176 19.3( 58 9.1
Fixed-weighted 6.0 1972 dollars.__.______ 31| —.4(—10.8 3.1 6.9 7.9 —6| =14
price index...____. 126 93| 102] 88| 21 101 6.3 Implicit price de-
flator.. . ____....... 8.5 9.6 | 10.9 831 10.0| 1038 6.5 10.6
Exports: Chain price index. .| 8.8 | oo oo foom e e ——mmm
urrent dollars..._._.____._. 280 20.8) —4.7 | 114 4.4 27.0 9] —58 Fixed-weighted
1972 dollars_..._____ | 152| 9.6|-123| —2| -7.4| 136 | —23| —87 price index__.__._. LS 5 IR SR PUIpUN RIS IR NSO ——
Tmplicit price deflator. 11 102 86 1.6 128 1L8 3.4 3.2
Chain price deflator________.| 12,0 10.1 6.8 1.5 | 14,7 1L6 5.0 4.5 Disposable personal income:
Fixed-weighted price index..] 12.6 | 10,3 6.5 1.5 14.5| 1.7 5.6 4.3 Current dollars. ] 122] 11,0 44| 13.3| 12.8| 1.2 8.0 1L 4
1972 dollars..._ ... 3.1 7| —49 4.1 2.9 3.0 14 2.2

_ NotE.—The implicit price deflator for GNP is a weighted average of the detailed price
indexes used in the deflation of GNP, In each period, the weights are based on the composition
of constant-dollar output in that period. In other words, the price index for each item (1972=
100) is weighted by the ratio of the quantity of the item valued in 1972 prices to the total output
in 1972 prices. Changes in the implicit price defiator reflect both changes in prices and changes

in the composition of output. The chain price index uses as weights the composition of output
in the prior period, and therefore reflects only the change in prices between the two periods.
However, comparisons of percent changes in the chain index also reflect changes in the com-
position of output. The fixed-weighted price index uses as weights the composition of output
in 1972, Accordingly, comparisons over any time span reflect only changes in prices.
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By DOUGLAS R. FOX

SALES of new motor vehicles totaled
11.3 million in model year 1981, down
from 11.9 million in 1980. The decline
was the third in a row from the record
15.3 million in 1978. Sales of both new
passenger cars and new trucks fell fur-
ther in 1981, reflecting sharp increases
in costs associated with the purchase
and ownership of a new car as well as
adverse general economic conditions.
Early in the year, anticipated increases
in domestic new car sales failed to ma-
terialize, and inventories built up. Price
discounts were initiated to stimulate
sales and to bring inventories back into
line. When inventories again built up,
another round of price discounts was
initiated at the end of the model year.
Sales of imported cars leveled off, but
their market share edged up to a record
high.,

Production of domestic cars followed
a smoother course than that of sales in
1981, but for the year was as weak as in
1980. Production of domestic trucks also
remained weak.

New Cars

Retail sales of new passenger cars
totaled 9.0 million in the 1981 model
year, down slightly from 9.2 million in
1980, and far below the 11.0 million
recorded in 1977-79 (chart 6). Sales of
domestic cars fell from 6.8 million in
1980 to 6.6 million in 1981, and sales of
imported cars were flat at 2.4 million.
On a quarterly basis, new car sales were
9.1 million (seasonally adjusted annual
rate) in the fourth quarter of 1980, in-
creased to 10.1 million in the first quar-
ter of 1981, plunged to 7.8 million in
the second quarter, and returned to 9.1
million in the third.
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Motor Vehicles, Model Year 1981

Sharp increases in costs associated
with the purchase and ownership of a
new car and adverse general economic
conditions were major factors in the
weakness of new car sales in 1981, as in
1980. Among the adverse economic con-
ditions, uncertainity about job security
and income losses continued. The un-
employment rate has hovered about 714
percent since the second quarter of
1980. Also, monetized capital gains on
existing residences, which had been
available to support consumer pur-
chases, were down, as increases in hous-
ing prices slowed and the volume of
transactions declined.

The average unit sales price of a do-
mestic car was almost $9,000 in the third
quarter of 1981, up 28 percent from the
third quarter of 1979. Items tied to the
sales price, such as taxes and insurance,
were up sharply. Gasoline prices
climbed 41 percent over the 2-year pe-
riod. This large increase probably held
down driving and prolonged the life of
existing cars, but it probably also en-
couraged the trade-in of existing cars
for the more fuel efficient new cars.
The cost of new car financing was up
substantially due to adverse financial
conditions.

Financial conditions.—Inasmuch as
almost three-fourths of all new cars are
bought on credit, record-high interest
rates and constraints on the availability
of credit contributed to the weakness
of new car sales in both 1980 and 1981.
As can be seen from chart 7, the finance
rate on selected consumer auto install-
ment loans by commercial banks was
stable at about 11-1114 percent prior to
mid-1979. The rate increased rapidly
during the 1980 model year, peaking at
15%% percent, before subsiding. The in-
crease resumed in the fourth quarter of

IR $ CHART 5
New Passenger Car Sales
by Model Year

Million units
12

1974 75 76 77 78 79 80 81

Note.~Based on October through September sales for each model yea-.

Data: Motor Vehicle Manufacturers Association of the United States,
Inc. and Ward’s Automotive Reports.

U.S. Department of Commerce, Bureau of Economic Analysis 81-1¢-3
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1980 and reached a record 17 percent in
the third quarter of 1981. On a 48-
month $6,000 loan, the increase in the
finance rate since mid-1979 would trans-
late into a 10-percent increase in the
monthly payment for a new car. The
combination of rising new car prices
and finance rates kept some buyers
from qualifying for auto loans.

Commercial banks, which had been
the principal source of auto loans in the
1970%s, cut back sharply on their lend-
ing. Extensions of auto installment
loans by commercial banks fell from
$4.39 billion (seasonally adjusted) in
the third quarter of 1979 to $3.36 bil-
lion in the third quarter of 1980. In
July-August 1981, extensions averaged
$3.67 billion. The commercial bank
share of total auto loan extensions fell
sharply, from 55 percent in 1979 to 48
percent in 1980 and to 44 percent in
July-August 1981.

As commercial bank lending dropped,
finance companies—whose loans are
dominated by automakers’ subsidi-
aries—stepped-up their lending and
held down their finance rates to support
new car sales, Their share of loan ex-
tensions increased from 25 percent in
the third quarter of 1979 to 32 percent
in 1980 and to 37 percent in July-
August 1981. Prior to 1980, the finance
rate charged by these companies ex-
ceeded that charged by commercial
banks by about 1-2 percentage points.
As commercial bank finance rates
soared, the gap was closed.

Domestic and import sales

The weakness in new car sales in the
1981 model year, as in the 1980 model
year, was pervasive; sales of all do-
mestic size categories except subcom-
pacts were well below their 1977-1979
levels. Full-size car sales fell from 1.6
million in 1980 to 1.3 million, and their
share of total sales dropped from 17
percent to 15 percent, a record low.
Despite improvements in fuel efficiency
due to reductions in exterior size and
weight—“downsizing”—and increased
use of diesel engines, many buyers have
traded down to smaller cars. The num-
ber of full-size models available con-
tinues to decline; several more models
are being phased out in 1982,

SURVEY OF CURRENT BUSINESS

MRS CHART 7
Finance Rates on New Auto
Instalilment Loans

Percent

18

14+

Finance Companies

12

Commercial Banks

10 I EENE IR EENE SN NN NN ARNE RRW!
1974 75 76 77 78 79 80 81
Note.—Most common finance rates (annual percentage rate) at
reporting institutions.
Data: Federal Reserve Board.
U.S. Department of Commerce, Bureau of Economic Analysis

81-10-7

Intermediate car sales leveled off at
1.9 million and a 21 percent market
share, after declining sharply the previ-
ous 2 years. As in the case of full-size
cars, the declines had reflected the trad-
ing down to small cars. The introduc-
tion of several restyled models in 1982
and the phasing out of full-size models
are likely to hold up intermediate sales
in the near future.

After edging down for 2 years, com-
pact car sales leveled off at 1.7 million,
and they maintained an 1814 percent
share of the market. In the face of de-
clines in total sales, subcompact car
sales were 1.7 million in each of the last
3 years, and their market share in-
creased from 16 percent to 19 percent.
Over this period, several new and down-
sized subcompact models were intro-
duced, and additional models are plan-
ned. The new models are smaller, light-
er, and considerably more fuel efficient
than their predecessors. The trading
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down to smaller cars is likely to con-
tinue.

Imported car sales were unchanged
at 2.4 million, after 2 years of strong
increase. The increase had been almost
entirely in sales of Japanese subcom-
pacts, which accounted for nearly 80
percent of import sales and 21 percent
of total new car sales in 1981. These
cars are among the most fuel efficient
available. The flattening out of sales in
1981 can be attributed to the factors
thut generally weakened the new car
market. The Japanese auto agreement
probably did not have much impact on
the yearly total. Effective for the year
beginning April 1, 1981, Japan agreed
to limit shipments of cars to the United
States to 1.68 million, compared with
1.82 million in the year-earlier period.
If new car sales pick up in 1982, the
Japanese share of the market could be
held down by the limitation of ship-
ments. The first Japanese-owned car
plant to be located in the United States
is scheduled to open within a year and
a half; sales of these cars will be con-
sidered domestic sales.

New car prices

The uneven quarterly pattern in new
car sales largely reflected the timing of
price increases and of discounts on do-
mestic cars. At the beginning of the
1981 model year, domestic manufactur-
ers raised list prices an average of 4-51%
percent, roughly the same as they had
in the previous 2 years. In the fourth
quarter of 1980, new car sales showed
less strength than the rest of the econo-
my. Nevertheless, new car prices were
raised about 1-11% percent in the be-
ginning of January. In mid-February,
in response to stagnating sales and
mounting inventories, domestic manu-
facturers announced extensive cash re-
bates. The rebates, which included
many high-volume intermediate and
compact cars, were advertised at about
10 percent of the list price. Dealers were
required to contribute a portion of the
rebate; because they resisted cutting
into their margins, the effective dis-
count to the buyer was probably less
than advertised. The rebates, which
lasted through most of March, substan-
tially boosted first-quarter sales. An
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undetermined portion of the sales boost
represented “borrowing” from future
periods; buyers who were considering
the purchase of a new car took advan-
tage of the temporarily discounted
prices. The “borrowing” of sales, an in-
crease In new car prices in April and
May that ranged from 2-314 percent
per unit, and record finance rates all
contributed to the second-quarter
plunge in sales to their lowest level
since the recession a year earlier. In
mid-August, manufacturers initiated
another round of price discounts. The
discounts, which consisted of various
cash rebates, dealer incentives, and fi-
nance subsidies, were designed to clear
out excess inventories of old, 1981
models. Price increases on the 1982 do-
mestic models were first announced to
be in the range of 5-714 percent, which
would have been somewhat larger than
in previous years, but were subsequently
scaled back to 4-6 percent.

Prices of imported cars were raised
about the same amount as domestics at
the beginning of the 1981 model year,
and were raised throughout the year.
Some price discounting occurred in re-
sponse to the domestic manufacturers’
programs. Over the past year, the ap-
preciation of the dollar against the
Japanese yen and the German mark
did not lead to a price decrease; the ex-
pected effect of appreciation may have
counterbalanced strong upward pres-
sures from a tight market for imported
cars. Several leading foreign manufac-
turers have announced increases of
5-T14 percent in the prices of their new,
1982 models.

Production and inventories

Domestic production in the 1981
model year totaled 6.6 million, about
the same as in 1980. Production was
weak throughout the year. Many plants
operated below capacity: Production
lines often ran at less than optimal
speeds, single work shifts were com-
mon, and temporary closings were fre-
quent. The number of hourly workers
on indefinite layoff remained high, be-
ginning the year at 215,000, and ending
it at about 160,000.
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The large fluctuations in domestic
new car sales caused wide swings in in-
ventories and uncertainties in schedul-
ing production in the 1981 model year.
At the beginning of the year, domestic
inventories were 1,390,000 (seasonally
adjusted), and the inventory/sales
(I/S) ratio was 2.6, somewhat above
the 2.0 level generally preferred by the
industry. In the fourth quarter of 1980,
domestic production exceeded sales, and
inventories edged up to 1,440,000, As a
result of the first-quarter rebates, in-
ventories were slashed to 1,090,000, the
lowest level in more than a decade, and
the I/S ratio plunged to 1.8. Supplies
of many models were so low that an in-
crease in production was scheduled in
the second quarter despite uncertainty
about the course of sales. The second-
quarter sales slump resulted in a quick
inventory buildup to 1,470,000, and the
I/S ratio jumped to 3.2. Initially most
of the buildup was in specific models:
Stocks of some models that had been
depleted were rebuilt; stocks of several
intermediate models were added to in
preparation for major model change-
overs in the third quarter; and stocks
of new subcompact models were built
up prior to their May introduction. As
the sales slump continued, however, the
inventory accumulation became more
widespread.

Recent developments and outlook

New car sales were weak at the be-
ginning and end of the third quarter,
but were boosted in August and early
September by the price discount pro-
grams. Domestic new car sales totaled
6.9 million for the quarter as a whole,
compared with 5.6 million in the second
quarter. Sales of all size categories were
up: Full-size car sales increased to 1.5
million from 1.3 million, intermediate
sales to 1.9 from 1.6 million, compacts
to 1.6 from 1.3 million, and subcom-
pacts to 1.9 from 1.5 million (chart 8).
Sales of imported cars—at 2.2 million—
were unchanged from the second quar-
ter, and their market share fell to 24
percent, the lowest in 2 years.

Inventories of domestic cars were
about 1,430,000 (seasonally adjusted),
down slightly from the end of the sec-

October 1981

ond quarter; inventories were run up
sharply during the first part of the third
quarter and down sharply during the
second. The I/S ratio dropped to 2.5,
but was still above the preferred level.
Inventories of imported cars, especially
those of popular Japanese models, were
very low by the end of the third quarter.

The near-term outlook for new car
sales is not promising. The economy
continues to be weak, and interest rates

T $ CHART 3
Retail Sales of New Passenger Cars
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Note.—The components may not add to the total because each category
was separately adjusted for seasonal variation.

Data: Motor Vehicle Manufacturers Association of the United States, Inc. and
Ward's Automotive Reports; seasonal adjusiment by BEA.

U.S. Department of Commerce, Bureau of Economic Analysis. 81-10
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remain high. Despite the price discount
programs, sales of domestic cars fell
off at the end of the third quarter. Pro-
duction schedules for the fourth quarter
have been reduced to well below the 6.9
million (seasonally adjusted annual
rate) produced in the third, indicating
that domestic manufacturers expect a
slow start in the 1982 model year. Sales
of imported cars will be limited by tight
supplies of Japanese cars: Inventories
are low, and shipments will be restricted
by the auto agreement.

New Trucks

Retail sales of new trucks totaled 2.3
million in the 1981 model year, down
from 2.7 million in 1980. Sales of do-
mestic light, domestic “other,” and im-
ported trucks all declined. On a quar-
terly basis, new truck sales fluctuated
within 2.3-2.4 million (seasonally ad-
justed annual rates) from the fourth
quarter of 1980 through the third quar-
ter of 1981 (chart 9).

Sales of domestic light trucks (up to
10,000 pounds) fell from 1.9 million in
1980 to 1.6 million in 1981. At 1.6 mil-
lion, sales were less than one-half their
record high of 3.4 million in 1978. Most
light trucks are pickups and vans, more
than one-half of which are purchased
by consumers for personal use. These
purchases were affected by the same cost
and general economic factors that
dampened purchases of new cars.
Another reason for the 3-year plunge
in domestic light truck sales was their
relatively low fuel efficiency : Fuel effici-
ency improvements for new cars out-
paced those for new domestic light
trucks; domestic conventional pickups
weighed considerably more than im-
ported compact pickups and used much
larger engines; and, some domestic
trucks are four-wheel drives, which are
less fuel efficient. Concerns about fuel
efficiency slowed the switch from cars to
domestic pickups or vans for personal
use, and accelerated the switch from do-
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NN CHART 9

Retail Sales of New Trucks

Million units (Ratio scale)
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T TT

o
T

Other Domestic

\

import

Aloaa b ber b s baaa bagslaag
1974 75 76 77 78 79 80 81
Seasonally Adjusted at Annual Rates

Note. —Retail sales of domestic new trucks are classified by gross
vehicle weight as light-up to 10,000 pounds, and other-over 10,000
pounds. Import trucks include imports by U.S. manufacturers.
Data: Motor Vehicle Manufacturers Association of the United States,
Inc. and Ward’s Automotive Reports; seasonally adjusted by BEA.

U.S. Department of Commerce, Bureau of Economic Analysis 81-10-9

mestic conventional to imported com-
pact pickups.

Sales of imported trucks declined
from a record 0.50 million in the 1980
model year to 0.45 million in 1981, but
their share of total light truck sales
edged up from 2014 percent to a record
21 percent. A major factor in the de-
cline in sales of imported trucks, which
are nearly all Japanese compact pick-
ups, was a change in tariff rulings at the
beginning of the model year. Effective
August 20, 1980, the U.S. Customs Serv-
ice reclassified imported trucks without
cargo boxes—the form in which vir-
tually all Japanese pickups enter this
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country—from “cab chassis,” dutiable
at 4 percent, to “unfinished trucks,”
dutiable at 25 percent. This change
added nearly $1,000 to the sales price of
these units in model year 1981.

In coming years, domestic manufae-
turers should be able to increase their
share of the light truck market. Con-
tinued downsizing of conventional
pickups will improve fuel efficiency.
Further, domestic compact pickups,
comparable to the imports, will be in-
troduced in 1982 and 1983. The first
Japanese-owned truck plant to be lo-
cated in the United States is scheduled
to start producing light trucks for the
1983 model year; sales of these trucks
will be considered domestic sales.

Sales of “other” trucks (over 10,000
pounds) were weak throughout the 1981
model year. This broad category con-
sists of medium-duty trucks, mostly
general delivery trucks and buses, and
of heavy-duty trucks, mainly large van
trucks and diesel tractors designed to
pull trailers. Sales of these trucks fell
from 0.30 million in 1980 to 0.24 million
in 1981, their lowest level in more than
a decade. The decline reflected the gen-
erally uncertain economic conditions
and high interest rates, which deterred
business investment. Imported trucks
have begun to make inroads in both the
medium- and heavy-duty truck markets.

Production of trucks was weak
throughout the 1981 model year, and
inventories showed little change. Pro-
duction of domestic trucks totaled 1.8
million, up only slightly from the 13-
vear low of 1.7 million registered in
1980. At the beginning of the 1981
model year, inventories of domestic new
trucks were 524,000 (seasonally ad-
justed), and the I/S ratio was 3.3. By
the end of the fourth quarter of 1980,
inventories had increased to 591,000,
and the I/S ratio was up to 3.8. Both
declined as production was held down
in the first half of 1981. At the end of
the third quarter, inventories were 516,-
000, and the I/S ratio was back down
to 3.3.

356-892 0 - 81 - 4 Q1 3



By ROBERT BRETZFELDER and HOWARD FRIEDENBERG

State Personal Income,

Second Quarter 1981

STATE personal income increased
2.1 percent in the second quarter of

1981. Reflecting the second-quarter
weakening in production, nonfarm
personal income increased 2.0 percent,
after an increase of 3.0 percent in the
first. Nonfarm income decelerated in
45 States and accelerated in only 4
States; in Missouri, first- and second-
quarter increases were equal.

The deceleration in nonfarm income
was large (2.0 percentage points or more
compared with a national deceleration

of 1.0 percentage point) in 11 States.
Three of these were in the Southeast,
four were in New England, and four
were in the West (table 1). In all except
West Virginia, wage and salary dis-
bursements (payrolls) in construction
and trade contributed to the decelera-
tions, and, reflecting these payrolls, so
did nonfarm proprietors’ income. In all
except Idaho and Wyoming, payrolls in
services, the finance-insurance-real es-
tate group, and durables manufacturing
contributed. In West Virginia and Ken-
tucky, which were the only two States

with second-quarter declines in non-
farm income, the coal strike was a
major factor.

Accelerations in nonfarm income oc-
curred in Delaware, Michigan, Alaska.
and Illinois. In each, both durables and
nondurables manufacturing payrolls
contributed. In addition, payrolls in
construction and trade (execept in
Alaska) decelerated less than they did
in the United States. In Delaware and
Michigan, a second-quarter increase in
motor vehicle production after a first-
quarter decline was a major factor.

Table 1.~~Change in Nonfarm Personal Income and Selected Components

Private wage and salary disbursements (payrolls)
) Trans- Nonfarm
Nonfarm personal income » Finance, | Durables Non- portation, |proprietors’
Mining Con- Trade | Services | insurance, manu- durables commu- income
struction and real | facturing manu- nication,
Rank estate facturing | and public
utilities
Percent change
Deceleration (—) or acceleration in percentage points) ¢
1980: IV-| 1981: I- =) ) Gnp ge points)

1981: 1 1981: IT

United States_____..._________......__ 3.0 2,0 -1.0 —11.9 -5.1 -2.5 -1.7 -13 =10 —0.9 —-0.1 -2.0
States with large dece'eration?
1 2.8 —4.5 -7.3 —65.5 9.4 -7.0 —4.4 —-5.7 —6.4 0 —5.0 ~1L4
2 3.2 -16 —4.8 —57.9 —8.8 —8.0 -.9 —3.1 ~6.4 2.1 —4.3 —2.9
3 4.1 7 -3.4 -27.4 —22.4 —~5.0 —3.9 —-2.6 —4.7 —13.6 .1 —5.4
4 3.9 .8 -3.1 .3 —26.1 —5.6 .3 ~1.4 —-3.4 —5.2 —4.3 —7.4
5 3.2 .5 -2.7 11 —14.5 -7.8 —6.2 —6.4 8.3 —-2.7 -1.7 ~4.8
6 3.7 L1 —2.6 1.6 ~15.4 —4.1 -15 =17 —~7.6 2.9 -.5 —3.8
7 3.0 .5 -2.5 —45.3 -12.9 —4,2 =31 —2.6 -2.1 .6 ~2.6 -3.4
8 3.8 1.4 —2.4 -.8 ~24.0 5.3 -1.9 -7 —~4.4 -.4 1.0 —4.2
9 3.8 1.6 -2,2 —7.4 -7.1 -4.0 -3.3 -L6 -3.7 -5.1 ~1.4 —2.2
¢ 3.4 1.3 -2.1 1.7 —5.5 —5.7 -3.8 -5.9 —5.6 -3.7 3.3 —2.9
11 | Rhode Island. _ ... 3.7 1.6 -2.1 —7.4 —18.4 —6.0 —2.6 -6 -2.9 -3.8 2.7 —4.0
Average ... ... 3.5 .3 -3.2| -17.0| -13.3 —4.3 —2.8 —2.9 -3.5 -2.7 -1.1 ~3.9
States with acceleration?

1 .6 3.3 2.7 —7.4 .1 —4 -13 —4.2 26.0 5.4 .3 -1.4
2 2.3 3.1 .8 3.4 —4.0 ~.7 -2.5 -2, 2.6 2.2 -1.8 ~2.1
3 2.9 3.5 .6 11.4 —-2.8 —6.0 -1.2 -1.8 16.7 39.4 —4.2 —2.3
4 2.4 2.6 .2 -31.2 -1.3 -.3 .2 —-.1 15 2.2 —-1.4 —-1.2
2.0 3.1 1.1 —6.0 -2.0 -1.8 -1.2 -2.1 11.7 12.3 —-1.8 -1.8

1. The difference between the percent ch : I- :
1ov0: o differe, percent change, 1981: I-1981: II, and the percent change,

NoOTE.—The industries for which private payrolls are shown (columns 4-11) are ranked by

26

their decelerations in payrolls in the United States, and the States within the two groupings
(large deceleration and acceleration) are ranked by their decelerations or accelerations in non-
farm personal income (column 3).
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State Personal Income

Table 1.—Total Personal Income, States and Region

[ Millions of dollars, seasonally adjusted at annual rates]

1980 1981
State and region

I I I 1\% 111 v
United States__._.._..._._...__...._....... 2,062,761 | 2,088,490 | 2,155,782 | 2,228,277 | 2,292,539 2,340, 535
New England 118, 554 120, 092 123, 984 127,221 131,661 134,118
Connecticut. _ 34,335 34, 856 35, 903 36, 672 38,048 38, 661
Maine_______. 8,340 8, 529 8,778 9,126 9, 411 9, 592
Massachusetts.__ 55, 406 56, 061 58, 057 59, 447 61,398 62, 783
New Hampshire.. 8,103 8,132 8,393 8,674 9,033 9, 007
Rhode Island.-.. 8, 490 8, 593 8,827 9, 089 9,428 9,576
Vermont ..o ool 3, 880 3,921 4,026 4,213 4,343 4, 409
Mideast. .. .. iaiaieias 409, 837 415,781 427,948 440,875 452,942 461,032
Delaware. . .. ..o iciciiaaea. 5,814 5,869 6,134 6, 453 6,482 6,692
District of Columbia.- 7, 251 7,361 7,700 7, 900 8, 065 8,189
Maryland.._...... 41, 276 42, 570 43, 992 45,515 46, 499 47, 344
New Jersey. 76, 782 77,642 79, 842. 81, 940 84, 670 86, 205
New York._. 171, 553 174, 377 180, 006 184, 694 190, 075 194, 004
Pennsylvania. ... ... o oiooiooooC 107, 162 107, 961 110, 274 114,373 117,152 118, 597
GreatLakes. ... ... ... .. ..o 395,121 395,879 408,729 423,178 433,304 443,830
TIHNOIS . - . L oo iiciciiaceiis 116, 227 119, 008 123,234 125, 688 128, 645 132,031
Indiana_ .. __ ... . ... 48, 226 47,717 48, 844 51,331 52,903 53, 603
Michiga 89, 863 87,810 90, 769 95, 463 97, 507 100, 584
hio._._ 98, 563 98,777 102, 034 105, 575 108, 025 110, 198
Wisconsi 42,241 42, 567 43,848 45,121 46, 225 47,414
Plains_ .. 153, 708 153,795 158,134 162, 250 166, 315 169, 847
JOWa . e iiiceieeiaee 26, 355 26, 281 26, 844 27,340 27,935 28,521
Kansas_____ 22,721 22,974 23, 693 24, 467 24, 992 25, 536
Minnesota. . 38, 000 37,964 39,001 39,978 41,091 41,913
Missouri.. 42, 509 42,390 43,780 44,927 46, 189 47,272
Nebraska._ . 13, 687 13, 641 14,122 14, 352 14, 694 14, 994
North Dakota_. 5,404 5,493 5,536 5,902 5,996 6,119
South Dakota. .. ococemimaemaemamcccacccean 5,024 5,052 5,159 5,284 5,418 5,491
Southeast__ . ____ ... ... 407, 503 414,702 429,948 446,075 459, 295 467, 380
Alabama.. . ... iiiiiiiiccaos 28,153 28,271 29,104 30, 329 31, 126 31,375
Arkansas___ . .. .. ... 16, 007 15, 899 16, 640 17,058 17,574 17,981
Florida. 82, 026 84,697 88, 819 92, 235 95, 308 98, 288
Georgia_. . 41,734 42,156 43,720 45, 355 46, 765 47, 551
Kentueky. . oo eoiiaiaaacanas 27,380 27, 490 28,274 29, 339 30, 260 29, 926
Louisiana. ... ... . ... ....... 33,190 33,984 35,277 36, 698 38, 065 39, 090
Mississippi. . oo oo 15,927 15, 964 16, 522 16,975 17,413 17, 710
North Carolina__ .. .................. 44,083 45,042 46, 388 48,162 49,191 50, 560
South Carolina. ... ... 22, 283 22, 456 23, 362 24, 227 24, 905 25,443
Tennessee. ... o.coooaoooooo.. 34,017 34,798 35,759 37,004 38, 052 38,809
Virginia..___ ... , 49,173 50, 822 52, 888 54,388 55,123
West Virginia. ... . ... ... 14, 668 14,772 15, 261 15, 807 16, 248 15, 525
Southwest. . ... .. ... 187,372 191, 314 198,696 206, 347 213,449 219, 641
22, 557 23,134 23,720 24, 672 25, 665 26, 099
9, 946 10,127 10, 412 10, 750 11, 108 11,397
26, 468 26, 597 27,478 28, 484 29, 568 30, 584
128, 402 131, 456 137, 086 142, 441 147,108 151, 561
56, 545 57,172 59, 508 61,992 64,243 65,156
27, 580 28,144 29, 005 30, 146 31, 350 31, 808
7,304 7,502 7,777 8,145 8, 487 8, 567
6, 326 6, 547 6, 659 6, 944 7,164 7,313
10, 567 10, 695 11,001 11, 421 11, 740 11,939
4,768 4,884 5, 066 5,338 5,502 5,529
320,272 325, 265 334, 369 345,193 355,823 363,672
California. ... ... ... 247,223 251,276 257, 838 266, 252 274,178 280, 754
Nevada___ 8,109 8,115 8, 451 8, 819 9,182 9, 394
Oregon. ... 24, 061 24, 146 24,741 25, 506 26, 185 26, 753
Washington 40, 879 41,728 43,340 44, 616 46, 277 46,771
Alaska. ...l 4,824 4,754 4,990 5,296 5, 450 5,638
Hawaii_ .. . .. 9,024 9,136 9,477 9, 849 10, 057 10,221

Census regions

New England._ .. ... .. ... _._...._... 118, 554 120, 092 123, 984 127,221 131, 661 134,118
Middle Atlantie.___.._...._..._.______ . 355, 496 359, 981 370, 121 381, 007 391, 896 398, 806
East North Central .._......_________. 395, 121 395, 879 408, 729 423,178 433, 30¢ 443, 830
West North Central._ 153, 708 153, 795 158, 134 162, 250 166, 315 169, 847
South Atlantic__. 307, 169 314, 096 326, 199 338, 541 347, 851 354, 716
East South Central._.. ... . ___._.__. 105, 478 106, 523 109, 658 113, 646 116, 851 117,820
West South Central_.__.___......_..__ 204, 066 207, 936 216, 481 224, 681 232,315 239, 216
Mountain. .. ... ... 97,157 99, 149 102, 091 106, 233 110, 198 112, 046
Pacific ... ial 326, 011 331,040 340, 385 351, 520 362, 147 370,137

1. Detail may not add to higher level totals because of rounding. The personal income shown for the United States differs
from that in the natlonal income and product accounts, primarily because it omits income received by Federal Government
employees overseas.

2. The quarterly estimates have not yet been reyised to incorporate revisions to the national income accounts and are not
consistent with annual State estimates presented in the July issue.

NotE.—The quarterly estimates of State personal income were prepared by Francis G. Mc¢Faul with the aid of Thelma
E. Harding, under the supervision of Robert L. Brown. The table was prepared by Eunice P. James and Kathy A. Albetski.



By FRANK de LEEUW and MICHAEL J. McKELVEY

The Realization oi Plans Reported in the BEA
Plant and Equipment Survey

P LANS reported in BEA’s plant and
equipment survey have long provided
important indicators of future expendi-
tures on new plant and equipment
(P&E). Examination of the relation of
these plans to actual expenditures is
especially useful at this time because the
last comprehensive examination is more
than ten years old and because an ex-
tensive revision of the P&E survey data
was completed in 1980.

The examination undertaken in this
article is in two sections. The first sec-
tion presents summary measures of er-
rors in P&E expenditure (henceforth,
investment) plans—defined for this
article as discrepancies between plans
and subsequently reported actual invest-
ment.> For two time periods—1957-69
and 1970-80—it analyzes errors by in-
dustry-group, by length of planning
horizon (one-quarter-ahead, two-quar-
ters-ahead, and year-ahead), and at cy-

1. The 1980 revision, which affected both
planned and actual expenditures, is described in
George R. Green and Marie P. Hertzberg, “Revised
Estimates of New Plant and Equipment Expendi-
tures in the United States, 1947-77,” SURVEY OF
CURRENT BUSINESS 60 (October 1980) : 24-59. For
a thorough examination of the accuracy of plans
through 1966, see Lawrence Bridge, ‘The Realiza-
tion of Plant and Equipment Anticipations by U.S.
Businessmen,” paper presented at C.LR.E.T. Con-
ference, Paris, 1967 (unpublished). A more recent
study, by Michael J. McKelvey, “The Realization
of Investment Plans: A Microeconometrie Ap-
proach” (Ph.D. dissertation, University of Penn-
sylvania, 1980), analyzes P&E expenditure plans
for individual companies in three industries for
1967-77. Other studies of plans include Murray F.
Foss and Vito Natrella, “The Structure and Reali-
zation of Business Investment Anticipations,” in
A. G. Hart, ed., The Quality and Economic Signifi-
cance of Anticipations Data (Princeton : Princeton
University Press, 1960). pp. 387-405 and Irwin
Friend and Jean Bronfenbrenner, ‘“Plant and
Equipment Programs and Their Realization,” in
Short-Term  Economic Forecasting (Princeton :
Princeton University Press, 1955), pp. 53-111.

2. Investment as measured by actual P&E ex-
penditures differs from the nonresidential fixed
investment component of GNP. For a discussion of
the relationship between these two measures, see
Green and Hertzberg, pp. 38-39.
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clical turning points. The second section
reports on regression relationships of
actual investment to plans and to vari-
ables that may influence the realization
of plans. The latter include constant-
dollar (real) final sales, after-tax prof-
its, and investment goods prices.

Most of the data used in the article
have been corrected for systematic bias.
Comparison of plans with actual invest-
ment shows well-established patterns of
differences by time of year the survey is
taken, by size of firm, and by planning
horizon. Corrections for such systematic
bias are based on median ratios in the
preceding 8 years of plans (uncor-
rected) to actual investment. The med-
ian ratio is calculated separately for
each industry, for each planning hori-
zon, and for each quarter.® Corrected
plans are equal to uncorrected plans di-
vided by the appropriate median ratio.
The data have also been seasonally ad-
justed, using the X-11 procedure. Plans
(after bias correction) are seasonally
adjusted by the factors used for actual
investment.*

Errors in investment plans

Both planned and actual investment
have had strong uptrends throughout
the last 35 years, partly due to real
growth and partly due to inflation. Be-
cause of these trends, a comparison of
dollar levels of plans with actual in-

3. In the 1980 revision of the P&E survey data,
the procedure to correct for systematic bias in the
early years covered by the P&E survey used data
for future—as well as for past-—years, because
data were not available prior to 1952 for manufac-
turing and 1954 for nonmanufacturing. The first
year for which the influence of future years on the
correction factors was negligible was 1957, and,
accordingly, this is the starting date of the analysis
in this article.

4. For a more complete description of the plans
data, including the procedure for bias correction, see
Green and Hertzberg, pp. 35-386.

vestment shows a correlation that is ex-
tremely close but that is not helpful in
understanding short-term movements in
investment. Therefore, the comparisons
in this article are based not on dollat
levels, but on percent changes from lag-
ged actual investment.® Transforming
dollar levels into percent changes re-
duces correlations, but facilitates mean-
ingful comparisons among industries of
different size and among time-periods
in which dollar levels differ.

Results for total nonfarm business.—
Planned and actual investment for total
nonfarm business, in percent change
form, appear in chart 10. The top panel
shows one-quarter-ahead plans and ac-
tuals as percent changes from actual in-
vestment one quarter earlier. The mid-
dle panel shows two-quarters-ahead
plans and actuals as percent changes
from the actual two quarters earlier.
The bottom panel shows planned an-
nual investment, as reported in Febru-
ary of the plan year, and actual annual
investment as percent changes from the
actual one year earlier.

Tt is clear from the chart that there
are positive correlations between
planned percent changes and actual
percent changes in total nonfarm busi-
ness investment for the entire 1957-80
period and for the two subperiods. For
one-quarter-ahead plans, the simple
correlation coefficient of the two series
for the entire period is 0.70. For two-
quarters-ahead plans, the correlation is

5. For example, If in quarter 1 actual invest-
ment is $100 and planned investment one quarter
ahead is $103, and if in quarter 2 actual investment
turns out to be $104, then the comparison in this
article is of the 3-percent increase planned in quar-
ter 1 and the 4-percent increase realized in quarter
2. If in quarter 1 planned investment two quarters
ahead is $105, and if in quarter 3 actual investment
turns out to be $107, the comparison is of the
planned 5-percent increase and the realized T7-per-
cent increase.
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0.74; for year-ahead plans

SURVEY OF CURRENT BUSINESS

, it is 0.93. above zero (investment growing) to

Furthermore, correlations are also posi- below zero (investment declining) or
tive at or near turning points in invest-  the reverse.
ment, represented in the chart by pe- Nevertheless, the chart indicates that

riods in which the solid line

moves from errors in plans are at times sizeable.

Planned and Actual Investment, Total Nonfarm Business, 1957-80
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Actual increases substantially exceeded
planned increases in 1964-65 and in the
late 1970’s. The annual changes in the
bottom of the chart show understate-
ments (planned below actual) of 5.9,

CHART 10
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5.4, 4.6, and 3.5 percentage points in the
years 1962, 1963, 1964, and 1965, respec-
tively; and they show understatements
of 4.3 and 4.4 percentage points in 1978
and 1979. In contrast, planned invest-
ment changes exceeded actual changes
in 1958, 1968, 1971, and 1972.

Comparisons with mechanical projec-
tions.—It is useful to compare the errors
in plans with the errors that arise from
mechanical methods of projecting in-
vestment expenditures. The simplest
such method is based on a “no-change”
assumption—that is, the assumption
that future investment will equal cur-
rent investment. A second method is
based on a “same-change” assumption—
that is, the assumption that the percent
change from the current level will equal
the most recently observed percent
change in actual investment.

Errors in investment plans are gen-
erally smaller than errors arising from
these mechanical projection methods

SURVEY OF CURRENT BUSINESS

for total nonfarm business and for
manufacturing and nonmanufacturing.
Table 1 presents this finding, using the
root-mean-square error (RMSE) as a
measure of error.® For total nonfarm
business, the RMSE’s of plans range
from 2.17 percent for one-quarter-ahead
plans in 1970-80 to 3.93 percent for year-
ahead plans in 1957-69. RMSE’s of
plans are generally larger for manufac-
turing and for nonmanufacturing than
for total nonfarm business, The RMSE’s
of mechanical projection methods for
total nonfarm business range from 2.53
percent for “same-change” projections
one quarter ahead in 1970-80 to 11.83

6. A root-mean-square error is calculated by (a)
squaring the error for each observation, (b) adding
all the squared errors, (¢) dividing the sum of
squared errors by the number of observations to
obtailn the mean squared error, and (d) taking the
square root of the mean squared error. The RMSE
resembles an arithmetic mean of errors without
respect to sign; the difference is that dispersion
in the size of errors around their mean increases the
RMSE but does not increase the arithmetic mean
without respect to sign.

October 1981

percent for “no-change” projections one
year ahead in 1970-80.

The table also shows ratios of the
RMSE’s of investment plans to the
RMSE’s arising from mechanical pro-
jection methods.” The lower these ratios,
the more accurate plans are relative to
mechanical projection methods. The
ratios tend to be lowest for year-ahead
plans. While errors in plans are gen-
erally somewhat larger for year-ahead
plans than for one-quarter- or two-
quarters-ahead plans, errors in mechani-
cal projections are very much larger for
year-ahead plans; therefore, improve-
ment of plans over mechanical projec-
tions is largest for the year-ahead hori-
zon. Improvement over mechanical
projections is smallest for one-quarter-
ahead plans; in fact, during 1970-80,

7. These ratios, known as U statistics, have been
analyzed extensively by Henri Theil in Applied Eco-
nomic Forecasting (Amsterdam: North Holland
Publishing Company, 1966), chap. 2.

Table 1.—Root-Mean-Square Errors (RMSE) in Investment Projections: Total Nonfarm Business, Manufacturing and Nonmanufacturing

One-quarter-ahead projections Two-quarters-ahead projections Year-ahead projections
RMSE Ratios of RMSE’s RMSE Ratios of RMSE’s RMSE Ratios of RMSE’s
Plans to | Plans to Plans to | Plans to Plans to | Plans to
“No- ‘“‘Same- ‘“no- ‘“‘same- “No- “Same- “no- ‘‘same- “No- “Same ‘“no- ‘“‘same-
Invest- | change” | change” | change’” | change” | Invest- | change” | change” | change” | change” ;| Invest- change” | change” | change” | change”
ment projec- projec- projec- projec- ment projec- projec- projec- projec- ment projec- projec- projec- projec-
plans tions tions tions tions plans tions tions tions tions plans | - tions tions tions tions
Total nonfarm business:
2.26 3.18 2.72 0.71 0.83 3.47 5.83 5.32 0.59 0.65 3.93 10,07 11,13 0.39 0.35
2.17 3.30 2.53 .66 .86 2.73 6.19 4.14 . .66 2.94 11.83 6. 67 .25 44
2.11 3.21 2.82 66 .75 2.42 6.12 3.63 40 [R5 Y A R PRI [PUSIPIPIPN PIRUGIIUN R
1.9 2.50 2.62 78 .74 3.21 4.27 5.38 75 W60 |
Manufacturing:
1957-69__ 3.75 4.72 3.76 .79 .99 5.58 8.68 7.90 .64 .M 6.05 14.75 18.22 .41 33
1970-80. 3.41 4,27 3.04 80 1.12 4.13 8.13 5.59 .51 .74 5.20 15.33 11.15 .34 LY
Peaks. __ 2.24 4.53 2. 90 .49 77 2.48 9. 44 4.98 .26 iV 2 RN DERPIURUS N PRSPPI [FOIP NI PR
Troughs 4.11 4.80 3.67 86 112 7.99 9.00 8.05 .89 P+ I DR PSPPI DISUPUIPRUPIN PUPRIPIR PR IR
Nonmanufacturing:
2.71 3.06 3.34 .91 .83 4.20 5.20 5. 44 .81 .77 4. 50 8.46 8.25 .53 55
2.05 3.22 2.78 .64 .74 3.12 5.90 4.16 .53 .75 2.66 11.23 5,88 24 45
2.88 2.93 3.17 98 .91 3.60 4.97 4,08 .52 P T PRI (RIS SN PRI PSR
175 2.62 2.98 67 .59 2.80 3.76 5.63 .74 D V2 DRSO DRI DRSRSPIORIPIN PP PRI,
1. See footnote 7 for definitions of peaks and troughs.
NoTE.—Formulas for RMSE'’s are as follows:
1 I
Investment plans -\/— Mt b 5
n I t—8

s I.—1, ¢
No-change projections = E BN
8

Same-change projections \/ p [(I'I_I: o)
t—

ITeo— 11—20)]2

T

where n=number of observations; = length of lags (one quarter for one-quarter-ahead projections, two quarters for two-quarter-ahead projections, and one year for yeac-ahead projec-

tions). See text for definitions of (Je-s and Ir-s
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plans for manufacturing do not repre-
sent any improvement, on the average,
over “same-change” projections, as the
ratio of 1.12 shows. Errors in year-
ahead plans during 197080, in contrast,
have a ratio to “same-change” errors of
only 0.47.

Comparison of the 1970-80 and 1957—
69 periods shows no overall pattern of
higher or lower ratios of RMSE’s of in-
vestment plans to the RMSE’s arising
from mechanical projection methods.
RMSE’s of plans fall from 1957-69 to
1970-80 in every case, but in some cases
RMSE’s of mechanical projection
methods fall even more. For nonmanu-
facturing, the ratios are all lower dur-
ing 1970-80, but for manufacturing and
total nonfarm business, the results are
mixed.

The table shows separately the errors
and ratios of errors for selected quar-
ters designated as peaks and troughs in
investment.® These results resemble the
results for all quarters. RMSE’s are of
roughly the same size, and ratios of
RMSE’s for turning points are gener-
ally below 1.0, indicating smaller errors
for plans than for mechanical projec-
tions. For manufacturing, improvement
over mechanical projections is larger
for peaks than for troughs; for non-
manufacturing, improvement over me-
chanical projections is larger for
troughs.

Results for individual industries.—
For individual industries, RMSE’s of
investment plans do not compare as fa-
vorably with “no-change” projections
as they do for total nonfarm business or
for manufacturing and nonmanufac-
turing.® For one-quarter-ahead plans,
as shown in table 2, most ratios of er-

8. Peak quarters were defined as the quarters at,
Iimmediately preceding, and immediately following
peaks in real total nonfarm business investment.
Peaks in real investment were in 1957 :2, 1960 12,
1966 :4, 1969 :3, 1974 :2, and 1980 :1. Trough quar-
ters were defined as the quarters at, immediately
preceding, and immediately following troughs in
real total nonfarm business investment. Troughs in
real investment were in 1958:4, 1961:2, 1967 :4,
1971 :1, and 1975:4. Peaks and troughs were not
defined for annual investment.

9. The term ‘individual industries” refers to
t%xose in table 2, a mix of Standard Industrial Clas-
sification 2-digit and 3-digit groupings of manufac-
turing and nonmanufacturing activities. Each firm
in the P&E survey sample is assigned to one indus-

try on the basis of its principal activity (measured
by sales).
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rors in individual industry plans to er-
rors in “no-change” projections tend to
fall in the 0.90 to 1.10 range, both for
1957-69 and for 1970-80. Half of the
ratios exceed 1.0, indicating no im-
provement over mechanical projections.
In contrast, the ratios for total nonfarm
business are 0.71 for 1957-69 and 0.66
for 1970-80. For two-quarters-ahead
plans the individual industry error
ratios are more favorable, but still high
compared with the total nonfarm busi-
ness ratios. The individual ratios tend
to fall in the 0.60 to 1.00 range, com-
pared to 0.59 (1957-69) and 0.44 (1970-
80) for total nonfarm business, For
year-ahead plans, individual ratios tend
to fall in the 0.30 to 0.70 range, com-
pared to 0.39 (1957—69) and 0.25 (1970-
80) for total nonfarm business. The
ratios for total nonfarm business tend
to be lower mainly because errors in in-
vestment plans have some tendency to
cancel out between industries.

Rates of growth of investment are
highly variable at the industry level.
As a result, “same-change” projections
tend to have much larger errors than
“no-change” projections and, as table
2 shows, ratios of RMSE’s of plans to
RMSE’s of “same-change” projections
are generally lower than ratios of
RMSE’s of plans to RMSE’s of “no-
change” projections. “Same-change”
projections are not nearly as exacting a
standard against which to measure
plans at the individual industry levels
as they are for broad aggregates.

Summary.—Planned changes in in-
vestment have high correlations with
subsequently reported actual changes.
For total nonfarm business as well as
for manufacturing and nonmanufactur-
ing, errors in plans are usually smaller
than errors arising from mechanical
projections of past expenditures, This
result generally holds for peaks and
troughs in investment and for 1970-80
as well as 1957-69. One exception is for
one-quarter-ahead plans for manufac-
turing during 1970-80. In contrast, for
individual industries one-quarter-ahead
plans tend not to be any more accurate
than “no-change” projections; but two-
quarters-ahead and year-ahead plans
generally remain more accurate than
“no-change” projections.
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Investment plans and other investment
determinants

The investment realization func-
tion—Many investment forecasts use
plans in combination with other de-
terminants of investment. This section
reports on results for a number of such
“realization functions,” with special at-
tention to the years since 1970 and to
predictions for 1980,

The idea underlying the investment
realization functions reported here is
that actual investment reflects not only
previously reported plans but also un-
expected developments that have affect-
ed the demand for capital goods since
the plans were formulated. For exam-
ple, actual investment might tend to ex-
ceed plans when actual sales exceed
sales expectations.’® Unexpected move-
ments in profits, in investment goods
prices, or in financing costs might also
cause actual investment to deviate from
plans. In mathematical terms, this hy-
pothesis about realization of plans
states that:

)

where:

Li=d,—s+c(X,—X,—0)

I, =actual investment in period ¢;

=investment planned for period ¢, as of
periodt — 8, with6é =one quarterfor one-
quarter-ahead plans, §=two quarters
for two-quarter-ahead plans, and
0=one year for year-ahead plans;

X, =the value of some determinant of
investment, e.g., sales or a price index
for investment goods;

X~y =the value of X expected for period 7,
as of period ¢-8, with 6 defined as
above.

Ji—

Actual investment, according to the
equation, is equal to planned investment
plus some function of the difference be-
tween the actual value of an investment
determinant and the previously ex-

10. Two examples of the use of realization func-
tious are in Robert Eisner, “Realization of Invest-
ment Anticipations,” in J. Duesenberry, G. Fromm,
L. Klein, and E. Kuh, eds., The Brookings Quarterly
Econometric Model of the United States (Amster-
dam : North Holland Publishing Company, 1965),
p. 97 and F. G. Adams and V. Duggal, “Anticipa-
tions Variables in an Econometric Model : Perform-
ance of the Anticipations Version of Wharton Mark
111,” International Economic Review 15 (June
1974) : 267—284. The theory underlying realization
functions is developed in Franco Modiglianl and
Kalman J. Cohen, “The Significance and Uses of Ex
Ante Data,” in M. J. Bowman, ed., Expectations,
Uncertainty, and Business Behavior (New York:
Social Science Research Council, 1958), pp. 151-64.
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pected value of that determinant. The
equation is written in terms of only one
investment determinant, but three such
determinants will be tested—namely,
real final sales, after-tax profits, and the
price of investment goods.

The widely used neoclassical theory
of investment demand focuses on sales
and the user cost of capital as determi-
nants of investment. The user cost of
capital depends on the price of invest-
ment goods, on interest rates and
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other rates of return, and on the tax
treatment of investment. Some tests of
long-term interest rates showed that,
given investment plans, unexpected in-
terest rates were either unrelated to ac-
tual investment or related in a way op-
posite of that suggested by neoclassical
theory. Consequently, interest rates were
dropped from the analysis. The tax
treatment of investment was not incor-
porated because there did not seem to be
any realistic way to construct a quar-
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terly measure of the tax treatment that
was expected at the time plans were re-
ported (and therefore, presumably, in-
corporated in plans). Realized profits
are not a determinant of investment in
the neoclassical theory ; they were tested
on the grounds that unexpectedly high
or low after-tax profits affect the avail-
ability of internal funds, and hence
might influence the timing of invest-
ment even if they do not influence the
level of investment over long periods.

Table 2—RMSE in Investment Projections, Individual Industries

One-quarter-ahead projections Two-quarters-ahead projections Year-ahead projections

RMSE Ratios of RMSE’s: RMSE Ratios of RMSE’s: RMSE Ratios of RMSE’s:

Plans to Plans to Plansto | Plansto Plans to Plans to

Invest- “no- “‘same- Invest- ‘“no- “same- Invest- ‘“no- “‘same-

Time period |ment plans [ change” change” | mentplans| change” change” |mentplans| change” change”
projections | projections projections | projections projections | projections
Total nonfarm business_ ... ... 1957-69. ... 2,26 0,71 0,83 3.47 0.59 0.65 3,93 0.39 0.35
970-80........ 2.17 .66 .86 2,73 44 .66 2,94 . .44
Blast fUrmaces oo iiceeiccci e 1957-69....... 11. 47 .84 .63 16,39 .75 .60 14.16 .46 .31
197080 . 9.68 .97 .84 12,55 .75 .73 11.69 .43 .46
Nonferrous metals. .. coeemeou i 1957-69....... 12.61 112 107 15.29 .74 W72 10,82 .29 .25
1970-80....... 9.45 .86 .59 13.28 .87 .81 6. 55 .28 .27
Other primary metals. ... ... 1957-69_..._.. 11.06 .68 .49 12,47 .42 .31 13,07 .36 24
1970-80....... 12,12 1.02 .70 18.47 1.12 .76 11,10 .62 .58
Fabricated metal. ... .. ool 1957-69....._. 10.39 .91 .60 14,34 .99 .70 11,51 .7 .52
1970-80. ... 7.79 1.32 1.08 8.99 .98 .82 9.12 .71 .83
Electrical machinery.... oo oeoooeoiiiiaaaao. 1957-69. - 9. 69 1.19 114 11,76 .82 .85 8.74 .85 .34
1970-80 . 6.41 .92 .84 8.29 .68 .73 7.78 .38 .42
Machinery, except electrical. .. oo eeeemiemeeaiat 1957-69. .. 8.97 1.09 1.01 12.36 .88 .81 14.61 .69 .59
1970-80_...... 8.95 1.00 .84 12,78 .87 W72 11.97 .58 .51
Motor vehicles. .. oot 1957-69....__. 12,17 1.66 1.4 15.85 1.29 1.25 17.83 .92 .67
1970-80.___... 12.20 1.49 1.62 14.05 .94 .98 8.07 .32 .28
ATTeraft e v e ncrerre———e 1957-69.._.... 11.29 .81 .66 15.39 .68 .63 18.71 .49 .37
1970-80_...._. 11.63 .9 .80 18,77 .82 .80 22.32 .56 .67
Other transportation equipment........ ... ... 1957-69. ... 13.01 .61 .39 13.74 .55 .38 14,07 .48 .37
1970-80..__... 20. 61 1.08 .69 27.45 1.16 .83 20. 53 W77 .57
Stone, clay, and glass 10.57 L0l .75 12.36 .80 .56 9,10 .50 .30
8.13 .93 .68 13. 66 1.05 .96 9.16 .43 .38
Other durable goods. 7.45 1.04 .83 10.02 .89 .69 9.26 .57 .58
6.32 1L.04 .84 9.71 1.01 .81 7.19 .51 .39
Food and beverage. . ..ot 7.01 116 .84 8,32 .97 .81 6.52 .57 .52
1970-80_.__.._. 7.03 136 .97 8.93 1.13 .89 7.02 .58 .62
TeXtiles. oo oo emrecem e e 1957-69_____.. 9. 47 97 .95 10,03 .58 .57 9.14 .35 .28
1970-80_.___.. 7.76 1.09 .92 8.43 .74 .50 8.44 .66 .43
10. 49 1.19 .91 11.17 .83 .76 9.43 .49 .33
8.14 1.04 1.00 7.68 .56 .60 6. 61 .27 .27
6. 86 .98 1.00 9.76 .79 W71 8.26 .44 I
6.29 101 112 8.10 .71 .89 9. 62 .45 .53
6.13 1.07 .77 8.63 1.08 .89 7.23 .64 .48
8.04 1.00 .84 8.94 .68 .68 9. 42 .41 .47
11,34 1.03 .70 15. 40 1.03 .86 10.18 .50 .38
6.34 .69 .58 12,24 .82 .84 10. 65 44 .37
9.71 1.22 .84 11,25 .99 il 9.94 .67 .58
7.43 .89 .67 10.28 .80 .63 6.76 .37 .68
6.05 1.00 .73 8.60 .98 .67 7.83 .83 .58
6.98 .88 .75 7.74 .60 .74 6.22 .27 .46
Transportation 4.33 .45 .37 10. 38 .68 .51 9.13 .48 .33
7.15 .91 .57 10. 68 1.13 i 11.99 1.18 1.05
Public utilities 4.34 .96 .81 6.06 .81 .71 5.19 42 .55
4.19 1,05 .88 4.43 .68 W17 4. 44 .38 7
Wholesale and Retail Trade 4.55 .88 .63 7.1 .98 .82 12.02 1.27 .95
5.11 .92 .69 6.44 .76 .67 5.75 .42 .49

1. Includes lumber, furniture, instruments, ordnance, and miscellaneous manufacturing.
2. Includes tobacco, apparel, printing and publishing, and leather manufacturing.

NotE.—For formulas for RMSE’s and ratios, see note to table 1.
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No attempts were made to represent
supply bottlenecks that may result in
unexpected shortages or delays in the
completion of investment projects, be-
cause earlier econometric studies have
not found that supply conditions play a
significant role in realization functions.

Consistent with the use of percent
changes elsewhere in this study, it is
appropriate to subtract lagged invest-
ment, /;,, from both sides of equation
(1) and divide by Z¢.,:

I‘—I;-o gI‘—a—Ig—QJ Xt_Xt—O
(2) Ig-o - I;—a ¢ Il—@

In this form, the equation says that the
percent change in actual investment is
equal to the percent difference between
planned investment and lagged invest-
ment plus a function of the difference
between actual and expected values of
the determinants of investment.**

Evidence of systematic bias in
plans—One of the premises underlying
equations (1) and (2) is that invest-
ment plans represent, as of the time
they are formulated, an unbiased fore-
cast of what investment will actually
be. The uncorrected plans, however, re-
veal that there are discrepancies be-
tween planned and actual investment
that are so regular and pervasive that
they effectively refute the premise of
unbiasedness. Consideration of this evi-
dence will lead to a modification of
equation (2).

Some of this evidence appears in table
3. One piece of the evidence is the sys-
tematic bias in investment plans for
firms of different size; large firms al-
most always invest less than planned,
and small firms almost always invest
more than planned. Table 3 shows a
sizeable difference in average bias be-
tween large and small firms. During
1970-80 for one-quarter-ahead plans,
for example, large firms spent an aver-
age of 11.2 percent less than planned,

11. The final term in the equation is the ratio of
the unexpected value of an investment determinant
to the level of investment. This form is used for
some of the investment determinants; for others,
the ratio of the unexpected value to the level of
the investment determinant itself is used, i.e.,

Xt_Xt—G)
X

This alternative form permits the coeflicient ¢ to be
interpreted as an elasticity.

356-892 0 - 81 - 5 Q1 3
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and small firms spent an average of
5.0 percent more than planned. The
middle of table 3 shows the pervasive-
ness of this bias. In only 5.4 percent of
the quarters (5 out of 92) did large
firms invest more than they planned.
Small firms, on the other hand, invested
more than they planned in 71.8 percent
of the quarters.

Another piece of evidence is persistent
seasonal discrepancies between uncor-
rected plans and actual investment.
Actual investment generally falls short
of plans in the first three quarters of the
year but exceeds plans in the fourth
quarter. The bottom part of table 3
shows that, for one-quarter-ahead plans
during 1957-80, the shortfall of actual
investment below plans averaged 7.8,
4.1, and 7.3 percent during the first three
quarters. If the plans reported in the
P&E survey actually represent fore-
casts, it hardly seems possible that re-
spondents would remain unaware of
these regularly recurring discrepancies
and fail to correct them.

An interpretation of these discrep-
ancies is that the reported plans are not
forecasts but rather are annual targets
for major capital additions underway
that are divided into quarters with little
regard for seasonal influences on invest-
ment.?? For those firms with comprehen-
sive capital planning (this group in-
cludes many large firms), the principal
source of systematic discrepancies be-
tween plans and actual investment is
that the targets are not always met. For
firms without comprehensive capital
planning, a major cause of systematie
discrepancies is the regular emergence
of needs for replacement of, or for addi-
tions to, the capital stock that are not
incorporated in plans.

If these are important causes of dis-
crepancies between plans and actual
investment, then it is unlikely that in-
vestment will respond to plans percent-
age-point for percentage-point, as as-
sumed in equation (2). Furthermore, it
is likely that some of the change in in-
vestment is neither reflected in plans
nor due to unexpected movements of
investment determinants. Accordingly,
it is probably more realistic to estimate

12. This is the point of view developed in Bridge,
pPp. 22-24.

Table 3.~Uncorrected, Not Seasonally
Adjusted Investment Plans: Evidence
of Systematic Bias

One- Two-
Time | quarter- | quarters-
Period | ahead ahead

plans plans

By size of firm: 1

Average percent difference
(actual less plans):
Al firms. ... ... 1959-69 —4.0 L1
1970-80 —4.8 0.3
Large firms_..._______.. 1959-69 -9.5 —8.0
1970-80 -11.2 —8.1
Medium firms.._____._. 1959-69 —-8.4 -1.0
1970-80 -0.2 7.6
Small firms____.__._____ 1959-69 4.0 12.7
1970-80 5.0 14.4
Percent of quarters actual
exceeds plans:
ANl firms. oo . 1950-80 22.9 54.3
Large firms_. . ----11959-80 5.4 9.8
Medium firms. - --{1959-80 31.8 55.4
Small firms_ ... 1959-80 71.8 95.7
By quarter:
Average percent difference
(actual less plans):
All quarters_._.___...__. 1957-80 —4.3 0.5
First quarters__.._.____ 1957-80 —7.8 —2.6
Second quarters..._...__|1957-80 —4.1 -1.1
Third quarters. . .......|1957-80 -7.3 -1.4
Fourth quarters. . .. .. .. |1957-80 2.0 7.0

1. The period starts in 1959 because earlier breakdowns by
size of firm are not available,

the strength of the response of invest-
ment to plans empirically, and to add a
constant term to represent the average
percent change in investment due to de-
velopments not reflected in plans.

These comments apply to uncor-
rected, not seasonally adjusted data.
They are less applicable to corrected,
seasonally adjusted data, because sys-
tematic discrepancies are largely elimi-
nated by the correction and seasonal ad-
justment procedures. These procedures
are only approximate, however. Be-
cause they fail to remove all systematic
discrepancies, it is desirable to allow
for a response to plans other than one-
for-one and for investment due to de-
velopments not reflected in plans. Equa-
tion (2) is therefore rewritten as:
=a+b tIl—Iﬂ:oIt—d+c Xt;:—Xal—O
According to equation (3), the percent
change in actual investment depends on
a constant term, on the planned percent
change in investment (with a coefficient
to be estimated), and on a function of
the difference between actual and ex-
pected values of the determinants of
investment.

Investment determinants.—Equation
(8) lists only one determinant of in-
vestment, labeled X ; but the tests below

T Pt I
® =75
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Table 4.—Estimates of Realization Functions
[Dependent variable: percent change in actual investmentj
‘‘Unexpected’” Value Of
Constant Plans ! Sales 2 Profits 3 Investment R? SEE D-wW
term goods
prices ¢
Total nonfarm business
One-quarter-ahead plans:
105770 et ceccaeean 0. 853 0. 436 0. 676 0.1756 0.932 0.62 1.61 1.81
(3.6) (6.3) (3.5) 3.3) 3.3)
105700 o - o e 502 .454 . 959 .174 . 426 .69 1.55 1.68
" (5.3) (3.3) (2.4) (L.0)
B970-70 il 1,309 . 385 . 530 .121 .935 47 1.64 2.1
3.2) (3.4 (1.7 (1.5) 2.1
Two-quarters-ahead plans
18779 e 2. 868 . 552 1. 329 .373 . 934 .72 2.39 1.08
5.2) (1.2) (4.5) (5 0) 2.8)
205769, o e 1.872 . 600 1.412 . 410 ~. 604 .73 2.52 102
(2.6) (6.0} 3.5) 6.7 (=.9)
1070-70. e eiiaeaean 3.890 . 483 1. 620 . 378 1. 460 .72 2.00 1.99
4.8) 4.3) (3.6) 4.3) (3.8)
Year-ahead plans
By o 1.073 . 786 . 454 .637 .372 .88 2.54 .95
.2 (6.9) (.8) (3.6) (1.4
Manufacturing
One-quarter-ahead plans:
1O5T=T e e e 1. 007 .387 | . 635 . 154 1.383 .53 2.80 1.13
(2.5) (4.3) 3.0 G.4) 2.9)
108700 i . 205 . 557 1.200 078 —.166 .58 2.92 | 114
4 4.2 (3.4) a.1) (=2 '
1970-79 . e 1.489 .316 . 401 .148 1. 554 .48 2.49 1.80
(2.6) 2.4) (1.3) @3) 2.8)
Two-quarters-ahead plans:
O8T=79 . e 1.334 773 1.019 .221 1.022 .65 4.34 i
(1.6) (7.5) 3.2) G.3) wmn
105760 i —-. 047 .915 1.741 .188 —3.450 73 4.20 1. 04
(-1 (7.2) 3.9) (2.0) (-2.8)
1970-70 e 2.943 . 564 1.093 . 301 2.261 .68 3.51 1.08
(2.5) 3.8 2.3) 3.7 3.4)
Year-ahead plans
) LYy v U —1.679 1.161 . 099 . 440 . 547 .88 4.19 .94
(-9 (8.3) 2) 2.9 (1.2)
Nonmanufacturing
One-quarter-ahead plans:
DLy S 1.150 .397 .732 . 195 .707 .52 1.73 2.15
[6RY) 6.4 [6X)) (1.9 @.5)
105769, el 1L11 . 347 . 700 .317 . 661 .52 1.83 2.10
(3.6) 4.3) 2.2) (2 1 (1.5)
1970-70 .. 1.226 . 455 . 780 .017 . 791 47 1.62 2.09
(3.2) 4.4) 2.6 ()] e
Two-quarters-ahead plans
) R e PR 4.487 .326 1.708 .433 . 852 .59 2.50 1.18
(9.3) (4.8) (5.9) (3.0) (2.8)
19800 e e 4.161 . 269 1.534 .512 . 750 .56 2.71 1.20
(6.2) (3.0) 3.8) @9 (1.3}
197070 - o 4.677 .436 2.002 .3717 1.043 .61 2.14 1.40
(6.6) (4.0) (4.3) @0 (2.4)
Year-ahead plans
157-T0 e 3.125 .522 1.218 .491 . 268 .18 2.71 1.38
3.4 4.1 2.1) 0.6 (1.0)

1. The form of the plans variable is described in the text.

2. The variable is ((S;—Se)/S )*100, where S is real final sales and Sf is the expected value of S,.
3. For one-quarterahead plans and two-quarters-ahead plans, the varia¥le is ((PPi-1 -PR‘-;)/IH)‘IOO where PRy is after-tax profits, PRe is the expected value of PR,, and I is actual in-

vestment. For year-ahead plans the variable is ((PR:- R‘) 11.)*100.

4. The variable is (Dc-De) where D: is the percent change in the implicit price deflator for plant and equipment expenditures and De is the expected value of D:.

Nore.—For definitions of variables and derivation of expected values, see appendix. The t-statistics are in parentheses below the coefficients.
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will use three investment determi-
nants—real final sales, after-tax profits,
and the implicit price deflator for busi-
ness fixed investment.'® The coefficients
of the first two variables are expected
to be positive; the coeflicient of the de-
flator can be either positive (indicating
that some or all of the unexpected price
shows up in current-dollar investment)
or negative (indicating that the reduc-
tion in demand in response to the unex-
pected price more than offsets its effect;
on current-dollar investment).

In order to apply equation (3), it is
necessary to construct an “expected”
value for each of the determinants of
investment. The approach used here is
to assume that the expected value of
each determinant depends on its past
values and on a time trend, with coeffi-
cients determined by a time-series re-
gression analysis. For sales and profits,
this model is applied to levels. For
prices, the model is applied to ratios of
the current implicit price deflator to
last quarter’s deflator. The difference
between the treatment of sales and
profits, on the one hand, and prices, on
the other, implies that businesses form
expectations about levels of sales and
profits but about rates of change of
prices. The appendix to this article de-
scribes in detail the procedure for, and
results of, calculating expected values.

Regression results.—Results of the
realization equations are reported for
total nonfarm business, for manufac-
turing, and for nonmanufacturing in
table 4. The table shows results for one-
quarter-ahead, two-quarters-ahead, and
year-ahead plans, with the former two
shown by subperiod as well as for the
entire period.t

Overall, the realization equations per-
form as expected. The coefficients for
sales and profits have the expected
signs and usually have t-ratios of 2 or
above. (Because, as mentioned earlier,
the coeflicients of prices can be either
positive or negative, their signs do not
provide a test of the realization func-

13. The exact variables used in the regression
equations are described in the appendix.

14. There are not enough annual observations
to estimate usable year-ahead results by subperiod.
The equations were estimated through 1979, so
that they could be used to provide estimates for
1980 (see below).
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tion approach.) Standard errors of esti-
mates (SEE’s in the tables) of the equa-
tions can be compared to the RMSE’s
measuring the discrepancy between in-
vestment and plans in table 1. The
standard errors of estimates are always
lower than the RMSE’s; generally they
are a great deal lower.

Most of the constant terms of the 21
equations reported in table 4 are positive
and have t-ratios of 2 or above. Evi-
dently, some portion of the growth in
investment is best summarized as a con-
stant rate rather than an amount asso-
ciated with investment plans or with
unexpected values of sales, profits, or
prices.

Coefficients of planned changes in in-
vestment all have t-ratios greater than
2. Of the 21 coefficients for planned
changes in investment, 20 are less than
1, and 10 are less than 0.5. Evidently,
a 1-percent addition to plans is typically
associated with something less than a 1-
percent increase in investment. One of
the lowest coeflicients for plans applies
to one-quarter-ahead plans for manu-
facturing in 1970-79. Heavy discount-
ing of these one-quarter-ahead plans is
consistent with their poor performance
relative to mechanical projections,
which was reported in the first section
of this article.

Coefficients for unexpected real sales
and unexpected after-tax profits are all
positive and in many cases have t-ratios
of 2 or above. The sales coeflicients are
larger for two-quarters-ahead plans
than for other planning horizons. The
profits coefficients tend to increase with
the length of the planning horizon.

Coefficients for prices are almost all
larger than zero, but vary a great deal
from one equation to another. Because
the dependent variable in these regres-
stons is the percent change in current-
dollar investment, a coeflicient of 1.0 for
the unexpected price variable implies
that changes in prices are reflected fully
in current-dollar investment, with no
reduction in real investment. A price
coefficient less than 1.0 implies that an
unexpected increase in prices causes
some reduction in real investment.'® A

15. The elasticity of real purchases with respect
to prices is equal to the price coeficients reported
in the tables minus 1.0. A negative price coefficlent
therefore implies a price elasticity less than —1.0.
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price coefficient of more than 1.0 im-
plies, implausibly, that real investment
increases in response to a price increase.
There are some price coeflicients of more
than 1.0; but the excess of these co-
efficients over 1.0 is never statistically
significant.®

Comparison of the 1970-7T9 regres-
sions with the 1957-69 regressions re-
veals a number of systematic differ-
ences: (1) all constant terms are higher
in 1970-79, (2) most plans coefficients
are lower in 1970-79, and (3) all price
coefficients are higher in 1970-79.

The higher constant terms probably
reflect the high rate of inflation in the
1970’s. An interpretation of the con-
stant terms, as mentioned earlier, is that
some portion of investment growth is
best summarized by a constant term. If
this portion of investment growth re-
fers to real growth, as seems plausible,
then the constant term should reflect the
average rate of inflation necessary to
translate it into current-dollar invest-
ment growth, the dependent variable in
the equation. The constant term for each
subperiod, under these conditions, will
tend to be larger the higher the average
rate of inflation during that subperiod.

The lower coefficients for investment
plans in 1970-79 imply that a 1 percen-
tage-point change in plans was asso-
ciated with a smaller change in actual
investment in the 1970’s than in the
1957-69 period. The higher coeflicients
for prices imply less reduction in real
investment in response to unexpectedly
high investment goods prices. The rea-
sons for these changes in coefficients are
not clear.

Using the regression results.—The
results of these realization equations
can be used to predict future investment
in two ways. The simplest way is to as-
sume that actual sales, profits, and
prices will equal expected values of
these variables during the forecast pe-
riod, and hence the unexpected terms in
the equation will be zero. Predicted in-
vestment is then derived from plans by

16. The test for the significance of a coefficient
compared to 1.0 (rather than the usual tests com-
pared to zero) is performed by calculating a ratio
whose numerator is the coefficient minus 1 and
whose denominator is the coefficient divided by its
t-statistic. If this ratio exceeds 2, then the coeffi-
cient is significantly different from 1.0 at a 95
percent level of confidence.
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Table 5.—~Errors in Investment Predictions, 1970-79 and 1980

October 1981

One-quarter-ahead and two-quarters-ahead plans Year-ahead plans
RMSE of _RMSE of Standard error RMSE of RMSE of Actual minus | Standard error | Actual minus
investment investment of realization equation investment planned of realization predicted
plans 1970-79 plans 1980 equations predictions plans 1970-79 investment equations investment
1970-79 1980 change 1980 1957-79 change 1980
1 2 3 @ (5) 6) @ 8)
One-quarter-ahead plans:
Total nonfarm business. 2.20 1.93 1.64
Manufacturing_...___. 3.45 3.01 2.49
Nonmanufacturing._ . 2.12 1.28 1.62
Two-quarter-ahead plans:
Total nonfarm business.___._...._.... ... __....... 2.86 .67 2,00
Manufacturing.....__.._ 4.25 2.67 3.51
Nonmanufacturing 3.24 1.36 2.14
Year-ahead plans:
Total nonfarm business. 2.96 —2.70 2. ~1.20
Manufacturing._....__.. 5.45 —. 50 4.19 —1.64
Nonmanufacturing .. _ . 2.48 -4.00 2.70 —3.02

1. The entries in columns 6 and 8§ are single numbers rather than RMSE’s because there is only one annual prediction for 1980.

using the constant term and the coeffi-
cient of the plans variable in the rele-
vant equation.

A more complete use of the realiza-
tion equations is possible if the user has
independent forecasts of real final sales,
profits, and investment goods prices.
These forecasts may be used as if they
were actual values. Expected values of
sales, profits, and prices may be esti-
mated using the formulas for expected
values explained in the appendix of this
article, The entire realization equation
can then be used to forecast investment.

This article reports on 1980 predic-
tions using the simpler method. For
one-quarter-ahead and two-quarters-
ahead predictions, predictions are based
on the equations for 1970-79 reported
in table 4. For year-ahead predictions,
where no equations are reported for
197079, predictions are based on equa-
tions for the entire 1957-79 period.

The results, shown in table 5, indicate
that the equations lead to fairly accu-
rate predictions in 1980. For one-quar-
ter-ahead plans, the RMSE’s of equa-
tion-based predictions (column 4) are
smaller than other errors in the table—
the 1970-79 RMSE’s of plans (column
1), the 1980 RMSE’s of plans (column
2), and the standard error of the 1970—
79 realization equations (column 3).
For two-quarters-ahead plans, the 1980
predictions are less successful ; the pre-
diction errors in column 4 are some-
times larger than and sometimes small-
er than other errors. Year-ahead pre-

dictions are more successful than two-
quarters-ahead predictions. Prediction
errors for 1980 (column 8) are smaller
than 1970-79 errors in plans (column
5) and standard errors of realization
equations for total nonfarm business
and manufacturing (column 7). The
predictions from the annual equations
are considerably better than the plans
(column 6) for total nonfarm business
and nonmanufacturing but not for
manufacturing.
Summary.—Investment realization
equations, relating actual investment
changes to planned changes and to un-
expected movements in sales, after-tax

profits, and prices, performed well for
total nonfarm business, manufacturing,
and nonmanufacturing. Coeflicients re-
lating actual investment changes to
planned changes were almost always
less than 1.0, indicating that a 1-percent
addition to plans is typically associated
with less than a 1-percent increase in
actual investment. Coefficients for sales,
after-tax profits, and prices were gen-
erally positive. Predictions for 1980
based on use of truncated realization
equations were fairly accurate, more so
for one-quarter-ahead plans and year-
ahead plans than for two-quarters-
ahead plans.

APPENDIX: Estimating Unexpected Values of Investment
Determinants

ESTIMATES of the unexpected value
of each investment determinant were
derived from the equations relating ex-
pected value to a weighted average of
past values and a time trend. After
these equations were estimated, the un-
expected value of each investment
determinant was ecalculated as the
actual value less the expected value.

The investment determinants for
which expected and unexpected values
were constructed were real final sales,
profits, and investment goods prices.
The variables were:

o for total nonfarm business: final
sales in constant (1972) dollars, do-
mestic profits after tax of nonfinancial
corporations, and implicit price deflator

for P&E expenditures by total nonfarm
business.*”

® for manufacturing: final sales of
goods in constant (1972) dollars, do-
mestic profits after tax of manufactur-
ing corporations, and implicit price de-
flator for P&E expenditures by manu-
facturing industries.’”

® for nonmmanufacturing: final sales
in constant (1972) dollars domestic
profits after tax of nonfinancial non-
manufacturing corporations, and im-
plicit price deflator for P&E expendi-
tures by nonmanufacturing industries.’?

17. The price series used was a preliminary ver-
sion of the one published in Michael J. McKelvey.
«Constant-Dollar Estimates of New Plant and
Equipment Expenditures in the United States,
1947—80" in the September 1981 SURVEY.
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The estimating equation for each in-
vestment determinant expresses the
value of a variable, X, as a function of
past values and a time trend, as follows:

(A1) X o= o 0 X X0 X% e

where :

X¢,_j=the value of X expected in period ¢,
as of period {—1;
e=the base of natural logarithms,
t=time, with 1 in 1952:1, 2 in the fol-
lowing quarter, ete.,
X -s=the actual value of X in period t—7;
with ¢=1, 2, 3, etc.,
a, b, A=parameters to be estimated.
The value of a is expected to be positive
and X is expected to lie between 0 and
1.0. The weights for past values of X
decline the longer the lag; the dots at
the end of the equation indicate continu-
ing lagged values with higher powers of
A as exponents.

To estimate equation Al, the actual
value of X, is substituted for the ex-
pected value (+X%._,) and an error term,
Ui, is added to the equation. This sub-
stitution rests on the assumption that
expectations are formed in a manner
that avoids bias. Making the substitu-
tion and taking logarithms of both sides
leads to:

(A2) InX,=Ina+bt+ NnX,,

-I—)\’lnX,_z—{— )@lnX,_a [N -l-ang

where In denotes the natural logarithm
of a variable. Writing this equation for
the previous period and multiplying
each term by A gives:

(A3) AnX, =Ana+Arb(t—1)+ MInX,_,

+2InX, ;+ ... +AnU,;
Subtracting (A3) from (A2) leads to:

(A4) InX,=(1—>) Ina+xb

+1A=Nbt+2A InX 44+ V,

where V7, is equal to InU; —AInU,_, and
is assumed to have zero mean and to be
serially independent.

Equation (A4) was estimated sepa-
rately for each investment determinant,
using ordinary least squares. For real
final sales and for after-tax profits, X
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Table 6.—Fquations for Estimating Expected Values of Sales, Profits, and P'rice Change
Estimated coefficients Derived parameters
(1-\)1na+-2b (1-N)b 22 a 10006 A R2
Real final sales: 1
Total. . ________ 0. 628 0. 000390 0.953 3.32 0.74 0.48 0.999
(1.6) (1.5) (32.1)
Goods. .. . 794 . 000504 . 937 4. 45 .95 47 L997
2.0 1.9) (28.8)
Profits after-tax: !
Nonfinancial corporations__.___._________ .934 . 002029 . 900 5.45 3.69 45 .984
(2.8) 3.2) (25. 4)
Manufacturing corporations.._.__________ 1. 063 . 002059 . 881 6. 67 3.68 .44 .968
2.8) 3.1) 9(2L. 1)
Nonmanufacturing nonfinancial eorpo-
rations_ ... .711 . 002080 .915 3.70 3.83 .46 . 989
(2.6) 3.1) (27.6)
Investment goods prices: . 2
Total nonfarm business_...____________._ —. 000061 . 000062 . 643 1.00 .09 .82 577
(1) 3.2) 9.8)
Manufacturing. ... ... _________... . 000101 . 000049 710 1,00 .08 .36 637
1 2.49) (10.6)
Nonmanufacturing_.._...__.._._________ —. 000535 . 000079 . 547 1.00 1 .27 497
4 3.2) (6.9)

1. For definitions and variables, see appendix.

2. For the price equations, the dependent variable is the ratio of current to lagged price level and the coefficient 2\ ap-

plies to last period’s ratio.
NoTE.—The estimation period is 1952-1979.

and X° refer to actual and expected
levels. For prices, X and X¢ refer to
ratios of the current value to last quar-
ter’s value.

Regression results are shown in table
6. The constant term in these regression
equations is an estimate of

(1=A)Ina+rb;

the coefficient of time, an estimate of

(1—A)b; and the coefficient of InX,_,,
an estimate of 2.

To use the results to estimate ex-
pected values of X, or X¢ ,, it was
assumed that actual and expected
values were equal in an initial quar-
ter—the fourth quarter of 1951. Then
the logarithm of the expected value was
generated sequentially by applying the
formula:

(A5) InXe=((1—Nlna+2b)

+ (1 —*)\)bt‘l‘ )\ln,_lX‘,_g-l— XIDX -1
which can be derived from (A1) by the
algebraic procedure used to transform
(A2) into (A4).

For the one-quarter-ahead realiza-

tion equations, unexpected values of
sales, profits, and prices were calculated
as actual sales, profits, and prices less
the expected values generated by the
equations in table 6. For the two-quar-
ters-ahead realization equations, ex-
pected values two quarters ahead were
generated by applying equation (A5)
twice, the first time to generate expected
values one quarter ahead and the sec-
ond time, letting expected values one
quarter ahead serve as both lagged ex-
pected values and lagged actual values,
to generate expected values two quar-
ters ahead. Unexpected values were cal-
culated as actual valu